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Chairman’s Statement
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Dear shareholders of Kuwait Telecommunications Co., VIVA,

2012 has indeed been a milestone year for VIVA, and the company is now well 
established as a leading provider of telecommunications and data services in 
Kuwait, with a strong reputation for technological excellence, service quality, and 
commitment to its customers. 

The clearest indicator of VIVA’s success has been the sustained and 
unprecedented growth in its customer base, from almost one million customers 
at the end of 2011 to 1.6 million customers by the end of 2012. As a result, our 
overall market share has grown to 29% from 20% at the end of 2011, which 
represents a 55% increase overall, when compared to the same period last year. 
This growth, in a very competitive market, which has itself grown by 14 percent 
over the year, from 5.1 million to 5.8 million subscribers, is an indicator of the 
effectiveness VIVA has shown in attracting customers to subscribe to its services. 

Since the beginning of commercial operations, our business approach has 
always been revolved around the investment in the most advanced technology, 
and our commitment to provide quality customer service is second to none. In 
2012, this allowed us to generate total revenue of KD 137.5 million, an increase 
of 47% over the previous year. Our EBITDA also maintained its upward trend, 
reaching KD 22.7 million in 2012 from KD 0.5 million in 2011. These are record-
breaking achievements for a recently established mobile operator, compared to 
global benchmarks. 

For the first year, since we began commercial operations, VIVA was to announce a net 
profit of KD 3.9 million (Earnings per share 7.74 fils) compared to a loss of KD 14.4 
million (Loss per Share 28.85 Fils) in 2011. This achievement represents a pivotal point 
for your company, which is reflected in the many other record-breaking achievements 
VIVA has delivered over the course of the year. 

In 2012 we continued to invest in our infrastructure and new technology, 
maintaining our lead in the telecommunications market, which allowed us to 
offer customers the best quality network coverage, cutting-edge services and 
innovative packages at the attractive prices which customers have associated 
with VIVA’s name.  We have invested approximately KD 152 million into the most 
advanced technology and infrastructure since our establishment, and today we 
provide over 99% of the Kuwaiti population with mobile and data connectivity, 
which easily ranks amongst the best in the region.

VIVA’s dynamic approach is refreshing Kuwait’s telecommunications 
marketplace, and it is setting standards consistently higher than previously 
seen. The company’s commitment to customers, competitive pricing policies, 
its investment in technology, its ability to embrace change and willingness to 
innovate whilst controlling its costs has helped VIVA to acquire a substantial share 
of the telecommunications market in a very short period. All this is especially 
impressive against the continued backdrop of economic, social and political 
change in the region as a whole.   

The Challenge in 2013

VIVA is in a strong position to manage the challenges of 2013, and we believe that 
the combination of unique technologies and the dedication of VIVA employees will 
allow the company to continue the excellent progress it has made in past years. The 
International Monetary Fund (IMF) forecasts Kuwait’s GDP to continue to grow at 
an average rate of over 4% per year over the next five years, based on a continued 
uplift in oil prices and increasing government investment in Kuwait’s infrastructure 
and development plan. This positive long-term outlook, together with relatively high 
disposable personal incomes and a young and growing population means that 
Kuwait will continue to be an attractive market for telecom operators and investors. 
This will help VIVA maintain its positive growth over the next period.  

On behalf of the Board, I would like to thank all the members of the VIVA family for 
their great effort over the past year and their dedication to our customers. Without this 
commitment VIVA would not have been able to sustain the growth it has maintained 
over the past four years. I would also like to thank our shareholders for your faith and 
support in VIVA throughout the last four years and the confidence you place in us for 
the future.

Finally, I thank His Highness the Amir for his foresight and wisdom and commend 
the Government of the State of Kuwait for its keen interest in the development of 
the country towards a modern, diversified economy which includes a vibrant and 
competitive telecommunications sector.

Adel Mohammad Al-Roumi
Chairman





Board of Directors

MEMBERS OF THE BOARD OF DIRECTORS

• Adel Mohammad Al-Roumi
   Chairman (4th from left)

• Khaled Bin Abdulrahman Al-Jasser
   Vice Chairman (5th from left)

• Ahmad Abdullah Al-Turki
   Board Member (3rd from left)

• Ameen Bin Fahad Al-Shiddi 
   Board Member (2nd from left)

• Dr. Abdulmohsen Abdullah Hmoud Al Kharafi
   Board Member (1st from left)

• Moeed Bin Howaij Al Saloom
   Board Member (6th from left)

• Bandar Bin Mohammad Al Qafari 
   Board Member (7th from left)

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 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 and Risk Management function, 
and to maintain an appropriate relationship with the company’s external 
auditors.

The Committee held six meetings during 2012.

The Audit Committee is formed of four members as follows:

• Adel Mohammed Al-Roumi
   Chair of the Audit Committee

• Dr. Abdulmohsen Abdullah Hmoud Al Kharafi 
   Member of the Audit Committee

• Ameen Bin Fahad Al-Shiddi
   Member of the Audit Committee

• Moeed Bin Howaij Al Saloom
   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 six meetings in 2012.

