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Chairman’s Statement 

Dear shareholders of Kuwait 
Telecommunications Co., VIVA.

2013 has been another successful milestone year 
for VIVA.  After five years of operations, we are 
making our mark as a fastest growing telecom 
operator, and building a strong reputation for 
technological excellence, service quality, and 
commitment to our customers.  

The clearest indicator of our success has 
been the sustained and exceptional growth in 
our subscriber base, from almost 1.6 million 
customers at the end of 2012 to well over 2 
million by the end of 2013.  This means in 2013 
VIVA captured 33% of the Kuwait mobile market, 
which compares to 29% at the end of 2012. 
This growth, in a very competitive market is an 
indicator of our success in attracting customers 
to subscribe to our services.  These are record-
breaking achievements for a recently established 
mobile operator, when compared to our regional 
and international counterparts.

During 2013 we delivered solid performance 
with revenues of KD 182.4 million, which reflects 
strong revenue growth of 33%, when compared 
to the year before.  This has resulted in a net profit 
of KD 24.2 million, or earnings per share of 48 
fils, and compares to net profit of KD 3.9 million 
in 2012.  These results illustrate our continued 

upward trend as well as enabling us to achieve 
shareholder equity of KD 9.6 million compared to 
2012.

During the year we continued our investment in 
infrastructure and new technology, maintaining 
our lead in the telecommunication market and 
offering high quality network coverage, cutting-
edge services and innovative packages at the 
attractive prices which customers now associate 
with VIVA’s brand.  

Since our operations began in 2008, we have 
invested KD 193 million into building the most 
advanced technology and telecommunications 
infrastructure in Kuwait.  Today we cover over 
99% of the Kuwaiti population with mobile and 
data connectivity, which comfortably ranks 
amongst the best in the region.

These results have made 2013 a year of memorable 
successes for us and we are now well positioned 
as one of Kuwait’s major telecommunications 
providers.  For the future, priorities will remain our 
customers and the community, bringing to them 
new services and new products as soon as they 
become available.  As part of our commitment, 
in the forthcoming year we plan to focus more 
on better customer experience and enriching 
our customers’ lives with our telecommunication 
services. 
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With regard to our Initial Public Offering (IPO), 
we applied for approval for listing to the Capital 
Market Authority (CMA) in April 2012 and we are 
waiting their response. The listing will provide an 
opportunity for existing shareholders to increase 
their holding and will offer new investors the 
chance to invest in Kuwait’s fastest growing and 
most technologically advanced telecom operator. 

In addition to our commercial operations 
and sponsorships we have a long-standing 
commitment to supporting the local community. 
Further details of our efforts in these areas 
are provided in our separate corporate social 
responsibility report. 

On behalf of the Board, I thank our customers 
for their support and trust in VIVA over the year.  
I also thank all the members of the VIVA family 
for their great effort over the past year and their 
dedication to making this company successful, 
whose assistance has been invaluable, and our 
shareholders for your continued support for VIVA 
and the confidence you place in us for the future.  
Without the unstinting commitment of everyone, 
we would not have been able to sustain the 
consistent growth we have enjoyed over the past 
five years.  

In conclusion, I thank His Highness, the Amir 
Sheikh Sabah Al Ahmed Al Jaber Al Sabah, H.H. 
the Crown Prince Sheikh Nawaf Al Ahmed Al 
Jaber Al Sabah, H.H. the Prime Minister Sheikh 
Jaber Al Mubarak Al Hamad Al Sabah and the 
Government of the State of Kuwait for its keen 
interest in the development of this nation towards 
a modern, diversified economy which includes 
a vibrant and competitive telecommunications 
sector.

Adel Mohammad Al-Roumi
Chairman 

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

•	 Khaled Bin Abdulrahman Al-Jasser
 Vice Chairman (2nd from left)

•	 Dr. Khaled Bin Hussain Biyari
 Board Member (3rd from left)

•	 Ahmad Abdullah Al-Turki
 Board Member (6th from left)

•	 Ameen Bin Fahad Al-Shiddi
 Board Member (7th from left)

•	 Dr. Abdulmohsen Abdullah Al Kharafi
 Board Member (5th from left)

•	 Moaeed Bin Huwaij Al Saloom
 Board Member (1st from left)

Board of Directors
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The Board has also established various 
supervisory committees, whose terms of 
reference are set out as follows:

Audit Committee
The principal role of the Audit Committee is 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 five meetings during 2013.

The Audit Committee is formed of four members 
as follows:

•	Adel Mohammed Al-Roumi
   Chairman of the Audit Committee

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

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

•	Moaeed Bin Howaij Al Saloom
   Member of the Audit Committee 

Executive Committee
The Executive Committee’s role is to review 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 2013.

The Executive Committee is formed of three 
members as follows:

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

•	Dr. Khaled Bin Hussain Biyari
    Member of the Executive Committee

•	Ahmad Abdullah Al-Turki
   Member of the Executive Committee

Board Committees
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Dear shareholders of Kuwait 
Telecommunications Co., VIVA.

This year, the fifth of VIVA’s commercial operations 
has proved to be another record-breaking  year 
for the company and we are now the second 
telecommunications provider in Kuwait, in terms 
of subscriber market share.
  
During 2013 over half a million new subscribers 
joined VIVA and allowing us to surpass the two 
million subscriber landmark.  As a result of this 
success, our market share has reached 33% at 
the end of 2013 compared to 29% by the end of 
2012.  

Our revenues reached KD 182.4 million, which 
was an increase of 33% on the year before. The 
drivers for this growth being the rapid adoption 
of smartphones and tablets, innovative packages 
and the accompanying growth across all revenue 
streams. With the solid revenue performance 
and operational efficiencies, our earnings before 
interest, taxes, depreciation and amortization 
(EBITDA) reached KD 65.6 million by the end of 
2013, compared to KD 22.7 million in 2012.  These 
results meant we were able to make a net profit 
of KD 24.2 million, compared to KD 3.9 million in 
2012.  In addition, we achieved an operating cash 
flow of KD 83.5 million in 2013 which provides 
tangible reasons for greater trust and confidence 
in the company by its creditors and financing 
institutions. 

Our progress throughout 2013 was steady.  We 
signed a financing agreement worth USD 270 
million, compatible with Islamic Sharia Principles, 
with the National Bank of Kuwait Group (NBK) to 
support our expansion projects.  In addition, we 
commercially launched our 4G LTE network across 
Kuwait, enriching customer experience with 
high-speed data networks.  Our implementation 
of mobile number portability (MNP) services, in 
collaboration with the Ministry of Communications, 
was a further success in 2013 and customers 
can now switch their mobile number to any of 
the telecommunication operators.  This process 
is very straightforward  and these efforts have 
contributed to our increase in market share.  

