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Consolidated financial statements

Consolidated income statements
 
FOR THE PERIOD ENDED JUNE 30 
(IN MILLIONS OF CANADIAN DOLLARS, EXCEPT SHARE AMOUNTS) (UNAUDITED)

THREE MONTHS SIX MONTHS

NOTE 2017 2016 2017 2016

Operating revenues 4 5,699 5,340 11,083 10,610

Operating costs 4, 5 (3,318) (3,072) (6,488) (6,179)

Severance, acquisition and other costs 4, 6 (36) (57) (120) (99)

Depreciation 4 (769) (713) (1,491) (1,452)

Amortization 4 (211) (156) (396) (305)

Finance costs

Interest expense (238) (217) (472) (436)

Interest on post-employment benefit obligations 10 (18) (21) (36) (41)

Other (expense) income 7 (1) 41 16 64

Income taxes (297) (315) (560) (574)

Net earnings 811 830 1,536 1,588

Net earnings attributable to:

Common shareholders 762 778 1,441 1,485

Preferred shareholders 32 35 63 72

Non-controlling interest 17 17 32 31

Net earnings 811 830 1,536 1,588

Net earnings per common share – basic and diluted 8 0.84 0.89 1.62 1.71

Average number of common shares outstanding – basic (millions) 900.1 869.1 888.0 868.1
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Consolidated statements of comprehensive income
 
FOR THE PERIOD ENDED JUNE 30 
(IN MILLIONS OF CANADIAN DOLLARS) (UNAUDITED)

THREE MONTHS SIX MONTHS

2017 2016 2017 2016

Net earnings 811 830 1,536 1,588

Other comprehensive (loss) income, net of income taxes

Items that will be subsequently reclassified to net earnings

Net change in value of available-for-sale (AFS) financial assets, net  
of income taxes of nil for the three months and six months ended  
June 30, 2017 and 2016, respectively – – – 5

Net change in value of derivatives designated as cash flow hedges, net of 
income taxes of $9 million and $1 million for the three months ended 
June 30, 2017 and 2016, respectively, and $12 million and $27 million for 
the six months ended June 30, 2017 and 2016, respectively (30) (7) (39) (79)

Items that will not be reclassified to net earnings

Actuarial losses on post-employment benefit plans, net of income taxes  
of $95 million and $116 million for the three months ended June 30, 2017 
and 2016, respectively, and $214 million and $367 million for the  
six months ended June 30, 2017 and 2016, respectively (1) (256) (307) (579) (979)

Other comprehensive loss (286) (314) (618) (1,053)

Total comprehensive income 525 516 918 535

Total comprehensive income attributable to:

Common shareholders 476 464 823 435

Preferred shareholders 32 35 63 72

Non-controlling interest 17 17 32 28

Total comprehensive income 525 516 918 535

(1)	 The discount rate used to value our post-employment benefit obligations at June 30, 2017 was 3.6% compared to 3.8% at March 31, 2017 and 4.0% at December 31, 2016. The discount rate 
used to value our post-employment benefit obligations at June 30, 2016 was 3.6% compared to 3.9% at March 31, 2016 and 4.2% at December 31, 2015.
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Consolidated statements of financial position
(IN MILLIONS OF CANADIAN DOLLARS) (UNAUDITED) NOTE JUNE 30, 2017 DECEMBER 31, 2016

ASSETS

Current assets

Cash 420 603

Cash equivalents 137 250

Trade and other receivables 2,845 2,979

Inventory 437 403

Prepaid expenses 550 420

Other current assets 121 200

Total current assets 4,510 4,855

Non-current assets

Property, plant and equipment 23,586 22,346

Intangible assets 13,416 11,998

Deferred tax assets 180 89

Investments in associates and joint ventures 883 852

Other non-current assets 634 1,010

Goodwill 3 10,383 8,958

Total non-current assets 49,082 45,253

Total assets 53,592 50,108

LIABILITIES

Current liabilities

Trade payables and other liabilities 4,270 4,326

Interest payable 168 156

Dividends payable 656 617

Current tax liabilities 175 122

Debt due within one year 9 5,940 4,887

Total current liabilities 11,209 10,108

Non-current liabilities

Long-term debt 9 17,433 16,572

Deferred tax liabilities 2,141 2,192

Post-employment benefit obligations 10 2,488 2,105

Other non-current liabilities 1,245 1,277

Total non-current liabilities 23,307 22,146

Total liabilities 34,516 32,254

EQUITY

Equity attributable to BCE shareholders

Preferred shares 12 4,004 4,004

Common shares 12 20,062 18,370

Contributed surplus 1,145 1,160

Accumulated other comprehensive income 7 46

Deficit (6,466) (6,040)

