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The Board of Direciors
Hits Telecom Holding Co.
.50 (Holding)

Amdl 1is subsidiaries
Kawail

Heview report on the interim condensed consolidated financial information

We have reviewed the accompanying interim condensed consolidated statement of financial position of Hiis
Pelecom Halding Co, B.5.C (Holding) (the Parent Company) - and its subsidiaries {logether referred the
Ty - oag of June 30, 20012 and the related interim condensed consolidated ststements of income.
witiprehensive income, cash flows and changes in equity for the six moenths period then ended, Managemen
ul W Faent Company is responsible Ffor the preparation and presentation of this interim condensed
varsodidaiud linancial information in accordance with International Accounting Standard No (34) “Interim
Flianl Beponing”. Our responsibility is 1o expeess & conclusion on this interim condensed consalidated
Pl il on based On our review,

Seopee of reyview
Wo vomslucid pur review in aceordance with the International Standard on Review Engagements 24 10
Feview oF Interim Financial Information Performed by the Independent Auditors of the Company™

A review ulinteonn condensed consolidated financial information consists of making inquires, primarily of
peesans esponsible for financial and accounting matters, and applving analytical and other review
provadlures. A review is substantially less in scope than an audit conducted in accordance with International
stanchiwds on Auditing and consequently does not enable us to obtain assurance that we would become aware

al all significant matiers that might be identified in an andit, Accordingly, we do not express an audil
|'|||||rII.IiIII

Comelugion

[Based on our review, nothing has come to our attention that causes us w believe thal the accompanying
mterim condensed consolidated Mnancial information is not prepared, in all material respect in accordance
with International Accounting Standard No, (34) “Interim Financial Reporing”.

Repart on review of other legal and regulatory matiers

Furthermore, based on our review, the interim condensed consolidated financial information are in
agreement with the books of the parent company. Also, 1o the best of our knowledee and belief, no violations
of the Commercial Companies” Law of |9%60, as amended, or of the Articles of Association of the peLrent
company have occurred during the six months period ended June 30, 2017 that might have had a material
effect on the business of the parent company or on its consolidated financial position,

Emphasis of matier
Without qualified our conclusion, we draw attention to nate {2) to the interim condensed consolidated
financial information in regarding of going concern of certain su?idiaries. i

f ,f{ | | 4 =

T T — _ —

Ali A, Al-Hasawi Adel Al- Sanea
License No. 30 (A) Auditors Regisiry No, 86 Category (A)
Riid! Middle East Kuwaiti Accounting Auditing
Burgan-International Accountanis A member of H.L.B International

August 15, 2012
Atate of Kuwai
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Axsely

