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2. BASIS OF PREPARATION 

These interim condensed consolidated financial statements have been prepared in accordance with International 
Accounting Standard 34 “Interim Financial Reporting” that is endorsed in the Kingdom of Saudi Arabia and other 
standards and pronouncements that are issued by the Saudi Organization for Certified Public Accountants 
(“SOCPA”).  
 
The interim condensed consolidated financial statements do not include all the information and disclosures required 
in the annual consolidated financial statements in accordance with International Financial Reporting Standards and 
should be read in conjunction with the Group’s annual consolidated financial statements as at 31 December 2018.  
 

3. THE GROUP’S ACCOUNTING POLICIES 
 

The accounting policies adopted in the preparation of the interim condensed consolidated financial statements are 
consistent with those followed in the preparation of the Group’s annual consolidated financial statements for the year 
ended 31 December 2018, except for the adoption of new standards and amendment effective as of 1 January 2019. 
The Group has not early adopted any other standards, interpretation or amendment that has been issued but is not yet 
effective.  
 

The Group applied IFRS 16 “Leases” retrospectively without restating comparative figures with the cumulative effect 
of initially applying the Standard recognized at the date of initial application (1 January 2019).  
 

4. NEW STANDARDS, INTERPRETATIONS AND AMENDMENTS ADOPTED BY THE GROUP  
 

4.1 IFRS 16 “LEASES” 
 

IFRS 16 sets out the principles for the recognition, measurement, presentation and disclosure of leases. 
 

IFRS 16 supersedes the following Standards and Interpretations: 
 

(a) IAS 17 Leases; 
(b) IFRIC 4 Determining whether an Arrangement contains a Lease; 
(c) SIC-15 Operating Leases—Incentives; and 
(d) SIC-27 Evaluating the Substance of Transactions Involving the Legal Form of a Lease. 
 

The standard provides a single lessee accounting model, requiring lessees to recognize assets and liabilities for all 
major leases; which represents a significant change from IAS 17. 
 

Lessor accounting under IFRS 16 is substantially unchanged from current accounting under IAS 17. Lessors will 
continue to classify all leases using the same classification principle as in IAS 17 and distinguish between two types 
of leases: operating and finance leases. 
 

The Group’s accounting policy under IFRS 16 is as follows: 
 

At the commencement date, the Group recognizes a right of use asset representing the Group’s right to use the 
underlying asset and a lease liability representing the Group’s obligation to make lease payments. 
 

At commencement date, the right of use asset is initially measured at cost (based on the initial amount of the lease 
liability adjusted for any lease payments made at or before the commencement date less any lease incentives received, 
plus any initial direct costs incurred and an estimate of costs to dismantle and remove the underlying asset or to 
restore the underlying asset or the site on which it is located, as per lease terms). 
 

After the commencement date, the right of use asset is measured using the cost model (cost less any accumulated 
depreciation and any accumulated impairment losses and adjusted for any remeasurement of the related lease 
liability). 
 

At commencement date, the lease liability is measured at the present value of the lease payments that are not paid at 
the commencement date, discounted using the interest rate implicit in the lease, if that rate can be readily determined; 
otherwise the Group’s incremental borrowing rate is used instead.  
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4. NEW STANDARDS, INTERPRETATIONS AND AMENDMENTS ADOPTED BY THE GROUP  

(CONTINUED) 

4.1 IFRS 16 “LEASES” (CONTINUED) 
After the commencement date, the lease liability is measured by: 
 

(a) increasing the carrying amount to reflect interest on the lease liability. 
(b) reducing the carrying amount to reflect the lease payments made. 
(c) remeasuring the carrying amount to reflect any reassessment or lease modifications, or to reflect revised in-
substance fixed lease payments. The amount of the remeasurement of the lease liability is recorded as an 
adjustment to the right of use asset. However, if the carrying amount of the right of use asset is reduced to zero 
and there is a further reduction in the measurement of the lease liability, then any remaining amount of the 
remeasurement is recognized in profit or loss. 

 

The Group has elected to apply the practical expedient not to recognize right of use assets and lease liabilities for 
short-term leases that have a lease term of 12 months or less and leases of low-value assets. The lease payments 
associated with these leases is recognized as an expense on a straight-line basis over the lease term.  
 

