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AT&T ISTEL

AT&T ISTEL
Registered No. 03531467

STRATEGIC REPORT
for the year ended 31 December 2017

The directors submit their Strategic report for the year ended 31 December 2017.

Principal activities

The principal activity of AT&T ISTEL (“the Company’’) during the year was the provision of communication services
to third party customers and the provision of accounting and administrative support to companies within the AT&T
Inc. group.

Review of the business
The Profit and Loss account for the year is set out on page 9.

The Company provides network telecommunication services and support functions to companies within the AT&T
Inc. group. No significant changes are expected to the operations in the near future.

Turnover, which under the AT&T Global Intercompany Trading Agreement “AGITA” and separate Service
Agreement is based on support for telecommunications and related support functions respectively provided to the
group, decreased from £63,768,000 to £57,493,000.

The average number of persons employed by the Company during the year was 362 (2016: 396).
Future outlook

In June 2018, AT&T Inc. entered into an agreement to sell 31 of its data centers to Brookfield Infrastructure Partners
for $1.1 bn. AT&T expects the transaction to close within six to eight months of the announcement, subject to
customary closing conditions. The impact on AT&T Istel is still being evaluated.

No other significant events have occurred after the balance sheet date affecting the Company’s financial position as
at the balance sheet date. Trading in 2018 is expected to remain consistent with the year ended 31 December 2017.

Principal risks and uncertainties
Business risks

The telecommunication industry is dependent on the general economic environment of the country and the
international markets it operates in. The operation of the AGITA and Service Agreement limits the risks faced by the
Company, however any potential decline in the commercial activities of the group would have an indirect adverse
influence on the Company.

Financial risks

The Company continues to operate under the AGITA and Service Agreement for its international operations. Under
this model the Company provides network, sales and marketing and general administrative support to its intermediate
parent company AT&T Corp. As a result the Company bears limited risk in relation to its local business. The
agreements include a 3-month termination period, however, the Directors do not have any intention to terminate these
agreements within the next year from the date of these financial statements and to the best of their knowledge, are
not aware of any intention to terminate the agreements from the side of the intermediate parent company.




AT&T ISTEL

STRATEGIC REPORT
for the year ended 31 December 2017 (continued)

Key performance indicators (“KPI”)

AT&T Inc. is the ultimate parent and controlling company. The AT&T Inc. group provides managerial coordination,
direction and support to AT&T ISTEL and manages the group on a functional basis. For this reason the directors
believe that analysis using KPI’s is not appropriate for an understanding of the development, performance or position

of the business. Details of the business services division of the group, which includes the company, are discussed in
the AT&T Inc. group’s annual report and does not form part of this report.

Results and dividends

AT&T ISTEL’s profit for the financial year is £2,174,000 (2016: £1,405,000). The directors do not recommend the
payment of a dividend (2016: £nil) and the profit will be transferred to reserves.

AT&T ISTEL’s net current assets for the financial year are £56,965,000 (2016: £53,289,000), with a cash balance of
£42,089,000 (2016: £38,160,000).

On behalf of the board 24 September 2018
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DIRECTORS’ REPORT
for the year ended 31 December 2017

The directors submit their annual report and the audited financial statements of the Company for the year ended 31
December 2017.

Directors

The details of the directors who served during the year and up to the date of signing of the financial statements are
as follows: '

e Michael Springham
e lan Crowther
e Pascale Frossard

Directors’ indemnities

During the financial year and at the date of approval of the financial statements, the directors of the Company were
indemnified by a group insurance policy with respect to Directors’ and Officers’ liability held by the ultimate parent
company AT&T Inc.

Statement of directors responsibilities in respect of the financial statements

The directors are responsible for preparing the Annual Report and the financial statements in accordance with
applicable law and regulation.

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have prepared the financial statements in accordance with United Kingdom Generally Accepted Accounting
Practice (United Kingdom Accounting Standards, comprising FRS 102 “The Financial Reporting Standard applicable
in the UK and Republic of Ireland”, and applicable law). Under company law the directors must not approve the
financial statements unless they are satisfied that they give a true and fair view of the state of affairs of the company
and of the profit or loss of the company for that period. In preparing the financial statements, the directors are required
to:

select suitable accounting policies and then apply them consistently;

state whether applicable United Kingdom Accounting Standards, comprising FRS 102, have been followed,

subject to any material departures disclosed and explained in the financial statements;

make judgements and accounting estimates that are reasonable and prudent; and

prepare the financial statements on the going concern basis unless it is inappropriate to presume that the

company will continue in business.

The directors are also responsible for safeguarding the assets of the company and hence for taking reasonable steps
for the prevention and detection of fraud and other irregularities.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company's transactions and disclose with reasonable accuracy at any time the financial position of the company and
enable them to ensure that the financial statements comply with the Companies Act 2006.

Directors’ confirmations

In the case of each director in office at the date the Directors’ Report is approved:
e 5o far as the director is aware, there is no relevant audit information of which the company’s auditors are
unaware; and
e they have taken all the steps that they ought to have taken as a director in order to make themselves aware
_ of any relevant audit information and to establish that the company’s auditors are aware of that information.




AT&T ISTEL

DIRECTORS’ REPORT
for the year ended 31 December 2017 (continued)

Employee consultation and communications

Consultation with employees or their representatives has continued at all levels, with the aim of ensuring that their
views are taken into account when decisions are made that are likely to affect their interests and that all employees
are aware of the financial and economic performance of their business units and of the Company as a whole.
Communication with all employees continues through regular briefing of employees at all levels, publication of in-
house information bulletins, holding of site-based communication meetings and formal arrangements with recognised
trade unions.

Disabled persons

The Company has a policy of giving every consideration to applications for employment from disabled persons where
the requirements of the job may be adequately covered by those persons. With regard to existing employees who are
or have become disabled, the Company has continued to examine ways and means of providing continuing
employment under normal terms and conditions and to provide training and career development wherever possible.
Modern Slavery Act

For the financial year, AT&T has continued to comply with, and has legally obligated its suppliers to comply with,
the policies set forth at:

http://www.about.att.com/content/dam/csr/FAQpdfs/Human_Rights Communications_Policy.pdf

Future developments

In June 2018, AT&T Inc. entered into an agreement to sell 31 of its data centers to Brookfield Infrastructure Partners
for $1.1 bn. AT&T expects the transaction to close within six to eight months of the announcement, subject to
customary closing conditions. The impact on AT&T Istel is still being evaluated.

There are no other significant future developments for the Company which are not currently disclosed.

Dividends

The directors do not recommend the payment of a dividend (2016: £nil) and the profit will be transferred to reserves.

Political donations
In 2017 the Company made a donation of £10,730 to the Liberal Democrats (2016: £10,387).

Financial risk management

The financial risks of the Company have been disclosed in the Strategic Report.

Going Concern

The Company’s business activities, together with the factors likely to affect its future development, its financial
position, financial and business risks are described in the Strategic report. The Company has assessed its financial
resources together with its customer and supplier base. The directors believe that the Company is well placed to
manage its business risks successfully. Accordingly they continue to adopt the going concern basis in preparing the
annual report and financial statements.