As part of our growth strategy, and in response 
to the increase in our customer base, we also 
expanded our commercial presence across 
Kuwait to 48 outlets to be closer to our customers 
and to meet the growing demand for our products 
and services. 

In 2013 we also announced a five-year sponsorship 
agreement with the Kuwait Football Association 
(KFA).  As part of this landmark agreement, the 
national league is now called ‘Dawri VIVA’ or ‘VIVA 
League’.  This sponsorship is something we take 
great pride in and we hope our support will help 
the national team expand its horizons.  We also 
continued our on-going sponsorship agreement 
with the Manchester United Academy, now in its 

CEO’s Statement 
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ceo
third year.  We were the first company to partner 
with Manchester United in this way and we have 
taken this agreement forward by launching the 
Manchester United Academy in Kuwait to give 
young local talent the opportunity to pursue their 
soccer dreams. 

Reflecting on our success, the past year has 
been the strongest in the company’s history 
from both financial and operational aspects. We 
are committed to delivering maximum customer 
satisfaction and are passionate about bringing 
customers the latest products and services in 
the telecom market.  With the market remaining 
firmly focused on smart devices we look forward 
to continuing this commitment in 2014, offering 
a unique customer experience, exceptional 
products and services, and by continuously 
developing our communications technology and 
maintaining our levels of innovation.

Our success was also recognized by our industry 
peers in 2013 and we won several awards for 
excellence, including the ‹Best LTE Deployment› 
award at the ‹Telecoms World Awards - Middle 
East›, the world’s leading event for telecom 
operators. We also won the ‘Best Wireless 
Broadband in the SAMENA Region› from the 
SAMENA Council which highlighted our efforts 
to provide an integrated and complete Internet 
solution. 

Other awards received in 2013 included the 
‘Best CFO’ and ‘Best Financial Team’ in the 
Middle East and North Africa at the Annual CFO 
Strategies Forum MENA Awards and ‘Best Small 

Help Desk’ at the Insights Middle East Call Center 
2013 Awards, the only call-center dedicated 
professional services organization in the Middle 
East. 

A consistently important aspect is investing in 
our human capital and our commitment to the 
government’s Kuwaitization program remains one 
of the main pillars of our strategy.  As a result of 
this, 61% of our workforce is now Kuwaiti, which 
is comparatively high when compared to other 
major companies in the private sector in Kuwait.  

In addition to our commercial operations we have 
a long-standing commitment to supporting the 
local community. We are consistently involved in 
many areas in Kuwait’s society, including social, 
health, sports and education and our efforts in 
these areas are reported in detail in our separate 
corporate social responsibility report. 

I would like to thank our customers for their 
continued patronage and loyalty to our company 
and we look forward to continuing to offer them 
the best available services and products in the 
future. The company’s progress over the last 
year would not have been possible without 
the effort, commitment and dedication of the 
Board of Directors, the VIVA family and its 
business partners, to whom I extend my heartfelt 
appreciation and gratitude.  

Eng. Salman Bin Abdulaziz Al-Badran
Chief Executive Officer
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The Executive Management Team

•	 Eng. Salman Bin Abdulaziz Al-Badran
 Chief Executive Officer (3rd from left)

•	 Abdulaziz Abdullah Al-Qatie
 Chief Financial Officer (1st from left)

•	 Dany Doueik
 Chief Commercial Officer (2nd from left)

•	 Issam Issa Al-Asousi
 Chief Regulatory Officer (4th from left)

•	 Anas Yousef Al Ateeqi
 Chief Human Resources Officer (5th from left)
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The Shariah Report 
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For the period from 01/01/2013 to 31/12/2013

To: The Shareholders of VIVA - Kuwait Telecom Company.

Peace, mercy and blessings of Allah be upon you.

According to the contract signed with us, we at Fatwa and Shariah Supervisory Board in Al Mashora and Al Raya 
have audited and supervised  the  principles adopted and the contracts related to the transactions concluded by the 
Company during the period from  01/01/2013 to 31/12/2013.  We have  carried out  the necessary  supervision  to 
give our opinion on whether or not the Company has complied with the Islamic Shariah  rules and principles as well as 
the Fatwas, decisions and  guidelines made by us.   However, our  liability is limited to the expression  of  independent 
opinion on the extent of the company compliance with same based on our audit.

Our supervision  included  examining  the contracts  and  procedures  used  by the Company  on the basis of 
examining each type of operations.

In our opinion,  the contracts,  operations  and  transactions  concluded or used by the Company  during   the period  

from 01/01/2013 to 31/12/2013, and which  have been reviewed by us, were in compliance  with the  provisions and 
principles of the Islamic Shariah.

Moreover, The Company  has to draw  the attention of its shareholders to the fact that they should pay their Zakat 

by themselves.

We wish the Company all success and prosperity in serving our religion and our country. 

Peace, mercy and blessings of Allah be upon you.

Prof/ Abdil Aziz K. Al-Qassar
Chairman of the Sharia Committee

Dr. Essa Zaki Essa
Sharia Committee Member

Dr. Ali Ibrahim Al-Rashed
Sharia Committee Member
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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. We will do this through presenting our 
customers with numerous telecommunications opportunities, with the goal of boosting our relationships 
with them and giving them the very best telecommunications.

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, information and data transfer services.

Energetic
Our passion is performance, innovation and delivering of superior quality. We are efficient, reliable and 
highly responsive to the needs of our clients.

Transparent
We are open, trustworthy and collaborative.

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

Engaging
All of our activities revolve around our customers.

Our Vision

Our Values

Our Vision and Values

energetic

engagingfulfilling
transparent
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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. So far, our investment, which 
reached  KD 193 million, has created the most 
advanced mobile telecommunication network in 
the Middle East and has enhanced VIVA’s ability 
to compete and generate revenues and profits to 
its shareholders. 

Always keen to provide high quality, competitively 
priced telecommunication services to maximise 
customer satisfaction and loyalty, VIVA has 
launched numerous new services and promotions 
at competitive prices. This has had a significant 
impact on the company’s growth rates, allowing 
the company to announce a significant increase 
in its profits. 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 48 outlets across Kuwait 
as part of a total network of 15 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 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 23, 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. 