Impact of transition to IFRS 16 
 

The Group has adopted IFRS 16 using the modified retrospective approach with the effect of applying this standard 
recognised at the date of initial application (1 January 2019) and accordingly the information presented for 2018 has 
not been restated. It remains as previously reported under IAS 17 and related interpretations.  
 

On initial application, the Group has elected to record right-of-use assets (amounting to SR 2,556 million) based on 
the corresponding lease liability (amounting to SR 2,367 million) adjusted for any prepaid or accrued lease payments 
as of 1 January 2019, with no net impact on retained earnings. 
 

Lease liabilities are recognized on the date of initial application of the lease contracts previously classified as 
operating leases (in accordance with IAS 17). Lease liabilities were measured at the present value of the remaining 
lease payments discounted using the Group's additional borrowing rate as of 1 January 2019. The weighted average 
rate of additional borrowing rate at the initial implementation date was 3.9%. 
 

The Group has elected to apply the following practical expedients: 
1- apply one discount rate on a portfolio of leases with reasonably similar characteristics. 
2- account for leases for which the lease term ends within 12 months of the date of initial application as short-

term leases. 
3- exclude direct costs from measuring the right of use assets at the date of initial application. 
4- use hindsight, such as in determining the lease term if the contract contains options to extend or terminate 

the lease. 
 

The Group has elected to apply the practical expedient to grandfather the assessment of which transactions are leases 
on the date of initial application, as previously assessed under IAS 17 and IFRIC 4. The Group applied the definition 
of a lease under IFRS 16 to contracts entered into or changed on or after 1 January 2019.  
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5. SEGMENT INFORMATION  
 

The following is an analysis of the Group's revenues and results based on segmental basis: 
 

  For the three month period 
ended 31 December 

 For the year ended  
31 December 

              2019 2018  
 

             2019 2018  
 

Revenues (1)     
Saudi Telecom Company  10,112,363 9,562,790 40,259,106 39,356,283 
STC Channels (Channels by STC)  1,636,352 1,361,486 6,630,668 5,371,771 
Other operating segments (2) 3,691,233 2,613,092 12,628,202 9,502,560 
Eliminations / Adjustments (2,166,467) (322,481) (5,141,552) (2,267,371) 
 ──────── ──────── ──────── ──────── 
Total Revenues 13,273,481 13,214,887 54,376,424 51,963,243 
     
Cost of operations (excluding 
depreciation and amortisation) (8,270,476) (7,825,500) (33,095,071) (32,127,488) 
Depreciation and amortisation (2,599,706) (1,912,948) (8,797,480) (7,590,530) 
Cost of early retirement (155,324) (17,513) (609,092) (450,000) 
Finance income 145,807 136,633 629,529 551,535 
Finance costs (219,023) (83,719) (766,220) (395,440) 
Other income (expenses), net  58,996 (12,096) (74,131) 102,943 
Share in results of investments in 
associates and joint ventures, net 46,374 (91,794) 56,188 (10,605) 

Other gains (losses), net 178,658 (88,817) (60,179) (215,493) 

Zakat and income tax 23,752 (136,055) (645,161) (747,667) 

 ──────── ──────── ──────── ──────── 
Net profit  2,482,539 3,183,078 11,014,807 11,080,498 

 ═════════ ═════════ ═════════ ═════════ 
 

Following is the gross profit analysis on a segmental basis: 
 

 For the three month period ended 
31 December 

 For the year ended  
31 December 

 2019  
 

2018 
 

2019  
 

2018  
 

Saudi Telecom Company  6,565,675 7,335,385 26,299,935 25,408,542 
STC Channels (Channels by STC)  403,746 347,225 1,418,463 1,314,706 
Other operating segments (2) 1,419,862 837,699 4,912,952 3,795,174 
Eliminations/Adjustments (13,922) - (224,405) (45,340) 

 ──────── ──────── ──────── ──────── 
Total  8,375,361 8,520,309 32,406,945 30,473,082 

 ═════════ ═════════ ═════════ ═════════ 
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5. SEGMENT INFORMATION (CONTINUED) 

