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Bahrain Telecommunications Company BSC

CHAIRMAN'S REPORT
For the year ended 31 December 2018

On behalf of the Board of Directors, it gives me great pleasure to present the 371 Annual Report of the Bahrain
Telecommunications Company BSC and its subsidiaries and affiliates {The Batalco Group), for the year ended
31* Dacember 20118,

The Group ended 2013 with strang fundamentals reporting consistent revenue growth and higher EBITDA throughout the
yaar.

For the full year of 2018, revenues have increased by 7% from BD379.4M (U3$1,006.9M) in 2017 1o BD405.9M
(US51,078.7M) in 2018. Revenues have been positively bolstered by continued strong peformance at Batelco Bahrain,
Umniah in Jordan and Dhiraagu, the Group’s operation in the Maldives. Furthermore, revenues were boosted by double
digit year over year growth in fixed Broadband, up by 10%, Datacom up by 18%, and Digital services up by 34% across
the Group’s aperations.

EBITDA for the year increased 15% over the corresponding period of 2017 from BD124. 7/ (US$330.8M) to BD142.8M
(US$378.8M) with an EBITDA margin of 35%. The Group’s operating expenses are down 2% year over year.

Operating profits have increased year over yoear hy 25% from BD58.4M (US$154.9M) in 2017 to BD72.7M (US$162.8M)
for 2018.

The Group ended the year with net profits attributable to equity holders of the company of BD50.1M {US$132.9M) up from
BD3.5M (US$8.3M) for the corresponding period in 2017, an increase of 1,335%. The 2017 net profit was mainty impacted
by impairment losses related to the Group’s invesiments in Yemen and Jordan.

The Group's balance sheet conlinues to be strong with total assets of BD912.4M (US$2,420.2M) as of 31 December 2018
and net assets of BD504.9M (US$1,339.3M).  The Group ended the year with substantial cash and bank batances of
BD153.3M (US$406.6M) and a Net Debt to EBITDA ratio of 0.58, considerahly lower than the regional and international
industry average. Eamings per share for the full ysar in 2018 stood at 30.1 fils compared with 2.1 fils reported in 2017,

Proposed Appropriations

Based on the financial results, the Board of Directors has recommended for the approval of shareholders, the following
appropriations for the year 2018.

' BD millions 2018 2017
Final cash dividends proposed 2011 - | 2495
Interirm cash dividends paid | 1663 — |1es63 —
Donations at 2.5% —— 1.25 - 0.09 .
Transfer to statutory reserve 2.67 Nil

The Board of Directors has recommended a full year cash dividend of BD45.7M (US$121.2M), at a value of 27.5 fils per
share, o be agreed at the Group's Annual General Meeting (AGM), of which 10 fils per share was already paid during the
third quarter of 2018 with the remaining 17.5 fils to be paid following the AGM, in March 2019, Batelco is committed to
delivering greater returns for its shareholders with its efforts leading to improved dividends.

The Board of Directors is very pleased with Batelce's strong financial and operational performance for the year. The results
reflect the effectiveness of the Group's overall strategic initiatives and we are dslighled to witness the strong year-on-year
growth in digital, Datacom and fixed broadband services across the Group.

We have established a powerful platform to build on in order to sustain leng-term success for the Group and continue to
deliver strong value for our shareholders.,

Auditors

The Board of Directors will recommend the re-appointment of KPMG Fakhro as Batelco’s auditors for the financial year

ending 315t December 2019,
2



Babhrain Telecommunications Company BSC

CHAIRMAN’S REPORT

For the year ended 31 December 2018
Appreciation for Support

Batelco is fortunate to benefit from the unwavering support of the Kingdom's leadership and their commitment to the
evolution of the communications sector is invaluable, Accordingly, on behalf of Batelco Board of Directors and all members
of Batsico teams, | extend appreciation to His Majesty King Hamad bin [sa Al Khalifa, King of Bahrain, His Royal Highness
Prince Khalifa bin Salman Al Khalifa, the Prime Minister and His Royal Highness Prince Salman bin Hamad Al Khalifa,
Crown Prince, Deputy Supreme Commander and First Deputy Premier.

| extend appreciation to my predecessor Shaikh Mohamed bin Khalifa Al Khalifz, who served as Chairman until June 2018,
for his contribution in supporting the implementation of the Group's plans. | am very grateful to my colleagues on the
Board, executive management and all employees across the Group's operations for the roles they have played in turning
Batelco around and increasing shareholdess retum significantly.

Well Being of the Community Important

In addition to its role as a major investor in world-class solutions and superior custormer exparience across its operations,
Batelco continues to play a very important role in the communities in which it operates

Corporate Social Responsibility has always been anintegral part of Batelco's remit and we have renewed our commitment
to reaching out to the communities around us, with a sharp focus on supporting initiatives in the Kingdom of Bahrain.
Batelco's CSR activities are in line with the company's eagerness to strengthen its community partnership as part of its
national duty.

Looking Forward with Confidence

Boosted by this strong set of financial and operational resuits we have a sound platform to work from as we begin a new
yoar for Batelco and its subsidiaries

We believe we have the correct strategies in place, with particular attention given to building the digital infrastructures
needed for our future success while maintaining a relentless focus on the experience of our customers.

We understand that it is also vital to invest in our people to ensure we have the relevant skills in place to address the
changing landscape of the industry; accordingly, training programmes have been launched to upskill our amployeas’
competencies in key areas including the digital arena.

ave confidence that the successful execution of our evolved strategy will serve the long-term interests
d drive sustainable growth in value for our shareholders.

rthermore, w

/of our stakeholder

Abdulla bin Khalifa Al Khalifa
Chairman of the Board
Bahrain Telecommunications Company BSC

21 February 2019
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS

Bahrain Telecommunications Company BSC
PO Box 106

Manama

Kingdom of Bahrain

Report on the audit of the consolidated financial statements

Opinion

We have audited the accompanying consolidated financial statements of Bahrain Telecommunication Company BSC (the
"Company"} and its subsidiaries (logether the 'Group'), which comprise the consolidated statement of financial position as at
31 December 2018, the consolidated statements of comprehensive income, cash flows and changes in equity for the year then
ended, and notes, comprising significant accounting policies and other explanatory information.

In our opinion, the accompanying consclidated financial statements present fairiy, in all material respects, tha consolidated
financial position of the Group as at 31 December 2018, and its consolidated financial performance and its consolidated cash
flows for the year then ended in accordance with international Financial Reporting Standards (IFRS).

Basis for opinion

We conducted our audil in accordance with International Standards on Aud iting (ISAs). Our responsibilities under thuse standards
are further described in the Auditors' respensibifities for the audit of the consolidated financial statements section of our report.
We are independent of the Group in accordance with the International Ethics Standards Board for Accountants Code of Ethics
for Professional Accountants {IESBA Code), and we have fulfilled our other ethical responsibilities in accordance with the IESBA
Code. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the consolidated
financial statements for the year ended 31 December 2018, These matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on
these matters,

Revenue recognition
(refer to the accounting policies in note 3 c} and disclosure in note 21 of the consofidated financial statements)

Description How the matter was addressed in our audit

We focused on this area because: Qur audil approach included controls testing and

— There is an inherent risk around the accuracy of revenue substantive procedures covering, in particular:
recorded given the complexity of systems and the impactof ~ — testing the IT environment in which billing, rating and
changing pricing models 1o revenua recognition (tariff other relevant support systems reside, including the
structures, incentive arrangements, discounts etc.). change conirol procedures in place around systems

~— The Group has adopted IFRS 15 Revenue from Contracts that bill material revenue streams;
with Customers as al 1 January 2018, using the cumulative — testing the controls and governance processes over

effect method. IFRS 15 establishes a comprehensive reconciliation from business support systems to billing

framewaork for determining whether, how much and when and rating systems {o the general tedger;

revenue if_-: recognised. The applicatior_n of this accounting — performing tests on the accuracy of customer bill lable

standard is complex and has resulted in: on a sample basis and testing of a sample of the

®  change in accounting policies for revenue from conlract credits and discounts applied to customer bills;
with customers including the need for making complex performing tests on aliocation of revenue for bundled
estimales and judgment over both liming and contracts and recognition of revenue on multi-period
recognition of revenue; contracis;

*  transition adjustments on 1 January 2018, being the —— performing tests on reasonableness of allocation and
date of adoption in retained earings amounting to BD utilisation of deferred revenue representing undelivered
1.4 million; service obligations; and

®  significant change in processes, data and control that Assessing the adequacy of the consolidated financial
have not been subject to testing previously; and stalements disclosures relating to the transition impact

®  complex disclosure requirements regarding impact of from first time application of IFRS 15, new accounting
initial application of IFRS 15 and disclosures of key pelicies, use of significant estimates and judgments
components of revenue. and revenue composition by reference to the

requirements of relevant accounting standards.



kPG

INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS (continued)

Carrying value of goodwill

(refer to the use of estimate and management judgement in note 6 and impairment policy in note 3 miii) of the consolidated

financial statements)
Description

As at 31 December 2018, the Group's
consolidated financial statements includes
recagnised goodwill of BD135.4 million which
arose from the acquisition of subsidiaries.

Impairment charges on goodwill has been
recognised in the pricr periods. An assessment
is required annually to establish whether this
goodwill should continue to be recognised, or if
any impairment is required. The impairment
assessment relies on determining the
recoverable amount of the investment in the
subsidiary or a cash-generating unit using
valualion techniques such as discounted cash
flows. The estimation of future cash flows and
the rate at which they are discounted is
inherently uncertain and requires significant
judgment and hence has heen identified as a
key area of audit focus,

Carrying value of investment in associate

How the matier was addressed in our audit

Our audit procedures, amongst others, included:

— understanding of the Group's budgeting process upon which the
forecasts are based,

— we involved our own valuation specialists to assist us in:

evaluating the appropriateness of the methodology used by the
Group to assess impairment of goodwill; and

evaluating key inputs and assumptions in cash flow projections
used by the Group in comparison to externally derived data as
well as our own assessments of investee specific circumslances
and experience in the related industry, in particular its derivation
of discount rates, long term growth rates, revenue and EBITDA
margins and comparing progress against stated business plans.

— assessed whether the consolidated financial statements disclosures
relating to key inputs and assumptions for goodwill impairment were
appropriate.

(refer to the use of estimate and management judgement in note 8 and impairment poficy in note 3 m{il) and 4 afii) of the

consolidated financial statements)
Description

We fotused on this area because:

- The Group’s investment in associate
amounting to BD 27.9 million is
situated in a geographical location
which is currently considered unstable
and high risk;

The impairment assessment is
subjective and involves management
judgement and estimates, in particular
relating to the fulure prospects of the
investee, the continuing operations and
expected benefits from the business.

How the matter was addressed in our audit

Qur audit procedures, amongst others, included:

— evalualing the Group's basis of developing forecasts for an investee
under stress;

— we involved our own valuation specialists o assist us in:

evaluating the appropriateness of the methodology used by the
Group to assess impairment of carrying value of investments in
associate; and

evalualing key inputs and assumptions in cash flow projections
used by the Group as well as our own assessments of investee
specific cirgumstances and experience in the related geography,
in particular its derivation of revenues, margins, discount rates
and expected long term growth rates.

— assessed whether the consclidated financial stalements disclosures
relating to key inputs and assumptions for impairment of investment
in associate were appropriate,
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INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS (conlinued)

Capitalisation and useful lives of property and equipment and other intangible assets
(refer to accounting policy in nofes 3 d) and 3 h) and disciosures in note 5 and 7 of the consolidated financial statements)

Description How the matter was addrassed in our audit

Woe focused on this area because there ara a Qur procedures, amongst others, included:

number of areas \_Nherelman?gemenl judgement 0 tested controls in place over lhe fixed asset cycle, and acquisition
impacts the CEC’I'W"']"Q value of property and of other intangible assets, evaluated the appropriatenass of
equipment and other intangibie assets and their capitalisation policies and assessed the timeliness of the transfer of
respective depreciation/ amortisation profiles. assats in the course of construction:

These include:
= The degision to capilalise or expense costs; e assessed the nature of costs incurred in capital projects through

= The annual asset life review incliding the testing of amounts recorded and assessing whether the description
impact of changes in the Group's strategy; of the expenditure met capitalisation critaria;
and

= The timeliness of the transfer from assets i — we tested the controls over the annual review of useful life of assets.
the course of construction/ deplayment. In addition, we tested whether the Group's decisions on useful life of

asset are appropriate by considering our knowledge of the business
and practice in the wider telecoms industry; and

— assessed whether the consolidated financial statements disclosures
retating to capitalisation and useful life of property and equipment
and other intangible assets were appropriate.

Other informalion

The board of directars is responsible for the other information. The other information comprises information in the annual report
but does not include the consolidated financial statements and our auditors’ report thereon. Prior to the date of our auditor's
report, we obtained the report of the board of directors which forms part of the annual report, and the remaining sections of the
annual report are expected to be made available to us after thal date.

Our opinion on the consolidated financial statements does not cover the other information and we do not and will nol express any
form of assurance conclusion thereon.

In connection with our audit of the consolidated finangial staterments, our responsibility is to read the other information identified
above and, in doing 50, consider whether the other information is materially inconsistent with the consolidated financial statements
or our knowledge obtained in the audit, or otherwise appears to be materially missialed,

If, based an the work we have performed on the other information that we have obtained prior to the date of this auditors” report,
we conclude that there is a material misstatement of this other information, we are required to report that fact. We have nothing
to report in this regard,

Responsibitities of the hoard of direclars for the consalidated financial statements .

The board of directors is responsible for the preparation and fair presentation of the consolidated financial statements in
accordance with IFRS, and for such internal control as the board of directors determines is necessary to enable the preparation
of consolidated financial statements that are free from material misstatement, whether due to fraud or error,

In preparing the consolidated financial statements, the board of directors is responsible for assessing the Group's ability to
continue as a going concern, disclosing, as applicable, matters related fo geing concern and using the going concem basis of
accounting unless the board of direclors either intends to liquidate the Group or to cease operations, or has no realistic altarmative
but te do so.