Total equity attributable to BCE shareholders 18,752 17,540

Non-controlling interest 324 314

Total equity 19,076 17,854

Total liabilities and equity 53,592 50,108
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Consolidated statements of changes in equity

FOR THE PERIOD ENDED JUNE 30, 2017
(IN MILLIONS OF CANADIAN DOLLARS) (UNAUDITED)

ATTRIBUTABLE TO BCE SHAREHOLDERS

NON-
CONTROL-

LING
INTEREST

TOTAL
EQUITYNOTE

PREFERRED 
SHARES

COMMON 
SHARES

CONTRI-
BUTED

SURPLUS

ACCUMU-
LATED
OTHER

COMPRE-
HENSIVE
INCOME

(LOSS) DEFICIT TOTAL

Balance at January 1, 2017 4,004 18,370 1,160 46 (6,040) 17,540 314 17,854

Net earnings – – – – 1,504 1,504 32 1,536

Other comprehensive loss – – – (39) (579) (618) – (618)

Total comprehensive (loss) income – – – (39) 925 886 32 918

Common shares issued under employee stock 
option plan – 93 (5) – – 88 – 88

Common shares issued under employee  
savings plan – 5 – – – 5 – 5

Other share-based compensation – – (10) – (17) (27) – (27)

Common shares issued for the acquisition  
of Manitoba Telecom Services Inc. (MTS) 3, 12 – 1,594 – – – 1,594 – 1,594

Dividends declared on BCE common and  
preferred shares – – – – (1,334) (1,334) – (1,334)

Dividends declared by subsidiaries to  
non-controlling interest – – – – – – (22) (22)

Balance at June 30, 2017 4,004 20,062 1,145 7 (6,466) 18,752 324 19,076

FOR THE PERIOD ENDED JUNE 30, 2016
(IN MILLIONS OF CANADIAN DOLLARS) (UNAUDITED)

ATTRIBUTABLE TO BCE SHAREHOLDERS

NON-
CONTROL-

LING
INTEREST

TOTAL
EQUITY

PREFERRED 
SHARES

COMMON 
SHARES

CONTRI-
BUTED

SURPLUS

ACCUMU-
LATED
OTHER

COMPRE-
HENSIVE
INCOME

(LOSS) DEFICIT TOTAL

Balance at January 1, 2016 4,004 18,100 1,150 119 (6,350) 17,023 306 17,329

Net earnings – – – – 1,557 1,557 31 1,588

Other comprehensive loss – – – (71) (979) (1,050) (3) (1,053)

Total comprehensive (loss) income – – – (71) 578 507 28 535

Common shares issued under employee stock option plan – 97 (6) – – 91 – 91

Common shares issued under dividend reinvestment plan – 38 – – – 38 – 38

Common shares issued under employee savings plan – 65 – – – 65 – 65

Other share-based compensation – – (4) – (9) (13) – (13)

Dividends declared on BCE common and preferred shares – – – – (1,258) (1,258) – (1,258)

Dividends declared by subsidiaries to non-controlling interest – – – – – – (23) (23)

Balance at June 30, 2016 4,004 18,300 1,140 48 (7,039) 16,453 311 16,764
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Consolidated statements of cash flows

FOR THE PERIOD ENDED JUNE 30 
(IN MILLIONS OF CANADIAN DOLLARS) (UNAUDITED)

THREE MONTHS SIX MONTHS

NOTE 2017 2016 2017 2016

Cash flows from operating activities

Net earnings 811 830 1,536 1,588

Adjustments to reconcile net earnings to cash flows from operating 
activities

Severance, acquisition and other costs 6 36 57 120 99

Depreciation and amortization 980 869 1,887 1,757

Post-employment benefit plans cost 10 82 77 150 145

Net interest expense 235 215 465 433

Losses (gains) on investments 7 – 2 12 (14)

Income taxes 297 315 560 574

Contributions to post-employment benefit plans (86) (80) (174) (170)

Payments under other post-employment benefit plans (19) (19) (38) (38)

Severance and other costs paid (40) (61) (81) (147)

Interest paid (249) (221) (472) (442)

Income taxes paid (net of refunds) (114) (102) (402) (340)

Acquisition and other costs paid (21) (39) (104) (67)

Net change in operating assets and liabilities 242 47 8 (198)

