KUWAIT TELECOMMUNICATIONS COMPANY (VIVA)
Interim condensed financial information (unaudited) and review
report for the nine month period ended 30 September 2014

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

KUWAIT TELECOMMUNICATIONS COMPANY K.S.C.

Contents

Page

Report on review of interim financial information

1-2

Interim condensed statement of financial position (unaudited)

3

Interim condensed statement of profit or loss and other comprehensive income (unaudited)

4

Interim condensed statement of changes in equity (unaudited)

5

Interim condensed statement of cash flows (unaudited)

6

Notes to the interim financial information (unaudited)

7 – 12

Content

INTERIM CONDENSED FINANCIAL INFORMATION (UNAUDITED) AND
REVIEW REPORT FOR THE NINE MONTH PERIOD ENDED 30 SEPTEMBER 2014

3

5

1
2
Auditor´s Report

Kuwait Telecommunications Company K.S.C.
State of Kuwait
Interim condensed statement of profit or loss and other comprehensive income (unaudited)
for the period from 1 January 2014 to 30 September 2014

Revenue
Operating expenses
Depreciation and
amortization
Finance costs
Other (expenses) / income
Profit before statutory
contributions and Board of
Directors’ remuneration
Zakat
Net profit and other
comprehensive income for
the period
Basic and diluted earnings
per share (fils)

10

Three months ended
30 September
2014
2013
KD’000
KD’000

Nine months ended
30 September
2014
2013
KD’000
KD’000

60,614

46,745

174,106

129,434

(30,814)

(29,630)

(94,603)

(86,058)

(17,771)
(474)
(1,127)

(11,894)
( 382 )
679

(47,202)
(1,613)
(1,079)

(26,878)
(936)
(629)

10,428

5,518

29,609

14,933

(112)

(69)

(323)

(173)

10,316

5,449

29,286

14,760

21

11

59

30

The accompanying notes on pages 7 to 12 form an integral part of this interim financial information.
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Kuwait Telecommunications Company K.S.C.
State of Kuwait

Interim condensed statement of changes in equity (unaudited)
for the period from 1 January 2014 to 30 September2014

Interim condensed statement of cash flows (unaudited)
for the period from 1 January 2014 to 30 September 2014

Share
capital
KD’000

Accumulated
losses
KD’000

Total
KD’000

Balance at 1 January 2013
Net profit and total comprehensive income for
the period
Balance at 30 September 2013

49,940

(64,610)

(14,670)

49,940

14,760
)058,94(

14,760
54

Balance at 1 January 2014
Net profit and total comprehensive income for
the period
Balance at 30 September 2014

49,940

(40,358)

9,582

49,940

29,286
(11,072)

29,286
38,868

The accompanying notes on pages 7 to 12 form an integral part of this interim financial information.

Note
Cash flows from operating activities
Net profit for the period
Adjustments for:
Depreciation and amortization
Finance cost
Provision for doubtful debts
Provision for end of service benefits
Provision for slow moving inventories
Changes in:
- other non-current assets
- inventories
- prepayments and other assets
- trade and other receivables
- due to a related party
- trade and other payables
Cash generated from operating activities
Payments towards employees’ end of service benefits
Net cash generated from operating activities
Cash flows from investing activities
Acquisition of property and equipment
Acquisition of intangible assets
Net cash used in investing activities

4
5

Cash flows from financing activities
Decrease in trade and other payables
Net proceeds from Islamic financing facilities
Finance costs
Net cash generated from financing activities
Net increase in cash and cash equivalents
Cash and cash equivalents at the beginning of the
period
Cash and cash equivalents at the end of the period

Nine months ended
30 September
2014
2013
KD’000
KD’000
29,286

14,760

47,202
1,613
2,328
422
215
81,066

26,878
936
946
651
363
44,534

22
(1,075)
(472)
(12,813)
(3,010)
(391)
63,327

(57 )
(3,162)
594
(2,988)
2,953
22,404
64,278

(121)
63,206

(101)
64,177

(16,772)
(38,173)
(54,945)

(29,396)
(36,088)
(65,484)

(9,504)
25,023
(1,685)
13,834

(20,406)
27,393
(932)
6,055

22,095

4,748

6,705
28,800

9,047
13,795

The accompanying notes on pages 7 to 12 form an integral part of this interim financial information.
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State of Kuwait
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Kuwait Telecommunications Company K.S.C.
State of Kuwait

