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The most widely 

acknowledged success is 

the continued growth of 

our market share. By the 

end of 2010, according 

to figures from the 

Telecommunications 

Regulatory Authority 

(‘TRA’), we held 40%  

of the mobile market 

in the UAE.

I am pleased to present our company’s annual report, together with the audited 

financial statements for the year ended 31 December 2010.

2010 represented another year of robust growth and considerable achievements for 

our company, continuing the successful trend of the last four years since we started 

operations. We have done this by maintaining our focus on continued innovation, 

offering value for money, and driving operational excellence, supported by the 

strong leadership of the management team.

We entered 2010 hoping to see a return to the positive sentiment that drove 

the UAE economy so successfully in recent years. We were not disappointed. 

The International Monetary Fund upgraded its GDP forecast for the UAE to 2.4%, 

a modest but healthy growth following contraction in 2009. Throughout the country 

we saw signs of a return to business confidence across a variety of sectors, which 

in turn meant more demand for our company’s diverse products and services.

Against this, we set out to continue delivering sustainable business performance and 

growth, and investing in the development and enhancement of our network, service 

levels and people.

I am pleased to say that we progressed significantly in each of these areas. Net 

profit before royalty increased by 132% to AED 1.2 billion from AED 0.5 billion in 

2009, a tremendous achievement.  In addition we received the determination from 

the Federal Government on the royalty charge for 2010, and will be advised on the 

royalty rate for future years in due course. This determination has enabled us to 

crystallise our liability in respect of royalties payable to the Federal Government. 

The effect of the royalty decision has meant that we achieved a net profit after 

royalty of AED 1.3 billion compared to AED 264 million in 2009. 

The most widely acknowledged success is the continued growth of our market 

share. By the end of 2010, according to figures from the Telecommunications 

Regulatory Authority (‘TRA’), we held 40% of the mobile market in the UAE. 

This is a remarkable achievement in just four years of operation, and a milestone 

which we are extremely proud of.

Ahmad Bin Byat

Chairman

Evolving and growing 
through value creation

Chairman’s message

Chairman’s message

We now have more than 

four million customers 

in the UAE who have 

placed their trust in 

du to support their 

personal and work 

communications needs. 

2010 was a year in 

which we sought to 

identify opportunities 

to deliver further value 

to our shareholders, 

our customers and 

indeed our employees. 

The management team has also made significant progress in optimising our capital 

structure. Throughout the year, we announced a number of financing agreements 

from diversified sources including vendor, bank and equity financing, totalling 

approximately US$ 1 billion. These are intended to support the rapid growth we 

have been witnessing and to enhance our product and service offering to attract 

high-value customers.

Perhaps the most prominent of these was the AED 1 billion rights issue we 

completed in June 2010. This equity offering was a resounding success. Despite 

being taken to market when no other transactions were underway, the offer was 

oversubscribed, which is again something we believe reaffirms the confidence 

shareholders and the markets have in the management and strategies we have 

put in place.

We now have more than four million customers in the UAE who have placed their 

trust in du to support their personal and work communications needs. 2010 was a 

year of evolution for the company, from reinforcing our foundations and supporting 

the growth of our subscriber base, to laying the building blocks for the next phase 

of du’s development.

Another significant milestone was our progression to a cash flow positive status. 

This was a result of business performance during the year and strategic financing 

and investment management.

We also began to diversify in 2010, to identify and nurture new streams of revenue 

for our company beyond the traditional carrier offerings, in services, regional 

connectivity and storage, and mobile TV broadcasting. This diversification initiative 

will enable us to partner with companies that are experts in their specific fields, and 

that complement our core business. Our launch of ‘Anayou’, a social media platform 

for the Arab world, is a step in this direction.

2010 was a year in which we sought to identify opportunities to deliver further 

value to our shareholders, our customers and indeed our employees. We expect 

the groundwork we have put in place in 2010 to accelerate the development of our 

company in 2011.

I would like to end by congratulating the entire team at du for achieving another 

record year of strong performance, while constantly seeking to reach greater 

heights of quality. I would particularly like to extend my thanks to the management 

team who have expertly navigated the company through another successful year.

Finally, I would like to thank you for your unwavering belief in our company, and 

your continued support.

Ahmad Bin Byat

Chairman



Our ongoing efforts 

to provide innovative 

products and services 

that directly address 

the communications 

needs of individuals 

and businesses, saw us 

achieve record revenues 

of AED 7.1 billion in 2010.

I am delighted to report that 2010 has been another successful year for our 

company, building on what has been an extraordinary period of growth for du 

since start of operations in 2007. Our financial results exceeded expectations and 

across the business our people, processes, products and services delivered on all 

fronts. In addition to record revenue growth we achieved company-wide operational 

efficiencies, while maintaining ongoing investment in our network. 2010 was also a 

year of evolution for du, as we began to diversify our business and future income 

streams through the establishment of EITC Investment Holdings Company.

Record results and strengthened market position
Our ongoing efforts to provide innovative products and services that directly 

address the communications needs of individuals and businesses, saw us achieve 

record revenues of AED 7.1 billion in 2010. This equates to an annual growth of 32%, 

one of the highest levels for the telecom sector in the entire region. We now have 

a market share of almost 40% in the UAE, an incredible feat in just four years of 

operation. Customers want what we have to offer: quality, innovation and value for 

money. This is clear from the 856,000 new customers who joined us in 2010, taking 

our mobile customer base to over 4.3 million. Our revenues benefited not only from 

customer additions but also from increased usage, particularly data given the rapid 

take up of smartphones in the UAE, leading to one of the healthiest ARPU (Average 

Revenue Per User) levels in this region according to financial analysts.

Robust financial health
Over the course of 2010, management has also focused on strengthening the 

business after a period of substantial growth and transformation. A variety of cross-

functional initiatives were started in 2010 to drive cost optimisation and continuous 

efficiency improvements. These were implemented across the company through the 

work and dedication of our employees, leading to our highest ever EBITDA of AED 2 

billion in 2010 and net profit before royalty of AED 1.2 billion, which is an increase of 

132%. We are conscious that the story of efficiency is not a one year story, and this is 

something we will continue to focus on as the company grows.

Our finest asset, our people
Our employees are the engine that drives our company. We are acutely aware that 

without the quality, commitment and enthusiasm of our staff such excellent results 

would not be achievable. As such we strive to train and motivate our employees 

and continue to seek to be an employer of choice for talent in the UAE. This year we 

introduced a new training programme - ‘Great Managers’ - to recognise and cultivate 

managers with ambition and potential. Our ongoing Emiratisation programme 

has also delivered strong results, increasing the number of Emiratis to 23% of the 

total workforce, of which one in three are executive managers. In order to maintain 

this trend, we launched a new graduate training programme in 2010 called Masar 

(meaning ‘career path’ in Arabic), which has proven to be highly successful.  

We feel confident that 

we are entering 2011 on 

a strong footing and 

are well positioned to 

take advantage of new 

opportunities. 

Our ongoing 

Emiratisation 

programme has also 

delivered strong results, 

increasing the number 

of Emiratis to 23% of 

the total workforce, of 

which one in three are 

executive managers. 

Results of studies by Gallup have shown that our employee engagement 

has improved significantly over the past two years, with double the number 

of employees now engaged year on year, placing us near the top quartile of 

companies worldwide. This is resulting in performance improvements across the 

board. Supporting our efforts to train high performing, driven employees, Gallup 

research demonstrates that companies with “highly engaged” workforces financially 

outperform their peers by a factor of 170%.

Long term diversified strategy
Beyond our continued focus on customers, 2010 was a defining year for us. 

As we are now entering a more mature phase in the life of our company, we are 

expanding our horizons from pure growth to driving value by seeking to launch new 

diversification initiatives through the establishment of EITC Investment Holdings 

Limited. This new entity has the strategic goal of identifying and nurturing new 

market and revenue growth opportunities that are adjacent to telecoms. We already 

have a number of initiatives underway and in 2010 launched the first of these, 

Anayou, a multi screen platform designed to facilitate the delivery of digital services 

through the internet, mobile and set-top TV for the very rapidly growing 21st century 

digital Arabia generation.

Entering 2011 stronger than ever before
2010 has been an outstanding and defining year for du, largely as a result of our 

unwavering focus on our mission: to delight our customers, be the employer 

of choice for the best talent, create optimal value for our shareholders through 

business excellence and innovation, and proudly contribute to the transformation 

of our community.

We feel confident that we are entering 2011 on a strong footing and are well 

positioned to take advantage of new opportunities. Extensive preparations have 

been made for a competitive fixed line market, and I am pleased to say we are now 

able to take full advantage of this and other market developments.

I would like to thank each and every employee within the du family for their continued 

hard work, perseverance and support in seeking to deliver the best service in the 

market to our customers. My gratitude also goes to our shareholders for their 

continuous faith evidenced particularly through the oversubscription to the rights 

issue that we successfully executed in the past year and I would like to especially thank 

the members of The Board of Directors for their support and commitment.

We all look to the future with confidence and ambition.

Osman Sultan

Chief Executive Officer
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CEO’s review

CEO’s review

Osman Sultan

Chief Executive Officer

Elevating our performance

TOPLINE GROWTH
Acquiring market share

VALUE SHARE
Maintaining ARPU

VALUE CREATION
Delivering efficiency & profitability 
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Board of Directors

Board of Directors

Ahmad Bin Byat
Chairman 

H.E. Ahmad Bin Byat is 
considered one of the most 
well known corporate leaders 
in Dubai, occupying several 
high-ranking positions including 
CEO of Dubai Holding and 
Director General of the Dubai 
Technology and Media Free 
Zone Authority. 

Currently, H.E. is also 
Executive Chairman of TECOM 
Investments, Executive 
Chairman of Dubai Real Estate 
Corporation and a member 
of the board of trustees for 
Zayed University and Dubai 
School of Government.

Younis Al Khoori
Vice Chairman 

Younis Al Khoori is the 
Undersecretary at the 
Ministry of Finance and 
is also on the Board of 
Directors for UAE 
Central Bank, Al Hilal Bank 
and Vice Chairman of 
Emirates General Petroleum 
Corporation (EMARAT).

Fadhel Al Ali
Board Member 

Fadhel Al Ali is the Executive 
Chairman of Dubai Holding – 
Operations, and manages the 
Dubai Holding Corporate Office 
as well. 

In addition to being on the 
Executive Committe of Dubai 
Holding and several of its 
entities including Jumeirah 
Group, Dubai Group and 
Dubai International Capital, 
he is also on the Board of 
Directors for Bourse Dubai, 
Dubai Bank, Dubai First, 
Dubai Financial Services 
Authority and Bank Islam 
in Malaysia.

Abdulhamid Saeed
Board Member 

Abdulhamid Saeed plays 
a major role in Government 
bodies as a Board Member 
of the Abu Dhabi Securities 
Exchange and Emirates 
Investment Authority.

He is also Chairman of Aseel 
Islamic Finance Managing 
Director and a member of the 
Board of First Gulf Bank, Vice 
Chairman of First Gulf Libyan 
Bank and Managing Director 
of Reem Investments. 

Eissa Mohamed 
Ghanem Al Suwaidi 
Board Member 

Eissa Al Suwaidi is currently 
an Executive Director of 
Abu Dhabi Investment 
Council and a Director of 
Arab Banking Corporation, 
Abu Dhabi National Oil 
Company for Distribution, 
International Petroleum 
Investment Company, Abu 
Dhabi Fund for Development 
and Emirates Investment 
Authority. 