On behalf of the board 24 September 2018
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| Independent audltors report to the members ofAT&T
ISTEL

Report on the audlt of the financial statements

Oplmon' o A . y
In our opinion, AT&T Istel’s financial statements: '

e give a true and fair view of the state of the company s affairs as at 31 December 2017 and of its proﬁt for the
" year then ended; :

e have been properly prepared in accordance with United ngdom Generally Accepted Accountlng Practice
(United Kingdom Accounting Standards, comprising FRS 102 “The Financial Reporting Standard applicable
in the UK and Republic of Ireland” and applicable law); and

. - have been prepared in accordance, with the requirements of the Companies Act 2006.

We have audited the financial statements, included within the Annual Report and Financial Statements (the “Annual
Report”), which comprise: the Statement of Financial Position as at 31 December 2017; the Profit and Loss Account and
Statement of Comprehensive Income and the Statemient of Changes in Equity for the year then ended and the notes to the
ﬁnanc1al statements, which include a description of the significant accounting pohcres

Basis for opmlon

We conducted our audit in accordance wrth International Standards on Audltmg (UK) (“ISAs (UK)”) and applicable law
Our responsibilities under ISAs (UK) are further described in the Auditors’ responsibilities for the audit of the financial
statements section of our report We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

I ndependence

. We remained 1ndependent of the company in accordance with the ethical requirements that are relevant to our aud1t of the
financial statements in the UK, which includes the FRC’s Ethical Standard, and we have fulfilled our other ethical
. responsibilities in accordance with these requirements.

Conclus1ons relatmg to going concern

We have nothing to report in respect of the followmg matters 1n relation to which ISAs (UK) requ1re us to report to you
when : .

o the directors’ use of the’ gomg concern basis of accounting in the preparation of the ﬁnanc1al statements is
not approprlate or

o the directors have not disclosed in the financial statements any identified material uncertainties that may '
cast significant doubt about the company’s ability to continue to adopt the going concern basis of accounting
for a period of at least twelve months from the date when the financial statements are authorised for issue.

A However, because notall future events or. conditions can be predicted, this statement isnota guarantee as to the.
company’s ability to contmue as a-going concern.

Reporting on other information

The other 1nformation comprises all of the information in the Annual Report other than the ﬂnanc1al statements and our
auditors’ report thereon. The directors are responsible for the other information. OQur opmion on the financial statements
does not cover the other information and, accordingly, we do not express an audit opinion or, except to the extent
othermse explicitly stated in this report, any form of assurance thereon.

In connection with our audit of the financial statements, our responsibility is to read the other 1nformatlon and, in doing
so, consider whether the other information is materially inconsistent with the financial statements or our knowledge
obtained in the audit, or otherwise appears to be materially misstated. If we identify an apparent. material inconsistency or

material misstatement, we are required to perform procedures to conclude whether there is a matérial misstatement of the . ..~

financial statements or a material misstatement of the other information. If, based on the work we have performed, we
conclude that there is a material misstatement of this other information, we are required to report that fact. We have
- nothing to report based on these responsibilities.

“With respect to the Strategic Report and Directors’ Report we also considered whether the dlsclosures requlred by the UK
.Compames Act 2006 have been included. )

also to report certaln opinions ‘and matters as described below.
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Strategic Report and Directors’ Report

. In our opinion, based on the work undertaken in the course of the audit, the information given in the Strateglc Report and
_Directors’ Report for the year ended 3t December.2017 is con51stent with the financial statements and has been prepared
in accordance with apphcable legal requirements.

".In hght of the know]edge and understandmg of the company and its environment obtained in the course of the audlt we
did not identify any material mlsstatements in the Strategic Report and Directors’ Report.

'Responsibilities for the financial statements and the audit’ o
Responsibilin"es of the directors for the financial statements-

_As explained more fully in the Statement of the Directors’ Responsibilities set ont on page 5, the directors are responeible
tor the preparation of the financial statements in accordance with the applicable framework and for being satisfied that .
they give a true and fair view. The directors are also responsible for such internal control as they determine is necessary to -
enable the preparation of ﬁnanc1a1 statements that are free from material misstatement, whether- due to fraud or error.

" In preparmg the financial statements, the directors are respon51ble for assessmg the company s ability to continue as a
going concern, disclosing as applicable, matters related to going concern and using the going concern basis of accounting
unless ‘the drrectors either intend to hquldate the company or to cease operations, or have no realistic: alternatlve but to do
SO - .

Auditors®responsibilities for the audlt of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from mater1a1
misstatement, whether due to fraud or. errof, and to issue an auditors’ report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs (UK) will

- always detect 2 material misstatement when it exists. Misstatements can arise from fraud or error and are considered -
material if, individually or in the aggregate, they could reasonably be expected to mﬂuence the economic dec151ons of users
taken on the basis of these financial statements.

A further descrlptlon of our responsibilities for the audlt of the financial statements is located on the F RC s website at:
'www frc.org.uk/auditorsresponsibilities. This descrlptlon forms part of our auditors’ report

Use of this report

This report including the opinions, has been prepared for and only for the company’s members as a body in accordance

with Chapter 3 of Part 16-of the Companies Act 2006 and for no other purpose. We do not, in giving these opinions, accept

or assume responsibility for any other purpose or to any other person to. whom this report is shown or into whose hands it
* may come save where expressly agreed by our prior consent in writing.

-.’Othe,r .require_d reporting .

Companies Act 2006 exception reporting A
.Under the Companies Act 2006 we are required to report to you if, in our opinion:-

~ o we have not received all the information and explanations we require for our audit; or

. adequate accounting records have not been kept by the- company, or returns adequate for our audlt have not
been received from branches not v151ted by us; or

e certain dlsc]osures of directors’ remuneration specified by law are not made; or

. -the financial statements are not in agreement with the accountmg records and returns.’

‘We haye no exceptlons to repoit arising from this responsibility.

Andrew Lyon: ior Statutory Auditor)

.for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Audltors
Birmingham

24 September 2018
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AT&T ISTEL

PROFIT AND LOSS ACCOUNT
for the year ended 31 December 2017

Turnover

Cost of sales

Operating profit

Interest receivable and similar income
Other finance income

Profit before taxation

Tax on profit

Profit for the financial year

STATEMENT OF COMPREHENSIVE INCOME
for the year ended 31 December 2017

Profit for the financial year
Other comprehensive income:
Re-measurements of net defined benefit obligation:
- Actuarial gain on pension scheme
- Movement on deferred tax relating to pension scheme
Other comprehensive income for the year, net of tax

Total comprehensive income for the year

Note

Note

16
14

The notes on pages 12 to 34 form an integral part of these financial statements.