The following is an analysis of the Group's assets and liabilities based on segmental basis: 
 

 31 December 2019 31 December 2018 
Assets 
Saudi Telecom Company 125,088,870 116,882,397
STC Channels (Channels by STC) 4,560,238 3,333,662
Other operating segments (2) 34,808,314 19,539,165
Eliminations/ Adjustments (45,405,142) (30,384,630)
 ───────── ─────────
Total Assets 119,052,280 109,370,594
 ═════════ ═══════════

Liabilities  
Saudi Telecom Company 49,369,668 38,998,013
STC Channels (Channels by STC) 3,122,999 2,068,819
Other operating segments (2)  23,001,768 10,512,261
Eliminations/ Adjustments (19,584,406) (8,870,097)
 ───────── ─────────
Total Liabilities 55,910,029 42,708,996
 ═════════ ═════════

 

(1) Segment revenue reported above represents revenue generated from external and internal customers. There were  
SR 2,166 million and SR 5,142 million for the three month and the year ended 31 December 2019 respectively (for 
the three month and the year ended 31 December 2018: SR 322 million and SR 2,267 million, respectively) inter-
segment sales and adjustments eliminated at consolidation. 
 

(2) Other operating segments include: STC Kuwait, STC Bahrain, STC Solutions (Solutions by STC), Intigral, STC 
Specialized (Specialized by STC), Sapphire, Aqalat, Towers Co. and STC Pay. 
 

6. PROPERTY, PLANT AND EQUIPMENT 

During the year ended 31 December 2019, the Group acquired property plant and equipment with total cost of SR 
9,303 million (31 December 2018: SR 8,415 million).  
 

During the year ended 31 December 2019, the Group disposed of property plant and equipment with a net book value 
of SR 465 million (31 December 2018: SR 414 million) resulting in a loss on sale of property, plant and equipment 
amounting to SR 116 million and SR 325 million, respectively, for the three month and the year ended 31 December 
2019 (for the three month and the year ended on 31 December 2018: SR 112 million and SR 291 million, 
respectively).   
 

Following is the breakdown of depreciation expense if allocated to operating costs items: 
 

 
For the three month period ended 

31 December 
 For the year ended  

31 December 
 2019 2018 2019 2018 
     

Cost of revenues 1,479,449 1,211,648 4,931,663 4,859,646 
Selling and marketing expenses 4,065 5,960 16,239 31,472 
General and administration expenses 307,508 252,728 1,138,905 1,013,873 
 ───────── ───────── ───────── ───────── 

 1,791,022 1,470,336 6,086,807 5,904,991 
 ═════════ ═════════ ═════════ ═════════ 
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7. INTANGIBLE ASSETS AND GOODWILL   

During the year ended 31 December 2019, the net additions in intangible assets amounting to SR 1,898 million (31 
December 2018: SR 4,133 million). Net additions to goodwill amounted to SR 68.3 million (see note 23). 
 
Following is the breakdown of amortisation expense if allocated to operating costs items: 
 

 
For the three month period 

ended 31 December 
 For the year ended  

31 December 

 
2019 

 
2018 

 
2019 

 
2018 

 
     

Cost of revenues 253,193 137,603 643,440 550,947 
Selling and marketing expenses 736 (4,270) 3,493 23,283 
General and administration expenses 345,268 309,279 1,297,266 1,111,309 
 ──────── ──────── ──────── ───────── 
Total 599,197 442,612 1,944,199 1,685,539 

 ════════ ═════════ ═════════ ═════════ 
     

8. RIGHT OF USE ASSETS 

 
  31 December 2019 
Balance at 1 January 2019 2,555,524 
Additions 1,203,600 
Depreciation (766,474) 
Disposal and others (97,716) 
Balance at 31 December 2019 2,894,934 
  

The right of use assets include equipment, vehicles and others. Following is the breakdown of depreciation expense 
if allocated to operating costs items: 
 

 

For the three month period 
ended 31 December 2019 

 
 
 

For the year ended  
31 December 2019 

Cost of revenues 153,925  562,514 
Selling and marketing expenses  1,817  7,539 
General and administration expenses 53,745  196,421 
Total 209,487  766,474 

 
 

 