In addition to these roles, 
Eissa also serves as the 
Chairman of Abu Dhabi 
Commercial Bank and Vice 
Chairman of Arab Banking 
Corporation-Egypt. 

Jassem Mohamed 
Al Zaabi
Board Member 

Jassem Mohamed Al Zaabi 
is the Executive Director 
of the Information and 
Communications Technology 
(ICT) Unit of Mubadala. 

Jassem is the CEO of Yahsat, 
an Abu Dhabi based satellite 
communications company 
and is Chairman of Injazat 
Data Systems. He serves 
on the Board of Directors of 
Emerging Markets Telecom-
munication Services Limited, 
TwoFour54, Advanced 
Technology Investment 
Company (ATIC), Abu Dhabi 
Ports Company (ADPC) and 
Abu Dhabi Ship Building 
(ADSB). 

Ziad Galadari 
Board Member 

Ziad Abdulla Galadari is 
the Founder and Principal 
of Galadari & Associates 
and has been practicing as 
Advocate, Legal Advisor and 
Arbitrator since 1983. He is 
the Chairman of Galadari 
Investments LLC. and a 
member of the Board of 
Directors of Dubai World 
Trade Centre and DANA Gas. 

Waleed Al Muhairi
Board Member 

Waleed Ahmed Al Mokarrab 
Al Muhairi is the Chief 
Operating Officer of 
Mubadala Development 
Company. 

He also serves as Chairman 
of the Board of Directors 
of Yahsat, Mubadala 
Infrastructure Partners, 
Advanced Technology 
Investment Company (ATIC) 
and Cleveland Clinic Abu 
Dhabi. He is Vice Chairman 
of Tabreed and a Director 
of AMD, Piaggio Aero 
Industries and Abu Dhabi 
Future Energy Company 
(Masdar).

Abdulla Al Shamsi
Board Member 

Abdulla Hamad Rahma 
Al Shamsi is currently the 
General Manager of United 
Arab Shipping Agencies Co. 
(Emirates). 

He is also the Vice President 
of Dubai Shipping Agents 
Association and Executive 
Director of Trans-Emirates 
Energy (LLC).
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Our culture of never becoming complacent has enabled 

us to achieve a great deal in 2010. We pride ourselves 

on having an entrepreneurial atmosphere, where 

everyone is constantly seeking to drive performance.

In 2010, more people chose du as their provider of 

choice than any other carrier, with more than 855,000 

mobile customers added during the year, reaching 

a total of 4.3 million. Of these, more than 122,500 

post-paid contracts were signed, increasing the total 

number of customers by 89% year on year, and a real 

testament to the value-added products and services 

that we have developed and launched.

Fixed line customers also grew by 38% overall to reach 

560,900, with broadband reaching 95,900, representing 

a 32% increase in total numbers year on year.

In order to better serve this growing base of 

customers, we have increased the number of partner 

outlets from 3,880 in 2009 to more than 5,000 in 

2010, while increasing the number of our own shops 

from 33 to 37 during the same period.

We also established a franchising model and have 

received great interest from entrepreneurs and 

retailers in the sector, each of whom brings specialised 

knowledge and expertise. This will enable us to expand 

our footprint and open more shops, which will be 

an important element of growth once the fixed line 

infrastructure sharing agreement comes into effect.

In seeking to enhance the retail brand experience in 

two key high-traffic areas in Abu Dhabi and Dubai, 

we opened two flagship stores, providing people 

with accessible, strong teams of customer service 

professionals in an involving, engaging and immersive 

brand environment which offers a best-in-class retail 

experience in our sector. We also introduced many 

new initiatives across all core business areas of the 

company, including new training programmes, 

processes and innovative new technologies. We expect 

to see the benefits of these efforts begin to show in 2011.

All of these initiatives were complemented by ongoing 

product and service innovations. In 2010, our customers 

were presented with more than one new offering 

every week, designed to better meet their daily needs.

In order to enable our broadband customers to 

better enjoy online content, in the second quarter 

we launched our Real Broadband services under 

the banner ‘Talk, Surf and Watch’. The launch also 

transformed the pricing model of broadband in the 

UAE, providing rates that are comparable to other 

international markets. The 42.2 Mbps broadband 

service, launched through our mobile networks, 

represents the fastest mobile data network in the 

region and one of the fastest services in the world.

We also sought to address the under-served small 

and medium sized enterprises (SME) market , and 

launched a new Business Super Plan which, along 

with a new smartphone package, provides an 

office-on-the-move solution that enables customers 

to budget and plan expenditure.

At the end of 2009, and throughout 2010, we began 

to develop propositions that target high-end users. 

As part of this, in an effort to attract high-value post-

paid customers, we launched a new product called 

Elite Super 100, which offers bundled services that 

meet customers’ voice, text and data needs. iPhone, 

Blackberry and other smartphone packages were also 

introduced, including the eagerly anticipated iPhone 4 

which has so far performed well.

We also simplified our tariff structure in 2010. As an 

example, we introduced the One World Plan to drive 

international call traffic and One World One Rate 

service for mobile internet while roaming to encourage 

data consumption.

As a result of all of these initiatives, our innovative 

products and services and our commitment to 

our customers, we have sustained strong average 

revenue per user (ARPU) ending the year at AED 125.

Our achievements
in 2010
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In 2010, more people chose 
du as their provider of choice 
than any other carrier.

In seeking to enhance the retail 
brand experience in two key 
high-traffic areas in Abu Dhabi 
and Dubai, we opened two 
flagship stores.

In 2010, our customers were 
presented with more than 
one new offering for every 
week, designed to better 
meet their daily needs.
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We have done all of this with an underlying drive 

for efficiency, and have received significant external 

recognition, including being the first telecom operator 

in the MENA region to be awarded the CIPS certificate 

by the Chartered Institute of Procurement and Supply.

Driving continuous improvements
As part of our continual drive to improve performance, 

in 2010 we focused the efforts of our Programme 

Management Office on optimising operations. Our 

objective has always been to identify areas for potential 

improvement, and promote cross-functional strategies 

to drive solutions and improve results across the 

business, from basic operational elements to advanced 

network developments.

As part of these efforts, we launched our Customer 

Excellence programme, which has been created with 

the objective of improving the customer experience, 

ensuring they receive more timely, friendly and 

effective services in our shops, from our call centres 

or through our online self-care service. Our customers 

remain extremely important to us, and while we have 

rapidly acquired market share, we are committed to 

minimising attrition rates.

We have launched numerous customer service 

enhancement initiatives and we expect to make 

significant progress in 2011.

Furthermore, we have increased the efficiency of 

our new order management systems in our fixed 

line business. We have managed to automate a 

significant part of the customer activation process, 

greatly benefiting us and our customers by reducing 

complexity. As a result, we have been able to add 

almost 100,000 fixed line customers with no increase 

in resources.

In addition, our network inventory was integrated 

into workflows to drive further efficiencies and 

improvements in issue resolution times.

Prior to 2010, we worked to support customers being 

serviced on old legacy systems. Following the successful 

migration of all our home services customers from these 

old legacy systems in 2009, we focused efforts in 2010 

on migrating business customers that remained on 

legacy systems onto our central platform. More than 

70% of these business customers have now been 

migrated across and those remaining will be moved 

over in early 2011. This will enable us to offer a greater 

range of services in the business segment and realise 

significant operational efficiencies.

Embedding our culture
We believe in the importance of our people. From 

department heads to the customer-facing colleagues, 

we genuinely believe that our people are our 

greatest asset and we pride ourselves on having 

built a company that has created such a mature 

culture in just four years. This achievement has been 

recognised by Gallup, who conducted a follow-up 

study in 2010 which showed strong improvements 

in employee engagement. In 2010 we also launched 

an organisational culture-creation programme called 

‘we are du’, to ensure our people fully understand our 

brand values and their behaviour is shaped by these 

values. We are planning to extend this programme to 

partner employees in 2011.

Our hiring policy has played a significant role in 

creating more career development opportunities for 

our employees, with approximately 60% of the vacant 

positions in 2010 being filled internally. Such results 

clearly demonstrate the loyalty and affinity employees 

feel towards our company.

We also launched Masar (meaning ‘career path’ in 

Arabic), our enhanced graduate training programme, 

which shows people a clear future and career path that 

they can follow if they join us.

In addition to recognising brand value champions, 

encouraging the spirit of peer recognition and being 

brand ambassadors, we launched an internal awards 

programme – ‘Great Managers’ – for staff who have 

delivered strong results, strengthened employee 

engagement and driven behaviour aligned with our 

brand values.

In addition, we also introduced tailored incentive 

schemes to support specific sales campaigns and 

initiatives. Incentive schemes were also cascaded 

down to tier two and three staff in 2010.

Happy, well-incentivised people deliver better 

performance, and we are already seeing the fruits of 

our investments in our people.

In order to better monitor and manage performance, 

we also operate an employee performance 

management system which has been rated by Gallup 

as ‘industry-leading’, linking pay to performance. 

This is benchmarked against many of the world’s 

leading global companies. In 2010, we introduced 

the Balanced Score Card (BSC) to further enhance 

strategy execution, and reward results delivery.

Our achievements in network & information 
technology
As we entered 2010 with almost full market coverage, 

our efforts for the year were focused on three main 

areas – ensuring reliability of the network, driving 

efficiency throughout our network operations and 

expanding capacity to meet the growing needs of 

customers as they are presented with new online 

features and services. Our success in delivering 

across these areas has gained worldwide recognition, 

through awards such as Best Content Delivery 

Service from Digital Studio, to being cited as a leader 

in innovation and creativity through the prestigious 

IS Security Architecture award, presented during the 

2010 Architecture World Conference.

Reliability is critical in a world that is powered by 

telecommunications infrastructure, from voice through 

We expect to continue to see 
many visible improvements 
across the whole of du’s 
operations in 2011 as a result 
of the ongoing continuous 
improvements and customer 
excellence programmes we 
have developed and initiated.
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Our objective has always been to 
identify areas for potential improvement, 
and promote cross-functional strategies 
to drive solutions and improve results 
across the business.

Our hiring policy has played a significant 
role in creating more career development 
opportunities for our employees, with 
approximately 60% of the vacant positions 
in 2010 being filled internally.

Happy, well-incentivised 
people deliver better per-
formance, and we are already 
seeing the fruits of our 
investments in our people.
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to internet and TV. We have invested more than 

AED 7 billion on network infrastructure and systems 

over the past four years, ensuring the best possible 

levels of reliability.

2010 saw us increase capacity by upgrading our 

packet core switch in anticipation of further growth 

in network usage. We also added 1,384 new sites in 

order to maintain strong signal levels.

On our fixed line infrastructure, we adopted a Gigabit-

capable Passive Optical Network (GPON) system 

which ensures more efficient bandwidth allocation to 

broadband users.

We also activated a second submarine cable landing 

station in Fujairah. If one cable is damaged and 

inoperable, the second cable can still maintain 80% of 

the overall traffic, providing uninterrupted service to all 

of our customers.

The second submarine cable and landing station also 

improve profitability by reducing our need to use 

capacity from other carriers during peak times, or in 

the event of an incident that interrupts our original 

sub-marine cable.