Cash flows from operating activities 2,154 1,890 3,467 3,180

Cash flows used in investing activities

Capital expenditures (1,042) (950) (1,894) (1,802)

Business acquisitions 3 – (1) (1,635) (246)

Business dispositions – 2 – 18

Disposition of intangibles and other assets 3 323 – 323 –

Other investing activities (5) (15) (14) 20

Cash flows used in investing activities (724) (964) (3,220) (2,010)

Cash flows used in financing activities

Increase in notes payable 127 173 435 898

Reduction in securitized trade receivables (360) – (10) –

Issue of long-term debt 9 – – 1,496 747

Repayment of long-term debt 9 (472) (270) (1,076) (1,580)

Issue of common shares 41 19 89 92

Repurchase of shares for settlement of share-based payments (45) (11) (141) (79)

Cash dividends paid on common shares (626) (592) (1,220) (1,118)

Cash dividends paid on preferred shares (30) (35) (73) (71)

Cash dividends paid by subsidiaries to non-controlling interest (9) (10) (21) (22)

Other financing activities (9) (8) (22) (35)

Cash flows used in financing activities (1,383) (734) (543) (1,168)

Net (decrease) increase in cash (19) 217 (183) 219

Cash at beginning of period 439 102 603 100

Cash at end of period 420 319 420 319

Net increase (decrease) in cash equivalents 66 (25) (113) (217)

Cash equivalents at beginning of period 71 321 250 513

Cash equivalents at end of period 137 296 137 296
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Notes to the consolidated financial statements
These consolidated interim financial statements (financial statements) should be read in conjunction with BCE’s 2016 annual consolidated financial 
statements, approved by BCE’s board of directors on March 2, 2017.

These notes are unaudited.

We, us, our, BCE and the company mean, as the context may require, either BCE Inc. or, collectively, BCE Inc., Bell Canada, their subsidiaries, joint 
arrangements and associates. MTS means, as the context may require, until March 17, 2017, either Manitoba Telecom Services Inc. or, collectively, Manitoba 
Telecom Services Inc. and its subsidiaries; and Bell MTS means, from March 17, 2017, the combined operations of MTS and Bell Canada in Manitoba.

Note 1	 Corporate information
BCE is incorporated and domiciled in Canada. BCE’s head office is located at 1, Carrefour Alexander-Graham-Bell, Verdun, Québec, Canada. BCE is 
a telecommunications and media company providing wireless, wireline, Internet and television (TV) services to residential, business and wholesale 
customers in Canada. Our Bell Media segment provides conventional, specialty and pay TV, digital media, radio broadcasting services and out-of-
home advertising services to customers nationally across Canada.

Note 2	 Basis of presentation and significant accounting policies
The financial statements were prepared in accordance with International Financial Reporting Standards (IFRS), as issued by the International 
Accounting Standards Board (IASB), under International Accounting Standard (IAS) 34 – Interim Financial Reporting and were approved by BCE’s 
board of directors on August 2, 2017. The financial statements were prepared using the same basis of presentation, accounting policies and methods 
of computation as outlined in Note 2, Significant accounting policies in our consolidated financial statements for the year ended December 31, 2016. 
The financial statements do not include all of the notes required in annual financial statements.

All amounts are in millions of Canadian dollars, except where noted.

Future changes to accounting standards
The following interpretation was issued by the IASB and has not yet been adopted by BCE.

STANDARD DESCRIPTION IMPACT EFFECTIVE DATE

International Financial Reporting 
Interpretations Committee  
(IFRIC) 23 – Uncertainty over  
Income Tax Treatments

IFRIC 23 clarifies the application of recognition and measurement 
requirements in IAS 12 – Income Taxes when there is uncertainty 
over income tax treatments. It specifically addresses whether 
an entity considers uncertain tax treatments separately or as a 
group, the assumptions an entity makes about the examination of 
tax treatments by taxation authorities, how an entity determines 
taxable profit (tax loss), tax bases, unused tax losses, unused tax 
credits and tax rates and how an entity considers changes in facts 
and circumstances.

We are currently 
evaluating the impact 
of IFRIC 23 on our 
financial statements.

Annual periods 
beginning on or 
after January 1, 2019, 
with early adoption 
permitted, using either 
a full retrospective 
or a modified 
retrospective approach.

Note 3	 Business acquisitions and dispositions

2017
Acquisition of MTS
On March 17, 2017, BCE acquired all of the issued and outstanding common shares of MTS for a total consideration of $2,933 million, of which 
$1,339 million was paid in cash and the remaining $1,594 million through the issuance of approximately 27.6 million BCE common shares. BCE funded 
the cash component of the transaction through debt financing.

