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Under several local license agreements, certain subsidiaries are committed to build local GSM networks 
reaching specified local coverage at agreed rates.  

The  Iraqi telecom regulatory authority has imposed a US$ 18.61 million - KD 5.3 million (31 December 
2009 – KD 5.2 million; 30 September 2009 – KD 5.3 million) penalty on the Iraqi subsidiary citing 
breach of certain network quality covenants. The Group believes that it has complied with the network 
quality covenants and that it has meritorious defences against this claim. 

Under the SSA of Zain Africa BV, the Group is contingently liable for  penalties, warranty claims, 
taxation claims and amounts that may be due for unprovided litigation claims after the first closing date. 
The transfer of control over telecom operations requires regulatory approval and the Group has a 
contingent capital commitment related to a territory where such regulatory approval is pending. 

On the basis of information currently available, and having taken counsel with legal advisors, Group 
management is of the opinion that none of the above matters is likely to have a material adverse effect 
on the condensed consolidated statement of financial position or the consolidated operations of the 
Group. 

14. Derivative financial instruments  

The table below shows notional amounts of derivative financial instruments analysed by the term to 
maturity. The notional amount is the amount of a derivative’s underlying asset, reference rate or index 
and is the basis upon which changes in the value of derivatives are measured.   

The notional amounts indicate the volume of transactions outstanding and are not indicative of either 
market or credit risk. 

At 30 September 2010: Notional amounts by term to maturity 
 Notional 

amount 
 Within 3 

months 
 3 -12 

months 
 Over 

1 year 
       KD’000 
Derivatives held for hedging:        
Cash flow hedges        

Interest rate swaps -  -  -  - 
Interest rate swaps- share of an associate 157,048  -  -  157,048 

  
At 31 December 2009: Notional amounts by term to maturity 
 Notional 

amount 
 Within 3 

months 
 3-12 

months 
 Over 

1 year 
       KD’000 
Derivatives held for hedging:        
Cash flow hedges        

Interest rate swaps 1,204,980  -  -  1,204,980 
Interest rate swaps- share of an associate -  -  -  - 

  
At 30 September 2009: Notional amounts by term to maturity 
 Notional 

amount 
 Within 3 

months 
 3 -12 

months 
 Over 1 

year 
       KD’000 
Derivatives held for trading:        

Foreign currency swaps 39,728  19,807  19,921  - 
        
Derivatives held for hedging:        
Cash flow hedges        

Interest rate swaps 1,202,880  -  -  1,202,880 
Interest rate swaps- share of an associate -  -  -  - 

  