Capacity was also further increased for customers 

with the introduction of High Speed Packet Access 

(HSPA) and dual carrier HSPA+, which enable us to 

offer the fastest connection speeds in the region, and 

make us one of the first five telecom operators in the 

world to offer download speeds up to 42.2Mbps.

A significant milestone in the development of our 

network in 2010 was the migration to an IP network that 

has enabled the convergence of our fixed and mobile 

networks. We now have a common IP core for both 

fixed and mobile networks, which means we have one 

vehicle that runs all network operations, a feat very few 

operators have achieved. The result is a highly efficient 

system that requires fewer resources to operate it – from 

man-hours to hardware such as servers.

Throughout the year we were also able to deliver 

more products and services by increasing the output 

of our product and service delivery as a result of 

managing the process more efficiently.

In 2010 we created a disaster recovery site which hosts 

our business-critical data and applications. This gives 

us business continuity, and is also used for pre-release 

testing of our propositions, to ensure reliability.

Finally, we have scaled up all of our fixed line 

systems and hardware in preparation for the 

national expansion of our fixed line business after the 

infrastructure sharing agreement comes into effect.

Our community involvement
In addition to our ongoing community involvement 

efforts, such as blood donation drives, the Ramadan 

Cup Football Tournament, and our continuing work 

to help those less fortunate such as providing 70,000 

meals during Ramadan, we launched a number of new 

community initiatives.

Education has been and will remain an important 

part of our CSR strategy. In 2010, we formalised a 

partnership with the American University of Dubai 

to provide free Internet access for the University’s 

students, in line with our commitment to developing 

Emirati talent.

We also sought to support expatriates by extending 

reduced calling rates to Pakistan during the flooding in 

the summer of 2010 to help maintain contact between 

family and friends. In addition, our employees also 

raised more than AED 140,000 for disadvantaged 

orphans and victims of the flooding in 2010.

A key corporate citizenship focus in 2010 was the 

‘Pink Ribbon Initiative’, which was launched to support 

breast cancer awareness. This was designed to build 

solidarity for the cause, increase awareness and raise 

funds. The entire pink ribbon concept was reflected 

across du’s digital channels and our employees 

participated in a Pink Walkathon to promote 

awareness around the disease. An educational video 

was also created by Dr. Mansoor, our Director of 

Medical and Occupation Health Services, which was 

showcased at our retail outlets.
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Our success in delivering in these 
areas has gained worldwide 
recognition, through awards such 
as Best Content Delivery Service 
from Digital Studio.

Our employees also raised 
more than AED140,000 for 
disadvantaged orphans and 
victims of the flooding in 2010.
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Evolving and growing 
through value creation



Why we have created EITC Investment 
Holdings Limited
It is widely recognised that we have built a very strong 

core telecommunications business in the UAE, proven 

by the significant market share we have acquired in just 

four years. However, we recognise that there is only so 

much growth that can be derived from a market of just 

six million people.

Throughout 2009 and the planning process at the 

beginning of 2010, a key issue we discussed internally 

was how the next phase of growth would evolve. The 

option of expanding our geographical footprint by 

becoming a telecoms carrier in additional markets 

would involve significant commitment of capital.

We were keen to remain close to our area of expertise, 

and so began to look for opportunities adjacent to 

telecommunications, which presented new innovative 

business models that could deliver further growth 

and create value for shareholders. Creating new value 

by increasing the scope of our business allows us to 

remain focused on our core business while exploring 

new opportunities at the same time.

While in 2009 this was a business development activity, 

we made the strategic decision in 2010 to formalise 

the activities and put a more structured investment 

function in place to accelerate development. This came 

in the form of EITC Investment Holdings Limited, a new 

legal entity. This new division will build up and execute a 

portfolio of new business projects in collaboration with 

various partners.

What it does and how it complements our core 
business
Through EITC Investment Holdings Limited, we partner 

with specialised product and service providers that 

are aligned with the telecommunications industry in 

order to secure new revenue streams and pursue value 

creation for shareholders.

Our evolution
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Creating new value by increasing 
the scope of our business, allows 
us to remain focused on our core 
business but at the same time 
explore new opportunities.

Anayou is a platform that, for the 
very first time, will enable carriers 
across the region to deliver ‘over 
the top’ content and derive revenue 
in addition to the data usage.

Evolving and growing through value creation

Evolving and growing through value creation

We expect four distinct projects 
to begin the transformation journey.

Evolution of the business portfolio 

Content

Moble TV Broadcasting

(UAE)

Digital Platform

(Regional)

Traffic Hub/

Data Centre 

(Regional)

Digital Lifestyle

(UAE)

Transport Lifestyle
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In 2010, we initiated five separate projects with various 

partners, some of which have been made public and 

some that are still in development.

Anayou is one of the most prominent projects that 

has already been launched and that we are very proud 

of. Until recently, telecom network operators have 

not made revenue on ‘over the top’ content (content 

that is delivered on top of the operator’s service, 

without the need for additional technology), other 

than through traffic usage. Anayou is a platform that, 

for the very first time, will enable carriers across the 

region to deliver ‘over the top’ content and derive 

revenue in addition to the data usage.

Focus
An example of the areas that EITC Investment 

Holdings Limited is focused on includes digital 

platform services.

Anayou has been conceived as an open ecosystem, 

and can be likened to a ‘digital mall’. We launched 

this on 10th October, 2010. Anayou has three 

underlying businesses – Business-to-Consumer, 

which provides digital services, content and 

applications for consumers; Business-to-Business, 

which provides digital services for businesses, 

including digital advertising, digital commerce and 

digital content; and Business-to-Operator, which 

provides digital services for telecom operators, 

including digital advertising, digital commerce and 

digital content. It has been conceived for three screens 

(TV, computer and mobile) and three languages. 

Anayou has already established a broad portfolio 

of partnerships with key players such as Rotana, 

Eurosport, F4, Hungama, Accenture and Funambol 

and is beginning to build momentum.

Mitigating risk
We are able to mitigate the risk that du is exposed 

to by partnering with companies that are highly 

specialised and knowledgeable in their field, and are 

yet to launch their new business. More importantly, 

the financial risk is also mitigated through milestone-

based controlled investments.

The management teams of the businesses that we 

invest in constantly have to demonstrate performance 

in order to qualify for the next round of funding.

Attractive to other regional telecom carriers
The projects and services being developed may also 

be attractive to other telecom operators in the region, 

who are seeking to diversify their revenues streams. 

du will benefit from any uptake from these peers 

across the region.

This will enable du to expand regionally without having 

to invest in capital intensive infrastructure build-outs.

What we can expect in 2011
In addition to Anayou we are expecting two more 

ventures to be activated and launched in 2011. These 

may not deliver to the bottom line initially, as they are 

new businesses that we are nurturing and growing, 

however we foresee strong, diversified revenue 

streams in the future.
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In 2010 we won a number of awards:
• Best Investor Relations by CFO for Middle East (2010), Middle East Investor Relations Society

• Placed fifth in Standard & Poor’s new Hawkamah Pan Arab Environment, Social and Governance (ESG) Index

• Best Content Delivery award for its revolutionary TV services at Digital Studio Awards 2010

• Cisco Networkers 2010 presented du with two awards for The Most Innovative Service Provider: 

   Service Offering of the Year, and the award for The Most Innovative Mobility Project

• Prestigious ISO 27001:2005 awarded for du’s Information Security Management System

• du was named a UAE Superbrand, voted for by over 2,500 professionals against strict criteria laid down 

   by the Superbrands Council

• IS Security Architecture award presented during renowned Architecture World Conference 2010

• Metropolitan Infrastructure Innovation award presented for our IPTV service at the 

   Global Telecoms Business Awards 2010

• 2010 UAE Product Line Leadership Award received for Innovation in Business Mobile

• Global Telecoms Business’ GTB Power 100 List 2010 named Osman Sultan as one of the 

   100 most powerful executives in telecoms throughout the world. 

• Middle East’s Digital Broadcast power list placed broadcast services director Mohamed Saeed Al Shahi 

   at number 18 for his efforts in broadcast technology and service innovation.

• World Teleport Association Independent Top Twenty awards ranked du among the top teleports in 

   the world for our state of the art teleport Samacom, the leading regional operator of satellite support services 

   throughout the Middle East and Asia. 

• SME Stars of Business Awards 2010 selected du as the best provider in the category ‘ICT support and 

   services’ for business. The award celebrated our success in providing top-of-the-line ICT-related support and 

   services aimed towards SME business customers.

• ICT Achievement Awards 2010 presented du with the Telecommunications Deployment of the year award, 

   acknowledging our cutting-edge End-to-End Security Strategy programme

2010
• Established and launched 

   du Investments

• Consolidating position 

   in mobile market, 

   expanding market share

• Optimising operations

• Expanding capacity 

   in fixed business

• 4.3 million subscribers

2008
• Building market share

• 2.5 million subscribers

2011
• Optimising operations

• Ramping up du Investments

2009
• Seeding investment vehicle

• 3.5 million subscribers

2007
• Establishing operations

• Building market share

• 1.2 million subscribers

Milestones Awards
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As at 31 December   2010 2009
 Note AED 000 AED 000

Non-current assets   
Property, plant and equipment 6 6,689,267  6,107,216 
IT software 7.1 423,846  450,220 
Telecommunications licence fee 7.2 94,226  100,452 
Indefeasible right of use 7.3 91,510  100,080 
Goodwill  549,050  549,050 
 
Total non-current assets  7,847,899  7,307,018 
 
Current assets   
Deferred fees 7.4 4,387  5,923 
Inventories  47,300  38,931 
Accounts receivable 9 1,122,401  900,865 
Other receivables 10 418,369  103,961 
Due from a related party 8.1 94,336  163,847 
Prepayments  199,508  142,096 
Cash and cash equivalents 11 2,785,478  869,264 
 
Total current assets  4,671,779  2,224,887 
 
Current liabilities   
Notes payable 12.1 - 142,868 
Accounts payable and accruals 13 3,209,773 3,479,687 
Due to a related party 8.1 78,109  54,287 
Current portion of long term bank borrowings 12.2 3,153,580  - 
 
Total current liabilities  6,441,462  3,676,842 
 
Net current liabilities  1,769,683 1,451,955 
 
Non-current liabilities   
Employee benefits 14 77,714  63,523 
Long term bank borrowings 12.2 904,735  3,000,000 
 
Total non-current liabilities  982,449  3,063,523 
 
Net assets  5,095,767  2,791,540 
 
Represented by:   
Share capital 15 4,571,429  4,000,000 
Share premium 16 393,504  - 
Share based payment reserve  17 46,345  17,482 
Statutory reserve 18 157,868  26,825 
Accumulated losses  (73,379) (1,252,767)
 
Shareholders’ equity  5,095,767  2,791,540 
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Ahmad Bin Byat 
(Chairman)

Osman Sultan
(Chief Executive Officer)

The financial statements were approved on 02 March 2011 by: 

The notes set out on pages 
31 to 54 form an integral part 
of these financial statements.

The Independent auditors’ 
report is set out on page 26. 

The Shareholders 
Emirates Integrated Telecommunications Company, PJSC 

Report on the consolidated financial statements
We have audited the accompanying consolidated financial 
statements of Emirates Integrated Telecommunications 
Company PJSC (“the Company”) and its subsidiaries, 
which comprise the consolidated statement of financial 
position as at 31 December 2010, the consolidated 
statements of comprehensive income, changes in equity 
and cash flows for the year then ended, and notes, 
comprising a summary of significant accounting policies 
and other explanatory information. 