9. OTHER NON CURRENT ASSETS 

 31 December 2019  31 December 2018 
   

Financial assets (*) 7,549,100  3,373,016 
Other assets 90,994  371,621 
 ─────────  ───────── 
 7,640,094  3,744,637 

 ═════════  ═════════ 
 

(*) The Group subscribed in Sukuk that issued by the Ministry of Finance during the first quarter of 2019 as 
the following: 
 Tranche I  Tranche II 
Investment amount           1,762,000  2,140,000 
Investment duration 5 years  10 years 
Yield 3.17%  3.9% 
Investment amount at maturity  1,771,755  2,227,188 
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10. OTHER CURRENT ASSETS 

   
 31 December 2019  31 December 2018 
   

Financial assets 133,615  5,488,245 
Other assets 4,321,867  1,952,878 
 ─────────  ───────── 
 4,455,482  7,441,123 

 ═════════  ═════════ 
 

11. FAIR VALUE MEASUREMENT OF FINANCIAL ASSETS AND LIABILITIES 
 

The Group has assessed that fair values of the financial instruments comprising of trade and other receivables, short 
term murabahas, cash and cash equivalents, and trade and other payables approximate their carrying values 
significantly due to the short maturities of these financial instruments. 
 

The fair value of financial assets and liabilities is recognised as the amount for which the instrument can be exchanged 
in an existing transaction between willing parties, other than a forced sale or liquidation. 
 

Fair value of financial assets is estimated based on quoted market prices of Sukuk and estimated future cash flows 
based on contractual ratios and future commodity ratios in accordance with future curves that can be observed at the 
end of the financial period of other assets in the portfolio that are discounted at a rate reflecting the credit risk of 
various counterparties. The fair value is within level 2 of the fair value hierarchy. There were no transfers between 
level 1 and level 2 during the period. The Group’s policy is to recognise transfer to and from the levels of the fair 
value hierarchy at the end of the reporting period. 

The fair value of equity investments is obtained from the net asset value report received from the fund manager. Fair 
value is within level 3 of the fair value hierarchy and shown in the interim condensed consolidated statement of profit 
or loss.  
 

The Group believes that the carrying value of other financial assets and liabilities listed in the interim condensed 
consolidated financial statements approximate their fair values. 
 
The funds’ investment in Careem company has been fair valued taking into account Uber's acquisition deal of 
Careem, which was signed on March 26, 2019 and completed on January 2, 2020 (see Note 14, 25). 
 

12. RELATED PARTIES TRANSACTIONS AND BALANCES 
 

12.1 Trading transactions and balances with related parties (Associates and Joint Ventures) 
 

The following are the transactions with associates and joint ventures: 
  

For the three month period ended 
31 December 

For the year ended  
31 December 

  2019 2018   2019 2018  
     
 
Telecommunication services provided 

 
136,773 146,913 

 
430,682 503,008 

  
──────── ──────── ──────── ──────── 

     
Telecommunication services received  14,884 - 29,050 17,188 

 

    ──────── ──────── ──────── ──────── 
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12. RELATED PARTIES TRANSACTIONS AND BALANCES (CONTINUED) 
12.1 Trading transactions and balances with related parties (Associates and Joint Ventures) (Continued) 

 

The following balances are outstanding with related parties: 
              

 Amounts due from related parties Amounts due to related parties 

 
31 December 

2019 
31 December 

2018  
31 December 

2019 
31 December 

2018  
      
Associates 292,020 338,652 38,910 23,184 
Joint ventures 12,215 5,444 168,173 112,801 
 ──────── ──────── ──────── ──────── 
 304,235 344,096 207,083 135,985 
 ════════ ════════ ════════ ════════ 

 

12.2 Trade transactions and related parties’ balances (government and government related entities) 
 
Revenues related to transactions with governmental parties for the three month and the year ended 31 December 
2019 amounted to SR 1,864 million and SR 6,873 million, respectively (for the three month and the year ended 31 
December 2018 amounted to SR 1,341 million and SR 6,335 million, respectively) and expenses related to 
transactions with governmental parties for the three month and year ended 31 December 2019 (including government 
charges) amounted to SR 1,169 million and SR 4,317, respectively (for the three month and the year ended 31 
December 2018 amounted to SR 1,631 million and SR 4,139 million, respectively). It is worth mentioning that based 
on the Council of Ministers’ resolution No. (196) dated 4 Rabi Thani 1440H (corresponding to 11 December 2018), 
the percentage of government charges collected by the government for providing telecommunications services 
commercially has been amended to become a uniform annual fee of 10% of net telecommunications revenues 
effective 1 January 2018 instead of the previous calculation mechanism which were 15% of net mobile service 
revenues, 10% of net fixed line revenues and 8% of net revenues from data services. Furthermore, the Company's 
services licenses have been combined into a unified license. 
 