Auditors’ responsibilities for the audit of the consofidated financial staterments

Our objectives are to obtain reasonable assurance about whether the consolidated financial stalements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with [SAs wilf always detect
a material misstatement when it exists. Misstatements can arise from fraud or error and are cansidered material if, individually or
in the aggregate, they could reasonably be expected to influsnce the economic decisions of users taken on the basis of these
consolidated financial statemenis
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INDEPENDENT AUDITORS' REPORT TQ THE SHAREHOLDERS {continuad)

As part of an audit in accordance with ISAs, wo exercise professional Jjudgment and maintain professional skepticism throughout
the audit. We also:

®  Identify and assess the risks of material misstatement of the consolidated financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those sisks, and obtain audit evidence that is sufficient and appropriate
to provide a basis for our apinion. The risk of not detecting a material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override
of internal control.

*  Obtain an understanding of internal contral relevant to the audit in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effecliveness of the Group's internal control.

» Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related
disclosures made by the board of directors

= Conclude on the appropriateness of the board of directors’ use of the going concern basis of accounting and, based on the
audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt
on the Group’s ability to continue as a going concern. If we conclude that a material uncertainty exists, we are required (o
draw attention in our auditors’ report to the related disclosures in the consolidated financial statements or, if such disclosures
are inadequate, to modify our opinien, Our conclusions are based on the audit evidence obiained up to the date of our
auditars’ report. However, future events or conditions may cause the Group to cease to continue as a going concern.

® FEvaluate the overall presentation, structure and content of the consolidated financial statements, including the disclosures,
and whelher the consolidated financial statements represent the underlying transactions and events in a manner that
achieves fair presentation.

®  Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business aclivities within the
Group to express an opinion on the consalidated financial statements. We are responsible for the direction, supervision and
performance of the group audit, We remain solely responsible for our audit opinion.

We communicate with the board of directors regarding, among other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in internal control that we identify during our audit.

Woe also provide the board of directors with a statement that we have complied with relevant ethical requirements regarding
independence, and communicate with them all relationships and other matters that may reasonably be thought to bear on aur
independence, and where applicable, related safeguards.

From the matters communicated with the board of directors, we determine those matters that were of most significance in the
audit of the consolidated financial statements for the year ended 31 December 2018 and are therefore the key audit matiers. We
describe these matters in our auditors’ report unless law ar regulation precludes public disclosure about the matter or when, in
extremely rare circumstances, we determine that a matter should not be communicated in our report because the adverse
consequences of doing so would reasonably be expected fo outweigh the public interest benefits of such communication.

Report on other regulatory requirements
As required by the Commercial Companies Law, we report that:
a) the Company has maintained proper accounting records and the consolidated financial statements are in agreement
therewith;
b) the financial information contained in the chairman's report is consistent with the consolidated financial statements:
£} we are not aware of any violations during the year of the Commercial Companies Law or the terms of the Company's
memorandum and arlicles of association that would have had a material adverse effact on the business of the Company
or on its financial posilion; and
d) salisfactory explanations and information have been provided to us by management in response to all our requests.

The engagement partner on the audit resulling in this independent auditors’ reportis Mahesh Balasubramanian.

KP akhro

Partner registration number 137
21 February 2019



Bahrain Telecommunications Company BSC

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As at 31 December 2018 BD'000
Note 2018 2017*
ASSETS
Non-currant assets
Property and equipment 3 267,310 274,764
Goodwill 6 135,367 136,602
Clher intangible assets T 118,594 134,469
Investment in associale é 27 860 34,836
Defered tax assets 18 9639 7,534
Post-employment bensfit assels 20 4,749 3.597
Other investments g 45257 41,592
Total non-currant assets 598,776 633,394
Current assets
Invaniories 5,659 7,895
Trade and other receivables 10 124 528 132,509
Other invesiments ) 12,839
Cash and bank balances " 142,763 158,703
Asset held-for-sale 12 26,814 .
Total current assets 313,600 299,107
_Tolal assets | 912,376 932,501
LIABILITIES
Non-current liabilities
Trade and other payables 13 4,171 6,110
Loans and borrowings 15 211,902 221,254
Deferred lax liabililes 16 10,302 13,837
Total non-current liabllities B 226375 241.201
Current llabilities
Trade ang olher payables 13 136,612 171,892
Loans and borrowings 15 24,878 16,941
Liabilities directly associated with asset held-for-sale 12 19,631 -
Total current liabilities 161,121 188,833
Total liabilities 407,496 430,034
Net assets o 504,880 502,467
EQUITY
Share capital 7 166,320 168,320
Stalulory reserve 14 83,160 84,118
General reserve 18 44,000 45,890
Foreign surency translaticn reserve {18,254) (13,223}
Investrnant fair value reserve {29,438) {26,767)
Post-employment benefit actuarial reserve 26 {4,328) {5.665)
Retained earnings — 224,188 211,212
Total equity attributable to equity holders of the Company 465,248 461,883
Mon-controfling interest Bo14 40,584
Mon-controlling interest associaled with assel held-for-sale 12 718 ]
__Total non-controlling interest 39,632 § 40,584
Totat equity {Rage 11 -12) 504,880 502,467

*December 2018 yesults reflect the adoption of IFRS 15. Prier periods have not been restated. Refer note 3(s) for further details,
The consolidaled financial statements, which consist of pages 8 to 64 ware approved by the Board of Dirag ary 2018 and

signed on its beh&lf by: C_

Abdulla bin Khalifa Al Khalita R.Adm Yousil Alused Makaila-AfSabl

Chairman Depuly Chairman
The accompanying notes 1 lo 33 form an integral part of these consolidated financial slatemenis.
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Bahrain Telecommunications Company BSC

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

For the year ended 31 December 2018 o BD'000
) Note 2018 2017~
REVENUE 21 405,853 379,446
EXPENSES
Network operating expenses 22 {160,178) {147,699)
Staff costs (56,286) (58,461}
Voluntary employee retirement program cost 14 - {8,050)
Depreciation, amortization and tangible assets impairment 57 (70,097} (66,319)
Impairment loss on trade receivables and contract assets 10 {5,311) (1,979)
Other operating expenses 23 (41,239} (38,549}
Total expenses (333,111) (321,057)
Results from operating activities 72,742 58,389
Finance income 6,014 5,062
Finance expenses (13,158) {12,172)
Other income net 24 3,362 19,889
Loss on investments 25 - (51,249
Share of loss from associate, net 8 {6,976} {3,970}
Profit hefore taxation 61,984 15,949
Income tax expense B 16 {1.769) (2.709)
Profit for the year 60,215 13,240

Other comprehensive income
Items that are or may be reclassified subsequently to profit or

foss

Foreign currency translation differences — foreign eperations (5,053) 8,220

Fair value changes {debt securities) E— 80 = 145
(4,973) 8,365

Htems that will never be reclassified to profit or loss

Fair value changes (equity securities) (3,151) (42)

Remeasurement of defined benefit asset including related tax 26 1,337 (266}

N (1814) (308)

Other comprehensive income, net of tax (6,787) 8,057

Total comprehensive income for the year 53,428 21,297

Profit for the year attributable to:

Equity holders of the Company 50,108 3,491

Non-conirolling interest 10,107 8,748
60,215 13,240

Tetal comprehensive income for the year attributable to:

Equity holders of the Company 43,324 11,543

Non-controlling interest 10,104 9,754
53,428 21,297

Basie-and-diluted earnings per share (Fils) 27 301 2.10

*December 2018 rasylts reflect the adoption of IFRS 15, Prior periods have nol been restated. Refer nole 3(c) for furiher details.
The consolidatedjfinancial statements, which consist of pages 8 to 64 were approved by the Board of Directors
|L on 21 February 2019 and signed on its behalf by:

e
o O -
. =3 £
Abdulia bin Khalifa Al Khalifa R. Adm Yousif Ahmed Malalla AlSabt
Chairman Depuly Chairman

The accompanying notes 1 to 33 form an integral part of these consolidated financial statements.



Bahrain Telecommunications Company BSC

CONSOLIDATED STATEMENT OF CASH FLOWS

For the year ended 31 December 2018 BD’'000
= Note 2018 2017*
OPERATING ACTIVITIES
Profit for the year 60,215 13,240
Adjustment for:
Non-operating items, including tax 12,527 45,149
Depreciation amortization and tangible assets impairment 70,097 66,319
Impairment ioss on trade receivables and contract assets 5,311 = 1,979
148,150 126,687
Working capital changes:
Increase in trade and other receivables (15,296) (13,139)
Decrease / (increase) in inventories 995 (3,463)
Decrease in trade and other payables (10,240) {5,368)
Cash generated from operating activities 122,909 104,717
Taxes paid (6.102) (5,809)
Payment to charities 12,790} (2,087)
_Net cash from operating activities 114,017 96,821
INVESTING ACTIVITIES
Acquisition of property, equipment and intangibles (48,286} (54,193)
Net cash for purchase of other investments {6,830) (4,430}
Interest and investment income received 7,380 6,563
Net cash used in investing activities (47,736) (53,060)
FINANCING ACTIVITIES
Dividend paid (52,509) {54,858)
Interest paid (11,920) (10,890)
Borrowings, net - (1.818) 3,699
_Net cash used in financing activities (66,247) (62,049)
Increase / {decrease) in cash and cash equivalents 34 (18,288)
Cash and cash equivalents at 1 January 96,323 114,611
Cash and cash equivalents at 31 December 11 96,357 96,323
“December 2018 results reflect the adoplion of IFRS 15. Prior periods have not been reslated. Refer note 3(c) for further details

The accompanying notes 1 to 33 form an integral part of these consolidated financial statements.
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Bahrain Telecommunisations Company BSC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2018 BD’000

1 REPORTING ENTITY

Bahrain Telecommunications Company BSC {"the Company", “the Parent") is a public shareholding company
registered under commercial registration number 11700 in the Kingdom of Bahrain in the year 1981 and is
engaged in the provision of public telecommunications and associated products and services, The
consclidated financial statements for the year ended 31 December 2018 comprise the financial statements
of the Company, and its subsidiaries (together referred fo as the "Group” and individually as “Group entities”)
and the Group's interest in associate. The registered office of the Company is P.Q. Box 14, Manama,
Kingdom of Bahrain. Unless otherwise stated, the subsidiaries as listed below have share capital consisting
solely of ordinary shares, which are held directly by the Group and the proportion of ownership interests held
equals to the voting rights held by Group. The country of incorporation or registration Is also their principal
place of business. The subsidiaries and associate of the Group included in these consolidated financial

statements are as follows:

Company Country of Principal activity Share
incorporation Holding (%)

Subsidiaries

Batelco Middle East Holding Co. | Kingdom of Bahrain Helding Company 100
BSC (¢}

NBNETCO B.S.C (¢} Kingdom of Bahrain Telecommunication services 100

Batelco International Company | Kingdom of Bahrain Holding Company 100
B8SC (c)

Batelco Middle East Jordan LL.C | Kingdom of Jordan Holding Company 100

Umniah Mobile Company PSC | Kingdom of Jordan Telecommunication services 96

Batelco Jordan PSC Kingdom of Jordan Telecommunication services 96

Urcell Telecom & Technologies | Kingdom of Jordan Telecommunication services 96
Services LLC

Umniah for Renewable energy | Kingdom of Jordan Renewable energy og

QualityNet General Trading and | State of Kuwait Telecommunication services a0
Contracting Company WLL

Dhivehi Raajjeyge Gulhun Ple Maldives Telecommunication services 52
(Dhiraagu}

Sure (Guernsey) Limited Guemnsey Telecommunication services 100

Sure (Jersey) Limited Bailiwick of Jersey Telecommunication services 100

Foreshore Limited Bailiwick of Jersey Telecommunication services 100

Sure (Isle of Man) Limited Isle of Man Telecommunication services 100

Sure {Diego Garcia) Limited Bermuda Telecommunication services 100

Sure South Atlantic Limited Falklands Telecommunication services 100

BMIC Limited Mauritius Holding Company 100

Batelco Egypt Communications | Arab Republic of Egypt | Telecommunication services 100
(SAE)

Batelco International Group Bailiwick of Jersey Holding Company 100
Holding Limited

Batelco International Finance Cayman Islands Halding Company 100
No1 Limited

BTC Islands Limited United Kingdom Holding Company 100

BTC Sure Group Limited
(formerly BTC South Atlantic United Kingdom Holding Company 100
Limited)

Associale

Yemen Company for Mobile Republic of Yemen Telecommunication services 26.94

Telephony Y.8.C (“Sabafon”) |
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Bahrain Telecommunications Company BSC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2018 BD’000

2 BASIS OF PREPARATION

a) Statement of compliance
The consolidated financial statements have been prepared in accordance with International Financial
Reporting Standards (“IFRS"), and the requirements of the Bahrain Commercial Company Law and
Central Bank of Bahrain's Disclosure Standards for listed eniities.
This is the first set of the Group's consolidated financial statements in which IFRS 15 Revenue from
Contracts with Customers have been applied. Changes to significant accounting policies are described
in Note 3 (c¢).

b) Basis of measurement
The consolidated financial statements have been prepared under the historical cost convention except
for measurement of certain investment securities that are stated at their fair values.

¢} Functional and presentation currency
These consolidated financial staiements are presented in Bahraini Dinars {"BD"), which is the Company's
functional currency. All amounts have been rounded to the nearest thousand (BD '000), uniess otherwise
indicated.

d) Use of estimates and judgments

The preparation of consolidated financial statements in conformity with IFRS requires management to
make judgments, estimates and assumptions that affect the application of accounting policies and the
reported amounts of assets, liabilties, income and expenses. Actual resulis could differ from these
estimates.

Estimates and underlying assumptions are reviewed on an on-going basis, Revisions to accounting
estimates are recognised in the period in which the estimate is revised and in any future periods affectad.

Information about key areas of assumptions and estimation uncertainties that have a risk of a material
adjustment within the next financial year and critical judgements in applying accounting policies on the
amounts recognised in the consolidated financial statements are described in the following notes:

+ Note3c) Revenue recognition including allocation of revenue from bundied contracts
*  Note 3m){i) & Impairment test for trade receivables and contract assets: key assumptions
4 a) (i) underlying expected credit losses

* Note3p)&16  Recognition of deferred tax assets: availability of future taxable profits against
which carry forward tax losses can be used
* Note3m)(ii}6  Impairment of non-financial assets: measurement of the recoverable amounts of

&8 cash- generating units and investment in associates
= Note 3 n) (i) Measurement of defined benefit obligations: key actuarial assumptions
& 26

* Note 3 d), 3 h), Capitalsation and useful lives of property, plant and equipment and other
547 intangible assets
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Bahrain Telecommunications Company BSC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2018 BD’000

2

BASIS OF PREPARATION (confinued)

e} Amendments and interpretations effective from 1 January 2018

f)

The following standards, amendments and interpretations, which became effective as of 1 January 2013,
are relevant to the Group:

i. IFRS 15 Revenue from Contracts with Customers

IFRS 15 establishes a comprehensive framework for determining whether, how much and when
revenue is recognised. It replaced 1AS 18 Revenue, (AS 11 Gonstruction Contracts and related
interpretations. Under IFRS 15, revenue is recognised when a customer obtains control of the goods
or senvices, Determining the timing of the transfer of control — at a point in time or over time — requires
judgement.

