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Report on review of condensed interim consolidated financial information

The Shareholders
Emirates Integrated Telecommunications Company PJSC
Dubai, United Arab Emirates

Introduction

We have reviewed the accompanying condensed interim consolidated statement of financial position of
Emirates Integrated Telecommunications Company PJSC the “Company”) and its subsidiaries (together
the “Group”) as at 31 March 2018 and the related condensed interim consolidated statements of
comprehensive income, changes in equity and cash flows for the three-month period then ended and notes,
comprising a summary of significant account policies and other explanatory notes. Management is
responsible for the preparation and presentation of this condensed interim consolidated financial
information in accordance with International Accounting Standards No. 34, ‘Interim Financial Reporting’
(“IAS 34%). Our responsibility is to express a conclusion on this condensed interim consolidated financial
information based on our review.

Scope of review

We conducted our review in accordance with the International Standard on Review Engagements 2410,
‘Review of interim financial information performed by the independent auditor of the entity’. A review
of interim financial information consists of making inquiries, primarily of persons responsible for
financial and accounting matters, and applying analytical and other review procedures. A review is
substantially less in scope than an audit conducted in accordance with International Standards on Auditing
and consequently does not enable us to obtain assurance that we would become aware of all significant
matters that might be identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying
condensed interim consolidated financial information is not prepared, in all material respects, in
accordance with 1AS 34.

PricewaterhouseCoopers

i

Mohamed ElBorno

Registered Auditor Number 946
Dubai, United Arab Emirates
25 April 2018

PricewaterhouseCoopers (Dubai Branch), License no. 102451
Emaar Square, Building 4, Level 8, P O Box 11987, Dubai - United Arab Emirates
T: +971 (0)4 304 3100, F: +971 (0)4 346 9150, WWW .puwc.com/me

Douglas O’Mahony, Paul Suddaby, Jacques Fakhoury and Mohamed ElBorno are registered as practising auditors with the UAE Ministry of Economy
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Emirates Integrated Telecommunications Company PJSC and its subsidiaries

Condensed interim consolidated statement of financial position

Reviewed Audited
31 March 31 December
2018 2017
Note AED 000 AED 000
Non-current assets
Property, plant and equipment 4 8,183,387 8,520,866
Intangible assets and goodwill 5 1,132,002 1,130,332
Investments accounted for using the equity method 6 163,322 142,086
Financial asset at fair value through other
comprehensive income 7 18,368 18,368
Derivative financial instruments 8 19,504 13,594
Contract assets 9 185,194 94,631
Total non-current assets 9,701,777 9,919,877
Current assets
Inventories 150,539 99,383
Contract assets 9 626,315 438,739
Trade and other receivables 10 1,648,231 1,701,116
Due from a related party 11 158,531 186,196
Short term investments 12 4,050,000 5,025,000
Cash and bank balances 13 1,823,272 461,125
Total current assets 8,456,888 7,911,559
Current liabilities
Trade and other payables 14 6,402,331 5,214,773
Contract liabilities 9 533,016 468,776
Due to related parties 11 21,624 20,294
Borrowings 15 1,450,665 1,461,318
Total current liabilities 8,407,636 7,165,161
Net current assets 49,252 746,398
Non-current liabilities
Borrowings 15 1,440,012 2,156,344
Contract liabilities 9 126,151 124,997
Provision for employees’ end of service benefits 16 240,004 236,072
Other provisions 17 113,051 110,924
Total non-current liabilities 1,919,218 2,628,337
Net assets 7,831,811 8,037,938
Represented by:
Share capital and reserves
Share capital 18 4,532,906 4,532,906
Share premium 19 232,332 232,332
Other reserves, net of treasury shares 20 1,486,490 2,426,559
Retained earnings 1,580,083 846,141
Total equity / 7,831,811 8,037,938
The condensed - olidated financial statements were approved by the Board of Directors on 25
April 2018 ang/5 g4 on its behalf by:

/ , i )

y : - / -
................................................ e A
Mohamed Al Hussaini Osman Sultan
Chairman Chief Executive Officer

The notes on pages 6 to 30 form an integral part of these condensed interim consolidated financial statements.  (2)



Emirates Integrated Telecommunications Company PJSC and its subsidiaries

Condensed interim consolidated statement of comprehensive income

Note

Revenue 27

Interconnect costs

Product costs

Staff costs

Network operation and maintenance

Outsourcing and contracting

Commission

Telecommunication license and related fees
Marketing

Provision for impairment of trade receivables and
contract assets (net of recoveries)

Rent and utilities

Other expenses 21
Other income

Earnings before interest, tax,

depreciation and amortisation (EBITDA)
Depreciation and impairment

Amortisation and impairment of intangible assets

[Sa I

Operating profit

Finance income 22
Finance costs 22
Share of profit of investments accounted for using

equity method 6
Profit before royalty

Royalty 23
Profit for the period

Other comprehensive income

Items that may be re-classified subsequently
to profit or loss

Fair value changes on cash flow hedge 20
Other comprehensive income for the period

Total comprehensive income for the period
attributable entirely to shareholders of the Company

Basic and diluted earnings per share (AED) 24

Reviewed three-month period
ended 31 March

2018 2017
AED 000 AED 000
3,330,867 3,166,376
(747,673) (769,676)
(320,397) (213,100)
(250,202) (255,969)
(197,699) (190,333)
(107,577) (112,799)
(86,657) (121,420)
67,017 (98,259)
(79,486) (53,195)
(76,286) (66,859)
(28,585) (25,021)
(52,986) (32,794)
1,122 589
1,451,458 1,227,540
(376,612) (345,382)
(43,068) (49,826)
1,031,778 832,332
44,620 47,581
(24,934) (30,334)
1,736 1,633
1,053,200 851,212
(540,599) (486,265)
512,601 364,947
5,910 3,220
5,910 3,220
518,511 368,167
0.11 0.08

The notes on pages 6 to 30 form an integral part of these condensed interim consolidated financial statements. (3)



