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TELECOMMUNICATIONS SERVICES OF TRINIDAD AND TOBAGO LIMITED

Directors’ Report

The Directors have pleasure in submitting their Report and the Consolidated Financial Statements for the
year ended 31 March 2018.

Financial Results $°000
Loss for the year (24,298)
Retained earnings brought forward 1,589.064

1,564,766
Dividends paid (23.035)
Retained earnings carried forward 1,541,731
Directors

The following Directors served during the period under review:

Mr Robert Mayers, Mr. Emile Elias (resigned 19% September 2017), Mr. Wendell Berkley, Mr. Gerry
Brooks, Mr. Vishnu Dhanpaut, Ms, Kimberly Erriah, Ms. Annalean Inniss, Ms. Ingrid L-A Lashley, Mr.
Ian Narine and Ms. Judith Sobion.

Auditors
The Auditors, Ernst and Young, have expressed their willingness to be re-appointed.

Annual Meeting
The Forty-Eighth Annual Meeting of the Company was held on 27 June 2017.

On behalf of the Board of Directors,

%bert Mayers ! Ian Narine
DIRECTOR

Date:
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
TELECOMMUNICATIONS SERVICES OF TRINIDAD AND TOBAGO LIMITED

Report on the Aundit of the Consolidated Financial Statemnents

Opinion

We have audited the consolidatedﬁnancialstatememsofTeleoommunicaﬁons Services of Trinidad and
Tobago Limited and its subsidiary (“the Group®), which comprise the consolidated statement of financial
position as at 31 March 2018, and the consolidated statement of comprehensive (loss)/income, consolidated

statamentofohangesinequityandconsolidawdstatememofcashﬂowsforthcyeuthmendedandnutesto
thecmsdiduedﬂnmddsmtmmm,hchdingasmmmyofsigniﬁoammomﬁngpoﬁdes.

hmopinion,theaocompmyingconsoﬁdatedﬁnmoialsmmmantspmsemfairly,ina]lmatexialrespects,fhe
financial position of the Group as at 31 March2018anditsﬁnancialperformanceanditscashﬂowsforthe
year then ended in accordance with International Financial Reporting Standards (“IFRSs*).

Basis for Opinion

Other information included in the Group’s 2018 Annual Report

Other information consists of the information included in the Group’s 2018 Amnual Report other than the
consolidated financial statements and our auditor’s report thereon. Management is responsible for the other

OwopmmnmmesepmﬁnmdﬂsmmdoesmtmmeomamfomaﬁmmdwedonMexpmss
any form of assurance conclusion thereon.

hcommﬁmwﬁhomaudﬁofthesepmﬁnmdﬂmmemam,owmspmmbﬂﬁyiswmadmeotha
mfmmaﬁmmihdohgm,cmsida-whethaﬁeoﬁainfomaﬁmhmﬂmiaﬂyhmmismmme
ﬁnancialsiatementsoromknowledgeobminedinthemldkmotherwiseappemmbematmianymismdlﬁ
basedontheworkwehaveperfomed, we conclude that there is a material misstatement of this other
infomaﬁon,wearereqlﬁmdmmponthatfacLWehavenothmgmrepmtmthismgard

Responsibilities of Management and the Audit Committee for the Consolidated Financial Statements
Management is responsible for the preparation and fair presentation of the consolidated financial statements in
accordancewithIFRSs,andforsuchintemalconhnlasmmagememdetennimisnecessmymenablethe

preparation of consolidated financial statements that are free from material misstatement, whether due to frand
or error.

A member firm of Emst & Young Giobal LimRed
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF

TELECOMMUNICATIONS SERVICES OF TRINIDAD AND TOBAGO LIMITED
(Contimued)

Report on the Audit of the Consolidated Financial Statements
(Continmed)

Responsibilities of Management and the Andit Committee for the Consolidated Financial Statements
(Continued)

Inprepaﬁngtheconsolidmdﬂmnnialstatemmts,managamentisresponsibleforassessingtheGmup’sabﬂﬂy
tooonﬁnueasagomgconmdisdosmg,asappﬁmble,maummlatedmgdngmmmduﬁngmegohg
cmmbadsofmounﬁngmlmsmmagmmteﬂhwhtmdsmﬁqNﬂMeﬁeGmupmmmopmaﬁmm
has no realistic alternative but to do so,

The Andit Committee is responsible for overseeing the Group’s financial reporting process.
Anditor’s Responsibilities for the Andit of the Consolidated Financial Statements

OmobjecﬁvesmmobminmasonableasmnceabMWhetherthecmoﬁdmdﬁnmdﬂstatementsasa
who]eareﬁ'eeﬁommateﬁalmissta!nmengwhetherduemﬁaudmm,andwissuemaudﬁofsmpoﬁthat
includesouropinion.Reasonablaassuranceisahighlevelofasmance,butisnotagnaranteethatanaudit
dehmewﬁhEAswinwaysMamﬂmiﬂmisMaﬂwhmﬁeﬁm.hﬁsmmm
mmiseﬁomﬁmdmmormdmcmsidmedma&ﬁﬂiﬂindiﬁdmﬂymhﬁeaggegaﬁ,ﬁeycoﬂd
reasonably be expected to influence the economic decisions of users taken on the basis of these consolidated
financial statements.

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

° Hmﬂfymdmsessﬁeﬁshofmﬁmiﬂmhﬂﬁmeﬂofﬁemoﬁdmdﬁnmiﬂmm,whemmdue
to fraud or emor, deaignandpelfonnauditprocedmesresponsivetothoseﬁsks, and obtain audit evidence
thatismﬂioientandappmpriatetopmvideabasisﬁ:ronropinion. The risk of not detecting a material
nﬂmmﬂmmﬁngﬂmnﬁmdismgherthmfmonemwlﬁngﬁomm,asﬁaudmaymvohe
collusion, forgery, intentional omissions, misrepresentations, or the override of infernal control.

° Ohminmmdm'shndingofmtmﬂmmlrdevmmmemdﬁmmdmwdedgnmdﬁpmwduresthm
m’eappropxiateinthechmmstances,bmnotforthepmpmeofexpmssingmopinionontheeﬁ‘ecﬁveness
of the Group’s internal control.

© Evaluate the appropriateness ofaocounﬁngpoliciesusedandthemasonablenessofacconnﬁngestimates
andrelateddisclosuresmadebymanagement.

A membar fimnof Emst & Young Giobal Limited
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF

TELECOMMUNICATIONS SERVICES OF TRINIDAD AND TOBAGO LIMITED
(Continued)

Report on the Audit of the Consolidated Financial Statements
(Continned)

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements
(Continued)

° Concludeonﬂleappropﬁatenessofmanagement’suse0f1hegoingconcmnbasisofacoounﬁngandbased
on the andit 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
mamﬂﬂmmhtyexism,wemmqnhedtodrawanenﬁmmommdkofsrepoﬂwthemlmd
disdommh&cﬁnmdﬂs%mmﬁm,ifmchdisahmmmmequatgmmdifyomopiﬁmw
conolusionsarebasedontheauditevidenoeobtaineduptothedateofonranditor’sreport.However,ﬁmn'e
eventsm'condiﬁommaycausetheGmuptoceasetooonﬁnneasagoingconoern.

o Evﬂummpwmaﬂpmmmﬁm,mmmdconwmdmecmdﬁmdﬁnmddmmmdudmg
the disclosures, and whether 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
acﬁﬁﬁmwithhthe&onptom:pmumophhnmﬁnecmmﬁdatedﬁnmdﬂsmemm.Wem
mspmﬁhmmedrecﬁmmmmﬁdmmdmmofmamupwdﬁ.Wemﬁnmldymspmﬁble
far our audit opinion.

We communicate with the Audit Committee regarding, among other matters, the planned scope and timing of

themditandsigniﬁcmnauditﬁndings,includinganysigniﬁcamdeﬁoiendinim:emalconh'olthatwcidentify

during our audit.

Port of Spain,
TRINIDAD:
28 June 2018

A member firm of Ernst & Young Globat Limited



TELECOMMUNICATIONS SERVICES OF TRINIDAD AND TOBAGO LIMITED

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS AT 31 MARCH 2018
(Expressed in thousands of Trinidad and Tobago Dollars)

31 March 1 April
Notes 2018 2017 2016
Restated Restated
Non-current assets
Property, plant and equipment 3 3,235,168 2,727,548 2,535,561
Intangible assets 4 45,675 35,246 40,630
Defined benefit plan assets 5 423,200 440,300 357,400
Deferred tax assets 6(c) 235,818 170,796 106,660
Long-term prepayment 20 123,755 119473 71,520
4,063,616 3.493.363 3.111.771
Current assets
Inventories 7 129,393 127,340 136,242
Trade and other receivables 8 841,311 537,641 523,335
Current tax recoverable 9,441 7,651 8,470
Cash at bank 9 191,333 817.638 447.512
1,171,478 1.490.270 1,115,559
Total assets 5,235,004 4,983,633 4,227,330
EQUITY AND LIABILITIES
Equity
Stated capital 10 572,717 572,717 572,717
Retained earnings 1,541,731 1.589.064 1.546,728
2,114,448 2,161,781 2.119.445
Non-current liabilities
Borrowings 11 1,806,769 1,588,952 132,318
Deferred tax liabilities 6(d) 358.677 325,304 191,778
165.446 1.914.256 324096

The accompanying notes form an integral part of these consolidated financial statements,



TELECOMMUNICATIONS SERVICES OF TRINIDAD AND TOBAGO LIMITED
CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS AT 31 MARCH 2018

(Expressed in thousands of Trinidad and Tobago Dollars)

(Continued)

Current liabilities
Employee benefits
Deferred revenues

Trade and other payables
Borrowings

Total liabilities
Total eqnity and liabilities

Notes

17
13
12
11

2018 2017
Restated

246,116 240,840
73,290 83,609
546,967 392,915
—88.827 -190.232
955.200 907.596
3.120.646 2.821.852
2.235.094 4,983,633

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

These consolidated financial statements were authorised for issue on 28 June 2018

—

Director:

At e

2016
Restated

272,500
110,807
585,405
815.077

1,783.789

2,107.885
4.227.330




TELECOMMUNICATIONS SERVICES OF TRINIDAD AND TOBAGO LIMITED

CONSOLIDATED STATEMENT OF COMPREHENSIVE (LOSS)INCOME

FOR THE YEAR ENDED 31 MARCH 2018

(Bxpressed in thousands of Trinidad and Tobago Dollars)

Rendering of services
Sale of goods

Revenne
Cost of sales

Gross profit
Operating expenses
Personnel costs
Re-organisation costs
Maintenance and repairs
Other

Depreciation and amortisation
Qperating profit

Finance income
Finance costs

Profit before negative goodwill & tax
Negative goodwill

Profit before tax

Taxation expense

Profit after tax

Other comprehensive (loss)/income:

Net other comprehensive income/(loss) not to be
re-classified to profit or loss in snbsequent
periods

Re-measurement (loss)/profit on defined benefit
plans

Income tax effect

Other comprehensive (foss)/income for the year,
net of tax

Total comprehensive (loss)/income for the year

The accompanying notes form an integral part of these consolidated financial statements,

Notes

14

15(a)
15(b)

15(c)

3&4

15(d)

24

6(b)

6(c)

2018

2,569,094
69.833

2,638,927
(447.425)
2,191,502

(705,449)
1,106
(404,735)
(478.119)
604,305
(500,010)

104,295
1,372

103,043
2,624

40,595
43,219

(34.757)

— 8462

(46,800)
14,040

_(32.760)
—(24,298)

2017
Restated

2,723,260
—173.349

2,896,609
(599.952)
2,296,657

(718,531)
(11,569)
(398,542)

(584.824)

583,191
(394,432)

188,759
1,819

(54,372)
136,206

136,206
(94.990)

