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Our Vision and Values

Our Vision

Our vision is to provide unique services and products that satisfy the aspirations of our clients and accommodate 
their needs, which in turn will earn us their trust. This is through presenting our customers with numerous 
telecommunications opportunities with the goal of boosting our relationships with them and giving them the best 
experience around the clock.

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

Our Values

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

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.
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• Kuwait Telecommunications Company (VIVA) was 
established following the Amiri Decree number 
187/2008 that was issued regarding the license 
of the incorporation of a Kuwaiti shareholding 
company named ‘Kuwait Telecommunications 
Company’ (VIVA) to manage and operate a mobile 
phone network in Kuwait. 

 
• VIVA was founded with a capital of KD 50 million 

(500 million shares with a nominal value of 100 
fils per share), where the company put up 250 
million shares (50%) to the public and 120 million 
shares (24%) contributed to the State through 
various government funds (General Authority 
for Investment, General Organization for Social 
Insurance, Zakat House, Kuwait Awqaf Public 
Foundation, the General Authority for Minors 
Affairs) and 130 million shares (26%) of the 
ownership of the company was raised through 
public bidding for a strategic investor, where 
Saudi Telecommunications Company (STC) won 
the bid worth KD 247 million. 

 
• On August 24, 2008, the initial public offering 

(IPO) of 250 million shares (half of the company’s 
capital) took place only for Kuwaiti citizens at a 
price of 100 fils per share and subscription ended 
on September 18, 2008. The IPO achieved great 
success and one of the largest IPOs to be held in 
Kuwait, where the number of subscribers neared 
920,000 with ratio exceeding expectations.

• VIVA launched its operations in December 2008.
 
• VIVA officially listed on the Kuwait Stock Exchange 

on 14 December, 2014. 
 
• VIVA’s customer base reached 2.4 million at the 

end of 2016, and network covered more than 
99% of Kuwait’s residential areas and other 
geographically equipped areas with the latest 
telecommunications network in Kuwait. 

 
• Since its launch, VIVA invested KD 284 million 

in its infrastructure and has created the most 
advanced mobile telecommunication network in 
the Middle East.

 
• One of the major developments took place in 2016 

in VIVA’s shareholder structure, as Saudi Telecom 
Company STC increased its ownership from 
26% to 51.8% on February 21, 2016, as a result 
of Voluntary Tender Offer made by STC on 
November 19, 2015, and the collected shares was 
completed on January 31, 2016. 

 
• VIVA now has 73 branches across Kuwait, through 

its direct and indirect distribution network covering 
all parts of Kuwait.

 
• VIVA’s current workforce is 65% Kuwaiti.

VIVA at a Glance and Main Achievements
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Dear shareholders of Kuwait 
Telecommunications Company (VIVA),

On behalf of VIVA’s Board of Directors, I am delighted 
to announce to the shareholders that VIVA achieved 
the best financial and operational results in 2016 to 
reach KD 279 million despite the high competition we 
witnessed in the Kuwaiti telecom sector. In addition 
VIVA succeeded in implementing integrated plans and 
strategies in line with the increasing market demands 
and aspirations of customers. Moreover, VIVA managed 
to foster its position as a leading telecom company in 
Kuwait and the region, due to plans, strategies, services 
and creative offers that meet deeply the market’s needs 
and the customers’ expectations, in line with the latest 
global technology.

Financial Results 

VIVA has demonstrated its ability to achieve good profit 
levels despite the intense competition that we have seen 
during 2016, due to the decline in telecom tariffs thus 
pressurizing the profit margin of all telecom companies 
in Kuwait. VIVA managed to achieve net profit of KWD 
40 million (earnings per share of 80 fils) during the FY 
2016 compared to net profit of KWD 43 million (earnings 
per share of 86 fils) during FY 2015. On the other hand, 
VIVA has enhanced shareholders’ equity base to stand 
at KWD 133 million at the end of 2016 with a growth 
rate of 43% compared to 2015. The Board of Directors 
has recommended distributing cash dividends of 10 fils 
among the shareholders representing 10 percent of the 
nominal share value for the year ended 2016 subject to 
the approval of the Ordinary General Assembly of the 
company.

Chairman’s Statement 
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These results achieved by VIVA during 2016 reflect the 
efficient business strategy adopted by the company to 
achieve outstanding results in spite of the increasing 
competitiveness. Also, VIVA managed to achieve 
positive earnings for its shareholders as a result of the 
commitment to elevate the quality of customer service 
and improving the operational efficiency”.

Vision

In line with the rapid developments in telecommunications 
and information technology at the global level, the Board 
of Directors has set VIVA’s strategic vision to seize the 
investment opportunities in the telecommunications 
and information technology, which aims to support and 
expand the company’s activities and its work in the field 
of integrated telecommunications and advanced technical 
solutions, thereby enhancing VIVA’s competitive position 
in the medium and long term and will reflect positively on 
the company’s shareholders.

Corporate Governance

Adhering to rules and regulations of corporate 
governance issued by the Capital Markets Authority 
of the State of Kuwait, during 2016 we have set the 
corporate governance’s policy and complied with all the 
instructions in this regard, which aims to improve the 
work environment and transparency and the protection 
of shareholders. At VIVA, we always ensure to comply 
with all laws and regulations that are in line with our 
values and professional foundations that drive our work 
to serve the interests of our shareholders. Thus we 
always strive to focus our efforts through an integrated 
and professional team in order to apply all the required 
laws and regulations and meet deadlines.

Social Responsibility

In addition to the commercial operations, since 
establishment, VIVA has a long-standing commitment 
to support the activities of social responsibilities. We 
are consistently involved in many areas in Kuwait’s 
society, including social welfare, health, sports, education 
and entrepreneurship, and our efforts in these areas 
are reported in detail in our separate corporate social 
responsibility report. 