Emirates Integrated Telecommunications Company PJSC and its subsidiaries

Condensed interim consolidated statement of cash flows

Reviewed three-month period
ended 31 March

2018 2017
Note AED 000 AED 000
Cash flows from operating activities
Profit before royalty 1,053,200 851,212
Adjustments for:
Depreciation and impairment 376,612 345,382
Amortisation and impairment of intangible assets 43,068 49,826
Provision for employees’ end of service benefits 7,982 8,551
Provision for impairment of trade receivables and
contract assets 77,062 67,526
Finance income (44,620) (47,581)
Finance costs 24,934 30,334
Unwinding of discount on asset retirement obligations 1,017 990
Share of profit of investments accounted for using equity
method (1,736) (1,633)
Changes in working capital 25 (191,254) (81,772)
Cash generated from operations 1,346,265 1,222,835
Royalty paid (14,377) -
Payment of employees’ end of service benefits 16 (6,069) (5,318)
Net cash generated from operating activities 1,325,819 1,217,517
Cash flows from investing activities
Purchase of property, plant and equipment (170,198) (326,535)
Purchase of intangible assets (56,694) (88,079)
Payment for additional investments accounted for using
equity method (19,500) -
Interest received 57,630 35,187
Margin on guarantees released/(placed) 8 (3,808)
Short term investments released 975,000 600,000
Net cash from investing activities 786,246 216,765
Cash flows used in financing activities
Repayment of borrowings (726,985) (59,793)
Interest paid (22,925) (28,768)
Net cash used in financing activities (749,910) (88,561)
Net increase in cash and cash equivalents 1,362,155 1,345,721
Cash and cash equivalents at 1 January 398,079 228,705
Cash and cash equivalents at 31 March 1,760,234 1,574,426

The notes on pages 6 to 30 form an integral part of these condensed interim consolidated financial statements. 4)



Emirates Integrated Telecommunications Company PJSC and its subsidiaries

Condensed interim consolidated statement of changes in equity

Other
reserves,
net of
Share Share treasury
capital premium shares Retained
(Note 18)  (Note 19) (Note 20) earnings Total
AED 000 AED 000 AED 000 AED 000 AED 000
At 1 January 2017 4,571,429 393,504 2,003,042 884,965 7,852,940
Profit for the period - - - 364,947 364,947
Other comprehensive income - - 3,220 - 3,220
Total 4,571,429 393,504 2,006,262 1,249,912 8,221,107
Transfer to statutory reserve - - 36,495 (36,495) -
Transfer to dividend payable - - (951,910) - (951,910)
Total transactions with
shareholders recognised
directly in equity - - (915,415) (36,495) (951,910)
At 31 March 2017 4,571,429 393504 1,090,847 1,213,417 7,269,197
At 1 January 2018 4,532,906 232,332 2,426,559 846,141 8,037,938
Adjustment on initial application
of IFRS 15 (Note 3.1) - - - 272,601 272,601
Adjustment on initial application
of IFRS 9 (Note. 3.2) - - - - -
Adjusted balance as at 1
January 2018 4,532,906 232,332 2,426,559 1,118,742 8,310,539
Profit for the period - - - 512,601 512,601
Other comprehensive income - - 5,910 - 5,910
Total 4,532,906 232,332 2,432,469 1,631,343 8,829,050
Transfer to statutory reserve - - 51,260 (51,260) -
Transfer to dividend payable* - - (997,239) - (997,239)
Total transactions with
shareholders recognised
directly in equity - - (945,979) (51,260) (997,239)
At 31 March 2018 4,532,906 232,332 1,486,490 1,580,083 7,831,811

*A final cash dividend of AED 0.22 per share amounting to AED 997,239 thousand was approved by the
shareholders at Annual General Meeting held on 21 March 2018.

The notes on pages 6 to 30 form an integral part of these condensed interim consolidated financial statements. (5)



Emirates Integrated Telecommunications Company PJSC and its
subsidiaries

Notes to the condensed interim consolidated financial statements
for the three-month period ended 31 March 2018

1 General information

Emirates Integrated Telecommunications Company PJSC the “Company”) is a public joint stock
company with limited liability. The Company was incorporated according to Ministerial Resolution
No. 479 of 2005 issued on 28 December 2005. The Company is registered in the commercial register
under No. 77967. The principal address of the Company is P.O Box 502666 Dubai, United Arab
Emirates (UAE). These condensed interim consolidated financial statements for the period ended 31
March 2018 include the financial statements of the Company and its subsidiaries (together the
“Group”).

The Company’s principal objective is to provide fixed, mobile, wholesale, broadcasting and
associated telecommunication services in the UAE.

The Company has either directly or indirectly the following subsidiaries:

Subsidiaries Principal activities Shareholding  Country of
incorporation
2018 2017
EITC Investment Holdings  Holding investments in new 100% 100% UAE

Limited business i.e content, media, data
and value added services for
telecommunications
Telco Operations FZ-LLC  Telecommunication and network 100% 100% UAE

Smart Dubai Platform Project Software development, IT 100% 100% UAE
Company LLC infrastructure, public networking

and computer systems housing

services

EITC Singapore PTE. LTD. Telecommunications resellers/third 100% 100%  Singapore
party telecommunications providers
(including value added network
services)

2 Basis of preparation
i Statement of compliance

These condensed interim consolidated financial statements have been prepared in accordance with
the requirements of IAS 34 ‘Interim Financial Reporting’. Selected explanatory notes are included
to explain events and transactions that are significant to an understanding of the changes in financial
position and performance of the Group since the last annual consolidated financial statements as at
and for the year ended 31 December 2017. The condensed interim consolidated financial statements
do not include all the information required for full annual consolidated financial statements prepared
in accordance with International Financial Reporting Standards (IFRS).

(6)



Emirates Integrated Telecommunications Company PJSC and its
subsidiaries

Notes to the condensed interim consolidated financial statements
for the three-month period ended 31 March 2018 (continued)

2 Basis of preparation (continued)

il New standards, amendments and interpretations

(a) Amendment to standards and interpretations issued and effective during the financial year
beginning 1 January 2018

e [FRS 15, ‘Revenue from contracts with customers’ (effective from 1 January 2018); and

e [FRSY, ‘Financial instruments: Classification and Measurement’ (effective from 1 January
2018);

The impact of the above amendments on the consolidated financial statements of the Group,
which has been disclosed in Notes 3.1 and 3.2.