Mipa-current assels

Prroperiy and equipiren
intengible asseis

Firamze and joint veniwre
ASoanilabile for sale investments

L urvend agsars

Lrvoalory

Aceounts eceivable and oher debit balances
g frosiny related phriies

Ay payments for pirchasing investments
Finmeace, point wmiures and muderaba

i 'wabe ol cash equivalents

(RTINS E T £

Faguwily sl limbilidies

Eapunly

Shiare capital

Share presmium

Sy resErve

Lol reserve

1 0thisr reseryes

Ireasury shares

Foseign currency franslation reserve
Aecumulated losses

Fquity attributable 1o the sharehelders of parent company

Mon-conirolling [nterasis

Mon-current liabilitics

Provision for end of service indemnity
License obligations

Term loans

Laspin From shareholders

Accounts payable and other credit balances

Current Habilities

Accounts pavable ond other credit balances
e to related parties

License abligations

Term loans

Islamic dabd instrumsents

Total equity and Habilities
e ———

o

Whaled ¥, Al Mutawa
Chilrman

TS o

December
Jung 31, 2010 June
S, 2012 {Audited) 30, 2011
20,116,768 20,839,521 21,507,878
92,749,303 9 Te 1 ehd 90189617
20146 23R 055 £43.565
11,624,307 | 1,624,307 J
124,751,784 125,448,447 110,751,060
1,374,805 I, 306,471 1,409 835
0,258,768 T.043,531 6,856,052
505,546 L, 543,791 3,334,600
5,046,778 5,946,778 5546 778
1,774,738 |,340,127 13.243 644
248,876 357341 990,996
9, 511 18,538,038 31,782,805
143,858,295 143,986,485 142,533 63
Tr091, 686 T2,008 686 T200] 6846
34,149,954 34,149,954 34,149 054
462,490 462499 462 499
462,490 467,499 462 4599
147,896 147,896 147,896
(6,837,335} (6,837,335) (6,837.535)
[1,555,556) {1,876,306) {2,620, 502)
(2,564,943) {2,091,155) (2,018,174}
0, 356,700 26,508,738 95,818,523
(7, 668,658) {6, 734,415) (4,%08,912)
B, G880 B, TTE 3213 el |
J4B6T5 115,325 297,550
B, 725416 0038, 304 6,046,920
726,904 749,730 814,984
503,081 481,900 454 604
1,498,795 1,534 436 |670,041
11,802,941 3,019,704 289,009
19,740,854 19,824 495 2H010427
4,211,632 3422252 2877900
LEL0LOT9 1,699.010 3,023 460
4,052,961 3,939 956 3,594 586
1],55[,?915 11,205,745 10,828 TR2
43,367,292 A2 01 458 42,335,155
143,858,295 143,986,485 142,533 865

The accompanying notes form an integral part of the interim condensed consolidated financial information.
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interim condensed consolidated statement of income for the six months ended June 30, 2012

{Unauwdited)
AN aronenrs arg v Kewaitl Direr™

Tlee three months cnded

The six months ended

Mote Jume 30 June 30
12 antk W12 201
Revenue 19,942,259 | 7,245,933 43,483,214 33,688,127
Cost of zales (17, 710,367y (15336481 (3R,892.345) (30543789
Ciross profil 2,231,592 1,909 452 4,590,869 1,344,338
Ciencral and adminisirativie cxpenses (2,500,262)  (2,539400)  (5,004074)  (5,063,021)
Depreciation and amaortization (417,157 (432,409) (533,407) (878,497
Finance charges {229,399) (246,0649) {374,418) (A0 a2y
Bad debis {6,00G4) . (20,087) .
Crroup's share from joint venture incoms 78,549 #3000 197,027 122,249
Mudaraba and joint venture income (2293200 R,500 - 21,279
Tax ircome 43,0644 57,631 44,165 132,813
Other income 10,143 2,430 25,008 939,361
Loss for the period before caleulating
Contribution to Kuwail Foundation for
the Advancement of Science, National
Labor Sapport Tax and Zakat (1,018,574)  (1,155445)  (1420,224) (1,888,540
Contribution to Kuwait Foundation for
the Advancement of Science - - - -
Mational Labor Support Tax 1,413 3T25 - (1,094}
Lakat 094 |80 = (313}
Loss for the period (1016457) (L 151,6401 (1,420,224} (1,889,947}
Attributable to:
Shareholders of the parent company {528,584} (105,205) (473, 788) 42,343
Non-eontralling interests (487,873) (1,046,435} {940,436)  {1,532,250)
(016457 (LISL640} (1,420,224} _ (1,889,947)
{Loss)carnings per share/{Fils) 14 (0,778} {0.1535) {0.697) 0.062

The accompanying notes form an integral part of the intevim condensed consalidated financial information,
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iits Telecom Holding Co.
K.8.C (Holding)

and 115 subsidiaries

Fonwadd

Exhibif - O

Interim condensed consolidated comprehensive income for the six months ended June 3, 2012

{Unaudited)

= A8 iy are I Kawodd Dioer™

The three months ended June

The six mondlis ended

Net loss for the period

Other comprehensive income for the
period:

