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Review report on the interim condensed consolldated fimancial information

Introduostion

We have reviewed the accompanying interim condensed consolidated statement of financial position of Hits
Telecom Holding Co. - K.8.C (Holding) - (the parent company) and its subsidiaries (together referred the
group) as of June 30, 2010 and the related interim condensed consolidated statements of incomg,
comprehensive income, cash flows and changes it equity for the six months perlod then ended. Muanagement
of the parent company is respensible for the preparation and presentation of this inferim condensed
consolidated financial information in accardance with Internationa) Accounting Standard No (34) “Interim
Financial Reporting”. Our responsibility is to express a conclusion on this interim condensed consolidated
financial information based on our review,

Scope of review
We conducted our review in accordance with the International Standard on Review Engagements 2410
“Review of Interim Financial Information Performed by the Independent Audituss vl the entity™,

A review of interim condensed consolidated financial information consists of making inquires, primarily of
persons responsible for financial and moecuuuling matters, and applying analytical and other review
arocedures. A review is substantially less in scope than an audit conducted in accordance with International
Standards on Auditing and consequently does not ¢nable us to obtain assurance that we would become aware
of all significant matters that might be identified in an audit, Accordingly, we do not express an audit
apimon.

Conchusion

Based on our review, nothing has come fo our aftention that causes us to believe that the accompanying
erim condensed vunsulidated financial information iz not prepared, in all material respect in accordance
with International Accounting Standard No. (34} “Interim Finaneial Reporting™.

Repart ob review of other legal and regulatory mullers

Furthermere, based on our review, the interim condensed consolidated financial infarination are in
asreement with the books of the parent company. Also, to the best of our knowledge and belief, no violations
of the Commercial Companies’ Law of 1960, as amended, or of the Articles of Association ot the parent
company have accurred during the six months period ended June 30, 2010 that might have had a material
¢ffect on the busiuess of the parent company or on it3 consolidated financial position.

All A, AHasawi Adel Al- Sanea

License No. 30 (A) Auditors Registry No. 86 Categery (4A)
Radl Middle East Kuwaiti Accounting Auditing
Burgan-International Accountants A member of H.L.B International

August 08, 2010
State of Kuwait
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Hits Telecom Holding Co. | Draft For Discussion Only
K.S.C (Holding) i :
and its subsidiaries
Kuwait
Interim condensed consolidated statement of financial position as of June 30, 2010
(Unaudited)
"All amowunts are in Kuwaiti Dingr”
December
31, 2009
June (restated - June
Note 30,2010 audited) 30, 2009
Assets
Non-current assets
Property and equipment 22,835,019 23,123,061 19,119,741
Intangible asscts 4 86,509,373 85,875,772 87,052,212
Fipance and joint ventures 407,768 348,809 =
109,752,160 109,347,642 106,171,953
Current assets
Inventory 1,339,214 886,446 308,378
Agsets held for sale 3,568,730 3,516,293 3,521,563
Loan to an associate 364,125 358,775 359,312
Accounts receivable and other debil balances 5 6,168,701 5,845,054 8,052,166
Duc from related paitics 6 3,238,513 2,294,833 4,198,961
Advance payments for purchasing investments 5,946,778 5,946,778 5,946,778
Mudaraba invesiment 7 1,744,841 - -
Finance and joinl ventures 11,624,307 11,624,307 11,001,208
Cash and cash equivalents 8 1,664,799 1,918,987 2,057,112
35,660,008 32.391,475 35,445,478
Total assets 145,412,168 141,739,117 141,617,431
Equity and liabilities
Equity
Share capital 72,091,686 72,091,686 72,091,686
Share premium 34,149,954 34,149,954 34,149,054
Statutory reserve 462,499 462,499 462,499
General reserve 462,499 462,499 462,499
Other rescrves 147,896 136,120 -
Treasury shares 9 (6,837,338) (6,837,335) {6,733,359)
Foreizn currency translation reserve 1,760,691 1,539,071 2,333,918
Accumulated losses (2,082,265) (2,212,42¢) (1,855,525)
Equity attributable to the shareholders of parent company 100,155,625 99,792,068 100,911,672
Non-controlling interests (1,122,145) (185,296) 1,985,633
59,033,480 99,600,772 102,897,305
Non-current liabilifies
Provision for end of service indemnity 238,871 263,791 577,096
License obligativns 6,408,600 6,314,440 6,323,900
Term loans 632,456 731,149 896,103
7,279,927 7.309.380 7,797,099
Current liabilities
Accounts payable and other credit balances 10 22,475,536 22,550,524 25,874,281
Due to related parties 6 3,739,561 3,240,810 142,307
License obligations 3,204,300 3,157,220 3,161,950
Term loans 1,842,444 1,263,634 7,321
[slamic debrt imstruments 11 7,737,464 1,610,768 -
Banks overdraft 99,456 - 1,737,168
39,098,761 34,822,965 30,923,027
Total equity and Habilitics /[ 145,412,163 141,739.117 141,617,431
Khaled Y. Al Mutawa L
Vice chairman