Gratitude

I would like to take this opportunity to thank VIVA’s Board 
of Directors, Executive Management and all the VIVA 
employees for their support, great effort and dedication 
which resulted in creativity and distinction. In addition, I 
would like to extremely thank our valuable customers and 
shareholders for their continuing support and confidence 
in VIVA. This commitment has enabled VIVA to achieve this 
steady growth over the past 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 support for 
the telecom sector that leads to engrave Kuwait on the 
map among the most developed and advanced countries.

Dr. Mahmoud Ahmad Abdulrahman
Chairman
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Dr. Mahmoud Ahmad Abdulrahman 
Chairman
Representative of Kuwait Investment Authority  
(Non-executive Member)

Ahmad Abdullah Al-Turki
Board Member
Representative of the Public Institution for Public Security 
(Non-executive Member)

Zyad Mohammad Al-Khwaiter
Board Member
Representative of Gulf STC Holding 3 
(Non-executive Member)

Salah Ahmad Al-Fouzan
Board Member
(Independent Member)

Dr. Khaled Ben Hussain Biyari 
Vice Chairman

Representative of STC
(Non-executive Member)

Ameen Ben Fahad Al-Shiddi
Board Member

Representative of Gulf STC Holding
(Non-executive Member)

Moaeed Ben Huwaij Al-Saloom
Board Member

Representative of Gulf STC Holding 1
(Non-executive Member) 

Board of Directors
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CEO’s Statement 

Dear shareholders of Kuwait 
Telecommunications Company (VIVA),

VIVA focused during 2016 on its leadership in the 
Kuwaiti telecom market despite the intense competition 
and challenges in launching products and price war that 
we are still witnessing over the past two years which 
have affected profitability levels for all operators in 
the mobile telecommunications sector in the State of 
Kuwait. But we are happy and proud of our success 
in implementing our plans and strategy by achieving 
growth in VIVA’s operations and strengthen the 
company’s market share in terms of operating revenues 
as the second-largest telecom operator in the State of 
Kuwait.

In addition, VIVA maintained its leadership in customer 
base, which had a positive impact on the operational 
performance and increased our market share. VIVA aims 

to provide latest telecommunication solutions and best 
products and services to its customers. These results 
met our goals and showed that VIVA operates according 
to a strategic plan through a professional team, in order 
to preserve shareholders’ best returns.

Financial Results

VIVA recorded a revenue of KD 279 million in 2016 
compared to KD 277 million recorded last year. VIVA 
achieved these results due to the superior customer 
experience, high quality of services, innovative 
promotions and packages offered to its customers 
to meet their needs and expectations, inspired by our 
customers’ confidence which motivates us to provide 
the best services with the highest possible quality. 
Moreover, VIVA’s customer base reached 2.4 million by 
end of 2016.  These results led to achieve a net profit 
of KD 40 million (earnings per share of 80 Fils) in 2016 
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compared to KD 43 million (earnings per share of 86 Fils) 
recorded last year, while the operating profit reached KD 
44 million in 2016. On the other hand, VIVA’s shareholder 
equity base increased by 43% to reach KD 133 million at 
the end of 2016 compared to KD 93 million at the end of 
2015. 

Operational Achievements

We have exerted great efforts in 2016 through our 
integrated teamwork  to establish a solid and strong 
base that insures the company’s continuing successes 
and we look forward to taking advantage of the best 
technologies in order to provide innovative and advanced 
services to our customers. This is in addition to VIVA’s 
commercial presence across Kuwait, which was expanded 
to 73 branches, enabling us to be closer to our customers 
and to meet the growing demand for our products and 
services. It is noteworthy to mention that VIVA has won 
many awards during 2016 including the “Best Contact 
Centre Experience” and “Best Network Experience” 
by INSIGHTS Middle East, and was recently named the 
“Leading Corporate for Investor Relations in Kuwait”, 
and “Best Telecommunications Company of the year, 
Kuwait 2016 by International Finance Magazine, due to 
the company’s persistent efforts and the teamwork in 
customer service in addition to owning a professional 
high-quality recruitment program, in addition to the 
highest professional standards in the process of 
communicating with our shareholders and the investment 
community. Also, VIVA has been recognized under the 
category “Business Innovation in Risk Management” for 
the year 2016 during the Annual Excellence Awards for 
Revenue Assurance and Fraud Management (RAFM) 
sponsored by Subex Ltd.

Human Capital

Investing in our human capital is the core of our 
business plan, and our commitment to the government’s 
Kuwaitization program remains one of the main pillars 
of our strategy, whereas 65% of our workforce is now 
Kuwaiti. At VIVA, we always endeavor to develop and 
raise the efficiency of human resources in the company 
through training and development to encourage them to 
develop their qualifications related to the scope of their 
work. 

Gratitude

I would like to extend my sincere thanks to our valued 
customers for their loyalty and confidence in the Kuwait 
Telecommunications Company (VIVA), hoping to achieve 
more growth towards providing the most innovative 
services and the latest technology in the world of 
communications in the future. In addition, I extend my 
gratitude to the Board of Directors, members of VIVA 
family and our partners for their contribution to the 
brilliance and success of VIVA and foster its leadership 
position in the telecom market. 