As at 31 December 2019, accounts receivable from Government entities totalled SR 18,508 million (31 December 
2018: SR 12,343 million) and as at 31 December 2019, accounts payable to government entities totalled SR 953 
million (31 December 2018: SR 3,706 million).  
 

The following is the existing ageing with government:  
31 December 2019  31 December 2018 

Less than a year 7,903,051 6,936,884 
One to two years 6,393,629 5,367,424 
More than two years 4,211,395 38,416 
 ───────── ───────── 
 18,508,075 12,342,724 
 ═════════ ═════════ 

In addition, as part of the transactions with government entities, the Group subscribed to an amount of SR 3,902 
million in Sukuk issued by the Ministry of Finance during the first quarter of 2019 (see note 9). 

           

13. ASSOCIATES AND JOINT VENTURES 

At its meeting held on 4 Jumada Al-Awal 1440H (corresponding to 10 January 2019), the Board of Directors 
approved to buy an additional 39% stake in Virgin Mobile Saudi Arabia for SR 151 million. Due to the non-
completion of the legal and regulatory procedures during 2019, the Company decided not to complete the acquisition 
procedures of the additional stake and the Company’s shareholding in Virgin Mobile Saudi Arabia remains at (10%) 
as of 31 December 2019. 
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14. ASSETS HELD FOR SALE 
 

On March 26, 2019 Uber Technologies signed an assets purchase agreement with Careem (the Group holds a direct 
shares of 8.88%) to acquire the net assets of Careem for about USD 3.1 billion (Equivalent up to SR 11.6 billion) 
subject to modifications. 
 

The total financial return of the agreement consists of the following: 
- About USD 1.7 billion (equivalent up to SR 6.4 billion) of convertible bonds, unsecured and without interest. 
- About USD 1.4 billion (equivalent up to SR 5.2 billion) in cash. 
  

The acquisition was completed by Uber on January 2, 2020 after obtaining the approval of most of the regulatory 
authorities in the relevant countries with retention of the equivalent of 25% of the deal value for a period of two years 
(see Note 25 - subsequent events). 
 

15. BORROWINGS 
 

15-1 Sukuk issuance in US Dollars: 

The General Assembly, at its meeting dated 19 Sha`ban 1440 (corresponding to 24 April 2019), approved to establish 
an international Sukuk program and to issue sukuk directly or through the establishment of a special purpose vehicle 
to be used to issue primary or secondary instruments in one or several tranches, and denominated in US Dollar not 
exceeding the amount of USD 5,000 million for the total value of the issuances and tranches of the Sukuk program 
referred to above at any time. 
 

During the second quarter 2019, STC Sukuk Company Ltd. (a special purpose company established for the purpose 
of issuing sukuk under the Sukuk program referred to above), completed first USD denominated sukuk issuance 
under the Sukuk Program for USD1,250 million (equivalent up to SR 4,688), with a total number of Sukuk of 6,250, 
at USD 200 thousand par value, annual yield of 3.89% and a maturity of ten years. 
 

15-2 Borrowings paid and received: 

Total borrowings paid during the year ended 31 December 2019 amounted to SR 351 million (for the year ended 31 
December 2018: SR 636 million). Total borrowings received (Including the amount of the above sukuk) during the 
year ended 31 December 2019 amounted to SR 5,381 million (for the year ended 31 December 2018: SR 304 million). 
 

16. PROVISION FOR END OF SERVICE BENEFITS  

The provision for end of service benefit as at 31 December 2019 is calculated using the latest actuarial valuation as 
at 31 December 2019. During the year, the actuarial assumptions relating to the discount rate have been updated, 
resulting in an increase in the present value of the identified benefit obligations. 
 