Foreign currency translation differcnces

Total ather comprehensive

income/(comprehensive loss) for the period

Total comprehensive loss for the period

Attributable to:
Shareholders of the parent company
Mon-controlling imerests

£ June 30
b3 2011 i1 il
{1.016,457) (1,150,6400  (1,420,224) {1,889.947)
324,540 i1,150,583) 320,750 (1,774, 802)
324,540 (1,150,583) 320,750 (1,774, 802)
{691,917) (2,302,223 (1,099,474} {3,664,749)
(204,044} (1,255,788) {153,035) {1,732,45%)
(457,87 {1,046,415) (D46,430) (1,932,200}
(G91,917) (2,302,2231  (1,099.474) {1,664,749)

‘The tecompanying notes form an integeal part of the interim condensed consalidated financial information.
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Exhilit - I}

Interim condensed consolidated statement of cash flows for the six months ended June ), 2012

(Unandited)

VAR aersenats ave B Rl Disere™

Cash flows from operating activities

Met loss for the period

Adjustments:

Drepreciation and amortization

Provision for ond of service indemnity
Group's share fram joint venture income
Mudaraba and joint venlure income

Bad debis

Finance charges

Changes in working capitel flems:
Inventory

Accounts receivable and cther debit balances
Related partics

Accounts payable and other credit balances

Met cash used in operating activities

Cash flows from investing activities

Froperty and eguipment

[ntangible assels

Mudaraba and joint venture

Giroup's share from joint venture income receive

Met cash generated fromf{used in) investing activities

Cash flows from fnancing activities

License obligations

Term leans

Loan fram shareholders

Islamic debr instruments

Finance chargas paid

Change in non-cantrolling interests

Met cash fused in)generated from financing activities

Foreign currency franslation reserve
Net decrease 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

Thi Six months ended June 30

2012 2011
(1.420,224) (1,889,947)
433,407 878,497
33,350 18,405
(197,027) (122,249)

- (21,279

26,087 .
374418 07,062
(349,959} (005110
(68,334) (422,224)
(1,641,324) (763,390}
963,786 (305,042)
(194,530) 948 847
(1,290,391} (1,151,320)
(143,616) (701,224)
(3,963) {15,982)
1,047,212 (656,133)
150,665 91,812
1,050,198 (1.279,527)
(201,879 -
0,260 162,780
9,551 ;
128,066 226,394
(299,140) (216,613)
12,193 269 928
(260,249) | 072,489
389377 518,508
(111,465) (839,760)
357,341 1,830,756
145,876 950,996

The accompanying notes form an integral part of the interim condensed consolidated financial information
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Hits Telecom Holding Ca,
K.5.C (Holding)

and its subsidinies

Kowa

Notes 1o the interim condensed consolidated financial information for the six months ended June 30, 2012
{Unaudited)

S0 errenenads are dn Kenewdst Dvar reafess srated gannize

Company's briet

Hits Telecom Holding Company - K.5.C {Holding) - was incorporated on May 22, 1999 in
accordance with the Commercial Companies' Law of 1960 article No. 15, and its subsequent
amendments, The parent company's shares are Hsted on Kuwaili Steck Exchange Market,

The patent company’s main objectives anc:

Owning shaves In Kuwaiti and Non-Kewaiti shareholding companies and owning shares or quotas in
Kuwaiti and Mon-Kuwaiti limited liability companies or participating in establishing, managing and
sponsoring both kinds of companies 1o others relsted to communications segment only.

Lending companies in which it holds shares and guarantesing them to cthers, providing that the
holding company's ownership percentage in the shave capital of the borrowing company must be at
least 20%.

Owening industrial property dights of patents or industrial trademarks, or industial charges or any
other rights relating thereto, and leasing 1o other companies for utilization inside or outside the State
of Buwait related o communications segment only,

Haolding movables and real estates necessary 1o initiate its activity in accordance with the Law,

- Uilizing the surplus funds by investing them in investment portfolios manaped by specialized

companies and institutions.