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

Eng. Salman Bin Abdulaziz Al-Badran 
Chief Executive Officer 

Andrew Hanna 
Chief Commercial Officer

Anas Yousef Al Ateeqi 
Chief Human Resources Officer

Abdulaziz Abdullah Al-Qatie 
Chief Financial Officer 

Issam Issa Al-Asousi 
Chief Corporate Affairs Officer 

Zarrar Hasham Khan 
Chief Technology Officer 
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The Shariah Report

For the period from 01/01/2016 to 31/12/2016

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 01/01/2016 to 31/12/2016. 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 
01/01/2016 to 31/12/2016 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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2014

2.4 2.4

2015

2.5

2016

Subscribers (Million)

Operating Profit (KD Million)

2014

239

2015

277

2016

279

2014

40

2015

43

2016

40

Revenues (KD Million)

Net Profit (KD Million)

Financial Indicators (KD ‘000)
Financial Year 

2014
Financial Year 

2015
Financial Year 

2016
 Subscribers (Mn) 2.4 2.5 2.4

Revenue 238,974 276,888 279,059

Operating Profit 45,093 48,878 43,610

Operating Profit Margin 19% 18% 16%

Net Profit 40,364 42,959 39,808

Net Profit Margin 17% 16% 14%

EPS (Fils) 81 86 80

Total Assets 213,963 263,099 267,392

Total Equity 49,946 92,905 132,713

BVPS (Fils) 100 186 266

Cash Dividends (Fils)* - - 10

Key Financial Indicators

2014

45

2015 2016

44
49

* On 26th of January, 2017, the Board of Directors has recommended distributing cash dividends of 10 fils among the shareholders representing 
10 percent of the nominal share value for the year ended 2016 subject to the approval of the Ordinary General Assembly of the company.
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Financial Statements Integrity 
Declaration Board of Directors
Fiscal Period Ended on 31st December, 2016

I, undersigned, certify that we have reviewed the Company’s financial statements for the fiscal period ended on 31st 
December, 2016. Based on information available for us, we acknowledge that the present statements do not contain 
inaccurate information. No material information is omitted or withheld that could render these financial statements 
misleading in respect of the coverage period.

Therefore, the enclosed financial statements and other material information contained therein are fairly presented in 
all significant aspects such as the balance sheet, cash flows and operation outcomes of the reporting period. 

In addition, we declare that we are responsible for developing the internal controls procedures of preparing the 
company’s financial statements to reflect integrity and creditability in accordance with the related international 
financial standards. 

Dr. Mahmoud Ahmad Abdulrahman
Chairman of the Board

Signature: 
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of Kuwait Telecommunications Company K.S.C.P. (the “Company”), which comprise 
the statement of financial position as at 31 December 2016,  the statements of profit or loss and other comprehensive 
income, changes in equity and cash flows for the year then ended, and a summary of significant accounting policies and 
other explanatory information.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position of the 
Company as at 31 December 2016, and its financial performance and its cash flows for the year then ended in accordance 
with International Financial Reporting Standards (IFRS).
 
Basis for Opinion 

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under those 
standards are further described in the Auditors’ Responsibilities for the Audit of the Financial Statements section of our 
report. We are independent of the Company in accordance with the International Ethics Standards Board for Accountants 
Code of Ethics for Professional Accountants (IESBA Code), and we have fulfilled our other ethical responsibilities in 
accordance with the IESBA Code. We believe that the audit evidence we have obtained is sufficient and appropriate to 
provide a basis for our opinion.

Key Audit Matters 

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the 
financial statements of the current period. These matters were addressed in the context of our audit of the financial 
statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on these matters.

Revenue recognition 

Revenue recognition is considered as a key audit matter due to the complexity of Information Technology (“IT”) environment 
in which billing, rating and other relevant support systems reside; changing tariff plans and multiple elements contracts 
with customers which impact timing and recognition of revenue. 

The accounting policy for revenue recognition is set out in Note 3 (k) to the financial statements.
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF KUWAIT 
TELECOMMUNICATIONS COMPANY K.S.C.P. (CONTINUED)

Our audit procedures include assessment of design and operating effectiveness of internal controls over the IT 
environment in which revenue generating systems reside and change control procedures in place around those systems. 
In addition to testing controls we have also tested the reconciliation of the revenue generated and recorded in those 
systems to the general ledger and test of details of revenue recorded.

Property and equipment capitalisation and its useful lives

As of 31 December 2016 balance of property and equipment amounts to KD 137,668 thousand (2015:  KD 125,353 thousand). 
There are number of areas where management judgment impacts the carrying value of property and equipment which 
includes the decision to capitalise or expense costs; the annual review of assets useful lives and the timeliness of the 
transfer from assets in the course of construction. Due to this, we have considered property and equipment capitalisation 
and its useful lives as a key audit matter. 

Our audit procedures include assessment of design and operating effectiveness of internal controls over the fixed 
asset accounting cycle, evaluating the appropriateness of capitalisation policies, performing detailed tests on costs 
capitalised and to check timeliness of the transfer of assets in the course of construction. In performing these 
procedures, we challenged the judgments made by management including: the nature of underlying costs capitalised and 
the appropriateness of asset lives applied in the calculation of depreciation.

Other Information 

Management is responsible for the other information. The other information comprises the information included in the 
Company’s annual report, other than the financial statements and our auditors’ report thereon. Prior to the date of this 
auditors’ report, we obtained the Board of Directors report which forms part of the annual report, and the remaining 
sections of the annual report are expected to be made available to us after that date.

Our opinion on the financial statements does not cover the other information and we do not and will not express any 
form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information identified 
above and, in doing so, consider whether the other information is materially inconsistent with the financial statements 
or our knowledge obtained in the audit, or otherwise appears to be materially misstated. 

If, based on the work we have performed on other information that we have obtained prior to the date of this auditors’ 
report, we conclude that there is a material misstatement of this other information, we are required to report that fact. 
We have nothing to report in this regard.

Responsibilities of Management and Those Charged with Governance for the financial Statements 

Management is responsible for the preparation and fair presentation of the financial statements in accordance with 
IFRSs, 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.