The accompanying notes form an integral part of the interim condensed consolidated financial information.
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Exhibit- B

The three months eaded

The six manths ended

Note June 30 June 30
2010 3009 2010 2009

Revenues 18,111,423 34,765,744 38,455,568 65,172,818
(Cost of Sales 16,365,690y  (33,052,845)  (35,282,534) (62,031,130}
Gross profit 1,745,733 1,712,899 3,173,034 3,141,688
General and administrative BXDENnses (2,551,890} {2,251.036) €5,014,065) {3.503,801)
Depreciation of properly and equipment (186,629 (150,219) (378,811) (202,019)
Finance charges (181,084) (218,667) (380,377) (420,440)
Mudaraba investment income 609,317 - 1,473,770 -
Finance and joint venture income 21,923 291,990 101.887 507,760
Olher income 1,255 136,474 2,097 200,691
Loss for the period befors caleulation
Contribution to Kuwait Foundation for
the Adyaucement of Science, National
Lubor Supperf Tax and Zakat (541,375) (478,559 (1,022,965} {276,181)
Contribution to Kuwait Foundation for the
Advancement of Seiences (731) 431 {1,226 {1,390)
Mationa! Labar Support Tax {2,030) 1,198 (3,405) (3,801}
Zakat {832} 404 {1,389} {1,620
l.ass for the perigd (544,968) (476,526} {1,028,98%) {283,052}
Aftributable to:
Shareholders of the parent company 77,586 (45,894) 130,161 147,530
Non-controlling interests (622,.554) (430.632) (1,159,146) {430.632)

(544,968) (476,526) {1,028,985) (283.052)
Basic earning/(loss) per share/(Rils) 12 0.114 (0.067) 0.192 0213

The accompanying notes form an integral part of the interim condensed consolidated financial information.
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Interim condensed consolidated comprehensive income for the six months ended June 30,2010

{(Unaudited)
Al amounts are in Kuwalti Dinar”

The three months ended ‘The six months ended
June 3§ June 30

w10 2009 214 2009
Net loss for the period (544,968) (476,526)  (1,028,98%) (283,052)
QOther comprehensive income:
Foreign curreney translation (233,944) (680,007) 221,620 462,005
Totat ather (comprehensive loss)/ comprehensive
mncome for the period (233.944) {680,097 221,628 462 093
Total (camprehensive loss)/ comprehensive
incame for the period (778,912) {1,156,623) {807.365) 179,043
Atributable to;
shercholders of the parent company {156,358) (611,577} 381,781 600,675
Non-controlling interesis (622,584) (545,046)  (1,159,146) {430,632)

(778,912) (1,156,623) (807,365) 178,043

The accompanying notes farm an integral part of the interim condensed consolidated financial information.
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Exhibit . D

hiferim condensed consolidated statement of cash flows for the six months ended June 30,2010

(Unaudited)
“Att ameants are in Kawaiti Dinar®

Cash flows from operating activities
Net toss for the period

Adiustments:

Depreciation and amortization
Piovision for end of service indemaity
Finance and joint venture income
Mudaraba investment income

Finanee charges

changes in working capital items:

