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VIVA is the newest, most advanced mobile telecommunications 
service provider in Kuwait. launched in December 2008, VIVA 
continues to build its reputation as a challenger within the 
telecoms market, transforming communication, information 
and entertainment experiences across Kuwait. It has rapidly 
established itself as a leader and continues to grow strongly by 
offering its customers an innovative range of the most advanced 
products and services at attractive prices.

VIVA: DARINg
TO CHALLENgE, 
CONTINUINg TO gROW
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2011: A Springboard to Further Growth 

Dear shareholders of Kuwait telecommunications co., VIVA.

2011 was another year of successful growth for VIVA. Since 
launching in December 2008, our company has been driven 
by its desire to change the communications landscape 
and customer experience in Kuwait for the better and has 
continued to grow its customer base rapidly. today, and as 
clear testament to its success, VIVA is proud to service more 
than 1 million individual customers and businesses across 
the State, helping to cement the company’s fast emerging 
reputation as Kuwait’s telecommunications operator of choice. 

VIVA has enjoyed a very successful three years. In that 
time, VIVA has more than doubled its top-line – generating 
total revenue of over KD 93.6 million in 2011, a 54% 
increase on 2010. this growth, which has been boosted 
by the introduction of smartphone packages and innovative 
services, is largely driven by new customers, both prepaid 
and postpaid. we have made great strides with our ebItDA, 
which reached KD 0.5 million in 2011, coming from a 
negative KD 9.8 million in 2010 and a negative KD 25.6 
million in 2009. this is a remarkable achievement for a new 
mobile operator given the investments that are required to 
establish a position in a new market.

we continue to invest in our infrastructure roll-out and 
in the technologies that are differentiating VIVA from our 
competitors.  this investment is enabling us to offer customers 
the best quality network coverage, cutting edge services and 
innovative packages at attractive prices. Since July 2008 and 
until the end of 2011 we have invested KD 136.7 million into 
developing our technology and infrastructure, with the vast 

CHAIRMAN’S STATEMENT 
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majority of investments made in the first 18 months of operation. 
today, over 1,000 sites are on-air covering more than 99% of the 
Kuwaiti population.

VIVA’s fresh and dynamic approach is attracting thousands of 
new customers every week.  the company’s commitment to its 
customers, its investment in cutting edge technology, its rapid 
establishment as a leader in innovation and its focus on competitive 
pricing has helped VIVA build a solid 20% market share in a short 
period. All this is an impressive achievement especially against the 
backdrop of social and political change in the region as a whole.

VIVA has overcome these obstacles to become the third mobile 
operator to launch services in the mature market of Kuwait, 
competing against two established companies that have been 
operating for 42 years between them.   

VIVA has thrived in its position as the third mobile operator 
participating in many national initiatives and events this year. the 
company was involved in the great celebrations of Kuwait’s 50th 
Independence Day, 20th liberation Day, and 5th Anniversary of 
the Accession of h.h. the Amir Sheikh Sabah Al-Ahmad Al-Jaber 
Al-Sabah to leadership. 

VIVA was the first company to focus on social networking for its 
significant growth and big role in marketing. we are convinced 
that this approach brings us to a large segment of customers, 
and helps us to meet their requests and enquiries. 

Looking Ahead With Excitement  

the board looks ahead to 2012 with great excitement and 
confidence.  the year has started well and the scene is set for 
another year of growth for VIVA as the company continues to 
benefit from the successful implementation of its strategy. you will 
see more innovation, more attention to our customers, and a further 
roll out of products and services that our customers demand.

Kuwaiti economic indicators are favourable: gDp is expected to 
continue growing at over 4% per year, private consumption is 
forecast to grow by 10% per year and the population is growing 
by 2.8% per year. given its robust gDp growth fuelled by oil 
production, a young and growing population and relatively high 
consumer spending, Kuwait continues to be attractive to telecom 
operators and investors.

we welcome and encourage developments in the Kuwaiti 
mobile sector which will be beneficial to VIVA.  For instance, the 
introduction of mobile number portability in Kuwait, currently 
under implementation by the ministry of communications, will 
give customers the freedom to switch to the mobile provider of 
their choice without having to change their numbers.
  
the board of Directors applied for approval for listing to the 
capital market Authority (cmA) in February 2012. the listing will 
provide an opportunity for existing shareholders to increase their 
holding, and offers investors the chance to invest in Kuwait’s 
fastest growing telecoms operator through one of the region’s 
biggest and most liquid stock exchanges.

on behalf of the board, I would like to recognise and appreciate 
all of VIVA’s staff for their great efforts and dedication to our 
customers – VIVA would not have been able to deliver such 
growth without them.  I would also like to thank our shareholders 
for their commitment to the VIVA story. 

I would also like to take this opportunity to commend the 
government of the State of Kuwait for its keen interest in the 
development of the country, and its efforts to push forth this 
process in order to realize the aspired goals in different areas, 
including the vital telecommunications sector.

Adel Mohammad Al-Roumi
chairman
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• Adel Mohammad Al-Roumi
   Chairman

• Dr. Ziyad Bin Thamer Al-Etaibi
   Vice Chairman

• Ahmad Abdullah Al-Turki
   Board Member

• Abdulqader Dahi Al-Ajeel 
   Board Member

• Ameen Bin Fahad Al-Shiddi
   Board Member

• Ghassan Hasbani
   Board Member

• Khaled Bin Abdulrahman Al-Jasser 
   Board Member

BoARD coMMiTTEES

the board has also established various supervisory committees, 
whose terms of reference are set out as follows: 

Audit committee

the principal roles of the Audit and compliance committee are 
to monitor the company’s financial statements, to renew and 
recommend changes to the company’s financial and control 
systems, to oversee the Internal Audit & risk management 
function, to review the share dealing policy and to maintain an 

appropriate relationship with the company’s external auditors. 
the committee held six meetings during 2011.

the Audit committee is formed of four members as follows:

• Adel Mohammed Al-Roumi
   chair of the Audit committee

• Khaled Bin Abdulrahman Al-Jassar 
   member of the Audit committee

• Ameen Bin Fahad Al-Shiddi
   member of the Audit committee

• Mr. Abdulqader Dhahi Al Ajeel
   member of the Audit committee

Executive committee

the executive committee specializes in reviewing the strategies 
and activities of the company in the basic and non-core work 
fields, in addition to approving the same according to the 
powers granted to it and specified by the board of Directors. 
the committee held seven meetings in 2011.

the executive committee is formed of three members as follows:

• Dr. Ziyad Bin Thamer Al-Etaibi
   chair of the executive committee

• Ahmad Abdullah Al-Turki
   member of the executive committee

• Ghassan Hasbani
   member of the executive committee

BOARD OF DIRECTORS
MEMBERS oF THE BoARD oF DiREcToRS
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Dear shareholders of Kuwait telecommunications co., VIVA, 

In 2011, the Kuwaiti telecommunications sector has grown by 
14% reaching 5.1 million subscribers compared to 2010. over 
35% of all new subscribers chose VIVA over our competitors. 
During 2011, our customer base has grown by 27% to reach 
more than 1 million, translating into a market share of 20%. this 
represents good progress as the VIVA momentum continues to 
build. 

our innovative products and the quality of our services have 
underpinned the good progress made in 2011. revenues are 
up 54% to KD 93.6 million (2010: KD 60.7 million) following a 
year of continued growth for VIVA in the competitive landscape.

the financial performance, at ebItDA level, also turned positive 
in 2011 as a result of subscriber growth, increasing Arpu and 
costs control. this performance is a testament to our ability to 
grow our market share and run an efficient operation.

VIVA remains committed to investing in its products and services 
to ensure the very best experience for its customers. with the 
focus of global telecommunications markets remaining firmly 
fixed on smart products, we look forward to introducing new 
and innovative technologies to the Kuwaiti market. expanding 
our retail outreach is also of primary concern for us as we seek 
to grow our number of retail outlets over the course of the year.

CHIEF ExECUTIVE’S 
REVIEW 
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Another core area of focus is mobile broadband. broadband on the 
move is as much a way of life for the people and businesses of 
Kuwait as voice calls have traditionally been.   our customers expect 
to enjoy the benefits of the internet wherever they are: at home, at 
work, at school or on the move.  our strategy is to take the best 
broadband services to our customers, specifically tailored to them.  

we have seen great results. VIVA is already a recognised leader 
in broadband services: our investments into the world’s leading 
technologies have given us the edge over our competitors.  In 2011, 
VIVA was the first operator to launch high speed internet up to 21.6 
mbps and at the end of 2011 was the only operator offering speeds 
of up to 42.2 mbps. 

our innovation in broadband extends to the packages we offer our 
customers.  In 2011, VIVA was the first to offer bundled packages 
for a range of smartphones in Kuwait: the iphone 4S, Samsung 
galaxy tab and Samsung Android handsets.  we have set the bar 
high when it comes to offering customers simple, clear pricing that 
provides value for money to our customers.     

on the back of our broadband internet strategy, I am proud to say 
that VIVA is now the second biggest provider of data services in 
Kuwait.   looking forward, we will continue our efforts to provide 
the best in broadband internet services to our customers and look 
forward to growing our market position in this key area. 