In preparing the financial statements, management is responsible for assessing the Company’s ability to continue as a 
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting 
unless management either intends to liquidate the Company or to cease operations, or has no realistic alternative but 
to do so.

Those charged with governance are responsible for overseeing the Company’s financial reporting process.
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF KUWAIT 
TELECOMMUNICATIONS COMPANY K.S.C.P. (CONTINUED)

Auditors’ Responsibilities for the Audit of the Financial Statements 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from 
material misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our opinion. 
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with 
ISAs will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are 
considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic 
decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional skepticism 
throughout the audit. We also: 

• Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, 
design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and 
appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from 
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions, 
misrepresentations, or the override of internal control.

• Obtain an understanding of internal control relevant to the audit 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 
Company’s internal control. 

• Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and 
related disclosures made by management.

• Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based 
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may 
cast significant doubt on the Company’s ability to continue as a going concern. If we conclude that a material 
uncertainty exists, we are required to draw attention in our auditors’ report to the related disclosures in the 
financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on 
the audit evidence obtained up to the date of our auditors’ report. However, future events or conditions may cause 
the Company to cease to continue as a going concern.

• Evaluate the overall presentation, structure and content of the financial statements, including the disclosures, and whether 
the financial statements represent the underlying transactions and events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing of 
the audit and significant audit findings, including any significant deficiencies in internal control that we identify during 
our audit.

We also provide those charged with governance with a statement that we have complied with relevant ethical requirements 
regarding independence, and communicate with them all relationships and other matters that may reasonably be thought 
to bear on our independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those matters that were of most 
significance in the audit of the financial statements of the current period and are therefore the key audit matters. We 
describe these matters in our auditors’ report unless law or regulation precludes public disclosure about the matter or when, 
in extremely rare circumstances, we determine that a matter should not be communicated in our report because the adverse 
consequences of doing so would reasonably be expected to outweigh the public interest benefits of such communication.
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF KUWAIT 
TELECOMMUNICATIONS COMPANY K.S.C.P. (CONTINUED)

Report on Other Legal and Regulatory Requirements

Furthermore, in our opinion proper books of account have been kept by the Company and the financial statements, 
together with the contents of the report of the Company’s Board of Directors relating to these financial statements, are 
in accordance therewith. We further report that we obtained all the information and explanations that we required for 
the purpose of our audit and that the financial statements incorporate all information that is required by the Companies 
Law No. 1 of 2016 and its Executive Regulations, and by the company’s Memorandum of Incorporation and Articles of 
Association, that an inventory was duly carried out and that, to the best of our knowledge and belief, no violations of 
the Companies Law No. 1 of 2016 and its Executive Regulations, or of the company’s Memorandum of Incorporation and 
Articles of Association have occurred during the year ended 31 December 2016 that might have had a material effect on 
the business of the Company or on its financial position.

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

Bader Al-Wazzan
License No. 62A
Deloitte & Touche
Al-Wazzan & Co.

Kuwait: 26 January 2017
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Kuwait Telecommunications Company K.S.C.P.
State of Kuwait

Statement of financial position
as at 31 December 2016

2016 2015
Note KD’000 KD’000

Assets
Property and equipment 4 137,668 125,353 
Intangible assets 5  47,495  50,552

Non-current assets  185,163  175,905

Inventories 4,385 7,117 
Prepayments 4,980 5,355
Trade and other receivables 6 25,661 22,912 
Cash and cash equivalents 7  47,203  51,810

Current assets  82,229  87,194

Total assets 267,392 263,099 

Equity
Share capital 8 49,940 49,940 
Statutory reserve 8 8,712 4,522 
Voluntary reserve 8         8,711 4,521
Retained earnings  65,350  33,922

Total equity 132,713 92,905 

Liabilities
Employees’ end of service benefits 9 3,164 2,816 
Islamic financing facilities 10  11,632  31,369

Non-current liabilities  14,796  34,185

Islamic financing facilities 10 35,501 41,002 
Trade and other payables 11  84,382  95,007

Current liabilities  119,883  136,009

Total liabilities  134,679  170,194

Total equity and liabilities 267,392 263,099 

The notes on pages 32 to 54 are an integral part of these financial statements.

Dr. Mahmoud Ahmad Abdulrahman
Chairman



29

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

Statement of profit or loss and other comprehensive income
For the year ended  31 December 2016

The notes on pages 32 to 54 are an integral part of these financial statements.

Note 2016 2015
KD’000 KD’000

Revenue      279,059      276,888 

Operating expenses 12    (147,025) (145,786)
Depreciation and amortization 4&5 (88,424) (82,224)

Finance cost (1,591) (2,622)
Other expenses 13 (119) (1,046)

Profit before contribution to KFAS, NLST, Zakat and Board of 
Directors’ remuneration  41,900 45,210 

KFAS 14 (379) (407)

NLST 14 (1,115) (1,208)

Zakat 14 (446) (484)

Board of Directors’ remuneration (152) (152) 

Net profit for the year 39,808 42,959

Other comprehensive income - -
Total comprehensive income for the year 39,808 42,959

Basic and diluted earnings per share (fils) 15 80 86
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 The notes on pages 32 to 54 form an integral part of these financial statements.