Bell MTS is an information and communications technology provider offering wireless, Internet, TV, phone services, security systems and information 
solutions including unified cloud and managed services to residential and business customers in Manitoba.

The acquisition of MTS will allow us to reach more Canadians through the expansion of our wireless and wireline broadband networks while supporting 
our goal of being recognized by customers as Canada’s leading communications company.

The results from the acquired MTS operations are included in our Bell Wireline and Bell Wireless segments from the date of acquisition.

The purchase price allocation includes provisional estimates, in particular for property, plant and equipment and finite-life intangible assets. The 
following table summarizes the fair value of the consideration paid and the fair value assigned to each major class of assets and liabilities.
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NOTE TOTAL

Cash consideration 1,339

Issuance of 27.6 million BCE common shares (1) 1,594

Total cost to be allocated 2,933

Trade and other receivables 103

Other non-cash working capital (165)

Assets held for sale (2) 310

Property, plant and equipment 994

Finite-life intangible assets (3) 971

Indefinite-life intangible assets (4) 280

Deferred tax assets 49

Other non-current assets 129

Debt due within one year (251)

Long-term debt 9 (721)

Other non-current liabilities (57)

1,642

Cash and cash equivalents (16)

Fair value of net assets acquired 1,626

Goodwill (5) 1,307

(1)	 Recorded at fair value based on the market price of BCE common shares on the acquisition date.
(2) 	 Consists of finite and indefinite-life intangible assets recorded at fair value less costs to sell.
(3) 	 Consists mainly of customer relationships.
(4) 	 Indefinite-life intangible assets of $228 million and $52 million were provisionally allocated to our Bell Wireless and Bell Wireline groups of cash generating units (CGUs), respectively.
(5) 	 Goodwill arises principally from the assembled workforce, expected synergies and future growth. Goodwill is not deductible for tax purposes. Goodwill arising from the transaction 

of $661 million and $646 million was provisionally allocated to our Bell Wireless and Bell Wireline groups of CGUs, respectively.

As a result of the acquisition of MTS, we acquired non-capital tax loss carryforwards of approximately $1.5 billion and recognized a deferred tax 
asset of approximately $300 million. These non-capital tax loss carryforwards expire in varying amounts from 2026 to 2033.

Also as a result of the acquisition of MTS, our commitments for operating leases and purchase obligations increased by approximately $180 million.

Revenues of $271 million and net earnings of $33 million from the acquired MTS operations are included in the consolidated income statements 
from the date of acquisition. BCE’s consolidated operating revenues and net earnings for the six months ended June 30, 2017 would have been 
$11,278 million and $1,544 million, respectively, had the acquisition of MTS occurred on January 1, 2017. These proforma amounts reflect the elimination 
of intercompany transactions, financing costs and the amortization of certain elements of the purchase price allocation and related tax adjustments.

Subsequent to the acquisition of MTS, on March 17, 2017, BCE transferred to Xplornet Communications Inc. a total of 40 Megahertz (MHz) of 700 MHz, 
advanced wireless services-1 and 2500 MHz wireless spectrum which was previously held by MTS.

During Q2 2017, BCE completed the previously announced divestiture of approximately one-quarter of postpaid wireless subscribers and 15 retail 
locations previously held by MTS, as well as certain Manitoba network assets, to TELUS Communications Inc. for total proceeds of $323 million.
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Acquisition of Cieslok Media Ltd. (Cieslok Media)
On January 3, 2017, BCE acquired all of the issued and outstanding common shares of Cieslok Media for a total cash consideration of $161 million.

Cieslok Media specializes in large-format outdoor advertising in key urban areas across Canada. This acquisition will contribute to growing and 
strengthening our digital presence in out-of-home advertising. Cieslok Media is included in our Bell Media segment in our consolidated financial statements.

The following table summarizes the fair value of the consideration paid and the fair value assigned to each major class of assets and liabilities.

TOTAL

Cash consideration 161

Total cost to be allocated 161

Trade and other receivables 11

Other non-cash working capital (4)

Property, plant and equipment 13

Finite-life intangible assets 6

Indefinite -life intangible assets 76

Deferred tax liabilities (20)

Other non-current liabilities (1)

81

Cash and cash equivalents 1

Fair value of net assets acquired 82

Goodwill (1) 79

(1)	 Goodwill arises principally from the assembled workforce, expected synergies and future growth. Goodwill is not deductible for tax purposes. The goodwill arising from the transaction was 
allocated to our Bell Media group of CGUs.