2011 was also an exciting year for us as we became the official 
sponsor of the Kuwaiti national football team.  In the 2011 Asian cup, 
the team succeeded in reaching the finals, which were in Australia, 
for the ninth time.

our marketing team continued to lead the way in terms of innovative 
packages, competitions and campaigns throughout the year, 
including being the first in Kuwait to offer gcc data roaming bundles.   
we extended our global reach with almost 1,000 agreements for 
international roaming services in over 200 countries. Four new 
branches were inaugurated in 2011, taking the total to 13 VIVA sales 
outlets.

VIVA has committed to sponsor manchester united football club for 
five years. manchester united is the most successful english football 
club of all time. our association with this internationally renowned 
global brand brings life to our core values and builds our image as a 
young and dynamic organisation.

we endeavour to make a direct and tangible contribution to Kuwaiti 
society through our charitable work and involvement at all levels of the 
community.  Key highlights include the launch of a national campaign 
titled “this is Kuwait” where Kuwaiti traditional values are illustrated 
through television commercials about respect, care, harmony and 
communication. we were also proud to sponsor maryam Al-Joan’s 
trip as the first Kuwaiti woman to Antarctica. 

Finally, I would like to extend my appreciation and recognition to all 
VIVA’s employees and partners, without whom our success in 2011 
would not have been possible. 

Eng. Salman Al-Badran
ceo
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• Eng. Salman Bin Abdulaziz Al-Badran

   Chief Executive Officer (3rd from left)

• Abdulaziz Abdullah Al-Qatie

   Chief Financial Officer (2nd from left)

• Dany Doueik

   Chief Commercial Officer (5th from left)

• issam issa Al-Asousi

   Chief Regulatory and Corporate Affairs Officer (4th from left)

• Dr. Waleed Abdullah Al-Tararwa

   Chief Human Resources Officer (1st from left)

MANAgEMENT TEAM 
THE ExEcuTivE MAnAGEMEnT TEAM 
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our vision is primarily based on working to provide more unique 
services and products that satisfy the aspirations of our clients 
and accommodate their needs, which in turn will earn us 
their trust. this is through presenting to our clients unlimited 
opportunities in the field of telecommunications with the aim of 
boosting our relationships with them and giving them the best 
experience around the clock.

our vision was embodied in the fundamental change that took 
place with getting to know the market and focussing on the needs 
of clients in everything we say and do. we have pledged to work 
to enrich the lives of our clients through telecommunications, 
entertainment and information, and data transfer services.

OUR VISION

our passion is performance, innovation, and delivering superior 
quality. we are efficient, reliable, and highly responsive to our 
clients’ needs.

EnERGETic 

we are open, trustworthy and collaborative.

we offer a wide range of easy to understand products. our 
actions create value, helping our customers lead more rewarding 
and enjoyable lives.

everything we do revolves around our customers.

TRAnSpAREnT 

FulFillinG 

EnGAGinG 

OUR VALUES
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Subscribers (000’s)

586

2009 2010 2011

1,047

827

Revenues (KD Million)

43.3

2009 2011

93.6

2010

60.7

cApEx (KD Million)

28.8

2009 2011

80.2

2010

27.7

EBiTDA (KD Million)

9.8

2009

25.6

2011

2010 0.5
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Since launch, VIVA’s management team has focused on creating 
a profitable business that is well positioned to deliver sustainable 
growth for its shareholders. the investments that have been 
made so far into the roll-out of our world leading technology and 
infrastructure are bearing fruit. between 2009 and 2011, VIVA 
has more than doubled its revenues to reach KD 93.6 million. 
ebItDA figures have also continued to improve year-on-year to 
reach KD 0.5 million in 2011. 

we remain committed to investing in our business so that VIVA 
maintains its technological and innovative edge. the initial roll 
out of VIVA’s network required significant capital expenditure. 
As such, capital expenditure continues to increase gradually. 
For 2011, cApex was KD 28.8 million, compared with KD 27.7 
million in 2010. As the network coverage approaches target 
levels, less investment in infrastructure will be required.  

incorporation Decree

the incorporation decree and principal law of the company 
was adopted by the ministry of commerce and Industry and 
the Fatwa and legislation Department, and documented at 
the ministry of Justice in June 2008. Following approval of 
the council of ministers, Amiri Decree number 187/2008 was 
issued regarding the license of the incorporation of a Kuwaiti 
share holding company named ‘Kuwait telecommunications 
company’ (VIVA).

Shareholder structure

• 50% held by individual Kuwaiti investors
• 26% held by Saudi Telecom Company 
• 24% of shares held by the Government of the State of Kuwait 

pursuant to the tender document issued on September 23rd, 
2007 by the ministry of commerce and Industry for the third 
mobile telecommunications company in Kuwait, Stc won the 
bid for 26% of the issued shares of the company. the bid for 
the strategic 26% share was closed in november 2007 and 
awarded to Stc. Stc is a leading telecommunication services 
provider with more than 160 million global customers.

recently, the company embarked on an ambitious path of 
strategic growth, expanding its footprints beyond the Kingdom 
of Saudi Arabia’s borders to international markets, forming a 
network of businesses and investments in a number of gcc 
countries, Asia and Africa.

Stc is now present in bahrain, India, Indonesia, Jordan, 
lebanon, Kuwait, malaysia, turkey and South Africa with the 
aim of reaching out to 160 million customers around the world.

VIVA AT A gLANCE
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AWARDS & 
ACHIEVEMENTS
2011 was a year of achievement for VIVA. Some highlights 
include: 

• VIVA was elected as a board member of the SAmenA 
telecom council board. the board, which includes a number 
of high profile telecommunication companies in the menA & 
South Asia region, represents over 40 telecommunications 
operators in 25 markets, with an aggregate subscriber base 
of 700 million mobile users, 79 million fixed-line users, and 
22 million broadband users. SAmenA council’s membership 
embodies a community of telecom operators, manufacturers, 
government bodies, academia, and leading global 
management consultancy organisations. 

• VIVA has committed to sponsor manchester united football club 
for five years. manchester united is the most successful english 
football club of all time. our association with this internationally 
renowned global brand brings life to our core values and builds 
our image as a young and dynamic organisation.

• VIVA launched the fastest internet service in Kuwait at a speed  
of up to 42.2 mbps. the company also launched the first ever 
gcc data roaming bundles. It was also the first to launch 
mobile internet speeds of up to 21.6 mbps. 

• VIVA signed an agreement with Apple to launch the latest 
iphone in Kuwait with a variety of packages and services 
designed to be affordable for everyone. this was the first time 
that Apple smartphones became available in the region.

• VIVA won the “best Strategic telecommunication portal 
Award” from the pan Arab web Awards Academy. the award 
was given to VIVA for its distinguished website, in terms of 
innovation, ease of use, display and visual design.
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CORpORATE
SOCIAL RESpONSIBILITy
VIVA is committed to social responsibility and prides itself on the 
active role it plays within the Kuwaiti community. our objective 
is to make sensible, sustainable investments using a long-term 
strategic and integrated approach. this involves building upon 
our strong foundation of ethics and corporate governance; being 
consistent in our commitment to on-going, impartial, transparent 
sharing of information; and making sure that our core priority cSr 
commitments are achievable in relation to our financial performance.

the principal pillars of VIVA’s cSr strategy are based around 
education and development, caring for the environment, 
investing in healthcare, encouraging entrepreneurial thinking 
and strengthening our bond with society.  2011 has seen VIVA 
support a number of important initiatives.

• coinciding with Kuwait’s 50th national Day and 20th liberation 
Day anniversaries, VIVA launched a national campaign 
titled “this is Kuwait” or “hatha Al Kuwaiti” where selected 
Kuwaiti traditional values are addressed through television 
commercials about: respect, care, harmony, nationalism, 
and communication, which represent the essence of the 
Kuwaiti society.

• In 2011, VIVA launched the Al mukhleseen campaign to 
honour people working in Kuwait from all vital sectors and 
demonstrating their dedication and devotion to their work in 
various communication tools.