(b) New standards and amendments issued but not effective until financial years beginning
after 1 January 2018 and not early adopted by the Group

e [FRS 16, ‘Leases’ (effective from 1 January 2019).

IFRS 16 - Leases was issued in January 2016 and it replaces IAS 17 Leases, IFRIC 4
Determining whether an arrangement contains a lease, SIC-15 Operating leases-incentives and
SIC-27 Evaluating the substance of transactions involving the legal form of a Lease. IFRS 16
sets out the principles for the recognition, measurement, presentation and disclosure of leases
and requires lessees to account for all leases under a single on-balance sheet model similar to
the accounting for finance leases under IAS 17. The standard includes two recognition
exemptions for lessees — leases of "low-value’ assets and short-term leases (i.e., leases with a
lease term of 12 months or less). At the commencement date of a lease, a lessee will recognise
a liability to make lease payments (i.e., the lease liability) and an asset representing the right to
use the underlying asset during the lease term (i.e., the right-of-use asset). Lessees will be
required to separately recognise the interest expense on the lease liability and the depreciation
expense on the right-of-use asset.

Lessees will be also required to remeasure the lease liability upon the occurrence of certain
events (e.g., a change in the lease term, a change in future lease payments resulting from a
change in a discount rate used to determine those payments). The lessee will generally recognise
the amount of the remeasurement of the lease liability as an adjustment to the right-of-use asset.
Lessor accounting under IFRS 16 is substantially unchanged from today’s accounting under 1AS
17. Lessors will continue to classify all leases using the same classification principle as in IAS
17 and distinguish between two types of leases: operating and finance leases.

IFRS 16 also requires lessees and lessors to make more extensive disclosures than under IAS
17. IFRS 16 is effective for annual periods beginning on or after 1 January 2019.

The Group is assessing the impact of the accounting changes that will arise as a result of IFRS
16.

There are no other applicable new standards and amendments to published standards or IFRIC
interpretations that have been issued that would be expected to have a material impact on the
consolidated financial statements of the Group.

()



Emirates Integrated Telecommunications Company PJSC and its
subsidiaries

Notes to the condensed interim consolidated financial statements
for the three-month period ended 31 March 2018 (continued)

2 Basis of preparation (continued)

i Basis of consolidation

A subsidiary is an entity controlled by the Company. The financial statements of a subsidiary
are included in the condensed interim consolidated financial statements from the date that
control commences until the date that control ceases.

iv Basis of measurement

These condensed interim consolidated financial statements have been prepared under the
historical cost convention except for a financial asset at fair value through other comprehensive
income (FVOCI) and derivative financial instruments that have been measured at fair value.

v Functional and presentation currency

These condensed interim consolidated financial statements are presented in United Arab
Emirates Dirham (“AED”) rounded to the nearest thousand except when otherwise stated. This
is the Group’s functional and presentation currency.

Vi Earnings per share

The Group presents basic earnings per share (EPS) data for its ordinary shares. Basic EPS is
calculated by dividing the profit attributable to the ordinary shareholders of the Company by the
weighted average number of ordinary shares outstanding during the period, excluding treasury
shares. Diluted EPS is calculated by adjusting the weighted average number of equity shares
outstanding to assume conversion of all dilutive potential ordinary shares. The Group does not
have any dilutive potential ordinary shares.

vii Use of estimates and judgements

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

Judgements made by management in the application of IFRS that have significant effect on these
condensed interim consolidated financial statements and estimates with a risk of material
adjustment in the next year mainly comprise of residual value and useful lives of items of
property, plant and equipment and intangible assets, key assumptions used in discounted cash
flow projections for goodwill impairment test, provision for impairment of trade receivables,
provision for asset retirement obligation and calculation of federal royalty.

(8)



Emirates Integrated Telecommunications Company PJSC and its
subsidiaries

Notes to the condensed interim consolidated financial statements
for the three-month period ended 31 March 2018 (continued)

3 Significant accounting policies

The same accounting policies and methods of computation have been followed in these
condensed interim consolidated financial statements as compared with the Group’s recent
annual audited consolidated financial statements as at and for the year ended 31 December 2017,
except for the adoption of new and amended standards as set out below:

A number of new or amended standards became applicable for the current reporting period and
the Group had to change its accounting policies and make retrospective adjustments as a result
of adopting the following standards:

¢ |FRS 9 Financial Instruments, and
e |FRS 15 Revenue from Contracts with Customers.

The impact of the adoption of these standards and the new accounting policies are disclosed in
Notes 3.1 and 3.2. The other standards did not have any impact on the Group’s accounting
policies and did not require retrospective adjustments.

3.1 IFRS 15 Revenue from contracts with customers

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

The Group has adopted IFRS 15 using the modified retrospective transition approach which
means that the cumulative impact of the adoption will be recognised in retained earnings as of
1 January 2018 and that comparatives for 2017 will not be restated. IFRS 15 has only been
applied to contracts not completed as at 1 January 2018.

The impact of IFRS 15 on the condensed interim consolidated financial statements of the Group
is as follows:

e Accounting for bundled products — IFRS 15 requires that the total consideration received
must be allocated to the equipment and services based on relative stand-alone selling
prices rather than based on the residual value method. For equipment, the revenue is
recognised when the control of the asset is transferred to the customer. After adoption of
IFRS 15, revenue related to the equipment under bundle products is being recognised at
the time of transfer to the customer. Prior to the adoption of IFRS 15, equipment revenue
was recognised over the period of the contract. For services, revenue is recognised over
the period of the contract.

¢ Incremental contract costs incurred to obtain and fulfil a contract to provide goods or
services to the customer are required to be capitalised under IFRS 15, if those costs are
expected to be recovered. These costs are to be amortised and tested for impairment
regularly. Upon adoption of IFRS 15 the Group has started capitalising of such costs
mainly new customer activation based commission and started amortising over average
customer life with the Group i.e prepaid 16 months, postpaid 28 months and fixed 47
months. Prior to the adoption such costs were expensed as incurred.