2017 2016
£000 £000
57,493 63,768
(55,488) (61,569)
2,005 2,199
33 76

838 707
2,876 2,982
(702) (1,577)
2,174 1,405
2017 2016
£000 £000
2,174 1,405
6,620 11,748
(2,317) 4,112)
4,303 7,636
6,477 9,041
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AT&T ISTEL
STATEMENT OF FINANCIAL POSITION
as at 31 December 2017

2017 2016
Note £°000 £000 £000 £°000
Fixed assets '
Intangible assets 11 216 196
Tangible assets 12 " 19,031 21,184
19,247 21,380
Current assets
Debtors: amounts falling due within one year 13 18,308 17,939
Debtors: amounts falling due after more than one 13 7,299 7,745
year
Cash at bank and in hand 42,089 38,160
67,696 63,844
Creditors: amounts falling due within one year 14 (10,731) (10,555)
Net current assets 56,965 53,289
Total assets less current liabilities ' 76,212 74,669
Creditors: amounts falling due after more than 14 (14,001) (11,475)
one year
Provisions for liabilities 15 @as1) (153)
Net assets excluding pension asset 62,060 63,041
Pension asset 16 38,499 31,041
Net assets 100,559 94,082
Capital and Reserves
Called up share capital 17 85,414 85,414
Retained Earnings 15,145 8,668
Total equity 100,559 94,082

The notes on pages 12 to 34 form an integral part of these financial statements.

The financial statements on pages 9 to 34 were approved by the board of directors on 24 September 2018 and were
signed on its behalf by;

Registered number: 03531467

10
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AT&T ISTEL
STATEMENT OF CHANGES IN EQUITY
for the year ended 31 December 2017

Balance as at 1 January 2016

Profit for the financial year

Other comprehensive income for the year
Total comprehensive income for the year

Balance as at 31 December 2016

Balance as at 1 January 2017

Profit for the financial year

Other comprehensive income for the year
Total comprehensive income for the year

Balance as at 31 December 2017

11

Called up share Accumulated  Total equity
capital losses/Retai_ned
earnings

£000 £000 £°000

85,414 (373) 85,041

- 1,405 1,405

- 7,636 7,636

- 9,041 9,041

85,414 8,668 94,082

85,414 8,668 94,082

- 2,174 2,174

- 4303 4,303

- 6,477 6,477

85,414 15,145 100,559
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NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2017
1. General information

The principal activity of AT&T ISTEL was the supply of telecommunication and related services to local and global
customers as well as to business partners on a country and regional basis.

The Company is a private unlimited company incorporated in United Kingdom. The registered office is Highfield
House, Headless Cross Drive, Headless Cross, Redditch, B97 SEQ.

2. Statement of compliance

The individual financial statements of AT&T ISTEL have been prepared in compliance with United Kingdom
Accounting Standards, including Financial Reporting Standard 102, ‘‘The Financial Reporting Standard applicable
in the United Kingdom and the Republic of Ireland’’ (*‘FRS 102°’) and the Companies Act 2006.

3. Summary of significant accounting policies

The principal accounting policies applied in the preparation of these financial statements are set out below. These
policies have been applied consistently during the financial year.

a) Basis of preparation

These financial statements are prepared on a going concern basis, under the historical cost convention as modified
by the revaluation of certain financial assets and liabilities measured at fair value through profit or loss.

The preparation of financial statements in conformity with FRS 102 requires the use of certain critical accounting
estimates. It also requires management to exercise its judgement in the process of applying the company’s accounting
policies. The areas involving a higher degree of judgement or complexity, or areas where assumptions and estimates
are significant to the financial statements are disclosed in note 4.

The financial statements are prepared in sterling which is the functional currency, and rounded to the nearest £°000.

b) Going concern

In considering the going concern basis, the Directors have reviewed the future funding arrangements available from
the AT&T Inc. group, and believe that these arrangements are adequate to enable AT&T ISTEL to meet its liabilities,

including those to the Pension Plans (note 16), as they fall due.

Consequently the directors believe that it is appropriate for these financial statements to be drawn up on a going
concern basis.

¢) Exemptions for qualifying entities under FRS 102
FRS 102 allows a qualifying entity certain disclosure exemptions.
The Company is a wholly owned indirect subsidiary of AT&T Inc., and its cash flows are included in the consolidated
financial statements of AT&T Inc., which are publicly available. Consequently the Company takes advantage of the

exemption from producing a cash flow statement under the terms of Financial Reporting Standard 102.

The Company is also exempt under the terms of Financial Reporting Standard 102 from disclosing related party
transactions with entities that are 100% owned by the AT&T Inc. group or investees of the AT&T Inc. group.

12




AT&T ISTEL

NOTES TO THE FINANCIAL STATEMENTS (continued)
for the year ended 31 December 2017

3. Summary of significant accounting policies (continued)
d) Foreign currency
i.  Functional and presentation currency
The Company’s functional and presentation currency is the pound sterling.

if. Transactions and balances

Foreign currency transactions are translated into the functional currency using the spot exchange rates at the dates of
the transactions.

At each period end foreign currency monetary items are translated using the closing rate. Non-monetary items
measured at historical cost are translated using the exchange rate at the date of the transaction and non-monetary
items measured at fair value are measured using the exchange rate when fair value was determined.

Foreign exchange gains and losses resulting from the settlement of transactions and from the translation at period-
end exchange rates of monetary assets and liabilities denominated in foreign currencies are recognised in the profit
and loss account except when deferred in other comprehensive income as qualifying cash flow hedges.

Foreign exchange gains and losses are presented in the profit and loss account within ‘operating costs’.

e) Turnover and revenue recognition
Turnover represents the income received from other group undertakings in accordance with the AGITA and Service
Agreement. Under these agreements the Company provides network, sales and marketing and general
administrative support to its ultimate parent company. Income is related to these costs and may increase if the
annual growth in third party revenue is substantial. Amounts invoiced to third party customers are accounted for
as due to this group undertaking, under the terms of the aforementioned agreements because the legal debt is owed
to the Company, even though it is not included in revenue as it does not bear the risks and rewards associated with
these invoices.
Revenue is recognised in the accounting period in which the services are rendered, taking into account the extent to
which the given transaction is completed. This extent is assessed based on the actual services provided as a proportion
of the total services agreed.
Turnover is stated net of value added tax and similar sales based taxes.

) Exceptional items
The Company classifies certain one-off charges or credits that have a material impact on the company’s financial
results as ‘exceptional items’. These are disclosed separately to provide further understanding of the financial
performance of the company.

g) Employee benefits

The Company provides a range of benefits to employees, including annual bonus arrangements, paid holiday
arrangements and defined benefit and defined contribution pension plans.

i.  Short term benefits

Short term benefits, including holiday pay and other similar non-monetary benefits, are recognised as an expense in
the period in which the service is received.