• In 2011, VIVA was proud to sponsor maryam Al Joan’s trip 
as the first Kuwaiti woman to Antarctica. the earth Sciences 
student studies in bremen, germany and represented the 
Kuwaiti science club on the expedition in February of 2011. 

• As part of their environmental responsibility, VIVA has partnered 
with the environmental Voluntary Foundation to launch the 

“Kuwait oasis” initiative, led by Kuwaiti youths, in order to set 
up one of the biggest green oasis in Kuwait for a healthier and 
greener environment. 

• VIVA has also made several donations to charities in 2011 
including the Al takaful Society and the Direct Aid Society. It 
has also provided special offers for the visually impaired and 
has announced several initiatives whereby it has signed an 
agreement to provide wheelchairs to government hospitals 
that would be of great benefit to the patients. 

• “Ana healthy” is a national Awareness campaign which seeks 
to encourage positive change towards a healthier Kuwaiti 
society. In 2011, VIVA was proud to sponsor the television 
show which combined eight people and endeavoured to guide 
them through their life changing process to become healthier 
and stronger individuals. 

• In an effort to place the name of Kuwait into the guinness 
book of records, VIVA supported the creation of a memorial 
monument to honor all the teachers who are a symbol of giving 
and dedication to the renaissance of society and education. 
the monument is a geometric model that was built with one 
million pencils with the participation of a group of students 
representing schools in Kuwait. 

• VIVA is proud to be sponsoring the Kuwait Football Federation 
and the Kuwait national Football team in the Asian cup 
qualifiers leading up to the 2014 world cup. we are committed 
to supporting the Kuwait Football Federation and the national 
football team and are supporting them every step of the way 
as they aim to qualify for the 2014 brazil world cup with a VIVA 
logo on their shirts.
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VIVA REVIEW
ouR cliEnTS 

the Kuwaiti market is considered one of the most active and 
dynamic in the region and it is one that is full of promising 
opportunities. the population in Kuwait, close to four million, is 
of different backgrounds and nationalities. we realize that our 
clients have great expectations and ambitions and that it is a 
great challenge to present to them unique and distinguished 
services that are up to the standards they aspire for.

Since the very beginning of our launch, we have sought to give 
our clients the option of selecting the number that best suits 
them, and this continuing service has led to an increase in client 
trust and their desire to be a part of our family. this has brought 
our client base to approximately one million in record time. 
currently, our clients are enjoying a great number of interesting 
and innovative services, and we will continue to fulfill their 
expectations in the future.

As such, VIVA has been keen to present everything new and 
advanced in this field through the establishment of more than 
1,000 network coverage spots so that its network may cover the 
whole of the State of Kuwait and provide the best performance 
possible. the company continues to invest in its infrastructure 
through the use of the latest and most advanced technology 
systems available. 

nETWoRK covERAGE



22



23

VIVA REVIEW
nEW pRoDucTS AnD SERvicES

An agreement was signed with “Apple” to launch the latest iphone 
devices in the Kuwait market with distinguished packages and 
services designed to be affordable by everyone. Another agreement 
was signed with “rIm” to launch the newest blackberry devices 
with unique packages, placing the company in the forefront when 
it comes to offering products and keeping up with the fast-paced 
change in the telecommunication field.

one of the distinguished and unique offers for 2011 was the 
successful ‘win a car every week’ campaign, that allowed clients 
the chance to win a 2011 model car every week. 

In the company’s pursuit to provide the latest devices, VIVA launched 
the Samsung galaxy S II exclusively in Kuwait through its partnership 
with Al-babtain Integrated Solutions company,  Samsung - Kuwait 
distributor and one of VIVA’s authorized dealers.

VIVA launched a new service in collaboration with transfer to, the leading 
provider of International Airtime transfer services, enabling prepaid 
customers to send credit to friends, family and loved ones abroad. 
the company also launched the internet service at a speed of 42.2 
mbps and the data roaming bundles in the gcc region. In addition 

to launching many tailor made services, such as Al Afasi; SmS 
messages for the ministry of Interior and the ministry of education; 
and the ‘celebrating together’ program to participate in the national 
celebrations of sister and friendly nations.

Social media had a sizable share in 2011, where VIVA was the first 
Kuwaiti telecommunications company to launch its commercial 
branches’ locations on the Foursquare application, as well as 
posting many contests and special offers for its followers on its 
official accounts on Facebook and twitter.

Finally with  the increase in VIVA subscribers, the company opened 
five new branches this year, bringing the total to 13 located around 
the country, with the aim  to cover all residential areas and to achieve 
the best customer service possible.



24



25

VIVA FAMILy
In the VIVA family, people are the main engine for operations. 
people are the root and are the primary motivator that guarantees 
that the company has a competitive edge in the society. this has 
brought our company under the spotlight, and its emphasis on 
values has become a source of satisfaction for our clients. the 
members of the VIVA family are the company’s strength and its 
heartbeat.

At VIVA, we are proud to be a distinguished trademark in the 
Kuwaiti telecommunications market and to be the best choice 
for anyone looking for a job that is dynamic and developing. 
our goal is to make VIVA one of the companies that produces 
creative and innovative people in different areas.

As such, we have devised advanced and innovative training 
courses that rely on transparency and the exchange of cultural 
elements and ideas, as well as openness towards others. this 
guarantees us a solid base that allows our employees to grow and 
to develop their creative abilities and achieve their aspirations.

our goal at VIVA is to achieve greater teamwork and to create 
a suitable working atmosphere in which our employees can 
work with confidence and realize their goals. we aspire for our 
employees to be proud of being a part of the VIVA family and to 
be totally satisfied with themselves as contributors to the great 
success of their company, for our dear shareholders and the 
Kuwaiti market.
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FINANCIAL STATEMENTS

for the year ended 31 December 2011

FinAnciAl STATEMEnTS AnD 
inDEpEnDEnT AuDiToRS’ REpoRT 
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The Shareholders
Kuwait Telecommunications company K.S.c.
State of Kuwait

Report on the financial statements

we have audited the accompanying financial statements of Kuwait 
telecommunications company K.S.c. (“the company”), which comprise the 
statement of financial position as at 31 December 2011, the statements of 
comprehensive income, changes in equity and cash flows for the year then 
ended, and notes, comprising a summary of significant accounting policies 
and other explanatory information.

management’s responsibility for the financial statements

management is responsible for the preparation and fair presentation of these 
financial statements in accordance with International Financial reporting 
Standards, and for such internal control as management determines is 
necessary to enable the preparation of financial statements that are free from 
material misstatement, whether due to fraud or error.

Auditors’ responsibility

our responsibility is to express an opinion on these financial statements 
based on our audit.  we conducted our audit in accordance with International 
Standards on Auditing.  those standards require that we comply with ethical 
requirements and plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about 
the amounts and disclosures in the financial statements.  the procedures 
selected depend on our judgment, including the assessment of the risks of 
material misstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments, we consider internal control relevant 
to the entity’s preparation and fair presentation of the financial statements in 
order to design audit procedures that are appropriate in the circumstances, 
but not for the purpose of expressing an opinion on the effectiveness of the 
entity’s internal control. An audit also includes evaluating the appropriateness 
of accounting policies used and the reasonableness of accounting estimates 
made by management, as well as evaluating the overall presentation of the 
financial statements.

we believe that the audit evidence we have obtained is sufficient and 
appropriate to provide a basis for our audit opinion. 

IndePendent AudItorS’ rePort
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opinion

In our opinion, the financial statements present fairly, in all material respects, 
the financial position of the company as at 31 December 2011, and of its 
financial performance and its cash flows for the year then ended in accordance 
with International Financial reporting Standards.

emphasis of matter

without qualifying our opinion, we draw attention to note 2 in the financial 
statements which sets out management’s assessment of the company’s 
ability to continue as a going concern. 

management anticipated losses at this stage of its operations and have 
a reasonable expectation that the company has adequate resources to 
continue in operational existence for the foreseeable future. the assumptions 
include adequate and continued support of a strategic shareholder.

Further, the company was successful in rescheduling its current liabilities 
with a principal supplier as disclosed in note 13 and in obtaining Islamic 
financing facilities as disclosed in note 11. management believes that the 
anticipated operating cash flows for the year ending 2012 together with the 
financing arrangements contemplated at this stage will enable the company 
to meet its financial obligations maturing within the foreseeable future. 

In addition to the above, the board of Directors plans to convene an 
extraordinary general meeting in accordance with the requirements of the 
Kuwait commercial companies law as the company’s accumulated losses 
as at 31 December 2011 exceeded 75% of its share capital.