Inventory

Accounts receivable and other debit balances

Related partiss

Accounts payabie and other credit balances

Met cash (used in)/genciated from operating activities

Cash flows from investing activities
Property and eguipment

Intangible assets

Mudaraba hivestment

Finanee and joint venture

Net cash used in investing activities

Cash flows from financing activities

Other reser ves

Paid for purchase treasury shares

Proceeds from sale of treasury shares

Change in non-controlling interests

Term loans

Islamie debt instruments

Banks overdraft

Finance charges paid

Net cash generated from/(used in) financing activities

Foreign currency tranclation reserve

Net decrease in cash and cash equivalents

Cush and cash equivatents at the beginning of the period

Cush and cash equivalents at the end of the period

The Six months ended June 30

2010 2009
(1,028,985) (283,052)
378,811 202,019
(23,901) 331,496
(101,887) (507,700)
(1,473.770) .
380,877 420,440
{1,868,855) 163,203
(452,768) 34,770
(221,760) (1,367,450)
1,028,832 (5,071,634)
(74,988) 8,031,403
(1,589,539) [,790,292
(95,149) (6,608,682)
(446,839) (53,440)
(1,744,841 ) -
(83,717) 291,989
(2,340,546) (6,370,133
11,776 .
- (24,432)
- 2,009,120
222,297 (205,586)
582,603 87,569
2,774,973 (9,995,375)
99,456 310,715
(29,164)  (420,440)
3,661,951 (8,238,429)
13,946 (586,534)
(254,188) (13,404,804)

1,918,987 15,461,916
1,664,799 2,057,112

The accompanying notes form an integral part of the interim condensed consolidated financial information.
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Notes to the interim condensed consolidated financial information for the six months ended June

30,2010
(Unaudited)
“All amgienty arg in Kuwaiti Dirar wnless stated otherwise”

Ie Campany’s brief

Hits Telecom Halding Company - Kuwaifi Shareholding Compeny (Holding) - was incerporated ou
May 22, 1999 in accordance with the Comsmercial Companies' Law of 1960 article No, 15, and its
subseguent amendments.

The parent company’s main objectives are:

Owning shares in Kuwaiti and Non-Kuwaiti shareholding companies and owning shares or quotas in
Kuwaiti and Non-Kuwaiti limited liability companies or participating in establishing, managing and
sponsoring both kinds of companies to others relaled (0 communicatons segntent only,

Lending companies in which it holds shares and guaranteeing them to others, providing that the
holding company’s ownership percentage in the share capital of the borrowing company must he af
feast 20%,

Owning industrial property rights of patents or industrial trademarks, or industrial charges or any
other rights relating theretq, and leasing to other companies for utilization inside or outside the Stale
ol Kuwait related to communications segrient only.

Holding movables and real estates necessary 1o initiate its activity in accordance with the Law.
Utilizing the surplus funds by investing them in investment portfolios managed by specialized
companies and institutions.

i

¥

i

'

The parent company has the right to participate and subscribe in any way, in other firms or institutions
which operale in the same field or those which would assist in achieving its objectives in Kuwait or
abroad and to cetablish, perticipate or purchase these firtus ur institutions or join them.

The registered main office of the parent cornpany is: Al-Enizy Tower - Mubarak Al Kabir Street ~
Kuwait City.

The Board of Directors approved ihese interim condensed consolidated financial statcments for the six
months ended June 30, 2010 for issue on August 8, 2010,

2- Adoption of new and revised standards

During the period, the group has adopted the new standards, are effective the annual period beginning
on lanuary 1, 2010. The main changes on the Accounting Policies for the Group are related fo IFRS 3
{Revised) “Business combinations” and consequential gmendments to IAS 27 “Consolidated and
Separate Financial statements™ and IAS 28 “Investments in Associates” wherelyy acquisition related
costs are expensed in the consolidated statement of comprehensive income in perieds in which the
costs are incurred. Also changes in ownership intcrests in a subsidiary that do not result in a loss of
control are treated as transaction between equity holders and are accounted for within equity. Equity
mterests held prior to control being obtained are reinsasured 10 fair value at the date of obtaining
control, and any gain or loss is recognized in the consolidated statement of comprehensive income.
However, the adoption of these new and revised Standards has had no impact on the reporied resuits
or the consolidated financial position of the Group,
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Nates to the interim condensed consalidated financial information for the six months ended June