The Executive Committee is formed of three members as follows:

• Khaled Bin Abdulrahman Al-Jasser
   Chair of the Executive Committee

• Ahmad Abdullah Al-Turki
   Member of the Executive Committee

• Bandar Bin Mohammad Al Qafari
   Member of the Executive Committee
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CEO Statement
Dear shareholders of Kuwait Telecommunications Co., VIVA, 

2012 proved to be another strong year for VIVA.  During the year, the Kuwait 
telecommunications market grew by 14% from 2011, thus reaching 5.8 million 
subscribers. Over that time, more than 575 thousand new subscribers joined VIVA 
in preference to the other major providers, increasing our customer base by 55% 
to reach over 1.6 million by the end of the year.  As a result, our market share rose 
from 20% at the end of 2011 to 29% by the end of 2012. This means that since we 
began commercial operations, in what is an increasingly competitive market, our rate 
of growth has consistently outstripped that of all our main competitors at the same 
stage of their development.  The progress we have made this year has shown that we 
can maintain our competitive edge and I am pleased that we are now perceived to be 
an established player in the Kuwait telecom market.
Reflecting on VIVA’s success and the innovative and quality assured products and 
services offered to customers, the year 2012, which represents VIVA’s fourth year of 
operation, has been the most successful in the company’s history from a financial and 
operational aspect. VIVA managed to accomplish several achievements in the first 4 
years of operation, despite the fierce competition and the short time it has been in the 
telecommunications sector.
In 2012 VIVA achieved revenues of KD 137.5 million which is an increase by 47% 
compared to 2011, in turn reflecting a continuation of the trend in previous years. 
Over the past four years, VIVA has generated cumulative revenues of KD 335 million, 
representing an annual average growth rate of 49%. This record achievement 
represents a milestone in our company’s progress and is a measure of the success 
of the overall efforts VIVA has shown. In addition, we achieved an operating cash flow 
of KD 32.9 million in 2012 compared to KD 72 thousand in 2011, thus reinforcing the 
company’s resulting in greater trust and confidence in the company by its creditors 
and financial institutions. 
As part of its growth strategy, VIVA has remained committed to its customer satisfaction 
and has always strived to bring customers the latest products and services in the 
telecom market.  These include market leading products like HTC’s innovative Windows 
8X phone, Nokia’s top of the range Lumia 920 and Samsung’s Galaxy Note II and  
Galaxy SIII smartphones, all with a wide range of unique service packages.  Towards 
the end of the year we also officially launched the iPhone 5, with a bespoke range 
of well-priced and practical packages for all uses.  With the market remaining firmly 
focused on smart products we look forward to continuing this commitment in 2013. 

In a market which is becoming increasingly competitive, we also recognise that 
customer service quality and innovation are vital ingredients to our ongoing success.  
Throughout 2012 we continued our investment in infrastructure technology, enhancing 
our services with 4G LTE and ensuring that we continued our lead as Kuwait’s fastest 
growing telecommunications service provider.  One of our many service innovations 
over the year was the launch of VIVA Elite, a concierge service for our customers which 

is unique amongst telecommunications companies in Kuwait. This service provides our 
customers with assistance by phone for a wide range of different services, including 
help with travel bookings, hotel and restaurant reservations, and courier services. 

A consistently important aspect of our business has been investing in our Human Capital 
by seeking and developing tomorrow’s leaders. Our commitment to the government’s 
Kuwaitization program remains one of the mainstays of our company growth policy 
and in 2012 we signed a memorandum of understanding with the government’s 
Manpower and Government Restructuring Programme to develop this initiative further.  
As part of this, we launched a number of initiatives to actively encourage young Kuwaiti 
talent. These included holding job fairs and walk-in interviews for Kuwaiti graduates 
and offering fast-track programmes to a number of candidates, to attract the very 
best Kuwaiti talent into the company. As a result of our human resources and development 
policies, I am proud to note that VIVA’s Kuwaiti workforce now represents 61% of its 
employees, which is amongst one of the highest percentages in the private sector in Kuwait. 

Our commitment to offer the best also extends to a number of strategic initiatives 
that included our sponsorship of the Kuwait National Football Team, in addition to 
the ongoing successful sponsorship agreement with Manchester United, now in its 
second year, and the agreement we have signed with Real Madrid to encourage the 
talents of young Kuwaiti footballers, as well as bringing some of the Club ambassadors 
and legends to Kuwait.  

In line with our Corporate Social Responsibility commitment and strategy, VIVA has 
collaborated with the Environmental Voluntary Foundation (EVF) to create Kuwait’s 
largest oasis in the Nuwaiseeb desert, south of Kuwait City, and we also extended our 
support to Kuwait’s health facilities, distributing 265 branded wheelchairs to different 
locations in Kuwait through the Ministry of Health to help facilitate the transportation 
process of patients within the facilities. 

The results of the past year have made it a year of memorable success for VIVA, and 
the company has been firmly positioned as one of Kuwait’s major telecommunications 
providers moving forward in 2013. These results would not have been possible without 
the significant effort and hard work of the VIVA family and its business partners, to 
whom I extend my appreciation and thanks, as their continuous support has been an 
integral part of our success during 2012, helping VIVA reach the leading position it 
enjoys today. 

I also sincerely thank our customers for their loyalty to our company, and look forward 
to presenting them with the latest in mobile technology and services in the future. 

Eng. Salman Al-Badran
Chief Executive Officer
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Management Team
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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 (4th from left)

• Issam Issa Al-Asousi

   Chief Regulatory and Corporate Affairs Officer (5th from left)

• Dr. Waleed Abdullah Al-Tararwa

   Chief Human Resources Officer (1st from left)

The Executive Management Team 





Our Vision and Values 

Our vision is to provide 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 our customers with numerous 
telecommunications opportunities with the goal of boosting our relationships 
with them and giving them the best experience around the clock.