The amendments are effective for annual periods beginning on or after 1 January 2018.

Ta satisfy the new disclosure requirements, the Group has presented the impact of transition to
IFRS 15 (Refer Note 3 (c) and Note 21).

ii. IFRS 9 Financial Instruments

The Group has early adopted IFRS 9 with a date of initial application of 1 January 2016.

ili. Annualimprovements to IFRSs 2014-2016 Cycle — various standards

The annual improvements to IFRSs 2014-2016 cycles include certain amendments to various IFRSs.
Earlier application is permitted (along with the special transitional requirement in each case), in which
case the related consequential amendments to other IFRSs would also apply.

The adoption of these amendments had no significant impact on the consolidated financial
statements.

New Standards, amendments and interpretations issued but not yet effective

A number of new standards, amendments to standards and interpretations are effective for annual
periods beginning on or after 1 January 2018 are earlier application is permitted, however, the Group
has not early adopt the new or amended standards in preparing these consolidated financial statements.

IFRS 16 Leases

IFRS 16 Leases introduces a single, on-balance lease sheet accounting model for lessees. A lessee
recognises a right-of-use asset representing its right to use the underlying asset and a lease liability
representing its obligation to make lease payments. There are optional exemptions for short-term
leases and leases of low value items. Lessor accounting remains similar to the current standard- i.e.
lessors continue to classify leases as finance or operating leases.

IFRS 16 replaces existing leases guidance including IAS 17 Leases, IFRIC 4 Determining whether an
Arrangement contains a Lease, SIC-15 Operating Leasas-Incentives and SIC-27 Evaluating the
Substance of Transactions Involving the Legal Form of a Lease.

The standard is effective for annua! periods beginning on or after 1 January 2019. Early adoption is
permitted for entities that apply IFRS 15 Revenue from Contracts with Customers at or before the date
of initial application of IFRS 16.

The Group will recognise new assets and liabilities for its operating leases of telecom sites, retail shops
and other rented premises and equipment. The nature of expenses related to those leases will now
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Bahrain Telecommunications Company BSC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year eanded 31 December 2018 BD’000

2

fl

3

(i

BASIS OF PREPARATION (continued)
New Standards, amendments and interpretations issued but not yet effective (Continued)

change because the Group will recognise a depreciation charge for right-of-use assets and interest
expense on lease liabilities. Previously, the Group recognised operating lease expense on a
straight-line basis over the term of the lease.

Based on the information currently available, the Group estimates that it will recognise additional lease
liabiliies and a corresponding right of use of asset of BD 40,239 as at 1 January 2019, The
management is currently assessing the full impact of changes in its accounting policy, nature and type
of leases that would be recognised under IFRS 16. The volatility on the consolidated statement of
comprehensive income Is not expected to be significant.

No significant impact is expected for leases in which the Group is a lessor.

Sale ar Contribution of Assets between an Investor and its Associate or Joint Venture
(Amendments to IFRS 10 and IAS 28)

The IASB has made limited scope amendments to JFRS 10 Consclidated financial statements and I1AS
28 Investments in associates and joint ventures.

The amendments clarify the accounting treatment for sales or contribution of assets betwsen an
investor and its associates or joint ventures. They confirm that the accounting treatment depends on
whether the non-monetary assets sold or contributed to an associate or joint venture constitute a
‘business’ (as defined in IFRS 3 Business Combinations) or an asset,

Where the non-monetary assets canstitute a business, the investor will recognise the full gain or loss
on the sale or contribution of assets. If the assets do not meet the definition of a business, the gain or
loss is recognised by the investor only to the extent of the other investor's interest in the assaciate or
joint venture.

The effective date for these changes has now been postponed until the completion of a broader review
— which the IASB hopes will result in the simplification of accounting for such transactions and of other
aspects of accounting for associates and joint ventures.

The Group is currently assessing the potential impact on its consolidated financial statements resulting
from the amendment.

SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies set out below have been applied consistently to all periods presented
in these consolidated financial statements by the Group’s entities, except for changes arising from the
adoption of IFRS 15 as set out in note 3 (c).

Basis of consolidation

Business combinations

The Group accounts for its business combinations using the acquisition method when control is
transferred to the Group. The consideration transferred in acquisition is measured at its fair value, as are
the identifiable net assets acquired.

The Group measures goodwill at the acquisition date as:
* the fair value of the consideration transferred; plus
* the recognised amount of any non-controlling interest in the acquiree; plis
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Bahrain Telecommunications Company BSC

NOTES TO THE CONSOLIDATED FINANCIAL STATEM ENTS

For the year ended 31 December 2018 BD'000
3. SIGNIFICANT ACCOUNTING POLICIES {continued)
a) Basis of consolidation (continued)

+ ifthe business combination achieved in stages, the fair value of the pre-existing equity interest in the
acquiree; less

* the net recognisad amount {generally fair value) of the identifiable assets acquired and liabilities
assumed.

When the excess is negative, a bargain purchase gain is recognised immediately in the consolidated
profit or loss.

The consideration transferred does not include amounts related to seftlement of pre-existing
relationships. Such amounts are generally recognised in the consolidated profit or loss.

Transaction costs are expensed as incurred, except where these relate to the issue of debt or equity
securities. Any contingent consideration payable is measured at fair vaiue at the date of acquisition. If
contingent consideration is classified as equity, then itis not remeasured and settlement is accounted for
within equity. Otherwise, subsequent changes in the fair value of contingent consideration are recognised
in profit or loss.

(i) Subsidiaries

Subsidiarles are entities controlied by the Group, The Group “controls’ an entity if it is exposed to, or has
rights to, variable returns from its involvement with the entity and has the ability to affect those returns
through its power over the entity. The financial statements of subsidiaries are included in the consolidated
financial statements from the date on which control commences until the date on which control effectively
ceases.

(i) Non-controfling interests (NCY)

NC| are measured at their proportionate share of the acquiree’s identifiable net assets at the acquisition
date. Changes in the Group's interest in a subsidiary that do not result in a loss of control are accounted
for as equity fransactions.

(iv) Loss of control

When the Group loses control over a subsidiary, it derecognises the assets and liabilities of the
subsidiary, and any refated NCI and other components of equity. Any resulting gain or loss is recognised
in profit or loss. Any interest retained in the former subsidiary is measured at fair value when control is
lost. Subsequently it is accounted for as an equity-accounted investee or in accordance with the Group’s
accounting policy for investment securities depending on the level of influence retained.

{v} investment in associates

An associate is an entity over which the Group has significant influence and that is neither a subsidiary
nor an interest in a joint venture, Significant influence is presumed to exist when the Group holds between
20 - 50 % of the voting power of another entity.

Associates are accounted for using the equity method of accounting and are initially recognised at cost.
The Group's investment includes goodwill identified on acquisition, net of any accumulated impairment
Iosses. The consolidated financial statements include the Group'’s share of income and expenses and
equity movements of the associates from the date that significant influence commencas untll the date
that significant influence or joint control ceases. When the Group's share of losses exceeds its interest
in an associate, the carrying amount of that interes (including any |long-term financing interests) is
reduced to nil and the recagnition of further losses is discontinued except to the extent that the Group
has an obligation or has made payments on behalf of the associate.
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Bahrain Telecommunications Company BSC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2018 BD’000
3. SIGNIFICANT ACCOUNTING POLICIES {continued}

a) Basis of consolidation (continued)

(vi) Transactions eliminated on consolidation

All material intragroup balances and any unrealised gains or losses of income and expenses arising from
intragroup transactions, are eliminated in preparing the consolidated financial statements, Unreaiised
losses are eliminated in the same way as unrealised gains, but only to the extent that there is no evidence
of impairment. Accounting policies of the subsidiaries have been changed where necessary to ensure
consistency with the policies adopted by the Group.

b) Foreign currency

(i} Foreign currency transactions

Transactions in foreign currencies are translated to the respective functional currencies of Group entities
at exchange rates at the dates of the transactions. Monetary assets and liabilites denominated in foreign
currencies at the reporting date are retranslated to the functional currency of the Group's entities at the
exchange rate at that date. The foreign currency gain or loss on monetary items is the difference between
amortised cost in the functional currency at the beginning of the period, adjusted for payments during the
pertod, and the amortised cost in foreign cumency translated at the exchange rate at the end of the
reporting period. Exchange differences arising on the settlement of monetary items and on retranslation
are recognised in profit or loss.

(i) Financial statements of foreign operations
The assets and liabilities including goodwill and fair value adjustments arising on acquisition of the
Group’s subsidiaries and associates based outside the Kingdom of Bahrain (*foreign operations™) are
translated into Bahraini Dinars at the exchange rates prevailing at the reporting date. The income and
expenses of foreign operations are translated into Bahraini Dinars at average exchange rates prevailing
during the year. Exchange differences arising on franslation of forelgn operations are recognised in the
other comprehensive income and presented in equity as a foreign currency translation reserve. Foreign
currency differences are accumulated into foreign currency translation reserve in owners’ equity, except
to the extent the translation difference is allocated to NCI.

When foreign operation is disposed of in its entirety such that control is lost, cumulative amount in the
translation reserve is reclassified to consolidated profit or loss as part of the gain or loss on disposal.

¢) Revenue

IFRS 15 establishes a comprehensive framework for determining whether, how much and when revenue is
recognised. It replaced IAS 18 Revenue, IAS 11 Construction Contracts and related interpretations.

The Group has adopted IFRS 15 using the cumulative effect method, with the effect of initially applying this
standard recognised at the date of initial application (i.e.1 January 2018). Accordingly, the information
presented for 2017 has not been restated - |.e. it is presented, as previously reported, under 1AS 18, IAS 11
and related interpretations.

The following table summarises the impact, net of tax, of transition to IFRS 15 on retained earnings and Non-
Controlling Interest (NCI) at 1 January 2018.

Previously Adjustments due to | Adjusted opening balance
e reported adoption of IFRS 15 | at 1 January 2018 o
Retained earnings 211,212 | 1,479 212,691
Non-controlling interest 40,584 = 111 ] 40,695
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Bahrain Telecommunications Company BSC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2018

BD'000

3. SIGNIFICANT ACCOUNTING POLICIES (i confinued)

¢} Revenue (confinued)

The primary differences arose from allocation of Standalone Sellin
contracts and recognition of contract cost assets.

g Price’s (SSP} to components of bundled

The following tables summarise the impacts of adopting IFRS 15 on the Group’s consolidated statement of
financial position as at 31 December 2018 and its consolidated statement of comprehensive income for the
year then ended for each of the line items affected. There was no matetial impact on the Group's consolidated
statement of cash flows for the year ended 31 December 2018.

impact on the consolidated statement of financial position,

As at 31 December 2018

Nen-current assets
Current assets

Inventories

Trade and other receivables
Other investments

Cash and bank baiances
Asset held-for-sale

Total current assets

Total non-current liabilitles
Current liabilities
Trade and other payables

Loans and borrowings
Liabilities directly associated with assel held-for-sale

Total current liabilities

Net assets

Equity

Share capital

Retained earnings and other reserves

Total equity attributable to equity holders of the
Company

Total nen-conirolling interest

Total equlty

|;As reported

Impact on the consolidated statement of Comprehensive Income

For the year ended 31 December 2018

Revenua

Total expenses

Results from operating activities
Nen-operaling items

Profit for the year

19

Arncunts without
Adjustments adoption of
IFRS 15
| 598,776 65 598,841 |
6,659 . 6,659
124,525 (4,645) 119,880
12,839 : 12,839
142,763 : 142,763
26,814 : 26,814
313,600 (4,645) 308,955
226,375 - 226,375
136,612 (1,084) 135528 |
24,878 : 24,878
19,631 y 19,631
181,121 (1,084) 180,027
[ 504,880 (3,496) 501,384
166,320 2 166,320
298,928 (3,115) 295,813
465,248 (3,115) 462,133
39,632 (381) 39,251
504,880 (3,496) 501,384
Amounts without
As reported Adjustments adoption of IFRS
5 |
405,853 (377 405,476
(333,111) (1,812) (334,923)
72,742 (2,189) 70,553
(12,527) 293 (12,234) |
60,215 (1,886) 58,319




Bahrain Telecommunications Company BSC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2018

BD’000

3. SIGNIFICANT ACCOUNTING POLICIES (continued)
¢) Revenue (continued)

Nature of goods and service
The details of the new significant accounting policies and the nature of the changes to previous accounting
policies in relation to the Group's various goods and services are set out below:

Type of
preduct
Iservice

New revenue recognition policy (Nature and
timing of satisfaction of performance obligation)

Change from previous accounting
policy

Sale of
Equipment

Revenue from handset and other equipment sales
is recagnised when the product is delivered, and on
transfer of control to the customer,

If revenue arrangements from bundled contracts
include more than one Performance Qbligation
(PQ}, the arrangement consideration is aliocated to
each performance obligation based on their retative
standalone selling price (SSP).

For equipment sold with the right of return after the
cantrol has been passed onto the customer, the
Group defers revenue based on the expected
returns per the historical return data for the last 24
months. Such revenue will need to be recognized

_only when the related return period expires,

Under |AS-18, consideration for revenue
arrangements from bundied contracts
including more than one deliverable was
allocated to each deliverable based an
their relative fair values,

Adoption of IFRS 15 resulted in a change
of allocation which is now based cn SSP.
This gave rise to a change in value of
contract assets recognised on Group's
Balance Sheet (note 10).

Provision
of Network
Senvices

Revenue for access charges, airtime usage and
messaging by contract customers is recognised as
services are performed, with unbilled revenue
resulting from services already provided accrued at
the end of each period and unearned revenue from
services to be provided in future periods deferred,

Revenue from the sale of prepaid credit is deferred
until such time as the customer uses the airtime, or
the credit expires. Deferred revenue related to
unused airtime is recognised when utilised by the
customer. Upon termination of the customer
coniract, all deferred revenue for unused airtime is
recognised in the profit or loss.