30,2010
{Unzudited)
Al amonnts are in Kuowait! Dinar antess staled otferwise”

3- signilicant Accounting Policies

3/1)  Significant accounting judgments, estimates and agsumptions
The preparation of the interim condensed consolidated financial information requires the management
to make judgments, estimates and assumptions that may have an effect on applying the accounting
policies and the disclosed amounts ot assets, liabilities, revenues and expenses, Actual results may be

different from these estimates.

In preparing the interim condensed consolidated financiatl information, management applied the same
significant fudpments, estimates and assumptions used in the Group accounting policies and the same
major ¢stimates for uncertainfy ilal were applied on the consolidated financial statements for the vear

ended December 31, 2009,

32y Basis of preparation
The interim condensed consolidated financial information has been prepared in accordance with the
Inwernational Accounting Standard No. 34 “Interim Financial Reporting”, The accounting policies used
in the preparation of the interim condensed consolidated financial information are consistent with
those used in the preparation of the cansalidated financial statemonts for the vear ended December 31,

2009

The interim condensed consulidated financlal information does not contain all information and
disclosures required for full consolidated financial statements prepared in accordance with
International Financial Reporting Standards. In additions results for the six manths periad ending June
30, 2010 are not necessarily indicative of the results that may be expected for the year ending
December 31, 2010. For further information, refer to the group’s audited condensed financial
statements for the vear ended December 31, 2009,

3/3)  Basis of consolidation
The interfm condensed consolidaeted financial infornation include the Anancial statements of the

parest company and its subsidiaries as following;

Shareholding %
Country of June December
incorpovation 30,2010 34,2609
Qanawat Telecom Company (W.L.L) Saudi Arabia %4100 %100
Fawran Telecom Company {W.L.L) Saudi Arabia %100 %100
Hits Telecom Spain Company (S.A.) Spain %68.68 %62.06
Hits Africa Ltd, Cayman Islands %02.82 %90.667

- The financial statements of all the subsidiaries were consolidated based on financial statements
prepared by management for the six months ended June 30, 2010. The total assets of these subsidiaries
reported in the interim condcased consolidaied sialement of financial positionn amounted to KD
74,198,124 while net loss reported in the imterim condensed consolidated statement of income

amounted to KD 1,416,809,
During the period the Group inercased its ownership percentage in Hits Africa Ltd and Hits Telecom

Spain Company (S.A) t6 92.82% and 68.68% respectively.
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Nates to the interim condensed consolidated financial informnation for the six months ended June
30,2010

{Unaudifed)

"4l amounts are in Kuwaiti Dinar nndess stated othenvise™

4.

Intangibie assets

Iutangible assels represent the smount paild by the Group's subsidiarles 1o acquire the GSM licenses
awarded by Government / regulator in the country of operations in Africa against an agreed license
fees, in addition to goodwill and other inlangible assets as follows:

Software Other
License and trade  intangible
fees Goodwill* mark assLts Total
Cost
Balance at January 1, 2010 16,491,616 67,867,645 1,695,323 176,211 86,230,795
Additions - 409,908 89 16,845 446,839
Foreign currency
transiation 226,185 203618 (726,934} 2.048 297,517
Balauce at June 30, 2016 16,717,801 68,573,168 1,468,478 215,704 86,975,151
Accumulated
amertization
Balance at Janvary 1, 2010 15,474 - 339,546 - 355,003
Charged for the vear 9,133 - 160,317 - 169,450
Foreign currency transiation (1,095) - {57,600) - (58,695)
Balaree at June 30, 2010 23,512 - 442,266 - 465,778
Net book value
At June 30, 2010 16,694,289 68,573,108 1,026,212 218,704 86,309,373
Al June 30, 2009 17,518,179 67,036,250 1,597 483 - 87,052,212