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

Statement of changes in equity
For the year ended  31 December 2016

Share 
capital

Statutory 
reserve

Voluntary 
reserve

Retained 
earnings Total

KD’000 KD'000 KD'000 KD’000 KD'000

Balance at 1 January 2015 49,940 1 - 5 49,946

Net profit and total comprehensive 
income for the year - - - 42,959 42,959

Transfers to reserves (Note 8) - 4,521 4,521 (9,042) -

Balance at 31 December 2015 49,940 4,522 4,521 33,922 92,905

Balance at 1 January 2016 49,940 4,522 4,521 33,922 92,905

Net profit and total comprehensive 
income for the year - - - 39,808 39,808

Transfers to reserves (Note 8) - 4,190 4,190 (8,380) -

Balance at 31 December 2016 49,940 8,712 8,711 65,350 132,713
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Note 2016 2015
KD’000 KD’000

Cash flows from operating activities

Profit before contribution to KFAS, Zakat, NLST and Board of 
Directors’ remuneration

          41,900
               

45,210

Adjustments for:
Depreciation and amortization 4&5           88,424 82,224
Write offs of property and equipment                480                213 
Finance cost             1,591              2,622 
Provision for doubtful debts 6             8,965              7,092 
Provision for employees’ end of service benefits 9                885                 487 
Provision for slow moving inventories (36)         425 

        142,209          138,273
Changes in:
- other non-current assets                  88 89
- inventories             2,768 (1,771)
- prepayments and other assets                287 (50)
- trade and other receivables         (11,714) (8,836)
- trade and other payables (12,625) 19,224
Cash from operating activities 121,013 146,929

Payments towards employees’ end of service benefits 9              (537) (250)
Net cash from operating activities 120,476 146,679

Cash flows from investing activities
Acquisition of property and equipment 4         (37,755) (39,158)
Acquisition of intangible assets 5         (60,407) (69,815)
Increase in Islamic deposits with original maturity period exceed-
ing three months 7

            
6,070 (6,070)

Net cash used in investing activities (92,092) (115,043)

Cash flows from financing activities
Net movement in Islamic financing facilities         (25,238) (13,153)
Decrease in trade and other payables           - (2,323)
Finance costs (1,683) (2,680)
Net cash used in financing activities (26,921) (18,156)

Net increase in cash and cash equivalents             1,463 13,480
Cash and cash equivalents at 1 January 45,740 32,260
Cash and cash equivalents at 31 December 7 47,203 45,740

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

Statement of cash flows
For the year ended  31 December 2016
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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 Shari’a 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 the State of 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.

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 the Parent Company. In addition, the Parent Company owns 
51.8% equity interest of the Company.

The Company is domiciled in the State of Kuwait and its registered address is Olympia Building, P.O. Box. 181, PACI number 
889988, Salmiya 22002, State of Kuwait and with effect from 14 December 2014, its shares have been listed on the Kuwait 
Stock Exchange.

These financial statements were authorized for issue by the Board of Directors of the Company on 26 January 2017. The 
shareholders of the Company have the power to amend these financial statements at the Annual General Assembly meeting.

2. BASIS OF PREPARATION

a. Statement of compliance

The financial statements have been prepared in accordance with International Financial Reporting Standards (“IFRS”), relevant 
provisions of the Companies Law No. 1 of 2016 and its Executive Regulations and Ministerial Order No.18/1990.

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. 

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

3. SIGNIFICANT ACCOUNTING POLICIES

The accounting policies applied by the Company in these financial statements are consistent with those applied in its financial 
statements as at and for the year ended 31 December 2015, except for the adoption of the following new and amended IFRS 
that have become effective from 1 January 2016 and those that are applicable to the Company.

Amendments to IAS 1 Disclosure Initiative

The amendments to IAS 1 give some guidance on how to apply the concept of materiality in practice. 
Amendments to IAS 16 and IAS 38 (Amendments) – Clarification of Acceptable Methods of Depreciation and Amortisation

The amendments explicitly state that revenue-based methods of depreciation cannot be used for property, plant and 
equipment. This is because such methods reflect factors other than the consumption of economic benefits embodied in the 
asset. 

The amendments to IAS 38 introduce a rebuttable presumption that the use of revenue-based amortization methods for 
intangible assets is inappropriate. This presumption can be overcome only when revenue and the consumption of the economic 
benefits of the intangible asset are “highly correlated”, or when the intangible asset is expressed as a measure of revenue. 

Annual Improvements to IFRSs 2012-2014 Cycle

The Annual Improvements to IFRSs 2012-2014 Cycle include a number of amendments to various IFRSs, which are summarised 
below. 

The amendments to IFRS 7 provide additional guidance to clarify whether a servicing contract is continuing involvement in a 
transferred asset for the purpose of the disclosures required in relation to transferred assets.

The amendments to IAS 19 clarify that the rate used to discount post-employment benefit obligations should be determined 
by reference to market yields at the end of the reporting period on high quality corporate bonds. The assessment of the 
depth of a market for high qualify corporate bonds should be at the currency level (i.e. the same currency as the benefits are 
to be paid). For currencies for which there is no deep market in such high quality corporate bonds, the market yields at the 
end of the reporting period on government bonds denominated in that currency should be used instead.

The implementation of the above amendments had no significant financial impact on the financial statements of the Company.

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

i.Recognition and measurement

Property and equipment is measured at cost less accumulated depreciation and any accumulated impairment losses. 

Cost includes expenditure that is directly attributable to the acquisition of the asset. The cost of self-constructed assets 
includes the following:
• the cost of materials and direct labor; 
• any other costs directly attributable to bringing the assets to a working condition for their intended use; and
• when the Company has an obligation to remove the asset or restore the site,  an estimate of the costs of dismantling and 

removing the items and restoring the site on which they are located.

Purchased software, that is integral to the functionality of the related equipment, is capitalized as part of that equipment. 

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

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.
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. The estimated useful lives of 
significant items of property and equipment are as follows:

Network equipment and infrastructure 5 – 20 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. 

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.

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. The Company capitalizes the directly attributed subscriber acquisition costs 
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(represented by subsidies for the price of handsets) when all the following conditions are met:

• The capitalization cost can be measured reliably.
• There is a contract binding the customer for a specific period of time; and
• It is probable that the amount of capitalized cost will be recovered through revenue generated by the services contractually 

provided, or, when the customer withdrawn from the contract in advance, through the collection of penalty.