Revenue from interconnect fees is recognised at the
time the services are performed. Revenue from data
services is recognised when the Group has
performed the related service and, depending on the
nature of the service, is recognised either at the
gross amount billed to the customer or the amount
receivable hy the Group as commission for
facilitating the service.

IFRS 15 did not have a significantimpact
on the Group's accounting policies in
respect of provision of services.

_Contract
Costs

Contract costs that are incremental in obtaining a
contract with a customer are capitalized and
amortised over the pericd of related revenues,
Applying the practical expedient per IFRS15, the
Group recognises incremental cost of obtaining a
contract as an expense when incurred if the
amortisation period of the assets that the Group
otherwise would have recognised is one year or
less.

Previously all contract costs were
expensed as incurrad.

Adoption of IFRS 15 resulted in
recognition of contract assets and
subsequent amortisation in respect of
these costs within the Group's Balance
Sheet. (note 21).
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Bahrain Telecommunications Company BSC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2018 BD’000
3 SIGNIFICANT ACCOUNTING POLICIES (continued)

¢} Revenue (confinued)

(i) Contract assets

The contract assets primarily relate to the Group's rights to consideration for work completed but not billed
at the reporting date. The contract assets are transferred to receivables when the rights become
unconditional. This usually occurs when the Group issues an invoice to the customer.

(i) Contract liabilities

The contract liabilities primarily relate to the advance consideration received from custemers for which
revenue is recognised over time as the related performance obligations are fulfilled.

(iii) Customer loyalty

The custorner loyalty points will be recognised as revenue when the points are redeemed by customers,
which is expected to occur over the next years.

d) Property and equipment

(i) Recognition and measurement
ltems of property and equipment are stated at cost less accumulated depreciation and any accumulated
impairment losses.

The cost includes expenditures that are directly attributable to the acquisition cost of the asset. The cost
of self-constructed assets includes the following:

» the cost of materials and direct labour;

= any other costs directly attributable to bringing an asset to its working condition for thelr intended
use;

= when the Group has an obligation to remave the assels or restere the site, an estimate of the
costs of dismantling and removing the items and restoring the site on which they were located;
and

= capitalised borrowing costs.

Purchased software that is integral to the functionality of the related equipment is capitalised as parl of
that equipment. Where parts of an item of property and equipment have different useful lives, they are
accounted for as separate items {major components) of property and equipment.

Any gains and losses on disposal of an item of property and equipment are determined by comparing the
proceeds from disposal with the carrying amount of property and equipment and are recognised in profit
or loss.

(i) Subseguent costs
Subsequent expenditure is capitalised only when it is probable that the future econoinic benefits
associated with the expenditure will flow to the Group. On-going repair and maintenance are expensed
as incurred.

(iif) Impairment
Where there has been an indication of impairment in value such that the recoverable amount of an asset
falls below its netbaok value, provision is made for such impairment, Wherever passible, individual assets
are tested for impairment, However, impairment can often be tested only for groups of assels because
the cash flows upon which the caleulation is based do not arise from the use of a single asset. In these
cases, impairment is measured for the smallest group of assets (the cash generating unit) that produces
a largely independent income stream, subject to constraints of practicality and materiality.
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Bahrain Telecommunications Company BSC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2018 BD'000

)
df

SIGNIFICANT ACCOUNTING POLICIES (continued)
Property and equipment {continued)

{iv} Depreciation

U

(i)

g)

Depreciation is charged to the profit or loss on a straight-line basis over the estimated useful lives of each
part of an item of a property and equipment. Assets are depreciated from the date they are available for
use or, in respect of self-constructed assets, from the time an asset is completed and ready for service.
Freehold land, projects in progress and inventories held for capital projects are not depreciated. The
estimated uselul lives for the eurrent and comparative pericd are as follows:

_Assetclass Estimated useful life {(Years)
Buildings 5-40
Network assets & telecom equipment 2-25
Motor vehicles, furniture, fittings & office equipment 2-10

Depreciation methods, useful lives and residual values, are reassessed and adjusted, if appropriate, at
the year and.

Investment property

Investment property is property held either to earn rental income or for capital appreciation or for both
and thatis not occupied by the Group for use in rendering of its services or for administrative purposes.
Investmant property is measured at cost {using the cost model), including refated transaction costs and
borrawing costs incurred for the purpose of acquiring, constructing or producing a qualifying investment
property, less accumulated depreciation and impairment losses, if any. Subsequent expenditure is
capitalised to the asset's cairying amount only when it is probable that future economic benefils
associated with the expenditure will flow to the Group and the cost of the item can be measured reliably.

Leased assets

Finance leases

Leases for which substantially all the risks and rewards of ownership are assumed by the Group are
classified as finance lease. Upon initial recognition, the leased asset is measured at an amount equal to
the lower of its fair value and the present vaive of the minimum lease payments. Subseguent to initial
recognition, the asset is accounted for in accordance with the accounting policy applicable to that asset.
Depreciation on capitalised leased assets is charged to the consolidated profit or loss in line with the
depreciation policy for similar assets, The corresponding leasing commitments are shown as finance
lease obligations within liabilities. Minimum lease payments are apportioned between finance charge and
the reduction of the outstanding liability. The finance charge is calculated using the effective interest
methed,

Operating leases

All other leases are considered as aperating leases and the annual rentals are charged to the
consotidated profit or loss on a straight-line basis over the lease term.

Goodwill

Subsequent to initial recognition, goodwill is stated at cost less any accumulated impairment losses.
Goodwill is not amortised but tested for impairment annually at the balance sheet date.
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3 SIGNIFICANT ACCOUNTING POLICIES {continued)

h) Other intangible assets
Other intangible assets comprise license fees, trade name, customer relationships and associated
assets, non-network software and Indefeasible Rights of Use (IRUs).

(1) Recognition and measurement
License fees, trade name, customer relationships & associated assets and non-network software
acquired or incurred by the Group have finite useful lives and are measured at cost less accumulated
amortisation and any accumulated impairment losses. Subsequent expendilure is capitalised only when
itincreases future economic benefits embodiad in specific assetto which it relates. All other expenditure,
inciuding expenditure on internally generated goodwill is recognised in profit o loss as incurred.

{i} Amortisation
Amartisation is recognised in the profit or loss on a straight line basis over the estimated useful lives of
the intangible assets from the date they are availabie for use. The estimated useful lives for the current
and comparative periods are as follows:

Asset class | Estimated useful life {Years)
License fees 7-20
Trade name, customer relationships,non-network software and IRUs 3-20

Amortisation methods, useful lives and residual values, are reassessed and adjusted, if appropriate, at
the year end.

1) Financial assets and financial liabilities

(i) Recognition and initial measurement
All “regular way” purchases and sales of financial assets are recognised on the setflement date, j.e. the
date that the Group receives or delivers the asset. Regular way purchases or sales are purchases or
sales of financial assets that require delivery of assets within the timeframe generally established by
regulation or convention in the market place.
A financial asset or financial liability is measured initially at fair value plus, for an item not at fair value
through profit and loss (FVTPL), transaction costs that are directly attributable to its acquisition or issue.,

(i) Classification

Financial assets

On initial recognition, a financial asset is classifed as measured at: amortised cost, fair value through
other comprehensive income (FVOCI) or fair value through profit and loss (FVTPL). A financial asset
(which is not an equity instrument) is measured at amortised cost if it meets both of the following
conditions and is not designated as at FVTPL:

* The asset is held within a business model whose objective is to hold assets to collect contractual
cash flows; and

* The contraciual terms of the financial asset give rise on specified dates to cash flows that are
solely payments of principal and interest on the principal amount outstanding.

A debt instrument is measured at FVOCI only if it meets both of the following conditions and is not
designated as at FVTPL:
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i) Financial assets and financia liabilities (continued)

* The asset is held within a business model wheose objective is achieved by both collecting
contractual cash flows and selling financial assets; and

* The contraciual terms of the financial asset give rise on specified dates to cash flows that are
solely payments of principal and interest on the principal amount cutstanding.

On initial recognition of an equity investment that is not held for irading, the Group may irrevocably elect
to present subsequent changes in fair value in OCI. This election is made on an investment-by-investment
basis.

In addition, on initial recognition, the Group may irrevocably designate a financial asset that otherwise
meets the requirements to be measured at amortised cost or at FVOCI, at FVTPL if doing so eliminates
or significantly reduces an accounting mismatch that would otherwise arise.

All other financial assets are classified as measured at FYTPL.

The Group currently classified all jts receivables and financial liabilities at amortised cost except for
contingent consideration payable which is measured at FVTPL and other investments (debt and equity)
which are carried at either FVTPL or FVOC].

Business model assessment

The Group makes an assessment of the objective of a business model in which an asset is held at a
portfolio level because this best reflects the way the business is managed and information is provided to
management. The information considered includes:

* The stated policies and objectives for the portfolio and the operation of those policies in practice,
In particular, whether management's strategy focuses on earmning contractual interest revenue,
maintaining a parlicular interast rate profile, matching the duration of the financial assels to the
duration of the liabilities that are funding those assets or realising cash flows through the sale of
the assets:

* How the performance of the portfolio is evaluated and reported to the Group's management:

*  The risks that affect the performance of the business model (and the financial assets held within
that business model) and how those risks are managed;

* How managers of the business are tompensated — e.g. whether compensation is based on the
fair value of the assets managed or the contractual cash flows collected; and

* The frequency, volume and timing of sales in prior periods, the reasons for such sales and s
expectations about future sales activity. However, information about sales activity is not
considered in isolation, but as part of an overall assessment of how the Group's stated objective
for managing the financial assets is achieved and how cash flows are realised.

Financial assets that are held for tradin g ormanaged and whose performance is evaluated on a fair valug
basis are measured at FVTPL because they are neither held to collect contractual cash flows nor held
both to collect contractual cash flows and to sell financial assets.

Assessment whether contractual cash flows are solely payments of principal and interest

For the purposes of this assessment, ‘principal’ is defined as the fair value of the financial asset on initial
recognition. ‘nterest’ is defined as consideration for the time value of money and for the credit risk
associated with the principal amount outstanding during a particular period of time and for other basic
tending risks and costs (e.g. liquidity risk and administrative costs), as well as profit margin,
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i) Financial assets and financial liabilities (continued)

In assessing whether the contractual cash flows are solely payments of principal and interest, the Group
considers the contractual terms of the instrument. This includes assessing whether the financial asset
contains a contractual term that could change the timing or amount of contractual cash flows such that it
would notmeet this condition. In making the assessment, the Group considers:

= Contingent events that would change the amount and timing of cash flows:

* Leverage features,

*  Prepayment and extension terms:;

* Terms that limit the Group's claim to cash flows from specified assets (e.g. non-recourse asset
arrangements); and

* Features that modify consideration of the time value of money - e.g. periodical reset of interast
rates.

Reclassifications

Financial assets are not reclassified subsequent to their initial recognition, except in the period after the
Group changes its business model for managing financial assets.

Financial liabilities

The Group classifies its financial liabilities, other than financial guaranteas and loan commitments, as
measured at amortised cost.

Derecognition
Financial assets

The Group derecognises a financial asset when the contractual rights to the cash flows from the financial
asset expire, or the Group has transferred its rights to receive cash flows from the asset or has assumed
an obligation to pay the received cash flows in full without material delay to a third party under a ‘pass-
through’ arrangement; and either (a) the Group has transferred substantially all the risks and rewards of
ownership or (b) when it has neither fransferred or retained substantially all the risks and rewards and
when it no ionger has control over the financial asset, but has transferred control of the asset,

On derecognition of a financial asset, the difference between the carrying amount of the asset {or the
carrying amount allocated to the portion of the asset derecognised) and the sum of (i) the consideration
recetved (including any new asset obtained less any new liability assumed) and (i) any cumulative gain
or loss that had been recognised in OCI is recognised in profit or loss.

Any cumulative gain/loss recognised in OC! in respect of equity investment securities designated as at
FVOCI is not recognised in prefit or loss on derecognition of such securities, Any interest in transfarred
financial assets that qualify for derecognition that is created or retained by the Group is recognised as a
separate asset or liability.

Write-off

A financial asset is written off (either partially or in full} when there is no realistic prospect of recovery,
This is generally the case when the Group determines that the obligor does not have assets or sources
of income that could generate sufficient cash flows to repay the amounts subject to the write-off. However,
financial assels that are written off could still be subject to enforcement activities in order to comply with
the Group's procedures for recovery of amounts due.
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i)

i)

k)

SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial assets and financial liabilities (continued)

Financial liabilities

The Group derecognises a financial liability when its contractual obligations are discharged or cancelled,
or expired.

The Group currently has certain debt securities measured at FVOCI and equity investment desigrated
as at FVOCI, For debt securities measured at FVOCI, gains and losses are recognised in OC, excapt
for the following, which are recognised in profit or loss in the same manner as for financial assets
measured at amortised cost:

. Interest expense using the effective interest method:
. Expected Credit Losses (ECL) and reversals; and
. Foreign exchange gains and losses.

When debt security measured at FVYOCI is derecognised, the cumulative gain or lass previously
recagnised in OCl is reclassified from equity to profit or loss.

The Group elects to present in OCI changes in the fair value of certain investments in equity instruments
that are not held for trading. The election is made on an instrument-by-instrument basis on initial
recognition and is irrevocable. Gains and losses on such equity instruments are never reclassified to
profit or loss and no Impairment is recognised in profit or loss. Dividends are recognised in profit or loss,
unless they clearly represent a recovery of part of the cost of the investment, in which case they are
recognised in QCl. Cumulative gains and losses recognised in OC| are transferred to retained earnings
on disposal of an investment.

Share capital

The Company has one class of equity shares. Incremental costs directly attributable to the issue of
ordinary shares are recognised as a deduction from equity. The Group classifies capital instruments as
financial liabilities or equity instruments in accordance with the substance of the contractual terms of the
instruments,

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is determined on a weighted
average basis and includes expenditure incurred in bringing them to their existing location and condition.
Net realisable value is the estimated selling price in the ordinary course of business, less selling
expenses. Inventories comprise of mobile handsets, cable and wires and other inventories.

Provisions

Provisions are recognised when the Group has a present obligation as a result of a past event and it is
probable that the Group will be required to settle that obligation. Provisions are measured at the
management's best estimate of the expenditure required to settle the obligation at the year end and are
discounted to present value where the effect is material.