41,216

1,600
480

1,120

42,336



TELECOMMUNICATIONS SERVICES OF TRINIDAD AND TOBAGO LIMITED

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 MARCH 2018

(Expressed in thousands of Trinidad and Tobago Dollars)

Year ended 31 March 2016
Balance as at 31 March 2016 as previously

reported
Restatement (Note 2x)

Balance at 31 March 2016 — as restated
Year ended 31 March 2017
Restated balance as at 1 April 2016

Total comprehensive income for the year as

previously stated
Restatement (Note 2x)

Total comprehensive income for the year — as
previously stated

Balance at 31 March 2017 — as restated
Year ended 31 March 2018

Restated balance as at 1 April 2017

Total comprehensive loss for the year
Dividends

Balance at 31 March 2018

572,717 1,584,628
s 37,900
212717 1,546,728
572,717 1,546,728
- 49,620
—— _(7.284)
X 42,336
S712717  1.589.064
572717 1,589,064
= (24,298)
Bl (23.035)
212,717 1,541,731

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

2,157,345
(37.900)

2119445

2,119,445

49,620
(7.284)
42,336

2161781

2,161,781

(31,180)
(23.035)

2.107.566

10



TELECOMMUNICATIONS SERVICES OF TRINIDAD AND TOBAGO LIMITED

CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 MARCH 2018
(Expressed in thousands of Trinidad and Tobago Dollars)

Notes 2018 2017
Restated
Operating activities
(Loss)/profit before negative goodwill and tax 2,624 136,206
Adjustments for:
Gain on disposal of property, plant and equipment (11) (15,166)
Depreciation and amortisation &4 500,010 394,432
Finance costs 15(d) 103,043 54,372
Finance income (1,372) (1,819)
Net pension cost 5 59.800 52,500
Operating profit before working capital changes 664,094 620,525
Increase in trade and other receivables (295,701) (61,901)
(Increase)/decrease in inventories (2,053) 8,902
Increase/(decrease) in employee benefits 5,276 (31,660)
Deorease in deferred revenues (10,319) (27,198)
Increase/(decrease) in trade and other payables 414.604 (195,233)
Cash flows from operating activities 775,901 313,435
Interest paid (101,792) (51,628)
Taxes paid (24,213) (25,254)
Pension contributions paid 5 89,500 (133.800)
Net cash flows from operating activities 560,396 102,753
Investing activities
Purchase of property, plant and equipment (763,450) (530,966)
Proceeds from sale of property, plant and equipment - 731
Acquisition of subsidiary, net of cash acquired 24 (213,773) -
Interest received 1,800 1,459
Net cash flows used in investing activities (975.423) (528,776)

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

11



TELECOMMUNICATIONS SERVICES OF TRINIDAD AND TOBAGO LIMITED

CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 MARCH 2018
(Expressed in thousands of Trinidad and Tobago Dollars)

(Continued)
Notes 2018 2017
Restated
Financing activities
Proceeds from borrowings . 2,046,829
Repayment of borrowings (188,243) (1,250,680)
Dividends paid 22 (23,035) =
Net cash flows from financing activities (211,278) __796.149
Net (decrease)/increase in cash and eash equivalents (626,305) 370,126
Cash and cash equivalents at the beginning of year 817.638 447,512
Cash and cash equivalents at 31 March 9 191,333 817,638

Non cash investing and financing transactions

Additions to property, plant and equipment as at March 2018 amounting to $20.0m (2017 $35.6m) were
financed through vendor financing arrangements therefore for cash flow purposes the amount was excluded
from additions to property, plant and equipment and proceeds from borrowings.

The value of $783.5m for property, plant and equipment additions/transfers in Note 3 is derived by
summing the purchase of property, plant and equipment of $763.5m above with the amount of $20.0m
which was financed through vendor financing.

Financing ammangements were also made with vendars for purchase of goods and services listed under trade
and other payables of $282.8m as at 31 March 2018.

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

12



TELECOMMUNICATIONS SERVICES OF TRINIDAD AND TOBAGO LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018
(Expressed in thonsands of Trinidad and Tobago Dollars)

L

Incorporation and principal activity

wamnmnicaﬁmsSmﬁoesoﬂﬁnidaddeobagoIimﬁedCTSTT”m“meCompmy”m“the
PmmﬂisaﬁmﬂedﬁabiﬁtywmpmyincmpmatemeﬁnidadandTobagoinMayl968, and on
15 April 1999 obtained its Certificate of Contimuance under the Companies Act 1995. Its operations
are regulated by the Telecommunications Act of 2001, subsequently amended in 2004.

The Company is domiciled in Trinidad and Tobago and its registered office is located at 1 Edward
SueeLPmOfSpﬁnTSTdeﬁsmbddimy,AmpﬁaCommmicaﬁmHmited(mﬂmﬁvely,“ﬂle
Group™) are principally engaged in the provision of fixed, mobile and broadband
wlwomnmﬁcaﬁmsmoducﬁmdserﬁses,swuﬁtymvdﬂmcemddigiﬁltdeﬁdmsmﬁcesw
domestic and corporate customers in Trinidad and Tobago.

Cable and Wireless (West Indies) Limited holds a 49% interest in the Company and the remaining
Sl%ishddbyNaﬁdeMemﬁseinmited(NEL).NELhmompmmedMIﬁnidaddeobago
with the controlling interest held by the Ministry of Finance (Corporation Sole). NEL lias 8 primary
lisﬁngontheT‘rinidadandTobagoStockachange.

Cabledeﬁdess(Wmhdim)HmﬁedhadconﬁmedmekexmmwdiMemﬂmmedisposﬂof
their 49% shareholding in the Company. Final pronouncements have not been made and this
decision has no effect on the financial position of the current year under review.

On 1 August 2017, the Company acquired 100% of the issued ordinary shares of Amplia

Communications Limited (formerly Massy Communications Limited), a company incorporated in

Trinided and Tobago which ourrently provides Internet Services, Voice Services, HD TV and

Security Services,

Significant accounting policies

) Statement of compliance and basis of preparation
These consolidated financial statements have been prepared in accordance with
International Financial Reporting Standards (IFRS) as issued by the International
Accounting Standards Board (IASB).
Thecmsoﬁdatedﬁnmdalswtememarepresmmeﬁnidaddeobagodoﬂns,chh
is also its functional currency and all values have been rounded to the nearest thousand
($°000), except when otherwise indicated.

The consolidated financial statements are prepared under the historical cost convention
except as otherwise permitted or required by IFRS.
b)  Basis of consolidation

The consolidated financial statements comprise the financial statements of TSTT and its

subsidiary (“the Group®) as at 31 March,
13



TELECOMMUNICATIONS SERVICES OF TRINIDAD AND TOBAGO LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018
(Expressed in thousands of Trinidad and Tobago Dollars)

2. Significant accounting policies (continued)

b)

©)

Basis of consolidation (continmed)

The financial statements of the subsidiary are prepared for the eight months period ended
31 March 2018, using consistent accounting policies.

Whmnwessmy,adjushnmtsm'emadamtheﬁnmcidmtemmdthesubddimymbrhg
their accounting policies in line with the Group’s accounting policies. All intercompany
balances and transactions, including nnrealised profits arising from intra-group transactions
have been eliminated in full. Unrealised losses are eliminated unless costs cannot be
recovered.

A subsidiary is an entity over which the Parent has the power to direct the relevant activities,
has exposare or rights to variahle returns, and the ability to use its power to affect the returns
of the investes, generally accompanying a shareholding of more than 50% of the voting
rights,

Standards adopted during the year
New and amended standards and interpretations

The accounting policies adopted in the preparation of these consolidated financial
statements are consistent with those followed in the preparation of the Company’s annnal
financial statements for the year ended 31 March 2017 except for the standards and
interpretations noted below. The nature and impact of each new standard and amendment
are described.

Amendments to IAS 7 Statement of Cash Flows: Disclosure Initiative

Thaammdmentsmquimmﬁﬁeswpmvidedisdomeofchmgeshtheirﬁabﬂiﬁesaﬁsmg
from financing activities, including both changes arising from cash flows and non-cash
changes (such as foreign exchange gains or losses).

ﬁesemnendmenﬁmustbeappﬁedre&ospecﬁvdymdareeﬁ'ecﬁveforanmﬂpmioda
beginning on or after 1 January 2017, with early adoption permitted, These amendments
had no impact on the Group.

Amendments to JAS 12 Income Taxes: Recognition of Deferred Tax Assets for
Unrealised Losses

The amendments clarify that an entity needs to consider whether tax law restricts the
sources of taxable profits against which it may make deductions on the reversal of
deductible temporary difference related to mmrealised losses.

14



TELECOMMUNICATIONS SERVICES OF TRINIDAD AND TOBAGO LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

(Expressed in thousands of Trinidad and Tobago Dollears)
(Continmed)

2, Significant accounting policies (continued)
c)  Standards adopted during the year (continued)

New and amended standards and interpretations (continued)

Amendments o JAS 12 Income Taxes: Recognition of Deferred Tax Assets for
Unrealised Losses (continned)

Furthermore, the amendments provide guidance an how an entity shonld determine future
taxable profits and explain the circumstances in which taxable profit may include the
recovery of some assets for more than their carrying amount.

Annual improvements to IFRSs 2014-2016 Cycle

Certain imited amendments, which primarily consist of clarifications to existing guidance,
were made to the following standards:
° IFRS 1 — First Time Adoption of IFRS

° IFRS 12 — Disclosure of Interests in Other Entities — Effective January 2017
° IAS 28 — Investments in Associates and Joint Ventures

Thesehnpmvementswereeﬁ'ecﬁvaforamalpeﬁodsbeginningonoraﬁerl January
2018 and had no impact on the Group.

d) Standards issued but not yet effective

The Group is cumently assessing the potential impact of these new standards and
interpretations and will adopt them when they are effective:

IFRS 15 — Revenue from Contracts with Customers — Effective 1 January 2018

IFRS 15 was issued in May 2014, and amended in April 2016, and is effective for
accounting periods beginning or after 1 Jannary 2018. IFRS sets out the requirements for
recognising revenue and costs from contracts with customers and includes extensive
disdosmemquﬁemeﬁs.ltwmhmamateﬁdimpactmthe&oup’smpmﬁngofmveme
as follows:

15



TELECOMMUNICATIONS SERVICES OF TRINIDAD AND TOBAGO LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018
(Expressed in thonsands of Trinidad and Tobago Dollars)

(Continued)

z. Significant accounting policies (continued)
d) Standards issned but not yet effective (continued)

IFRS 15 — Revenne from Contracts with Customers — Effective 1 Jammary 2018
(continned)

© JFRS 15 will require the Group to identify deliverables in contracts with customers that
qualify as separate “performance obligations™. The performance obligations identified
wﬂdependmthenahueofindivldnalmstommcon&acts,bﬁmigﬁtypioaﬂybe
identified for mobile handsets, other equipment provided to customers and for services
provided to customers such as mobile and fixed line communications services. The
transaction price receivable from customers must be allocated between the Group’s
performance obligations under the contracts on a relative stand-alone selling price
basis. Reverme will then be recognised either at a point in time or over time when the
respective performance obligations in a contract are delivered to the cnstomer. Stand-
alone selling prices will be based on observable sales prices; however, where stand-
almeseﬂingmicesarenotdimcﬂyobsermbb,mﬁmaﬁofstand-ﬂmeseﬂhgpﬁces
wiﬂbemqniredwhinhwﬂlmaximisethemofobsmvableinputs.

o Currently revenue allocated to deliverables is restricted to the amount that is receivable
wﬁhoutthedeﬁvmyofaddiﬁunﬂgoodsorsmvices;thismshicﬁonwﬂlmlmgerhe
applied under IFRS 15. The primary impact on revenme reporting will be that when the
Gmnpseﬂswbsidiseddevioesmgethmwﬁhairﬁmesmﬁceagmemmmcunomm,
revenne allocated to equipment and recognised at contract inception, when control of
thedevicetypieauypmseswthecusmmer,wﬂlinmaseandmvemwsubsequmﬂy
recognised as services are delivered during the contract period will reduce. Where
additional up-front unbilled revenue is recorded for the sale of devices, this will be
reflected in the statement of financial position as a contract asset.