Our vision is embodied in a fundamental and detailed understanding of the 
Kuwait market and focusing on the needs of customers in everything we 
say and do. We have pledged to work to enrich the lives of our customers 
through telecommunications, entertainment and information, and data 
transfer services.

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.

Transparent 

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

Fulfilling 

All of our activities revolve around our customers. 

Engaging 

Our Vision Our Values
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VIVA at a Glance

Since launch, VIVA’s management team has focused on creating a profitable 
business that is well positioned to deliver sustainable growth for its shareholders. 
So far, our investment, which has exceeded KD 152 million and has created 
the most advanced mobile telecommunications network in the Middle East, has 
enhanced VIVA’s ability to compete and generate revenues and profits to its 
shareholders. 

Always keen to provide high quality, competitively priced telecommunications 
services to maximise customer satisfaction and loyalty, VIVA has launched 
numerous new services and promotions at reasonable prices. This has had 
a significant impact on the company’s growth rates, allowing the company 
to announce a profit for the first time since its launch in 2008. The continual 
expansion of new services and products has helped to reinforce the company’s 
leadership role in developing Kuwait’s communication sector, promoting the 
national economy, and generating rewarding returns to its shareholders. 

The company now has 14 branches across Kuwait with a total network of 13 
authorized dealers and partners to serve its loyal customers.

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 shareholding company named ‘Kuwait 
Telecommunications Company’ (VIVA).

Shareholder Structure
• 50% held by individual Kuwaiti investors
• 26% held by Saudi Telecom Company
• 24% 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 telecommunications 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.
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Awards & Achievements
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In April, VIVA signed a memorandum of understanding with the Manpower and 
Government Restructuring Program (MGRP), supporting and implementing the 
government’s policy that aims at providing job opportunities for the Kuwaitis in 
the private sector. VIVA currently boasts 61% of Kuwaiti employees and seeks 
to further reinforce this agreement and achieve more than 65% of Kuwaitization 
over the coming year.
 
In line with the MGRP MOU and its goal to create job opportunities for Kuwaiti 
nationals, VIVA arranged for a two-day walk-in interview event with the attendance 
of more than 1,500 Kuwaiti candidates who were interviewed, making it one of 
VIVA’s major milestone achievements for 2012. 

In May, VIVA received the ISO certification for a second consecutive year, 
reinforcing its position amongst international organizations and demonstrating the 
internationally recognized administrative standards and best industry practices 
which the company conforms to. VIVA will continue to adhere to its client-driven 
policy and provide the best available services and products that fulfill its clients’ 
needs and aspirations. 

The VIVA name travelled the region through a specially branded Jazeera Airways 
aircraft, a VIVA marketing innovation, and the first of its kind in the Middle East. 
This collaboration took VIVA beyond Kuwait, underlining the international nature 
of its business. 

VIVA participated at The International GITEX Technology Week 2012 exhibition, 
held in Dubai during October. The company presented a wide range of its products 
and services to the exhibition visitors as part of its strategy to extend and present 
its services across the region. With its increase in market share and a growing 
database exceeding 1.6 million subscribers, VIVA will continue to participate in 
regional and international events and pursue similar challenging opportunities as 
a next step towards further success.

In keeping with the company’s national spirit, VIVA sponsored the Kuwait National 
Football Team for the second year, as well as its sponsorship of the Manchester 
United football club, as part of the company’s commitment towards its customers. 
VIVA also launched the first season of the Manchester United Soccer Academy, 
a program that grants young Kuwaiti football players the opportunity to train at 
the Manchester United Soccer School. This is only one of the many exciting 
programs VIVA undertook in 2012, and included the participation of Manchester 
United ‘legends’ to inspire young Kuwaitis to further pursue and develop their 
footballing talent. 





CSR Overview

Since the launch of VIVA’s commercial operations in Kuwait, the company 
has consistently sought to provide the latest telecommunications, data and 
information services to its customers. VIVA’s relentless drive has helped the 
company to rapidly develop an established market position as one of Kuwait’s 
top telecommunications companies. 

However, VIVA has also dedicated itself to more than its market position. Since its 
inception, VIVA has regularly displayed its commitment towards corporate social 
responsibility (CSR), playing an active role in supporting the Kuwaiti community 
on many levels. VIVA’s approach lies in seeking sustainable investments which 
will benefit the community in the long-term. This strategy involves building on the 
company’s strong ethics and corporate governance foundation, being consistent 
in its commitment to the ongoing impartial and transparent sharing of information, 
as well as making sure that its core CSR commitments are achievable in relation 
to the company’s financial performance.

Today, the company takes pride in being seen by the local community as one 
of Kuwait’s leading socially responsible and environmentally aware commercial 
organizations.

2012 saw VIVA support a number of important initiatives, affecting a wide range 
of sectors within its CSR strategy. These include: 

The launch of ‘VIVA Oasis’ in partnership with the Environmental Voluntary 
Foundation (EVF). This significant project involved the planting of more than 
3,000 buckthorn and willow trees in the Nuwaiseeb desert, south of Kuwait, 
to create Kuwait’s largest artificial oasis and a major attraction for local wildlife.  