Management’s responsibility for the consolidated 
financial statements
Management is responsible for the preparation and fair 
presentation of these consolidated financial statements 
in accordance with International Financial Reporting 
Standards, and for such internal control as management 
determines is necessary to enable the preparation of 
consolidated financial statements that are free from 
material misstatement, whether due to fraud or error. 

Auditors’ responsibility
Our responsibility is to express an opinion on these 
consolidated financial statements based on our audit. 
We conducted our audit in accordance with International 
Standards on Auditing. Those standards require that we 
comply with ethical requirements and plan and perform 
the audit to obtain reasonable assurance about whether 
the consolidated financial statements are free from 
material misstatement. 

An audit involves performing procedures to obtain 
audit evidence about the amounts and disclosures in 
the consolidated financial statements. The procedures 
selected depend on our judgment, including the 
assessment of the risks of material misstatement of 
the consolidated financial statements, whether due 
to fraud or error. In making those risk assessments, 
we consider internal control relevant to the entity’s 
preparation and fair presentation of the consolidated 
financial statements in order to design audit procedures 
that are appropriate in the circumstances, but not for the 

purpose of expressing an opinion on the effectiveness 
of the entity’s internal control. An audit also includes 
evaluating the appropriateness of accounting policies 
used and the reasonableness of accounting estimates 
made by management, as well as evaluating the overall 
presentation of the consolidated financial statements. 

We believe that the audit evidence we have obtained is 
sufficient and appropriate to provide a basis for our 
audit opinion. 

Opinion 
In our opinion, the consolidated financial statements 
present fairly, in all material respects, the consolidated 
financial position of the Company as at 31 December 
2010, and of its consolidated financial performance and 
its consolidated cash flows for the year then ended 
in accordance with International Financial Reporting 
Standards and comply with the relevant Articles of the 
Company and the UAE Federal Law No. 8 of 1984 
(as amended). 

Report on other legal and regulatory requirement
As required by the UAE Federal Law No. 8 of 1984 
(as amended), we further confirm that we have obtained 
all information and explanations necessary for our audit, 
that proper financial records have been kept by the 
Company, a physical count of inventories was carried 
out by the management in accordance with established 
principles, and the contents of the Directors’ report 
which relate to these consolidated financial statements 
are in agreement with the Company’s financial records. 
We are not aware of any violation of the above 
mentioned Law and the Articles of Association having 
occurred during the year ended 31 December 2010, 
which may have had a material adverse effect on the 
business of the Company or its financial position.

KPMG
Vijay Malhotra
Registration No. 48B
02 March 2011
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As at 31 December   2010 2009
 Note AED 000 AED 000

Cash flows from operating activities   
Net cash flows before changes in working capital 25 2,151,051 843,576 
Change in inventories  (8,369) 14,031 
Change in accounts receivable  (221,536) (301,420)
Change in prepayments  (57,412) (28,053)
Change in other receivables  (314,408) 2,314 
Change in accounts payable and accruals  (50,973) 475,733 
Change in amounts due from a related party  69,511 (10,003)
Change in amounts due to a related party  23,822 (5,261)
Change in long term portion of Executive Share Option Plan  - (9,954)
Change in deferred fees  1,536 (5,810)
Payment of employee benefits  (6,198) (2,341)
 
Net cash generated from operating activities   1,587,024 972,812 
 
 Cash flows used in investing activities   
Purchase of property, plant and equipment  (1,372,424) (1,623,824)
Proceeds from disposal of property, plant and equipment  1,193 -
Purchase of IT software  (128,928)  (94,159)
Payment of telecommunications license fee  - (49,800)
Finance income  50,862 6,057 
Finance expense  (102,199) (12,774)
Other income  306 32,374 
 
Net cash used in investing activities  (1,551,190) (1,742,126)
 
Cash flows from financing activities   
Notes payable  (142,868) 142,868 
Issuance of share capital  571,429 -
Share premium  393,504 -
Long term borrowings  1,058,315 225,000 
 
Net cash generated from financing activities  1,880,380 367,868 
 
Net increase/(decrease) in cash and cash equivalents  1,916,214 (401,446)
Cash and cash equivalents at beginning of the year   869,264 1,270,710 
 
Cash and cash equivalents at end of the year  11 2,785,478 869,264 

As at 31 December   2010 2009
 Note AED 000 AED 000

Revenue  7,074,097 5,338,699 
Cost of sales   (2,473,791)  (1,831,347)
 
Gross profit  4,600,306 3,507,352 
 
   
General and administrative expenses 19  (3,306,525)  (3,044,490)
Finance income 21 50,862 6,281 
Finance expense 21 (102,199)  (12,998)
Other (expense) / income 22 (16,346) 72,103 
 
Profit before Royalty  1,226,098 528,248 
   
Change in estimate for prior years’ Royalty 23 268,248 -
   
Royalty 23 (183,915) (264,124)
 
Profit for the year  1,310,431 264,124 
 
Profit and comprehensive income attributable 
to shareholders of the Company  1,310,431 264,124 
 
Earnings per share (AED) 24 0.31 0.06
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The notes set out on pages 
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of these financial statements.
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report is set out on page 26. 
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Consolidated statement 
of changes in equity

For the year ended 31 December 

At 1 January 2009 4,000,000 - - 412 (1,490,478) 2,509,934
Profit for the year - - - - 264,124 264,124
Transfer to share based 
payment reserve - - 17,482 - - 17,482
Transfer to statutory reserve - - - 26,413 (26,413) -
  
At 31 December 2009 4,000,000 - 17,482 26,825 (1,252,767) 2,791,540
  
At 1 January 2010 4,000,000 - 17,482 26,825 (1,252,767) 2,791,540
Issue of additional share capital 571,429 - - - - 571,429
Share premium - 393,504 - - - 393,504
Profit for the year - - - - 1,310,431 1,310,431
Transfer to share based 
payment reserve  - - 28,863  - - 28,863 
Transfer to statutory reserve - - - 131,043 (131,043) -
  
At 31 December 2010 4,571,429 393,504  46,345  157,868  (73,379) 5,095,767

 Share 
 capital

(Note 15)
AED 000

 
 Share 

 premium
(Note 16)
AED 000

 Share based 
 payment

reserve
(Note 17)

AED 000

 
Statutory 

reserve
(Note 18)
AED 000

 Accumulated 
losses 

AED 000
 Total

AED 000

Notes to the consolidated 
financial statements

1 Legal status and principal activities

Emirates Integrated Telecommunications Company PJSC (“the Company”) is a public joint 
stock company with limited liability. The Company was incorporated according to Ministerial 
resolution No. 479 of 2005 issued on 28 December 2005. The Company was registered 
in the commercial register under No. 77967. The principal address of the Company is 
P.O Box 502666 Dubai, United Arab Emirates. The consolidated financial statements of 
the Company as at 31 December 2010 comprises the Company and its Subsidiary.

The Company’s principal objective is to provide fixed, mobile, broadband, broadcasting 
and associated telecommunications services in the UAE. The commercial operations of 
the Company commenced on 11 February 2007.

During the year, the Company established a wholly owned subsidiary; EITC Investment 
Holdings Limited (“the Subsidiary”) incorporated as an offshore company in accordance 
with the offshore companies regulations of Jebel Ali Free Zone of 2003. 

The principal objective of the Subsidiary is to hold investments for new non-core business 
activities in which the Company wishes to invest in the future, such as content, media, data 
and value added services for telecommunications. At 31 December 2010 there had been 
no commercial activities within the Subsidiary. 

2 Basis of preparation

i Statement of compliance
These consolidated financial statements have been prepared in accordance with the 
International Financial Reporting Standards (“IFRS”) and its interpretations adopted by the 
International Accounting Standards Board (“IASB”) and the requirements of UAE Federal Law 
No. 8 of 1984 (as amended).

ii Adoption of new accounting standards
The same accounting policies and methods of computation have been followed in these 
consolidated financial statements as compared with the Company’s recent 2009 annual 
audited financial statements except for the adoption of the following which have not had 
any significant impact on the consolidated financial statements of the Company. 

IFRS 8 Operating segments: Disclosure of information about segment assets.
IAS 7 Statement of cash flows: Classification of expenditures on unrecognised assets.
IAS 17 Leases: Classification of leases of land and buildings.
IAS 36 Impairment of assets: Unit of accounting for goodwill impairment test.

iii Basis of consolidation
A subsidiary is an entity controlled by the Group. The financial statements of a subsidiary 
is included in the consolidated financial statements from the date that control commences 
until the date that control ceases. 

iv Basis of measurement 
These consolidated financial statements have been prepared under the historical 
cost convention. 

v Functional and presentation currency 
These consolidated financial statements are presented in United Arab Emirates Dirham 
(“AED”) rounded to the nearest thousand. This is the currency of the country in which 
the Company is domiciled. 

Financial statementsFinancial statements

The notes set out on pages 
31 to 54 form an integral part 
of these financial statements.

The Independent auditors’ 
report is set out on page 26. 
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vi Earnings per share
The Company presents basic earnings per share (EPS) data for its ordinary shares. Basic 
EPS is calculated by dividing the profit or loss attributable to the ordinary share holders 
of the Company by the weighted average number of ordinary shares outstanding during 
the period.

 vii Use of estimates and judgments
The preparation of the consolidated financial statements, in conformity with IFRS, requires 
management to make judgements, estimates and assumptions that affect the application of 
policies and reported amounts of assets and liabilities, income and expenses. Actual results 
may differ from these estimates. The estimates and underlying assumptions are reviewed on 
an ongoing basis. Revisions to accounting estimates are recognised in the period in which the 
estimate is revised and in any future periods affected.

Judgements made by management in the application of IFRS that have significant effect on 
the consolidated financial statements and estimates with a risk of material adjustment in the 
next year mainly comprise of residual value and useful lives of items of property, plant and 
equipment and intangible assets, provision for bad and doubtful debts and provision for slow 
moving inventories. 

3 Significant accounting policies

The following accounting policies have been applied consistently in dealing with items that are 
considered material in relation to the Company’s consolidated financials.
 

i Property, plant and equipment
Property, plant and equipment are recorded at cost less accumulated depreciation and 
impairment losses. Assets acquired from related parties are stated at their fair values at 
the acquisition date less accumulated depreciation and impairment losses. Depreciation 
is charged to the statement of comprehensive income on a straight line basis over the 
estimated useful lives of items of property, plant and equipment. The estimated useful lives 
for the current and comparative periods are as follows:

 Years

Buildings 20-25
Plant and equipment 3-10
Furniture and fixtures 5
Motor vehicles 4

Capital work in progress is stated at cost net of any impairment losses. When commissioned, 
capital work in progress is transferred to property, plant and equipment and depreciated in 
accordance with the Company’s policies. 

The cost of replacing a part of an item of property, plant and equipment is recognised in 
the carrying amount of the item if it is probable that the future economic benefits embodied 
within the part will flow to the Company, and its cost can be measured reliably. The carrying 
amount of the replaced part is derecognised. The costs of the day-to-day servicing of 
property, plant and equipment are recognised in profit or loss as incurred.