® Under IFRS 15, certain incremental costs incurred in acquiring a contract with a
customer will be deferred on the statement of financial position and amortised as
revenue is recognised under the related contract; this will generally lead to the later
recognition of charges for some commissions payable to third party dealers and
employees.

16



TELECOMMUNICATIONS SERVICES OF TRINIDAD AND TOBAGO LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

(Expressed in thonsands of Trinidad and Tobago Dollars)
(Continned)

2. Significant accounting policies (continued)
d) Standards issued but not yet effective (continued)

IFRS 15 — Revenue from Contracts with Customers — Effective 1 January 2018
(continued)

® Certain costs incurred in fulfilling customer contracts will be deferred on the statement
of financial position under IFRS 15 and recognised as related revenue is recognised
under the contract. Such deferred costs are likely to relate to the provision of
deliverables to customers that do not qualify as performance obligations and for which
revenue is not recognised; currently such costs are generally expensed as incurred,

ThnimpactofthechmgeeabmmtheGmnp’sﬂnmeiﬂstﬁzmmﬁwiﬂdepmdlargely
on the extent to which customers receive discounted goods or services, such as mobile
handsets, when they enter into airtime service agreements with the Company. The
combined impact of the changes is expected to increase the gross profit recorded at
inception on many customer contracts; in such cases, this will typically reduce the gross
profit reported during the remainder of the contract; however, these timing differences will
not impact the total gross profit reported for a customer contract over the contract term.

The transactions impacted by IFRS 15 are high in volume, value and complexity, therefore
the Company is continuing to assess the impact of these and other accounting changes that
will arise under IFRS 15 and cannot reasonably estimate the impact; however, the changes
highlighted above will have a material impact on the consolidated income statement and
cmsoﬁdatedstatmneMofﬁnmdalposiﬁonaﬁertheGmupaduptleRSlSmIApﬁl
2018.

WhenIFRSlSisadopted,ﬁcmbeappﬁedeﬁbermaﬁ:ﬂymhospecﬁvebads,mqniﬂng
the restatement of the comparative periods presented in the consolidated financial
statements, or with the cummlative retrospective impact of IFRS 15 applied as an
adjustment to retained earnings on the date of adoption; when the latter approach is applied
it is necessary to disclose the impact of IFRS 15 on each line item in the financial
statements in the reporting period, The Group will reflect the cummlative impact of IFRS
15 in equity on the date of adoption.
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TELECOMMUNICATIONS SERVICES OF TRINIDAD AND TOBAGO LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018
(Expressed in thousands of Trinidad and Tobago Dollars)

(Continued)

2. Significant acconnting policies (continued)

d)

Standards issued but not yet effective (continued)
IFRS 9 - Financial Instruments — Effective 1 January 2018

IFRS 9 “Financial Instruments” was issued in July 2014 to replace IAS 39 “Financial
Instryments: Recognition and Measurement”. The standard is effective for accounting
periods on or afier 1 January 2018 and will be adopted by the Group on 1 April 2018.

IFRS 9 will impact the classification and measurement of the Group®s financial instruments
and will require certain additional disclosures. The primary changes relate to the
provisioning for potential fiiture credit losses on contract assets. The Group is contiming
to analyse the impact of these changes which are not currently considered likely to have
any major impact on the Group’s financial statements.

Amendments to IFRS 10 and IAS 28 — Sale or Contribution of Assets between an
Investor and its Associate or Joint Venture — effective on a date to be determined by
the International Accounting Standards Board

The amendments address the conflict between IFRS 10 and IAS 28 in dealing with the loss
of control of a subsidiary that is sold or contributed to an associste or joint venture, The
amendments clarify that the gain or loss resulting from the sale or contribution of assets
that constitute a business, as defined in IFRS 3, between an investor and its associate or
joint venture, is recognised in full. Any gain or loss resnlting from the sale or contribution
of assets that do not constitute a business, however, is recognised only to the extent of
unrelated investors® interests in the associate or joint venture. The IASB has deferred the
%cﬁvedateoftheseamendmentshdeﬁnitely,btumenﬁtythateaﬂyadoptsthe
amendments must apply them prospectively. The Group will apply these amendments
when they become effective.

IFRS 16 - Leases — Effective 1 Janmary 2019

IFRS 16 was issued in Jamary 2016 and it replaces IAS 17 Leases, IFRIC 4 Determining
whether an Arrangement contains 8 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, measurcment, presentation and disclosure of
leases and requires lessees to acoount 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 lessces —leases of *low-value’ assets (e.g., personal computers)
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).
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TELECOMMUNICATIONS SERVICES OF TRINIDAD AND TOBAGO LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018
(Expressed in thousands of Trinidad and Tobago Dollars)

(Continued)

2. Significant accounting policies (continued)
d) Standards issued but not yet effective (continued)
IFRS 16 — Leases — Effective 1 January 2019 (continued)

Lmseeswmbemquhedmsepmatelymognisetheimerenexpmwonthehaseﬁabﬂﬁy
andthedepxedaﬁmexpmsemtheﬂghboﬁuseasset.hsseeswmmmomqlﬁredw
remeasure the lease Hability upon the occurrence of certain events (e.g,, a change in the
leasetem,achmgeinﬁm“leasepaymentsmsulﬁngﬁomaahangeinmindexmrate
usedmdetmninethosepaymm).melesseewmgmadlymognisemeamoumdthe
remeasurement of the lease linhility as an adjustment to the right-of-use asset.

Lessor accounting under IFRS 16 is substantially unchanged from today’s accounting
under JAS 17. Lessors will contimue 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 Janmary 2019, Barly
application is permitted, but not before an entity applies IFRS 15. A Jessee oan choose to
applythcmndmdusingdtherafunmuospeeﬁvemamodiﬁedmﬂospecﬁwapproach
Ihemdmd’smsiﬁmproﬁsiompmmitwminmﬁefs.hzms,tbe&oupwiﬂomﬁme
to assess the potential effect of IFRS 16 on its financial statements,

e) Significant accounting judgements, estimates and assumptions

The key assumptions concerning the futare and other key sources of estimation uncertainty
atthewpmﬁngdatethathaveaﬁgﬁﬁcamﬁskofmsingamﬂmialadiummmthe
cmyingamounﬁofassehmdﬁabﬂiﬁeswﬁhinthenextﬁnmcialyearmshownbdow:

° Mobile rollover minutes - The Group has estimated the value of mobile rollover
minutes based on an average price per minute within the base bundle of the varions
plans.

° vaiskmforbaek—pay-Aprovisionforthcpotenﬁalincmaseinemphyeeoosm
(retroactive salaries) is included as employee benefits in the consolidated statement
ofﬁnannialposiﬁon,asnegoﬁaﬁonsbetweenTSTrandtheRecognised
Bargaining Unit continues. The final impact of this provision will be determined
upon setflement of these negotiations.

® Provision for donbtful debts - The Group’s policy on the provision for doubtful

debtsmﬂectsthenatmeofeachrevennesu'eam,customerpaymentpauemsand
responses to the credit policies established and enforced (see Note 8).
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TELECOMMUNICATIONS SERVICES OF TRINIDAD AND TOBAGO LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018
(Bxpressed in thousands of Trinidad and Tobago Dollars)

(Continned)

2. Significant acconnting policies (continued)
Significant acconnting jndgements, estimates and assumptions (continued)

€)

Provision for inventory obsolescence - The Group reviews on an antmal basis its
inventory to determine the provision that should be carried for items that are in
good condition but will not be used in the foreseeable future. Provision is also
made for items that have deteriorated, expired or become damaged while in stock.
The provision also includes the adjustment required to write down mobile
inventory to the lower of cost and net realizable value (see Note 7).

Provision for non-stock inventory obsolescence - The Group reviews on an annual
basis its non-stock inventory to determine the provision that should be carried for
items that are in good condition but will not be used in the foreseeable future.
Provision is also made for items that have deteriorated, expired or become
damaged while in stock.

Pension - The cost of the pension plans for TSTT is determined by the use of
actuarial valuations. Valuation results involve the use of assumptions for items
such ag disconnt rates, salary and pensjon increases as well as the expected rate of
return on pension plan assets. The costs are best estimates and thus are subject to
some uncertainty given the long term nature of pension plans.

In determining the appropriate disconnt rate, management considers the interest
rates of government bonds. The mortality rate is based on the publicly available
mortality table. Future salary increases and pension increases are based on
expected future inflation rates (see Note 5).

Impairment of non-financial assets — The Group reviews on anmual basis its
impairment on the Converged and Mobile Cash Generating Unit (CGU).
Impairment exists when the carrying value of an asset or cash generating unit
exceeds its recoverable amount, which is the higher of its fair value less costs of
disposal and its value in use. The value in use calculation is based on a Discounted
Cash Flow (DCF) model. The cash flows are derived from pre-tax forecast cash
flow for the next five years and do not include restructuring activities that the
Group is not yet committed to or significant future investments that will enhance
the asset’s performance of the CGU being tested. The key assumptions used to
determine the recoverable amount for the different CGUs are disclosed and further

explained in Note 3.



TELECOMMUNICATIONS SERVICES OF TRINIDAD AND TOBAGO LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018
(Bxpressed in thousands of Trinidad and Tobago Dollars)

(Continued)

2.

Significant acconnting policies (continued)

©)

Sigrificant accounting judgements, estimates and assumptions (continued)

° Change in Useful Lives of Property, Plant and Equipment - The Group performs
an annual review of the useful lives of its property, plant and equipment. Based on
the results of this review, adjustments are made to the relevant depreciation rates
as necessary (see Note 2 (h)).

Foreign currency transiation

Foreign currency transactions during the period are converted at the rates ruling at the date
ofthahmsacﬁmmataratewhichapmoﬁmatestheacmdrate.Monemryassetsand
lighilities in foreign currencies at the reporting date are translated at rates ruling at that
date, Exchange differences thus arising are recognised in the consolidated statement of
comprehensive income.

Non-monetary items that are measured in terms of historical cost in a foreign currency are
mlatedudngtheexchmgemtesasmthedatesofthemﬂidem.Nm-mmemy
ﬁemsmeamedatﬁirvaluemafmeigncmcymmhwdusingthemmhmgemtes
at the date when the fair value is determined,

Trade and other receivables

Trade receivables are carried at the original mvoice amount less provision made for
impairment of these receivables. A provision for impairment of trade receivables is
established when there is objective evidence that the Group will not be able to collect all
amounts due according to the original terms of sale. The carrying amount of the asset is
reduced throngh an allowance acoount and the amount of the loss is recognised in the
consolidated statement of comprehensive income. When an account receivable is
uncollectible, it is written off against the allowance account for trade receivables.
Subsequent recoveries of amounts previously written off are credited to the consolidated
statement of comprehensive income.
Changes in bad debt policy
° During the financial year, the Group made an amendment to the existing bad debt
policy which resulted in an extension of the time period threshold for triggering the
baddebtprovisioningforGovemment,ChannanarmemandsomeB]igh
customers (see Note 8).
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TELECOMMUNICATIONS SERVICES OF TRINIDAD AND TOBAGO LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018
(Bxpresscd in thousands of Trinidad and Tobago Dollars)

(Continued)

2. Significant accounting policies (continued)
h) Property, plant and equipment

i

Plant in service

Property, plant and equipment are stated at cost, net of accumulated depreciation,
accumulated impairment/losses, if any, with the exception of land. Such cost
includes the cost of replacing part of the plant and equipment and borrowing costs
for Jong-term construction projects if the recognition criteria are met, Cost does
not include routine servicing and repair but includes major replacements once the
recognition criteria of IAS 16 Property, Plant and Equipment are met.