A two-year sponsorship agreement to support the environmental initiatives of 
the Kuwait Dive Team, an affiliate of the EVF in September this year.  

Honouring top performing high school students for excellence, and rewarding 
the top ten high school students with the best results in their final examinations. 
In addition, VIVA exclusively sponsored Kuwait’s youngest application 
developer, 15-year-old Abdulrahman Al Zanki, who worked closely with VIVA’s 
social media team to launch VIVA App Club. The VIVA App Club is the first club 
of its kind in Kuwait to cater for application developers.  

Sponsoring twelve young Kuwaiti entrepreneurs to go to London to attend 
a management course at Kings College London. This visit was the second 
annual ‘Small to Big’ trip, which has the objective of helping the brightest 
young business minds in Kuwait to take the next step in becoming successful 
business owners. 

The distribution of 265 branded wheelchairs to different health facilities in 
Kuwait through the Ministry of Health, to facilitate the transportation of patients 
within facilities, making patients more comfortable and their transfer safer. 
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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 our very beginning, we have sought to give our clients the widest choices, 
such as being able to select from the broadest range of numbers possible, and 
this continuing service has led to an increase in client trust and their desire to be 
a part of our customer base. This has brought our client base to approximately 
one million and six hundred thousand clients 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.

Network Coverage

VIVA has focused on providing the most up to date telecommunications 
technology, establishing about 1,500 network coverage spots so that its network 
now covers virtually the whole state of Kuwait, providing the best service possible. 
The company continues to invest in its infrastructure through the use of the latest 
and most advanced technology systems available.
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VIVA Review

Products and Services
During 2012, VIVA was the first to officially launch the iPhone 5, based on its 
agreement signed with Apple in 2011, to present the latest iPhone devices in the 
Kuwaiti market with affordable packages for everyone. It was also the first to launch 
the highly anticipated Samsung Galaxy Slll, with tailored packages suitable to meet 
customers’ needs. 

VIVA also celebrated the first year anniversary of its unique ‘Win a Car Every Week’ 
competition, the longest ongoing offer of its kind, designed especially for its prepaid 
customers. Its great success has led the company to develop the program further, 
presenting two cars a week rather than one.  In celebration of Eid Al Adha, six grand 
prizes of KD 25,000 each were also included in the draws as part of the offer. 

Various other service innovations over the year included the launch of VIVA Elite, a 
concierge service for select customers, and the ‘VIVA Points’ program which allows 
both postpaid and prepaid customers to earn and collect points, and redeem them 
for free services. This was followed by the launch of several market leading products 
and services like HTC’s innovative Windows 8X phone, Nokia’s top of the range 
Lumia 920 and the 4G LTE service, which allows subscribers to connect to mobile 
networks at speeds that are up to 10 times faster than the 3G capacity.

VIVA continued a number of offers and services in 2012, namely the SMS messages 
for the Ministry of Education and the ‘Celebrating Together’ program, participating in 
the national days of sister and neighbouring countries. It also presented its customers 
with the Ramadan BlackBerry® offer, giving customers the chance to enter a draw and 
win a trip to Europe upon subscribing to any BlackBerry® service. 

The second season of ‘VIVA Festiva’ was launched; the umbrella program under 
which VIVA promotes all of its different product and service offers. This commenced 
with the launch of one of the most anticipated devices of the year, the Samsung 
Galaxy Note ll. 

Building on its social media activity, VIVA launched the Pinterest application account, 
and was the first telecom company in Kuwait to do so. It also sponsored the creation 
of Kuwait’s first App club, retaining 15-year-old Abdulrahman Al Zanki, creator of the 
highly successful ‘Doodle Destroy’ application, which is acclaimed worldwide. Finally, 
VIVA was also very active with Instagram, launching several interactive competitions 
to further engage with its customers and reward them.  
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The VIVA Family

In the VIVA family, people are the main engine of operations. People are the root and 
the primary motivator which guarantees that the company has a competitive edge 
in Kuwait. This has brought our company under the spotlight, and its emphasis on 
values has become a source of satisfaction for our customers. 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 produce creative and 
innovative people in different disciplines.

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.

A
nn

ua
l R

ep
or

t

29



A
nn

ua
l R

ep
or

t

30

FINANCIAL STATEMENTS

for the year ended 31 December 2012

FINANCIAL STATEMENTS AND 
INDEPENDENT AUDITORS’ REPORT 



A
nn

ua
l R

ep
or

t

31

KUWAIT TELECOMMUNICATIONS COMPANY K.S.C.
STATE OF KUWAIT

Contents            Page

Independent Auditors’ Report        32 – 33

Statement of Financial Position       34

Statement of Comprehensive Income     35

Statement of Changes in Equity       36

Statement of Cash Flows       37

Notes to the Financial Statements      38 – 55



A
nn

ua
l R

ep
or

t

32

KPMG Safi Al-Mutawa & Partners
Rakan Tower, 18th Floor
Fahad Al-Salem Street
P.O.Box 24, Safat 13001
Kuwait
Telephone: + 965 2247 5090
Fax: + 965 2249 2704

Deloitte & Touche
Al-Fahad, Al Wazzan & Co.