Gains and losses on disposal of an item of property, plant and equipment are determined 
by comparing the proceeds from disposal with the carrying amount of property, plant and 
equipment, and are recognised net within other income in profit or loss. 

ii Goodwill
Goodwill represents the excess of the cost of acquisition over the fair market value of 
identifiable assets and liabilities acquired. Goodwill is tested annually for impairment and 
carried at cost less accumulated impairment losses.
 
iii Intangible assets 
Intangible assets that are acquired by the Company, which have finite useful lives, are 
measured at cost less accumulated amortisation and accumulated impairment losses.

Amortisation is calculated on a straight line basis over the estimated useful lives of the 
intangible assets, from the date that they are available for use as follows:

 Years

IT software 5
Telecommunications licence fee 20
Indefeasible right of use 15

iv Leased assets
Leases in terms of which the Company assumes substantially all the risks and rewards 
of ownership are classified as finance leases. Upon initial recognition the leased asset is 
measured at an amount equal to the lower of its fair value and the present value of the 
minimum lease payments. Subsequent to initial recognition, the asset is accounted for in 
accordance with the accounting policy applicable to that asset.

Other leases are operating leases and such leased assets are not recognised in the 
Company’s statement of financial position. 

v Inventories
Inventories are measured at the lower of cost and estimated net realisable value. Cost 
includes expenses incurred in bringing each inventory item to its present location and 
condition and is determined on a weighted average basis. Net realisable value is based on 
estimated selling price in the ordinary course of business less estimated costs necessary 
to make the sale. 

vi Financial Instruments
vi (i) Non-derivative financial assets
The Company initially recognises loans and receivables and deposits on the date that they 
are originated. All other financial assets are recognised initially on the trade date at which the 
Company becomes a party to the contractual provisions of the instrument. 

The Company derecognises a financial asset when the contractual rights to the cash flows 
from the asset expire, or it transfers the rights to receive the contractual cash flows on the 
financial asset in a transaction in which substantially all the risks and rewards of ownership of 
the financial asset are transferred. Any interest in transferred financial assets that is created 
or retained by the Company is recognised as a separate asset or liability. 

The Company has the following non-derivative financial assets: loans and receivables, cash 
and cash equivalents.

Loans and receivables are financial assets with fixed or determinable payments that are not 
quoted in an active market. Such assets are recognised initially at fair value plus any directly 
attributable transaction costs. Subsequent to initial recognition loans and receivables are 
measured at amortised cost using the effective interest method, less any impairment losses. 

Notes to the consolidated financial statements (continued)

Financial statementsFinancial statements



34 35

Loans and receivables comprise due from a related party, trade and other receivables, 
including service concession receivables.

Cash and cash equivalents comprise cash balances and call deposits with original maturities 
of three months or less. Bank overdrafts that are repayable on demand and form an integral 
part of the Company’s cash management are included as a component of cash and cash 
equivalents for the purpose of the statement of cash flows.

vi (ii) Non-derivative financial liabilities
The Company has the following non-derivative financial liabilities: long term bank borrowings, 
bank overdrafts, notes payable, due to related party and trade and other payables. 

Such financial liabilities are recognised initially at fair value plus any directly attributable 
transaction costs. Subsequent to initial recognition these financial liabilities are measured at 
amortised cost using the effective interest method.

The Company derecognises a financial liability when its contractual obligations are discharged 
or cancelled or expire.

Financial assets and liabilities are offset and the net amount presented at the reporting date 
when, and only when, the Company has a legal right to offset the amounts and intends either 
to settle on a net basis or to realise the asset and settle the liability simultaneously.

vi (iii) Share capital
Ordinary shares are classified as equity. Incremental costs directly attributable to the issue 
of ordinary shares and share options are recognised as a deduction from equity.

vii Provisions
Provisions are recognised when the Company has a present obligation, legal or constructive, 
arising from a past event and it is probable that an outflow of economic benefits will be 
required to settle the obligation and a reasonable estimate can be made of the amount of 
that obligation. Provisions are determined by discounting the expected future cash flows at a 
pre-tax rate that reflects current market assessments of the time value of money and the risk 
specific to the liability. 

viii End of service benefits
Payments made to state-managed pension schemes are dealt with as payments to defined 
contribution schemes where the Company’s obligations under the schemes are equivalent to 
those arising in a defined contribution scheme.

Provision for employees’ end of service benefits for non-UAE nationals is made in 
accordance with the Projected Unit Cost method as per IAS 19 ‘Employee Benefits’ 
taking into consideration the UAE Labour Laws. The provision is recognised based on the 
present value of the defined benefit obligations. The present value of the defined benefit 
obligations is calculated using assumptions on the average annual rate of increase in 
salaries, average period of employment of non-UAE nationals and an appropriate discount 
rate. The assumptions used are calculated on a consistent basis for each period and reflect 
management’s best estimate. The discount rates are set in line with the best estimate of 
projected annual inflation rate available at the reporting date.

ix Impairment
ix(i) Financial assets 
A financial asset not carried at fair value through profit or loss is assessed at each reporting 
date to determine whether there is objective evidence that it is impaired. A financial asset 
is impaired if objective evidence indicates that a loss event has occurred after the initial 

recognition of the asset, and that the loss event had a negative effect on the estimated future 
cash flows of that asset that can be estimated reliably.

An impairment loss in respect of a financial asset measured at amortised cost is calculated 
as the difference between its carrying amount and the present value of the estimated future 
cash flows discounted at the asset’s original effective interest rate. Losses are recognised 
in profit or loss and reflected in an allowance account against receivables. Interest on the 
impaired asset continues to be recognised through the unwinding of the discount. When 
a subsequent event causes the amount of impairment loss to decrease, the decrease in 
impairment loss is reversed through profit or loss.
 
ix(ii) Non-financial assets
The carrying amounts of the Company’s non-financial assets are reviewed at each reporting 
date to determine whether there is any indication of impairment. If any such indication 
exists, then the asset’s recoverable amount is estimated. For goodwill, and intangible 
assets that have indefinite useful lives or that are not yet available for use, the recoverable 
amount is estimated each year at the same time. An impairment loss is recognised if the 
carrying amount of an asset or its related cash-generating unit (CGU) exceeds its estimated 
recoverable amount.

The recoverable amount of an asset or CGU is the greater of its value in use and its fair value 
less costs to sell. In assessing value in use, the estimated future cash flows are discounted 
to their present value using a pre-tax discount rate that reflects current market assessments 
of the time value of money and the risks specific to the asset or CGU. For the purpose of 
impairment testing, assets that cannot be tested individually are grouped together into the 
smallest group of assets that generates cash inflows from continuing use that are largely 
independent of the cash inflows of other assets or CGU. Subject to an operating segment 
ceiling test, for the purposes of goodwill impairment testing, CGUs to which goodwill has 
been allocated are aggregated so that the level at which impairment testing is performed 
reflects the lowest level at which goodwill is monitored for internal reporting purposes. 
Goodwill acquired in a business combination is allocated to groups of CGUs that are 
expected to benefit from the synergies of the combination.

Impairment losses are recognised in profit or loss. Impairment losses recognised in respect 
of CGUs are allocated first to reduce the carrying amount of any goodwill allocated to the 
group of CGUs, and then to reduce the carrying amounts of the other assets in the group 
of CGUs on a pro rata basis.

An impairment loss in respect of goodwill is not reversed. In respect of other assets, 
impairment losses recognised in prior periods are assessed at each reporting date for any 
indications that the loss has decreased or no longer exists. 

An impairment loss is reversed if there has been a change in the estimates used to determine 
the recoverable amount. An impairment loss is reversed only to the extent that the asset’s 
carrying amount does not exceed the carrying amount that would have been determined, 
net of depreciation or amortisation, if no impairment loss had been recognised.

x Foreign currency transactions
Transactions denominated in foreign currencies are translated to AED at the foreign exchange 
rate ruling at the date of the transaction. Monetary assets and liabilities denominated in 
foreign currencies are translated to AED at the foreign exchange rate ruling at the reporting 
date. Non-monetary assets and liabilities denominated in foreign currencies, which are stated 
at historical cost, are translated to AED at the foreign exchange rate ruling at the date of 
transaction. Exchange differences are recorded in the profit or loss.
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xi Revenue recognition
Revenue represents amounts invoiced or accrued for telecommunications services 
provided comprising usage charges, fixed monthly subscription charges, internet usage 
charges, activation fees, processing fees and fees for value added services. Revenue from 
telecommunication services is recognised when services have been rendered and is net of 
discounts and rebates allowed.

Revenue from the sale of goods is measured at the fair value of the consideration received or 
receivable, net of returns, trade discounts and volume rebates. Revenue is recognised when 
the significant risks and rewards of ownership have been transferred to the buyer, recovery 
of the consideration is probable, the associated costs and possible return of goods can be 
estimated reliably, there is no continuing management involvement with the goods, and the 
amount of revenue can be measured reliably.

Interest earned on bank deposits is recognised on a time proportion basis with reference to 
the principal outstanding and the applicable rate of return.

xii Recognition of finance income and expenses
Finance income comprises interest income on funds invested that are recognised in profit or 
loss. Interest income is recognised as it accrues in profit or loss, using the effective interest 
method.

Finance interest is payable on borrowing facilities obtained from suppliers and financial 
institutions at normal commercial rates and is recognised as an expense in the statement 
of comprehensive income in the period in which it is incurred. Borrowing costs that are 
attributable to the acquisition, construction or production of qualifying assets are capitalised 
as part of the cost of the assets.

xiii Share based payment transactions
The grant date fair value of share-based payment awards granted to employees is 
recognised as an employee expense, with a corresponding increase in equity, over the period 
that the employees unconditionally become entitled to the awards. For share-based payment 
awards with non-vesting conditions, the grant date fair value of the share-based payment is 
measured to reflect such conditions and there is no true-up for differences between expected 
and actual outcomes.

xiv Segmental information
Information regarding the Company’s operating segments is reported in accordance with 
IFRS 8 Operating Segments. IFRS 8 requires operating segments to be identified on the 
basis of internal reports that are regularly reviewd by the Company’s chief operating decision 
maker and used to allocate resources to the segments and to assess their performance.

xv Government grants
Government grants relating to non-monetary assets are recognised at nominal value. Grants that 
compensate the Company for expenses are recognised in the profit or loss on a systematic basis 
in the same period in which the expenses are recognised. Grants that compensate the Company 
for the cost of an asset are recognised in the consolidated income statement on a systematic 
basis over the expected useful life of the related asset upon capitalisation.

4 Determination of fair values

A number of the Company’s accounting policies and disclosures require the determination 
of fair value, for both financial and non-financial assets and liabilities. Fair values have been 
determined for measurement and/or disclosure purposes, based on the following methods.

 i Accounts and other receivables
The fair value of accounts and other receivables is estimated as the present value of future 
cash flows, discounted at the market rate of interest at the reporting date.

ii Non-derivative financial liabilities 
Fair value, which is determined for disclosure purposes, is calculated based on the present 
value of future principal and interest cash flows, discounted at the market rate of interest at 
the reporting date.

iii Share based payment transactions
The fair value of the employee share options is measured using the Black-Scholes formula. 
Measurement inputs include share price on measurement date, exercise price of the 
instrument, expected volatility (based on weighted average historic volatility adjusted for 
changes expected due to publicly available information), weighted average expected life 
of the instruments (based on historical experience and general option holder behaviour), 
expected dividends, and the risk-free interest rate (based on government bonds). 