Depreciation is charged so as to write off the cost of assets, other than plant under
construction, over their estimated useful lives, using the straight-line method.

An item of property, plant and equipment and any significant part initially
recognised is derecognised upon disposal or when no future economic benefits are
expected from its use or disposal. Any gain or loss arising on the derecognition of
an item of property, plant and equipment is determined as the difference between
the net disposal proceeds and the carrying amount of the asset and is recognised in
the consolidated statement of comprehensive income.
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TELECOMMUNICATIONS SERVICES OF TRINIDAD AND TOBAGO LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018
(Expressed in thousands of Trinidad and Tobago Dollars)
(Contimed)
2, Significant accounting policies (continued)
h) Property, plant and equipment (continned)
i Plant in service (continued)

The estimated useful lives of depreciable property, plant and equipment are as

follows:
Properties
Frechold properties 50 years
Leasehold properties Over the period of lease
Technical assets
Central office equipment 3-15 years
Customers’ installations 3 years
External cable plant 8-18 years
Plant and machinery 15 years
Towers 20 years
Underground conduit 40 years
Share of cable systems 15 years
Security equipment 3-5 years
Finance leased assets 6 years
Other
Air conditioning 15 years

computers 3-10 years

Tools and implements 5 years
Vehicles 4-5 years

Land is not depreciated as it is deemed to have an indefinite life. The assets®
regidual values, useful lives and methods of depreciation are reviewed at each
financial year-end and adjusted prospectively, if appropriate.



TELECOMMUNICATIONS SERVICES OF TRINIDAD AND TOBAGO LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018
(Bxpressed in thousands of Trinidad and Tobago Dollars)

(Continued)

2. Significant accounting policies (continued)
h) Property, plant and equipment (continued)
ii. Plant under construction

Property, plant and equipment under construction are recorded as plant nnder
construction (PUC) until they are ready for their intended use. Thereafter they are
transforred to the related category of property, plant and equipment and
deprecizted over their estimated useful lives. The cost of PUC includes allocation
of Iabour and overhead which are directly attributable to bringing the assets to the
location and condition necessary for them to be capable of operating in the manner
intended by management in accordance with IAS 16 Property, Plant and
Equipment.

iii, Repairs and renovations

Repairs and renovations are normally expensed as they are inourred. Expenditure
is reported as assets only if the amounts involved are substantial and one or more
of the following conditions are satisfied:

o the original useful life is prolonged

e the production/service capacity is increased

s the quality of the products/services is enhanced materially or
s production/service costs are reduced considerably

i) Intangible assets

Intangible assets acquired separately are measured on initial recognition at cost. Following
initial recognition, intangible assets are carried at cost less any accumulated amortisation
and any accumulated impairment losscs,

The useful lives of intangible assets are assessed as either finite or indefinite. The Group
does not have intangible assets with indefinite lives.

Intangible assets with finite lives are amortised over their estimated economic useful lives
and assessed for impairment whenever there is an indication that the asset may be impaired.
The amortisation period and the amortisation method for an intangible asset with a finite
useful life is reviewed at least for each financial year end. Changes in the expected useful
life or the expected pattern of consumption of firture economic benefits embodied in the
asset are accounted for by changing the amortisation period or method, as appropriate and
treated as changes in accounting estimates. The amortisation expense on intangible assets
is recognised in the consolidated statement of comprehensive income in the expense
category consistent with the function of the intangible asset.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018
(Expresscd in thousands of Trinidad and Tobago Dollars)

{Continued)

2. Significant accounting policies (contirmed)

D

Intangible assets (continued)

Gains or losses arising from derecognising an intangible asset is measured as the difference
between the net disposal proceeds and the carrying amount of the asset and are recognised
in the consolidated statement of comprehensive income when the asset is derecognised.

Intangible assets comprise expenditure on Indefeasible Rights of Use (IRUs) which are
contracts with related and third parties that provide the Group with dedicated wavelength
bandwidth arising from the snbmarine cable system (Note 2k). These intangible assets are
amortised over the shorter of the expected period of use and the life of the contract on a

Impairment of non-financial assets

At each reporting date, the Group assesses whether there is any indication that an asset is
impaired. If any such indication exists, the recoverable amount of the asset is estimated in
order to determine the extent of the impairment loss (if any). Where it is not possible to
estimate the recoverable amount of an individual agset, the Group estimates the recoverable
amount of the Cash Generating Unit (CGU) to which the asset belongs,

The recoverable amount is the higher of fair value less costs to sell and value in use. In
assessing value in use, the estimated future cash flows for a period of five (5) years are
discounted to their present value using a pre-tax discount rate, which reflects current
market assessments of the time value of money and the risks specific to the asset.

If the recovergble amount of an asset or CGU is estimated to be less than its carrying
amount, the carrying amount of the asset or CGU is reduced to its recoverable amount.

An impairment loss is recognised immediately in the comsolidated statement of
comprehensive income.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018
(Expressed in thonsands of Trinided and Tobago Dollars)

(Continned)

2. Significant accounting policies (continned)

),

k)

Impairment of non-financial assets (continned)

An assessment is made at each reporting date as to whether there is any indication that
previously recognised impairment losses may no longer exist or may have decreased. If
such indication exists, the Group estimates the recoverable amount of the asset or CGU. A
previously recognised impairment loss is reversed only if there has been a change in the
assumptions used to determine the asset’s recoverable amount since the last impairment
was recognised. Where an impairment loss subsequently reverses, the carrying amount of
the asset or CGU is increased to the revised estimate of its recoverable amount, but the
increased carrying amount should not exceed the carrying amount that would have been
determined had no impairment loss been recognised for the asset or CGU in prior years.
The reversal of an impairment loss is recognised immediately in the consolidated statement

of comprehensive income.
Interest in joint ventures

A joint venture is a contractual arrangement whereby the Group and other parties undertake
an economic activity that is subject to joint control; that is when the strategic financial and
other operating policy decisions relating to the joint venture’s activities require the
unanimous consent of the parties sharing control.

The Group has interests in joint ventures via jointly controlled assets. Each venturer may
take a share of the output from the assets and each bears an agreed share of the expenses
incurred, The Group recognises its interest in the joint venture as an item of property, plant
and equipment e.g. submarine cable system. Any expenses that it has incurred in respect
of its interest in the joint venture, for example operating and maintenance costs are
recogunised as operating expenditure in the consolidated statement of comprehensive
income.

Employee benefits

The Group has both defined benefit and defined contribution plans. A defined contribution
plan is a pension plan under which the Group pays fixed contributions into a separate entity.
The Group has no legal or constructive obligations fo pay further contributions if the fund
does not hold sufficient assets to pay all employees the benefits relating to employee
service in the current and prior periods.

A defined benefit plan is a pension plan that is not a defined contribution plan
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(Continued)

2. Significant accounting policies (continned)
D Employee benefits (continued)

i

Defined benefit plans

TSTT operates two defined benefit plans, namely the Telco Staff Pension Plan and
the TSTT Pension Plan, The current employees are all covered by either the Telco
Staff Pension Plan or the TSTT Pension Plan.

AmpHaemployeesmakedeﬁnedoonm'buﬁonstowmdataximenﬁvesavingplnn.

For defined benefit plans, the cost of providing benefits is determined separately
fmeachphnusingtheprojeetedunitueditmethod,wﬁhamadﬂvaluaﬁmsbeing
carried out at each reporting date.

Re-measurements, comprising of actuarial gains and losses, the effect of the asset
ceilhg,exdudingnetintemst(nntappﬁcablewtheGmnp)andtherehmmphn
assets (excluding net interest), are recognised immediately in the consolidated
statement of financial position with a corresponding debit or credit to retained
earnings through OCI in the period in which they occur. Re-measurements are not
reclassified to profit or loss in subsequent periods.

Past service costs are recognised in profit or loss on the eatlier of:

® The date of the plan amendment or curtailment, and
o The date that the Group recognises restructuring-related costs

Net interest is caloulated by applying the discount rate to the net defined benefit

liability or asset. The Group recognises the following changes in the net defined

benefit obligation under ‘personnel costs’ in the consolidated statement of

comprehensive income;

®» Service costs comprising current service costs, past-service costs, gains and
losses on curtailments and non-routine seitlements

® Net interest expense or income
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(Continued)

2. Signiﬁcantacconnﬂngpuﬂeha(conﬁnued)

D

n)

Employee benefits (continned)
ii. Defined contribution plans

TheGmuphasnofurtherpaymeﬂobﬁgaﬁonsoncetheconﬁbmionshavebeen
paid.Theconﬁibuﬁmsmereoogrﬂsedasmnployeebenoﬁtexpansewhmthcyam
due

For the period ending March 2018, Amplia Communications Limited contributions
were $704.0k. The expected contributions for FY 2019 is $1.1m

Financial instruments

Finmcialinskmeﬁscmiedmthecmsoﬁdatedmtemmtofﬁnmeidposiﬁmmdude
cashmdcasheqiﬁvﬂm,tademdothareceivables,uwemdothm’payabhs,md
bonowings.Theparﬁcﬂmmcogniﬁmmethodsadomedmdisdosedmthehdividud
policy statements associated with each item,

Taxation

i. Current income tax
Clmentinoomctaxassetsandﬁabﬂiﬁesforthecmrentandpﬂorpmiodsare
measm'edattheamountexpectedtobemcoveredﬁ'omorpaidtothetaxaﬁon

authorities. The tax rates and tax laws used to compute the amounts are those that
areenactedorsubsmnﬁvelymactedbythemporﬁngdate.
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(Continued)

2.

Significant accounting policies (contimed)

m)

Taxation (continued)
il. Deferred tax

Defetred tax is provided usmg the liability method on temporary differences
between the tax bases of assets and liabilities and their carrying amounts for
financial reporting purposes at the reporting date.

Deferred tax lishilities are recognised for all taxable temporary differences and
deferred tax asscts are recognised for all deductible temporary differences, unused
tax oredits and unused tax losses, to the extent that it is probable that taxable profit
will be available against which the deductible temporary differences, umsed tax
credits and unused tax losses can be utilised.

The carrying amount of deferred tax assets is reviewed at each reporting date and
reduced to the extent that it is no longer probable that sufficient future taxable
profit will be available to allow all or part of the deferred tax assets to be utilized.
Unrecognised deferred tax assets are reassessed at each reporting date and are
recognised to the extent that it has become probable that future taxable profits will
allow the deferred tax asset to be recovered.

Deferred tax assets and deferred tax liabilities are measured at the tax rates that are
expectedWapplyintheyearwhentheassetisredisedortheHahﬂﬂyisseﬁled,
based on tax rates and tax Iaws that have been enacted or substantively enacted at

the reporting date.
Business combination
acquisition is measured as the aggregate of the consideration transferred, which is

measured at acquisition date fair value, and the amount of any non-controlling interests in
the acquiree.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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(Expressed in thousands of Trinidad and Tobago Dollars)
(Continned)

2. Significant accounting policies (contimed)

o) Business combination (continued)

When the Group acquires a business, it assesses the financial assets and liabilities assumed
for appropriate classification and designation in accordance with the contractual terms,
economic circumstances and pertinent conditions as at the acquisition date

Goodwill is initially measured at cost (being the excess of the aggregate of the
consideration transferred and the amount recognised for non-controlling interests and any
previous interest held over the net identifiable assets acquired and liabilities assumed), If
the fair value of the net assets acquired is in excess of the aggregate consideration
transferred, the Grovp re-assesses whether it has correctly identified all of the assets
acquired and all of the lisbilities assumed and reviews the procedures used to measure the
amounts to be recognised at the acquisition date. If the reassessment still results in an
excess of the fair value of net assets acquired over the aggregate consideration transferred,
then the gain is recognised in consolidated statement of comprehensive income,

P) Provisions

General

Provisions are recognised when the Group has a present obligation (legal or constructive)
as a result of a past transaction or event, it is probable that an outflow of resources
embodying economic benefits will be required to settle the obligation and a reliable
estimate can be made of the amount of the obligation, The expense relating to any provision
is recognised in the consolidated statement of comprehensive income,

Pmﬁsimsmmeasmdasmanagmnem’sbestesﬁmateofthemq:endimremquhedto
seftle the obligation at the reporting date and are discounted to present value where the
effect is material.