The parent company has the right to participate and subscribe in any way, in cther firms or institutions
which operate in the same field or those which would assist in achieving its objectives in Kuwalt or
abroad and to establish, participate or purchase these finms or institutions or join them.

The registered main office of the parent company is: Jasemn El-Asfour Tower — Sour Street — Kuwait
City.

The Board of Directors approved these interim condensed consolidated financial statements for the six
months ended fune 30, 2012 for issue on Augest 15, 2002,

Going concern basis

The interim condensed consolidated financial information of some subsidiaries have been prepared in
accordance with on going concern basis despite the accumulated losses of these companies exceeded
their half or full share capital, due 1o the financial support submitted by the parent company Tor those
COHMpanies.

The management of group has provided financial support for these companies by increasing the share
capital of some companies and providing 2 loan from the sharcholders during the previous years
disclosed in the subsidinries’ records, The management intends also to continue in its Anancial support
for these companies during the next period to improve their ability 1o continue in practicing their
business,

Judgments and estimates
The preparation of interim condensed financial information requires management to make judgments,

estimates and assumptions that may affect the application of accounting policies and the reported
amounts of assets and liabilities, income and expenses. Actual results my differ from these estimates,
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Hits Telecom Holding Co.
.5,C (Holding)

and s subsidiarics

Foupwakt

Notes to the interim condensed consolidated financial information for the six months ended June 30, 2012
{Unaudited)

n Al aerranney e i Kol Divar woilers siaved offegrwize

In prepaving this interim condensed financial information, the significant judgments made by
management in applying the Group’s accounting policies and the key sources of estimation
uncertainty were the same as those that applied to the annual audited consolidated Fnancial
statements for the vear ended December 31, 2071

Basis of presentation

The interim condensed consolidated financial information has been prepared in compliance with the
[nternational Accounting Standard Mo, 34 “Interim Financial Reporting”. The aocounting policies
used in the preparation of the interim condensed consolidated financial information are consistent,
with those used in the prepamation of the consolidated financial statements for the year ended
Cecember 31, 2011,

The interim condensed consolidated financial information does not comtain all information and
disclosures required for full conselidaed financial stalements prepared in accordance  with
International Financial Reporting Standard. In the opinion of menagement, all adjustments consisting
of normal recurring accruals considersd necessary for fair presentation have been included. In
addition results for the six months period ending Jume 30, 2012 are nod necessarily indicative of the
cesults that may be expected for the year ending December 31, 2012, For further information, refer to
ihe group's audited condensed financial statements for the year ended December 31, 2011

Subsidinrics

The interim condensed consolidated financial information includes the interim condensed financial
information of the parent company and its subsidiaries as following:

Sharcholding %
Country of June Becember
incorporation 30, 22 31,2011
Oanawal Telecom Company (W.L.L) Sandi Arabia 104 FO0s
Fawran Telecmn Company {W.L.1) Saudi Arabia 1005 100%
Hits Telecom Spain Company (5.A.) Spain 10{%% 100%
Hits Africa Company (L.T.I}) Cayntan Islands 9L82% 92.82%

The interim condensed financial information for all subsidiaries have been consolidated based on the
financial statements prepared by the management for the period ended June 30, 2012, Total of these
subsidiaries included in the interim consolidated financial statements position are KD 54,030,643 and
their net losses included in the interim consolidated statement of income are KD 412,637,

