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governance

Batelco is committed to principle-based, value-driven

corporate governance. This means going beyond meeting
minimum legal and regulatory requirements for disclosure
and control, to achieving and sustaining leading practices

In corporate governance.

Corporate governance is the system by which the company
is directed and controlled. This system works

interdependently with other business functions to ensure
the achievement of Batelco’s mission, vision, values and

objectives.

Corporate Governance is implemented via the Board of
Directors, Audit Committee, and the Trading Committee.
In 2008 Batelco and Umniah Directors met on 23 occasions.

Batelco believes in transparency. Corporate governance
clearly articulates the purpose and priorities of the firm,
and clearly discloses financial and non-financial performance
in each of these priority areas. All stakeholders should be
enabled to have a common understanding of Batelco’s
strategic direction and results. Batelco believes in integrity.
Batelco’s corporate governance ensures that a high ethical
standard is maintained throughout the firm, board,
management and staff, that information is reliable, and
that stakeholders are treated fairly. Batelco takes seriously
the fiduciary trust placed in it, and its employees, to
safeguard and steward resources belonging to others.
Batelco believes in performance. Corporate governance
is @ means towards an end, ensuring the allocation of

resources to the highest uses, and the achievement of



PRINCIPLE-BASED,
VALUE DRIVEN

strong, sustainable results: adding value to shareholder
returns, customer service, employee satisfaction, and the
well-being of communities. Clear lines of authority and
accountability throughout the Company aim to eliminate
inefficiencies and improve working relationships.

The company believes in going beyond structure to embrace
a culture of continuous learning and innovation. Batelco’s
corporate governance is a journey, rather than a destination,
leading the way and being a living example to companies
and individuals. By striving to set a high standard, stakeholders,
including all employees, will be encouraged to achieve their
full potential.
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independent

KPMG Fakhro
5th Floor, Chamber of Commerce Building,
P.O. Box 710, Manama, Kingdom of Bahrain.

Independent auditors' report to the shareholders 21 January 2009
Bahrain Telecommunications Company BSC
Manama, Kingdom of Bahrain

Report on the consolidated financial statements

We have audited the accompanying consolidated financial statements of Bahrain Telecommunications Company BSC (“the
Company”) and its subsidiaries (together the “Group”), which comprise the consolidated balance sheet as at 31 December
2008, the consolidated income statement, the consolidated statement of changes in equity and the consolidated cash

flow statement for the year then ended, and a summary of significant accounting policies and other explanatory notes.
Included in these consolidated financial statements are the financial statements of subsidiaries of the Company, with net
assets of BD 39,864,000 (2007: BD 34,299,000), and total revenues of BD 103,238,000 (2007: BD 92,919,000) and profit
of BD 12,853,000 (2007: BD 9,885,000) for the year ended 31 December 2008, which have been audited by other auditors
and whose report is unqualified and has been furnished to us. Our conclusion, insofar as it relates to the amounts included in
respect of these subsidiaries, is based solely on the report of the other auditors of the subsidiary companies.

Responsibility of the directors for the financial statements

The Directors of the Company are responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with International Financial Reporting Standards. This responsibility includes: designing,
implementing and maintaining internal control relevant to the preparation and fair presentation of financial statements that
are free from material misstatements, whether due to fraud or error; selecting and applying appropriate accounting policies;
and making accounting estimates that are reasonable in the circumstances.

Auditors’ responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit. We conducted our
audit in accordance with International Standards on Auditing. Those standards require that we comply with relevant ethical
requirements and plan and perform the audit to obtain reasonable assurance whether the financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on our judgment, including the assessment of the risks of material misstatement
of the financial statements, whether due to fraud or error. In making those risk assessments, we consider internal control
relevant to the entity’s preparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. An audit also includes evaluating the appropriateness of accounting principles used and the reasonableness
of accounting estimates made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the consolidated financial position
of the Group as at 31 December 2008, and its consolidated financial performance and its consolidated cash flows for the year
then ended in accordance with International Financial Reporting Standards.

Report on other legal and regulatory requirements

In addition, in our opinion, the Company has maintained proper accounting records and the consolidated financial statements
are in agreement therewith. We have reviewed the accompanying report of the Chairman and confirm that the information
contained therein is consistent with the consolidated financial statements. We are not aware of any violations of the Bahrain
Commercial Companies Law 2001 or the terms of the Company’s memorandum and articles of association having occurred
during the year that might have had a material effect on the business of the Company or on its financial position. Satisfactory
explanations and information have been provided to us by the management in response to all our requests.
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CONSOLIDATED BALANCE SHEET
as at 31 December 2008

BD’'000
ASSETS Note 2008 2007
Non-current assets
Property, plant and equipment 6 211,381 214,636
Goodwill 7 125,317 124,380
Intangible assets 8 30,744 33,758
Investment in associate 9 85,583 62,446
Investments 10 32,397 22,255
Total non-current assets 485,422 457,475
Current assets
Inventories 3,115 4,474
Investments 10 2,666 4,524
Trade and other receivables 11 54,403 49,468
Amounts due from telecommunications operators 12 15,645 4,926
Cash and cash equivalents 153,540 213,657
Total current assets 229,369 277,049
Total assets 714,791 734,524
EQUITY AND LIABILITIES
Equity
Share capital 17 144,000 120,000
Statutory reserve 18 74,208 68,434
General reserve 18 15,000 15,000
Foreign currency translation reserve (884) 558
Fair value reserve on investments 10 288 1,595
Retained earnings 219,653 200,942
Icig::;);:;tnbutable to shareholders of the parent 452,265 406,529
Minority interest 10,648 10,277
Total equity (Page 39) 462,913 416,806
Non-current liabilities
Trade and other payables 13 6,085 10,177
Non-current portion of bank borrowings 15 38,671 113,709
Deferred tax liabilities 16 5,879 6,456
Total non-current liabilities 50,635 130,342
Current liabilities
Trade and other payables 13 104,173 104,533
Amounts due to telecommunications operators 19,424 4,073
Current tax liabilities 2,889 1,350
Current portion of bank borrowings 15 74,757 77,420
Total current liabilities 201,243 187,376
Total liabilities 251,878 317,718
Total equity and liabilities 714,791 734,524

The consolidated financial statements, which consist of pages 36 to 64 were approved by the Board of Directors on
21 January 2009 and signed on its behalf by:

S s

Sh. Hamad bin Abdulla Al Khalifa Sh. Mohamed bin Isa Al Khalifa
Chairman Deputy Chairman

The accompanying notes 1 to 31 form an integral part of these consolidated financial statements.