This transaction did not have a significant impact on our consolidated operating revenues and net earnings for the six months ended June 30, 2017.

2016
National expansion of HBO and The Movie Network (TMN)
In Q1 2016, BCE completed a transaction with Corus Entertainment Inc. (Corus) under which Corus waived its HBO content rights in Canada and ceased 
operations of its Movie Central and Encore Avenue pay TV services in Western and Northern Canada, thereby allowing Bell Media to become the sole 
operator of HBO Canada nationally across all platforms and to expand TMN into a national pay TV service. TMN was successfully launched nationally 
on March 1, 2016. BCE paid to Corus a total cash consideration of $218 million, of which $21 million was paid in 2015.

The following table summarizes the fair value of the consideration paid and the fair value assigned to each major class of assets and liabilities.

Cash consideration 218

Finite-life intangible assets 8

Non-current assets 1

Current liabilities (3)

Non-current liabilities (8)

Fair value of net assets acquired (2)

Goodwill (1) 220

(1)	 Goodwill arises principally from the ability to leverage media content and expected future growth. The amount of goodwill deductible for tax purposes is $163 million at a 7% annual rate 
declining balance. The goodwill arising from the transaction was allocated to our Bell Media group of CGUs.

The transaction is part of our strategy to create, negotiate and deliver premium TV programming to Canadian consumers across more platforms 
on a national basis.

This transaction did not have a significant impact on our consolidated operating revenues and net earnings for the six months ended June 30, 2016.
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Note 4	 Segmented information
Our results are reported in three segments: Bell Wireless, Bell Wireline and Bell Media. Our segments reflect how we manage our business and how 
we classify our operations for planning and measuring performance.

On March 17, 2017, BCE acquired all of the issued and outstanding common shares of MTS. The results from the acquired MTS operations are included 
in our Bell Wireless and Bell Wireline segments from the date of acquisition.

The following tables present financial information by segment for the three month periods ended June 30, 2017 and 2016.

FOR THE THREE MONTH PERIOD ENDED JUNE 30, 2017 NOTE
BELL  

WIRELESS
BELL

WIRELINE
BELL

MEDIA
INTERSEGMENT
ELIMINATIONS BCE

Operating revenues

External customers 1,947 3,069 683 – 5,699

Inter-segment 12 52 113 (177) –

Total operating revenues 1,959 3,121 796 (177) 5,699

Operating costs 5 (1,108) (1,815) (572) 177 (3,318)

Segment profit (1) 851 1,306 224 – 2,381

Severance, acquisition and other costs 6 – (35) (1) – (36)

Depreciation and amortization (144) (798) (38) – (980)

Finance costs

Interest expense (238)

Interest on post-employment benefit 
obligations 10 (18)

Other expense 7 (1)

Income taxes (297)

Net earnings 811

(1)	 The chief operating decision maker uses primarily one measure of profit to make decisions and assess performance, being operating revenues less operating costs.

FOR THE THREE MONTH PERIOD ENDED JUNE 30, 2016 NOTE
BELL  

WIRELESS
BELL

WIRELINE
BELL

MEDIA
INTERSEGMENT
ELIMINATIONS BCE

Operating revenues

External customers 1,724 2,938 678 – 5,340

Inter-segment 11 41 101 (153) –

Total operating revenues 1,735 2,979 779 (153) 5,340

Operating costs 5 (963) (1,706) (556) 153 (3,072)

Segment profit (1) 772 1,273 223 – 2,268

Severance, acquisition and other costs 6 (3) (49) (5) – (57)

Depreciation and amortization (140) (692) (37) – (869)

Finance costs

Interest expense (217)

Interest on post-employment benefit 
obligations 10 (21)

Other income 7 41

Income taxes (315)

Net earnings 830

(1)	 The chief operating decision maker uses primarily one measure of profit to make decisions and assess performance, being operating revenues less operating costs.
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The following tables present financial information by segment for the six month periods ended June 30, 2017 and 2016.