Report on other legal and regulatory requirements

we further report that we have obtained the information and explanations 
that we required for the purpose of our audit and the financial statements 
include the information required by the Kuwait commercial companies law 
of 1960, as amended, and the company’s articles and memorandum of 
association. In our opinion, proper books of account have been kept by the 
company, an inventory count was carried out in accordance with recognized 
procedures and the accounting information given in the board of Directors’ 
report agrees with the books of account. we have not become aware of 
any contravention, during the year ended 31 December 2011, of the Kuwait 
commercial companies law of 1960, as amended, or the company’s 
articles and memorandum of association, that would materially affect the 
company’s activities or its financial position.

Safi A. Al-Mutawa 
license no 138 “A”
of KPMG Safi Al-Mutawa & Partners
Member firm of KPMG International 

Bader A. Al wazzan
licence no. 62A
deloitte & touche
Al-fahad, Al-wazzan & Co.

Kuwait: 1 february 2012
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2011 2010
note KD KD

Assets
property and equipment 4 101,419,047 88,376,468
Intangible assets 5 417,108 542,290
other non-current assets 6        841,693     1,008,432
non-current assets 102,677,848   89,927,190
Inventories 1,269,024 707,292
prepayments and other assets 7 2,493,526 2,466,885
trade and other receivables 8 8,752,711 4,743,769
cash and cash equivalents   10,904,514     2,606,815
current assets   23,419,775   10,524,761
Total assets 126,097,623 100,451,951

Equity 9
Share capital 49,940,000 49,940,000
Accumulated losses (68,475,265)  (54,065,256)
Total equity (18,535,265)    (4,125,256)
liabilities
employees’ end of service benefits 10 637,782 387,035
Islamic financing facilities 11 15,000,000 -
trade and other payables 13   39,129,091   36,581,132
non-current liabilities   54,766,873   36,968,167
Islamic financing facilities 11 10,000,000 -
Due to parent company 12 8,524,848 7,056,178
trade and other payables 13   71,341,167   60,552,862
current liabilities   89,866,015   67,609,040
Total liabilities 144,632,888 104,577,207
Total equity and liabilities 126,097,623 100,451,951

Kuwait Telecommunications company K.S.c.
State of Kuwait

Statement of financial position
as at 31 December 2011

the notes on pages 34 to 51 are an integral part of these financial statements.

chairman
Adel Mohammad Al-Roumi
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note 2011 2010
KD KD

revenue 93,595,477 60,713,283
cost of sales (31,419,713) (19,849,563)
Gross profit 62,175,764 40,863,720

Depreciation and amortization (15,219,786) (12,562,267)
other operating expenses 14 (61,671,161) (50,663,136)
Results from operating activities (14,715,183) (22,361,683)

Finance cost (967,823) -
other income 15     1,279,997     1,882,440

loss before Board of Directors’ remuneration, contribution to Kuwait Founda-
tion for the Advancement of Sciences (“KFAS”) and Zakat (14,403,009) (20,479,243)

board of Directors’ remuneration          (7,000)          (7,000)
net loss for the year (14,410,009) (20,486,243)

other comprehensive income - -
Total comprehensive loss for the year (14,410,009) (20,486,243)

Basic and diluted loss per share (fils) 16          (28.85)          (41.02)

Kuwait Telecommunications company K.S.c.
State of Kuwait

Statement of comprehensive income
for the year ended 31 December 2011

the notes on pages 34 to 51 are an integral part of these financial statements.
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Share capital Accumulated losses Total
KD KD KD

balance at 1 January 2010 49,940,000 (33,579,013) 16,360,987
total comprehensive loss for the year                   - (20,486,243) (20,486,243)
balance at 31 December 2010 49,940,000 (54,065,256)   (4,125,256)

Share capital Accumulated losses Total
KD KD KD

balance at 1 January 2011 49,940,000 (54,065,256) (4,125,256)
total comprehensive loss for the year                   - (14,410,009) (14,410,009)
balance at 31 December 2011 49,940,000 (68,475,265) (18,535,265)

Kuwait Telecommunications company K.S.c.
State of Kuwait

Statement of changes in equity
for the year ended 31 December 2011 

the notes on pages 34 to 51 are an integral part of these financial statements.
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Kuwait Telecommunications company K.S.c.
State of Kuwait

Statement of cash flows 
for the year ended 31 December 2011

note 2011 2010
KD KD

cash flows from operating activities
loss for the year (14,410,009) (20,486,243)
Adjustments for:
Depreciation and amortization 15,219,786 12,562,267
write offs 4 - 18,434
Investment income (127,191) (156,121)
Finance cost 967,823 -
provision for doubtful debts 8 5,731,311 1,391,086
provision for end of service benefits 10 268,158 952
provision for slow moving inventory          93,637          44,118

7,743,515 (6,625,507)
changes in:
- other non-current assets 166,739 229,679
- inventories (655,369) (62,556)
- prepayments and other assets 173,360 (719,557)
- trade and other receivables (9,766,859) (404,440)
- due to parent company 1,468,670 (9,328,431)
- trade and other payables     1,337,397     5,649,343
cash from / (used in) operating activities 467,453 (11,261,469)

payments towards employees’ end of service benefits 10        (17,411)        (23,203)
net cash from / (used in) operating activities        450,042 (11,284,672)

cash flows from investing activities
Acquisition of property and equipment 4 (27,740,189) (28,845,508)
Acquisition of intangible assets 5 (396,994) (669,319)
Finance income        153,797        165,850
net cash used in investing activities (27,983,386) (29,348,977)

cash flows from financing activities
net proceeds from Islamic financing facilities 24,800,000 -
Increase in trade and other payables 11,778,551 28,837,891
Finance costs     (747,508)                    -
net cash from financing activities 35,831,043  28,837,891

net increase /(decrease) in cash and cash equivalents 8,297,699 (11,795,758)
cash and cash equivalents at 1 January   2,606,815  14,402,573
cash and cash equivalents at 31 December 10,904,514    2,606,815

the notes on pages 34 to 51 are an integral part of these financial statements.
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1. Reporting entity

Kuwait telecommunications company (“the company”) is a Kuwaiti 
Shareholding company incorporated pursuant to Amiri decree no. 187 
on 22 July 2008 to operate and manage the third gSm mobile network 
in Kuwait as per law no. 2 of 2007.

the company carries out its operations in accordance with the principles 
of Islamic Shari’a.  

the company is a subsidiary of Saudi telecommunications company 
(“Stc” or “the parent company”), which is listed on the Saudi Stock 
exchange.

the company is primarily engaged in providing cellular mobile 
telecommunication services in Kuwait. the company was registered in 
the commercial register on 9 november 2008 under registration number 
329673 and commenced its commercial operations branded as VIVA on 
3 December 2008.

the company is domiciled in the State of Kuwait and its registered 
address is olympia building, p.o. box. 181. Salmiya 22002, Kuwait.

these financial statements were authorized for issue by the board of 
Directors of the company on 11 January 2012. the shareholders of the 
company have the power to amend these financial statements at the 
Annual general Assembly meeting.

the Annual general Assembly held on 27 April 2011, approved the 
financial statements of the company for the year ended 31 December 
2010.

the board of Directors of the company have resolved to list the shares of 
the company on the Kuwait Stock exchange. the regulatory approvals 
are in process as at the reporting date.

2. Basis of preparation

a. Statement of compliance

the financial statements have been prepared in accordance 
with International Financial reporting Standards (“IFrS”) and the 
requirements of the Kuwait commercial company law of 1960, as 
amended, ministerial order no.18 of 1990 and the company’s articles 
and memorandum of association.

b. Basis of measurement

the financial statements have been prepared on the historical cost or 
amortized cost basis.

going concern 

the company has incurred accumulated losses of KD 68,475,265 
as at 31 December 2011 (31 December 2010: KD 54,065,256) and, 
as of that date, the company’s current liabilities exceeded its current 
assets by KD 66,446,240 (31 December 2010: KD 57,084,279). As 
a result, the company’s ability to continue in operation is contingent 
on the availability of adequate financial support. management does 
not consider these conditions indicate the existence of a material 
uncertainty regarding the company’s ability to continue as going 
concern as the company is in the start up phase and has anticipated 
the level of losses at this stage of its operations. 