The Shareholders
Kuwait Telecommunications Company K.S.C.
State of Kuwait

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 2012, 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 
ON FINANCIAL STATEMENTS

Ahmed Al-Jaber Street, 
Dar Al-Awadi Complex, Floor 7 & 9 
P.O. Box 20174, Safat 13062 or
P.O. Box 23049, Safat 13091
Kuwait
Telephone: +965 2240 8844, +965 2243 8060
Fax: +965 2240 8855, +965 2245 2080
www.deloitte.com
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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 2012, and of its financial 
performance and its cash flows for the year then ended in accordance with 
International Financial Reporting Standards.

Emphasis of matter

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 has 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 14 and in obtaining Islamic financing 
facilities as disclosed in note 12. Management believes that the anticipated 
operating cash flows for the year ending 2013 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 plan to convene an Extraordinary 
General Meeting in accordance with the requirements of the Companies Law 
No.25 of 2012 as the Company’s accumulated losses as at 31 December 2012 
exceeded 75% of its share capital. 

Our opinion is not qualified in respect of this matter.

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 Companies Law No.25 of 2012 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 2012, of 
the Companies Law No.25 of 2012 or the Company’s Articles and Memorandum 
of Association, that would materially affect the Company’s activities or its financial 
position.

Safi Al- Mutawa
License No 138 “A”
of KPMG Safi Al-Mutawa & Partners
Member firm of KPMG International

Bader Al- Wazzan
Licence No. 62A
Deloitte & Touche
Al-Fahad, Al-Wazzan & Co.

Kuwait: 6 February 2013
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2012 2011
Note KD KD

Assets
Property and equipment 4 98,862,054 101,419,047
Intangible assets 5 131,026 417,108
Other non-current assets 6        719,893        841,693
Non-current assets   99,712,973 102,677,848

Inventories 2,198,153 1,269,024
Prepayments and other assets 7 5,741,773 4,186,520
Trade and other receivables 8 9,889,233 7,059,717
Cash and cash equivalents 9     9,046,826   10,904,514
Current assets   26,875,985   23,419,775
Total assets 126,588,958 126,097,623

Equity 10
Share capital 49,940,000 49,940,000
Accumulated losses (64,609,707) (68,475,265)
Total equity (14,669,707) (18,535,265)

Liabilities
Employees’ end of service benefits 11 992,684 637,782
Islamic financing facilities 12 10,000,000 15,000,000
Trade and other payables 14   13,556,149   39,129,091
Non-current liabilities   24,548,833   54,766,873

Islamic financing facilities 12 25,000,000 10,000,000
Due to Parent Company 13 11,575,083 8,524,848
Trade and other payables 14   80,134,749   71,341,167
Current liabilities 116,709,832   89,866,015
Total liabilities 141,258,665 144,632,888
Total equity and liabilities 126,588,958 126,097,623

The notes on pages 38 to 55 are an integral part of these financial statements.
Chairman
Adel Mohammad Al-Roumi

Kuwait Telecommunications Company K.S.C.
State of Kuwait

Statement of financial position
as at 31 December 2012
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Note 2012 2011

KD KD

Revenue 137,466,395 93,595,477

Cost of sales (46,093,719) (31,419,713)

Gross profit 91,372,676 62,175,764

Depreciation and amortization (17,969,073) (15,219,786)

Other operating expenses 15 (68,537,620) (61,671,161)

Results from operating activities 4,865,983 (14,715,183)

Finance cost (783,183) (790,072)

Other income 16          (2,897)     1,102,246

Profit / (loss) before Board of Directors’ remuneration, contribution to Kuwait 
Foundation for the Advancement of Sciences (“KFAS”) and Zakat 

4,079,903 (14,403,009)

Board of Directors’ remuneration (152,056) (7,000)

Zakat        (62,289)                     -

Net profit / (loss) for the year 3,865,558 (14,410,009)

Other comprehensive income                    -                     -

Total comprehensive income / (loss) for the year     3,865,558 (14,410,009)

Basic and diluted earnings / (loss) per share (fils) 17              7.74          (28.85)

Kuwait Telecommunications Company K.S.C.
State of Kuwait

Statement of comprehensive income
for the year ended 31 December 2012

The notes on pages 38 to 55 are an integral part of these financial statements.
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Share capital Accumulated losses Total

KD KD KD

Balance at 1 January 2011 49,940,000 (54,065,256) (4,125,256)

Net loss and 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)

Balance at 1 January 2012 49,940,000 (68,475,265) (18,535,265) 

Net profit and total comprehensive income for the year                   -     3,865,558     3,865,558

Balance at 31 December 2012 49,940,000 (64,609,707) (14,669,707)

The notes on pages 38 to 55 form an integral part of these financial statements.

Kuwait Telecommunications Company K.S.C.
State of Kuwait

Statement of Changes in equity
for the year ended 31 December 2012
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Note 2012 2011
KD KD

Cash flows from operating activities
Profit / (loss) for the year 3,865,558 (14,410,009)
Adjustments for:
Depreciation and amortization 17,969,073 15,219,786
Write offs 4 15,503 -
Investment income (15,812) (127,191)
Finance cost 783,183 790,072
Provision for doubtful debts 8 1,608,789 5,731,311
Provision for end of service benefits 11 392,767 268,158
Provision for slow moving inventory        182,772          93,637

24,801,833 7,565,764
Changes in:
- other non-current assets 121,800 166,739
- inventories (1,111,902) (655,369)
- prepayments and other assets (1,555,253) (1,719,635)
- trade and other receivables (4,438,989) (8,073,865)
- due to Parent Company 3,050,235 1,468,670
- trade and other payables    12,060,366      1,337,398
Cash from operating activities 32,928,090 89,702