13




AT&T ISTEL

NOTES TO THE FINANCIAL STATEMENTS (continued)
for the year ended 31 December 2017

3. Summary of significant accounting policies (continued)
ii.  Defined contribution pension plans

The Company operates a defined contribution plan for its employees. A defined contribution plan is a pension plan
under which the company pays fixed contributions into a separate entity. Once the contributions have been paid the
Company has no further payment obligations. The contributions are recognised as an expense when they are due.
Amounts not paid are shown in accruals in the balance sheet. The assets of the plan are held separately from the
company in independently administered funds.

iil. Defined benefit pension plan

The company operates a defined benefit plan, which is closed to new entrants and future accrual, for certain
employees. A defined benefit plan defines the pension benefit that the employee will receive on retirement, usually
dependent upon several factors including age, length of service and remuneration. A defined benefit plan is a pension
plan that is not a defined contribution plan.

The asset recognised in the balance sheet in respect of the defined benefit plan is the fair value of the plan assets at
the reporting date less the present value of the defined benefit obligation at the end of the reporting date. Under FRS
102, given the nature of the scheme rules, the company has to recognise the pension schemes surplus along with the
associated deferred tax liability.

The defined benefit obligation is calculated using the projected unit credit method. Annually the company engages
independent actuaries to calculate the obligation. The present value is determined by discounting the estimated future
payments using market yields on high quality corporate bonds that are denominated in sterling and that have terms
approximating the estimated period of the future payments (‘discount rate”).

The fair value of plan assets is measured in accordance with the FRS 102 fair value hierarchy and in accordance with
the company’s policy for similarly held assets. This includes the use of appropriate valuation techniques.

Actuarial gains and losses arising from experience adjustments and changes in actuarial assumptions are charged or
credited to other comprehensive income. These amounts together with the return on plan assets, less amounts included
in net interest, are disclosed as ‘Re-measurement of net defined benefit liability’.

The net interest gain is calculated by applying the discount rate to the net balance of the fair value of plan assets and
the defined benefit obligation. This income is recognised in profit or loss as ‘Other financial income’.

iv.  Annual bonus plan
The company operates an annual bonus plan for employees. An expense is recognised in the profit and loss account
when the company has a legal or constructive obligation to make payments under the plan as a result of past events
and a reliable estimate of the obligation can be made.
h) Taxation
Taxation expense for the period comprises current and deferred tax recognised in the reporting period. Tax is
recognised in the profit and loss account, except to the extent that it relates to items recognised in other comprehensive
income or directly in equity. In this case tax is also recognised in other comprehensive income or directly in equity

respectively.

Current or deferred taxation assets and liabilities are not discounted.

14




AT&T ISTEL

NOTES TO THE FINANCIAL STATEMENTS (continued)

for the year ended 31 December 2017

3. Summary of significant accounting policies (continued)
i Current tax

Current tax is the amount of income tax payable in respect of the taxable profit for the year or prior years. Tax is
calculated on the basis of tax rates and laws that have been enacted or substantively enacted by the period end.

Management periodically evaluates positions taken in tax returns with respect to situations in which applicable tax
regulation is subject to interpretation. It establishes provisions where appropriate on the basis of amounts expected
to be paid to the tax authorities.
ii.  Deferred tax

Deferred tax arises from timing differences that are differences between taxable profits and total comprehensive
income as stated in the financial statements. These timing differences arise from the inclusion of income and expenses
in tax assessments in periods different from those in which they are recognised in financial statements.

Deferred tax is recognised on all timing differences at the reporting date except for certain exceptions. Unrelieved
tax losses and other deferred tax assets are only recognised when it is probable that they will be recovered against the

reversal of deferred tax liabilities or other future taxable profits.

Deferred tax is measured using tax rates and laws that have been enacted or substantively enacted by the period end
and that are expected to apply to the reversal of the timing difference.

i) Intangible assets

Computer software is stated at cost less accumulated amortisation and accumulated impairment losses. Software is
amortised over its estimated useful life, of between three and five years, on a straight line basis.

Where factors, such as technological advancement or changes in market price, indicate that residual value or useful
life have changed, the residual value, useful life or amortisation rate are amended prospectively to reflect the new
circumstances.
The assets are reviewed for impairment if the above factors indicate that the carrying amount may be impaired.

J) Tangible assets
Tangible assets are stated at cost (or deemed cost) less accumulated depreciation and accumulated impairment losses.

Cost includes the original purchase price, costs directly attributable to bringing the asset to its working condition for
its intended use, dismantling and restoration costs and borrowing costs capitalised.

i.  Land and buildings

Land and buildings are stated at cost (or deemed cost for land and buildings held at valuation at the date of transition
to FRS 102) less accumulated depreciation and accumulated impairment losses.

ii.  Plant and machinery and computer equipment

Plant and machinery and computer equipment are stated at cost less accumulated depreciation and accumulated
impairment losses.

15




AT&T ISTEL

NOTES TO THE FINANCIAL STATEMENTS (continued)

for the year ended 31 December 2017

3. Summary of significant accounting policies (continued)
iti.  Depreciation and residual values

Depreciation on assets is calculated, using the straight-line method, to allocate the cost to their residual values over
their estimated useful lives, as follows:

Freehold land - no depreciation is charged

Freehold buildings - 44 years

Leasehold land and buildings - shorter of the life of the lease and 44 years
Building improvements - up to 44 years

Plant and machinery - 10 to 15 years

Computer equipment -3to0 12 years

Assets under construction - no depreciation is charged

The expected useful lives of the assets to the business are reassessed periodically in light of experience.

The assets’ residual values and useful lives are reviewed, and adjusted, if appropriate, at the end of each reporting
period. The effect of any change is accounted for prospectively.

iv.  Subsequent additions and major components
Subsequent costs; including major inspections, are included in the assets carrying amount or recognised as a separate
asset, as appropriate, only when it is probable that economic benefits associated with the item will flow to the
company and the cost can be measured reliably.
The carrying amount of any replaced component is derecognised. Major components are treated as a separate asset
where they have significantly different patterns of consumption of economic benefits and are depreciated separately
over its useful life.
Repairs, maintenance and minor inspection costs are expensed as incurred.

v.  Assets in the course of construction

Assets in the course of construction are stated at cost. These assets are not depreciated until they are available for
use.

VI Derecognition
Tangible assets are derecognised on disposal or when no future economic benefits are expected. On disposal, the

difference between the net disposal proceeds and the carrying amount is recognised in profit or loss and included in
‘Operating costs’.
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AT&T ISTEL

NOTES TO THE FINANCIAL STATEMENTS (continued)

for the year ended 31 December 2017

3. Summary of significant accounting policies (continued)
k) Leased assets

At inception the company assesses agreements that transfer the right to use assets. The assessment considers whether
the arrangement is, or contains, a lease based on the substance of the arrangement.

i Finance leased assets

Leases of assets that transfer substantially all the risks and rewards incidental to ownership are classified as finance
leases.

Finance leases are capitalised at commencement of the lease as assets at the fair value of the leased asset or, if lower,
the present value of the minimum lease payments calculated using the interest rate implicit in the lease. Where the
implicit rate cannot be determined the company’s incremental borrowing rate is used. Incremental direct costs,
incurred in negotiating and arranging the lease, are included in the cost of the asset.