Furthermore, the company was incorporated pursuant to Amiri 
decree no. 187 to operate and manage the third gSm mobile network 
in Kuwait in accordance with law no. 2 of 2007 with a strategic 
shareholder (who has acquired a 26% equity stake and signed a long-
term management agreement with the company).

the company has been successful in rescheduling its current liabilities 
with a principal supplier as disclosed in note 13 and in obtaining Islamic 
financing facilities as disclosed in note 11. the anticipated operating 

Kuwait Telecommunications company K.S.c.
State of Kuwait

notes to the financial statements 
for the year ended 31 December 2011
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cash flows for the year ending 2012 together with the financing 
arrangements obtained at this stage will enable the company to 
meet its financial obligations maturing within the foreseeable future. 
Further, the company has been able to generate positive cash flows 
from its operations during the current year. Accordingly, these financial 
statements have been prepared on a going concern basis.

At an extraordinary general Assembly meeting held on 18 may 2011, 
the board of Directors presented the company’s revised business 
plan which was discussed and approved by the shareholders of the 
company. 

Further, the company’s accumulated losses as at 31 December 2011 
exceeded 75% of its share capital, and therefore, in accordance with 
Article 171 of Kuwait commercial companies law, the board of 
Directors are required to convene an extraordinary general Assembly 
during the current year, to discuss management plans to address the 
solvency issue. 

c. Functional and presentation currency

these financial statements are presented in Kuwaiti Dinars (“KD”), 
which is the company’s functional currency. 

d. use of estimates and judgments

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

estimates and underlying assumptions are reviewed on an ongoing 
basis. revisions to accounting estimates are recognized in the period 
in which estimates are revised and in any future periods affected.

Information about critical judgments in applying accounting policies 

that have the most significant effect on the amounts recognized in the 
financial statements is included in the following notes:

• Note 3 (a) – Estimates of useful lives;
• Note 3 (a) – Cost capitalization;
• Note 3 (g) – Provisions; and
• Note 3 (h) – Impairment. 

3. Significant accounting policies

The accounting policies set out below have been applied consistently 
by the Company.

a. property and equipment

i. Recognition and measurement

property and equipment is carried at cost less accumulated 
depreciation and impairment losses. 

cost includes expenditure that is directly attributable to the acquisition 
of the asset. the cost of self-constructed assets includes the cost 
of material and direct labor, and other costs directly attributable to 
bringing the assets to a working condition for their intended use, and 
an estimate of the costs of dismantling and removing the items and 
restoring the site on which they are located. purchased software that 
is integral to the functionality of the related equipment is capitalized as 
part of that equipment. 

when parts of an item of property and equipment have different useful 
lives, they are accounted for as separate items (major components) of 
property and equipment.

Any gain or loss on disposal of an item of property and equipment 
(calculated as the difference between the net proceeds from disposal 
and the carrying amount of the item) is recognized in the statement of 
comprehensive income.

Kuwait Telecommunications company K.S.c.
State of Kuwait

notes to the financial statements 
for the year ended 31 December 2011
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3. Significant accounting policies (continued)

the useful lives are reviewed periodically and are reassessed and 
adjusted, if appropriate, at each reporting date to ensure that the 
period of depreciation is consistent with the expected pattern of 
economic benefits from items of property and equipment. A change 
in the estimated useful life of property and equipment is applied at the 
beginning of the period of change with no retrospective effect.

capital work in progress is stated at cost less impairment losses, if any. 
Depreciation of these assets commences when the assets are ready for 
their intended use in accordance with the company’s policies.

ii. Subsequent costs

Subsequent expenditure is capitalized only if it is probable that the 
future economic benefits associated with the expenditure will flow to the 
company. ongoing repairs and maintenance are expensed as incurred.

iii. Depreciation

property and equipment is depreciated on a straight-line basis in the 
statement of comprehensive income over the estimated useful lives of 
each component. leased assets are depreciated over the shorter of 
the lease term and their useful lives unless it is reasonably certain that 
the company will obtain ownership by the end of the lease term.

property and equipment is depreciated from the date that they are 
installed and are ready for use.

the estimated useful lives for the current and comparative years of 
significant items of property and equipment are as follows:

network equipment and infrastructure 5 – 15  years
It related assets    3 –  5  years
Furniture and fixtures   5 years

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

b. intangible assets

i. Recognition and measurement

license fees incurred or acquired by the company have finite useful 
lives and are measured at cost less accumulated amortization and 
impairment losses. 

Subsequent expenditure is capitalized only when it increases the future 
economic benefits embodied in the specific asset to which it relates. 
All other expenditure is recognized in the statement of comprehensive 
income as incurred.

ii. Amortization 

Intangible assets are amortized on a straight line basis in the statement 
of comprehensive income over their estimated useful lives of 3 years, 
from the date they are available for use. 

Amortization methods and useful lives are reassessed at each reporting 
date and adjusted if appropriate.

c. Key money

Key money paid in respect of operating leases is recognized as a lease 
prepayment. the prepayment is expensed through the statement of 
comprehensive income over the lease term. 

d. inventories

Inventories are measured at the lower of cost and net realizable value. 
the cost of inventories is based on the weighted-average principle, 
and includes expenditure incurred in bringing them to their existing 
location and condition. 

Kuwait Telecommunications company K.S.c.
State of Kuwait

notes to the financial statements 
for the year ended 31 December 2011
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3. Significant accounting policies (continued)

net realizable value is the estimated selling price in the ordinary course 
of business, less the estimated selling expenses.  

e. Financial instruments

i. Non-derivative financial assets

the company classifies non-derivative financial assets into the loans 
and receivables category.

loans and receivables are financial assets with fixed or determinable 
payments that are not quoted in an active market. Such assets are 
recognized initially at fair value plus any directly attributable transaction 
costs. Subsequent to initial recognition, loans and receivables are 
measured at amortized cost using the effective profit method, less any 
impairment losses (see note 3(h)(i). 

the company initially recognizes loans and receivables on the date 
that they are originated. All other financial assets are recognized initially 
on trade date, which is the date that the company becomes a party to 
the contractual provisions of the instrument.

loans and receivables comprise of cash and cash equivalents and 
trade and other receivables.

the company derecognizes a financial asset when the contractual rights 
to the cash flows from the asset expires, or it transfers the rights to 
receive the contractual cash flows in a transaction in which substantially 
all the risks of ownership of the financial asset are transferred. Any 
interest in such transferred financial assets that is created or retained by 
the company is recognized as a separate asset or liability.

ii. Non-derivative financial liabilities

All financial liabilities are recognized initially on the trade date, which 

is the date that the company becomes a party to the contractual 
provisions of the instrument.

the company derecognizes a financial liability when its contractual 
obligations are discharged, cancelled or expire.

the company classifies non-derivative financial liabilities into the 
other financial liability category. Such financial liabilities are recognized 
initially at fair value less any directly attributable transaction costs. 
Subsequent to initial recognition, these financial liabilities are measured 
at amortized cost using the effective profit method.

Financial liabilities comprise of Islamic financing facilities, due to parent 
company and trade and other payables.

f. cash and cash equivalents

cash and cash equivalents comprise of cash balances, short-term 
deposits and investments in Islamic money market instruments with 
original maturities of three months or less. 

g. provisions

A provision is recognized if, as a result of a past event, the company 
has a present legal or constructive obligation that can be estimated 
reliably, and it is probable that an outflow of economic benefits will 
be required to settle that obligation. provisions are measured at the 
management’s best estimate of the expenditure required to settle the 
obligation at the reporting date and are discounted to present value 
where the effect is material. 

h. impairment

i. Non-derivative financial assets

A financial asset not classified as at fair value through the statement of 
comprehensive income is assessed at each reporting date to determine 

Kuwait Telecommunications company K.S.c.
State of Kuwait

notes to the financial statements 
for the year ended 31 December 2011
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3. Significant accounting policies (continued)

whether there is objective evidence that it is impaired. A financial asset 
is impaired if there is objective evidence of impairment as a result of one 
or more events that occurred after the initial recognition of the asset, 
and that loss event(s) had an impact on the estimated future cash flows 
of that asset that can be estimated reliably.

objective evidence that financial assets are impaired includes default 
or delinquency by a debtor, an increase in the number of delayed 
payments in the portfolio past the average credit period, restructuring 
of an amount due to the company on terms that the company would 
not consider otherwise, indications that a debtor or issuer will enter 
bankruptcy, adverse changes in payment status of a borrower or issuers, 
economic conditions that correlate with defaults or disappearance of 
an active market for a security. 

the company considers evidence of impairment for financial assets 
measured at amortized cost (loans and receivables) at both a specific 
asset and collective level. All individually significant assets are assessed 
for specific impairment. those found not to be specifically impaired 
are then collectively assessed for impairment that has been incurred 
but not yet identified. Assets that are not individually significant are 
collectively assessed for impairment by grouping together assets with 
similar risks characteristics. 