)



Emirates Integrated Telecommunications Company PJSC and its
subsidiaries

Notes to the condensed interim consolidated financial statements
for the three-month period ended 31 March 2018 (continued)

3 Significant accounting policies (continued)
3.1 IFRS 15 Revenue from contracts with customers (continued)
The following table summarises the impact of transition to IFRS 15 on retained earnings at 1 January

2018.
Impact of adopting

IFRS 15 at
1 January 2018
AED 000

Retained earnings
Bundled products- Equipment revenue recognised when the control of 44355

the asset is transferred to the customer :

Incremental contract costs incurred to obtain and fulfil contracts 228,246
272,601

(10)



Emirates Integrated Telecommunications Company PJSC and its
subsidiaries

Notes to the condensed interim consolidated financial statements
for the three-month period ended 31 March 2018 (continued)

3 Significant accounting policies (continued)
3.1 IFRS 15 Revenue from contracts with customers (continued)
The following tables summarise the impacts of adopting IFRS 15 on the Group’s condensed interim

consolidated statement of financial position and condensed interim consolidated statement of
comprehensive income for the three-month period ended 31 March 2018:

(@) Impact on condensed interim consolidated statement of financial position
Amounts
As reported without
31 March adoption
2018 Adjustments of IFRS 15
AED 000 AED 000 AED 000
Non-current assets
Trade and other receivables - 113,404 113,404
Contract assets 185,194 (185,194) -
Other non-current assets 9,516,583 - 9,516,583
Total non-current assets 9,701,777 (71,790) 9,629,987
Current assets
Contract assets 626,315 (626,315) -
Trade and other receivables 1,648,231 417,023 2,065,254
Other current assets 6,182,342 - 6,182,342
Total current assets 8,456,888 (209,292) 8,247,596
Current liabilities
Trade and other payables 6,402,331 622,992 7,025,323
Contract liabilities 533,016 (533,016) -
Other current liabilities 1,472,289 - 1,472,289
Total current liabilities 8,407,636 89,976 8,497,612
Net current assets 49,252 (299,268) (250,016)
Non-current liabilities
Contract liabilities 126,151 (126,151) -
Other non-current liabilities 1,793,067 - 1,793,067
Total non-current liabilities 1,919,218 (126,151) 1,793,067
Net assets 7,831,811 (244,907) 7,586,904
Represented by:
Share capital and reserves
Share capital and share premium 4,765,238 - 4,765,238
Other reserves, net of treasury shares 1,486,490 - 1,486,490
Retained earnings 1,580,083 (244,907) 1,335,176
Total equity 7,831,811 (244,907) 7,586,904

(11)



Emirates Integrated Telecommunications Company PJSC and its
subsidiaries

Notes to the condensed interim consolidated financial statements
for the three-month period ended 31 March 2018 (continued)

3 Significant accounting policies (continued)

3.1 IFRS 15 Revenue from contracts with customers (continued)
(b) Impact on condensed interim consolidated statement of comprehensive income for the three-
month period ended 31 March 2018
Amounts
As reported without
31 March adoption of
2018 Adjustments IFRS 15
AED 000 AED 000 AED 000
Revenue 3,330,867 5,067 3,335,934
Commission (86,657) 22,627 (64,030)
Other expenses (1,793,874) - (1,793,874)
Other income 1,122 - 1,122
Earnings before interest, tax,
depreciation and amortisation (EBITDA) 1,451,458 27,694 1,479,152
Depreciation/Amortisation and impairment (419,680) - (419,680)
Operating profit 1,031,778 27,694 1,059,472
Finance income/costs 19,686 - 19,686
Share of profit of investments accounted for
using equity method 1,736 - 1,736
Profit before royalty 1,053,200 27,694 1,080,894
Royalty (540,599) - (540,599)
Profit for the period 512,601 27,694 540,295
Other comprehensive income 5,910 - 5,910
Total comprehensive income for the
period attributable entirely to
shareholders of the Company 518,511 27,694 546,205
Basic and diluted earnings per share (AED) 0.11 0.12

(12)



Emirates Integrated Telecommunications Company PJSC and its
subsidiaries

Notes to the condensed interim consolidated financial statements
for the three-month period ended 31 March 2018 (continued)

3 Significant accounting policies (continued)
3.2 IFRS 9 Financial instruments

In July 2014, the International Accounting Standards Board issued the final version of IFRS 9
Financial Instruments. IFRS 9 is effective for annual periods beginning on or after 1 January 2018.

The Group has adopted IFRS 9 retrospectively, with a date of initial application as of 1 January
2018. The requirements of IFRS 9 represent a significant change from IAS 39 Financial
Instruments: Recognition and Measurement. The new standard brings fundamental changes to the
accounting for financial assets and to certain aspects of the accounting for financial liabilities.

The key changes to the Group’s accounting policies resulting from its adoption of IFRS 9 are
summarised below. Changes in accounting policies resulting from the adoption of IFRS 9 has not
resulted any impact on opening balance of retained earnings/equity.

(@) Classification of financial assets and financial liabilities

IFRS 9 contains three principal classification categories for financial assets: measured at amortised
cost, fair value through other comprehensive income (FVOCI) and fair value through profit or loss
(FVTPL). For financial receivables, IFRS 9 classification is generally based on the business model
in which a financial asset is managed and its contractual cash flows. For equity instruments, IFRS
9 now requires measurement of all assets at fair value and provides an irrevocable option to measure
certain securities at FVOCI rather than through profit or loss. For an explanation of how the Group
classifies and measures financial assets and accounts for related gains and losses under IFRS 9, see
details in the note below.

The adoption of IFRS 9 has not had a significant effect on the Group’s accounting policies for
financial liabilities.

The following table is reconciliation of original measurement categories and carrying value in
accordance with IAS 39 and the new measurement categories under IFRS 9 for the Group’s
financial assets and financial liabilities as at 1 January 2018.

Original
carrying New carrying
Original New amount under Impact of  amount under
classification classification 1AS 39 IFRS 9 IFRS 9
Financial Assets under 1AS 39 under IFRS 9 AED 000 AED 000 AED 000
Investments in Available-for-  FVOCI 18,368 - 18,368
unlisted shares sale  financial
asset
Interest rate swap  Derivative Derivative 13,594 - 13,594
contracts — cash financial financial
flow hedges instruments instruments-

FVOCI

All other assets that were previously classified as loans and receivables will now be classified as
assets measured at amortised cost under IFRS 9.