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 MENA 
countries, Asia and Africa. STC is now present in 
Bahrain, UAE, India, Indonesia, Jordan, Lebanon, 
Kuwait, Malaysia, Turkey and South Africa.

VIVA at a Glance
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Awards & Achievements 

Mobile Number Portability
In June 2013, VIVA successfully implemented 
mobile number portability (MNP) in collaboration 
with the Ministry of Communications. Mobile 
users in Kuwait can now enjoy VIVA’s integrated 
services while retaining their current numbers 
through VIVA’s smooth, hassle-free porting 
process.  VIVA has ensured that the process is 
as easy as possible for any customer wishing to 
port, and for customer convenience, has set up 
booths in major malls across Kuwait to ‘help on-
the-spot’ facilitation of the porting process. 

Two Million Subscribers
Towards the end of the year,  VIVA proudly 
marked passing the two million benchmark within 
five years after first launching its operations 
in Kuwait, retaining  almost 33% of the market 
share. This achievement stands as a testament 
to the dedication and commitment of the whole 
VIVA family in delivering the latest technology and 
tailored services that serve the individual needs 
of our customers. 

Expanding our Commercial Presence
In response to the increase in its customer base, 
in 2013 VIVA expanded its commercial presence 
through increasing its network of branches across 
Kuwait amounting to 48 outlets. The new branch 
openings come in line with the company’s expansion 
strategy to serve a wider audience across Kuwait 
by offering convenience in location and to continue 
providing excellence in customer service. 

Strategic Partnership with the Kuwait 
Football Association 
VIVA signed a five-year partnership agreement 
with the Kuwait Football Association (KFA) to 
be the exclusive sponsor of all national football 
teams that fall under KFA and the Kuwaiti League 
that was renamed to ‘VIVA Dawri’ for the 2013 
- 2014 to 2017 - 2018 football seasons. The 
partnership signifies VIVA’s role as the supporter 
of the Kuwaiti football teams in regional and 
international competitions. 

Best LTE Deployment Award
VIVA has had a successful year for awards, 
winning the ‘Best LTE Deployment’ award by the  
‘Telecoms World Awards - Middle East’, the 
world’s leading event for telecom operators. The 
award highlighted VIVA’s outstanding efforts to 
provide an integrated and complete Internet 
solution. 

Best Wireless Broadband in the SAMENA 
Region
VIVA was also awarded the ‘Best Wireless 
Broadband in the SAMENA Region’ from the 
SAMENA Council. The award was announced 
among others during the “Convergence to Oman 
2013” conference where SAMENA Council held 
at an awards ceremony to recognize leadership 
and excellence in the telecommunication sectors 
of the South Asia – Middle East – North Africa 
(SAMENA) region.
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Awards & Achievements

Best Small Help Desk Award
VIVA was also awarded the ‘Best Small Help 
Desk’, and ‘Call Centre Manager of The Year’ 
and ‘Best Call-Center Photography’ at Insights 
Middle East Call Center 2013 Awards; the only 
call-center dedicated professional services 
organization in the Middle East. 

Annual CFO Strategies Forum MENA 
Awards
Building on the success that VIVA has witnessed 
in 2013, the financial management team was 
honored during the annual CFO Strategies Forum 
MENA in 2013, on the occasion of winning ‘Best 
CFO in the Middle East and North Africa – Private 
Sector Category’ and ‘Best Financial Team in 
the Middle East and North Africa –Private Sector 
Category’.

Launch of the Second Season of the 
Manchester United Soccer School 
As part of its five-year sponsorship of the 
Manchester United football club, VIVA launched 
the second season of the Manchester United 
Soccer Academy, a program that gives young 
Kuwaiti football players the opportunity to train 
at the Manchester United Soccer School (MUSS).  
This year, ex Manchester United star Dwight 
Yorke came to Kuwait with MUSS coaches for the 
three-day qualifying try-outs. 
   

Financing Agreement with NBK Group
VIVA signed a financing agreement worth USD 
270 million, compatible with Islamic Sharia 
Principles, over a five-year payback period with 
the National Bank of Kuwait Group, to develop its 
network and fund its expansion plans in Kuwait. 
The funding includes Murabaha facility of USD 
70 million from Boubyan Bank, a member of the 
National Bank of Kuwait Group.

SAMENA Telecommunications Council 
Summit
VIVA co-hosted the South Asia – Middle East – North 
Africa region’s SAMENA Telecommunications 
Council summit entitled ‘Regulation 4.0’, to 
provide a platform for identifying key regulatory 
policy changes that will encourage sustained and 
integrated industry growth. 

Walk-In Interviews Exhibition for the 
Second Year
Following on from the success in 2012, VIVA 
organized a three-day walk-in interview event 
which in 2013 attracted more than 2,000 Kuwaiti 
candidates. 
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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 that 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 on-going, 
impartial, transparent sharing of information, and 
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.
 
2013 saw VIVA support a number of important 
initiatives, affecting a wide range of sectors within 
its CSR strategy. These include:

• Sponsorship of the Second International 
Conference on Learning Difficulties and 
Attention Deficit/Hyperactivity Disorder: 
Assessment and Intervention. This two-
day conference was organized by Kuwaiti 
Association for Learning Differences (KALD), in 
collaboration with Fawzia Sultan Educational 
Company (FAWSEC) and the Middle East 
Psychological Association (MEPA) and took 
place at the American University of Kuwait.  

• VIVA continued to extend its support to the 
development of the Kuwait health sector, 
making a contribution to supply the Amiri 
Hospital with more than 200 new medical 
chairs. This initiative was in line with VIVA’s 
mission to lend a helping hand to Kuwait’s 
health sector and assist in the development 
of its facilities, through equipping them 
with the required devices to offer a more 
comprehensive service to the patients. 

• VIVA donated 210 VIVA branded benches in 
21 walkways across Kuwait. The company’s  
donation represented not only VIVA’s promise 
to add value in the Kuwaiti community but 
also its commitment to building the nation 
through contributing in ways that enhance 
the social amenities for its citizens.

CSR Overview
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• In March, VIVA celebrated Mother’s Day 
with the elderly by distributing flowers, in 
collaboration with the Ministry of Social 
Affairs and Labor, as a way of expressing its 
appreciation of mothers. 

• During the Holy Month, VIVA sponsored 
Ramadan Tents at Al Rashid Mosque in 
Adailiya, and Jaber Al Ali Mosque in South 
Surra. These tents provided shelter for 
worshippers attending the mosques to spend 
the night in prayer in commemoration of the 
Night of Revelation. 