5 Financial risk management

Overview
The Company has exposure to the following risks from its use of financial instruments:

• credit risk
• liquidity risk
• market risk

This note presents information about the Company’s exposure to each of the above risks, 
the Company’s objectives, policies and processes for measuring and managing risk, and the 
Company’s management of capital. Further quantitative disclosures are included throughout 
these consolidated financial statements.

The Board of Directors has overall responsibility for the establishment and oversight of 
the Company’s risk management framework. The Board is responsible for developing and 
monitoring the Company’s risk management policies.

The Company’s risk management policies are established to identify and analyse the risks 
faced by the Company, to set appropriate risk limits and controls, and to monitor risks and 
adherence to limits. Risk management policies and systems are reviewed regularly to reflect 
changes in market conditions and the Company’s activities. The Company, through its 
training and management standards and procedures, aims to develop a disciplined 
and constructive control environment in which all employees understand their roles 
and obligations.

The Company’s Audit Committee oversees how management monitors compliance with the 
Company’s risk management policies and procedures and reviews the adequacy of the risk 
management framework in relation to the risks faced by the Company. The Audit Committee 
is assisted in its oversight role by Internal Audit. Internal Audit undertakes both regular 
and adhoc reviews of risk management controls and procedures, the results of which are 
reported to the Audit Committee.

Credit risk
Credit risk is the risk of financial loss to the Company if a customer or counterparty to a 
financial instrument fails to meet its contractual obligations, and arises principally from the 
Company’s receivables from customers.
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Trade and other receivables
The Company’s exposure to credit risk is influenced mainly by the individual characteristics of 
each customer. The demographics of the Company’s customer base has less of an influence 
on credit risk. 

The management has established a credit policy under which each new customer is analysed 
for creditworthiness before the Company’s terms and conditions are offered. The Company’s 
review can include external ratings, when available, customer segmentation, and in some 
cases bank references. Credit limits are established for each customer in accordance with this 
policy, which represents the maximum open amount without requiring approval from senior 
management. These limits are reviewed periodically. 

In monitoring customer credit risk, customers are classified according to their credit characteristics, 
including whether they are an individual or legal entity, projected business volumes, new or 
established businesses and existence of previous financial relationships with the Company.

The Company may require deposit or collateral in respect of granting credit for trade 
and other receivables, subject to results of risk assessment and the nature and volumes 
contemplated by the customer.

The Company establishes an allowance for impairment that represents its estimate of 
incurred losses in respect of trade and other receivables. The main component of this 
allowance is a collective loss component established in respect of losses that have been 
incurred but not yet identified. The collective loss allowance is determined based on historical 
data of payment statistics for similar financial assets.

Liquidity risk
Liquidity risk is the risk that the Company will not be able to meet its financial obligations as 
they fall due. The Company’s approach to managing liquidity is to ensure that it will always 
have sufficient liquidity to meet its liabilities when due, under both normal and stressed 
conditions, without incurring unacceptable losses or risking damage to the Company’s 
business and reputation. 
 
Market risk
Market risk is the risk that changes in market prices, such as foreign exchange rates, interest 
rates and equity prices will affect the Company’s income or the value of its holdings of 
financial instruments. The objective of market risk management is to manage and control 
market risk exposures within acceptable parameters, while optimising the return.

The Company’s exposure to market risk arises from: 
• Currency risk
• Interest rate risk

Currency risk
The Company is exposed to currency risk on sales and purchases that are denominated in a 
currency other than the functional currency of Company, primarily the Euro. In respect of the 
Company’s transactions denominated in US Dollars (USD), the Company is not exposed to 
the currency risk as the AED is currently pegged to the USD.

The Company does hedge the currency risk in respect of its foreign currency exposure. As 
the majority of the Company transactions are concluded in local currency or in US dollars, the 
exposure to significant foreign exchange risks is limited. Nevertheless the decision to hedge is 
dependent on the currency requirements from time to time, and on market conditions, which 
are monitored on an on-going basis. 

Interest rate risk
Management has approved a framework for interest risk management which includes 
entering into interest rate swaps, if appropriate.

Capital management
The Board’s policy is to maintain a strong capital base so as to maintain investor, creditor and 
market confidence and to sustain future development of the business. The Board of Directors 
monitors the Company performance in relation to its long range business plan and its long-
term profitability objectives.

6 Property, plant and equipment
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Cost      
At 1 January 2009 47,208  2,834,957  129,813  1,931  1,849,568  4,863,477 
Additions - 1,346,474  39,793  192  896,082  2,282,541 
Transfers - 584,734  21,068  - (605,802) -
 
At 31 December 2009 47,208  4,766,165  190,674  2,123  2,139,848  7,146,018 
 
At 1 January 2010 47,208 4,766,165 190,674  2,123  2,139,848  7,146,018 
Additions - 792,308 20,457 - 348,633 1,161,398
Transfers - 649,318 4,908 - (654,226) -
Disposal/write off of assets - (6,144) (20,027) - - (26,171)
 
At 31 December 2010 47,208 6,201,647 196,012 2,123 1,834,255 8,281,245
 
Depreciation / impairment / 
provision for obsolescence*      
At 1 January 2009 6,339  497,967  52,537  1,441  21,466 579,750 
Charge / reversal for the year  2,234  412,536  49,287  318  (5,323) 459,052 
 
At 31 December 2009 8,573  910,503  101,824  1,759  16,143 1,038,802 
 
At 1 January 2010 8,573 910,503 101,824 1,759 16,143 1,038,802
Charge for the year  2,233 540,159 24,812 256 6,051 573,511
Disposal / write off of assets - (3,566) (16,769) - - (20,335)
 
At 31 December 2010 10,806 1,447,096 109,867 2,015 22,194 1,591,978
 
Net book value      
At 31 December 2009  38,635  3,855,662  88,850  364  2,123,705  6,107,216 
 
Net book value      
At 31 December 2010 36,402 4,754,551 86,145 108 1,812,061 6,689,267

 

Buildings
AED 000

 
Plant and 

equipments
AED 000

 Furniture 
and fixtures

AED 000

 
Motor 

vehicles
AED 000

Capital
work in

progress
AED 000

 

 Total
AED 000

The carrying amount of the Company’s buildings includes a nominal amount of AED 1 
(2009: AED 1) in relation to land granted to the Company by the Government.

*Impairment / provision for obsolescence pertains to capital work in progress.
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7 Intangible assets and deferred fees

7.1 IT software

7.3 Indefeasible right of use  

Telecommunications licence fee represents the fee charged by the Telecommunications 
Regulatory Authority to the Company to grant the licence to operate as a telecommunications 
service provider in the UAE. The fees are being amortised on a straight-line basis over 
a period of 20 years which is the term of the licence, from the date of granting the licence.

An annual licence fee is charged in respect of the telecommunications licence awarded. 
Numbering fees are charged for the allocation of the right of use of mobile and fixed number 
ranges. Spectrum fees are charged for the authorisation of various frequencies used by 
the Company.

8 Related party transactions

Related parties comprise the shareholders of the Company, its directors, key management 
personnel and entities over which they exercise significant influence. Transactions with related 
parties are on terms and conditions approved by the Company’s management or by the 
Board of Directors.

8.1 Due from/to a related party

All transactions with related parties are carried out at commercial rates. Telecom services to 
related parties are provided at normal market value and are excluded from reportable related 
party transactions. The following table reflects the gross value of transactions with related 
parties for the year.

Indefeasible right of use represents the fee charged by an operator of a fibre-optic cable 
system for the right to use its submarine fibre-optic circuits and cable system. The fees are 
amortised on a straight-line basis over a period of 15 years from the date of activation of 
the cable system.

7.4 Deferred fees

7.2 Telecommunications licence fee 
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Cost   
At 1 January 2009 514,861 67,876 582,737
Additions 91,655 52,739 144,394
Transfers 4,886 (4,886) -
 
At 31 December 2009 611,402 115,729 727,131
 
At 1 January 2010 611,402 115,729 727,131
Additions 33,572 75,443 109,015
Transfers 45,232 (45,232) -
Disposal / write off of assets (19) - (19)
 
At 31 December 2010 690,187 145,940 836,127
 
Amortisation   
At 1 January 2009 157,194 - 157,194
Charge for the year 119,717 - 119,717
 
At 31 December 2009 276,911 - 276,911
 
At 1 January 2010 276,911 - 276,911
Charge for the year 135,378 - 135,378
Disposal / write off of assets (8) - (8)
 
At 31 December 2010 412,281 - 412,281
 
Net book value   
At 31 December 2009 334,491 115,729 450,220
 
Net book value   
At 31 December 2010 277,906 145,940 423,846
 

 
Capital work 

in progress
AED 000

 

Total
AED 000

 

Buildings
AED 000

  2010 2009
  AED 000 AED 000

Opening balance  100,452 106,678 
Amortisation for the year  (6,226) (6,226)
  
Closing balance  94,226 100,452

  2010 2009
  AED 000 AED 000

Opening balance  100,080  108,650 
Amortisation for the year  (8,570) (8,570)

Closing balance  91,510  100,080 
 

  2010 2009
  AED 000 AED 000

Deferred annual licence fee, numbering fees and spectrum fees   4,387  5,923 

  2010 2009
  AED 000 AED 000

Tecom Investments FZ LLC (“Tecom”):  
   Office rent and services  58,567 63,794
   Infrastructure cost  923 48,700
Axiom Telecom LLC (“Axiom”) Authorised distributor – Net Sales  1,142,633 930,482
Eros Electronics – Authorised distributor –Net Sales  409,776 327,292
Injazat Data Systems LLC –Data centre rent and services  12,927 5,737

  2010 2009
  AED 000 AED 000

Due from a related party  
Axiom Telecom LLC (“Axiom”)  94,336  163,847 

Due to a related party  
Tecom Investments FZ LLC (“Tecom”)  78,109 54,287 
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8.2 Compensation to key management personnel

The Company’s exposure to credit and currency risks and impairment losses related to 
accounts receivables are disclosed in note 27.

10 Other receivables

The Company’s exposure to credit and currency risks and impairment losses related to other 
receivables are disclosed in note 27.

11 Cash and cash equivalents

During the year, the balances in deposit accounts earned interest ranging from 1 % to 5.25 % 
per annum. All bank deposits are held in the UAE.

12 Loans and borrowings

12.1 Notes payable

The Company issued promissory notes during 2009 to a supplier amounting to AED 142.87 
million (USD 38.89 million). The notes were repayable over a period of one year and carried 
a fixed interest rate of 4.5% p.a which is accumulated annually. The promissory notes were 
paid in full during the year 2010.

12.2 Long term bank borrowings

Details of the loan are as follows:

9.1 Movement in provision for doubtful debts
The movement in the provision for doubtful debts in respect of trade receivables during the 
year was as follows:

* During the year the Company modified its Executive Share Option Plan as a result of the 
rights issue made during the year (Refer note 17).

** Directors remuneration for 2010 includes an amount of AED 5.6 million relating to the 2009 
year as a result of the shareholders approval at the 2010 annual general meeting of the Directors’ 
2009 fees. An amount of AED 8.7 million has been accrued for the 2010 Directors’ fees. 

