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REVIEW REFORT

Ta:  The shareholders
Etihad Etisalat Company (Joint Stock Company)
Riyadh, Saudi Arabia

We have reviewed the accompanying interim balance sheet of Etihad Etisalat Company — Saudi
Joint stock company (the “Company™) at 30 June 2007, and the related interim statements of
income for the 3 months and 6 months period then ended, interim statement of changes in
shareholders’ equity and cash flows for the six months period then ended, together with notes from
{1) through (20) which form an integral part of these interim financial statements. These interim
condensed finaneial statements are the responsibility of the Company's management and wers
presented to us with all the information and explanations which we requested.

We conducted our review in accordance with the standard established by the Saudi Organisation for
Certified Public Accountants (SOCPA) on review engagements. A review consists principally of
applying analytical procedures to financial data and making inquiries from persons responsible for
financial and accounting matters. It is substantially less in scope than an audit conducted in
accordance with generally accepted auditing standards, the objective of which is the expression of an
opinion regarding the financial statements taken as a whole. Accordingly, we do not express such an
opinion.

Based on our review, we are not aware of any material modifications that should be mads to the
accompanying interim condensed financial statements of Etihad Etisalat Company for them to be in
conformity with the generally accepted accounting standards appropriate to the circumstances of the

Company.

Abdullsh H. Al Fozan
License No. 348

16 JuL 2007




Etihad Etisalat Company

{Jpint Stock Company)
Interim Balaner Sheet
As of June 30, 2007
(Saudi Rivals' 0{0])
Notes  30VG2007 30i6/30046
Unaudited Unaudited
Assets
Current assets
Cash and cash equivalents (3 591 666 330 564
Accounts recevable (net) () 481 452 726 350
Inveniories 26 380 265 314
Other current asssts (5 389 622 585 13
Total current assets 1983 130 1670 241
Non current assets
Property and equipment (net) {8) 4191 054 2 631 568
License acquisition fees (net) (7} 11 643 427 12 056 853
Total non current assets 13 T34 461 14 T8 461
Total assets 17 723 §11 16 408 T02
Liabilities & shareholders' equity
Current Liabilities
Short-term loans 8] - 7603 843
Current mamrity of bong term loan (8) 603 &0 -
Creditors (@ 1140 053 1178 467
Dz o related parties {10) 168 417 251 740
Other current lisbilites (11) 309 120 229 788
Actcrued expenses (12) 1 903 G4 1 585 737
Total eurrent liabilities 4 205 098 10 B17 555
Non current Linbilities
Provision for employses' end of seevies benefits 18 942 4912
Founding shareholders' loan (&) . 1 600 000
[.ong term loan (&) B 412137 -
Total non current labilities B 431079 1 604 842
Total liabilities 12 1 12 422 487
ders”

Paid up capital (1 & 000 000 5000 000
Retained camings / {accumulated losses) BT 434 {1013 788)
Total sharcholders equity 5 0BT 434 3886 235
Total liabilities & sharcholders' equity 17 723 611 16 408 T0Z

Managing Director and Chief Executive Officer:

e

Khaled Omar Al

The aceompanying notes (1) through (20) form an integral part of these interim financial staiements.
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Ethad Etisalat Company
{Joint Stock Company)
Interim Cash Flow Statement
For the period from Janueary 1, 2007 to June 30, 2007
Sandi Ri :

Motes From 1/1/2007 From 1/1/2006
To 30/6/2007 To 30/6/20
Unaudited Unaudited
h flows from ing acti