Intangible assets

The company has entered into sale and purchase agresments with the shareholders of certain
companies who originally were awarded the license to establish, install and operate cellular public
telephony network in their respective countries of operations amounted to KD 19,408,541 In
sccordance with IFRS 3, “Business Combinations™ the above acquisitions have been accounted for by
applying the purchase method. As these companics which own these licenses, had yet 1o 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 is treated as goodwill, The
apodwill is attributable 1o the growth prospects of the acquired businesses and the significant
synergies that are expected to arise for the Group after the acquisition of subsidiaries.
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This jiem represents goodwill amounted o KD 33747166 resufted #rom  acquisition of
i subsidiary - Hits Africa Company (Limited) located in Cayman istands, and goodwill amounted do
K 14,085,057 resulted from sequisitton of the subsidiary company - (Qanaeat Tebecoms Company
(L) located s (Kingdom of Saudi Arabia) and goodwili gmounted to KD 5,007,602 nesuited
Fecm acquisition of the subsidiary company - (Adlantie Wireless Company —~ Liberia) as a subsidiary
[ Hits Afvics - Limited and goodwill amounsted to KD 893,350 resubied from Hits Telecom Spain

BT

Ve msenapeaent lests impairment of goodwill anually i there are any dndications that impeirment
iy heve arigen, The recoverable amount of Cash Generaring Unit “CGU" is determined based on its
walue-in-use caleulations. Fhe key assumptions for the value-in-use caloulations are those regarding
discount raies and the long term growth rates. The discount rate is based on he weighted average cost
uf capital, while growlh rates are based oo management’s experience and expectations and do not
sxpeed the long term average growth rate for the region in which the “CGU" operates. These
crlealations uge cash flow projections based en financial budgets approved by the Board of Directors,
covering the period of the validity of the iclecom license. Cash flows are extrapolaied using the
estimated prowth rates. The weighted aversge growth rates are consistent with forecasts, and the
parcnt company’s mansgement believes thal there are no indications for impairment in value of
poodwill depending on s study preparcd by external party in the end of previeusly financial

siaismaents.

Ta Avaibable for sale nvestinents

This item represenis unguoted looal investroenis available for sale and acquired in the previcus year
in accordance with & setilement contract with a related parly apainst compromising the fnance and

Mudaraba contracts signed with the same parly

B Aceownts recoivable and other debii balances

Docomber
June 30,2001 June
30, 2012 i Audited) . 3, 201

Trade receivables 2,849,198 |, 800,574 |. 588,321
Accrued ineome 2454024 I 0E],067 719,966
Deeferred ax nssets 2697, 104 2,649,782 3 136,601
Letiers of puarantes 598,726 597,207 ah0a2
Frepaid expenses 376,216 408,731 aT4.43]
Refundable deposits 57,473 86,154 18,347
Advance payments 123,578 124,248 20,802
Crther receivables 142,549 145,468 56,232

9,258,768 A3 A3 6 856,932

% Felated parties’ transactions

Related partics comprise of associaies, major sharcholders, directors and key management persennel
of the Groop, entities controlled, jointly controlled or significantly by such parties, The Group's
management decides on terms and conditions of these transactions. The amounts and balances due
Fromvio related pasties are interesis free and have no fixed matority, except financing and musharka

(note - 117 and Bslamic debis insimuments (nofe - 13) and there is no specific dale Tor repayment,
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The balances and transactions with velsted parfies included i the interim condensed consolidated
lnpmciald sintomenis are as folbews:

Cloeember
Fitarrim condensed consolideied Sraneini June 31,2011 Jrrne
pnsEitien L - ['{'l"_ldﬂ'*':j}_ f“- _JI.'H 1l
teluclaraba and joint venee (Note 11) T4 T3E P 3a0 127 13,243 544
Istamin debe instroonenis {Note 13) TR FO,G58,933 (0,299,558
Lamage drom sharaholcles SENR YR 4 5, Glkd
Dme from related parties 205,544 [ g3, T 3,434 604
D to reluied parties 4,211,632 3,422,252 BT M
The three onihs ended Thee sty months ended

___________ sune30_______ June30_
Interin condonsed consolidatied
sipiemenis af incone _ ] 20101 Ay 2011
Mudaraba and joint venture income (2293200 £,504 - 21,278
Finance charges - 133,815 08,360 270,561

Advance payments for purchasing investimenis

This item represents the amounts paid for acquiring out side Kuwail investments in previous years. As
the cwnership of these irvesiments have not been transferred by the selfer, the company proceeded (o
arbitration against this party &nd based on the arbitration decision, the company has the nights in all the
amouni paid plus the interests, Based on the external lawyer's opinion, the amount conld be collectable
in aceordance with the final arbitration decizion.