• VIVA sponsored the Kuwaiti Cancer and Anti-
Smoking Society’s 2013 Umrah pilgrimage 
under the theme “Guests of the Merciful”. 
The pilgrimage headed to the Holy Lands on 
17 April 2013, giving pilgrims the opportunity 
to perform their Umrah pilgrimage in an 
atmosphere of faith and spirituality.  

• VIVA sponsored Circuit’s+ ‹CrossFit Kids› 
Summer Program, a program that offers 
fitness and educational lessons to children 
between the age of 8-13 years, to help 
reduce the risks of obesity among youth and 
to encourage physical fitness at an early age. 

• With the belief for the need to increase 
community awareness regarding the dangers 
of using mobile phones while driving, 
VIVA launched an awareness multimedia 
campaign featuring television adverts, as well 
as supporting advertising on VIVA’s social 
media channels. 

• VIVA’s sponsorship of the Institutions of 
Higher Education debate competition and 
Kuwait University’s College Debate in English 
highlighted VIVA’s role in supporting youth 
and higher learning. The debates included 
students from various faculties and aimed to 
encourage public forum at upgrading their 
capabilities while displaying their talents and 
their ability to debate and dialogue. 

• VIVA sponsored the 20th Waqf Forum 
Cultural Competition of the Kuwait Awqaf 
Public Foundation (KAPF), entitled “20 Years 
of Building and Giving”. VIVA highlighted the 
importance of this forum and the integral 
role KAPF is playing in the progression of 
endowment activities in Kuwait. The support 
of this competition by VIVA stems from the 
belief in the importance of humanitarian 
and charity work for the development of the 
community. 

CSR Overview
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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 over 
two million clients by latest estimates.

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 more 
than 1,500 network coverage spots so that its network now covers virtually the whole State of Kuwait, 
providing the best service possible. 

VIVA Review
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Products and Services
In 2013, VIVA was amongst the first to officially 
launch the latest Apple devices based on the 
agreement signed with Apple in 2011 to present 
the latest devices in the Kuwaiti market. It was 
also the first to launch smartphone devices such 
as Samsung, BlackBerry, Huawei and HTC with 
tailored packages suitable to meet a broad range 
of customer needs. 
 
VIVA continued to celebrate the success of its 
unique ‹Win a Car Every Week› campaign, which 
has now been running for over two years and is 
the longest ongoing offer of its kind in Kuwait. Its 
great success has led the company to continue 
to develop the campaign in 2013, including the 
addition of a KD10,000 cash prize awarded 
alongside a trendy sports car. 

VIVA reiterated its commitment to delivering 
exciting and unique products and services by 
launching a new campaign for its postpaid 
customers with the winner driving away with one 
of the most desirable sports-cars in the world, a 
brand new 2013 Lamborghini Gallardo. 

During the year, to reach out to its customers and 
reward them for using its network, even those 
visiting Kuwait from abroad, VIVA also launched 
an innovative campaign to reward inbound 
visitors roaming on its network, giving them the 
chance to win one of four quarterly cash prizes of 
USD 50,000.

 
VIVA continued to offer its customers the latest 
in internet technology during 2013, launching 
its LTE Postpaid Mobile Broadband plans, and 
presenting customers with the most competitive 
annual broadband offer in the market in doing so. 

In addition, VIVA launched ‘Surf On’ social 
plans for both postpaid and prepaid customers 
giving them access to high speed Internet on 
their smartphones at remarkably competitive 
rates. The unique and innovative Surf On offer 
allows customers unlimited free Internet access 
to WhatsApp, Twitter and Facebook the most 
popular apps in Kuwait, which is made possible 
through VIVA’s partnership with the WhatsApp 
Inc., Twitter and Facebook.

And to make electronic bill payment more 
enticing, for its customers, VIVA also launched 
an Electronic Payment draw campaign which 
targeted existing and new postpaid customers of 
both voice and internet, giving them a chance to 
win mobiles, tablet devices or cash prizes when 
they move to monthly automatic bill payment.

VIVA also presented its customers with a new 
Value Added Service (VAS) called Anghami, an 
application that is downloaded to the handset 
and gives customers access to Arabic and 
International music to stream and download. 

VIVA Review
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VIVA’s customer centric approach drives it to invest in the various social networking channels. This allows 
the company to stay connected with its customers, better understand their needs and requirements 
and present the differentiated experience it seeks to provide. Its commitment to adopting the latest 
technologies to enhance the experience of customers was demonstrated when it was the first operator 
to provide technical support and respond to the inquiries of customers through Twitter. VIVA has also 
leveraged its presence across the social networks to extend its reach and support to the youth segment 
through regular updates, posts, activities and competitions, in addition to sponsorships of youth projects. 

VIVA Review
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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 the 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 of 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 the most creative and innovative people across the widest range of 
skill sets and 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 ever-greater teamwork and to create a dynamic and transparent 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.

25



Financial Statements

26

20
09

20
10

20
11

20
12

20
13



  Financial Statements and
Independent Auditor’s Report

for the year ending 31st December 2013

Kuwait Telecommunications Company K.S.C
State of Kuwait

Content           page
Independent Auditor’s Report      28 - 29
Statement of Financial Position      30
Statement of Profit or loss and Comprehensive Income 31
Statement of Changes in Equity      32
Statement of Cash Flows       33
Notes to the Financial Statements      34 - 54

27



28

KPMG Safi Al-Mutawa & Partners
Al Hamra Tower, 25th Floor
Abdulaziz Al Saqr Street,
P.O. Box 24, Safat 13001, Kuwait

Tel  : + 965 2228 7000
Fax : + 965 2228 7444

Deloitte & Touche,
Al-Wazzan & Co.

Ahmed Al-Jaber Street, Sharq
Dar Al-Awadi Complex, Floor 7 & 9 
P.O. Box 20174, Safat 13062 or
P.O. Box 23049, Safat 13091
Kuwait
Tel  :   + 965 22408844, 22438060
Fax :   + 965 22408855, 22452080
www.deloitte.com

InDEPEnDEnT AuDIToRS’ REPoRT on FInAnCIAl STATEMEnTS

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 2013, the statements of profit or 
loss and 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. 
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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 2013, 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. 