Met income for the period E54 455 153 614
Adfustments to reconcile nel income to net cashk from operating
activities:
Amortization of license acquisition fee ] 256 733 255 733
Drepreciation {6) 228 218 15T 579
Provision for employees' end of service bencfits 8484 2812
Provision for doubtful eccounts 84 571 40 867
Borrowing cost 260 470 195 334
Operating income befor changes m working capital 1 390 831 06 448
Changes in working capital
Accounts receivable 173 185 {802 305)
Inventories 11 888 5 TE1
Other current azsets [ 172 934) 197 752
Creditors [ 442 415) 510 300
Due to related parties [ 20 918) 15108
Other current labilities (11 174) 11 718
Accrued expenses 218 526 (67T 776}
Cash generated from operations 1144 879 167 014
Payment of employees’ end of service benefits (638) 10
Payment of borrowing cost { 5B BES) (193 273)
Net cash generated from / (used in) operating activities 4B5 376 {26 318)
Cash flows from investing activities
Purchase of property and equipment { 505 633) (81 9400
Net cash used in investing activities {505 633) { 81 940)
Cash flows from financing activities
Payment of short-term loan 8 (7 523 100) (G 855 443)
Payment of founding shareholders” loans {8) {1 600 000) -
Proceeds from syndicate bank loan {8 @ 187 500 -
Proceeds from short-term loan {8) = 7123 100
Net cash provided by financing activities 64 400 253 651
Net increase in cash and cash equivalents 44 143 145 392
Cash and cash equivalents at the beginning of the period 54T 523 185 172
Cash and cash equivalents at the end of the period {3 591 G566 330 564

The accompanying notes (1) through (207 form an integral part of these interim financial statemenits,
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1.

a)

b)

€)

Etihad Etisalat Company

Joint Stock Comy
Motes to the Interim Financial Statements

Far the period from January 1, 2007 to June 30, 2007

ORGANIZATION AND ACTIVITIES

Etihad Etisalat Company (“the Company™), a Saudi Joint Stock Company formed pursuant
to the Council of Ministers resolution number 189 dated 23/6/1425H (corresponding to 10
August 2004G) and Royal Decree number M/40 dated 2/7/1425H (corresponding to 18
August 2004G) under commercial registration number 1010203896 dated 14 December
2004. The Company is considered the second authorized provider of mobile
telecommunication services in the Kingdom of Saudi Arabia.

The main activity of the Company is to establish and operate public wircless
telecommunications network in the Kingdom of Saudi Arabia . The Company has started its
commercial operations in 25 May 2005.

The company issued 100 million shares at par value SR 50. Per Capital Market Authority
resolution # 2006-154-4 on 27 March 2006 a share split was implemented on April, 8% 2006
where by the share was split into five shares at par value SR 10 each and accordingly the
company issued shares are currently 500 million shares. The Emirates Telecommunications
Corporation - Etisalat, UAE holds 35% of the shares and 6 Saudi shareholders hold 45% of
the shares. The remaining 20% of the share capital is held by the public.

SIGNIFICANT ACCOUNTING POLICIES

These financial statements are prepared in accordance with standards issued by Saudi
Organization for Certified Public Accountants (SOCPA). The significant accounting
policies adopted are as follows:

Interim Reporting

The company prepares its interim financial reports in accordance with standards issued by
the Saudi Organization for Certified Public accountants. Each interim period is an integral
part of the financial year. Revenues, expenses and provisions of a period are recorded and
presented in the financial statement of that period. Results for the interim period may not
give an accurate indicator of the annual operating results

Accounting convention
The financial statements, expressed in Saudi Riyals, are prepared under the historical cost
convention using the accrual basis of accounting and the going concern concept.

Cash and cash equivalents

For the purpose of reporting cash flows, cash and cash equivalents represent cash in hand
and balance with banks including time deposits having maturity of three months or less
from acquisition date.

Accounts receivable, net
Accounts receivable are stated at estimated net realizable value after allowances have boen
made for doubtful amounts.

Allowance for doubtful accounts is calculated based on aging of account receivables and
the company previous experience in collecting receivables.



e)

k)

Etihad Etisalat Company
{Joint Stock Company}
Notes to the Interim Financial Statements
For the period from January 1, 2007 to June 30, 2007

Inventories
Inventories are valued at the lower of cost or net realizable value. Net realizable value is
the estimated selling price in the ordinary course of business less selling expenses. Cost is

determined by using the weighted average method.

Provisions

A provision is recognised in the financial statements when the Company has a present
obligation (Jegal or comstructive) as a result of a past event and it is probable that an
outflow of economic benefits will be required to seftle the obligation and a reasonable
estimate can be made of the amount of the obligation.