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

Notes to the interim financial information (unaudited)
for the period from 1 January 2014 to 30 September 2014

Notes to the interim financial information (unaudited)
for the period from 1 January 2014 to 30 September 2014
The Company has incurred accumulated losses of KD 11,072 thousand as at 30 September
2014 (31 December 2013: KD 40,358 thousand and 30 September 2013: KD 49,850
thousand) and, as of that date, the Company's current liabilities exceeded its current assets
by KD 60,846 thousand (31 December 2013: KD 96,013 thousand and 30 September
2013: KD 97,318 thousand). The anticipated 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. Further, the Company
has been able to generate profits and positive cash flows from its operations during the
current period as anticipated at this stage of its operations. Accordingly, the financial
statements have been prepared on a going concern basis.

Reporting entity
Kuwait Telecommunications Company (“the Company”) is a Kuwaiti shareholding company
incorporated pursuant to Amiri decree No. 187 on 22 July 2008 to operate and manage the third
GSM mobile network in Kuwait as per Law No. 2 of 2007.
The Company is primarily engaged in providing cellular mobile telecommunication and data
services in Kuwait. The Company was registered in the commercial register on 9 November 2008
under registration number 329673 and commenced its commercial operations branded as VIVA
on 3 December 2008.
The Company carries out its operations in accordance with the principles of Islamic Shari’a.

At an Extraordinary General Assembly held on 25 June 2014, the shareholders approved
the Board of Directors recommendation for the Company to continue in operation without
raising additional capital.

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
between principal shareholders.

b)

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.

Preparing the interim condensed financial information 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.

On 28 August 2014, the Company received the approval from Capital Markets Authority to list
its shares on the Kuwait Stock Exchange. The Company is currently in the process of
completing the necessary formalities in this regard.

In preparing this interim condensed financial information, significant judgments made by
management in applying the Company’s accounting policies and the key sources of
estimation uncertainty were the same as those that applied to the audited financial
statements as at and for the year ended 31 December 2013.

At the Annual General Assembly meeting held on 8 June 2014, the shareholders approved the
audited financial statements of the Company as at and for the year ended 31 December 2013.
The interim condensed financial information was authorized for issue by the Board of Directors
of the Company on 30 October 2014.
2.

Basis of preparation
a)

Statement of compliance
The interim condensed financial information has been prepared in accordance with IAS 34
Interim Financial Reporting.
The interim condensed financial information does not contain all information and
disclosures required for full financial statements prepared in accordance with IFRS. In the
opinion of management, all adjustments consisting of normal recurring accruals considered
necessary for a fair presentation have been included. Operating results for the nine months
ended 30 September 2014 are not necessarily indicative of the results that may be expected
for the financial year ending 31 December 2014. For more details please refer to the
financial statements for the year ended 31 December 2013.

Judgments and estimates

3.

Financial Statements

1.

11

Significant accounting policies
The accounting policies used in the preparation of this interim financial information are
consistent with those used in the most recent annual audited financial statements for the year
ended 31 December 2013 except for the adoption of the following new and amended
International Financial Reporting Standards that have become effective from 1 January 2014 and
those that are applicable to the Company.
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 recognised 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. Though these
amendments have not resulted in any additional disclosures currently, the same would continue
to be considered for future disclosures.

7
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Kuwait Telecommunications Company K.S.C.
State of Kuwait

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

Notes to the interim financial information (unaudited)
for the period from 1 January 2014 to 30 September 2014

Notes to the interim financial information (unaudited)
for the period from 1 January 2014 to 30 September 2014
7.

IFRS 15 – Revenue from contracts with customers

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.

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. The standard was issued in May 2014 and applies to an annual financial statements
beginning on or after 1 January 2017. Management is currently assessing the impact that this
standard will have on the financial position and performance of the Company.
4.

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 interim condensed statement of financial
position.

Property and equipment
During the nine month period ended 30 September 2014, the Company acquired property and
equipment with a cost of KD 16,772 thousand (30 September 2013: KD 29,396 thousand) and
depreciation charge for the period is KD 15,819 thousand (30 September 2013: KD 15,780
thousand).

5.

Significant transactions with the Parent Company included in the interim condensed statement of
profit or loss and other comprehensive income are as follows.