The Company has been able to generate profits and positive cash flows from its operations during the current year 
as projected by the management at this stage of its operations and management has  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 projected 
operating cash flows for the year ending 2014 together with the financing arrangements obtained 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 amended, as the Company’s accumulated losses 
as at 31 December 2013 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, 
as amended, and the Company’s Memorandum of Incorporation and Articles 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 2013, of 
the Companies Law No. 25 of 2012, as amended, or the Company’s Memorandum of Incorporation and Articles 
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-Wazzan & Co.

Kuwait: 30 January 2014



30

2013 2012

Note KD’000 KD’000

Assets

Property and equipment 4 118,961 98,862

Intangible assets 5 30,576 131

Other non-current assets 6                 734                 720

Non-current assets          150,271            99,713

Inventories 4,943 2,198

Prepayments and other current assets 7 4,294 5,742

Trade and other receivables 8 12,777 9,889

Cash and cash equivalents 9              6,705              9,047

Current assets            28,719            26,876

Total assets          178,990          126,589

Equity

Share capital 10 49,940 49,940

Accumulated losses          (40,358)          (64,610)

Total equity              9,582          (14,670)

Liabilities

Employees’ end of service benefits 11 1,698 993

Islamic financing facilities 12 40,734 10,000

Trade and other payables    14              2,244            13,556

Non-current liabilities            44,676            24,549

Islamic financing facilities 12 25,000 25,000

Due to Parent Company 13 8,409 11,575

Trade and other payables 14            91,323            80,135

Current liabilities          124,732          116,710

Total liabilities          169,408          141,259

Total equity and liabilities          178,990          126,589

The notes on pages 34 to 54 are an integral part of these financial statements.

Adel Mohammad Alroumi

Chairman

 

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

Statement of financial position
as at 31 December 2013
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2013 2012

Note KD’000 KD’000

Revenue 182,422 137,466

Operating expenses 15 (116,827) (114,631)

Depreciation and amortization 4,5 (39,503) (17,969)

Finance cost (1,406) (783)

Other expenses 16               (156)                    (3)

Profit before Board of Directors’ remuneration, contribu-
tion to Kuwait Foundation for the Advancement of Sciences 
(“KFAS”) and Zakat 24,530 4,080

Board of Directors’ remuneration - (152)

Zakat               (278)                  (62)

Net profit for the year 24,252 3,866

Other comprehensive income                     -                      -

Total comprehensive income for the year            24,252               3,866

Basic and diluted earnings per share (fils) 17              48.56                 7.74

The notes on pages 34 to 54 are an integral part of these financial statements.

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

Statement of profit or loss and comprehensive income
For the year ended  31 December 2013
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Share 
 capital

Accumulated 
losses Total

KD’000 KD’000 KD’000

Balance at 1 January 2012 49,940 (68,476) (18,536) 

Net profit and total comprehensive income for the year                      -                3,866         3,866

Balance at 31 December 2012            49,940            (64,610)     (14,670)

Balance at 1 January 2013 49,940 (64,610) (14,670)

Net profit and total comprehensive income for the year                      -             24,252      24,252

Balance at 31 December 2013             49,940           (40,358)        9,582

The notes on pages 34 to 54 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 2013
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Kuwait Telecommunications Company K.S.C.
State of Kuwait

Statement of cash flows
For the year ended  31 December 2013

2013 2012
Note KD’000 KD’000

Cash flows from operating activities

Net profit for the year 24,252 3,866

Adjustments for:

Depreciation and amortization 4,5 39,504 17,969

Write offs, net 4 - 15

Finance cost 1,406 783

Provision for doubtful debts 8 1,691 1,609

Provision for end of service benefits 11 819 393

Provision for slow moving inventories              444             183
68,116 24,818

Changes in:

-    other non-current assets (14) 122

-    inventories (3,189) (1,112)

-    prepayments and other assets 1,448 (1,555)

-    trade and other receivables (4,579) (4,455)

-    due to Parent Company (3,166) 3,050

-    trade and other payables         24,984        12,060
Cash from operating activities 83,600 32,928

Payments towards employees’ end of service benefits 11            (114)             (38)
Net cash from operating activities         83,486        32,890

Cash flows from investing activities

Acquisition of property and equipment 4 (41,395) (15,019)

Acquisition of intangible assets 5 (48,652) (122)

Finance income                   -               16
Net cash used in investing activities        (90,047)      (15,125)

Cash flows from financing activities

Net proceeds from Islamic financing facilities 30,734 10,000

Decrease in trade and other payables (25,049) (28,841)

Finance costs          (1,466)           (782)

Net cash from/ (used in) financing activities            4,219      (19,623)

Net decrease in cash and cash equivalents (2,342) (1,858)

Cash and cash equivalents at 1 January            9,047        10,905
Cash and cash equivalents at 31 December 9            6,705          9,047

The notes on pages 34 to 54 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 objectives for which the Company is incorporated are the provision of all cellular mobile telecommunication 
and calling system services in Kuwait in accordance with the provisions of Islamic Sharia and as per the criteria set 
by Ministry of Communications. In this regard, the Company shall carry on the following business activities: 

1. Purchase, supply, install, operate and maintain wireless telecommunications devices and equipment (mobile 
telecommunications, calling system and other wireless services); 

2. Import and export the necessary devices, equipment and tools for the Company’s objectives; 
3. Purchase or lease telecommunication lines and necessary facilities for providing the Company’s services in 

coordination with and with no overlap or conflict with the services provided by the State; 
4. Buy the manufacturing concessions that are directly related to the Company’s services from manufacturers or 

manufacture the same in Kuwait (following the approval of Public Authority for Industry in connection with the 
manufacturing); 

5. Introduce or manage other services of similar or supplementary nature to the wireless telecommunication 
services with view to developing or integrating such services; 

6. Conduct technical research related to the Company’s business in order to improve and develop the Company’s 
services in cooperation with the relevant authorities inside Kuwait and abroad; 

7. Construct, buy, build and acquire the necessary lands and facilities for achieving the Company’s objectives (to 
the extent permitted by law); 

8. Purchase all necessary materials and machines for the Company to carry on its objectives and conduct 
maintenance for the same using all possible up-to-date techniques; and 

9. Utilize the monetary surpluses available with the Company through investing the same in portfolios managed by 
specialized companies and entities and authorize the Board of Directors to undertake the same.    

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 commercial operations branded as “VIVA” on 3 December 2008.