Restructuring provision

The restructuring provision is recognised only when the Group has a constructive
obﬁgaﬁon,whichiswhenadetaﬂedfmmﬂphnidenﬁﬁesthenumberofemployees
affected, detailed estimate of the associated costs and an appropriate timeline and the
employees have been notified of the plan’s main feature.

30



TELECOMMUNICATIONS SERVICES OF TRINIDAD AND TOBAGO LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018
(Expressed in thonsands of Trinidad and Tobago Dollars)

(Continued)

2.

Bignificant accounting policies (contirmed)

)

Leases

The determination of whether an amrangement is, or contains, a lease is based on the
substanceofthemrmganmmmcepﬁmdatqwhethafu]ﬁlmemofthemmgemmis
dependent on the use of the specific assets or the arrangement conveys a right to use the
asset, even if that right is not explicitly specified as an arrangement.

Group as a lessee
Finance leases that transfer substantially all the risks and benefits incidental to ownership

of the leased item to the Group, are capitalised at the commencement of the lease at the fair
value of the leased property ar, if lower, at the present value of the minimum Jease
payments. Lease payments are apportioned between finance charges and reduction of the
lease liability so as to achicve a constant rate of interest on the remaining balance of the
liability. Finance charges are recognised in finance costs in the consolidated statement of
comprehensive income.

A leased asset is depreciated over the useful life of the asset. However, if there is no
reasonable certainty that the Group will obtain ownership by the end of the lease term, the
asset is depreciated over the shorter of the estimated useful life of the asset and the lease
term,

Operating lease payments are recognised as an operating expense in the consolidated
statement of comprehensive income on a straight-line basis over the lcasc term.

Group as a lessor
Leases in which the Group does not transfer substantially all the risk and benefits of

ownership of an asset are classified as operating leases. Initial direct costs incurred in
negotiating an operating lease are added to the carrying amount of the leased asset and
recognised over the lease term on the same basis as rental income. Contingent rents are
recognised as revenue in the period in which they are earned.

Trade and other payables

Liabilities for trade and other payables, which are normally seftled on 30-90 day terms, are
carried at cost which is the fair value of the consideration to be paid in the future for goods
and services received, whether or not billed to the Gronp.

31



TELECOMMUNICATIONS SERVICES OF TRINIDAD AND TOBAGO LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018
(Expressed in thousands of Trinidad and Tobago Dollars)

(Continned)

2.

Significant acconnting policies (continned)

5)

9

Inventories

Inventories held for use in the maintenance of the Group’s telecommunications systems
are stated at landed cost, less provision for deterioration and obsolescence. Inventory held
for resale are stated at the lower of cost and net realisable value.

Cash and cash equivalents

Cash and cash equivalents in the consolidated statement of financial position and for the
purpose of the consolidated statement of cash flows comprise cash at banks, cash on hand,
restricted cash and short-term deposits with an criginal maturity of three months or less.

Revenue recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow
to the Group and the revenue can be reliably measured. Revenue is measured at the fair
vﬂueoftheomsidaaﬁmmcdved,exdudingdismum,mbawgandsﬂesmxesmduty.

The Group assesses its revenne arrangements against specific criteria in order to determine
if it is acting as a principal or an agent. The following specific recognition criteria must
also be met before revenue is recognised:
i Fixed line

Fixed line revenues are recorded based on usage of the Group’s network, facilities

and contract fees. Fixed fees (rentals) are billed one month in advance on a cyolical
basis and recognised as revenue in the month in which the service is provided.
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2, Significant accounting policies (continned)
n) Revenme recognition (continued)

il

Mobile

Mobile revenues are earned by providing access to, and usage of, the Group’s
network, which includes sirtime usage and roaming, Generally revenue is
recognised as earned.

Prepaid mobile credits are recognised based upon usage of prepaid credits by
customers. Revenue relating to unmsed prepaid credits is deferred until usage
oconrs.

Postpaid mobile service revenue is recorded based on monthly package rental fees
plus additional revenue for any usage in excess of allocated package minutes,
whether billed or unbilled, Access revenue is billed one month in advance and
recognised as revenme when earned. Revenue associated with unused package
mimytes is deferred to the following billing cycle up to two times the monthly
package minutes for legacy plan only in accordance with the Group policy.

In revenue arrangements inchiding more than one deliverable (e.g. sale of handsets
and other felecommunication service contracts), the Group cvaluates all
deliverables in the arrangement to determine whether they represent separate units
of accounting,

Equipment sales revenue associated with the sale of mobile handsets is recognised
when the products are delivered to and accepted by the customer, as this is
considered to be a separate earnings process from the sale of mobile services, As
the amount allocable to the handset generally exceeds the amount received from
the customer at the date the handset is delivered, revenue recognised for the
handset sale is generally limited to the amount of the arrangement that is not
contingent upon the rendering of telecommumication services (i.e. the amount paid
by the customer for the handset).

For equipment sales made to intermediaries, revenue is recognised if significant
risks associated with the equipment are transferred to the intermediary and the
intermediary has no general right of return. Incentives are given to intermediaries
for connecting new customers and upgrading existing customers, The incentive is
deemed separable from the initial sale of the equipment to an intermediary, hence
it is accounted for as an expense upon connection or upgrade of the customer.
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(Contimued)

2. Significant accounting policies (contimed)
n) Revenme recognition (continned)

1.

iv.

V.

Broadband, security and digital television
Broadband, security and digital television revenue is recognised based on monthly

package rental fees. Internet dial-up revenne is recognised on the same basis except
additional revenue is recognised for usage in excess of the package minutes,

Directory advertising

This represents amounts billed to customers for published directory yellow pages.
Revenue is recognised when publication and delivery of the books have taken
place.

Business services

This represents, in general, revenues on contracts to supply and install equipment.
The contracts are generally completed within one to two years.

On completion of the contracts, revennes are recognised and the related costs are
offset against the deferred charges which had been recorded over the life of the
contracts and the resulting profit or loss is recognised in the consolidated statement
of comprehensive income.

Interest revenue

Interest revenue is recognised as the interest accrues (taking into account the
effective yield on the asset) unless recoverability is in doubt.

Other revenues

Other telecommunication services revenues, including leased circuits are recorded
when the services are rendered to customers.
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2.

Significant accounting policies (continned)

V)

Loans and borrowings

Loans are recognised initially at fair value net of directly attributable transaction costs.
After initial recognition, interest bearing loans and borrowings are subsequently measured
at amortised cost using the effective interest rate (BIR) method. Gains and losses are
recognised in the consolidated statement of comprehensive income when the liabilities are
derecognised as well as throngh the FIR amortisation process. Amortised cost is calenlated
by taking into account any discount or premium on acquisition and fees or costs that are an
integral part of the EIR. The EIR amortisation is inclnded in finance cost in the consolidated
statement of comprehensive income.

Financial liabilities are derecognised when the obligation nnder the liability is discharged,
cancelled or has expired. Where an existing financial lability is replaced by another from
the same lender under substantially different terms, such an exchange is treated as a
derecognition of the original liability and the recognition of a new liability and the
difference between the respective carrying amounts is recognised in the consolidated
statement of comprehensive income.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of an
assetthatnecessan’]ytakesammsmnﬁalpmiodofﬁmetogetregdyforitsinmndeduseor
sale are capitalised as part of the cost of the respective assets. All other borrowing costs
are expensed in the period they ocour. Borrowing costs consist of interest and other costs
that an entity incurs in connection with the borrowing of funds.

Dividend distribution
Dividend distribution to the Group’s shareholders is recognised as an appropriation in the

consolidated financial statements in the period in which the dividends are approved by the
Board of Directors.
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(Continued)

2,

Significant accounting policies (continued)

Y)

Restatements

The consolidated financial statements have been restated for the effects of the correction
of a prior period error. The restatement is describe further below:

Commissions and Rental fees - prior period error

In year ended March 2018, $2,7m in fees were paid for rental of premises in relation to
year ended March 2017. These fees were correotly recorded as an expense in the statement
of comprehensive income in the year ended 31 March 2017 and the prior year was restated
accordingly.

Commissions relating to year ended March 2017 valued at $1.5m were also included in

year ended March 2018, This was also removed from year ended March 2018 and included
in expenses for the year ended March 2017.

The net impact of these two adjustment amounted to $4.3m and is included as part of the
$7.1m adjustment to operating profit balance under comrection of prior period error for the
year ending 31 March 2017,

Property, plant and equipment - prior period error

In the current financial year, the Group nndertook a full review of the status and aging of
the value of capital projects recorded in the Plant Under Construction (PUC) account, As
a result, it was identified that there were completed capital projects valued at $51.9m that
were not transferred to the asset management module as depreciable assets, The effisct of
this error relates to the capital projects completed and assets placed into service in periods
ranging from years ended prior to March 2011 to the current period ending March 2018.
The net impact to the year ended March 2016 financial statements amounted to $34.3m.

Consequently the reconciliation of the PUC account balance revealed projects that have
been assessed as to be written off coming forward from prior periods as well as an
unidentified variance. The value of these projects were valued at $16.2m. The net impact
of both adjustments to the financial statements as at 31 March 2016 amounted $50.5m.

The net impact of the property, plant and equipment - prior period error to the financial
statements as at 31 March 2017 amounted $2.8m.

In accordance with IAS 8, ‘Accounting Policies, Changes in Accounting Estimates and

Errors® these prior period errors have been applied retrospectively. The impact of this
restatement on the current and prior periods is disclosed in the table below.
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(Continued)

2. Significant accounting policies (continned)
y) Restatements (continued)

Year ended 31 March 2016 For the year Correction of For the year

ended 1 April prior period ended 1 April

2016-as error 2016 — Restated
previously
stated

Impact on the income statement
Operating loss (364.304) {50.532) (414.836)
Loss before taxation (389,494) (50,532) (440,026)
Taxation 88.749 12.632 101,381
Profit for the year (300.745) (37.900) (338.645)
Impact on the statement of
comprehengive income
Net other comprehensive Joss not to be
reclassified to profit and loss in
subsequent periods
Re-measurement losses on defined
benefit plans (20,500) - (20,500)
Income tax effect SH25% | f s - 5.125
Other comprehensive loss for the year,
net of tax (15,375) - (15.375)
Total comprehensive income (loss) for

the year, net of tax (316,120) {37.900) (354,020)
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2, Significant accounting policies (continued)
y) Restatements (continued)

Year ended 31 March 2017 For the year Correction of For the year
ended 31 March prior period ended 31 March
2017 ~as error 2017 - as
previously previously stated
stated
Impact on the income statement
Operating profit 195821 (2.062) 188,759
Profit before taxation 143,268 (7,062) 136,206
oo (94,768) _(222) (94,900)
D fho year —48.500 (1.289) 41216
Impact on the statement of
comprehensive income
Net other comprehensive loss not to be
reclassified to profit and loss in
subsequent periods
Re-measurement losses on defined
benefit plans 1,600 . 1,600
Income tax effect (480) - (480)
Other comprehensive loss for the year,
net of tax 1,120 e I 1,120

Total comprehensive income (loss) for
the year, net of tax 49,620 (7.284) 42336
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2. Significant accounting policies (continued)
y) Restatements (continued)
Impact on (assets)/liabilities and equity  As at 31 March

as at 31 March 2016 2016 -—as

previously

reported
Property, plant and equipment 2,586,093
Deferred tax liabilities (204.410)
Total effect on net assets 2,381,683
Total effect on equity -1.584,628
Impact on (assets)/liabilities and equity ~ As at 31 March
as at 31 March 2017 2017 —=as
previously
reported
Property, plant and equipment 2,780,882
Deferred tax assets 165,986
Deferred tax liabilities (332,904)
Trade and other payables (388,655)
Total effect on net assets 2.225309