Payments towards employees’ end of service benefits 11         (37,865)         (17,411)
Net cash from  operating activities    32,890,225           72,291

Cash flows from investing activities
Acquisition of property and equipment 4 (15,018,984) (27,740,189)
Acquisition of intangible assets 5 (122,517) (396,994)
Finance income            16,497         153,797
Net cash used in investing activities  (15,125,004)  (27,983,386)

Cash flows from financing activities
Net proceeds from Islamic financing facilities 10,000,000 25,000,000
Increase in trade and other payables (28,840,795) 11,778,551
Finance costs       (782,114)       (569,757)
Net cash from financing activities  (19,622,909)    36,208,794

Net (decrease) increase in cash and cash equivalents (1,857,688) 8,297,699
Cash and cash equivalents at 1 January    10,904,514      2,606,815
Cash and cash equivalents at 31 December 9     9,046,826   10,904,514

The notes on pages 38 to 55 are an integral part of these financial statements.

Kuwait Telecommunications Company K.S.C.
State of Kuwait

Statement of Cash flows
for the year ended 31 December 2012
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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 is primarily engaged in providing cellular mobile 
telecommunication and data 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 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 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 6 February 2013. 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 9 May 2012, approved the financial 
statements of the Company for the year ended 31 December 2011.

The Board of Directors of the Company has 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”) requirements of the Companies 
Law No.25 of 2012 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 64,609,707 as at 
31 December 2012 (31 December 2011: KD 68,475,265) and, as of that 
date, the Company’s current liabilities exceeded its current assets by KD 
89,833,847 (31 December 2011: KD 66,446,240). 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 has anticipated the level of 
losses at this stage of its operations. 

The Company has been successful in rescheduling its current liabilities with 
a principal supplier as disclosed in note 14 and in obtaining Islamic financing 
facilities as disclosed in note 12. The anticipated operating cash flows for 
the year ending 2013 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 profits and positive cash flows from its operations during the 
current period. Accordingly, the financial statements have been prepared 
on a going concern basis.

Kuwait Telecommunications Company K.S.C.
State of Kuwait

Notes to the financial statements
for the year ended 31 December 2012
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Further, the shareholders in their Extraordinary General Assembly meeting 
dated 31 May 2012 approved the management plans to address the 
solvency issue and the Board of Directors recommendation for the Company 
to continue in operation without raising additional capital. 

Further, the Company’s accumulated losses as at 31 December 2012 
exceeded 75% of its share capital, and therefore, in accordance with 
Article 302 of Companies Law No. 25, 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 may 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
Except as described below, the accounting policies applied by the Company in 
these financial statements are consistent with those applied by the Company 
in its financial statements as at and for the year ended 31 December 2011. 

IFRS 8 Operating Segments – An operating segment is a component of the 
Company that engages in business activities from which it may earn revenues 
and incur expenses, including revenues and expenses that relate to transactions 
with any of the Company’s other components, whose operating results are 
reviewed regularly by the chief operating decision maker to make decisions 
about resources allocated to each segment and assess its performance, and 
for which discrete financial information is available. Information relating to 
operating segments is set out in note 21.

a. Property and equipment

i. Recognition and measurement

Items of property and equipment are measured at cost less accumulated 
depreciation and any accumulated impairment losses. 

Cost includes expenditure that is directly attributable to the acquisition of 
the asset. The cost of self-constructed assets includes the following:

- the cost of materials and direct labor, 
- any other costs directly attributable to bringing the assets to a working 
   condition for their intended use; and
- when the Company has an obligation to remove the asset or restore the 
   site, 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.

Kuwait Telecommunications Company K.S.C.
State of Kuwait

Notes to the financial statements
for the year ended 31 December 2012
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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.

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 expenditure

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

Items of property and equipment are depreciated from the date they are 
available for use. Depreciation is calculated to write off the cost of items of 
property and equipment less their estimated residual values using straight-
line basis over their estimated useful lives.  

Depreciation is recognized in the statement of comprehensive income. 
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.

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, useful lives and residual values 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 any accumulated 
impairment losses. 

ii. Subsequent expenditure

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

iii. 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. 

Kuwait Telecommunications Company K.S.C.
State of Kuwait

Notes to the financial statements
for the year ended 31 December 2012
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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. 
Net realizable value is the estimated selling price in the ordinary course of 
business, less the estimated cost necessary to make the sale. 

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 the 
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 
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.

Kuwait Telecommunications Company K.S.C.
State of Kuwait

Notes to the financial statements
for the year ended 31 December 2012
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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 any 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 are recognized in statement of comprehensive income. 
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.

Impairment of inventories

Inventories are held at the lower of cost and net realisable value. When 
inventories become old or obsolete, an estimate is made of their net realisable 
value. For individually significant amounts this estimation is performed on an 
individual basis. Amounts which are not individually significant, but which are 
old or obsolete, are assessed collectively and a provision applied according 
to the inventory type and the degree of ageing or obsolescence, based on 
historical selling prices.  

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. 

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.  