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 

Subscriber acquisition costs are amortized over the commitment period of the underlying customer contract between 12 
months to 24 months.

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.

Kuwait Telecommunications Company K.S.C.P.
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The Company derecognizes a financial asset when the contractual rights to the cash flows from the asset expires, or it 
transfers the rights to receive the contractual cash flows in a transaction in which substantially all the risks of ownership 
of the financial asset are transferred. Any interest in such transferred financial assets that is created or retained by the 
Company is recognized as a separate asset or liability.
ii. Non-derivative financial liabilities

All financial liabilities are recognized initially on the trade date, which is the date that the Company becomes a party to the 
contractual provisions of the instrument.

The Company derecognizes a financial liability when its contractual obligations are discharged, cancelled or expire.

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

Financial liabilities comprise of Islamic financing facilities and trade and other payables.

f. Cash and cash equivalents

Cash and cash equivalents comprise of cash balances and short-term deposits 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.
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ii. Non-financial assets

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

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

Impairment losses are recognized in statement of 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. The 
provision, which is unfunded, is determined as the liability that would arise as a result of involuntary termination of staff at 
the reporting date. 

j. Offsetting

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

k. Revenue recognition

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

Revenue from telecommunication services is recognized when services have been rendered and is net of discounts and 
rebates allowed. Prepaid revenue collected in advance is deferred and recognized based on actual usage or upon expiration of 
the usage period, whichever comes first. Upon termination of the customer contract, all deferred revenue for unused airtime 
is recognized in the statement of 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.
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l. Finance cost

Finance costs comprise of expense on Islamic financing facilities. The expense is recognized on effective yield method in the 
statement of profit or loss and comprehensive income.

m. Customer loyalty program

Credit awards resulting from sale proceeds is deferred until the customer redeems or the obligation in respect of the credit 
award is fulfilled.

Deferred revenue is released to statement of 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. 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.

q. New standards and interpretations not yet adopted

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

IFRS 9- Financial Instruments: Classification and Measurement

The IASB issued IFRS 9 - Financial Instruments in its final form in July 2014 and is effective for annual periods beginning on 
or after 1 January 2018 with a permission to early adopt. IFRS 9 sets out the requirements for recognizing and measuring 
financial assets, financial liabilities and some contracts to buy or sell non- financial assets. This standard replaces IAS 39 
Financial Instruments: Recognition and Measurement. The adoption of this standard will have an effect on the classification 
and measurement of Company’s financial assets but is not expected to have any impact on the classification and measurement 
of financial liabilities. The Company is in the process of quantifying the impact of this standard on the Company’s financial 
statements, when adopted.

IFRS 15 – Revenue from Contracts with Customers

IFRS 15 specifies how and when an entity will recognize revenue as well as requiring such entities to provide users of 
financial statements with more informative, relevant disclosures. The standard provides a single, principles based five-
step model to be applied to all contracts with customers. IFRS 15 will supersede the current revenue recognition guidance 
including IAS 18 Revenue, IAS 11 Construction Contracts and the related interpretations when it becomes effective The core 
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principle of IFRS 15 is that an entity should recognize revenue to depict the transfer of promised goods or services to 
customers in an amount that reflects the consideration to which the entity expects to be entitled in exchange for those goods 
or services. Under IFRS 15, an entity recognises when (or as) a performance obligation is satisfied, i.e. when ‘control’ of the 
goods or services underlying the particular performance obligation is transferred to the customer.The standard was issued 
in May 2014 and applies to annual financial statements beginning on or after 1 January 2018. 

The Company is in the process of quantifying the impact of this standard on the Company’s financial statements, when 
adopted.

IFRS 16- Leases 

IFRS 16 introduces a single, on balance lease sheet accounting model for lessees. A lessee recognizes a right-of-use asset 
representing its right to use the underlying asset and a lease liability representing its obligation to make lease payments. 
There are optional exemptions for short-term leases and leases of low value items. Lessor accounting remains similar to the 
current standard – i.e. lessors continue to classify leases as finance or operating leases.

IFRS 16 replaces existing leases guidance including IAS 17 Leases, IFRIC 4 Determining whether an Arrangement contains a 
Lease, SIC-15 Operating Leases—Incentives and SIC-27 Evaluating the Substance of Transactions Involving the Legal Form of 
a Lease. The standard is effective for annual periods beginning on or after 1 January 2019. Early adoption is permitted for 
entities that apply IFRS 15 Revenue from Contracts with Customers at or before the date of initial application of IFRS 16. The 
management is currently assessing the impact that this standard will have on the financial position and performance of the 
Company.

The application of IFRS 15, IFRS 9 and IFRS 16 may have significant impact on amounts reported and disclosures made in the 
Company’s financial statements. However, currently it is not practicable to provide a reasonable estimate of effects of the 
application of these standards until the Company performs a detailed review.

Disclosure initiatives (Amendments to IAS 7) 

The amendments require disclosures that enable users of financial statements to evaluate changes in liabilities arising from 
financing activities, including both changes arising from cash flow and non-cash changes. The amendments are effective for 
annual periods beginning on or after 1 January 2017, with early adoption permitted. The Management of the Company do not 
anticipate that the application of this amendment will have a material effect on the Company’s financial statements.
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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 2016 205,734 22,120 4,200 15,387 247,441
Additions - - 155 37,600 37,755 
Transfers 36,529 3,889 - (40,418) -
Write offs  (1,097) - - (1,097)
At 31 December 2016 241,166 26,009 4,355 12,569 284,099

Depreciation

At 1 January 2016 (102,724) (15,572) (3,792) - (122,088)
Charge for the year (21,900) (2,937) (123) - (24,960)
Write offs 617 - - - 617
At 31 December 2016 (124,007) (18,509) (3,915) - (146,431)

Carrying amount

At 31 December 2016 117,159 7,500 440 12,569 137,668

4. PROPERTY AND EQUIPMENT

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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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.