Total effect on equity 1,634,248

Correction of
prior period
error

(50,532)
12,632

(37,900)
(37.900)

Correction of
prior period
error

(53,334)
4,810
7,600

—(4.260)

(45.184)
(45,189

As at 31 March
2016 — as restated

2,535,561
191,778

2.343,783
1,546,728

As at 31 March
2017 - as restated

2,727,548
170,796
(325,304
392,91

2,180,125
1,589,064
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(Continued)

3. Property, plant and equipment

Properties Technical
assets
Year ended 31 March 2018
Opening net book amount 473,697 1,397,689
Additions 39,522 363,055
Disposals - -
Changes in composition of
Group (Note 24) - 179,188
Depreciation (25.561) (349.572)
Closing net book amount
487.658 1.590.360
At 31 March 2018
Cost 740,561 8,508,922
Accummulated  depreciation
and impairment 252.903 (6.918,562)
Net book amount 487.6: 1,590.360
Year ended 31 March 2017
Opening net book amount —
restated 482,103 1,153,094
Additions 3,028 522,686
Disposals (987) 16,908
Depreciation
1044 (294.999)
Closing net book amount 473.697 1.397.689
At 31 March 2017
Cost — restated 701,039 7,966,679
Accumulated  depreciation
and impairment (227.342) (6,568.990)
Net book amount 473,697 1.397.689

Furniture
and office
equipment

315,217
169,510

8,603
118,35

374975

1,908,287

(1,533.312)
374.975

300,202
100,109
(1,491)

(83.603)
315,217

1,730,174

(1.414.957)
315,217

Plant
construction

540,945
211,378

29,852

600,165
(59,220)

Total

2,727,548
783,465

217,643

(493.488)
3,235,168

11,939,945
8,704,7

3,235,168

2,535,564
566,603
14,430

(389.049)
2,727.548

10,938,837

8,211,289
2,727,548
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(Contimued)

3.

Praperty, plant and equipment (continued)
Impairment

Impairment tests in accordance with IAS 36 “Impairment of Assets”, were carried out on both of
the cash generating units (CGUs) of the Group, i.e., Converged and Mobile.

The Mobile CGU includes security and a portion of enterprise relating to blackberry sales. Overall,
revenues for the Mobile CGU have been increasing.

The Converged CGU contains fixed line services which have declined over the past few years. It
also inclndes IPTV, broadband and enterprise related services.

The impairment test involves a comparison of the carrying value of the Company’s assets or CGU
with the recoverable amount (measured in this instance as value in use), If the former is greater,
the assets ar CGU would be considered impaired. The differential amount would be expensed
immediately as an impairment loss. The net present value of future cash flows was calculated using
the Company’s estimated discount rate which was 14% (2017: 16.2%).

These were derived using the weighted average cost of capital and therein used in the value in use
caleulation, The value in use calculation for the converged services CGU was performed using cash
flow projections covering a five-year period, Revenue growth rates assumed in the calculation are
shown below. The growth rate assumptions were based on histarical revenue trends for each line
of service,

Growth rate assumptions
YR1 YR 2 YR 3 YR 4 YRS

Fixed line revenue (10%) (10%) (10%) (10%) (10%)
Broadband revenue 2% 2% 2% 2% 2%
IPTV revenue (5%) (5%) (5%) (5%) (5%)
Enterprise revenue 6% 6% 6% 6% 6%
Mobile revenue 1% 1% 1% 1% 1%
Security revenue 2% 2% 2% 2% 2%

The pivotal assumptions TSTT used in its testing were:

° The industry growth rate

e Discount rate

° Estimated future inflation rates

o Revenue growth factors

'y Customer net churn rates

The recoverable amount nnder Converged and Mobile CGU’s amounted to $2,921m (2017:
$1,885m), Based on the impairment test performed, no impairment was recorded.
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(Continued)

3.

Property, plant and egquipment (contimued)
Changes in useful Kves

As at March 2018, based on the useful life review performed, changes in depreciation rates under
the Group led to an increase of $10.4m (2017: nil) which affected assets within the leasehold

propetrties and computer equipment categories.

The Group has no idle property, plant and equipment, The total labour costs capitalised for the year
amounted to $59.2m (2017: $17.9m).

Share of cable systems

Share of cable systems refers to the Group’s interest in jointly controlled submarine cable systems
built by a consortium of telecommumication operators.

Finance leases

The carrying value of plant and equipment held under finance leases at 31 March 2018 classified
as technical assets amounted to nil (2017: ni).

Intangible assets

2018 2017
Cost
At 1 April 141,805 141,805
Acquisition of a snbsidiary (Note 24) 16,951 -
At 31 March 8.756 141.805
Accumnlated amortisation
At 1 April 106,559 101,175
Charge for the year 6.522 5384
At 31 March 113.081 106,559
Net carrying amount 45,675 35,246
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(Continned)

4.

S.

Intangible assets (contirmexi)

Indefeasible Right of Use (IRU) acquired throngh business combinations are included in Intangible
assets. The IRU’s are five (5) contracts between fibre cable operators and the Group. These
arrangements has an economic nseful life of 12 to 15 years and are amortised over the economic
useful life.

Defined benefit plan assets

The Group ourrently operates two defined benefit plans, namely the Telco Staff Pension Fund Plan
and the TSTT Pension Plan. The current employees are all contributors to either the Telco Staff
Pension Fund Plan or the TSTT Pension Plan. These plans are governed by the deeds and rules of
the specific plan and the employment laws relevant to the jurisdictions in which they operate. The
level of pension benefits provided under the defined benefit plans depends on the member’s length
of service and salary at retirement age. The defined benefit pension plans require contributions to
be made to separately administered funds. These funds have a separate legal form and are governed
by the Board of Trustees. The Board of Trustees is responsible for the administration of the plan
assets and for the definition of the investment strategy.

Other than the historic purchases of immediate annuity policies for some of the TELCO Plan’s
longer standing pensioners, there are no asset-liability matching strategies used by the Plans.

The Board of Trustees periodically reviews the level of funding in the pension plan, Such a review
includes the asset-liability matching strategy and investment risk management policy, The pension
plans are exposed to inflation, interest rate risks and changes in the life expectancy for pensioners
in the relevant jurisdictions. As the plan assets include significant investments in quoted equity
shares, the Company is also exposed to equity market rigk,

The TEXTEL Pension Plan has been wound up based on a judgment issued by the High Court on
12 June 2009 and its assets were distributed in accordance with the Settlement Agreement dated 26
January 2009. In particnlar, the closing defined benefit asset as at 31 March 2018 included $17.9m
from the TEXTEL Plan, representing the residual amount that will eventually be paid to the
Company under the Settlement Agreement.

There was a court matter for those employees who moved over from the TSTT plan into the Telco
Staff Pension Plan in 2012, In May 2013, a Consent Order was issued stating that these employees
should be deemed not to have joined the Telco plan. However, the Consent Order does not state
whether this wonld be a permanent or temporary situation. If these employees do not join the Telco
Staff Pension Plan, there will be a reversal of the initial surplus gained from this transfer thus
converting the defined benefit asset to a defined benefit liability. The defined pension asset as at
31 March 2018 was calculated based on the assumption that these employees will eventually be
admitted into the Telco Staff Pension Plan.

The liability for the plans has been caloulated assuming that there is a constructive obligation to
provide benefits based on the TSTT Pension Plan's benefit structure.
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5. Defined benefit plan assets (continued)

Defined benefit plan

Amounts recognised in the statement of 2018 2017

financial position
Present value of defined benefit plan obligation (3,884,000) (3,893,000)
Fair value of defined benefit plan assets 4 00 4,333,300
Net defined benefit plan asset 423,200 —440,300
Amounts recognised in the statement of comprehensive

income
Current service cost 80,700 70,100
Interest costs (24,500) (21,300)
Expense allowance __3.600 ___ 3700
Net benefit cost —59.800 —52,500
Changes in the present value of the defined benefit

plan obligation
At 1 April 3,893,000 3,706,300
Service cost 80,700 70,100
Interest costs 212,800 202,200
Members® contribution 21,400 33,900
Re-measurements
- Experience adjustments (174,500) 46,100
Benefits paid (149.400) (165.600)
At 31 March 3.884.000 3,893,000
Changes in the fair value of the defined benefit plan

assefs
At 1 April 4,333,300 4,063,700
Interest income 237,300 223,500
Expected return on plan asset (221,300) 47,700
Employer contributions 89,500 133,800
Members® contributions 21,400 33,900
Expenses allowance (3,600) (3,700)
Benefits paid (149,400) {165.600)
At 31 March 4,307,200 4,333,300
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5. Defined benefit plan assets (continued)

Reconciliation of the opening and cloging statement of
financizl position entries

Opening defined benefit plan asset

Net benefit cost

Re-measurements recognised in other comprehensive
income

Employer contributions

Closing benefit plan asset

The fair value of defined benefit plan assets at the reporting date is analysed as follows:

Locally listed equities
Overseas equities

TT$ bonds

US$ bonds

Cash and cash equivalents
Other (anmity policies)

Total

Defined benefit plan
2018 2017
440,300 357,400
(59,800) {52,500)
(46,800) 1,600
89,500 133,800
423,200 440,300
2018 2017
1,330,300 1,412,900
590,500 563,100
1,399,300 1,459,700
447,300 381,100
530,000 504,500

9,800 12.000
4,307,200 4,333,300

The plan assets do not include any of the Company’s own financial instruments, nor any property

controlled by, or other assets used by the Company.
Summary of principal actuarial assumptions:

Discount rate
Salary increases

Pension increases

Defined benefit plan
2018 2017
%pa % pa
5.50 5.50
4.00 400
1.00 1.00

Assumptions regarding foture mortality are based on published mortality tables. The life
expectancies underlying the value of the defined benefit obligation as at 31 March are as follows:
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5, Defined benefit pian assets (continued)
2018 2017

Life expectancy at age 65 for current pensioner in years
- Male 21.0 21.0
- Female 25.1 25.1
Life expectancy at age 65 for current members age 40 in years
- Male 214 214
- Female 254 254

The weighted average duration of the defined benefit obligation at the end of the reporting period
is 16 years. 99% of the value of the benefits for active members is vested. 29% of the defined
benefit obligation for active members is conditional on firture salary increases.

Semsitivity analysis

The calculation of the defined benefit obligation is sensitive to the assumptions used. The following

table summarises how the defined benefit obligation as at 31 March 2018 would have changed as
a result of a change in the assumptions used.

March 2018 1% p.a. increase 1% p.a. decrease
Discount rate (491,300) 621,000
Future salary increases 191,400 (166,400)
March 2017 1% p.a. increase 1% p.a. decrease
Discount rate (490,100) 619,100
Future salary increases 189,100 (164,400)

An increase of 1 year in the assnmed life expectancies shown above would increase the defined
benefit obligation at 31 March 2018 by $73.1m (2017: $73.5m).

These sensitivities were calonlated by re-calculating the defined benefit obligations using the
revised assumptions.