17. LEASE LIABILITIES   
31 December 2019 

Current  1,304,542 
Non-Current  1,582,648 
 ───────── 
 2,887,190 
 ═════════ 

Interest expense on lease liabilities for the three and year ended 31 December 2019 amounted to SR 27 million and 
SR 98 million respectively included in financing costs. Total cash outflow for leases liabilities for the three and the 
year ended 31 December 2019 amounted to SR 178 million and SR 711 million respectively. 
   

18. OTHER NON-CURRENT LIABILITIES 

   
 31 December 2019  31 December 2018 
   

Deferred income 3,320,684  2,144,290 
Financial liabilities 1,502,954  1,526,259 
Other liabilities 30,432  32,726 
 ─────────  ───────── 
 4,854,070  3,703,275 

 
 

═════════  ═════════ 
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19. OTHER CURRENT LIABILITIES 

   
 31 December 2019  31 December 2018 
   

Financial liabilities 2,145,764  90,731 
Deferred income 56,791  41,141 
Other liabilities 1,743,025  4,077,577 
 ─────────  ───────── 
 3,945,580  4,209,449 

 ═════════  ═════════ 
20. ZAKAT AND INCOME TAX   

The Company submitted all zakat returns until the end of 2018, with payment of zakat due based on those returns, 
and accordingly received zakat certificates for those years. Effective from the year 2009, the Company started the 
submission of consolidated zakat return for the Company and its wholly owned subsidiaries (whether directly or 
indirectly) in accordance with the Ministerial Decree No.1005 dated 28/4/1428H. 
 

The Company received the zakat assessments until 2011 after reaching a final settlement during 2019, in relation to 
the objections of the years 2008 until 2011, which has not resulted in additional liabilities on the Company. 
 

Zakat declarations for the years 2012 to 2018 are still pending GAZT assessments until the date of preparation of 
these interim condensed consolidated financial statements. 
 

21. CAPITAL COMMITMENTS 

(a) During the fourth quarter of 2018, the Company signed an agreement with the Ministry of Finance, the Ministry 
of Communications & Information Technology and the authority of Communications and Information 
Technology ("Government Entities") for a comprehensive and final settlement of the outstanding dispute related 
to commercial services provisioning fees provided by the Company and the licences fees granted to the Company 
for the period from 1 January 2008 to 31 December 2017. In return, the Company is committed to provide capital 
investments in its infrastructure which is in line with the Kingdom's vision to develop the telecommunications 
infrastructure within a period of three years from 1 January 2018 according to the terms and conditions of the 
Settlement Agreement (Referred to as "Target Performance Indicators"). 
 

(b) One of the subsidiaries has an agreement to invest in a fund aiming to improve the telecommunication and 
internet environment for USD 300 million equivalent up to SR 1,125 million as at 31 December 2019 (31 
December 2018: USD 300 million (equivalent up to SR 1,125 million). 

 

22. CONTINGENT LIABILITIES 

(a) The Group has outstanding letters of guarantee amounting to SR 4,514 million as at 31 December 2019 (31 
December 2018: SR 6,597 million). 

 
(b) The Group has outstanding letters of credit as at 31 December 2019 amounting to SR 961 million (31 December 

2018: SR 655 million). 
 

(c) On 21 March 2016, the Company received a letter from a key customer requesting a refund for paid balances 
amounted to SR 742 million related to construction of a fibre optic network. Based on the independent legal 
opinions obtained, the management believes that the customer’s claims have no merit and therefore this dispute 
has no material impact on the financial results of the Group. 
 

(d) The Group, in its ordinary course of business, is subject to proceedings, lawsuits and other claims. However, 
these matters are not expected to have any material impact on the Company’s financial position or on the results 
of its operations as reflected in these interim condensed consolidated financial statements. 
 