An impairment loss in respect of a financial asset measured at amortized 
cost is calculated as the difference between its carrying amount and 
the present value of the estimated future cash flows discounted at 
the asset’s original effective profit rate. losses are recognized in the 
statement of comprehensive income and reflected as an allowance 
account against loans and receivables. when an event occurring after 
the impairment was recognized causes the amount of impairment loss 
to decrease, the decrease in impairment loss is reversed through the 
statement of comprehensive income.

ii. Non-financial assets

the carrying amounts of the company’s non-financial assets, other than 
inventories, are reviewed at each reporting date to determine whether 
there is any indication of impairment. If any such indication exists, then 
the asset’s recoverable amount is estimated. An impairment loss is 
recognized if the carrying amount of an asset or cash-generating unit 
(cgu) exceeds its recoverable amount.

the recoverable amount of an asset or cgu is the greater of its value 
in use and its fair value less costs to sell. In assessing value in use, the 
estimated future cash flows are discounted to their present value using 
a discount rate that reflects current market assessments of the time 
value of money and the risks specific to the asset or cgu. 

Impairment losses recognized in prior periods are assessed at each 
reporting date for any indications that the loss has decreased or 
no longer exists. An impairment loss is reversed if there has been a 
change in the estimates used to determine the recoverable amount. An 
impairment loss is reversed only to the extent that the asset’s carrying 
amount does not exceed the carrying amount that would have been 
determined, net of depreciation or amortization, if no impairment loss 
had been recognized. A reversal of an impairment loss is recognized 
immediately in the statement of comprehensive income.

i. Employee benefits 
 

Kuwaiti employees

pensions and other social benefits for Kuwaiti employees are covered 
by the public Institution for Social Security Scheme, to which employees 
and employers contribute monthly on a fixed-percentage-of-salaries 
basis. the company’s share of contributions to this scheme is charged 
to the statement of comprehensive income in the year to which they 
relate. 

Kuwait Telecommunications company K.S.c.
State of Kuwait

notes to the financial statements 
for the year ended 31 December 2011
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3. Significant accounting policies (continued)

Expatriate employees

expatriate employees are entitled to an end of service indemnity payable 
under the Kuwait labor law and the company’s by-laws based on 
the employees’ accumulated periods of service and latest entitlements 
of salaries and allowances. provision for this unfunded commitment 
which represents a defined benefit plan has been computed as the 
amount payable to employees as a result of involuntary termination on 
the reporting date.  

j. offsetting

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

 
k. Revenue recognition

revenue represents the value of fixed or determinable consideration that 
has been received or is receivable and includes revenue from revenue 
sharing arrangements entered into with national and international 
telecommunication operators in respect of traffic exchanged. 

revenue from telecommunication services is recognized when services 
have been rendered and is net of discounts and rebates allowed.  prepaid 
revenue collected in advance is deferred and recognized based on actual 
usage or upon expiration of the usage period, whichever comes first.

upon termination of the customer contract, all deferred revenue for 
unused airtime is recognized in the statement of comprehensive income.

revenue from sale of equipment, handsets etc., is recognized when the 
significant risks and rewards of ownership of the goods have passed to 
the buyer and the amount of revenue can be measured reliably.

l. Finance cost

Finance costs comprise of expense on Islamic financing facilities. the 
expense is recognized as it accrues in the statement of comprehensive 
income.   

m. customer loyalty program

credit awards resulting from sale proceeds is deferred until the customer 
redeems or the obligation in respect of the credit award is fulfilled.
Deferred revenue is released to statement of comprehensive income 
when it is no longer considered probable that the credit awards will be 
redeemed.

n. Kuwait Foundation for Advancement of Sciences (“KFAS”)

contribution towards KFAS is computed at 1% of taxable profit of 
the company after deducting board of Directors’ remuneration in 
accordance with the modified calculation based on the KFAS’s board 
of Directors resolution which states that the income from associates 
and subsidiaries, board of Directors’ remuneration, transfer to 
statutory reserve should be excluded from the profit for the year when 
determining the contribution. 

o. contingent liabilities

contingent liabilities are present obligations that arise from past events 
for which an outflow of resources embodying economic benefits is not 
probable or for which the amount of the obligation cannot be measured 
reliably.

Kuwait Telecommunications company K.S.c.
State of Kuwait

notes to the financial statements 
for the year ended 31 December 2011
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3. Significant accounting policies (continued)

p. Zakat

Contribution towards Zakat is computed at 1% of the net profit for 
the period and provided for in accordance with the requirements of 
law no. 46 of 2006 and charged to the statement of comprehensive 
income.

q. leases

payments made under operating leases are recognized in the statement 
of comprehensive income on a straight-line basis over the term of the 
lease. lease incentives received are recognized as an integral part of 
the total lease expense over the term of the lease.

r. Foreign currency transactions 

transactions in foreign currencies are translated into KD at exchange 
rates at the dates of the transactions. monetary assets and liabilities 
denominated in foreign currencies at the reporting date are retranslated 
to KD at the exchange rate at that date. 

non-monetary assets and liabilities denominated in foreign currencies 
that are measured at fair value are retranslated to the KD at the 
exchange rate at the date that the fair value was determined. non-
monetary items in a foreign currency that are measured in terms of 
historical cost are translated using the exchange rate at the date of 
the transaction.

Foreign currency differences arising on retranslation are recognized in 
the statement of comprehensive income.

s. new standards and interpretations not yet adopted

A number of new standards, amendments to standards and 
interpretations are not yet effective for annual periods beginning after 
1 January 2011 and have not been applied preparing these financial 
statements.  
the management anticipates that none of these standards and 
interpretations is expected to have a significant effect on the financial 
statements of the company, except for IFrS 9 Financial Instruments, 
which becomes mandatory for the company’s 2015 financial 
statements and could change the classification and measurement of 
financial instruments. 

the company does not plan to adopt this standard early and the 
extent of the impact has not been determined.

t. Amended standard adopted by the company 

IAS 24 Related party disclosures (Revised)

the amended Standard clarified the definition of a related party to 
simplify the identification of such relationships and to eliminate 
inconsistencies in its application. the revised standard introduces a 
partial exemption of disclosure requirements for government related 
entities.

Kuwait Telecommunications company K.S.c.
State of Kuwait

notes to the financial statements 
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2011  network
 equipment and

infrastructure

 iT related
assets

 Furniture
and fixtures

 capital work in
progress

Total

cost KD KD KD KD KD

At 1 January 2011 80,463,033 8,434,139 3,094,249 17,010,626 109,002,047
Additions - - 383,715 27,356,474 27,740,189
transfers   25,986,308    2,974,473                     - (28,960,781)                     -
At 31 December 2011 106,449,341 11,408,612     3,477,964   15,406,319 136,742,236

Depreciation and impairment losses
At 1 January 2011 (16,191,349) (3,265,547) (1,168,683) - (20,625,579)

charge for the year (11,761,477) (2,289,423)      (646,710)                     - (14,697,610)
At 31 December 2011 (27,952,826) (5,554,970)   (1,815,393)                     - (35,323,189)

carrying amounts
At 31 December 2011   78,496,515   5,853,642     1,662,571   15,406,319 101,419,047

Kuwait Telecommunications company K.S.c.
State of Kuwait

notes to the financial statements
for the year ended 31 December 2011

capital work in progress comprise of cellular and other equipment. Such assets are not subject to depreciation until the network is tested and is available or 
ready for use.

4. property and equipment
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Kuwait Telecommunications company K.S.c.
State of Kuwait

notes to the financial statements
for the year ended 31 December 2011

4. property and equipment (continued)

2010  network equipment
and infrastructure

 iT related
assets

 Furniture and
fixtures

 capital work in
progress

Total

cost KD KD KD KD KD

At 1 January 2010 65,161,052 5,859,049 2,960,188 6,195,134 80,175,423
Additions - 31,805 134,061 28,679,642 28,845,508
transfers 15,320,865 2,543,285 - (17,864,150) -
write offs        (18,884)                   -                  -                    -        (18,884)
At 31 December 2010   80,463,033   8,434,139   3,094,249  17,010,626 109,002,047

Depreciation and impairment losses
At 1 January 2010 (6,351,795) (1,386,919) (536,410) - (8,275,124)
charge for the year (9,840,004) (1,878,628) (632,273) - (12,350,905)
write offs               450                   -                  -                     -               450
At 31 December 2010 (16,191,349) (3,265,547) (1,168,683)                     - (20,625,579)

carrying amounts
At 31 December 2010   64,271,684   5,168,592   1,925,566  17,010,626   88,376,468
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the movement in the provision for doubtful debts during the year  was 
as follows:

9. Equity

9.1 Share capital

the company’s authorized, issued and fully paid up share capital is 
KD 49,940,000 (2010: KD 49,940,000) comprising of 499,400,000 
(2010: 499,400,000) shares of 100 fils each.