Assets are depreciated over the shorter of the lease term and the estimated useful life of the asset. Assets are assessed
for impairment at each reporting date.

The capital element of lease obligations is recorded as a liability on inception of the arrangement. Lease payments
are apportioned between capital repayment and finance charge, using the effective interest rate method, to produce a
constant rate of charge on the balance of the capital repayments outstanding.

il Operating leased assets

Leases that do not transfer all the risks and rewards of ownership are classified as operating leases. Payments under
operating leases are charged to the profit and loss account on a straight-line basis over the period of the lease.

iil. Lease incentives

Incentives received to enter into a finance lease reduce the fair value of the asset and are included in the calculation
of present value of minimum lease payments.

Incentives received to enter into an operating lease are credited to the profit and loss account, to reduce the lease
expense, on a straight-line basis over the period of the lease.
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AT&T ISTEL

NOTES TO THE FINANCIAL STATEMENTS (continued)
for the year ended 31 December 2017

3. Summary of significant accounting policies (continued)
1) Impairment of non-financial assets

At each balance sheet date non-financial assets not carried at fair value are assessed to determine whether there is an
indication that the asset (or asset’s cash generating unit) may be impaired. If there is such an indication the recoverable
amount of the asset (or asset’s cash generating unit) is compared to the carrying amount of the asset (or asset’s cash
generating unit).

The recoverable amount of the asset (or asset’s cash generating unit) is the higher of the fair value less costs to sell
and value in use. Value in use is defined as the present value of the future cash flows before interest and tax obtainable
as a result of the asset’s (or asset’s cash generating unit) continued use. These cash flows are discounted using a pre-
tax discount rate that represents the current market risk-free rate and the risks inherent in the asset.

If the recoverable amount of the asset (or asset’s cash generating unit) is estimated to be lower than the carrying
amount, the carrying amount is reduced to its recoverable amount. An impairment loss is recognised in the profit and
loss account, unless the asset has been revalued when the amount is recognised in other comprehensive income to
the extent of any previously recognised revaluation. Thereafter any excess is recognised in profit or loss.

If an impairment loss is subsequently reversed, the carrying amount of the asset (or asset’s cash generating unit) is
increased to the revised estimate of its recoverable amount, but only to the extent that the revised carrying amount
does not exceed the carrying amount that would have been determined (net of depreciation or amortisation) had no
impairment loss been recognised in prior periods. A reversal of an impairment loss is recognised in the profit and
loss account.

m) Cash and cash equivalents

Cash and cash equivalents includes cash in hand, deposits held at call with banks, other short-term highly liquid
investments with original maturities of three months or less and bank overdrafts. Bank overdrafts are shown within
borrowings in current liabilities.

n) Provisions and contingencies
i Provisions

Provisions are recognised when the company has a present legal or constructive obligation as a result of past events;
it is probable that an outflow of resources will be required to settle the obligation; and the amount of the obligation
can be estimated reliably.

Where there are a number of similar obligations, the likelihood that an outflow will be required in settlement is
determined by considering the class of obligations as a whole. A provision is recognised even if the likelihood of an
outflow with respect to any one item included in the same class of obligations may be small.

In particular:

(i) Restructuring provisions are recognised when the company has a detailed, formal plan for the restructuring
and has raised a valid expectation in those affected by either starting to implement the plan or announcing
its main features to those affected and therefore has a legal or constructive obligation to carry out the
restructuring; and

(ii) Provision is not made for future operating losses.

Provisions are measured at the present value of the expenditures expected to be required to settle the obligation using

a pre-tax rate that reflects current market assessments of the time value of money and the risks specific to the
obligation. The increase in the provision due to passage of time is recognised as a finance cost.
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AT&T ISTEL

NOTES TO THE FINANCIAL STATEMENTS (continued)
for the year ended 31 December 2017

3. Summary of significant accounting policies (continued)
il. Contingencies

Contingent liabilities are not recognised. Contingent liabilities arise as a result of past events when (i) it is not
probable that there will be an outflow of resources or that the amount cannot be reliably measured at the reporting
date or (ii) when the existence will be confirmed by the occurrence or non-occurrence of uncertain future events not
wholly within the company’s control. Contingent liabilities are disclosed in the financial statements unless the
probability of an outflow of resources is remote.

Contingent assets are not recognised. Contingent assets are disclosed in the financial statements when an inflow of
economic benefits is probable.

o) Financial instruments
The company has chosen to adopt the Sections 11 and 12 of FRS 102 in respect of financial instruments.
i.  Financial assets

Basic financial assets, including trade and other receivables, cash and bank balances and investments in commercial
paper, are initially recognised at transaction price, unless the arrangement constitutes a financing transaction, where
the transaction is measured at the present value of the future receipts discounted at a market rate of interest.

Such assets are subsequently carried at amortised cost using the effective interest method.

At the end of each reporting period financial assets measured at amortised cost are assessed for objective evidence
of impairment. If an asset is impaired the impairment loss is the difference between the carrying amount and the
present value of the estimated cash flows discounted at the asset’s original effective interest rate. The impairment
loss is recognised in profit or loss.

if there is decrease in the impairment loss arising from an event occurring after the impairment was recognised the
impairment is reversed. The reversal is such that the current carrying amount does not exceed what the carrying
amount would have been had the impairment not previously been recognised. The impairment reversal is recognised
in profit or loss.

Other financial assets, including investments in equity instruments which are not subsidiaries, associates or joint
ventures, are initially measured at fair value, which is normally the transaction price.

Such assets are subsequently carried at fair value and the changes in fair value are recognised in profit or loss, except
that investments in equity instruments that are not publically traded and whose fair values cannot be measured reliably
are measured at cost less impairment.

Financial assets are derecognised when (a) the contractual rights to the cash flows from the asset expire or are settled,
or (b) substantially all the risks and rewards of the ownership of the asset are transferred to another party or (c) control
of the asset has been transferred to another party who has the practical ability to unilaterally sell the asset to an
unrelated third party without imposing additional restrictions.
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AT&T ISTEL

NOTES TO THE FINANCIAL STATEMENTS (continued)
for the year ended 31 December 2017
3. Summhry of significant accounting policies (continued)

ii.  Financial liabilities
Basic financial liabilities, including trade and other payables, bank loans, loans from fellow group companies and
preference shares that are classified as debt, are initially recognised at transaction price, unless the arrangement
constitutes a financing transaction, where the debt instrument is measured at the present value of the future receipts
discounted at a market rate of interest.
Debt instruments are subsequently carried at amortised cost, using the effective interest rate method.
Fees paid on the establishment of loan facilities are recognised as transaction costs of the loan to the extent that it is
probable that some or all of the facility will be drawn down. In this case, the fee is deferred until the draw-down
occurs. To the extent there is no evidence that it is probable that some or all of the facility will be drawn down, the
fee is capitalised as a pre-payment for liquidity services and amortised over the period of the facility to which it
relates.
Trade payables are obligations to pay for goods or services that have been acquired in the ordinary course of business
from suppliers. Accounts payable are classified as current liabilities if payment is due within one year or less. If not,
they are presented as non-current liabilities. Trade payables are recognised initially at transaction price and
subsequently measured at amortised cost using the effective interest method.
Derivatives, including interest rate swaps and forward foreign exchange contracts, are not basic financial instruments.
Derivatives are initially recognised at fair value on the date a derivative contract is entered into and are subsequently
re-measured at their fair value. Changes in the fair value of derivatives are recognised in profit or loss in finance costs
or income as appropriate.