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

On 29 November 2012 through a decree, Companies Law No. 25 of 2012 (“the Law”) was issued and later 
amended by Law No. 97 of 2013 dated 27 March 2013 (“the Decree”). The Law came into effect from the date 
it was published in Kuwait’s Official Gazette. The Executive Regulations have been issued by the Ministry of 
Commerce and Industry on 29 September 2013 and was published in the Kuwait’s Official Gazette on 6 October 
2013. According to Article 3 of the resolution, companies have one year from date of publishing the Executive 
Regulations to comply with the new amended Law. The Company’s management is of the view that application of 
the provisions of the Law has no material impact on the Company’s activities or on its financial position.
  
The Company is a subsidiary of Saudi Telecommunications Company (“STC” or “the Parent Company”), which is listed 
on the Saudi Stock Exchange, by virtue of a management agreement with Saudi Telecommunications Company.

The Company is domiciled in the State of Kuwait and its registered address is Olympia Building, P.O. Box. 181, 
Salmiya 22002, State of Kuwait.

These financial statements were authorized for issue by the Board of Directors of the Company on 30 January 
2014. The shareholders of the Company have the power to amend these financial statements at the Annual 
General Assembly meeting.

In 2012, the Board of Directors of the Company has applied to list the shares of the Company on the Kuwait Stock 
Exchange. The regulatory approvals are in process as at the reporting date.

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

Notes to the financial statements
For the year ended  31 December 2013
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Kuwait Telecommunications Company K.S.C.
State of Kuwait

Notes to the financial statements
For the year ended  31 December 2013

2. BASIS oF PREPARATIon

a. Statement of compliance

The financial statements have been prepared in accordance with International Financial Reporting Standards 
(“IFRS”) and relevant provisions of the Companies Law No. 25 of 2012, as amended.

Basis of measurement

The financial statements have been prepared on the historical cost basis.

Going concern 

The Company has incurred accumulated losses of KD 40,358 thousand as at 31 December 2013 (31 December 
2012: KD 64,610 thousand) and, as of that date, the Company’s current liabilities exceeded its current assets by 
KD 96,013 thousand (31 December 2012: KD 89,834 thousand). 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 uncertainty regarding the Company’s ability to continue as going concern as 
the Company has been able to generate profits and positive cash flows from its operations during the current year 
as anticipated 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 in 2014 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.

Further, the shareholders in their Extraordinary General Assembly meeting dated 1 May 2013, 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. 

The Company’s accumulated losses as at 31 December 2013 exceeded 75% of its share capital. Therefore, 
in accordance with Article 302 of Companies Law No. 25, as amended, the Board of Directors are required to 
convene an Extraordinary General Assembly to discuss management plans to address the solvency issue. 

b. Functional and presentation currency

These financial statements are presented rounded to nearest thousand Kuwaiti Dinars (“KD’000”), which is the 
Company’s functional currency. 

c. 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 
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3. SIGnIFICAnT ACCounTInG PolICIES

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 2012, except for the following 
new or revised accounting standards that are effective from 1 January 2013.
IFRS 7 Disclosures — Offsetting Financial Assets and Financial Liabilities — Amendments to IFRS 7(effective for 
annual periods beginning on or after 1 January 2013)

These amendments require an entity to disclose information about rights to set-off and related arrangements (e.g., 
collateral agreements). The disclosures would provide users with information that is useful in evaluating the effect of 
netting arrangements on an entity’s financial position. The new disclosures are required for all recognised financial 
instruments that are set off in accordance with IAS 32 Financial Instruments: Presentation. The disclosures also 
apply to recognised financial instruments that are subject to an enforceable master netting arrangement or similar 
agreement, irrespective of whether they are set off in accordance with IAS 32. The adoption of this standard has 
not resulted in any material impact on financial statements of the company.

IAS 1 Presentation of Financial Statements – Amendments

The amendments introduce new terminology for the statement of comprehensive income. Under the amendments 
to IAS 1, the ‘statement of comprehensive income’ is renamed as ‘statement of profit or loss and comprehensive 
income’. The amendments to IAS 1 also changed the grouping of items presented in other comprehensive income. 
Items that could be reclassified to profit or loss at a future point in time would be presented separately from items 
that will never be reclassified. The amendment affects presentation only and has no impact on the Company’s 
financial position or performance. 
 
IFRS 13 Fair Value Measurement 

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 IFRSs 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 adoption of this 
standard has not resulted in any material changes or disclosures to the financial statements of the Company.
In addition to the above the following new standards have been issued and effective from 1 January 2013 but 
adoption of these standards has not resulted in any material impact on financial statements of the company.    

Standard or Interpretation Effective for annual periods beginning

IFRS 10 – Consolidated Financial Statements, IAS 27 
Separate Financial Statements 1 January 2013

IFRS 12 – Disclosure of Involvement with Other Entities 1 January 2013

IAS 28 Investments in Associates and Joint Ventures 
(as revised in 2011)

1 January 2013

Annual Improvements 2009-2012 1 January 2013

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:

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

Notes to the financial statements
For the year ended  31 December 2013
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Kuwait Telecommunications Company K.S.C.
State of Kuwait

Notes to the financial statements
For the year ended  31 December 2013

- 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.

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 profit or loss and 
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 ready 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 profit or loss and 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

Subscriber acquisition costs are incurred for acquiring the customers. The subscriber acquisition costs are 
considered integral to the rendering of telecom services and are amortized over the commitment period of the 
customer contract.
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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 profit or loss and comprehensive 
income as incurred.

iii. Amortization 

License fees are amortized on a straight-line basis in the statement of profit or loss and 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 profit or loss and 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. 
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.

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

Notes to the financial statements
For the year ended  31 December 2013
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Kuwait Telecommunications Company K.S.C.
State of Kuwait

Notes to the financial statements
For the year ended  31 December 2013

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 profit or loss and 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.

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 profit or loss and 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 profit or loss and 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.
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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 profit or loss and 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 profit or loss and comprehensive income.

Impairment of inventories
Inventories are held at the lower of cost and net realizable value. When inventories become old or obsolete, an 
estimate is made of their net realizable 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 
 
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 profit or loss and comprehensive 
income in the year to which they relate. 

The Company 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. This defined benefit plan is unfunded and is based on the liability that would arise on involuntary 
termination of all employees on the financial position date. This basis is considered to be a reliable approximation 
of the present value of this liability. 
  
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 profit or loss and 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 profit or loss and comprehensive income.   



41

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

Notes to the financial statements
For the year ended  31 December 2013

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 profit or loss and comprehensive income when it is no longer 
considered probable that the credit awards will be redeemed.

n. Leases

Payments made under operating leases are recognized in the statement of profit or loss and 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.