Property and equipment
Property and equipment, except land are stated at cost less accumulated depreciation.

Land and capital work in progress are stated at cost. Routine repair and maintenance costs
are expensed as incurred.

Depreciation on property and equipment is charged to income using straight line method
so as to write off the historical cost of the assets over their estimated useful lives at the
rates given below for each class of assets.

Rates
Building 5%
Telecommunication equipment 5=10%
Leaschold improvements 10 %
Computer, office equipment and furmiture 20 %
Wehicles 20 %

Major renewals and improvements are capitalized if they increase useful life or efficiency
of property and equipment. Minor repairs and renewals are expensed when incurred. The
gain or loss on disposal or retirement of an asset represented by the difference between the
sale proceeds and the carrying amount of the asset is recognized in the income statement.

Impairment

The carrying amounts of the Company’s assets are reviewed at each balance sheet date
whenever there is an indication of impairment. If any such indication exists, the asset's
recoverable amount is estimated. An impairment loss is recognised whenever the carrying
amount of the asset exceeds its recoversble amount. Impairment losses, if any, are
recognised in the income statement.



i}

i)}

k)

mn)

o)

Etihad Etisalat Company
(Joint Stock Company’)
Notes to the Interim Financial Statements

For the period from January 1, 2007 to June 30, 2007

License acquisition fees

License acquisition fees are amortised over 25 years which is the regulatory life of the
license. Amortization is charged to income statement from the date of granting the license,
The capitalized license acquisition fee is reviewed on each reporting date to determine any
impairment in the recorded value.

Creditors

Liahilities to trade suppliers and contractors are recognised for amounts to be paid in the
future for equipment and goods or servicss received.

Provision for employees’ end of service benefits

The provision for Employees” end of service benefits are calenlated and accrued in
accordance with the Saudi Labor and Workmen's Law, as well as company personnel
policies.

Zakat

Zakat is calculated in accordance with the Department of Zakat and Income Tax (*DZIT™)
regulations, and are accrued for and charged to income statement.

Foreign currency transactions

Transactions denominated in foreign currencies are translated to Saudi Arsbian Riyals at
the rates of exchange prevailing at the dates of the respective transactions. At balance
sheet date, monetary assets and labilities denominated in foreign currencies are translated
to Saudi Rivals at exchange rates prevailing on that date. Gains and losses resulting from
changes in exchange rates are recognized in Statement of Income.

Expenses

Selling and marketing expenses are those, which specifically relate to selling and
marketing of the Company’s products, and include costs relating mainly to commission
and advertising. All other expenses other than cost of providing services are classified as
general and administrative expenses.

The Company changed its commission arrangements with its distributors this year whereby
some types of commissions are deducted directly on the exchange of goods.

Government Charges

Government charges represent fees and charges as stipulated in the license agreements and
paid against the right of use of telecommunication services in the Kingdom including
frequency fees. These fees are recognized in the related periods during which they are
used.



P)

r)

s)

Etihad Etisalat Company
{Joint Stock Company)
Notes to the Interim Financial Statements
For the period from January 1. 2007 to June 30, 2007

Financial instruments

Financial assets and liabilities are recognized when the Company becomes a party to the
contractual provisions of the instrument. The carrying value of all financial assets and
lishilitics reflected in the financial statements approximate their fair value. Fair value is
determined on the basis of objective evidence at balance sheet date.

Interconnection Cost

[nterconnection costs represent national and international interconnection charges paid to
local and foreign operators. Interconnection cost is recognized in the period when relevant
calls are made.

Revenue Recognition

Revenue in respect of telecommunications services is accounted for in the year when the
services are rendered and is stated net of trade discount and rebates for the period.
Revenues from sale of handsets equipment and accessories arc recognized when the
handsets equipment and accessories are delivered to customer.

Operating leases

Payments made under operating lease are recognised in the income statement om
a straight-line basis over the terms of the lease. Lease incentives received are recognised
in the income statement as deduction from the total lease expense.