The company does not currently apply hedge accounting for interest rate and foreign exchange derivatives.

Financial liabilities are derecognised when the liability is extinguished, that is when the contractual obligation is
discharged, cancelled or expires.

iil. Offsetting
Financial assets and liabilities are offset and the net amounts presented in the financial statements when there is a
legally enforceable right to set off the recognised amounts and there is an intention to settle on a net basis or to realise
the asset and settle the liability simultaneously.
p) Share capital

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new ordinary shares or
options are shown in equity as a deduction, net of tax, from the proceeds.

q) Distributions to equity holders
Dividends and other distributions to company’s shareholders are recognised as a liability in the financial statements
in the period in which the dividends and other distributions are approved by the company’s shareholders. These
amounts are recognised in the statement of changes in equity.

r) Related party transactions

The company discloses transactions with related parties which are not wholly owned with the same group. It does
not disclose transactions with members of the same group that are wholly owned.
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AT&T ISTEL

NOTES TO THE FINANCIAL STATEMENTS (continued)
for the year ended 31 December 2017

4. Critical accounting judgements and estimation uncertainty

Estimates and judgements are continually evaluated and are based on historical experience and other factors,
including expectations of future events that are believed to be reasonable under the circumstances.

Critical accounting estimates and assumptions

The company makes estimates and assumptions concerning the future. The resulting accounting estimates will, by
definition, seldom equal the related actual results. The estimates and assumptions that have a significant risk of
causing a material adjustment to the carrying amounts of assets and liabilities within the next financial year are
addressed below.

i Useful economic lives of tangible assets

The annual depreciation charge for tangible assets is sensitive to changes in the estimated useful economic lives and
residual values of the assets. The useful economic lives and residual values are re-assessed annually. They are
amended when necessary to reflect current estimates, based on technological advancement, future investments,
economic utilisation and the physical condition of the assets. See note 12 for the carrying amount of the property
plant and equipment, and note 3(j) for the useful economic lives for each class of assets.

i, Impairment of debtors

The company makes an estimate of the recoverable value of trade and other debtors. When assessing impairment of
trade and other debtors, management considers factors including the current credit rating of the debtor, the ageing
profile of debtors and historical experience. See note 13 for the net carrying amount of the debtors and associated
impairment provision.

iii.  Defined benefit pension scheme

The company has an obligation to pay pension benefits to certain employees. The cost of these benefits and the
present value of the obligation depend on a number of factors, including; life expectancy, salary increases, asset
valuations and the discount rate on corporate bonds. Management estimates these factors in determining the net
pension obligation in the balance sheet. The assumptions reflect historical experience and current trends. See note 16
for the disclosures relating to the defined benefit pension scheme.

iv.  Deferred Tax
Deferred tax is recognised on all temporary differences between the carrying amount of an asset or liability in the
balance sheet and its tax base provided at the rate at which they are expected to reverse. A deferred tax asset is

recognised if it is probable that sufficient future taxable profit will be available against which the asset can be
utilised, and this is based on a forecast of 10 years.
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AT&T ISTEL

NOTES TO THE FINANCIAL STATEMENTS (continued)
for the year ended 31 December 2017

5. Turnover

All tumover originates in the United Kingdom from continuing operations. The analysis of Company turnover by
destination is as follows:

Turnover by destination

2017 2016
£000 £000
USA 31,558 31,690
Europe 25,935 32,078
57,493 63,768

The analysis of turnover by business is as follows
2017 2016
£000 £000
Group support 57,493 63,768

As stated in the accounting policies, amounts billed and accrued in respect of third party customers are not included
in tumover. The aggregate amount involved is £11,330,000 (2016: £12,037,000).

6. Interest receivable and similar income

2017 2016
£°000 £000
Interest from bank deposits 33 76
33 76

7. Other finance income
2017 2016
£000 £000
Expected return on pension scheme assets (note 16) 15,241 17,506
Interest on pension scheme liabilities (note 16) (14,403) (16,799)
838 707
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AT&T ISTEL

NOTES TO THE FINANCIAL STATEMENTS (continued)
for the year ended 31 December 2017

8. Employee information

(a) Staff

The monthly average number of persons employed by the Company (including executive directors) during the year
was:

2017 2016

By activity Number Number
Administration 156 153
Marketing and service delivery 206 243
362 396

2017 2016

£000 £000

Wages and salaries 29,157 32,991
Social security costs - 3,789 3,991
Other pension costs (note 16) 2,767 3,563
35,713 40,545

) Directors’ emoluments

None (2016: none) of the directors received remuneration for their services as director of the Company. Benefits are
accruing to nil directors (2016: nil directors) under the Company’s defined benefit pension scheme and to 2 directors
(2016: 2 directors) under the Company’s defined contribution pension scheme. None (2016: none) of the directors
exercised share options during the year.
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AT&T ISTEL

NOTES TO THE FINANCIAL STATEMENTS (continued)
for the year ended 31 December 2017

9. Profit before taxation

Profit before taxation is stated after charging/(crediting):

2017 2016

£°000 £000

Auditors’ remuneration - audit of AT&T ISTEL 62 62
- audit of other EMEA companies 1,269 1,273

- Total audit fees 1,331 1,335

- Actuarial services 43 283

- Tax services 822 1,278

- Outsourcing services ) 50 34

- Total other fees 915 1,595

Total auditors’ remuneration (a) 2,246 2,930
Amortisation of intangible fixed assets-owned (note 11) 42 153
Depreciation of tangible fixed assets-owned (note 12) ' 2,482 2,765
Operating lease rentals 1,771 1,703
Loss on the sale of fixed assets ’ 6 204
Net residual lease contracts 4 27
Exchange losses 3 225

(a) Under the AGITA and Service Agreement, AT&T ISTEL incurs the auditors’ remuneration for other EMEA
companies and recovers these costs by way of intercompany recharges. Other EMEA costs incurred centrally

by AT&T ISTEL include legal, consultancy and other accountancy costs.

10. Tax on profit

(a) Analysis of charge in the year

2017 2016
£000 £000
Current tax

United Kingdom corporation tax at 19.25% (2016: 20%) - -
Adjustment in respect of prior periods - -
Total current tax - -

Deferred tax in respect of: .
Origination and reversal of timing differences 409 786
Effect of changes in tax rate - 544
Pension tax 293 247
Tax charge 702 1,577
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AT&T ISTEL

NOTES TO THE FINANCIAL STATEMENTS (continued)
for the year ended 31 December 2017

10. Tax on profit (continued)
Tax losses carried forward estimated at £37.6 million at 31 December 2017 (2016: £51.8 million), are available to
offset against future profits of the same trade. HM Revenue and Customs have agreed tax losses to be carried forward
as at 31 December 2015 of £53.1 million.