(13)



Emirates Integrated Telecommunications Company PJSC and its
subsidiaries

Notes to the condensed interim consolidated financial statements
for the three-month period ended 31 March 2018 (continued)

3 Significant accounting policies (continued)
3.2 IFRS 9 Financial instruments (continued)
(b) Impairment of financial assets

IFRS 9 replaces the ‘incurred loss” model in IAS 39 with an ‘expected credit loss’ (ECL) model.
The new impairment model applies to financial assets measured at amortised cost, contract assets
and assets at FVOCI.

As a result of adoption of IFRS 9, the Group adopted consequential amendments to IAS 1
Presentation of Financial Statements which requires presentation of impairment of financial assets
to be presented in a separate line item in the condensed consolidated statement comprehensive
income. Previously, the Group’s approach was to include impairment of trade receivables and
contract assets in “other expenses”. Additionally, the Group adopted consequential amendments to
IFRS 7 Financial Instruments: Disclosures that are applied to disclosure about 2018 but generally
have not been applied to comparative information.

Provision for impairment of trade receivables and contract assets:

The Group reassessed its impairment loss on its contract assets and trade receivables portfolio using
an expected loss measurement basis using the simplified approach and did not observe a material
change in the current levels of impairment allowances carried on such assets.

(14)



Emirates Integrated Telecommunications Company PJSC and its subsidiaries

Notes to the condensed interim consolidated financial statements
for the three-month period ended 31 March 2018 (continued)

4 Property, plant and equipment

Capital
Plant and Furniture Motor work in
Buildings equipment and fixtures vehicles progress Total
AED 000 AED 000 AED 000 AED 000 AED 000 AED 000
Cost
At 1 January 2018 47,569 16,596,727 300,797 1,384 1,007,117 17,953,594
Additions - 57,805 5,350 - 26,374 89,529
Addition: asset retirement obligations - 1,110 - - - 1,110
Transfers (214) 216,671 74 - (216,531) -
Disposals/write-offs - (352,225) (635) - (4,562) (357,422)
At 31 March 2018 47,355 16,520,088 305,586 1,384 812,398 17,686,811
Depreciation / impairment
At 1 January 2018 26,451 9,138,328 256,854 1,372 9,723 9,432,728
Depreciation/impairment charge for the
period 569 368,479 3,759 5 3,800 376,612
Disposals/write-off - (301,711) (635) - (3,570) (305,916)
At 31 March 2018 27,020 9,205,096 259,978 1,377 9,953 9,503,424
Net book value
At 31 March 2018 20,335 7,314,992 45,608 7 802,445 8,183,387
At 31 December 2017 21,118 7,458,399 43,943 12 997,394 8,520,866

The carrying amount of the Group’s buildings include a nominal amount of AED 1 (31 December 2017: AED 1) in relation to land granted to the
Group by the UAE Government.

(15)



Emirates Integrated Telecommunications Company PJSC and its
subsidiaries

Notes to the condensed interim consolidated financial statements
for the three-month period ended 31 March 2018 (continued)

5 Intangible assets and goodwill
Reviewed Audited
31 March 31 December
2018 2017
AED 000 AED 000
Goodwill 549,050 549,050
Intangible assets 582,952 581,282
1,132,002 1,130,332
Goodwill

The Group acquired the business and assets of three wholly owned subsidiaries/divisions of Tecom
Investments FZ LLC with effect from 31 December 2005. Goodwill represents the excess of
purchase consideration paid over the fair value of net assets acquired.

Carrying amount of goodwill allocated to each of Cash Generating Units (“CGU”) is as follows:

Reviewed Audited

31 March 31 December

2018 2017

AED 000 AED 000

Broadcasting operations 135,830 135,830
Fixed line business 413,220 413,220
549,050 549,050

The Group tests goodwill for impairment annually. The recoverable amount of the Cash Generating
Units (“CGU”) is determined using the Discounted Cash Flow method based on the five year
business plan approved by the Board of Directors.

The latest impairment testing was performed as at 31 December 2017. As at 31 December 2017,
the estimated recoverable amount of the broadcasting CGU exceeded the carrying amount of its net
assets including goodwill, by approximately 53% and that of the fixed line business exceeded its
carrying amount by approximately 150%.

The key assumptions for the value-in-use calculations at 31 December 2017 include:

- 5 year revenue growth projections for the fixed line business and broadcasting operations;

- apre-tax discount rate of 9.81% based on the historical industry average weighted-average cost
of capital;

- maintenance capital expenditure projections allowing for replacement of existing infrastructure
at the end of its useful life; and

- terminal growth rate of 3% for the fixed line and 1% for broadcasting businesses, determined
based on management’s estimate of the long term compound EBITDA growth rate, consistent
with the assumption that a market participant would make.
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Emirates Integrated Telecommunications Company PJSC and its
subsidiaries

Notes to the condensed interim consolidated financial statements
for the three-month period ended 31 March 2018 (continued)

5 Intangible assets and goodwill (continued)

Intangible assets

The net book value of the other intangible assets is as follows:

Reviewed Audited

Telecomm- 31 March 31 December

IT unications Indefeasible 2017 2017

software license fees  right of use Total Total

AED 000 AED 000 AED 000 AED 000 AED 000

Opening balance 478,314 50,653 52,315 581,282 624,419

Additions during the

period/year 44,738 - - 44,738 95,010
Amortisation/impairment

for the period/year (38,016) (1,535) (3,517) (43,068) (138,147)

Closing balance 485,036 49,118 48,798 582,952 581,282

IT software is split between ‘software in use’ of AED 201,746 thousands (31 December 2017: AED
197,834 thousands) and ‘capital work in progress’ of AED 283,290 thousands (31 December 2017:
AED 280,480 thousands). During the period, AED 28,998 thousand was transferred from ‘capital
works in progress to ‘software in use’.

The Software in use represents all applications such as ERP and Billing systems which are currently
in use while the Capital work in progress relates to the on-going development of these systems.
Software is being amortised on a straight-line basis over a period of 5 years.