A provision for onerous contracts is recognised when the expected benefits to be derived by the Group
from the contract are lower than the unavoidable cost of meeting its obligations under the contract. The
provision is measured at the present value of the lower of the expected cost of terminating the contract
and the expected net cost of continuing with the contract.
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3 SIGNIFICANT ACCOUNTING POLICIES (continued)

m} Impairment

{i} Financial assets
The Group measures loss allowances for its trade and other receivables arising from its revenue
generating activities at an amount equal to lifetime Expected Credit Loss (ECL) using the simplified
approach permitied under IFR$ 9. For other financial instruments, the Group applies the general
approach, where if credit risk has nat increased significantly since their initial recognition, impairment is
measured as 12-month ECL and for all other instances lifetime ECL is recognised.
Under the general approach, the Group applies three-stage approach to measuring ECL on financial
assets camried at amortised cost {including long term loans included within the carrying value of
investmentin associales) and debt instruments classified as FVOCI. Assets migrate through the following
three stages based on the change in credit quality since initial recognition.
a) Measurement of ECLs
ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as the present
value of all cash shortfalls {i.e. the difference between the cash flows due to the entity in accordance with
the contract and the cash flows that the Group expects to receive). ECLs are discounted at the effective
interest rate of the financial asset.
b) Stage Classification: General approach
Stage 1: 12 months ECL
For exposures where there has not been a significant increase in credit risk since initial recognition, the
portion of the lifetime ECL associated with the probability of default events ocourring within next 12
months is recognised.
Stage 2: Lifetime ECL - not credit impaired
For credit exposures where there has been a significant increase in credit risk since initial recognition but
that are not credit impaired, a lifetime ECL is recognised.
Stage 3: Lifetime ECL - credit impaired
Financial assets are assessed as credit impaired when one or more events that have a detrimental impact
on the estimated future cash flows of that asset have cccurred.

(i)} Non-financial assels

The carrying amounts of the Group’s non-financial assets, other than inventories and deferred tax 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 lives or that are not yet available for use, the recoverable amount is estimated
at each reporting date.

The recoverabie amount of an asset or cash-generating unit is the greater of its vaiue 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 discount rate that reflects current market assessments of the time value of money
and the risks specific to the asset. For the purpese of impairment testing, assets 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 groups of assets (the “cash-generating unit”). The
goodwill acquired in a business combination, for the purpose of impairment testing, is allocated to cash-
generating units that are expected to benefit from the synergies of the combination.
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SIGNIFICANT ACCOUNTING POLICIES ( continued)

m) Impairment (continued)

(i)

(i

An impairment loss is recognised if the carmying amount of an asset or its cash-generating unit exceeds
its estimated recoverable amount. Impairment losses are recognised in profit or loss. Impairment losses
recognised in respect of cash-generating units are allocated first to reduce the carrying amount of any
goodwill allocated to the units and then to reduce the carrying amount of the other assets in the unit
(group of units) on a pro rata basis. An impalrment 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 decreasaed or no longer exists. An impalrment loss is reversed if there
has been a change in the estimates used ta determine the recoverable amount. An impairmant |oss 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 Impaimeant loss had been
recognised.

Employee benefits

Local employees

Pension rights and other social benefits for the Group’s employees are covered by the applicable social
insurance scheme of the countries in which they are employed are considered as a defined contribution
scheme. The empioyees and employers contribute monthly to the scheme on a fixed-percentage-of-
salaries basis.

Expatriate esmployees

Expatriate employees on limited-term contracts are entitled to leaving indemnities payable under the
respective labour laws of the countries in which they are employed, based on length of service and final
remuneration. Provision for this unfunded commitment has been made by calculating the notional liability
had all employees left at the reporting date.

(iif) Defined benefit scharme

The Group’s net obligation of defined benefit plans is calculated separately for each plan by eslimating
the amount of future benefit that employees have eamed in the current and prior periods, discounting
that amount and deducting the fair value of any plan assets,

The calculation of defined benefit obligations is performed annually by a qualified actuary using the
projected unit credit method. When the calculation results in a potential asset for the Group, the
recognised asset is limited to the present value of economic benefits available in the farm of any future
refunds from the plan or reductions in future contributions to the plan, To calculate the present value of
economic benefits, consideration is given to any applicable minimum funding requirements.

Remeasurements of the net defined benefit tiability, which comprise actuarial gains and losses, the return
on plan assets {excluding interest} and the effect of the asset ceiling (if any, excluding interest), are
recognised immediately in OCI. The Group determines the nel interest expense {income) on the net
defined benefit liabflity (asset) for the period by applying the discount rate used to measure the defined
benefit abligation at the beginning of the annual period to the then-net defined benefit liability (asset),
taking into account any changes in the nat defined benefit liability (asset) during the period as a result of
contributions and benefit payments. Net interest expense and other expenses related to the defined
benefit plans are recognised in profit or loss.

When the benefits of a plan are changed or when a plan is curtailed, the resulting change in benefit that

relates to past service or the gain or loss on curtaifment is recognised immediately in profit or loss. The
Group recaognizes gains and losses on the settlement of a defined benefit plan when settlement ocours.
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3 SIGNIFICANT ACCOUNTING POLICIES (continue d)
n} Employee benefits (continued)

(v} Defined contribution pfans
Obligations for contributions to defined contribution plans are expensed as the related service is provided.
Prepaid contributions are recognised as an asset to the extent that a cash refund or 3 reducticn in future
payments is available,

{v) Employee savings scheme
The Company has a voluntary employees saving scheme. The employees and employers contribute
menthly on a fixed-percentage-of-salaries-hasis to the scheme, The scheme is a defined contribution
plan.

(vi} Termination benefits
Termination benefits are expensed at the earlier of when the Group can no icnger withdraw the offer of
those benefits and when the Group recognises costs for a restructuring. If benefits are not expected to
be settled whally within 12 manths of the reporting date, then they are discounted.

o] Borrowing cost

Borrowing costs are recognised as an expense in the period in which they are incurred, except to the
extent where borrowing costs are directly attributable to the construction of an asset that takes a
substantial period to get ready for its intended use or sale, in which case borrowing costs are capitalised
as part of that asset.

p) Tax

Tax expense comprises current and deferred tax. Income tax expense Is recognised in the profit or lpss
except to the extent that it relates to items recognised directly in equity or in other comprehansive income,
in which case itis recognised in equity or other comprehensive income.

{i) Current tax
Current tax is the expected tax payable on taxable income for the year, using tax rates enacted or
substantively enacted at reporting date, and any adjustment to tax payabie in respect of previous years.

(i} Deferred tax
Deferred tax is recognised in respect of temporary differences between the carrying amounts of assets
and liabilities for financial reporting purposes and the amounts used for taxation purposes. Deferred tax
is measured at the tax rates that are expected to be applied to the temporary differences when they
reverse, based on the laws that have been enacted or substantively enacted by the reporting date.
Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset currant tax
liabilities and assets, and they relate to income taxes levied by the same tax authority on the same taxable
entity, or on different 1ax entities, but they intend to settle current tax liabilities and assets on a net basis
or their tax assets and liabilities will be realised simultaneously.

A deferred tax asset is recognised to the extent that it is probable that future taxable profits will be
available against which the temporary difference can be realised. Deferred tax assets are reviewed at
each reporling date and are reduced to the extent that it is no longer probable that the related tax benefit
will be realised. Additional income taxes that arise from the distribution of dividends are recognised at the
same time as the liability to pay the related dividend is recognised.
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q)

s)

t)
(i)

(%)

SIGNIFICANT ACCOUNTING POLICIES {continued)
Earnings per share

The Group presents basic earnings per share (‘EPS") data for its ordinary shares. Basic EPS is calculated
by dividing the profit or loss attributable to ordinary shareholders of the Company by the weighted average
number of ordinary shares outstanding during the period. The diluted earnings per share is the same as
the basic earnings per share as the Group does not have any dilutive instruments in issue.

Segment reporting

An operating segment is a component of the Group that engages in business activities from which it may
earn revenues and incur expenses, including revenues and expenses that relate to transactions with any
of the Group's ather components. All operating segments’ operating results are reviewed by the Group's
Board of Directors fo make decisions about resources to be allocated to the segment and assess its
performance, and for which discrete financial information is available {refer to note 32),

Fair value measurement for financial instrument

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date in the principal, or in its absence, the
most advantageous market to which the Group has access at that date. The fair value of a iiability reflects
its non-performance risk.

When available, the Group measures the fair value of an instrument using the guoted price in an active
market for that instrument. A market is regarded as active If transactions for the asset or liability take
place with sufficient frequency and volume to provide pricing infermation on an engoing basis.

When there is no quoted price in an active market, the Group uses valuation techniques that maximize
the use of relevant observable inputs and minimize the use of unobservable inputs. The chosen valuation
technique incorporates all the factors that market participants would take into account in pricing a
transaction,

The Group recognises transfers between levels of the fair value hierarchy as of the end of the reporting
period during which the change has oceurred.

Asset held-for-sale

Classification

The Group classifies non-current assets as held-for-sale if its carrying amount is expected to be
recovered principally through a sale transaction rather than through continuing use and a sale is
considered highly probable in accordance with IFRS 5 “Non-current Assets Held-for-Sale and
Discontinued Operations”,

Measuremant
Non-current assets classified as held-for-sale are measured at the lower of its carrying amount and fair

value less costs to sell,

If the criteria for classification as held-for-safe are no longer met, the Group ceases to classify the asset
as held-for-sale and measures the asset at the lower of its carrying amount before the asset was
classified as held-for-sale, adjusted for any depreciation, amortisation or revaluations that would have
been recognised had the asset not been classified as held-for-sale and its recoverable amount at the
date of the subsequent decision not to sell.
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FINANCIAL INSTRUMENTS ~ FAIR VALUES AND RISK MANAGEMENT

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

. Credit risk
Liquidity risk
] Market risk

This note presents information about the Group’s exposure to each of the above risks, the Group's
objectives, policies and processes for measuring and managing risk, and the Group'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 Group's risk
management framework. The Board of Directors of the Group, through its various committees, oversees
how management monitors compliance with the Group's risk management policies and procedures and
reviews the adequacy of the risk management framework in relation to the risks faced by the Group. The
Group's risk management policies are established to identify and analyse the risks faced by the Group,
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 Group's
activities. The Group, through its training and management standards and procadures, aims to develop
a disciplined and constructive control environment in which all employees understand their roles and
obligations,

The Group has established an Audit Committee which is assisted by Group’s Internal Audit Department.
Internal Audit undertakes both regular and ad-hoc reviews of risk management controls and procedures,
the results of which are reported to the Audit Committee.

The Group has also established a centralised Group treasury function which works under the overall
supervision of the Board of Directors of the Group and provides support to the Group fer funding, foreign
exchange, interest rate management and counterparty risk management. Treasury operations are
conducted within a framework of policies and guidelines authorised and reviewed by the Group’s Board
of Directors. The Group’s accounting function provides regular reports of the treasury activity to the Board
of Directors. The Group's internal auditors review the intemal control environment regularly. There has
been no significant change during the financial year, or since the end of the year, to the types of financial
risks faced by the Group or the Group’s approach to the management of those risks.

Credit risk

Credit risk is the risk of financial loss to the Group if a customer or counterparty to a financial instrument
fails to meet its contractual obligations, and arises principally and materially from the Group's trade
receivables, contract assets, other receivables, long term financing to associates, debt investment
securities and cash at bank.

Trade receivables and coniract assets

The Group's trade receivables are monitored based on its customer segmentation and geographical
areas. The Group has an established credit policy under which each new customer is analysad
individually for creditworthiness before the Group's standard payment and delivery terms and conditions
are offered. Credit limits are established for each customer, which represents the maximum open amaount
without requiring approval. Strict credit control is maintained for both credit pericd and credit limits, both
of which are monitored continuously by management. Customers that fail to meet the Group's benchmark
creditworthiness may transact with the Group only on a prepayment basis.
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a)

(i)

FINANCIAL INSTRUMENTS - FAIR VALUES AND RISK MANAGEMENT (continued)
Credit risk (continued)

Concentrations of credit risk with respect to trade receivables are limited due to the Group's customer
base being large and unrelated. The majority of the Group's net trade receivables are due for payment
within 90 days and largely comprise amounts receivable from consumers and business customers. The
Group obtains deposits for providing services to some residential custormers,

The Group establishes an allowance for impairment that represents its estimate of life time expected
losses in respect of trade receivables and contract assets. The main components of this allowance are a
specific loss component that relates to individually significant exposures, and a collective loss component
established for groups of similar assets aggregated based on customer segment and days past due. For
receivables from telecom operators and government accounts in the customer segmant, the net position
after considering payables is assessed based on a variety of data that are determined to be predictive of
the risk of loss (including external credit ratings, financial statements and available external information)
and applying experienced credit judgement. For receivables and contract assets from customers,
accounts are segmented by type of exposure such as consumer, enterprise, and others accounts and
collective life-time ECL allowance is determined based on historical flow rates, data on payment statistics,
actual credit loss experience and management estimates of recoveries based on current status of
negotiations and settlement with the customers. The historic loss experience is adjusted to reflect
differences between economic conditions during the period over which historic data has been collected,
current conditions and the Group’s view of economic conditions over the remaining life-time of the
receivables. Management believes there is no further credit risk provision required in excess of the normal
impairment on receivables and contract assets (refer to note 10).

Other receivables and long term financing to an associate

Other receivables primarily include receivables on sale of certain investments and financial assets
representing contractual rights and claims by the Group. The Group evaluates the recaverable amount
of each receivable and recognizes a provision where the expected present value of the cash fiow from
the financial asset is below the carrying value of the financial asset. Long-term financing to associate
forms part of the carrying value of the investment in that associate,

(i) Debt Investments and cash and bank balances

The Group manages credit risk on its debt investments and cash and bank balances by ensuring that
these are made only after credit evaluation of the issuer. Term deposits are placed with commercial
banks after credit evaluation of those banks and considering their external credit ratings. The Group limits
its expasure to credit risk by investing in liquid securities, which offers low risk returns.

The calculated expected credit loss of cash and bank balances is not material for recognition purposes.