3. CASH AND CASH EQUIVALENTS

Saudi Rivals 000 6/ 2007 30/6/2006
Cash in hand 792 608
Cash at banks 500 874 329 956

91666 330564

4. ACCOUNTS RECEIVABLE, NET

(Saudi Rivals 00{)) 30762007 30/6/2006
Subscribers 391 093 187 905

* Allowance for doubtful accounts (162 264) (00 B67)
228829 97 038

Other telecom operators 114 933 533 467
Distributors 137 700 97 845
481 462 728 350

* Movement in the allowance for doubtful account for the period are as follows:

(Sandi Rivals*000) 30/6/2007 30/6/2006
Balance as at 1% Jenuary 77 693 50 000
Additions during the period B4 571 40 867

162 264 90 867



Etihad Etisalat Company

{Joint Stock Company)
MNotes to the Interim Financial Statements

For the period from January 1, 2007 to June 30, 2007

5. OTHER CURRENT ETS

(Saudi Rivals*0007) 30/6/2007 30/8/200

Prepaid expenses 177 934 162 211
Suppliers advances 153 378 70 849
Acerued revenue s0°7 832 333276
Staff advances 2054 2310
Others 48 424 16 367

889 622 585 013
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Etihad Etisalat Company

{Joint Stock Company)
Notes to the Interim Finaneial Statements

For the period from January 1, 2007 to June 30, 2007

7. LICENSE ACQUISITION FEES (NET)
Mobﬂ? ; 3G license Other Total
e s fees licenses license fees
(Saudi Rivals“000) service license fees
Cost as atl/1/2007 12 210 000 753 750 15 489 12 979 239
Additions for the period T — — e
Cost az at 30/6/2007 12 210 000 753 750 15 489 12 979 239
Less:
Accumulated amortization 1110 064 a7 724 1291 1179079
as at 1/1/2007
Amortization for the period 241 303 14 914 516 256 733
Accumulated amortization 1 351 367 82638 1807 1435812
as at 3006/2007
Balance as at 30/6/2007 10 8§58 633 671112 13 682 11 543 427
Balanee as at 30/6/2006 11 341 239 700 939 14 715 12 056 893
8. LOAN
On March 14, 2007, the Company signed long term Islamic financing agreements with a group
of local, regional and international banks for USE 2.875 billion (SAR 10.782 billion). The
structure of the Islamic Financing is based on selling the sirtime minutes to participating banks
and re-distributing the minutes to subscribers on behalf of banks.
e facilit pements si WErS:
(&) Airtime Financing Facility USS 2,450 billion (SAR 9.1873 billion]
(b) Working Capital Murabaha Facility US$ 200 million (SAR 750 million)
(c) Financial Support Murabaha Facility USS 225 million (SAR 843.75 million)
The Airtime Financing Facility was fully drawn on March 20, 2007 amounting to
SAR 9.1875 billion to repay the maturing obligations i.e., Short Term Bridge Loan Facility of
SAR 7.1 billien and founding shareholders’ loans.
The tenure of the loan is & years with semi-annual unequal installments, the first installment
due on December 31, 2007. The final installment will be a balloon payment of 33% of long
term loan on December 31, 2012, The murabaha profit is payable on quarterly basis.
Long term loan is presentad after deducting initial unamortised financing cost and by adding
accrued murabaha profit.
9. CREDITORS
{Saudi Rivals‘000) 30/6/2007 30/6/20
Trade payables 316 M6 704 199
Capital expenditure payables 824052 472 268

1 140 068 1176 467




Etihad Etisalat Company
({Joint Stock Company)
NMotes to the Interim Financial Statements

For the period from January 1, 2007 to June 30, 2007
10, RELATED PARTY TRANSACTIONS

The Company entered into a management agreement with the Emirates Telecommunication
Corporation (Etisalat) as its operator effective from 14 August 2004, The agresment requires
Eiisalat to provide services comprising of executive and scnior management seTvices,
implementation of the network roll-out programme, management of the capital invesiment
programme, provision of customer operations, crecution of saudization, establishment of nationsl
distribution channels, and Heensing of the intellectual property rights. The company pays an annual
management fee of SAR 37.5 million (USD 10 million) for services provided under the agreement.