Telecommunication license fees represent charge by the Telecommunications Regulatory Authority
to the Group to grant the license to operate as a telecommunications service provider in the UAE.
The fees are being amortised on a straight-line basis over a period of 20 years which is the term of
the license, from the date of granting the license.

Indefeasible right of use represent the fees paid to a telecom operator to obtain rights to use Indoor
Building Solutions relating to certain sites in the UAE. The fees are amortised on a straight line basis
over 10 years. Also included in the balance is an amount charged by an operator of a fibre-optic cable
system for the right to use its submarine fibre-optic circuits and cable system. The fees are amortised
on a straight-line basis over a period of 15 years from the date of activation of the cable system.

6 Investments accounted for using the equity method

Dubai Smart City Accelerator FZCO

During the year 2017, the Group acquired 23.5% shares in Dubai Smart City Accelerator FZCO the
“Associate”), a Free Zone Company with limited liability established in Dubai Silicon Oasis Free
Zone, in the Emirate of Dubai. The business of the Associate is to run accelerator programs with the
purpose of sourcing innovation and technology applicable to the Smart City Industry. The Associate
has not yet commenced commercial operations and has not produced financial statements.
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Emirates Integrated Telecommunications Company PJSC and its
subsidiaries

Notes to the condensed interim consolidated financial statements
for the three-month period ended 31 March 2018 (continued)

6 Investments accounted for using the equity method (continued)

Khazna Data Center Limited

The Group has 26% ownership shares in Khazna Data Center Limited (the “Associate”), a limited
liability company established in the Masdar City Free Zone, in the Emirate of Abu Dhabi. The
business of the Associate is providing wholesale data centre services.

Reviewed Audited

31 March 31 December

2018 2017

AED 000 AED 000

At 1 January 142,086 113,935
Investments during the period/year 19,500 18,666
Share of profit for the period/year 1,736 9,485
At 31 December 163,322 142,086

7 Financial asset at fair value through other comprehensive income

Unlisted shares
Anghami 18,368 18,368

During the year 2016, the Group acquired 4.8% shares in Anghami, a Cayman Islands exempted
company registered in the Cayman Islands (unlisted company). The company is involved in the
provision of media related content. The Group classified the investment as financial asset at fair
value through other comprehensive income (FVOCI).

8 Derivative financial instruments

The Group has following derivative financial instruments:

Reviewed Audited

31 March 31 December

2018 2017

AED 000 AED 000

Interest rate swap contracts — cash flow hedges 19,504 13,594

The Group classified these interest rate swap contracts as derivative financial instruments at fair
value through other comprehensive income (FVOCI).
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Emirates Integrated Telecommunications Company PJSC and its

subsidiaries

Notes to the condensed interim consolidated financial statements
for the three-month period ended 31 March 2018 (continued)

9 Contract assets and contract liabilities

Current Non-current
Reviewed Audited Reviewed Audited
31 March 31 December 31 March 31 December
2018 2017 2018 2017
AED 000 AED 000 AED 000 AED 000
Contract assets 660,456 468,094 185,194 94,631
Less: provision for
impairment of contract
assets (34,141) (29,355) _ ]
626,315 438,739 185,194 94,631
The movement in the provision for impairment of contract assets is as follows:
Reviewed Audited
31 March 31 December
2018 2017
AED 000 AED 000
Opening balance 29,355 16,162
Provision for impairment during the period/year 4,786 13,193
Closing balance 34,141 29,355
Current Non-current
Reviewed Audited Reviewed Audited
31 March 31 December 31 March 31 December
2018 2017 2018 2017
AED 000 AED 000 AED 000 AED 000
Contract liabilities 533,016 468,776 126,151 124,997
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Emirates Integrated Telecommunications Company PJSC

subsidiaries

Notes to the condensed interim consolidated financial statements

for the three-month period ended 31 March 2018 (continued)
10  Trade and other receivables

and its

Reviewed Audited

31 March 31 December

2018 2017

AED 000 AED 000

Trade receivables 1,780,852 1,774,659

Due from other telecommunications operators 789,315 648,489

Less: payable balances set off where right to set off exists (638,993) (533,238)
Less: provision for impairment of trade receivables and due from

other telecommunications operators (734,034) (661,758)

Trade and other receivables, net 1,197,140 1,228,152

Prepayments 268,331 245,054

Advances to suppliers 124,761 125,911

Other receivables 57,999 101,999

Total trade and other receivables 1,648,231 1,701,116

At 31 March 2018, AED 1,294,934 thousands (31 December 2017: AED 1,091,611 thousand) of
trade and other receivables are more than 180 days overdue against which impairment provisions of
AED 603,907 thousand (31 December 2017: AED 524,552 thousand) has been recorded.

The movement in the provision for impairment of trade receivables and due from other

telecommunications operators is as follows:

Reviewed Audited

31 March 31 December

2018 2017

AED 000 AED 000

Opening balance 661,758 423,631
Provision for impairment during the period/year 72,276 294,063
Write-off during the period/year - (55,936)
Closing balance 734,034 661,758

11  Related party balances and transactions

Related parties comprise the shareholders of the Company, entities under common shareholding, its
directors, key management personnel and entities over which they exercise control, joint control or
significant influence. The founding shareholders mentioned in the note are Emirates Investment
Authority, Mubadala Development Company and Emirates Communications & Technology
Company LLC. Transactions with related parties are done on an arm’s length basis in the ordinary
course of business and are approved by the Group’s management or by the Board of Directors.
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Emirates Integrated Telecommunications Company PJSC and its
subsidiaries

Notes to the condensed interim consolidated financial statements
for the three-month period ended 31 March 2018 (continued)

11 Related party balances and transactions (continued)

Related party balances

Reviewed Audited
31 March 31 December
2018 2017
AED 000 AED 000
Due from a related party
Axiom Telecom LLC (Entity under common shareholding) 158,531 186,196
Due to related parties
Tecom Investments FZ LLC (Entity under common
shareholding) 4,862 6,951
Khazna Data Center Limited (Associate) 16,762 13,343
21,624 20,294

Related party transactions

Transactions between the Company and its subsidiaries, which are related parties, have been
eliminated on consolidation and are not disclosed in this note. All transactions with related parties
referred to below are done on an arm’s length basis in the ordinary course of business. The following
table reflects the gross value of transactions with related parties.
Reviewed three-month
period ended 31 March

2018 2017
AED 000 AED 000
Entities under common shareholding
Tecom Investments FZ LLC:
- Office rent and broadcasting services 19,399 10,426
- Infrastructure cost 1,223 1,078
Axiom Telecom LLC — Authorised distributor — net sales 428,800 449,243
Injazat Data Systems LLC — Data Centre - rent and telecom
services 420 3,304
Associates
Khazna Data Center Limited — rent and telecom services 23,980 22,333
Khazna Data Center Limited- additional funding 19,500 -
Key management compensation
Short term employee benefits 11,620 7,717
Employees’ end of service benefits 202 214
Post-employment benefits 451 367
Long term incentives 3,226 4,273
15,499 12,571

Board of Directors fee during the period was AED 3,069 thousand (31 March 2017: AED 3,000
thousand).