(b) Factors affecting the tax charge in the year

The current tax assessed for the year is higher (2016: higher) than the standard rate of corporation tax in the UK. The
differences are explained below:

2017 2016
£000 £000
Profit before taxation 2,876 2,982
Profit multiplied by the standard rate of corporation tax in the UK of
19.25% (2016: 20%) 554 596
Effects of:
Expenses not deductible for tax purposes 290 307
Effect of change in tax rate 78 542
Unrecognised deferred tax asset (220) 132
Total tax charge for the year 702 1,577

(¢) Factors that may affect future tax charges
The full rate of corporation tax is due to decrease to 17% from 1 April 2020. The reduction in the rate to 17% from

1 April 2020 was substantively enacted as part of Finance Act 2016 on 6 September 2016. The unrecognised deferred
tax asset at 31 December 2017 has been re-measured accordingly.
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AT&T ISTEL

NOTES TO THE FINANCIAL STATEMENTS (continued)
for the year ended 31 December 2017

11. Intangible assets

Software
£°000
Cost
At 1 January 2017 847
Additions 62
At 31 December 2017 909
Accumulated Amortisation
At 1 January 2017 (651)
Charge for the year 42)
At 31 December 2017 (693)
Net book value
At 31 December 2017 216
At 31 December 2016 196
12. Tangible assets
Land and Plant and Computer Total
Buildings Machinery  Equipment
£000 - £000 £000 £000
Cost
At 1 January 2017 34,743 1,194 15,070 51,007
Additions 215 - 121 336
Disposals - - (244) (244)
At 31 December 2017 34,958 1,194 14,947 51,099
Accumulated Depreciation
At 1 January 2017 (17,745) (978) (11,100) (29,823)
Charge for the year (1,418) (56) (1,008) (2,482)
Disposals - - 237 237
At 31 December 2017 (19,163) (1,034) (11,871) (32,068)
Net book value
At 31 December 2017 15,795 160 3,076 19,031
At 31 December 2016 16,998 216 3,970 21,184
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AT&T ISTEL

NOTES TO THE FINANCIAL STATEMENTS (continued)
for the year ended 31 December 2017

12. Tangible assets (continued)

Depreciation has not been charged on freehold land, which is stated at cost of £2,081,000 (2016: £2,081,000).

The net book value of land and buildings, including improvements, comprises:

2017 2016
£000 £000
Leasehold improvements ) 76 213
Freehold 15,719 16,785
15,795 16,998
13. Debtors
2017 2016
£°000 £000
Amounts falling due within one year
Trade debtors 1,887 2,232
Amounts owed by group undertakings 11,742 11,869
Other debtors 1,286 845
Deferred tax asset 759 722
Prepayments and accrued income 2,634 2,271
18,308 17,939
Amounts falling due after more than one
year
Deferred tax asset 7,299 7,745
7,299 7,745

The deferred tax asset in the financial statements and the amount of the total asset not provided are as follows:

Amount provided Not provided
2017 2016 2017 2016
. £2000 £000 £000 £000
Tax effect of timing differences due to excess of 3,456 1,662 - -
depreciation over capital allowances
Trading tax losses 4,461 6,683 1,928 2,123
Provisions 141 122 - -

8,058 8,467 1,928 2,123
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AT&T ISTEL

NOTES TO THE FINANCIAL STATEMENTS (continued)
for the year ended 31 December 2017
13. Debtors (continued)

The movement in the deferred tax asset is analysed below:

At 1 January

Deferred tax charged to profit and loss account (note 10)
Effect of change in tax rate

At 31 December

14. Creditors

Amounts falling due within one year
Trade creditors

Amounts owed to group undertakings
Taxation and social security

Other creditors

Accruals and deferred income

Amounts falling due after more than one year

Other creditors

Deferred tax liability

Deferred tax liability disclosure

The movement in the deferred tax liability is analysed below:

At 1 January
Deferred pension tax charged to profit and loss account (note 10)
Deferred pension tax charged to other comprehensive income

At 31 December
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2017 2016
£7000 £000
8,467 9,797
(409) (786)
- (544)
8,058 8,467
2017 2016
£2000 £000
1,290 1,591
1,570 1,190
918 959
4,034 4,017
2,919 2,798
10,731 10,555
2017 2016
£2000 £000
527 611
13,474 10,864
14,001 11,475
2017 2016
£2000 £000
10,864 6,505
293 247
2,317 4,112
13,474 10,864




AT&T ISTEL

NOTES TO THE FINANCIAL STATEMENTS (continued)
for the year ended 31 December 2017

15. Provisions for liabilities

Total
£°000
At 1 January 2017 153
Charged/(credited) to profit and loss account @)
Utilised in the year -
At 31 December 2017 151

Provisions relate to lease contracts and are the estimated costs and financial commitments associated with the exiting
of leasehold properties in use by the Company.

16. Pension asset

The Group operates two pension schemes, one defined benefit scheme being the AT&T ISTEL Pension Plan, and
one defined contribution scheme being the AT&T Pension Scheme.

The Company accounts for defined benefit schemes under Financial Reporting Standard 102 — section 28 (FRS 102).
The disclosures below relate to the AT&T ISTEL Pension Plan which is a defined benefit plan. The defined benefit
scheme was closed to new members from 17 April 2001 and was closed to future accrual on 31 January 2010.

The last funding valuation of the Plan was carried out by a qualified actuary as at 31 March 2016 and based on this
valuation no employer deficit contributions are expected to be paid into the Plan for the year starting on 1 January
2017. Employer contributions might be required if there are any benefit augmentations during the year.

The results of the latest funding valuation at 31 March 2016 have been adjusted to the balance sheet date taking
account of experience over the period, changes in market conditions and differences in the financial and demographic
assumptions. The present value of the defined benefit obligation was measured using the Projected Unit Credit
Method.