32



Bahrain Telecommunications Company BSC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2018 BD’000

4 FINANCIAL INSTRUMENTS - FAIR VALUES AND RISK MANAGEMENT (continued)
a) Credit risk (continued)

(i) Exposure to credit risk and credit quality
The carrying amount of financial assets (excluding equity investments) represents the maximum credit
exposure. The maximum exposure to credit risk at the reporting date was:

2018 2017

Trade receivables ~ customer accounts 34,449 33,674

Contract assets — customer accounts L 26,788 24,785

Total trade receivables and contract assets - customer accounts 61,237 58,459

Trade receivables — telecom operators 14,562 16,075

Other receivables 41,966 49,579

Other investments (debt securities) 46,801 34,527

Cash at bank 142,344 | | 158,703

306,910 317,343

2018 2017
Specific Life-

Gross time ECL, Specific Life-

Trade receivables— telecom carrying credit | Gross carrying time ECL,

operators amount impaired amount | creditimpaired
Externally rated

Low risk (BBB- to AAA) 7,495 (289) 6,283 (235)

Medium risk (B- to BB+) 7,712 (1.785) 5,922 (462)

Higher risk {(below C) 389 (93} - -

Unrated E 1,150 (7) 6,156 (1,589)

16,746 (2,184) 18,361 (2,286)

Movement in impairment allowance in respect of trade receivables and contract assets during the year are
as follows:

[ 2018 | 2017 g
Collective | Specific life- Total |  Collective Specific life- Total
life-time time ECL, life-time time ECL,
ECL, credit ECL, credit
impaired impaired
At 1 January 2,209 22,972 25,181 1,385 23,318 24,703
Written off during the vear . (1,091) (1,091) - (1,418) (1,418)
Impairment loss recognised
during the year 246 5,065 5YS:1H g24 1,155 1,979
Provision related to held-
for-sale asset (14) (4,380) (4,394) - - =~
Effect of movements in
exchange rates 10 108 118 - (83} GE
Balance at31 December | 2,451 22,674 25,125 2,209 22,972 25,181

Receivables from government, telecom operators and other receivables beyond 365 days, 180 days and 90
days past due respectively are considered triggers for credit impairment and are specifically assessed for
establishing ECL.
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4 FINANCIAL INSTRUMENTS - FAIR VALUES AND

a) Credit risk {continued)

(v} Custorner accounts including contract assets

The maximum exposure to credit risk classified b

characteristics with respect to credit risk is as follows:

Operating segment
Bahrain

Jordan

Maldives

Sure

Other countries

RISK MANAGEMENT (continued)

y operating segment sharing common economic

2018 2017
38,814 36,163
11,999 8,335

8,592 6,423
1,760 2,934
72 4,604
61,237 | | 58,459

The maximum exposure to credit risk classified by customer segments sharing common economic
characteristics (except government accounts) with respect to credit risk is as follows:

Customer segment

Consumer
Enterprise
Others

Customer accounts
(except government)

Current (0 - 30 days)
31-90 days

91— 365 days

More than 1 year

Balance as at 31
December

2018 2017
25,008 26,388
22,836 21,170
5407 | 3,804
53,251 | 51,362
B 2018 2017

Gross Life-time Credit Gross Life-time Credit
exposure ECL Impaired | exposure ECL Impaired
37,372 (356) No 36,230 (406) Na
11,252 {1,388) Na 9,258 (1,048) Nao
8,711 (5,090) Yes 8,329 (3,3986) Yes
17,200 (14,450) Yes 18,641 (16,255) Yes

| 74,535 [21,284]_ﬂ 72,467 (21,105}

Consumer, enterprise and other receivables balances that are past due for more than 90 days are
considered to be in default and creditimpaired. Government accounts are provided for hased on specific
assessment and are net of expected credit losses provision of BD 1,658 thousand (2017: BD 1,790

thousand}
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4
a)

FINANGIAL INSTRUMENTS ~ FAIR VALUES AND RISK MANAGEMENT {continued)
Credit risk (continued)

(vi) Amounts due from telacom operators including coniract assets

b)

The maximum exposure to credit risk {net of ECL provisions) for amounts due from telecommunications
operators by type of customer is as follows:

2018 2017
Telecom operators
Intemational operators 8,888 12,168
Local operators 5,674 3,907
14,562 16,075

Liquidity risk

Liquidity risk is the risk that the Group will encounter difficulty in meeting obligations associated with
financial liabilities that are settted by delivering cash or another financial asset. The Group’s approach to
managing liquidity is to ensure, as far as possible, that it will always have sufficient liquidity to meet its
liabilities when due, under both normal and stressed conditions, without incurring unacceptable lossesor
risking damage to the Group's reputation. Liquidity risk may result from an inability to sell a financial asset
quickly at close to its fair value. A major portion of the Group's funds are invested in cash and cash
equivalents which are readily available to meet expected operational expenses, including the serviging
of financial obligations.

The following are the remaining contraciual maturities of financial liabilities at the reporting date. The
amounts are gross and undiscounted, and include estimated interest payments and exclude the impact
of netting agreements:

] 1-2 More
T Carrying | Contractual Within than
Non-derivative financial
liabilities at 31 December 2018 | 2Mount | cashflows | | oneyear | Years | two
years
Trade payables 35,295 35,295 35,295 - -
Accrued expenses, contract
liabilities and other payables 58,141 58,141 58,141 - -
Amount due to
telecommunications aperators 10,087 10,087 10,087 - -
Loans and borrowings 236,780 247,368 32,456 190,565 24,347
340,303 350,891 135,979 190,565 24,347
i === 1-2 More |
Non-derivative financial iabilies | S2rYing | Contractual dilieng Vears | than two
at 31 December 2017 y years
Trade payables 38,655 38,655 38,655 - -
Accrued expsnses and other
payables 77,835 77,335 77,335 . -
Amount due to
telecommunications operators 14,067 14,067 14,067 - -
Loans and bormrowings 238,195 257,968 24,519 17,307 | 216,142
| 368,252 388,025 154,576 | 17,307 | 216,142

35




Bahrain Telecommunicatiens Company BSC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 Decermnber 2018 BD’'000

4

c)

(i)

(it}

FINANCIAL INSTRUMENTS ~ FAIR VALUES AND RISK MANAGEMENT {continued)
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 Group’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 on risk. The Group incurs financial liabilities, in order to manage
market risks. All such transactions are carried out within the guidelines set by the Group Treasury
Function.

Currency risk

Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign
exchange rates. The Group is exposed to currency risk on sales and purchases that are denominated in
a currency other than the respective functional currencies af Group entities, primarily the Bahraini Dinar,
Jordanian Dinar, Maldivian Rufiyaa (which are pegged to the US Dallar), Kuwaiti Dinar and British
Pounds. The Group's exposures to currency risk is limited as the majority of its iInvestments, due to and
from international operators are denominated in US Dollar or denominated in currencies which are
peaged to US Dollar,

The Group seeks to manage currency risk by continually monitoring exchange rates and by maintaining
an adequate level of foreign currencies to cover its expected commitment to international
telecommunication operators. These amounts are placed significantly in short-term fixed deposit
accounts. In respect of other monetary assets and liabiliies denominated in foreign currencies, the Group
ensures that its net exposure is kept to an acceptable level by buying or selling foreign currencies at spot
rates when necessary to address short-term imbalances.

The Group's investment in its subsidiaries is not hedged as those currency positions are considered to
be iong-term in nature. In respect of other monetary assets and liabilities denominated in foreign
currencies, considering the nature of its financial instruments, the Group currently is not engaged in
hedging of fareign currency risk.

Interest rate risk

Interest rate risk is the risk that the value of a financial instrument will fluctuate due to changes in market
interest rates. Under the Group’s interest rate management policy, interest rates on monatary assets and
liabilities denominated in Bahraini Dinars, Jordanian Dinars, and Kuwaiti Dinars are maintained on a
floating rate basis. The average interest rate yield from bank deposits and debt securities during 2018
was 3.57% (2017: 3.02%),

Atthe reporting date, the interest rate profile of the Group's interest-bearing financial instruments was:

2018 2017
Fixed rate instruments
Financial assets 50,426 43,684
Financial liabilities 177,817 177,472
Variable rate instruments
Financial assets 115,632 117,440
Financial liabilities 58963 | | 60,723 |

Fair value sensitivity analysis for fixed rate instruments

The Group does not account for any fixed rate financial assets and liabilities at fair value through the
profit or loss. Therefore, a change in interest rates at the reporting date would not affect the profit or loss.
Increase or decrease in equity resulting from variation in interest rates will be insignificant,
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4
c)

(i)

FINANCIAL INSTRUMENTS - FAIR VALUES AND RISK MANAGEMENT (continued)
Markef risk (continued)

Interest rate risk (Continued)

Cash flow sensitivity analysis for variable rate instruments

A change of 100 basis points in interest rates at the reporting date would have increased/(decreased)
equity and profit or loss by BD 567 (2017: BD 567). This analysis assumes that all other variables, in
particular forsign currency rates, remain constant,

(i) Other price risk

d)

The primary goal of the Group’s investment strategy is to ensure risk free returns and invest surplus fund
available with the Group in risk free securities. Market price risk arises from investments held by the
Group (refer Note 9). The Group Treasury Function monitors its investment portfolio based on market
expectations and credit worthiness of the underlying investees. Material investments within the portfolio
are managed on an individual basis and all buy and sell decisions are approved by the Group’s Board of
Directors.

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 Group. The Beard seeks to maintain a balance
between the higher returns and growth that might be possible with higher levels of borrowings and the
advantages and security afforded by a sound capital position. The Board of Directors monitors the
returns on capital, which the Group defines as total equity and the level of dividends to shareholders.
The Group's cbjectives for managing capital are:

= to safeguard the entity's ability to continue as a going concern, so that it can continue to provide
returns for shareholders and benefits for other stakeholders; and

= to provide an adequate return to shareholders by pricing products and services commensurately
with the level of risk.

The Group manages the capital structure and makes adjustments to it in the light of changes in economic
conditions and the risk characteristics of the underlying assets. In order to maintain or adjust the capital
structure, the Group may adjust the amount of dividends paid to shareholders, return capital o
shareholders, issue new shares, or sell assets to reduce debt. There were no significant changes in the
Group's approach to capital management during the year.
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4 FINANCIAL INSTRUMENTS — FAIR VALUES AND RISK MANAGEMENT {continued)

e) Accounting classification of financial instruments
Classification of financial assets and financial liabilities. together with the carrying amounts as disclosed
in the consolidated statement of financial position,

Fair value

At Fair value throuah Total
31 December 2018 amortised through rofit?:r carrying
cost ocCl P amount
loss
Financial assets
Other investments at fair value - 50,996 103 51,099
Trade receivables and contract
assets — net 75,799 - - 75,799
Other receivables 41,966 - . 41,966
Cash and bank balances 142,763 - - 142,763
260,528 50,996 103 311,627
Financial liabilities
Trade payables 35,295 - - 35,295
Accrued expenses, contract liabilities
and other payables 58,141 . - 58,141
Amounts due to telecommunications
operafors 10,087 - - 10,087
Loans and borrowings 236,780 . - 236,780
340,303 - - 340,303
At . Fair value Total
31 December 2017 amartised FEMEVEIE through carrying
through QCI )
cost profit or loss amount
Financial assets
Other investments at fair value = 41,488 104 41,592
Trade receivables and contract
assets— net 74,534 . - 74,634
Other receivables 49,579 - - 49,579
Cash and bank balances 158,703 2 - 158,703
282,816 41,488 104 324,408
Financial liabilities
Trade payables 38,655 - - 38,655
Accrued expenses and other payables 75,208 - 2,127 77,335
Amounts due to telecommunications
operators 14,067 - - 14,067
Loans and borrowings 238,195 - - 238,195
366,125 - 2,127 368,252
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4
f)

FINANCIAL INSTRUMENTS - FAIR VALUES AND RISK MANAGEMENT (continued)
Measurement of fair values

The Group's financial assets and financial liabilities are measured at amortised cost except for certain
investments (refer note 3 (i) which are carried at fair vaiue. Fair values measurement assumes that the
asset or liability is exchanged in an orderly transaction between market participants to sell the asset or
transfer the liability at the measurement date under current market conditions.

Underlying the definition of fair value is a presum ption that an enterprise s a going concemn without any
intention or need to liquidate, curtail materially the scale of its operations or undertake a transaction on
adverse terms.

Fair value hierarchy

The Group measures fair values using the following fair value hierarchy that reflects the significance of
the inputs used in making the measures:
* Level 1: Quoted market price {unadjusted) in an active market for an identical instrument.

¢ Level 2: Valuation techniques based on observable inputs, either directly (i.e. as prices) or indirectly
{i.e. derived from prices). This category includes instruments valued using; quoted market prices in
active markets for similar instruments; quoted prices for identical ar similar instruments; quoted prices
for identical or similar instruments in markets that are considered less than active; or other valuation
techriques where all significant inputs are directly or indirectly observable from market data.

* Level 3: Valuation techniques using significant unobservahle inputs. This category includes all
instruments where the valuation technique includes inputs not based on observable data and the
unobservable inputs have a significant effect on the instrument's valuation. This category incluges
instruments that are valued based on gquoted prices for similar instruments where significant
unobservable adjustments or assumptions are required to reflect differences between the
instruments.
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4 FINANCIAL INSTRUMENTS - FAIR VALUES AND RISK MANAGEMENT (continued)

f) Measurement of fair values (continued)

The table below analyses financial instruments, by the level in the fair value hierarchy into which the
fair value measurement is categorised:

Fair value
. Total
31 December 2018 Level 1| Lovel2 | Level3 | YOI faIr | carrying
value amount

Financial assets at fair value through Profit
and Loss (FVTPL)

Other investments - equity securities - : 103 103 103
Financial assets at fair value through OCI
Other investments — debt and equity

securities 37,773 13,223 50,996 50,996
Financial liabilities not measured at fair
value
Loans and borrowings 174,734 -| 58963 233697 | 236,780
Fair vailue _ el
1 - gle
31 December 2017 Level 1 Level 2 | Level 3 Total fair carrying
value amount
Financial assets at fair value through Profit
and Less (FVTPL)
Other investments ’ - 104 104 104
Financial assets at fair value through OC|
Other investments 41,488 3 - 41,488 41,488
Financial liabilities not measured at fair vatue
Loans and borrowings 175,849 - | 60,724 | 236,573 238,195
Financial liabilities measured at fair value
Contingent consideration (Other Payables) - ’ 2.127 2,127 2,127
|

There were no transfers between the level 1 and level 2 during the year. The Group has not disclosed the
fair value for financial instruments such as short term trade and other receivables, trade and other payables
and cash and bank balances, because their carrying amounts are a reasonable approximation of fair
values.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2018 BD’000
6 GOODWILL . B
2018 2017
At 1 January 136,602 155,053
Exchange rate adjustments {1.235) 1,649
Impairment charge for the year - _(20,000)
At 31 December 135,367 136,602

a)

b)

(1)

(i}

(i)

Analysis of Goodwill
Goodwill has been allocated to the following operating segments / cash generating units {CGUs):

2018 2017
Jordan 81,318 91,200
Maldives 21,871 21,871
Sure 22,143 23,494
Qihers 35 37
135,367 136,602

Impairment of goodwill

The Group tests for impairment of goodwill annually or more frequently if there are any indications that
impairment may have arisen. The recoverable amount of a Cash Generating Unit has been determined
based on fair values less costs to sell. Fair values less costs to sell are estimated by using a combination
of the capitalised earnings approach and a market approach comparing the same with those of other
telecom companies within the region.