No loan has been provided to Directors, their spouses, children and relatives of the second degree
and any corporates in which they own 20% or more.
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for the three-month period ended 31 March 2018 (continued)

12  Short term investments

Short term investments

Reviewed
31 March
2018

AED 000
4,050,000

Integrated Telecommunications Company PJSC and its

Audited

31 December
2017

AED 000

5,025,000

Short term investments represent bank deposits with maturity periods exceeding 3 months from the
date of acquisition. Management does not have any intention to hold these short term investments
for more than 1 year from the reporting date. These short term investments denominated primarily
in UAE Dirham, with banks. Interest is earned on these short term investments at prevailing market
rates. The carrying amount of these short term investments approximates to their fair value.

13  Cash and bank balances

For the purposes of the condensed interim consolidated statement of cash flows, cash and cash

equivalents comprise:

Cash at bank (on deposit and call accounts)
Cash on hand

Less: margin on guarantees (Note 26)
Cash and cash equivalents

14  Trade and other payables

Trade payables and accruals

Due to other telecommunications operators

Less: receivable balances set off where right to set off exists
Accrued royalty (Note 23)

Value Added Tax (VAT) payable

Dividend payable (Note 20)

Other payables and accruals

Reviewed Audited
31 March 31 December
2018 2017
AED 000 AED 000
1,822,630 460,494
642 631
1,823,272 461,125
(63,038) (63,046)
1,760,234 398,079
1,798,483 2,075,235
1,389,525 1,323,279
(638,993) (533,238)
2,579,901 2,054,019
39,086 -
997,239 -
237,090 295,478
6,402,331 5,214,773
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Notes to the condensed interim consolidated financial statements

Integrated Telecommunications

for the three-month period ended 31 March 2018 (continued)

15  Borrowings

Company PJSC and its

Current Non-current
Reviewed Audited Reviewed Audited
31 March 31 December 31 March 31 December
2018 2017 2018 2017
AED 000 AED 000 AED 000 AED 000
Bank borrowings 1,432,665 1,432,665 1,432,665 2,148,997
Buyer credit arrangements 18,000 28,653 7,347 7,347
1,450,665 1,461,318 1,440,012 2,156,344
The details of borrowings are as follows:
Currency Nominal Year of Opening Drawn Settled Closing
interest rate maturity balance balance
AED 000 AEDO000 AED 000 AED 000
Bank
borrowings
Unsecured USD LIBOR+0.95% 2020 2,204,100 - (440,820) 1,763,280
term loan 1
Unsecured USD LIBOR+0.95% 2020 918,375 - (183,675) 734,700
term loan 2
Unsecured USD LIBOR+0.95% 2020 459,187 - (91,837) 367,350
term loan 3
3,581,662 - (716,332) 2,865,330
Buyer credit arrangement
Buyer credit uUSD Nil 2019 36,000 - (10,653) 25,347
arrangement 1
36,000 - (10,653) 25,347
16  Provision for employees’ end of service benefits
Reviewed Audited
31 March 31 December
2018 2017
AED 000 AED 000
Opening balance 236,072 225,627
Current service cost during the period/year 7,982 38,013
Interest cost during the period/year 2,019 8,447
Benefits paid during the period/year (6,069) (28,929)
Actuarial gain for the period/year recognised in other
comprehensive income - (7,086)
Closing balance 240,004 236,072
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Emirates Integrated Telecommunications

subsidiaries

Notes to the condensed interim consolidated financial statements

for the three-month period ended 31 March 2018 (continued)

17  Other provisions

Asset retirement obligations

Company PJSC and its

In the course of the Group’s activities a number of sites and other commercial premises are
utilised which are expected to have costs associated with exiting and ceasing their use. The
associated cash outflows are expected to occur at the dates of exit of the assets to which they
relate. These assets are long-term in nature, primarily in period up to 10 years from when the

asset is brought into use.

Opening balance

Additions during the period/year
Adjustment for change in discount rate
Unwinding of discount

Closing balance

18  Share capital

Authorised, issued and fully paid up share capital
(par value AED 1 each)

19  Share premium

Premium on issue of common share capital

Reviewed Audited
31 March 31 December
2018 2017

AED 000 AED 000
110,924 102,021
1,110 7,923

- (3,157)

1,017 4,137
113,051 110,924
Reviewed Audited
31 March 31 December
2018 2017

No of shares No of shares
4,532,905,989 4,532,905,989
Reviewed Audited
31 March 31 December
2018 2017

AED 000 AED 000
232,332 232,332

(24)



Emirates Integrated Telecommunications Company PJSC and its subsidiaries

Notes to the condensed interim consolidated financial statements
for the three-month period ended 31 March 2018 (continued)

20  Other reserves, net of treasury shares

Statutory Hedge
reserve reserve Proposed Treasury shares

(Note 20.1) (Note 20.2) dividend (Note 20.3) Total
AED 000 AED 000 AED 000 AED 000 AED 000
At 1 January 2017 1,244,547 6,280 951,910 (199,695) 2,003,042
Transfer to statutory reserve 36,495 - - - 36,495
Transfer to dividend payable - - (951,910) - (951,910)
Fair value changes on cash flow hedge - 3,220 - - 3,220
At 31 March 2017 1,281,042 9,500 - (199,695) 1,090,847
At 1 January 2018 1,415,726 13,594 997,239 - 2,426,559
Transfer to statutory reserve 51,260 - - - 51,260
Transfer to dividend payable - - (997,239) - (997,239)
Fair value changes on cash flow hedge - 5,910 - - 5,910
At 31 March 2018 1,466,986 19,504 - - 1,486,490

20.1 In accordance with the UAE Federal Law No. 2 of 2015 ("Companies Law") and the Company's Articles of Association, 10% of the net profit is
required to be transferred annually to a non-distributable statutory reserve. Such transfers are required to be made until the balance of the statutory reserve
equals one half of the Company's paid up share capital.