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 2015 166,043 19,026 4,084 19,903 209,056
Additions - - 116 39,042 39,158
Transfers 40,464 3,094 - (43,558) -
Write offs (773) - - - (773)
At 31 December 2015 205,734 22,120 4,200 15,387 247,441

Depreciation
At 1 January 2015 (79,386) (13,031) (3,561) - (95,978)
Charge for the year (23,898) (2,541) (231) - (26,670)
Write offs 560 - - - 560
At 31 December 2015 (102,724) (15,572) (3,792) - (122,088)

Carrying amount
At 31 December 2015 103,010 6,548 408 15,387 125,353
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2016 2015
KD’000 KD’000

Cost
At 1 January         170,725 100,910
Additions         60,407 69,815
At 31 December       231,132 170,725

Amortization 
At 1 January    (120,173) (64,619)
Charge for the year       (63,464) (55,554)
At 31 December     (183,637) (120,173)

Carrying amount
At 31 December 47,495 50,552

5. INTANGIBLE ASSETS

Intangible assets comprise significantly of subscriber acquisition costs.
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6. TRADE AND OTHER RECEIVABLES

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

Ageing of gross trade receivables are as follows:

2016 2015
KD’000 KD’000

 Gross trade receivables          44,665 39,585
Provision for doubtful debts       (19,761) (17,482)

         24,904 22,103
 Other receivables 757 809

25,661 22,912

2016 2015
KD’000 KD’000

At 1 January         17,482 14,841
Charge for the year           8,965 7,092
Write offs (6,686)  (4,451)
At 31 December 19,761 17,482

2016 2015
KD’000 KD’000

Less than 30 days 21,957 14,621
30-60 days 2,002 1,903
60-90 days 1,398 1,455
90-150 days 2,451 2,212
Above 150 days 16,857 19,394

44,665 39,585
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7. CASH AND CASH EQUIVALENTS

8. EQUITY

2016 2015
KD’000 KD’000

Cash at banks 3,247 10,026
Cash in hand 5 4
Islamic deposits 43,951 41,780

47,203 51,810
Less: Islamic deposits with original maturity period exceeding three months - (6,070)
Cash and cash equivalents in statement of cash flows      47,203 45,740

Islamic deposits are placed with local Islamic financial institutions carry an effective profit rate of 0.9% (2015: 0.8%) per annum.

8.1 Share capital

The Company’s authorized, issued and fully paid up share capital is KD 49,940 thousand (2015: KD 49,940 
thousand) comprising of 499,400,000 (2015: 499,400,000) shares of 100 fils each and is fully paid in cash.

8.2 Statutory reserve

In accordance with the Companies Law No. 1 of 2016, and its Executive Regulations, and the Company’s Articles of 
Association, 10% of the profit for the year is transferred to 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. During the year, the Company has transferred 10% of the net profit for the year to statutory reserve.
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9. EMPLOYEES’ END OF SERVICE BENEFITS

8.3 Voluntary reserve

In accordance with the Company’s Articles of Association, a percentage of profit for the year, as recommended 
by the Board of Directors and approved by the shareholders, shall be deducted and transferred to a voluntary 
reserve. Such transfers may 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. During the year, the Company has transferred 10% of the net profit for the year to voluntary reserve.

8.4 Proposed dividend

The Board of Directors have proposed a cash dividend of 10 fils per share amounting to KD 4,994 thousand for 
the year ended 31 December 2016 (2015: nil), which is subject to approval of the shareholders at the forthcoming 
Annual General Assembly meeting.

2016 2015

KD’000 KD’000

At 1 January          2,816 2,579
Charge for the year             885 487
Payments made during the year           (537) (250)
At 31 December 3,164 2,816
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10. ISLAMIC FINANCING FACILITIES

In 2011, the Company obtained facilities amounting to KD 51,000 thousand through Islamic financing arrangements 
and against these facilities, the Company has draw down revolving loan facilities amounting to KD 14,995 thousand 
(2015: KD 19,996 thousand) which is outstanding at the date of statement of financial position.

In 2013, the Company signed Islamic financing arrangement amounting to KD 76,000 thousand (approximately 
USD 250,000 thousand) repayable over 3 years starting from September 2015 in equal quarterly installments. 
As at 31 December 2016, KD 32,785 thousand (approximately USD 107,125 thousand) (2015: KD 54,430 thousand, 
approximately USD 179,341 thousand) is outstanding against 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 currency 
translation differences.

11. TRADE AND OTHER PAYABLES

2016 2015
KD’000 KD’000

Trade and other payables 14,328 20,902
Accruals and provisions 61,207 70,667
Due to related party (note 16)            8,847 3,438

84,382 95,007

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

Included within accruals and provisions are capital expenditure accruals amounting to KD 23,034 thousand (2015: 
KD 24,665 thousand) representing capital expenditure which have been incurred by the Company, but not yet 
invoiced by the suppliers.

12. OPERATING EXPENSES
2016 2015

KD’000 KD’000

Access charges 46,666 42,598
Sales and marketing expenses 18,139 20,909
Staff costs 18,030 17,478
Repairs and maintenance 20,502 18,390
Rent and utilities 9,716 9,078
Inventories consumption 2,613 7,784
Roaming and interconnect 11,118 9,470
Consultancy fees 1,493 1,194
Provisions 8,929 7,517
Other operating expenses 9,819 11,368

147,025 145,786
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13. OTHER EXPENSES

Other expenses represent foreign currency exchange losses of KD 119 thousand (2015: KD 1,046 thousand).