The latest actuarial valuation which was used for the purposes of 31 December 2017 financial statements, took place
as at 31 March 2016.
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AT&T ISTEL

NOTES TO THE FINANCIAL STATEMENTS (continued)
for the year ended 31 December 2017

16. Pension asset (continued)

The principal assumptions used to calculate the liabilities under FRS102 are set out below:

2017 2016

Y% %

Discount rate 25 2.7
Rate of increase in salaries N/A N/A
Rate of guaranteed increase in pensions accrued prior to April 1997 3.0 3.0
Rate of discretionary increase in pensions accrued prior to April 1997 3.7 3.7
Rate of increase in pensions accrued since April 1997 3.7 37
Inflation assumption (CPI) 24 24
RPI Inflation 35 35

The mortality assumptions are based on standard mortality tables which allow for expected future mortality
improvements. The main demographic assumptions are: ’

2017 2016
Life expectancy for male currently aged 60 277 27.6 years
Life expectancy for female currently aged 60 293 29.2 years
Life expectancy at 60 for male currently aged 40 29.0 28.9 years
Life expectancy at 60 for female currently aged 40 31.0 30.9 years

Cash commutation — for both years, 20% of members are assumed to take the maximum cash sum available at
retirement

The assets in the AT&T ISTEL Pension plan scheme are allocated as below:

Market Market Value

Value as at as at 31

31 December December

2017 2017 2016 2016

% £°000 % £000

Equities 11.9 70,747 17.4 100,631
Hedge Funds 13.0 77,420 12.6 72,653
Property 8.6 51,172 8.7 50,111
Liability Driven Investments 58.3 346,983 53.5 308,521
Diversified Growth Fund 7.5 44,616 7.5 43,506
Cash 0.7 4,177 0.3 1,484
TOTAL 100 595,115 100 576,906

None of the Plan assets are invested in the Company’s financial instruments or in property occupied by, or other
assets used by, the Company.
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AT&T ISTEL

NOTES TO THE FINANCIAL STATEMENTS (continued)
for the year ended 31 December 2017

16. Pension asset (continued)

a) Reconciliation of funded status to balance sheet

2017 2016

£°000 £000

Fair value of assets 595,115 576,906
Present value of funded defined benefit obligations (556,616) (545,865)
Funded status 38,499 31,041
Asset recognised on the balance sheet 38,499 31,041

When determining the asset recognised on the balance sheet, it has been assumed that the Company would be able to
recover the surplus through a refund from the Plan in the future. This reflects the provisions of the plan

documentation.

b) Amounts récognised in income statement

2017 2016

£°000 £000

Operating cost - -
Financing cost:

Interest on net defined benefit asset 838 707

Pension income recognised in profit and loss 838 707

The net charge to the profit and loss account for the AT&T Pension Defined Contribution Scheme was £2,767,000

(2016: £3,563,000) of which £nil was unpaid at 31 December 2017 (2016: £nil).

¢) Amount recognised in other comprehensive income

2017 2016

£000 £000

Asset gains arising during the year 27,964 105,829
Liability losses arising during the year (21,344) (94,081)
Total amount recognised in other comprehensive income 6,620 11,748
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AT&T ISTEL

NOTES TO THE FINANCIAL STATEMENTS (continued)
for the year ended 31 December 2017

16. Pension asset (continued)

d) Changes to the present value of the scheme liabilities during the year

Opening scheme liabilities
Interest cost

Actuarial losses on plan liabilities*
Net benefits paid out

Closing scheme liabilities

2017 2016
£2000 £000
545,865 449,052
14,403 16,799
21,344 94,081
(24,996) (14,067)
556,616 545,865

* - Includes changes to the actuarial assumptions and changes in the surplus deemed to belong to members.

e) Changes to the fair value of plan assets during the year

Opening fair value of plan assets
Interest income on plan assets
Gain on plan assets

Net benefits paid out

Closing fair value of plan assets

) Actual return on plan assets:

Interest income on plan assets
Gain on plan assets

Actual return on plan assets

17. Called up share capital

Authorised
100,000,000 (2016: 100,000,000) ordinary equity shares of £1 each

Allotted and fully paid
85,413,539 (2016: 85,413,539) ordinary equity shares of £1 each
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2017 2016
£000 £000
576,906 467,638
15,241 17,506
27,964 105,829
(24,996) (14,067)
595,115 576,906
2017 2016
£000 £000
15,241 17,506
27,964 105,829
43,205 123,335
2017 2016
£000 £000
100,000 100,000
85,414 85,414




AT&T ISTEL

NOTES TO THE FINANCIAL STATEMENTS (continued)
for the year ended 31 December 2017

18. Financial commitments

a) Lease commitments
The Company leases certain land, buildings and vehicles on short and long term leases. At 31 December 2017, the
total of future minimum lease payments under non-cancellable operating leases for each of the following periods,

which are subject to re-negotiation at intervals specified in the leases and in respect of which the Company pays all
insurance, maintenance and repairs of these properties in the year are as follows:

2017 2016

Payments due: £°000 £°000
Not later than one year 1,205 1,380
Later than one year and not later than five years 1,676 2,332
Later than five years 10 23
2,891 3,735

b) Cash Funding Arrangements

The Company is party to a cross-guarantee in respect of a cash pooling arrangement with certain fellow subsidiaries
of AT&T Corp. Each member of the cash pooling arrangement may become individually overdrawn, as long as the
overall balance across all subsidiaries remains zero or positive. Individual subsidiary overdrafts are therefore
guaranteed by the positive balances of other cash pool members. At 31 December 2017, the Company had a positive
cash balance within the pooling account of £41,455,000 (2016: £37,529,000) which guaranteed the overdrafts of
other subsidiaries up to that amount).

The Company’s bankers have guarantees with third parties totalling £50,000 (2016: £50,000) in respect of the
Company.
¢) Pension Funding Arrangements

As disclosed in note 16 the group operated two defined benefit schemes, the AT&T ISTEL Pension Plan and the
AT&T ISTEL Supplementary Pension Plan, which were merged during 2007.

AT&T Corp. have provided a guarantee to the Pension Plans, to which the Trustees are agreeable, in respect of past
pension liabilities.

19. Related party transactions

The Company recharges the AT&T ISTEL Pension Plan with the cost of investment management expenses borne by
the Company. The total amount recharged in the year ended 31 December 2017 was £760,000 (2016: £370,000), of
which £760,000 (2016: £223,000) is recognised as a current asset at the year end.

The Company recharges Navlink Me Sal (Offshore), a company that is 60% (2016: 38%) owned by AT&T Inc., with

the cost of employees seconded to the company. The total amount recharged in the year ended 31 December 2017
was £118,000 (2016: £132,000), of which £59,000 (2016: £86,000) is recognised in debtors at the year end.
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NOTES TO THE FINANCIAL STATEMENTS (continued)
for the year ended 31 December 2017

20. Ultimate parent undertaking and controlling party

The immediate parent company of AT&T ISTEL at 31 December 2017 was AT&T Communication Services Assets
LLC, which is registered in the United States of America.

The Company’s ultimate parent company and controlling party is AT&T Inc., which is registered in the United States
of America. This is the parent company of the smallest and largest group to consolidate these financial statements.
Copies of that company’s consolidated financial statements are available from the Securities and Exchange
Commission (www.sec.gov) or may be obtained by contacting AT&T Inc.’s investor relations department on the
Web at www.att.com or at the following address: AT&T Inc., 208 S Akard St, Dallas, TX752 02, USA.

21. Events after the end of the reporting period
In June 2018, AT&T Inc. entered into an agreement to sell 31 of its data centers to Brookfield Infrastructure Partners

for $1.1 bn. AT&T expects the transaction to close within six to eight months of the announcement, subject to
customary closing conditions. The impact on AT&T Istel is still being evaluated.
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