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. 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. 

q. 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 profit or loss and comprehensive income.

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 
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 profit or loss and 
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:

IAS 32 Financial Instruments: Presentation - Offsetting Financial Assets and Financial liabilities (Amendment)

These amendments are effective for annual periods beginning on or after 1 January 2014.The amendments clarify 
the meaning of “currently has a legally enforceable right to set-off” and also clarify the application of the IAS 32 
offsetting criteria to settlement systems (such as central clearing house systems) which apply gross settlement 
mechanisms that are not simultaneous. The Company is currently assessing the impact that this standard will have 
on the financial position and performance.
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IAS 36 Impairment of Assets: Recoverable Amount Disclosures for Non-Financial Assets (Amendment)

These amendments remove the unintended consequences of IFRS 13 on the disclosures required under IAS 
36. In addition, these amendments require disclosure of the recoverable amounts for the assets or CGUs for 
which impairment loss has been recognized or reversed during the period. These amendments are effective 
retrospectively for annual periods beginning on or after 1 January 2014 with earlier application permitted, provided 
IFRS 13 is also applied. Additional disclosures will be made by the Company when amendment becomes effective.

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. 

The standard was issued in November 2009, however at the IASB meeting in July 2013, the IASB tentatively 
decided to defer the mandatory effective date of IFRS 9. The standard improves the ability of the users of the 
financial statement to assess the amount, timing and uncertainty of future cash flows of the entity by replacing 
many financial instrument classification categories, measurement and associated impairment methods.

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.  

4. PRoPERTY AnD EQuIPMEnT

Network 
 equipment and 

infrastructure
IT related 

assets
Furniture and 

fixtures
Capital work 

in progress Total

KD’000 KD’000 KD’000 KD’000 KD’000

Cost

At 1 January 2013 122,661 13,621 3,633 11,822 151,737

Additions - - 314 41,081 41,395

Transfers          26,004          2,110                   -       (28,114)                   -

At 31 December 2013        148,665        15,731          3,947         24,789      193,132

Depreciation

At 1 January 2013 (42,377) (7,972) (2,525) - (52,874)

Charge for the year        (17,677)        (2,868)           (752)                   -      (21,297)

At 31 December 2013        (60,054)      (10,840)        (3,277)                   -      (74,171)

Carrying amount

At 31 December 2013          88,611          4,891             670         24,789      118,961

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

infrastructure
IT related 

assets
Furniture and 

fixtures
Capital work 

in progress Total

KD’000 KD’000 KD’000 KD’000 KD’000

Cost

At 1 January 2012 106,449 11,409 3,478 15,406 136,742

Additions - - 155 14,864 15,019

Transfers 16,237 2,212 - (18,449) -

Write offs                  (25)                  -                   -                  -            (25)

At 31 December 2012           122,661        13,621           3,633        11,821     151,736

Depreciation

At 1 January 2012 (27,953) (5,555) (1,815) - (35,323)

Charge for the year (14,434) (2,417) (709) - (17,560)

Write offs                      9                  -                   -                  -                9

At 31 December 2012           (42,378)        (7,972)         (2,524)                  -     (52,874)

Carrying amount

At 31 December 2012             80,283           5,649           1,109        11,821       98,862

5. InTAnGIBlE ASSETS

2013 2012

KD’000   KD’000

Cost

At 1 January 1,290 1,168

Additions           48,652               122

At 31 December           49,942            1,290

Amortization 

At 1 January (1,159) (750)

Charge for the year         (18,207)             (409)

At 31 December         (19,366)          (1,159)

Carrying amount

At 31 December           30,576               131

Intangible assets comprise significantly subscriber acquisition costs.
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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 257 thousand (2012: KD 307 thousand).

7. PREPAYMEnTS AnD oTHER CuRREnT ASSETS

2013 2012

KD’000 KD’000

Prepayments 3,893 3,492

Other assets                401            2,250

            4,294            5,742

8. TRADE AnD oTHER RECEIvABlES

2013 2012

KD’000 KD’000

Gross trade receivables 24,407 20,006

Provision for doubtful debts         (12,110)        (10,543)

12,297 9,463

Other receivables                480               426

          12,777            9,889

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

2013 2012

KD’000 KD’000

At 1 January 10,542 8,933

Charge for the year 1,691 1,609

Reversals              (123)                     -

At 31 December           12,110            10,542

Ageing of gross trade receivables are as follows:

2013 2012

KD’000 KD’000

Less than 30 days 6,912 3,685

30-60 days 5,464 5,397

60-90 days 919 612

90-150 days 1,204 779

Above 150 days             9,908              9,533

          24,407            20,006
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9. CASH AnD CASH EQuIvAlEnTS

2013 2012

KD’000 KD’000

Cash at banks 6,636 9,024

Cash in hand                  69                   23

            6,705              9,047

10. EQuITY

10.1 Share capital
 
The Company’s authorized, issued and fully paid up share capital is KD 49,940 thousand (2012: KD 49,940 
thousand) comprising of 499,400,000 (2012: 499,400,000) shares of 100 100 fils each and is fully paid in cash. 

10.2 Statutory reserve

In accordance with the Companies Law No. 25 of 2012, as amended, 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
2013 2012

KD’000 KD’000

At 1 January 993 638

Charge for the year 819 393

Payments made during the year             (114)               (38)

At 31 December            1,698               993
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12. ISlAMIC FInAnCInG FACIlITIES

In 2011, the Company obtained facilities amounting to KD 51 million through Islamic financing arrangements 
repayable over 1-5 years. As at 31 December 2013, KD 30 million (31 December 2012: KD 35 million) is outstanding 
against these facilities.

In June 2013, the Company has signed Islamic financing arrangement amounting to KD 76 million (approximately 
USD 270 million) repayable over 3 years starting from September 2015 in equal quarterly installments. As at 31 
December 2013, KD 38.3 million (approximately USD 135.7 million) has been withdrawn from this facility. The 
amount disclosed on the face of the statement of financial position is net of finance cost, processing fees paid in 
advance and foreign translation differences.