14. TAXES 

Kuwait Foundation for Advancement of Sciences (“KFAS”)
Contribution towards KFAS is computed at 1% of taxable profit of the Company before deducting NLST, Zakat 
and 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 and transfer to statutory 
reserve should be excluded from the profit for the year when determining the contribution. 

Zakat
Contribution towards Zakat is computed at 1% of the net profit in accordance with the requirements of Law No. 46 
of 2006 and charged to the statement of profit or loss and comprehensive income.

NLST
Contribution towards NLST is computed at 2.5% of the net profit for the period in accordance with the requirements 
of Law No. 19 of 2000 and charged to the statement of profit or loss and comprehensive income.

15. BASIC AND DILUTED EARNINGS PER SHARE
2016                2015

Net profit for the year (KD’000)          39,808             42,959
Weighted average number of shares 499,400,000 499,400,000
Earnings per share (fils) 80 86

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.

16. 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.

In addition to the above, the Company also has entered in to certain other transactions in the normal course of 
business with Parent Company and are included in operating expenses. The balance due to Parent Company as at 
the reporting date is disclosed in note 11. 

Significant transactions with the Parent Company included in the statement of profit or loss and comprehensive 
income are as follows: 

2016 2015
KD’000 KD’000

Management fees          9,764 9,691
Other operating expenses 437 203
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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:

2016 2015
KD’000 KD’000

Key management compensation
Salaries, allowances and other benefits    1,768 1,616
End of service benefits 146 152

1,914 1,768

Board of Directors’ remuneration is subject to approval of shareholders in the Annual General Assembly.

17. COMMITMENTS AND CONTINGENT LIABILITIES

2016 2015
KD’000 KD’000

Commitments
Capital commitments 16,981           13,546

Contingent liabilities
Letters of guarantee 6,217 5,696

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:

2016 2015
KD’000 KD’000

Less than one year              4,327 4,160
Between one and five years 40 63

4,367 4,223
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18. 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.

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 Risk 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. 

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:

2016 2015
KD’000 KD’000

Trade and other receivables 25,661 22,912
Cash at banks 3,247 10,026
Islamic deposits 43,951 41,780

72,859 74,718

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 
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which customers operate, has less of an influence on credit risk.

The Company has established a credit policy under which each new customer is analyzed for creditworthiness 
before Company’s standard terms and conditions are offered. Credit exposure is controlled by counterparty 
limits that are reviewed and approved by the management annually. The Company does not have an internal credit 
rating of counter parties and considers all counter parties with which the Company deals to be of the same credit 
quality.

The Company does not have any significant credit risk exposure to any single counterparty or any group of 
counterparties having similar characteristics. The Company does not require collateral in respect of trade and 
other receivables. 

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

The Company’s normal credit cycle comprises of 30 days. All amounts due by more than 30 days are classified 
as “billed and due”.

2016
Gross

Provision for 
doubtful debts

KD’000 KD’000

Billed not due 21,957 -
Billed and due 23,465 19,761

45,422 19,761

2015
Gross

Provision for 
doubtful debts

KD’000 KD’000

Billed not due 14,621 -
Billed and due 25,773 17,482

40,394 17,482

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.
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18. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (CONTINUED)

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 following are the contractual maturities of financial liabilities.

31 December 2016

Non-derivative financial liabilities Contractual undiscounted cash flows

Carrying 
amount

1 year or 
less 1-2 years

More 
than 

2 years
Total

KD’000 KD’000 KD’000 KD’000 KD’000

Islamic financing facilities 47,133 38,147 11,730 - 49,877
Trade and other payables* 69,247 69,247 - - 69,247

116,380 107,394 11,730 - 119,124

Commitments

Acquisition of property and equipment 16,981 16,981 - - 16,981
Operating lease commitments 4,367 4,327 40 - 4,367

21,348  21,308 40 21,348

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

31 December 2015

Non-derivative financial liabilities Contractual undiscounted cash flows
Carrying 

amount
1 year or 

less
1-2 

years
More than 

2 years
Total

KD’000 KD’000 KD’000 KD’000 KD’000

Islamic financing facilities 72,371 41,811 21,116 10,628 73,555
Trade and other payables* 77,776 77,776 - - 77,776

150,147 119,587 21,116 10,628 151,331

Commitments

Acquisition of property and equipment 13,546 13,546 - - 13,546
Operating lease commitments 4,223 4,160 63 - 4,223

17,769 17,706 63 - 17,769
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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 trade and other payables, Islamic financing facilities and Islamic 
deposits 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 in US Dollars (“US$”) with its Parent Company, 
banks and other suppliers. 

The Company’s currency risk is managed by monitoring significant foreign currency exposures on a regular basis.

Exposure to currency risk 

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

2016 2015
KD’000 KD’000

US Dollars (short) 11,925 25,439

The following significant exchange rates applied during the year:

2016 2015

Average rate

Reporting 
date

Spot rate Average rate
Reporting date

Spot rate

US$ 0.30477 0.30605 0.30127 0.30350

Sensitivity analysis

A strengthening (weakening) of the KD, as indicated below, against US$ 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. 
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The analysis is performed on the same basis for 2016.
Profit or loss
2016 2015

KD’000 KD’000

3% movement 358 763

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, term deposits and Islamic financing facilities. 

The Company’s Islamic deposits 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.

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 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.
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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, due to a related party and Islamic financing facilities.
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. 

19. CAPITAL RISK MANAGEMENT

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

The Company’s objectives for managing capital are:

· To safeguard the entity’s ability to continue as a going concern, so that it can continue to provide returns for 
shareholders and benefits for other stakeholders; and
· To provide an adequate return to shareholders by pricing products and services commensurate with the level 
of risk.

20. 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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