*The company has entered into sale and purchase agreerments with the shareholders of certain

companies that were originally awarded the license to cstablish, install and operate cellular public
telephony network in their respective countries of operations amounted to KD 19,724,470, In
accordance with TFRS 3 “Rusiness Combinations”, these aceuisitions have been accounted for by
applying the purchase method. As these companies had yet to commence operations and had no other
assets at the time of the acquisition by the company, the purchase consideration and acquisition cost
paid o acquire these companies were considered as goodwill. Goodwill 1s attributable o the growth
prospects of the acquired businesses and the significant synergies that are expected to arise from these
subsidiarics,
This item represents goodwill amounted to KD 33,747,166 resulted from the acquisition of
a subsidiary - Hits Africa [td, Cayman Islands, and goodwill amounted to KD 14,015,057 resulted
from the acquicition of a subsidiary - Quanwal Telscom Company (W.L.I) Kingdom of Saudi
Arabia,

16
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Notes to the interim condensed consolidated financial information for the six months ended June

30,2010
(Unaudited)
4l amounts are in Kuwalti Dinar unless scated otherwlse”
5 Accounts receivable and other debit balances
December
31, 2009
June (restated - June
30,2010 audited) 30, 2009
Trade receivables 428,936 151,986 2,161,711
Accrued income 2,340,089 1,208,318 2,844,376
Orher receivables 135,487 651,057 443,672
Deferred tax assets 1,992,853 1,551,383 1,404,311
Refundable deposits 70,338 263,270 205,902
Letters of guaranice 757,283 $69,550 -
Prepaid expenses 434,871 601,782 204,164
Advance payments 8.044 7,708 788.030
6,168,701 5,845,054 3,082,166

- Related parties transactions

Relared parties caomprise of associates, major shareholders, directors and key management personnel
of the Group, entities controlled, jointly controfled or significantly by such parties. The Group’s
management decides on terms and conditions of these transactions..

The balances and tansactions with related partics included in the consolidated financial statements are
as follows:

Pecember
31, 2009

Interim condenscd ¢onsolidnfed financial June (restated - June
position 30,2010 audited) 30, 2009
Financing and joint venturcs 11,624,307 11,624,307 11,001,208
Istamic debt instruments 7,225,645 4,078,643 -
Due from related partics 3,238,513 2,294,833 4,198,961
Dive to related parties 3,739,561 3,240,819 142,307

The (hree months cnded The six months ended

June 30 June 30
Interim condensed consolidated
statements of income 2010 2009 2010 2009
Finance and joint venture incame 21,923 291,991 101,887 507,700
Finance charges 186,037 20,821 297,054 286,990
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Notes to the interim condensed consolidated financial information for the six months ended June
34,2010

{Unandited)

i amounts are in Kwwaiti Dinar unless steted otherwise”

- Mudaraba investment

This item represents @ Mudaraba & Musharaka in Profit Agreement matures in August 9, 2010, the
expected profit is approxiimately 4%. The fair value of the Mudaraba investment approximately equals
their carrying value as of June 30, 2010.

8- Cash and cash equivalents
December
31,2609
June {restated - June
38, 2010 audited) 30, 2009
Cash and hank balances 753,590 1,007,791 1,032,414
Short term deposits - - 9,450
Cash on portfolios 911,209 911,196 1,015,248
1,664,799 1,018,987 2,087,112
g Treasury shares
December
31,2009
June (restated - June
30, 2010 audited) 30, 2009
Numher of shares 41,325,981 41,325,981 40,480,981
Ownership percentage 5.73% 5.73% %5.61
Market value 2,479,559 3,801,990 4 695,794
6. Accounts payable and other credit balances
December
31, 2009
June {restated - June
3, 2010 audited) 30, 2009
Trade payables 17,786,624 18,843,210 10,510,039
Payable to minority 1,456,500 1,435,100 4,604,374
Accrued expenses 2,637,228 } 728,177 458,349
Other 601,184 344,037 10,301,015
22,475 836 22,550,524 25.874.281

L1-

1slamic debt instruments

This item represents financing Murabaha and M
due within one year. The average cost is 4%: 7%.
contracts approximate their carrying valuc as of June 30, 2
the markets' prevailing rates. Part of Islamic debt instruments amounting
pledging some of treasury shares.