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 profit or loss and comprehensive 
income are as follows: 

2013 2012

KD’000 KD’000

Management fees 6,385 4,811

Other operating expenses 488 409

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:

2013 2012

KD’000 KD’000

Salaries, allowances and other benefits    1,105 918

End of service benefits                72                38

          1,177              956
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14. TRADE AnD oTHER PAYABlES

2013 2012

KD’000 KD’000

Current

Trade payables 19,362 26,459

Accruals and provisions 59,995 45,678

Other payables         11,966            7,998

91,323 80,135

Non-current

Trade payables           2,244          13,556

        93,567          93,691

In 2011, the Company entered into a deferred payment agreement with a principal supplier amounting to KD 
42,015 thousand (approximately US$ 150 million) secured against a bank guarantee with an aggregate amount 
of KD 4,202 thousand (approximately US$ 15 million) (note 18). As at the reporting date, KD 13.6 million is 
outstanding against this facility.

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 26,461 thousand (2012: 
KD 17,685 thousand) representing capital expenditure which have been incurred by the Company, but not yet 
invoiced by the suppliers.

15. oPERATInG ExPEnSES

2013 2012

KD’000 KD’000

Access charges 35,558 26,689

Sales and marketing expenses 22,380 18,721

Staff costs 15,485 13,079

Repairs and maintenance 12,315 12,795

Rent and utilities 7,879 7,600

Inventories consumption 3,989 19,225

Roaming and interconnect 5,823 4,792

Consultancy fees 3,298 3,880

Provisions 2,135 1,792

Other operating expenses           7,965            6,058

      116,827        114,631

16. oTHER ExPEnSES

Other expenses mainly represent foreign currency exchange differences of KD 368 thousand (2012: KD 273 
thousand).
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17. BASIC AnD DIluTED EARnInGS PER SHARE

2013 2012

Net profit for the year (KD’000) 24,252 3,866

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

Earnings per share (fils) 48.56 7.74

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

18. CoMMITMEnTS AnD ConTInGEnT lIABIlITIES

2013 2012

KD’000 KD’000

Capital commitments 16,845 8,093

Contingent liabilities

Letters of guarantee 10,189 10,183

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:
 

2013 2012

KD’000 KD’000

Less than one year 4,432 3,851

Between one and five years                 28                 69

           4,460            3,920

19. FInAnCIAl InSTRuMEnTS AnD RISK MAnAGEMEnT

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. 
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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 analyze 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.

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

2013 2012

KD’000 KD’000

Trade and other receivables 12,777 9,889

Cash at banks           6,636            9,024

        19,413          18,913

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. 
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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 of 30 days. All amounts due more than 30 days are classified as 
“billed and due”.

Impairment losses

2013 Gross
Provision for 

doubtful debts

KD’000 KD’000

Billed not due 6,912 -

Billed and due        17,975         12,110

       24,887         12,110

2012 Gross
Provision for 

doubtful debts

KD’000 KD’000

Billed not due 3,685 -

Billed and due        16,746         10,542

       20,431         10,542

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.
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The following are the contractual maturities of financial liabilities.

19. FInAnCIAl InSTRuMEnTS AnD RISK MAnAGEMEnT (ConTInuED)
31 December 2013

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’000 KD’000 KD’000 KD’000 KD’000 KD’000

Islamic financing 
facilities 65,734 - 25,875 5,350 39,275 70,500

Trade and other 
payables* 81,813 - 79,570 2,356 - 81,926

Due to Saudi 
Telecommunications 
Company          8,409          8,409                 -                 -                 -        8,409

     155,956          8,409      105,445         7,706       39,275    160,835

Commitments

Acquisition of 
property and 
equipment 16,845 - 16,845 - - 16,845

Operating lease 
commitments          4,460                 -          4,432             28                 -        4,460

       21,305                 -        21,277             28                 -      21,305
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19. FInAnCIAl InSTRuMEnTS AnD RISK MAnAGEMEnT (ConTInuED)
31 December 2012

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’000 KD’000 KD’000 KD’000 KD’000 KD’000

Islamic financing 
facilities 35,000 - 25,875 10,700 - 36,575

Trade and other 
payables* 85,915 - 72,359 14,234 - 86,593

Due to Saudi 
Telecommunications 
Company         11,575           11,575                    -                 -                 -       11,575

      132,490           11,575          98,234       24,934                 -     134,743

Commitments

Acquisition of 
property and 
equipment 8,093 - 8,093 - - 8,093

Operating lease 
commitments           3,920                    -            3,851              69                 -          3,920

        12,013                    -          11,944              69                 -        12,013

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

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.
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Exposure to currency risk 

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

2013 2012
KD’000 KD’000

US Dollars 70,728 49,977

Saudi Riyals           2,946           2,918
         73,674          52,895

The following significant exchange rates applied during the year:

2013 2012

Average 
rate

Reporting 
date

Spot rate
Average 

rate

Reporting 
date

Spot rate

US$ 0.28346 0.28225 0.28054 0.28115
SAR 0.07570 0.07537 0.07487 0.07507

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 2012.

Profit or loss
2013 2012

KD’000 KD’000

3% movement 2,210 1,587

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 profit or loss and comprehensive income.
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Fair values of financial instruments

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction 
between market participants at the measurement date. The fair value measurement is based on the presumption 
that the transaction to sell the asset or transfer the liability takes place either:

• In the principal market for the asset or liability, or
• In the absence of a principal market, in the most advantageous market for the asset or liability

The principal or the most advantageous market must be accessible to by the company.

The fair value of an asset or a liability is measured using the assumptions that market participants would use when 
pricing the asset or liability, assuming that market participants act in their economic best interest.

The company uses valuation techniques that are appropriate in the circumstances and for which sufficient data are available 
to measure fair value, maximizing the use of relevant observable inputs and minimizing the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorized 
within the fair value hierarchy, described as follows, based on the lowest level input that is significant to the fair value 
measurement as a whole:

• Level 1 - Quoted (unadjusted) market prices in active markets for identical assets or liabilities
• Level 2 - Valuation techniques for which the lowest level input that is significant to the fair   value    measurement 

is directly or indirectly observable
• Level 3 - Valuation techniques for which the lowest level input that is significant to the fair value measurement is 

unobservable

For financial instruments quoted in an active market, fair value is determined by reference to quoted market prices. 
Bid prices are used for assets and offer prices are used for liabilities. 

For unquoted financial instruments fair value is determined by reference to the market value of a similar investment, 
discounted cash flows, other appropriate valuation models or brokers’ quotes. 

For financial instruments carried at amortised cost, the fair value is estimated by discounting future cash flows at the 
current market rate of return for similar financial instruments.

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 and is used only for 
disclosure purpose.  Fair value of such financial instruments are classified under level 3 determined based on discounted 
cash flow basis, with most significant inputs being the discount rate that reflects the credit risk of counterparties. 

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 profit or loss and comprehensive income.
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