9 Accounts receivable
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  2010 2009
  AED 000 AED 000

Short term employee benefits  30,929 25,494 
Termination benefits  1,128 608 
Post employment benefits  411 465 
Share based benefits*  20,753 (1,506)
Directors’ remuneration**  14,504 9,000 

  67,725 34,061 

  2010 2009
  AED 000 AED 000

Opening balance  82,799  53,601 
Impairment loss recognised  154,070 43,933 
Write off during the year  (17,191) (14,735)

 Closing balance   219,678 82,799 

  2010 2009
  AED 000 AED 000

Advances to suppliers  395,592 70,746 
Interest receivable  9,856 1,980 
Staff loans  3,010 6,191 
Deposits  9,911  25,044 

  418,369  103,961 

  2010 2009
  AED 000 AED 000

At bank (on deposit and call accounts)  2,784,960  868,920
On hand  518 344

Net cash and cash equivalents  2,785,478  869,264

  2010 2009
  AED 000 AED 000

Long term bank borrowings (i)  3,000,000 3,000,000
Buyer credit arrangements (ii)  1,058,315 -

  4,058,315 3,000,000
Less: Current portion of long term bank borrowings  (3,000,000) -
          Current portion of buyer credit arrangement  (153,580) -

  904,735 3,000,000

  2010 2009
  AED 000 AED 000

Notes payable  - 142,868

  2010 2009
  AED 000 AED 000

Trade receivables  1,342,079  983,664 
Less: Provision for doubtful debts (Refer note 9.1)   (219,678) (82,799)

  1,122,401  900,865 

(i) The Company has a AED 3 billion long term loan facility. The facility is to be repaid in full, 
three years from the date of first draw down - not to extend beyond 30 June 2011 and has 
hence been classified as a current liability. 

(ii) During the year, the Company utilised the following buyer credit arrangements obtained 
from two suppliers:

(a) AED 265.8 million (USD 72.4 million) of an available AED 312.2 million (USD 85 million). 
The facility is to be repaid in full, three years from the date of the agreement 
(29 September 2009). The facility carries an interest rate of LIBOR + 2.6% per annum.

(b) AED 767.9 million (USD 209.0 million) of an available AED 987.1 million (USD 268.7 million). 
The facility is to be repaid in ten equal bi-annual installments commencing January 2011. 
The facility carries an average interest rate of 2.85% per annum.
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On 11 May 2010, the shareholders in an Extraordinary General Meeting approved an increase 
in the Company’s share capital by issuing 571,428,571 new ordinary shares at 75% premium 
amounting to AED 1.75 (par value AED 1.00) each to shareholders on a pro rata basis. The 
shares were issued on 27 June 2010. 

The provision was recognised based on the following significant assumptions:(c) AED 24.7 million (USD 6.7 million) of an available AED 760.4 million (USD 207.0 million). 
The facility is to be repaid in ten equal bi-annual installments commencing September 
2012. The facility carries an average interest rate of LIBOR + 1.2% per annum.

Terms and debt repayment schedule
Terms and conditions of the outstanding loans are as follows:

Other payables and accruals include an accrued loss of AED 450 thousand (2008: gain 
of AED 1,242 thousand) due to change in the fair value of three forward contracts with a 
commercial bank with aggregate notional value of Euros 2.9 million (AED 15,254 thousand), 
(2008: Euros 2.6 million (AED 13,354 thousand)). In 2008, the gain was disclosed under other 
receivables (Refer note 10).

The Company’s exposure to currency and liquidity risk related to accounts payable and 
accruals is disclosed in note 27.

13 Accounts payable and accruals
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  2010 2009
  
Average period of employment  7 to10 years  -
Average annual rate of salary increase  5%  -
Discount rate  3.55% -

15 Share capital

  2010 2009
  
Authorised share capital (par value AED 1 each)  4,571,428,571 4,000,000,000

16 Share premium

  2010 2009
  
Issued and fully paid up - opening balance  4,000,000 4,000,000
Issued during the year  571,429 -

Issued and fully paid up – closing balance  4,571,429 4,000,000

  2010 2009
  AED 000 AED 000

Premium on issue of common share capital (Note 15)  428,571 -
Less: Expenses relating to issue of common share capital  (35,067) -

   393,504 -

 2010 2009
 AED 000 AED 000

Trade payables & accruals 2,468,903 2,716,498 
Payroll accruals 130,334 142,018 
Customer deposits 52,391 36,368 
Retention payable 19,651 21,599 
Deferred revenue 330,572 270,173 
Accrued royalties 183,915 268,248 
Other 24,007 24,783 

 3,209,773 3,479,687 

14 Employee benefits
 2010 2009
 AED 000 AED 000

End of service benefits  
Opening balance 63,523 40,018 
Charge for the year 20,389 25,846 
Payments during the year (6,198) (2,341)

Closing balance 77,714 63,523 

Secured bank loan  AED EIBOR+ 1.25% 2011 2,524,735 2,524,735 2,524,735 2,524,735
Secured bank loan USD LIBOR+ 1.25% 2011 475,265 475,265 475,265 475,265
Buyer credit agreement USD LIBOR+ 2.6% 2012 265,761 265,761 - -
Buyer credit agreement USD 2.85 % 2015 767,901 767,901 - -
Buyer credit agreement USD LIBOR+ 1.2% 2017 24,653 24,653 - -

    4,058,315 4,058,315 3,000,000 3,000,000

Currency

31 December 2010 31 December 2009

Nominal 
interest rate

Year of 
maturity

Face 
value

AED 000

Carrying 
amount

AED 000

Face
 value

AED 000

Carrying 
amount

AED 000

17 Share based payment reserve

Share based payment reserve  2010 2009
  AED 000 AED 000

Share based payment reserve   46,345  17,482

The Company has in place an Executive Share Option Plan (“ESOP”) for selected senior 
managers to receive equity settled share options of the Company. The ESOP consists of a 
launch grant scheme and an annual grant scheme.

Options in the ESOP vest upon completion of a defined service period and expire on the 
earlier of their expiry date or termination of the executives’ employment. There are no voting 
or dividend rights attached to the options. The exercise price is determined by taking the 
average of the daily closing share price of the 30 calendar days preceding the share scheme 
service period commencement date. 
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This resulted in an increase in fair value of the share options granted of AED 4,846,129 and an 
expense recognised in the profit and loss during the year of AED 1,979,096.

The assumptions used to calculate the fair value of the modified options were: share price of 
AED 2.51, expected volatility of 42% – 50%, risk free interest rate of 1.0% – 2.5%, an expected 
life of options from modification date of 1.5 years to 4.7 years, and employee retention rate of 
95% - 100%.

On 1 July 2010, 27,211,781 options were granted in relation to the 2010 annual grant scheme 
at an excercise price of AED 2.10. The assumptions used to calculate the fair value of the 
options at measurement date were: share price of AED 1.91, volatility of 42%, risk free rate of 
1.25% , an expected option life of 4.5 years and employee retention rate of 85% - 100%.

Details of the ESOP schemes and the assumptions used to calculate the fair value of the 
options as at 31 December 2010 are shown in the table below:

18 Statutory reserve

In accordance with the UAE Federal Law No 8 of 1984 and the Company’s Articles of 
Association, 10% of the net profit is required to be transferred annually to a non-distributable 
statutory reserve. Such transfers are required to be made until the balance of the statutory 
reserve equals one half of the Company’s paid up share capital. 

The assumptions used to calculate the fair value of the options are:
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19 General and administrative expenses

 2010 2009
 AED 000 AED 000

Opening balance 26,825  412 
Transfer to statutory reserve (10% of net profit) 131,043 26,413 

Closing balance 157,868 26,825 

 2010 2009
 AED 000 AED 000

Payroll and employee related expenses 809,142  745,937 
Outsourcing and contracting 332,208 209,767 
Consulting 41,314  45,085
Telecommunications licence and related fees  174,876  133,090 
Sales and marketing expenses 320,389  309,596 
Depreciation and amortisation expenses 717,634  598,888 
Network operation and maintenance 565,797  626,314 
Rent and utilities  138,886  264,442 
Provision for receivables 130,856  43,933 
Impairment of property, plant and equipment 6,051  2,622 
Miscellaneous 69,372  64,816 

 3,306,525  3,044,490 

Share scheme

Launch grant scheme 2.51 50% 1.00% 100%

Annual grant scheme 2007 2.51 47% 1.75% 100%

Annual grant scheme 2008 2.51 42% 2.50% 100%

Annual grant scheme 2009 2.51 42% 2.50% 95-100%

Annual grant scheme 2010 1.91 42% 1.25% 85-100%

Employee 
retention 

rate
Risk-free 

interest rate
Expected 
volatility

ESOP scheme

Launch grant scheme 14,110,000 14,829,438 AED 1.00 AED 1.00

2007 annual grant scheme 15,872,103 16,681,377 AED 5.27 AED 5.01

2008 annual grant scheme 23,630,068 24,834,906 AED 5.86 AED 5.58

2009 annual grant scheme 26,039,189 27,364,859 AED 2.79 AED 2.65

Exercise 
Price after 

amendment

Exercise 
price before 
amendment

Number of 
amended 

options granted

Number of 
unexercised original 

options granted

Stock Price at 
Measurement date 

Share scheme

Launch grant scheme 14,829 22 Apr 2006 21 Apr 2009 21 Apr 2012 1.55

Annual grant scheme 2007 16,681 01 Jul 2007 30 Jun 2010 30 Jun 2013 0.28

Annual grant scheme 2008 24,835 01 Jul 2008 30 Jun 2011 30 Jun 2014 0.28

Annual grant sc heme 2009 27,365 01 Jul 2009 30 Jun 2012 30 Jun 2015 0.93

Annual grant scheme 2010 27,529 01 Jul 2010 30 Jun 2013 30 Jun 2016 0.63

Fair value
 per option

(AED)
Expiry

date
Vesting

date
Commencement 

date

Options 
granted

(000)

The fair value of services received in return for share options granted are measured by 
reference to the fair value of share options granted. The fair value of the options is calculated 
using the Black-Scholes option pricing model.

On 21 January 2010, the Company modified its ESOP in respect of the launch grant 
amending the exercise price from AED 3.03 to AED 1.00. All other terms and conditions of 
the scheme remained the same. The modification of the ESOP resulted in an increase in 
the fair value of the share options granted and a corresponding expense recognised in the 
income statement of AED 19.0 million. The assumptions used in calculating the fair value 
of the modified options were: share price of AED 2.86, expected volatility of 49%, risk free 
interest rate of 1% and an expected life of options from modification date of 1.6 years.

On 4 May 2010, the Company modified its ESOP as a result of the rights issue. The table 
below reflects the adjustments made for each of the grant schemes. All other terms and 
conditions of the ESOP remained the same.
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22 Other expense and income

During 2007, the Company entered into an agreement to vacate one of its operational sites. 
The Company has accounted for income of AED 48.91 million for the year 2009 (2010: Nil). 
Other expenses for 2010 include AED 12.0 million provided against potential legal claims 
(2009: AED 1.15 million).

23 Royalty

The Company had provided for a potential royalty charge at 50% of the annual net 
profit based on the current practice followed by the other UAE telecom operator as no 
determination had been made by the Federal Government. The Company has now received 
confirmation via UAE Cabinet Decision dated 16 January 2011 that Royalty is payable 
commencing 1 January 2010. As such the provision for the years 2008 and 2009 has been 
reversed. The aforementioned Cabinet Decision stated a 15% Royalty for the year ended 
31 December 2010. The Company will be advised of the Royalty for future years in due 
course. Since the Cabinet Decision is an event which occurred subsequent to 31 December 
2010, the financial statements have been adjusted accordingly as the event provides evidence 
of conditions that existed at the date of the statement of financial position.