The key assumptions for the fair values less costs to sell calculations are those refating to discount rates,
the long term growth rates, penetration and market share assumptions, average revenues per user,
eamings before interest, taxation, depreciation and amortisation ("EBITDA") and capital expenditure to
sales rafio. These calculations use cash flow projections based on financial budgets approved by
management, covering the period of the validity of the telecom license (typically 5 years). Cash flows are
extrapolated using the estimated growth rates (range between 1% to 3%). The weighted average growth
rates are consistent with forecasis. The post-tax discount rates used for the calculations range between
B.6% to 12.1%.

The above estimates were tested by the Group for sensitivity in the following areas:

- Anincrease / decrease in the discount rate and the long term growth rates used
- Achange in market share

- Adecrease in future planned revenues and EBITDA margins

- Anincrease in capex to sales ratio forecasts

The results of the sensitivity testing revealed that the fair values less costs to sell calculations is sensitive
to changes in the above variables, and any adverse change in key assumptions coulid rasult in a materially
significant change in the carrying value of the goodwill and related assets. In case of the Jordan CGU, the
recoverable amount of the CGU was more than its carrying value and accordingly no impairment loss has
been recognised in 2018 (2017: BD 20 million impairment charge) in respect of goodwill allocated to
Jordan CGU. For Maldives, Sure and other locations, recoverable amounts exceed the carying value by
acomfortable range. Refer note on segment reporting (note 32) for details of net assets (inciuding goodwill
and intangibles) attributable to each CGU.
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7 OTHER INTANGIBLE ASSETS
31 December 2018 Licenses Others Total
Cost [
At 1 January 166,696 103,891 270,587
Additions during the year 526 9,757 10,283
Reclassification 4,026 (4,026} 2
Disposals during the year - (266) (266)
Transfer to asset held-for-sale (3,605) (2,400) (8,005}
Effect of movements in exchange rates (2,049) (1,617} (3,666}
At 31 December 165,594 105,339 270,933
Amortisation
At 1 January 67,132 68,086 136,118
Charge for the year 12,655 11,146 23,801
Reclassification 1,378 (1,378) -
Disposals during the year = {(265) {265)
Transfer to asset held-for-sale (3,605} (1,662) (5,267)
Effect of movements in exchange rates (808) 11,240) (2,048)
At 31 December i 76,752 75,587 152,339
Net book value
At 31 December 2018 88,842 29,752 118,594
31 December 2017 Licenses Others Total
Cost
At 1 January 163,975 93,897 257,872
Additions during the year 1,361 8,825 10,186
Disposals during the year (1,436) {988) {2,424)
Effect of movements in exchange rates 2,796 2,157 4,953 |
At 31 December 166,696 103,891 270,587 |
Amortisation
At 1 January 56,574 60,812 117,386
Charge for the year 11,136 7,893 19,029
Dispesals during the year (1.436) (988) (2,424)
Effect of movements in exchange rates 858 1269 | 2,127
At 31 December 67,132 68,986 136,118_
Net book value
At 31 December 2017 l 99,564 34,905 134,469 J

Others includes trade name, customer relationshi

Indefeasible right to use (IRU) including those recognisad as part of acquisition accounting,

p and associated assets, non-network software’s and



Babrain Telecommunications Company BSC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2018 BD'000

8 INVESTMENT IN ASSOCIATE

The Group has a 26.943% interest in Yemen Company for Mobile Telephony ¥.S.C (“Sabafon”). The principal
activities of the Company are to develop, install and operate GSM cellular telephonte network and to sell
cellular telephone services and accessories in Yemen. The Group has determined that it has significant
influence because it has representation on Sabafon's Board of Directors.

The following table analyses the carrying amount and share of ioss during the year:

2018 2017
At 1 January 34,836 68,806
Share of loss of associate (net) (6,976) {3,970)
Impairment I = (30,000)
At 31 December [ 27,860 { 34,836

Tha summarised aggregate financial information of the associate {unaudited and as of 30 November 2018;
2017: unaudited and as of 30 November 2017} is as follows:

2018 | [ 2017
Non-current assets 67,810 74,973
Current assels 59,474 70177
Non-current liabilities (65.257) (61,776)
Current liabilities (70,500} (61,024)
Revenues 51,262 61,223
Net loss for the period  (18,568) | | (859)

During 2018, the Group assessed impairment of the associate due to the uncertainty associated with the on-
going situation in Yemen. The recoverable amount has been assessed at higher of fair value less cost of
disposal and value-in-use basis, The assessment was made based on time required for the business and
economy to stabilize and projected future business plans for a period of 5 years assuming normalized
operations around its historical level, The post-tax discount rates used for the calculation is 14 % taking into
consideration the uncertainty over amount and timing of future cash flows, uncertainty inherent in the asset,
illiguidity and other factors reflected in valuing the expected future cash flows. The Group also considered
the business potential, market conditions, sustainable marging and future cash flows that the Company would
be able to generate in the projection period.

The impairment assessment indicated that the recaverable amount would exceed the current carrying vaiue

at 31 December 2018 and hence no additionat impairment has been considered in these consalidated
financial statements (2017: impairment loss BD 30M) in respect of the investment.
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9 OTHER INVESTMENTS _
2018 2017
a. At Fair Value Through Other Comprehensive
Income (FVOCI)
- Debt securities (i) 46,801 34,527
- Equity securities {ii) 4,195 6,961
b. At Fair Value Through Profit and Loss (FVTPL)
- Equity securities [ 103 | | 104 |
51,099 41,592
Investment properties (iii) 6,997
| 58,096 41,592
Other investments are classified as follows: . e
2018 207
Current assets 12,839 -
Non-current assets 43,257 41,592
|
58,096 41,562

(i)

Debt securities comprise Group’s investment in:

- Bahrain Sovereign Bonds amounting BD 34.0 million (2017; BD 34.5 million). These bonds have
maturity dates ranging from 2020 to 2023, carry a fixed semi-annual coupon interest ranging from 5.5%
to 6.125% per annum on the face value; and

- Kingdom of Bahrain treasury bills ameunting BD 12,8 million (2017: nil}. These bills have maturity dates
ranging from 3 to 6 months and carry interest ranging from 4.248% to 4.402% per annum on the face
value. At 31 December 2018, all of these bills were classified under current assets as maturing within the
next 12 months.

Equity securities at FVOCI include:

- BD 3.8 million {2017: BD 6.9 million) representing market value of equity investment in Etihad Atheeb
Telecommunications Company (“the investee”), a company listed on Saudi Stock Exchange. In 2018, the
market value of the investment declined by BD 3.2 million and was recognised in consolidated statement
of other comprehensive income.

- BD 0.4 million {2017: nil} representing Group's investment in Al Waha Venture Capital Fund of Funds,
which is closed ended Babrain domiciled P{U managed by Bahrain Development Bank.

(i) Investment properties comprise Group's investment in certain land plots in an overseas territory that were

acquired during 2018 as part of an exchange transaction. The fair value of the properties at 31 December
2018 was estimated at BD 11.8 million based on a valuation by qualified independent valuers and
classified as level 2.
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10 TRADE AND OTHER RECEIVABLES il
2018 2017
Trade receivables 74,136 74,830
Contract assets (unbilled revenue) 26,788 24,785
{ ess impairment allowance | (25,125} (25,181)
75,799 74,534
Prepaid expenses 6,760 8,308
Other receivables 41,966 49,579
124,525 132,509

The Group recognised the cumulative effect of initially applying IFRS 15 as an adjustment to the opening

balance at 1 January 2018 (refer note 3 {c}).

The maximum exposure to credit risk for trade and other receivables at the reporting date by type of

counterparty was as follows:

Customer agcounts
Telecom cperators
Contract assets (unbilted revenue)

‘The mavement on the allowance for impairment was as follows:

At 1 January

Impairment loss recognised for the year
Provisicn related to asset held-for-sale
Effect of movements in exchange rates
Written off during the year

At 31 December |_

2018 | 2017
34,449 33,674
14,562 16,075
26788 | | 24785
75,799 74 534
" 2018 2017 |
25,181 24703
5,311 1,079
(4,394) .
118 (83)
 (1,001) (1.418)
25,125 25,181

The impairment allowances as at 31 December 2017 and 2018 represent life-time ECL on trade

receivables and contracts assets (refer to note A{a)).

11 CASH AND BANK

Cash in hand
Cash at bank

2018 2017
419 2,591
142,344 156,112
142,763 158,703

Cash and bank include BD 56,976 (2017: BD 62,380} on account of short-term deposits with maturities
exceeding three months and unclaimed dividends, which have been excluded for the purposes of
consolidated statement of cash flows. Further, BD 10,570 (refer to note 12) assaciated with asset held-
for-sale isincluded as cash and cash equivalent for the purposes of consolidated statement of cash flows.
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12 ASSET HELD-FOR-SALE

In September 2018, the Group committed to a plan to s

ell its Kuwait operations segment. Accordingly, these

cperations are presented as a disposal group held-for-sale. Efforts to sell the disposal group have started and
a sale is expecied to conclude within next twelve months. No impairment losses are expected as a result of

this transaction.

The assets, liabilities, comprehensive income and cash flows of the disposal group are as below:

ASSETS
Property and equipment
Other intangible assets
Inventories
Trade and other receivables
Cash and bank balances
Total assets

LIABILITIES
Trade and other payables - current
Trade and other payables - non-current
Total liabilities
Net assets

Non-controlfing interest
Comprehensive income

Revenue (external customers)
inter segment revenue

Total revenue

Expenses

Results from operating activities
Non-operating ltems

Profit for the year

Other comprehensive income

Total comprehensive income for the year

Cash Flows

Net cash used in operating activities
Net cash from investing activities

48

31 December
2018

1,462
738
190

13,864
10,570
26,814

17,263
2,368

19,631

7,183

T 718

2018

20,225 |

£ 5,927
26,152

_ (24,155}
1,997
1,140 |
3,137
—447)

3,090 |

2018

(3,290) |
5,044
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13 TRADE AND OTHER PAYABLES
2018 2017
Trade payables 35,205 38,655
Ameounts due o telecommunications operators 10,087 14,067
Provisions, accrued expenses and other payables (note 14) 61,913 92,278
Caontract liabitity 3,091 .
Customer deposits and billings in advance 26,937 30,227
Current tax liability 3,460 2,775
140,783 178,002
Trade and other payables are classified as follows: ) N
2018 2017
Current liabilities 136,612 171,892
MNon-current liabilities 4,171 8,110
140,783 178,002

Significant changes in the contract liabilities balances during the year are as follows.

At 1 January

Cash received during the year
Transferred to revenue during the year
Effect of movements in exchange rates

At 31 December

14 PROVISIONS

2018

3,055
28,144
(28,077}

(31

3,09

[ncluded within provisions, accrued expenses and other payables are amounts provided for voluntary
employee retirement program and asset retirement abligation. The movement in provisions is as follows:

| Voluntary employee [ Asset retirement |
retirement program obligation
provision
2018 2017 2018 2017
At1 January 2,352 - 3,922 3,781
Amounts provided during the year - 8,050 292 141
Amounts paid during the year (2,352) (5,698) - .
Amounts written back during the year - (43) -
At 31 December - 2,352 4171 3,922
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For the year ended 31 December 2018 BD’000
15 LOANS AND BORROWINGS
2018 I 2017
Current
Term financing from a bank i) 9,739 9,730
Vendor financing - 1,055
Overdraft liabilities fii) I 15,139 5,156
24,878 | | 16,941
Nen-current
Term financing from a bank ()] 34,085 43,782
Bonds (i) | 177,817 177,472
211,902 221,254
| 236,780 238,195

(i} Long term loan facility with a total available amount of BD 58.4 million {of which BD 43.8 million
outstanding as of 31 December 2018) which has been utilised by a group company to fund the
company’s working capital and license fees. The facility bears an interest rate of PLR — 3.35% per
annum and is due to be settled by 2023. As at 31 December 2018, BD 9.7 million of the outstanding
amount was classified under current liabilities being due within the next 12 months;

(i) A Group company has obtained over draft facilities to support its working capital needs. The interest
rates on these facilities range from 6.13% to 6.40% p.a. and the amount drawn at the balance sheet
date amounted to BD 15,1 million (2017: BD 6.2 million).

The undrawn overdraft limits as at 31 December 2018 amounted to BD nil (2017: BD 2.9 million};
and

(iii) Long term bonds have a face value of BD 178.3 million. The bonds are listed for trading on the Irish

Stock Exchange. The bonds have a tenor of 7 years maturing in 2020, unsecured and were priced
at 325 points over 7 years US Treasuries, for a yield of 4.342% and coupen of 4.250% payable semi-
annually.
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16 INCOME TAXES
Amounts recognised in profit or loss for the year o =
2018 2017
Current tax expense 6,961 RIT5
Deferred tax expense {5,192) (3,066}
Tax expense for the year 1,769 2,709

Corporate income tax is not levied in the Kingdom of Bahrain for telecommunication companies and
accordingly the effective tax rate for the Corporation is 0 % (2017: 0 %). The table below reconciles the
difference betwaen the expected tax expense of nif (2017 nil} (based on the Kingdom of Bahrain effactive
tax rate) and the Group’s tax charge for the year. Subsidiaries are taxed at the combination of various tax

rates ranging from 15 % to 27 %.