20.2 Hedge reserve is related to derivative financial instrument (Note 8).
20.3. Treasury shares as at 31 March 2017 represent ordinary shares bought back from founding shareholders under Executive Share Option Plan (“ESOP”)

and the cancellation of these treasury shares were approved by the shareholders on 11 January 2017. Related amendments to Articles of Association have
been approved and notarized as of 27th December 2017.
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subsidiaries

Notes to the condensed interim consolidated financial statements
for the three-month period ended 31 March 2018 (continued)

21 Other expenses

Consulting and legal expenses
Office expenses
Others

22 Finance income and costs

Finance income
Interest income

Finance costs

Interest expense
Exchange gain

23  Royalty

Company PJSC and its

Reviewed three-month
period ended 31 March

2018 2017
AED 000 AED 000
5,498 8,667
17,019 17,402
30,469 6,725
52,986 32,794

Reviewed three-month
period ended 31 March

2018 2017
AED 000  AED 000
44,620 47,581
26,157 31,134
(1,223) (800)
24,934 30,334

The royalty rates payable to the UAE Ministry of Finance for the period from 2017 to 2021 are
15% on regulated revenue and 30% on regulated profit after deducting royalty on regulated

revenue.

Total revenue for the period (Note 27)
Broadcasting revenue for the period
Other allowable deductions

Total adjusted revenue

Profit before royalty
Allowable deductions

Total regulated profit

Reviewed three-month
period ended 31 March

2018 2017
AED 000 AED 000
3,330,867 3,166,376

(38,213) (38,837)

(1,023,928) (891,056)
2,268,726 2,236,483
1,053,200 851,211

(33,905) (16,808)
1,019,295 834,403
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Notes to the condensed interim consolidated financial statements
for the three-month period ended 31 March 2018 (continued)

23 Royalty (continued)

Charge for royalty: 15% (2017:15%) of the total adjusted
revenue plus 30% (2017: 30%) of net regulated profit for the
period before distribution after deducting 15% (2017: 15%) of
the total adjusted revenue.

Adjustments to charge
Charge for the period

Royalty reimbursement (net)

Total royalty charge for the period

Movement in the royalty accruals is as follows:

Opening balance
Payment made during the period/year
Charge for the period/year

Closing balance

24  Earnings per share

Profit for the period (AED 000)
Weighted average number of shares (‘000”)
Basic and diluted earnings per share (AED)

Reviewed three-month
period ended 31 March

2018 2017
AED 000 AED 000
544,004 485,152
(3,745) (5,113)
540,259 480,039
340 6,226
540,599 486,265
Reviewed Audited
31 March 31 December
2018 2017
AED 000 AED 000
2,054,019 2,110,809
(14,377) (2,087,574)
540,259 2,030,784
2,579,901 2,054,019

Reviewed three-month
period ended 31 March

2018 2017
512,601 364,947
4,532,906 4,532,906
0.11 0.08
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25  Changes in working capital

Reviewed three-month
period ended 31 March

2018 2017
AED 000 AED 000

Change in:
Inventories (51,156) (47,971)
Contract assets (5,538) 115,366
Trade and other receivables (37,187) (356,114)
Trade and other payables (191,762) 167,266
Contract liabilities 65,394 (88,120)
Due from related parties 27,665 122,267
Due to related parties 1,330 5,534
Net changes in working capital (191,254) (81,772)

26  Contingent liabilities and commitments

The Group has outstanding capital commitments and bank guarantees amounting to AED 919,214
thousand and AED 77,152 thousand, respectively (31 December 2017: AED 908,656 thousand and
AED 75,204 thousand, respectively). Bank guarantees are secured against margin of AED 63,038
thousand (31 December 2017: AED 63,046 thousand) (Note 13).

27  Segment analysis

The Group has operations only in the UAE. The Group is organised into four major business
segments as follows:

e  Mobile segment offers mobility services to the enterprise and consumer markets. Services
include mobile voice and data, mobile content and mobile broadband WIFI. Mobile
handset sales, including instalment sales, are also included in this segment.

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

e Wholesale segment provides voice and sms to national and international carriers and
operators. Services include termination of inbound international voice traffic and
international hubbing.

e  Others. Others include broadcasting services, international roaming, site sharing etc

Segment contribution, referred to by the Group as Gross Margin, represents revenue less direct
costs of sales. It is calculated before charging network operating costs, sales and general and
administration expenses. This is the measure reported to the Group’s Board of Directors for the
purpose of resource allocation and assessment of segment performance.
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27 Segment analysis (continued)

31 March 2018

Mobile Fixed Wholesale Others Total

AED 000 AED 000 AED 000 AED 000 AED 000

Segment revenue 2,040,277 560,509 527,672 202,409 3,330,867
Segment contribution 1,219,225 496,536 359,166 95,616 2,170,543
Unallocated costs (1,139,887)

Finance income and costs,
other income and share of
profit of investments

accounted for using equity

method 22,544
Profit before royalty 1,053,200
Royalty (540,599)
Profit for the period 512,601

31 March 2017

Segment revenue 1,912,289 528,312 560,916 164,859 3,166,376
Segment contribution 1,151,327 452,646 364,597 92,378 2,060,948
Unallocated costs (1,229,205)

Finance income and costs,
other income and share of
profit of investments

accounted for using equity

method 19,469
Profit before royalty 851,212
Royalty (486,265)
Profit for the period 364,947
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28  Comparatives
In order to conform with current period presentation, the comparative figures for the previous

year/period has been regrouped where necessary. Such regrouping did not affect the previously
reported profit, comprehensive income or equity.
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