The agreement is entered into on an amm’s length arangement for & period of seven years and can be
automatically renewed for successive periods of five years unless the company serves a 6 month
notice of termination or Etisalat serves a 12 month notice of termination prior to the expiry of the

applicable period.

Other related party transactions are as follows:
Transactions during

(Saudi Rivals*000) the period ended
Name Nature of transactions From 1/1/2007 From 1/1/2006
to 300642007 to 30/6/2006
Emirates Telecommunication -Management fees 18 750 18 750
Corporation -Reimbursable and other costs 37 563 37 745
_Telecom services 79 370 06030
Emirates Data Clearing House -Roaming services 816 7 583
The outstanding balances as at June 30, 2007 are as follows: -
MName 30062007 30/6/200
Emirates Telecommunication Corporation 154 527 250 607
Emirates Data Clearing House 3 890 1066
Receivable from Group of Rivadh Cable Limited Company - 67
158 417 251 740

The nature of the related party relationships is as follows:

- Emirates Telecommunication Corporation
Direct shareholder with 35 % equity in the Company.

- Emirates Data Clearing House
Affiliated Company of Etisalat Group, UAE.

- Group of Rivadh Cable Limited Companyv

Direct sharcholder with 6 % equity in the company.



11.

12.

Etihad Etisalat Company
(Joint Stock Company)

Notes to the Interim Financial Statements
For the period from January 1. 2007 to June 30, 2007

OTHER CURRENT LIABILITIES
(Saudi Rivals*000)

Defaerred revenue
Others

ACCRUED EXPENSES
(Saudi Riyals“000)

Telecommunication equipment suppliers
Other telecommunication operators
License fees

Govemnment revenue share

Leave salaries

Staff traiming accrual

Selling and marketing costs

Others

30/6/20 30/6/2006
297036 224 016
12 024 5752
309 120 229 768
3062007 IN6/2006
G688 768 903 394
613 395 230284
14 330 9 980
215359 99 894
23 336 10 465

7 209 4 407

142 092 T5 846
199 195 221 458

1 903 6384 1 555 737
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17.

18.

19.

20,

Etihad Etisalat Company
{Joint Stock Company)
Motes to the Interim Financial Statements
For the period from Janmary 1, 2007 to June 30, 2007

EARNING PER SHARE

Eaming per share is calculated by dividing the net income attributable to equity holders of
the company by the weighted average number of ordinary shares in issue during the
period.

EAKAT

Mo Zakat provision has been provided in the accompanying financial statements for the
period ended June 30, 2007 as the financial liabilities (if any) as of the date of these
financial statements is insignificant.

The Fakat declarations for the years ended 31 December 2005 and 31 December 2006 have been
submitted to the Department of Zakat and Income Tax (DZIT). However, the DZIT has not wet
raized the assezsment for these years.

CAPITAL COMMITMENTS

Capital commitments represent the fixed assets contracts entered into and not yet executed
at the balance sheet date which amounted to SR 3482 billion as at
Tune 30, 2007 (SR 2.925 billion as at June 30, 2006).

The Company entered in strategic parinership to build, deploy, and operate the latest fiber
optics network on tum key project under the name Saudi National Fiber Network with
12,600 kilometer length around the Kingdom. The project ownership is shared between
The Company and two other partners. The Company entered in the project with the aim of
supporting and complementing its mobile network services by enabling it to provide other
services of highly sophisticated technologies.

The total cost of the network is about one billion Sandi Riyals and the Company share is
one third of this amount. The project is being constructed and deployed in phases
composed of seven rings, rings one was ready for service on 23™ June 2007 while for ring
two 15 expected to be ready for service by the end of July 2007 and the other five rings
will be completed by December 2007. The estimated cost of the first two rings is
435 million Saudi Riyals of which the Company's share is 145 million Saudi Riyals,

COMPARATIVE FIGURES
Some of the comparative figures in the interim financial statements have been reclassified

to be comsistent with the classification of the interim financial statements
as at June 30, 2007.
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