Kuwait Telecommunications Company K.S.C.
State of Kuwait

Notes to the financial statements
for the year ended 31 December 2012
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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.

p. Zakat

Contribution towards Zakat is computed at 1% of the net profit before Board 
of Directors’ remuneration and contribution to KFAS 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 that are measured at fair value in a foreign 
currency are retranslated to the KD at the exchange rate at the date that the 
fair value was determined. Non-monetary items that are measured based 

Kuwait Telecommunications Company K.S.C.
State of Kuwait

Notes to the financial statements
for the year ended 31 December 2012
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on 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

Following standards have been issued but are not yet effective and have not 
yet been adopted by the Company:

IFRS 9 Financial Instruments 

IFRS 9 introduces new requirements for the classification and measurement 
of financial assets. Under IFRS 9 financial assets are classified and measured 
based on the business model in which they are held and the characteristics 
of their contractual cash flows. IFRS 9 introduces additions relating to 
financial liabilities. 

IFRS 9 is effective for annual periods beginning on or after 1 January 2015 
with early adoption permitted.  

IFRS 13 Fair Value Measurement (issued in May 2011)

The new standard defines fair value, sets out in a single IFRS a framework for 
measuring fair value and requires disclosures about fair value measurements. 
IFRS 13 applies when other IFRS require or permit fair value measurements. 
It does not introduce any new requirements to measure an asset or a liability 
at fair value, change what is measured at fair value in IFRS or address how to 
present changes in fair value. The new requirements are effective for annual 
periods beginning on or after 1 January 2013.

A number of other new standards, amendments to standards and 
interpretations are not yet effective for annual periods beginning after 1 
January 2013 and have not been applied preparing these financial statements.  

The management anticipates that none of these standards will have a 
significant effect on the financial statements of the Company.  

 

Kuwait Telecommunications Company K.S.C.
State of Kuwait
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4. Property and equipment

Network 
equipment and 

infrastructure

IT related 
assets

Furniture and 
fixtures

Capital work in 
progress

Total

KD KD KD KD KD

Cost

At 1 January 2012 106,449,341 11,408,612 3,477,964 15,406,319 136,742,236

Additions - - 154,817 14,864,167 15,018,984

Transfers 16,236,494 2,212,250 - (18,448,744) -

Write offs        (24,762)                   -                   -                   -        (24,762)

At 31 December 2012 122,661,073 13,620,862   3,632,781 11,821,742 151,736,458

Depreciation and impairment losses

At 1 January 2012 (27,952,826) (5,554,970) (1,815,393) - (35,323,189)

Charge for the year (14,433,753) (2,417,437) (709,284) - (17,560,474)

Write offs            9,259                   -                   -                   -            9,259

At 31 December 2012 (42,377,320) (7,972,407) (2,524,677)                   - (52,874,404)

Carrying amounts

At 31 December 2012   80,283,753    5,648,455   1,108,104 11,821,742   98,862,054

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.
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Network 
equipment and 

infrastructure

IT related 
assets

Furniture and 
fixtures

Capital work in 
progress

Total

KD KD KD KD KD

Cost

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
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5. Intangible assets

2012 2011
KD KD

Cost
At 1 January 1,167,513 770,519
Additions     122,517    396,994
At 31 December  1,290,030 1,167,513

Amortization 
At 1 January (750,405) (228,229)
Charge for the year    (408,599)  (522,176)
At 31 December (1,159,004)  (750,405)

Carrying amount
At 31 December      131,026    417,108

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 
307,485 (2011: KD 293,013).

7. Prepayments and other assets

2012 2011
KD KD

Prepayments 3,492,231 2,398,648
Other assets  2,249,542 1,787,872

 5,741,773 4,186,520

8. Trade and other receivables

2012 2011
KD KD

Gross trade receivables 20,005,805 15,768,804
Provision for doubtful debts  (10,542,140)  (8,933,351)

9,463,665 6,835,453
Other receivables         425,568       224,264

     9,889,233    7,059,717

The movement in the provision for doubtful debts during the year was as 
follows:

2012 2011
KD KD

At 1 January 8,933,351 3,327,040
Charge for the year 1,608,789 5,731,311
Reversal during the year                      -     (125,000)
At 31 December    10,542,140    8,933,351

9. Cash and cash equivalents

2012 2011
KD KD

Cash and bank balances 9,046,826 9,904,514
Short term deposits                      -    1,000,000

     9,046,826  10,904,514
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10. Equity
10.1 Share capital

The Company’s authorized, issued and fully paid up share capital is 
KD 49,940,000 (2011: KD 49,940,000) comprising of 499,400,000 (2011: 
499,400,000) shares of 100 fils each. 

10.2 Statutory reserve

In accordance with the Companies Law No.25 of 2012 and the Company’s 
Articles of Association, 10% of the profit for the year, is required to be 
transferred to a statutory reserve until the reserve totals 50% of the paid 
up share capital, after which 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 accumulated losses incurred by the Company.

10.3 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 accumulated losses incurred by the Company. 

11. Employees’ end of service benefits

2012 2011

KD KD

At 1 January 637,782 387,035

Charge for the year 392,767 268,158

Payments made during the year     (37,865)     (17,411)

At 31 December     992,684     637,782

12. Islamic financing facilities
During 2011, the Company obtained facilities amounting to KD 51 million 
through Islamic financing arrangements repayable over 1-5 years. As at 
31 December 2012, KD 35 million (31 December 2011: KD 25 million) is 
outstanding against these facilities.