Estimated expected Company pension plans contributions

The best estimate of expected Company pension plan contributions to be paid for the period 1 April

2018 to 31 March 2019 amounis to approximately $91.6m (1 April 2017 to 31 March 2018:
$92.7m).
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5. Defined benefit plan assets (continued)
Estimated expected Company pension plans contributions (continued)

The Plans’ financial funding position is assessed by means of actuarial valuations carried out by an
independent professional actuary. The Company meets the balance of the cost of funding the
defined benefit Pension Plans and the Company must pay contributions at least equal to those paid
by members, which are fixed. The funding requirements are based on regular (at least every 3 years)
actuarial valuations of the Plaus and the assumptions used to determine the funding required may
differ from those set out above. An independent actuarial valuation of this Plan as at 31 March 2015
revealed a deficit of $195.8m in respect of the combined group of companies at the valuation date.
It was recommended that the Company’s contributions be at a rate of 27.7% until the next actuarial

valuation,

6. Taxation 2018

a) Components of the taxation expense

Deferred tax expense 12,289
Green fund levy 7,963
Business levy 15,920
Prior year adjustment (1,415)
Taxation expense 34,757
b) Reconciliation of expected taxation expense to
effective taxation expense
(Loss)/profit before tax 2624
Tax at 30%/25% 787
Green fund levy/business levy 23,883
Non-taxable income (2,061)
Non-deductible expense 3,476
Prior year deferred tax adjustment 4,809
Other (200)
Permanent timing difference 4,063
Change in deferred tax expense as a result of
changes in enacted tax rate -

Taxation expense 34,757

2017
Restated

68,909
8,695
17,386

34,051

26,081

(6,050)
9,441

5,796
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6. Taxation (continued)
2018
) Components of deferred tax assets
Interest payable 1,643
Re-measurement of defined benefit plan 14,040
Unutilised tax losses 220,135
235,818
d) Components of deferred tax liabilities
Unrealised currency loss (1,144)
Defined benefit plan asset (141,002)
Property, plant and equipment (216.531)
(358.677)
e) Deferred tax relating to items recognised
in OCI during the year
Income tax effect of re-measurement loss on
defined benefit plan —14.040

) Tax losses

2017

372
(430)
170,904

170,796

198
(131,612)

(193.890)
(325.304)

—(480)

The Group presently has significant unutilised tax losses of $733.8m (2017 restated:
$569.7m) to be carried forward and offset against future taxable income, Tax losses do not

expire in Trinidad and Tobago.

g Impairment provision

Deferred tax assets on unutilized tax losses of $220.1m have been recognised as at 31
March 2018 (2017 restated: $170.9m). A restated additional tax loss was incurred in March
2017 amounting to $165.1m. Management considered all the evidence that could result in
recognition of the deferred tax assets prior to expiration of the assets. Management
concluded that the likelihood of realisation meets the standards for recognition of the
assets, and in this regard no impairment provision has been established in relation to

deferred income tax assets.
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7. Inventories 2018 2017
Material and supplies 79,219 61,522
Cable 37,179 42,779
Cellular 42,384 36,101
Business systems 12,251 13,350
Goods in transit 6,186 11,040
Broadband 1,550 6,928
Provision for inventory obsolescence (49.376) (44,380)

122393 127340

The write-down of inventories included under “other expenses” in the consolidated statement of
comprehensive income was $4.4m in March 2018, (2017: $6.9m) (see Note 15(c)).

8. Trade and other receivables 2018 2017
Amount due from customers 898,300 594,390
Telecommunications administrators 38,369 35.714
Gross receivables 936,669 630,104
Less: Provision for doubtful debts (210,598) 200,924

726,071 429,180
Cable and Wireless entities
(net of provision for doubtful debts) 646 646
Sundry debtors and prepayments 114,594 107.815

841,311 237,641
Trade receivables are non-interest bearing and are generally on 30-90 day terms.

2018 2017

Movements on the provision for doubtful debts is as follows:
At 1 April 200,924 222,996
Charge for the year (Note 15 (c)) 36,279 15,631
Utilised (26.605) (37,703)
At 31 March 210,598 200,924

The provision for bad and doubtful debts policy was updated in the cnrrent year resulting in a
decrease in the bad debt expense in March 2018 by $45.2m.
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9.

10.

Trade and other receivables (continued)

This was considered a change in estimate and therefore was treated prospectively in the
consolidated financial statements in accordance with IAS 8 ‘Accounting Policies, Changes in
Accounting Estimates and Brrors’.

The ageing analysis is as follows:
Neither past
due nor
impaired Past due but not impaired
<30 31-60 61-90 91-120 >120
Total days days days days days
March 2018 726,071 97,986 44,973 31,641 223,667 106,446 221,358

March 2017 429,180 109,127 73,064 24,555 132,825 60,398 29,211

See Note 18 (c) on credit risk of trade receivables to understand how the Group manages and
measures credit quality of trade receivables that are neither past due nor impaired.

Cash and cash equivalents 2018 2017
Short-term deposits 80,547 481,449
Cash at bank and in hand 103,932 294,956
Restricted cash 6.854 41,233

191,333 817,638

The Group has unsecured bank overdraft facilities up to a maximum of $100m. There were no
overdrawn facilities at the end of the year.

Restricted cash consists of a sinking fund relating to Ansa Merchant Bank Limited loans, escrow
accounts established by TSTT on behalf of the permanent employees within the junior and senior
staff categories, as well as the estate police officers based on collective agreements.

Stated capital 2018 2017

Authorised
1,300,000,000 ordinary shares of no par value

Issued
282,820,361 ordinary shares of no par value 372717 37217
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il.  Borrowings
Interest
rate Maturity
% date 2018 2017
Current interest-bearing
loans and borrowings
Vendor financing Cisco 2.50% Apr 2017-Feb
$US14,260,281 2023 18,187 14,179
Vendor financing Huawei 3.65%-  Dec2017-Jan
$US83,657,463 5.15% 2022 69,805 142,303
TT$270,000,000 loan 3.85% 8 Dec 2017 . 33,750
Massy Finance GFC Limited 835 =
Total current portion 88.827 190.232
Non-current interest-bearing
loans and borrowings
Vendor financing Cisco 2.50% Apr 2017-Feb
$US14,260,281 2023 45,789 41,118
Vendor financing Huawei 3.65%- Dec2017-Oct
$US83,657,463 5.15% 2019 260,753 47,834
TT$1,000,000,000 bond 6.01% 17 Mar 2029 1,000,000 1,000,000
TT$500,000,000 bond 551% 24 Mar 2022 500,000 500,000
Massy Finanoe GFC Limited 227 =
Total non-current portion 1,806,769 1,588.952
Totzl borrowings 1.895.596 1.775.184
Currency denominsation of borrowings: 2018 2017
US dollar 394,534 245,434
TT dollar 1,501,062 1,533.750
1.895,596 L779,184
Interest rate profile:
Fixed rate 1.8095,506 L779,184

Amplia Communications Limited entered into a finance lease arrangement with Massy Finance
GFC Limited, for the purchase of motor vehicles.

The loan in the amount of $4.2m is used to finance the vehicles and are being held as security and
bears interest at 4.90% reducing balance and one at 5.5% reducing balance.

These leases will come to an end during the years ending 2018 and 2019,
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12.  Trade and other payables

Trade payables

Telecom administrators

Cable and Wireless entities (Note 16 (a))
Accrual - other

Other payables

13. Deferred revenues
Mobile

Mobile deferred revenme movement:

At 1 April

Additions during the year

Released to statement of comprehensive
income during the year

At 31 March

2018

326,960
15,966
9,715
161,449
~32.877

246,967

64,974
8316

73.290

74,772
527,194

(536.992)
—64.974

2017
40,085
7,074
12,511

314,084
19,161

74,772
8.837

—83.609
97,403
545,085

(567.716)
—14.772

Mobile deferred revenue represents prepaid airtime that has been sold to third parties but remains
nnused as at 31 March and unused base plan minutes of post-paid subscribers (up to 2 times of the

base plan minutes for corporate and non-corporate customers on legacy plans only),

14. Cost of sales

Equipment usage
Out payments
Commissions

15. Operating expenses
a) Personnel costs

Salaries and related costs

Post-employment benefits
‘Workmen compensation

2018

122,481
237,838
—87.106

447425

598,502
106,923
24

105,449

2017
Restated

238,456
220,934
140,562

222,952

707,140
11,008
383
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15.

Operating expenses (continued)

b)

Re-organisation costs

TSTT commenced a phased restructuring programme during the 2014 fiscal period,
involving the offer of Voluntary Separation Plans (VSP) or Voluntary Enhanced Early
Retirement Package (VEERP) to all levels of staff within the Company.

Management has revisited and revised the financial provision originally recorded in light
of a number of significant events in both the competitive and regulatory landscapes which
have ocourred in the previous financial year, and continue to change in the present period.
For the year ended 31 March 2017, a revised provision resnlted in reorganisation cost
amounting to $11.6m which reflects management’s revised position. This was considered
a change in estimate and therefore was treated prospectively in the consolidated financial
statements in accordance with IAS 8 ‘Accounting Policies, Changes in Accounting
Estimates and Errors’, The current year ended 31 March 2018 included a charge of $1.1m.
It is not expected that there wonld be any impact of management’s revised position on
future periods.

As at 31 March 2018, the restructuring provisions amounted to $1.7m (2017: $3.1m) and
is included as part of employee benefits. (Note 17)

Other expenses 2018 2017
Restated

Contract services 180,382 171,449
Rentals 79,733 71,688
Advertising 48,184 95,316
Bad debt charges (Note 8) 36,279 15,631
License fees 32,613 45,527
Miscellaneous 30,421 35,620
Utility expenses 25,065 24,263
Insurance 14,757 15,920
Supplies and related expenses 12,999 19,866
Foreign exchange loss/(gain ) 12,786 40,155
Stationery 4,655 6,102
Stock wnte-oﬁ'7pmvision for obsolescence (Note 7) 4,355 6,970
Janitorial service 3,564 6,902
Directors’ remuneration 1,699 1,657
Training and foreign travel (861) 17,660
Rates and taxes (8,512) 10.098

478119 = J84.84
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15.

16.

Operating expenses (continned)
€) Other expenses (continued)
There was no write off of work in progress in the current year.

As of 1 January 2016, the Government of Trinidad and Tobago re-enacted the Land and
Bhuilding Taxes. As a result of this, the Company created a provision for Land and Building
Taxes for the period 1 January 2016 to 31 March 2017 amounting to $9.3m. The cnrrent
year provision at March 2018 is nil.

d) Finance costs 2018 2017
Interest on overdrafis and other finance costs 2,961 1,328
Interest on borrowings 100,082 53,044

103.043 24372
Related party disclosures

Transactions with related parties are conducted at terms equivalent to those that prevail in arm’s
length transactions. Qutstanding balances at year end are umsecured, interest free and settlement
occurs in cagh, There have been no guarantees provided or received for any related party receivables
or payables. Outstanding balances are provided for in accordance with the Group’s policy.

a) Cable and Wireless entities
Purchases Amomnts Amounts

Sales to from duefrom due to
related related related related
parties parties parties parties
March 2018
Technical and professional fees - 12,938 9,515
Traffic settlement 257 2,652 646 200
Total 257 15.590 846 2715
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16.  Related party disclosures (continued)

a)

b)

Cable and Wireless entities (continued)

Purchases Amounts Amounts
Sales to from duefrom due to
related related related  related
parties partiecs  parties  parties

March 2017

Technical and professional fees - 15,267 - 4,516
Traffic settlement 131 3414 1,672 4,142
Total 131 18681 L6712  R658

Government — related entities

The National Enterprises Limited (NEL), the majority shareholder of the Gronp, is owned
by the Government of the Republic of Trinidad and Tobago. As such, NEL and its related
subsidiaries are related to other government-owned entities, The Group has entered into a
contract with the Ministry of National Security for the provision of video surveillance
services at their respective business locations. The revenue earned from the Ministry of
National Security for the current year amounts to $229.5m (2017: $229.5m). There were
10 service provision contracts with WASA for the current year.

The Group provides fixed, mobile and broadband telecommmmications products and
services to various agencies of the Government.

The Group also purchases water and electricity from other Government agencies through
the regular course of their business.

Compensation of key management personnel

The remuneration of directors and other members of key management recognised as an
expense during the year are as follows:

2018 2017

Short-term benefits 4,954 7,615
Voluntary separation plan - 3,431
Post-employment pension and medical benefits 490 427

3444 11473

55



TELECOMMUNICATIONS SERVICES OF TRINIDAD AND TOBAGO LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

(Expressed in thousands of Trinidad and Tobago Dollars)
(Continmed)

17.