9.2 Statutory reserve

In accordance with the Kuwait commercial companies law of 1960, 
as amended, and the company’s articles of association, 10% of the 
profit for the year, is required to be transferred to the statutory reserve 
until the reserve totals 50% of the paid up share capital, after which

Kuwait Telecommunications company K.S.c.
State of Kuwait

notes to the financial statements
for the year ended 31 December 2011

5. intangible assets 8. Trade and other receivables

7. prepayments and other assets

Intangible assets represent amounts incurred or paid towards acquiring 
licenses to provide certain value added telecommunication services in 
the State of Kuwait.

6. other non-current assets

other non-current assets represent key money paid to lessors as part of 
leasing contracts. Key money expensed during the year amounted to KD 
293,013 (2010: KD 271,295).

2011 2010
cost KD KD

At 1 January 770,519 101,200
Additions    396,994   669,319
At 31 December 1,167,513   770,519

Amortization 
At 1 January (228,229) (16,867)
charge for the year  (522,176) (211,362)
At 31 December  (750,405) (228,229)

carrying amount
At 31 December    417,108   542,290

2011 2010
KD KD

gross trade receivables 15,691,047 7,938,768
provision for doubtful debts (8,933,351) (3,327,040)

6,757,696 4,611,728
other receivables   1,995,015      132,041

  8,752,711   4,743,769

2011 2010
KD KD

prepayments 2,398,648 2,291,960
other current assets      94,878    174,925

2,493,526 2,466,885

2011 2010
KD KD

At 1 January 3,327,040 1,935,954
charge for the year 5,731,311 1,391,086
reversal during the year   (125,000)                 -
At 31 December 8,933,351 3,327,040
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such transfers can be discontinued by a resolution of the shareholders 
in the Annual general Assembly meeting upon recommendation by 
the board of Directors. Distribution of the reserve is limited to the 
amount required to enable the payment of a dividend of 5% of paid 
up share capital to be made in years when retained earnings are not 
sufficient for the payment of a dividend of that amount. 

no transfer has been made to the reserve during the year and in 
previous years on account of losses incurred by the company.

9.3 voluntary reserve

In accordance with the company’s articles of association, 10% 
of profit for the year, before contribution to KFAS and Directors’ 
remuneration, are to be transferred to a voluntary reserve. Such 
transfers can be discontinued by a resolution of the shareholders 
in the Annual general Assembly meeting upon recommendation by 
the board of Directors. there are no restrictions on the distribution 
of this reserve. 

no transfer has been made to the reserve during the year and in 
previous years on account of losses incurred by the company.

10. Employees’ end of service benefits

In 2010, management reassessed its estimate in respect of the 
computation of provision for employees’ end of service benefits. 
the effect of these changes on employees’ end of services benefits, 
recognized in statement of comprehensive income, in the previous year 
was KD 259,036.

11. islamic financing facilities

During the year, the company obtained facilities amounting to KD 
51 million (31 December 2010: nil) through Islamic financing facilities 
arrangements repayable over the next 1-5 years. As at 31 December 
2011, KD 25 million has been drawn against these facilities.

12. Related party balances and transactions

parties are considered to be related if one party, directly or indirectly 
through one or more intermediaries, has the ability to control the other 
party or exercise significant influence over the other party in making 
financial and operating decisions. 

related parties primarily comprise of major shareholders of the 
company, its directors, key management personnel and entities over 
which they exercise significant influence.

the company enters in to related party transactions with the parent 
company. the balance as at the reporting date is disclosed on the face 
of the statement of financial position.

Significant transactions with the parent company included in the 
statement of comprehensive income are as follows. 

Kuwait Telecommunications company K.S.c.
State of Kuwait
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2011 2010
KD KD

At 1 January 387,035  409,286
charge for the year 268,158 259,988
payments made during the year (17,411) (23,203)
reversal              - (259,036)
At 31 December  637,782   387,035

2011 2010
KD KD

management fees incurred 3,285,571 2,428,532
other operating expenses 368,521 526,229
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compensation to key management personnel

Key management personnel comprise of the board of Directors and 
key members of management having authority and responsibility for 
planning, directing and controlling the activities of the company. the 
key management personnel compensation is as follows:

13. Trade and other payables

In 2010, the company has successfully rescheduled its current liabilities 
with a principal supplier amounting to KD 56,020,000 (approximately 
uS$ 200 million). Further, on 22 June 2011, the company entered into 
a deferred payment agreement with a principal supplier amounting to 
KD 42,015,000 (approximately uS$ 150 million) secured against a bank 

guarantee with an aggregate amount of KD 4,201,500 (approximately 
uS$ 15 million) (note 17).

the company’s exposure to currency and liquidity risk related to trade 
and other payables is disclosed in note 18.

Included within accruals and provisions are capital expenditure accruals 
amounting to KD 28,962,612 (2010: KD 19,272,428) representing 
capital expenditure incurred by the company but not invoiced by 
suppliers. 

14. other operating expenses

15. other income

other income mainly represents foreign currency exchange differences 
of KD 643,535 (2010: KD 1,637,863) and investment income of KD 
127,191 (2010: KD 156,121).
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2011 2010
KD KD

Salaries, allowances and other
benefits    

635,414 528,587

end of service benefits   34,188   40,357
669,602 568,944

2011 2010
KD KD

current
trade payables 18,296,078 18,427,313
Accruals and provisions 46,897,957 37,322,387
other payables     6,147,132   4,803,162

  71,341,167 60,552,862
non-current
trade payables 25,223,037 28,837,891
Accruals and provisions   13,906,054   7,743,241

  39,129,091 36,581,132
110,470,258 97,133,994

2011 2010
KD KD

repairs and maintenance 13,800,946 13,498,798
Staff costs 9,896,118 9,051,301
Access charges 8,675,308 4,104,228
Sales and marketing expenses 8,439,423 9,668,580
rent and utilities 6,735,812 6,207,894
provisions 5,824,948 1,435,204
consultancy fees 3,681,547 2,970,989
other expenses   4,617,059   3,726,142

61,671,161 50,663,136
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16. Basic and diluted loss per share

basic and diluted loss per share is calculated by dividing the net 
loss for the year by the weighted average number of ordinary shares 
outstanding during the year.

17. commitments and contingent liabilities

operating lease commitments

the company enters into non-cancellable operating lease agreements 
in the normal course of business, which are principally in respect of its 
premises and property and equipment.  

the future minimum operating lease commitments under these non-
cancellable operating leases are as follows: 

18. Financial instruments and risk management

overview

the company has exposure to the following risks arising from financial 
instruments:

• credit risk
• liquidity risk
• market risks

this note presents information about the company’s exposure to each 
of the above risks, the company’s objectives, policies and processes 
for measuring and managing risk, and the company’s management of 
capital.

Risk management framework

the board of Directors has overall responsibility for the establishment 
and oversight of the company’s risk management framework. the 
board of Directors is responsible for developing and monitoring the 
company’s risk management policies.

the company’s risk management policies are established to identify 
and analyse the risks faced by the company, to set appropriate risk 
limits and controls, and to monitor risks and adherence to limits. risk 
management policies and systems are reviewed regularly to reflect 
changes in market conditions and company’s activities. the company, 
through its training and management standards and procedures, aims 
to develop a disciplined and constructive control environment in which 
all employees understand their roles and obligations.

the company’s Audit committee oversees how management 
monitors compliance with the company’s risk management policies 
and procedures and reviews the adequacy of the risk management 
framework in relation to the risks faced by the company. the company’s 
Audit committee is assisted in its oversight role by Internal Audit.
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2011 2010
net loss for the year (KD)                                                     (14,410,009) (20,486,243)

weighted average number of shares 499,400,000 499,400,000

loss per share (fils) (28.85) (41.02)

2011 2010
KD KD

commitments
capital commitments 7,137,884 14,114,962
contingent liabilities
letters of guarantee 10,593,184 6,337,840

2011 2010
KD KD

less than one year 3,332,548 2,335,509
between one and five years 1,023,666 1,722,325
more than five years                 -      52,992

4,356,214 4,110,826
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18. Financial instruments and risk management (continued)

credit risk

credit risk is the risk of financial loss to the company if a customer 
or counterparty to a financial instrument fails to meet its contractual 
obligations, and arises principally from the company’s receivables from 
the customers and balances with banks.