Intangible assets
Intangible assets mainly include net subscriber acquisition costs incurred for acquiring the
customers. Subscriber acquisition costs are considered integral to the rendering of telecom
services and are amortized over the commitment period of the customer contract. During the nine
months period ended 30 September 2014, the Company incurred additional Subscriber acquisition
costs amounting to KD 38,173 and the amortization charge for the period is KD 31,383 thousand
(30 September 2013: KD 11,099 thousand).

6.

Related party balances and transactions

Transactions
Management fees
Other operating expenses
8.

In September 2013, the Company has signed Islamic financing arrangement amounting to KD
76,000 thousand (approximately USD 270,000 thousand) repayable over 3 years starting from
September 2015 in equal quarterly installments. As at 30 September 2014, KD 63,771 thousand
(approximately USD 221,389 thousand) has been withdrawn from this facility. The amount
disclosed on the face of the condensed statement of financial position is net of finance cost and
processing fees paid in advance.

2,121
137

1,634
132

Nine months ended
30 September
2013
2014
KD’000
KD’000
(unaudited)
(unaudited)
6,092
368

4,528
374

Trade and other payables

Islamic financing facilities
In 2011, the Company obtained facilities amounting to KD 51,000 thousand through Islamic
financing arrangements repayable over 1-5 years. As at 30 September 2014, KD 31,247 thousand
(31 December 2013: KD 30,000 thousand and 30 September 2013: KD 33,250 thousand) is
outstanding against these facilities.

Three months ended
30 September
2014
2013
KD’000
KD’000
(unaudited)
(unaudited)

Current
Trade payables
Accruals and provisions
Other payables

30 September
2014
KD’000
(unaudited)

31 December
2013
KD’000
(audited)

30 September
2013
KD’000
(unaudited)

13,594
55,045
14,961
83,600

19,362
59,995
11,966
91,323

29,610
50,620
11,432
91,662

83,600

2,244
93,567

4,032
95,694

Non-current
Trade payables

In 2011, the Company entered into a deferred payment agreement with a principal supplier
amounting to KD 42,015 thousand (approximately US$ 150,000 thousand) secured against a
bank guarantee with an aggregate amount of KD 4,202 thousand (approximately US$ 15,000
thousand). As at 30 September 2014, KD 4,106 thousand (31 December 2013: KD 13,600
thousand and 30 September 2013: KD 18,251thousand) is outstanding against this facility.

9
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Kuwait Telecommunications Company K.S.C.
State of Kuwait

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

Notes to the interim financial information (unaudited)
for the period from 1 January 2014 to 30 September 2014

Notes to the interim financial information (unaudited)
for the period from 1 January 2014 to 30 September 2014

9.

11.

Commitments
Capital commitments

30 September
2014
KD’000
(unaudited)

31 December
2013
KD’000
(audited)

30 September
2013
KD’000
(unaudited)

13,675

16,845

,68,29

10,440

10,189

,48,09

Contingent liabilities
Letters of guarantee

Letters of guarantee are those which are issued by banks on behalf of the Company.
Operating lease commitments as a lessee
The Company enters into non-cancellable operating lease agreements in the normal course of
business, which are principally in respect of property and equipment.
The future minimum operating lease commitments under these non-cancellable operating leases
are as follows:
30 September
2014
KD’000
(unaudited)

31 December
2013
KD’000
(audited)

30 September
2013
KD’000
(unaudited)

3,571
16
3,587

4,432
28
4,460

08999
26
089,0

Less than one year
Between one and five years
10.

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 condensed statements of financial position and profit or
loss and other comprehensive income.

12.

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, i.e. an exit price. The
fair value measurement assumes 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

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

Basic and diluted earnings per share
Three months ended
30 September
2014
2013
(unaudited)
(unaudited)
Net profit for the period
(KD’000)
Weighted average number
of shares (000)
Basic and diluted earnings
per share (fils)

Nine months ended
30 September
2013
2014
(unaudited)
(unaudited)

10,316

5,449

29,286

14,760

499,400

499,400

499,400

499,400

21

11

59

30

Basic and diluted earnings per share is calculated by dividing the net profit for the period by the
weighted average number of ordinary shares outstanding during the period.
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الشركة الكويتية لالتصاالت ()VIVA
المعلومات المالية المرحلية المكثفة (غير مدققة) وتقرير المراجعة
لفترة التسعة أشهر المنتهية في  30سبتمبر 2014