18.

Employee benefits

Employee benefits are comprised mainly of earned vacation leave, back pay, short-term incentive
plans and restructuring provigions (Note 15b). The table below reflects the movement in these

2018 2017
At 1 April 240,840 272,500
Additional provision during the year 638,633 838,767
Amounts paid (633,356) (834,733)
Unused amounts reversed __ 35.694
At 31 March 246,116 240,840

Financial risk management objectives and policies

Financial instruments carried on the consolidated statement of financial position include cash and
short-term investments, trade and other receivables, trade and other payables and borrowings. The
Group’s activities expose it to a variety of financial risks: market risk (including currency and
interest rate risk), credit risk and liquidity risk. The Group’s overall risk management program
focuses on the unpredictability of financial markets and seeks to minimise potential adverse effects
of such risks on the Group’s financial performance. The Group does not use derivative financial
instruments. A central treasury department is responsible for risk management.

Transactions in financial instruments have resulted in the Group assuming the financial risks
described below:

a) Foreign exchange risk

The Group trades with foreign companies and is exposed to foreign exchange risk arising
primarily with respeet to the United States (US) dollar and the United Kingdom (UK)
pound. Foreign exchange risk is the risk that the fair value or future cash flows of a financial
instrument will fluctnate because of a change in foreign exchange rate. The Treasury
department is responsible for managing the net position in each foreign currency.

The following table demonstrates the semsitivity to possible changes in the US dollar and
the UK pound exchange rates, with all other variables held constant, on the Group’s profit
before tax, The Group’s exposure to foreign currency changes for all other currencies is
not material.
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18,  XNinancial risk management objectives and policies (continued)

2)

Foreign exchange risk (continued)
Currency
March 2018 US$
USS$
March 2017 Us$
US$

Change in
exchange rate

+3%
-3%

+3%
-3%

Effect on profit
before tax
$°000

9,996
(9,996)

2,851
2,851)

The following table shows the Group’s financial assets and liabilities in various cnrrencies:

At 31 March 2018

Financial assets
Cash and cash equivalents
Trade and other receivables

Total borrowings
Trade and other payables

At 31 March 2017

Financial assets
Cash and cash equivalents
Trade and other receivables

Financial liabilities
Total borrowings
Trade and other payables

TTS

91,924
826,350

1,501,062
492,834

595,717
522,355

1,533,750
161,527

USsS

99,409
14,961

394,534
53,060

221,921
15,286

245,434
230,036

UK2 Total

191,333
- 841,311

- 1,895,596
1,073 546,967

- 817,638
- 537,641

- 1,779,184
1,352 392,915
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18.

Financial risk management objectives and policies (contimued)
Interest rate risk
Interest rate risk is the risk that the fair value or future cash flows of a financial instrument

will fluctnate because of changes in market interest rates, In the current financial year, the
Group managed its exposure to interest rate risk by engaging solely in fixed rate loans.

b)

€)

Credit risk

Credit risk is the rigk that a connterparty will not meet its obligation under a financial
instrument, leading to a financial loss. The Group is exposed to credit risks from its cash
and short-term investments with banks and financial institations and trade and other
receivables,

®

Cash and cash equivalents

The Group manages its exposure in cash and short-term investments by investing
in institutions with a satisfactory Caribbean Information and Credit Rating
Services (CariCRIS) rating.

Trade and other receivables

Customer credit risk is managed by each business unit subject to the Group’s
established policy, procedures and controls relating to customer credit risk
management. Credit limits are established for all customers based on internal
rating criteria, Credit quality of the customer is assessed based on an extensive
credit rating scorecard. Outstanding customer receivables are regularly monitored
by the Company’s Credit Management Department. The Group’s receivables are
grouped into homogenous groups and assessed for impairment collectively. The
calcnlation is based on actually established provision policies. Additionally,
specific provisions are made for outstanding receivables from major customers
who have been assessed as impaired. The Group does not hold collateral as
security.

The maximum exposure to credit risk as at 31 March 2018 is the carrying value of
cash and cash equivalents (Nole 9) and trade and other receivables (Note 8).
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18. Financial risk management chjectives and policies (continued)

d)

€)

Liquidity risk

Prudent liguidity risk management implies maintaining sufficient cash and short-term
investments, the availability of funding throngh an adequate amount of committed credit
facilities and the ability to close out market positions. Due to the dynamic nature of the
underlying operations, the Group aims to maintain flexibility in funding by keeping
committed credit lines available. Trade and other payables are short-term in nature and are

The table below summarises the maturity profile of the Group’s borrowings based on
contractual undiscounted payments.

Less than Between  More than

lyear 1andS5 years 5 years Total
Year ended 31 March 2018
Borrowings 193,723 1,488,596 717,384 2,399,703
Trade and other payables 546,967 - - 546,967
Employee benefits 246,116 - - 246,116
Year ended 31 Maxch 2017
Borrowings 285,338 1,199,870 857,964 2,343,172
Trade and other payables 392,915 - - 392,915
Employee benefits 240,840 . - 240,840

Fair value

The carrying amounts of the Group’s cash and cash equivalents, trade and other receivables
and trade and other payables approximate to their fair values because of the short-term
maturities of these instruments.

The fair values of the fixed rate long-term loans are based on estimated future cash flows

Carrying amounts Fair valnes
2018 2017 2018 2017

Borrowings 1,895,596 177,184 1,980,489 1,834,440
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19.

Financial commitments

a)

b)

Capital expenditure commitments

At 31 March 2018, the Group has commitments of $124.9m (2017: $150.2m) for the
acquisition of property, plant and equipment incidental to the ordinary course of business,

The Group hag contractual obligations to Huawei International PTE Limited and Huawei
Technologies (T&T) Limited of $29.4m (2017: $16.4m) for hardware and sofiware
services relating to the expansion of the GSM 4G mobile network, as well as the
development of the TD-LTE network for the enhancement of broadband services.
Additional capital commitments of $2.8m, was mainly attributable to Power & Tel of $1m,
TVC Communications of $0.6m and Accendo of $0.5m,

Operating lease commitments

The Group has entered into a nmmber of commercial leases on certain motor vehicles and
properties, with an average life of between three and ten years. The operating lease expense
was $48m and $17m for the years ended 31 March 2018 and 31 March 2017 respectively.
These amounts comprise of operating lease commitments and ad hoc rentals.

Future minimum rentals payable under operating leases as at 31 March are as follows:

2018 2017
Within one year 48,046 15,674
After one year but not more than five years 104,785 38,095
More than five years 18,873 24,050

Total 171,704 77,819
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20.

21.

Long term prepayment

The Group has entered into prepaid, long-term capacity service contracts with international
telecommunication administrators. The advance payments have been recognised as long-term
prepayments and are being amortised over the 15-year term. The current portion of $13.4m (2017:
$12.1m) is included in sundry debtors and prepayments, which form part of trade and other

receivables (sec Note 8),
The minimum amounts to be released in the future are as follows:

2018 2017
Within one year 13,359 12,143
Afier one year but not more than five years 53,437 43,835
More than five years 70318 _75.638
Non-current 123.755 119473
Total 137.114 131,616
Contingent liabilities

8)

b)

In the normal course of business, the Group is the defendant in certain litigation matters,
claims and other legal proceedings. Provisions havc been cstablished for such matters
where it is probable that an outflow of resources will be required to settle the obligation
and a reliable estimate of the obligation can be made.

The Group remains contingently liable in respect of other litigation matters which are
considered possible but not probable and thus no provision is made in these financial
statements. These are considered contingent liabilities and amounts to $48.0 million as at
year end (2017; $18.3 million).

The Group is currently in dispute with a government related entity regarding the rates for
the new contractual period.

The Group provides a guaranteed loan facility to its employees through Republic Bank
Limited, This facility is used by employees for the purchase of vehicles and computers, as
well as for general-purpose vacation, Once a loan is disbursed for any of the
aforementioned purposes, the Group is obligated to repay the bank in full, regardless of
whether the employee defamlts or not. For vehicles, a mortgage bill of sale is exeonted, thus
mitigating this contingent liability; however both computer loans and vacation loans are
un-encumbered. The balance on this facility as at 31 March 2018 was approximately
$43.1m (2017: $39.1m).
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22.

23.

Dividends paid and proposed

Dividends relative to March 2017 amounted to approximately $23m (0.08 cents per share) were
declared and paid during the year. No dividends were declared in March 2016.

Capital disclosures
The Group’s objectives when managing capital are:

° To safeguard the Group’s ability to continue as a going concern, so that it can contimue to
pmviderehmforshmholdersandbeneﬂtsforothmstaknholdm;md

o To provide an adequate return to sharcholders by pricing products and services
commensurately with the level of risk.

TheGmwseumeamoumOfcapimlmpropmﬁmmﬁskTheGmpmmagesthempﬁdmm
and makes adjustments to it in light of changes in economic conditions and the risk characteristios
ofthelmdeﬂyingassets.Inordsrtomaintainoradjustthecapitalshmﬂne,theGroupmayadjust
the amount of dividends paid to shareholders, return capital to shareholders, issne new shares, or
sell assets to reduce debt.

Consistent with others in the industry, the Group monitors capital on the basis of the after-tax return
on capital employeilhismﬁoiscalou]mdunetmmmeaﬁermxdividedbycapﬁalmnployei
Capital employed is calculated as non-current liabilities and shareholders’ equity (as shown on the
consolidated statement of financial position).

The Group's short-term objectives for the financial year 2017/2018 were to consolidate its
operations and maintain its profit-making position. The Group, by its nature, is experiencing
exponenﬁalnhmgesmitswchnologyin&asuuctmemdisahoopmaﬁngmacompeﬁﬁw
marketplace. As such, the Group considers itself a growth company and requires ‘patient capital’
gharcholders that are willing to sacrifice short-ferm maximization of refurns in exchange for
medium to long term capital growth.

The after-tax return on capital employed and the return on shareholders® equity ratios at 31 March
are as follows, respectively:

2018 2017
Profit/(loss) after tax 8,462 41216
Shareholders’ equity 2,114,448 2,161,781
Capital employed 4,279,894 4,076,037
Return on shareholders® equity 0.40% 1.91%

After-tax return on capital employed 0.19% 1.01%
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24,

y

Acquisition of Amplia Communications Limited

0n1Angust2017,TSTTaoquﬁedMassyCommunioaﬁmsljmited,mnamedAnmﬁa
Communications Limited for $215m. Transaction costs amounting to $5.7m were recognised in the
wmoﬁdatedsﬁﬁmanofoompmhmsiwmmemderopmaﬁngmmses.mmdﬁmhu
‘been accounted for using the acquisition method. The consolidated financial statements include the
results of Amplia as at acquisition date.

The fair values of identified assets and liabilities of Amplia as at acquisition date were:

Provisional
Fair value on
1 August 2017
Assets:
Property, plant and equipment 217,643
Intangibles 16,951
Trade debtors 11,681
Cash 1,227
Other assets 37,002
Liabilities:
Trade creditors 20,579
Other creditors and accruals 6,524
Other liabilities 1,806
Total identifiable net assets at fair valne 255,595
Negative goodwill (40,595)
Purchase consideration
215.000
Analysis of cash flows 2018
Net cash acquired (included in cash flows from investing activities) 1,227
Consideration transferred 215,000
Net cash outflow
213.773

The fair value of net assets is provisional and is subject to adjustment, with a corresponding impact
to negative goodwill, up to Angust 2019 (one year after the transaction).

Tf the acquisition of Amplia had taken place at the beginning of the year, revenue from continuing
operationswouldhavebeen$51.6mandlossﬁ'omcontimﬁngopemtionswouldhnvebeen$38.0m.

Events after the reporting period
There were no material events after the statement of financial position date of 31 March 2018,
wmmmqﬁmdmmdisdommthewmoﬁdmdﬁmcmmdmemasm
27 June 2018.
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