Exposure to credit risk

the carrying amount of financial assets represents the maximum credit 
exposure. the maximum exposure to credit risk at the reporting date was:

Trade and other receivables

the company’s exposure to credit risk is influenced mainly by the 
individual characteristics of each customer. the demographics of the 
company’s customer base, including the default risk of the industry 
and country, in which customers operate, has less of an influence on 
credit risk.
 
the company has established a credit policy under which each new 
customer is analyzed for creditworthiness before company’s standard 
terms and conditions are offered. credit exposure is controlled by 
counterparty limits that are reviewed and approved by the management 
annually. the company does not have an internal credit rating of counter-
parties and considers all counter-parties with which the company deals 
to be of the same credit quality.

the company does not have any significant credit risk exposure to any single 
counterparty or any group of counterparties having similar characteristics.

the company does not require collateral in respect of trade and other 
receivables. 

the company establishes an allowance for impairment that represents 
its estimate of incurred losses in respect of trade and other receivables. 
the main component of this allowance is a collective loss component 
established in respect of losses that have been incurred but not yet 
identified. the collective loss allowance is determined based on 
historical data of payment statistics for similar financial assets. 

the company’s normal credit cycle comprises 30 days. All amounts 
due more than 30 days are classified as “billed and due”.

Impairment losses

the ageing of trade receivables at the reporting date was:

2011

2010
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Gross
 provision for

doubtful debts

KD KD
billed not due 2,744,824 -
billed and due 12,946,223 8,933,351

15,691,047 8,933,351

 carrying
amount

 carrying
amount

2011 2010
KD KD

trade and other receivables 6,757,696 4,611,728
cash and cash equivalents 10,904,514 2,606,815

17,662,210 7,218,543

Gross
 provision for

doubtful debts

KD KD
billed not due 1,877,512 -
billed and due 6,061,256 3,327,040

7,938,768 3,327,040
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18. Financial instruments and risk management (continued)

Cash and cash equivalents 

the company limits its exposure to credit risk by only placing funds with counterparties with appropriate credit ratings. given these credit ratings, management 
does not expect any counterparty to fail to meet its obligations.

liquidity risk

liquidity risk is the risk that the company will encounter difficulty in meeting the obligations associated with its financial liabilities that are settled by delivering 
cash or another financial asset. the company’s approach to managing liquidity is to ensure, as far as possible, that it will always have sufficient liquidity to meet 
its liabilities when due, under both normal and stressed conditions, without incurring unacceptable losses or risking damage to the company’s reputation. the 
company has successfully rescheduled its current liabilities with a principal supplier as disclosed in note 11.

the following are the contractual maturities of financial liabilities.

31 December 2011

trade and other payables above exclude deferred revenue and income received in advance.
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non-derivative financial liabilities               contractual undiscounted cash flows                              

carrying 
amount

on demand
1 year or 

less
1-2 

years
More than 

2 years
Total

KD KD KD KD KD KD
Islamic financing facilities 25,000,000 - 11,125,000 11,200,000 5,600,000 27,800,000
trade and other payables 104,930,059 - 65,800,968 39,129,091 - 104,930,059
Due to parent company    8,524,848 8,524,848                  -                   -                 -    8,524,848

138,454,907 8,524,848 76,925,968 50,329,091 5,600,000 141,379,907

commitments

Acquisition of property and equipment 7,137,884 - 7,137,884 - - 7,137,884
operating lease commitments    4,356,214                  -   3,332,548 1,023,666                  -    4,356,214

 11,494,098                  - 10,470,432 1,023,666                  -  11,494,098
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trade and other payables above exclude deferred revenue and income received in advance. 
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non-derivative financial liabilities                contractual undiscounted cash flows                    

carrying 
amount

on demand
1 year or 

less
1-2 

years
More than 

2 years
Total

KD KD KD KD KD KD
Islamic financing facilities - - - - - -
trade and other payables 92,914,969 584,138 63,492,940 19,138,868 9,699,023 92,914,969
Due to parent company   7,056,178 7,056,178                   -                   -                   -   7,056,178

99,971,147 7,640,316 63,492,940 19,138,868   9,699,023 99,971,147

commitments

Acquisition of property and equipment 14,114,962 - - - 14,114,962 14,114,962
operating lease commitments   4,110,826                   -   2,335,509   1,478,486      296,831   4,110,826

18,225,788                   -   2,335,509   1,478,486 14,411,793 18,225,788

31 December 2010

18. Financial instruments and risk management (continued)
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18. Financial instruments and risk management (continued)

Market risk

market risk is the risk that changes in market prices, such as foreign 
exchange rates, profit rates and equity prices will affect the company’s 
income or the value of its holdings of financial instruments.

the objective of market risk management is to manage and control 
market risk exposures within acceptable parameters, while optimizing 
the return.

the company’s exposure to market risk arises from:

• Currency risk
• Profit rate risk

Currency risk

currency risk is a risk that the fair values or future cash flows of a 
financial instrument will fluctuate due to changes in foreign exchange 
rates.

the company is exposed to currency risks on sales, purchases and 
Islamic financing facilities that are denominated in a currency other than 
the KD, which is functional currency of the company. the currencies 
in which these transactions are primarily denominated are the Saudi 
riyals (“SAr”) and uS Dollars (“uS$”) with its parent company and 
other suppliers respectively. 

the company’s currency risk is managed by monitoring significant 
foreign currency exposures on a regular basis and taking necessary 
actions as and when required.

Exposure to currency risk 

the summary of quantitative data about the company’s exposure to 
foreign currency risk is as follows:

the following significant exchange rates applied during the year:

Sensitivity analysis

A strengthening (weakening) of the KD, as indicated below, against 
uS$ and SAr at 31 December would have increased (decreased) the 
statement of comprehensive income by the amounts shown below. 
this analysis is based on foreign currency exchange rate variances that 
the company considered to be reasonably possible at the reporting 
date.  the analysis assumes that all other variables remain constant. 

       31  December 2011        
uS$ SAR

trade and other payables 120,517,276 -
Due to parent company   19,749,308 40,234,968
gross exposure 140,266,584 40,234,968

       31  December 2010        
uS$ SAR

trade and other payables 140,767,210 -
Due to parent company   13,204,142 44,217,045
gross exposure 153,971,352 44,217,045

31 December 2011 31 December 2010

 Average
rate

 Reporting
date

Spot rate

 Average
rate

 Reporting
date

Spot rate
  uS$ 0.27744  0.28010 0.28810 0.28215

SAr 0.07398  0.07473 0.07687 0.07527
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18. Financial instruments and risk management (continued)

the analysis is performed on the same basis for 2010.

profit rate risk

profit rate risk is the risk that the fair value of future cash flows of a financial 
instrument will fluctuate because of changes in market profit rates. 

Financial instruments, which potentially subject the company to profit 
rate risk, consist principally of cash and cash equivalents. 

the company’s cash and cash equivalents are for a short term period 
and are set at fixed rates and therefore management believes there is 
minimal risk of significant losses due to profit rate fluctuations.

the company’s Islamic financing facilities are obtained at a floating 
rate and a 10% movement in the profit rate would not have a material 
impact on the statement of comprehensive income.

Fair values of financial instruments

the fair value is the amount for which an asset could be exchanged, 
or a liability settled, between knowledgeable, willing parties in an 
arm’s length transaction. underlying the definition of fair value is the 
presumption that the company is a going concern without any intention 
or need to liquidate, curtail materially the scale of its operations or 
undertake a transaction on adverse terms.

Financial instruments comprise financial assets and financial liabilities.
Financial assets consist of cash and cash equivalents and trade 
and other receivables. Financial liabilities consist of trade and other 
payables, Islamic financing facilities and due to parent company.

the fair values of the financial assets and liabilities are not significantly 
different from their carrying value. 

Amendments to IFrS 7, effective for annual periods beginning on or 
after 1 January 2009, requires enhanced disclosures about fair value 
measurements. In particular, the amendment requires disclosure of fair 
value measurements by level using a fair value hierarchy. however, the 
adoption of the amendment does not have an impact on the disclosures 
since the company does not have any financial instruments measured 
at fair value.

19. capital risk management

the company’s policy is to maintain a strong capital base so as to 
maintain investor, creditor and market confidence and to sustain future 
development of the business. the board of Directors monitors the 
company performance in relation to its long range business plan and 
its long-term profitability objectives.

the company’s objectives for managing capital are:

• to safeguard the entity’s ability to continue as a going concern, so 
that it can continue to provide returns for shareholders and benefits 
for other stakeholders; and

• to provide an adequate return to shareholders by pricing products 
and services commensurately with the level of risk.
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Statement of 
comprehensive income

2011 2010
KD KD

uS$  (10% movement) 3,928,867 4,343,436
SAr (10% movement) 300,676 332,822