13. 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. 
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2012 2011

KD KD

Management fees incurred 4,811,324 3,285,571

Other operating expenses 409,435 368,521

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:

2012 2011

KD KD
Salaries, allowances and other benefits    717,542 635,414
End of service benefits         38,340           34,188

      755,882         669,602

14. Trade and other payables

2012 2011

KD KD

Current 40,015,458 43,519,114

Trade payables 32,121,011   21,674,921

Accruals and provisions   7,998,280     6,147,132

Other payables 80,134,749   71,341,167

Non-current

Accruals and provisions 13,556,149   39,129,091

13,556,149   39,129,091

93,690,898 110,470,258

In 2010, the Company successfully rescheduled its current liabilities 
with a principal supplier amounting to KD 56,020,000 (approximately 

US$ 200 million). Further, in 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 18).

The Company’s exposure to currency and liquidity risk related to trade and 
other payables is disclosed in note 19.

Included within accruals and provisions are capital expenditure accruals 
amounting to KD 17,685,484 (2011: KD 28,962,612) representing capital 
expenditure which have been incurred by the Company but not yet invoiced 
by the suppliers.

15. Other operating expenses

2012 2011

KD KD

Repairs and maintenance 12,795,094 13,800,946

Staff costs 13,078,888 9,896,118

Access charges 12,050,993 8,675,308

Sales and marketing expenses 11,282,092 8,439,423

Rent and utilities 7,600,416 6,735,812

Provisions 1,791,561 5,824,948

Consultancy fees 3,880,636 3,681,547

Other expenses     6,057,940     4,617,059

  68,537,620   61,671,161

16. Other income
Other income mainly represents foreign currency exchange differences of KD 
273,362 (2011: KD 643,535) and investment income of KD 15,812 (2011: 
KD 127,191).
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17. Basic and diluted earnings / (loss) per share

2012 2011

Net profit /( loss) for the year (KD) 3,865,558 (14,410,009)
Weighted average number of shares 499,400,000 499,400,000
Earnings / (loss) per share (fils) 7.74 (28.85)

Basic and diluted earnings / (loss) per share is calculated by dividing the net 
profit / (loss) for the year by the weighted average number of ordinary shares 
outstanding during the year.

18. Commitments and contingent liabilities

2012 2011
KD KD

Commitments
Capital commitments 8,093,141 7,137,884

Contingent liabilities
Letters of guarantee 10,182,991 10,593,184

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.  

At the end of the reporting period, the future minimum lease payments under 
non-cancellable operating leases are payables as follows: 

2012 2011
KD KD

Less than one year 3,850,738 3,332,548
Between one and five years       68,945  1,023,666

 3,919,683  4,356,214

19. Financial instruments and risk management

Overview

The Company has exposure to the following risks arising from financial 
instruments:

• credit risk
• liquidity risk
• market risk

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.
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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.

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:

Carrying amount Carrying amount
2012 2011

KD KD

Trade and other receivables 9,463,665 6,835,453
Cash and cash equivalents   9,023,864 10,904,514

18,487,529 17,732,796

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

2012
Gross Provision for 

doubtful debts
KD KD

Billed not due 3,685,297 -
Billed and due 16,320,508 10,542,140

20,005,805 10,542,140

2011
Gross Provision for 

doubtful debts
KD KD

Billed not due 2,744,824 -
Billed and due 13,023,980   8,933,351

15,768,804   8,933,351
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19. 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 14.

The following are the contractual maturities of financial liabilities.

31 December 2012

              Contractual undiscounted cash flows                              

Non-derivative financial liabilities
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 35,000,000 - 25,000,000 10,000,000 - 35,000,000
Trade and other payables* 85,915,412 - 72,359,263 13,556,149 - 85,915,412
Due to Parent Company   11,575,083  11,575,083                   -                   -                    -   11,575,083

132,490,495  11,575,083 97,359,263 23,556,149                    - 132,490,495

Commitments

Acquisition of property and equipment 8,093,141 - 8,093,141 - - 8,093,141
Operating lease commitments    3,919,683                   - 3,850,738        68,945                    -     3,919,683

 12,012,824                   - 11,943,879        68,945                    -   12,012,824
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19. Financial instruments and risk management (continued)
31 December 2011

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

*Trade and other payables above exclude deferred revenue and income received in advance.
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Market risk

Market risk is the risk that changes in market prices, such as foreign 
exchange 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:

2012 2011

KD KD

US $ 49,977,418 39,288,670

Saudi Riyals   2,918,321   3,006,759

52,895,739 42,295,429

The following significant exchange rates applied during the year:

2012 2011

Average 
rate

Reporting 
date Spot rate

Average 
rate

Reporting 
date Spot rate

US$ 0.28054 0.28115 0.27744 0.28010

SAR 0.07487 0.07507 0.07398 0.07473

Sensitivity analysis

A strengthening (weakening) of the KD, as indicated below, against US$ and SAR 
at 31 December would have affected the measurement of financial instruments 
denominated in a foreign currency and increased (decreased) the equity and profit 
or loss 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. 

The analysis is performed on the same basis for 2011.

Statement of comprehensive income

2012 2011

KD KD

5% movement 2,637,137 2,114,771

Profit rate risk
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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.

20. 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.

21. Operating segments

The Company provides telecommunication services in Kuwait from which 
it earns revenues and incurs expenses and whose results are regularly 
reviewed by the Board of Directors of the Company. Accordingly, the 
Company has only one reportable segment and information relating to the 
reporting segment is set out in the statements of financial position and 
comprehensive income.
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