The Company leases a number of warehouses, premises and sites to operate its network. 
The leases typically run for a period of 5 years with an option to renew the lease after that 
date. Lease contracts can contain terms to allow for annual increase to reflect market rentals.

During the year ended 31 December 2010, AED 200,391 thousand was recognised as an 
expense in the statement of comprehensive income in respect of operating leases (2009: 
AED 247,929 thousand).

21 Finance income and expense

20 Operating leases

Leases 
Non-cancellable operating lease rentals are payable as follows: 

 2010 2009
 AED 000 AED 000

Less than one year 205,956 235,081 
Between one and five years 349,071 758,462 
More than five years 10,139 -

 565,166 993,543 

24 Earnings per share

25 Cash flows from operating activities 

23.1 Movement in provision for Royalty

26 Contingent liabilities and commitments

The Company has outstanding capital commitments and outstanding bank guarantees 
amounting to AED 1,624,246 thousand and AED 19,090 thousand, respectively 
(2009: AED 2,131,003 thousand and AED 21,046 thousand respectively).

27 Financial instruments

27.1 Credit risk
Exposure to credit risk
The carrying amount and the fair values of financial assets represent the maximum 

 2010 2009
 AED 000 AED 000

Annual profit before royalty 1,226,098 528,248 
Royalty at 15% ( 2009: 50%) of annual profit 183,915 264,124 

 2010 2009
 AED 000 AED 000

Net profit for the year (AED 000) 1,310,431 264,124
Weighted average of shares (number in 000) 4,292,759  4,000,000
Earning per share AED 0.31 0.06

 2010 2009
 AED 000 AED 000

Opening balance 268,248 4,124 
Charge during the year 183,915 264,124
Change in estimate written back to profit and loss (268,248) - 

Closing balance 183,915 268,248

 2010 2009
 AED 000 AED 000

Profit for the year 1,310,431 264,124 
Adjustment for:  
Depreciation of property, plant and equipment 567,460  464,375 
Amortisation of IT software  135,378 119,717 
Amortisation of intangible assets  14,796 14,796 
Provision for end of service benefits 20,389 25,846 
Impairment of property, plant and equipment  6,051 2,622 
Finance income and expense  51,337 6,717 
Equity-settled share based payment transactions   28,863 17,482 
Other expense / ( income) 16,346  (72,103)

Net cash flows before changes in working capital 2,151,051 843,576 

 2010 2009
 AED 000 AED 000

Finance income    
Interest income 50,862 6,281 

Finance expense    
Gross finance expense 146,051 135,603 
Less: Capitalised finance expense (refer note 3 (xii)) (53,709) (122,829)

Net finance expense 92,342 12,774 
Exchange loss 9,857 224

 102,199 12,998
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credit exposure. The maximum exposure to credit risk at the reporting date was:

The allowance in respect of trade receivables is used to record impairment losses unless 
the Company is satisfied that no recovery of the amount owing is possible; at that point the 
amounts considered irrecoverable are written off against the financial asset directly. 

27.2 Liquidity risk
The following are the contractual maturities of financial liabilities along with fair values:

Impairment losses
The ageing of trade receivables is as follows:

Not past due 526,113 - 466,263  -

Past due 0-30 days 230,905 407 160,425  2,862 

Past due 31-180 days 382,468 73,669 151,797  19,814 

More than 180 days 202,593 145,602 205,179  60,123 

 1,342,079 219,678 983,664  82,799

Impairment
2009

AED 000

Gross
2009

AED 000

Impairment
2010

AED 000

Gross
2010

AED 000

Accounts receivable  9 1,122,401 900,865  1,122,401 900,865 
Other receivables 10 418,369 103,961  418,369 103,961 
Due from a related party 8.1 94,336 163,847  94,336 163,847 

  1,635,106 1,168,673  1,635,106 1,168,673

Carrying amount  Fair values

Notes
2010

AED 000
2009 

AED 000
2010

AED 000
2009 

AED 000

27.3 Currency risk

Exposure to currency risk
The Company’s exposure to foreign currency risk was as follows based on notional amounts:

Sensitivity analysis
A 10 percent strengthening of the AED against the following currencies at 31 December 
would have increased/(decreased) equity and profit or loss by the amounts shown below. 
This analysis assumes that all other variables, in particular interest rates, remain constant.

 USD Euro GBP USD Euro GBP

Trade receivables 119,553 7,750 1,326 124,937  10,310  1,307 

Trade payables (257,196) (8,935) (202) (260,799) (6,396) (344)

Gross balance 

sheet exposure (137,643) (1,185) 1,124 (135,862) 3,914  963 

31 December 2010 31 December 2009

The following significant exchange rates applied during the year:

 2010 2009 2010 2009

USD 1 3.6735 3.6735 3.6735 3.6735
EURO 1 4.8875 5.1295 4.9158 5.2601
GBP 1 5.6809 5.7222 5.7321 5.9360

Average rate Reporting date spot rate

31 December 2010

Non-derivative financial liabilities       

Long term bank borrowings 4,058,315 4,058,315 4,058,315 3,076,790 76,790 314,556 590,179

Trade payables & accruals 2,929,809 2,929,809 2,929,809 2,929,809 - - -

Customer deposits 52,391 52,391 52,391 52,391 - - -

Retention payable 19,651 19,651 19,651 19,651 - - -

Accrued royalties 183,915 183,915 183,915 - 183,915 - -

Other  24,007 24,007 24,007 24,007 - - -

Due to a related party 78,109 78,109 78,109 78,109 - - -

Employee benefits 77,714 77,714 77,714 - - 77,714 -

 7,423,911 7,423,911 7,423,911 6,180,757 260,705 392,270 590,179

Contractual cash flows 

6 month
s or less

AED 000

6-12 
months

AED 000Fair values

Carrying 
amount

AED 000
Total 

AED 000
1-2 years
AED 000

Above 
2 years

AED 000

31 December 2010

Non-derivative financial liabilities       

Long term bank borrowings 3,000,000 3,000,000 3,000,000 - - 3,000,000 -

Trade payables & accruals 3,128,689 3,128,689 3,128,689 3,128,689 - - -

Customer deposits 36,368 36,368 36,368 36,368 - - -

Retention payable 21,599 21,599 21,599 21,599 - - -

Accrued royalties 268,248 268,248 268,248 - 268,248 - -

Other  24,783 24,783 24,783 24,783 - - -

Due to a related party 54,287 54,287 54,287 54,287 - - -

Employee benefits 63,523 63,523 63,523 - - 63,523 -

 6,597,497 6,597,497 6,597,497 3,265,726 268,248 3,063,523 -

Contractual cash flows 

6 month
s or less

AED 000

6-12 
months

AED 000Fair values

Carrying 
amount

AED 000
Total 

AED 000
1-2 years
AED 000

Above 
2 years

AED 000
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Conversely a 10 percent weakening of the AED against the above currencies at 31 December 
will have had the exact reverse effect.

In each of the above cases the impact on equity would have the same values as the above 
amounts.

27.4 Interest risk
Exposure to interest risk
The interest rate profile of the Company’s interest bearing financial instruments was

Sensitivity analysis 
An increase / (decrease) of 100 basis points in interest rates at the reporting date would have 
increased / (decreased) equity and profit or loss by the amounts shown below. This analysis 
assumes that all other variables, in particular foreign currency rates, remain constant. 

Conversely a decrease in interest rates by 100 basis points will have had the exact reverse effect. 
In each of the above cases the impact on equity would have the same values as the above amounts.

27.5 Fair value
The fair value of the Company’s financial instruments approximates their carrying value.

Fair value hierarchy
The Company has financial instruments which are measured at fair value as at the reporting 
date but not valued at the quoted market price. Therefore, the following level wise disclosure 
analysing financial instruments carried at fair value, by valuation method has not been made. 

• Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities

• Level 2: inputs other than quoted prices included within Level 1 that are observable 
for the asset or liability, either directly (i.e., as prices) or indirectly (i.e., derived from prices) 

• Level 3: inputs for the asset or liability that are not based on observable market data 
(unobservable inputs)

 
28 Segment analysis

The Company has operations only in the UAE.

The Company is organised into four major business segments as follows:

• Fixed segment provides wire line services to the enterprise and consumer markets. 
Services include broadband, IPTV, IP/VPN business internet and telephony.

• Mobile segment offers mobility services to the enterprise and consumer markets. 
Services include mobile voice and data, mobile content and mobile broadband WIFI.

• Wholesale segment provides voice and data services to national and international carriers 
and operators. Services include termination of inbound international voice traffic, international 
roaming agreements and point-to-point leased line connectivity.

• Broadcasting segment delivers integrated satellite and broadcasting services to broadcasters 
and media companies. 

Segment results represent the gross operating profit before general and administrative 
expenses, finance income and expense, other income and expense and royalty. This is the 
measure reported to the Company’s Board of Directors for the purpose of resource allocation 
and assessment of segment performance.

 Profit / (Loss)
 AED 000

31 December 2010 
USD 50,563
EURO 579
GBP (639)

31 December 2009 
USD 49,909
EURO (2,007)
GBP (551)

 Profit / (Loss)
 AED 000

31 December 2010 
Variable rate instruments (17,285)

31 December 2009
Variable rate instruments (9,476)

Variable rate instruments  
Long term bank borrowings 3,000,000 3,000,000
Buyer credit arrangements 1,058,315 -

 4,058,315 3,000,000

Carrying amount 

2010
AED 000

2009 
AED 000
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The Company’s assets and liabilities have not been identified to any of the reportable 
segments as the majority of the operating fixed assets are fully integrated between segments. 
The Company believes that it is not practical to provide segment disclosure relating to total 
assets and liabilities since a meaningful segregation of available data is not feasible.

29 Comparatives

Comparatives have been reclassified wherever necessary to conform to the presentation 
adopted in the current year.

The reclassifications are not considered material and do not impact the financial statement 
as at the beginning of the earliest comparative period. Thus a third statement of financial 
position at the beginning of the earliest comparative period has not been presented.

Segment revenue  1,177,235 5,311,790 426,999 158,073 7,074,097

Segment contribution  898,115 3,420,624 220,718 60,849 4,600,306

Unallocated costs      (3,306,525)
Finance income and 
expense & other income      (67,683)

Profit before royalty       1,226,098
Change in estimate for 
prior years’ Royalty      268,248 
     
Royalty      (183,915)

Profit for the year      1,310,431

31 December 2010

TotalBroadcastingWholesaleMobileFixed

2010
AED 000

2010
AED 000

2010
AED 000

2010
AED 000

2010
AED 000

Segment revenue  970,268 3,727,353 495,689 145,389 5,338,699

Segment contribution  785,023 2,427,373 248,451 46,505 3,507,352

Unallocated costs      (3,044,490)
Finance income and 
expense & other income      65,386

Profit before royalty       528,248

Royalty      (264,124)

Profit for the period      264,124

31 December 2009

TotalBroadcastingWholesaleMobileFixed

2009
AED 000

2009
AED 000

2009
AED 000

2009
AED 000

2009
AED 000