Finance, joint venture and Mudaraba

This itent represents shorl-term financing contracis joint ventures and mudaraba with velated parties.
The average effective rate of returm was 4% to 7% as of June 30, 2012, Matured within one year from

the consolidated financial position date

Treasuiy shaves

December
June 3L, 2001 June
A, 2002 i Audited) |
Number of shares 41,325,981 41,323,981 41,325,981
Ownership percentage (%) 45,73 965.73 455873
farket value (K1Y 1.851,493 2 351,603 23T L0

Talamie debi fnstroments

This item represents Mudaraba and financing Murabaha contracts each contracts with related parties
(Mote- 93 due within one year and [slamic banks. The average cost is 4% 7% The fair value of
Mudaraba and financing Murabaha contracts epproximate their carrying value as of June 30, 2012 as
they are bearing cosi raies egual o the markets' prevailing rates, Part of lslamic debi instriments
prnouniing K13 546,792 are secured by pledging of treasury shases Mote (121
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At the date of the interim condensed consofideted fnancial information, te Islamic debis instruments
represented in Muderaba and financing Muorabahe gnd amounting to KO 3,804, 5090 are maturod bt
have not boen paid or renewsd, Some of these Instromenits are cortrpcled with related parties wiih
arponi of KD 5148, 198

yLossVearnlngs per shave (Fils)

{LossYesmings per shere are compubed by dividing the net (loss)peofit for the period by the weighted
average nembear of shares pulstanding during the period as follow:

Thte thres months onded The =ix moanths epdod
cocdvwe S duwme 30
............. £ S ) S | | R - L1 5
Met (hoss)prolii for the period  (518.584) {105.205) A7 TERYy 42343
Weighted average numbers of
owtstanding shares during the period TIOO16.860  TRO91G.E560  TIOD16,B60 THB 16 R60

Waighted sverage number of the easiry shares  (41,325981)  (41,225981)

1o 041,325.981) [41,325.081)
Weighted averape number of shares, bess

trensury shares STREETY  GT IR0V GTO.500.8T9 BTS00 BV
(Loss)eniming per sharve (Fils) (0.TTR) {0, L35} (0,607 .062

Shaieholders’ General Assembly

On day 28, 2002 the Ondinary shareholders General Assembly approved the consolidated financial
statements for the year ended December 31, 2011 and nos-distribition of cash dividends For the vear.

Segment information

The Group monitors the operating results of its sepments separately for the purpose of making
decisions aboul resource allocations performance assessment

Dperaiing segment

The group primarly operaies on one prek of the business activity represented in communication freld,
accordingly information reported o the grovp’s decision makers Tor the purpose of resource allocation
and performance assessment is more specifically focused on the types of communication activities
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Geagraphic informarion
The Group operates in various gecgraphic reglons and the following table shows the distnbution of
the Group's income and non-cument assels by repion:

Six months ended June Six months ended June
30, 2012 0, 2011
Mon-eurrent MNon-Grrent

Heglon Fncome assety Incone BENEds
State of Kowail 15,555 Gl OEOETT 21279 45,455,553
Owntside Kuwait
Kingdom of Saudi Arabia J0.495 608 B03,154 3605647 025,775
Spain 1699946 530,504 2042473 074,962
Africa 2,588,908 03,337,749 %4 430 i}, 394,770

43,800,107 124,751,784 34,5003 829 10,751,000

Comparative figures

Certain comparative figures for the previous period have been reclassified to conform with the
curre period presentation,