Reconciliation of actual to expected tax charge

Profit before tax
Corporation tax rate of 0 % in Bahrain (2017: ¢ %)

Effect of different tax rates of subsidiaries operating in other
jurisdictions

Tax expense for the year

Profit after tax for the year

2018 2017
61,984 15,949

1,769 2,709
1,769 2,709
60,215 13,240

The following represent the deferred tax liabilities recognised by the Group and movements thereon during

the current and prior reporting period:

At 1 January
Credit to the consolidated profit or loss

Exchange differences

At 31 December

2018

2017

13,837 14,867

(3,087) (1,850)
(448) 820

10,302 13,837

The recognised deferred tax asset of BD 9,639 (2017: BD 7,534) is attributable to the lemporary
differences related to Group’s operations in Jordan, Maldives and Channe! Islands jurisdictions.
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17 SHARE CAPITAL
2018 2017
a} Authorised
2,000 (2017: 2,000) million shares of 100 fils each 200,000 200,000
b) Issued and fully paid:
1,663 (2017: 1,663) million shares of 100 fils each 166,320 166,320

- Names and nationalities of the major shareholders and the number of equity shares held in which
they have an interest of 5 % or more of outstanding shares are as follows:

Name

Bahrain Mumtalakat Holding Company BSC (c)
Amber Holdings Limited
Social Insurance Organisation

- Distribution schedule of equity shares:

Categories

Less than 1%

1 % up to less than 5 %

5 % up to less than 10 %
10 % up to less than 20 %
20 % up to less than 50 %

Number of
shares % of share
Nationality | (thousands) holding
Bahrain 609,840 37
Cayman Islands 332,640 20
Bahrain 337.836 20
1
Number of | % of total
shares Number of outstanding
(thousands) shareholders shares
284,912 10,745 17
97,972 3 fi
1,280,316 3 7
1,663,200 10,751 100
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18

a)

b)

19

STATUTORY AND GENERAL RESERVE
Statutory reserve

The Bahrain Commerciai Companies Law 2001 (as amended} requires all companies incorporated in
Bahrain to transfer 10 % of net profit for the year to a statutory reserve, until such reserve reaches a
minimum of 50 % of the paid-up capital. Transfer to statutory reserve, effected by the subsidiaries in
accordance with the applicable law of the country of incorporation, is retained in the subsidiary concerned
and included as part of Group statutory reserve. The reserve is not available for distribution, except in the
circumstances stipulated in the applicable law of each country.

The shareholders of Umniah in their meeting held on 12 July 2018 approved transfer from statutory
reserve of BD 3,765 of which Group’s share was BD 3,630, Further, for the year ended 31 December
2018, a transfer to statutory reserves of BD 2,674 was proposed by the Board of Directors and is to be
put forward for approval at the Annual General Meeting on 27 March 2619. These consolidated financial
statements reflect the effect of this proposed transfer.

General reserve

The general reserve is distributable only upon a resolution of the shareholders at the Annual General
Meeting. No transfer was made during the year 2018 by the sharehoiders of the Company, However, the
shareholders of Umniah in their meeting held on 12 July 2018 approved transfer from general reserve of
BD 1,966 of which Group’s share was BD 1,890,

DIVIDENDS

The dividends paid in 2018 and 2017 were BD 41.6 million {25 Fils per share}. The dividends paid in 2018
include an amount of BD 24.9 millien relating to the final dividend for the year ended 31 December 2017
and interim dividend (subject to AGM ratification) of BD 16.6 million for the year 2018. The total dividend
in respect of the year ended 31 December 2018 of 27.5 Fils per share, amounting to BD 45.7 million
(including final dividend of BD 29.1 million) was proposed by the Board of Directors and is to be put forward
for approval at the Annual General Meeting an 27 March 2019. These consolidated financial statemenl(s
do not reflect the final dividend payable.
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Bahrain Telecommunications Company BSC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2018 BD’000
21 REVENUE (continusd)

b) Contract Costs

During 2018, the Group capitalized incremental commission fees paid to intermediaries as a result of obtaining
contracts as contract costs amounting BD 8,715, Such capitalized commission fees are amortized when the
related revenues are recognized, which amortisation amounted to BD 2,975 in 2018, In the cornparative
period, all commission fees were recognized as selling expenses when incurred.

22 NETWORK OPERATING EXPENSES

2018 2017
Qutpayments {0 telecommunications operators 61,314 50,004
Cost of sales of equipment and services 57,688 56,993
Repair, maintenance & other direct cost 22,563 22,347
License fee 6,400 6,899
Operating lease rentals 12,213 11,456
160,178 147,699

23 OTHER OPERATING EXPENSES

2018 2017
Marketing, advertising and publicity 16,673 14,693
IT operations and maintenance 6,399 5,948
Professional fees 3,672 2,683
Office rental and utilities 6,815 6,580
Other expenses 7,680 8,745
41,239 38,549

24 OTHER INCOME, (NET)

2018 2017
QOther non-operating income* 2,046 23,982
Foreign exchange loss (4) {860)
Gain on disposal of assets 1,200 249
Other non-operating expenses (352) (4,000)
Rental income 463 508
3,362 19,889

*During 2017, the Group swapped one of its existing land plots classified as “Property and Equipment”
with a government agency in consideration of land plots with value similar to the market price of the land
given up. Accordingly, the Group recognised the asset at the fair value of the land given up and a gain of
BD 23.7 million was included under "other non-operating income” in 2017.
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25 LOSS ON INVESTMENTS
2018 2017
Inmpairment loss on goodwill related to a subsidiary ] - {20,000)
Impairment loss on investment in associate 8 - (30,000)
Impairment loss on other investments (debt investment at
FVYOCI) - (567)
Fair value changes (equity investment at FVTPL) - 682
- (51,249)

a) Defined benefit scheme

26 POST-EMPLOYMENT BENEFIT ASSETS

At 31 December 2018, the Group operates a defined benefit pension plan (the Scheme) in Sure
(Guernsey) Ltd for the employees of that company. Under the Scheme, the retirement benefits are based
on the employee’s pensionable pay and length of service. The assets of the Scheme are held in a separate
trustee administered fund. The Scheme was closed to new entrants from 1 April 2005 and was closed to
future accrual by current members on 31 July 2014,

The following table shows reconciliation from the opening balances to the closing balances for net defined
benefit liability (asset) and its components.

2018 2017
Net Net
Fair defined Fair defined
Defined | value of benefit Defined | wvalue of benefit
benefit plan liability/ benefit plan liability/
obligation assets (asset) obligation assets {asset)
At 1 January 16,574 20,171 (3,597) 15,008 18,541 (3,532)
Included in profit or loss -
Interest costs/ (income) 385 470 (85) 405 501 (96)
Expense costs - (54} 54 - (139) 138
Settlement credit . - = (59) {32) (37
385 416 (31) 336 330 B
included in OC{
Actuarial changes arising from:
- demographic assumptions (460) (460) (276) (276)
- financial assumptions (1,142) {1,142} 597 - 597
- experience adjustments (112) (112) 5 - 5
Return on plan assets
excluding interest income - (377) ary - 60 (60)
Movements in exchange rates (882 | (1,198) 216 1,405 1,739 {334}
{2,606) {1,575) (1,121} 1,731 1,799 (68)
Other
Contributions paid by employer - 3 (3)
Benefits paid __ {537 (637} - {502} (502) -
At 31 December 13,726 18,475 (4,749) 16,574 | 20,171 (3,597
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26 POST-EMPLOYMENT BENEFIT (continued)
a) Defined benefit scheme (continued)

The following tables summarise the components of net benefit {credityfexpense recognised in the
consolidated statement of comprehensive income and the funded status and amounts recognised in the

consclidated statement of financial position for the respective plans:

2018 2017
Interest income on benefit obligation (85) (98)
Expense cost 54 139
Settlement credit - (37)
{31) 6
The major categories of plan assets of the fair value of the total plan assets are, as follows:
2018 2017
Bonds 3,591 3,912
Others 14,6884 16,259
| . i
| 18475 20171 |
The following table sets out the principle actuarial assumptions used for the Scheme:
Assumptions 2018 2017
Price inflation 3.50% 3.45%
Discount rate 2.90% 2.40%
Pension increases 3.50% 3.45%
Life expectancy of male aged 60 in 2018 (2017:2017) 27.5 281
Life expectancy of male aged 60 in 2038 (2017: 2037) 20.4 30.4
b) Defined contribution plan
The provision for leaving indemnity in respect of employees amounted to BD 4.4 million (2017: BD 4.4

million) and is included under provisions and accrued expenses. The Group has recognised BD 0.9
rtillion (2017: BD 0.7 million) as an expense for leaving indemnity in respect of employeges. The Group's
contributions in respect of local employees against their pension rights and other social benefits

amounted to BD 5.2 million (2017: BD 5.1 million).

27 EARNINGS PER SHARE (“EPS”)

2018
Profit for the year attributable to equity holders of the Company 50,108
Weighted average number of shares outstanding
during the year {in million) 1,663
Basic eamnings per share (Fils) 30.1

2017

3,491

1,663
2.10

Diluted earnings per share have not been presented separately as the Group has no commitments that

would dilute earnings per share.
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28 COMMITMENTS AND CONTINGENCIES

a) Capital commitments

The Group has capital commitments at 31 December 2018 amounting to 8D 31.6 million {2017:
BD 17.9 million}.

b) Contingent liabilities

The Group is involved in certain matters relating to notifications from regulatory authorities and
government tax departments of claims and other notices amounting to BD 1.5 million (2017: BD 1.5
million). The Group is of the view that there are no legitimate legal grounds for such claims and
notices, and all necessary legal steps to respond to and defend its position are being taken.

c) Guarantees

(i) As at 31 December 2018, the Group's banks have issued guarantees, amounting to BD 12.3 million
(2017: BD 4.8 million) and letters of credit amounting to BD 14.6 million (2017: 7.3 million).

(i) The Company has furnished a comfort letter for BD 1.9 million (2017; BD 1.9 million} to
Telecommunications Regulatory Commission, Jordan for providing a financial guarantee for the
subsidiary companies aperating in Jordan.

(i} The Group has furnished guarantees amaunting to BD 2.2 miliion {Dec2017: BD 3.0 million) to a bank
for extending credit facilities to an investee company in the Kingdom of Saudi Arabia,

d) Operating leases
The Group enters in to cancellable and non-cancellable operating lease agreements in the normal

course of business, which are principally in respect of property and equipment. Non-cancellable
operating lease commitments are as follows:

2018 2017
Future minimum lease payments
Within one year 8,280 2,784
After one year but not more than five years 21,284 6,425
More than five years 14,170 | 6.415
43,743 15,634 |

e} Staff housing loans

The Company offers loan assistance to its Bahraini employees for the acquisition of residential
properties. The loans are funded through a local commercial bank and secured by a guarantee issued
by the Company. The policy of providing staff housing loan guarantees was discontinued in 2007, The
Company bears 75% {2017: 75 %) of the loan interest. At 31 December 2018, the Company has an
outstanding guarantee of BD 0.7 million (2017: BD 0.8 million) towards housing loans to staff.

&0
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29 NON-CONTROLLING INTEREST {NCI)

The table below shows details of non-wholly owned subsidiaries of the Group that have material non-
controlling interests before any intra-group eliminations:

2018 2017 |

Entity QualityNet Dhiraagu QualityNet Dhiraagu
NCI Share 10% 48% 10% 48 %
Non-current assets (excluding goodwill} 2,190 77,985 7,180 77,465
Current assets 24,624 24,119 23,443 27,411
Non-current liabilities {17,263) {16,089) (2,188) {7,883)
Current liabilities (2,368) (7,904) (20,292) (17,716)
Net assets 7,183 78,111 8,143 79277
Carrying amount of NCI 718 37.493 814 38,053
Revenue 26,152 67,540 27,578 64,064
Profit & total comprehensive income 3,137 20,605 3,370 20,090
Profit allocated to NCI 314 8,890 | 337 9,843
Cash (used in}/ from operating activities (3,290) 28,576 3,282 24,589
Cash from/ {used in) investing activiies 5,044 (12,412} (772) (8,145)
Cash used in financing activities, before
dividends to NCI (3,652) (12,277) (3,832) (14,384)
Cash used in financing activities - cash

| dividends to NCI (408) (10,533) (426) (12,851)
Net decrease in cash and cash
eguivalents (2,304) (6,646} (1,748) (10,791}

30 TRANSACTIONS WITH RELATED PARTIES

(il The Company qualifies as a government related entity under the definitions provided in the IAS 24, The
Company provides telecommunication services to various Government and semi government organisation
and companies in the Kingdom of Bahrain. The Company also avails various services from Government
and semi government organisation and companies in the Kingdom of Bahrain. Such transactions are in
the normal course of business and are not considered to be individually significant in terms of size.

() Transactions with key management personnel; Key management personnel of the Group comprise of the
Board of Directors and key members of management having authority and responsibility for planning,
directing and controlling the activities of the Group.

The key management personnel compensation is as follows:

Short-term employee benefits
Post~employment benefits

Total key management personnet compensation

Post-employment benefits outstanding

Directors remuneration (including sitting fees)

{iif) Transactions with associates are disclosed under note 8.
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2018 2017

2,335 2,279

49 165

2,384 2,444
2018 2017

291 275

505 642
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30 TRANSACTIONS WITH RELATED PARTIES (continued)

{iv) Directors’ interests in the shares of the Company at the end of the year were as follows:

2018 2017
Total number of shares held by Directors 317,112 324,682
As a percentage of the total number of shares issued 0.02% _ 0.02%

(v} Executive management interests in the shares of the Company at the end of the year were as follows:

2018 2017
Total number of shares held by executive management 219,450 103,850
As a percentage of the total number of shares issued 0.02% 0.01%

31 COMPARATIVES

The comparative figures have been regrouped, where necessary, in order to conform to the current year's
presentation. Such regrouping did not affect the previously reported profit, comprehensive income for the
year or total equity.
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33 LIST OF PROPERTIES OWNED AND RENTED BY THE COMPANY IN BAHRAIN

Description ' Usage = Owned/Rented
Hamala Headguarter Offices QOwned
Diplomat Building Offices & Telecoms Owned
Telephone House Offices & Telecoms Owned A
Telegraph House Offices & Telecoms Owned
Batelco Commercial Centre Offices & Exchanges Owned
Earth Station Satellite Station Owned

| Hamala Transmitters Transmission Station Owned
Abu! Land Car Park Car Park Owned
Sales Site (in BCC) _| Customer Service Centre & Offices Owned

| 16 Sales Site Customer Service Centre Rented
gggéﬁ?;:;ifcsh;ﬁzgsw Gl hass GSM & fixed telephone network Owned
370 different sites used for locating
Remote Line Units (RLUs) Plus MNE | GSM & fixed telephone network Rented
Sites.
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