ndaraba contracts, some of themn with related parties
The fair value of financing Murabaha and Mudaraba
010 as they are bearing cost rates equal 10
KD 508,819 are secured by

12
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13- Earnings/(foss) per share/(Fils)

Earnings per share are computed by dividing the net profit for the period by the weighted average
number of shares outstanding during the period as follow:

The three months ended The six months ended
June 3¢ June 30

2010 2009 2010 2049
Nei profit/(loss) for the period 77,586 (43,894) 130,161 147.580
Weighted average numbers of
outstanding shares during the
period 720,916,860 720,916,860 720,916,860 720,916,860
Effect of right issue on weighted average
number of outstanding share {41,325,981) (40.480,981) _(41,325,981) _ (26.582,106)
Weighted average numhers nf
outstanding shares during the
period (restated by right issue) 679,590,879 680,435,879 679,590,879 651,334,754
Basic earning/(loss) per share/(Fils) U114 10.067) 0,192 0.213

13- Prior years adjnstments

The conselidated financial statements for the year ended December 31, 2009 for the Group included
unaudited management financial statements of its subsidiary - Qanawat Telecom Company (W.L.L).
During the period ended Marel: 31, 2010 the group received the audited financial atatements for this
subsidiary showing net profit of KD 192,644 while the previous unaudited consolidated management
statements showed net profit of KD 870,683, The management determined that this has a material
effect on the Group net asscts as of June 30, 2010. Accordingly, the Group restated the comparative
figures of the previous vear,

As a result, the accumulated losses are restated by KD 657,234 and the foreign currency translation
rescrve is restated by KD 177 as of December 31, 2009. Also the carrying value of the assets and
liabilities are restated as shown in the table below:

Before After
restatement Restatements restatements

Properly and equipment 23,299,272 (176,211) 23,123,061
Iniangihle assets £5.699.561 176,211 85,875,772
Finance and joint ventures - 348,809 348,809
Inventory 1,193,972 (307,526) 386,446
Accounts receivable and other debit

balances 6,987,438 ' (1,142,384) 5,845,054
Due from related parties 1,903,369 397,464 2,294,833
Accounts payable and other credit bajances 22,571,328 {20,805) 22,550,524

Due to related parties 3,072,240 (31,421) 3,240,819
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Annual General Assembly

On July 1, 2010 the Ordinary General Assembly of Sharefiolders approved the consolidated financial
statements for the year ended December 31, 2009 and non-distribution of cash dividends for this
vear,

Operating segmenis

The group identified the operating segments - in accordance with IFRS 8 ~ on the basis of internal
reports about components of the group that are regularly reviewed by the chief operating decision
maker in order to allocate resources to the segment and to assess its performance. In contrast, the
predecessor Standard (IAS 14 Segment Reporting) required an entity to identify two sets of segments
{indusirial and geographical), using risks and rewards approach, with the entity’s system of tnternal
financial reporting to key management personnel serving only as the starting point for fhe
identification of such segments. However, there has been no change to the group’s reportable
segments Toilowing the adoption of IFRS 8 as the group’s reporling segments under 1AS 14 were
consistent with the internal reporting being provided to the chief operating decision maker.

The group is divided inta business divisions to manage its various activities, For the purposes of
primary segment analysis reporting, the group’s management has classified the group’s activities into
the following business segments;

- Telecommunication

The three months ended The six months ended
June 30 June 34

2010 2009 2010 2009
Revenue 18,111,423 34,763,744 38,455,568 65,172,818
Profit for the period before other
income and unallocated expenses 1,559,104 1,562,680 2,794,223 2,939,669
Other incame 632,495 428,464 1,577,754 708,391
uratlocated expenses (2,732,974)  {2,46%9,702) (5.394,942) {3,924,241)
(loss)prefit  for the period  before
caleulatien, Contribution to  Kuwait
Foundation for the Advancement of Science,
National Labor Support Tax and Zakat {541,375} (478,559) (1,022,96%5) (276,181)

Comparative figures

Centain comparative figures for the previous period have been reclassified to conform with the
current period presentation.
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