(e) The Company has submitted an objection to the appeal committee with respect to GAZT withholding tax 
assessment on international operators’ networks rentals outside Saudi Arabia for the years from 2004 to 2015 
for an amount of SR 2.9 billion. The Company believes that this service should not be subject to withholding tax 
as the Saudi tax regulations do not cover withholding tax on the rental of international operators’ networks as 
well as recognition of source of income is outside Saudi Arabia. Based on the opinions of tax specialists, the  
nature of the services and existing similar cases where the decision was in the favour of the companies in the 
telecom sector, the Company believes that this assessment will not result into any additional provisions. 
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22. CONTINGENT LIABILITIES (CONTINUED) 

(f) The agreement signed with government agencies during the fourth quarter of  2018 includes detailed mechanisms 
relating to the performance indicators that the Company is required to achieve within three years starting from 
2018. The Company has re-evaluated the related provisions in line with the expectations of the target 
performance indicators which shall be reviewed periodically. 

 

23. SUBSIDIARIES 
 

(a) During 2018, STC Kuwait entered into a binding contract to acquire 100% of the total issued shares of Qualitynet 
General Trading and Contracting Company W.L.L. (QualityNet), which operates in Kuwait in the field of 
providing internet services. On 6 May 2019, STC Kuwait completed the acquisition procedures and acquired 
QualityNet’s net assets amounting to KWD 23.8 million (equivalent to SR 294.6 million) with a purchase 
consideration amounting to KWD 29.3 million (equivalent to SR 362.9 million) resulting into a goodwill of 
KWD 5.5 million (equivalent to SR 68.3 million) as per the most updated price purchase allocation reports on 
acquired net assets. 
 

(b) During the third quarter of 2019, STC Pay ownership was transferred from Solutions by STC to the Company 
with no financial impact at the group level. 

 

(c) During the fourth quarter of 2019, the Company increased the capital of the following subsidiaries: 
 

1) Saudi Digital Payments Company (STC Pay) with an amount of SR 300 million with the total capital 
becoming SR 400 million. 

2) Telecommunications Towers Company (TAWAL) with an amount of SR 2,300 million with the total capital 
becoming SR 2,500 million.  
 

(d) During the fourth quarter of 2019, the Company established a special purpose vehicle subsidiary (Smart Zone 
Real Estate Company) with a share capital of approximately SR 107 million. 
 

24.  DIVIDENDS 
 

On 9 Rabi Thani 1440H (corresponding to December 16, 2018) the Board of Directors have approved the Company’s 
dividends policy for the next three years starting from the fourth quarter of 2018, which was approved by the General 
Assembly on 19 Sha`ban 1440H (corresponding to April 24, 2019). The objective of the dividends policy is to 
maintain a minimum level of dividend of SR 1 per share on quarterly basis. The Company will consider and pay 
additional dividend subject to the Board of Directors approval and the General assembly endorsement after 
assessment and determination of the Company's financial situation, outlook and capital expenditure requirements. 
Additional dividends are likely to vary on quarterly basis depending on the company’s performance. 
 

 The dividends policy will remain subject to: 
 

1- Any material changes in the Company's strategy and business (including the commercial environment in 
which the Company operates). 

2- Laws, regulations and legislations governing the sector at which the Company operates. 
3- Any banking, other funding or credit rating covenants or commitments that the company may be bound to 

follow from time to time. 
 

In line with this policy, the Company distributed the following cash dividends during the year ended 31 December 
2019: 
- SR 2,000 million at a rate of SR 1 per share for the fourth quarter of 2018. 
- SR 4,000 million at a rate of SR 2 per share as an additional one-time special dividends for the year 2018. 
- SR 2,000 million at a rate of SR 1 per share for the first quarter of 2019. 
- SR 2,000 million at a rate of SR 1 per share for the second quarter of 2019. 
- SR 2,000 million at a rate of SR 1 per share for the third quarter of 2019. 
 

In line with the same policy, the Company will distribute cash dividends to the shareholders of the Company for 
the fourth quarter of 2019, amounting to SR 2,000 million, at a rate of SR 1 per share. 
 

25. SUBSEQUENT EVENTS 

On 2 January 2020, Uber completed the acquisition deal of Careem company assets. The impact on  Group’s results  
from the sale of its direct investment in Careem Company will be recorded during the first quarter of 2020. 
 

26. COMPARATIVE FIGURES 
 

Certain comparative figures have been reclassified to conform with the classification used for the year ended 31 
December 2019. 