FOR THE SIX MONTH PERIOD ENDED JUNE 30, 2017 NOTE
BELL  

WIRELESS
BELL

WIRELINE
BELL

MEDIA
INTERSEGMENT
ELIMINATIONS BCE

Operating revenues

External customers 3,751 5,997 1,335 – 11,083

Inter-segment 22 104 212 (338) –

Total operating revenues 3,773 6,101 1,547 (338) 11,083

Operating costs 5 (2,104) (3,533) (1,189) 338 (6,488)

Segment profit (1) 1,669 2,568 358 – 4,595

Severance, acquisition and other costs 6 (5) (102) (13) – (120)

Depreciation and amortization (282) (1,532) (73) – (1,887)

Finance costs

Interest expense (472)

Interest on post-employment benefit 
obligations 10 (36)

Other income 7 16

Income taxes (560)

Net earnings 1,536

(1)	 The chief operating decision maker uses primarily one measure of profit to make decisions and assess performance, being operating revenues less operating costs.

FOR THE SIX MONTH PERIOD ENDED JUNE 30, 2016 NOTE
BELL  

WIRELESS
BELL

WIRELINE
BELL

MEDIA
INTERSEGMENT
ELIMINATIONS BCE

Operating revenues

External customers 3,407 5,880 1,323 – 10,610

Inter-segment 21 82 197 (300) –

Total operating revenues 3,428 5,962 1,520 (300) 10,610

Operating costs 5 (1,895) (3,432) (1,152) 300 (6,179)

Segment profit (1) 1,533 2,530 368 – 4,431

Severance, acquisition and other costs 6 (4) (91) (4) – (99)

Depreciation and amortization (281) (1,404) (72) – (1,757)

Finance costs

Interest expense (436)

Interest on post-employment benefit 
obligations 10 (41)

Other income 7 64

Income taxes (574)

Net earnings 1,588

(1)	 The chief operating decision maker uses primarily one measure of profit to make decisions and assess performance, being operating revenues less operating costs.
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Note 5	 Operating costs
THREE MONTHS SIX MONTHS

FOR THE PERIOD ENDED JUNE 30 NOTE 2017 2016 2017 2016

Labour costs

Wages, salaries and related taxes and benefits (1,070) (1,024) (2,072) (2,029)

Post-employment benefit plans service cost  
(net of capitalized amounts) 10 (64) (56) (114) (104)

Other labour costs (1) (264) (253) (517) (495)

Less:

Capitalized labour 268 253 513 479

Total labour costs (1,130) (1,080) (2,190) (2,149)

Cost of revenues (2) (1,686) (1,548) (3,320) (3,123)

Other operating costs (3) (502) (444) (978) (907)

Total operating costs (3,318) (3,072) (6,488) (6,179)

(1)	 Other labour costs include contractor and outsourcing costs.
(2)	 Cost of revenues includes costs of wireless devices and other equipment sold, network and content costs, and payments to other carriers.
(3)	 Other operating costs include marketing, advertising and sales commission costs, bad debt expense, taxes other than income taxes, information technology costs, professional service fees 

and rent.

Note 6	 Severance, acquisition and other costs
THREE MONTHS SIX MONTHS

FOR THE PERIOD ENDED JUNE 30 2017 2016 2017 2016

Severance  (16)  (35)  (47)  (57)

Acquisition and other  (20)  (22)  (73)  (42)

Total severance, acquisition and other costs  (36)  (57)  (120)  (99)

Acquisition and other costs
Acquisition and other costs consist of transaction costs, such as legal and financial advisory fees, related to completed or potential acquisitions, 
employee severance costs related to the purchase of a business, the costs to integrate acquired companies into our operations and litigation costs, 
when they are significant. Acquisition costs also include a loss on sale of spectrum licences relating to the MTS acquisition in 2017 and severance and 
integration costs relating to the privatization of Bell Aliant Inc. in 2016.

Note 7	 Other (expense) income
THREE MONTHS SIX MONTHS

FOR THE PERIOD ENDED JUNE 30 NOTE 2017 2016 2017 2016

Net mark-to-market (losses) gains on derivatives used as 
economic hedges (4) 37 26 44

Equity income from investments in associates and joint ventures

Operations 12 (4) 31 (1)

Loss on investment – – (2) –

Losses on retirements and disposals of property, plant and 
equipment and intangible assets (9) (6) (26) (14)

(Losses) gains on investments – (2) (12) 14

Early debt redemption costs 9 (4) – (4) (11)

Other 4 16 3 32

Total other (expense) income (1) 41 16 64
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Note 8	 Earnings per share
The following table shows the components used in the calculation of basic and diluted earnings per common share for earnings attributable to 
common shareholders.

THREE MONTHS SIX MONTHS

FOR THE PERIOD ENDED JUNE 30 2017 2016 2017 2016

Net earnings attributable to common shareholders – basic 762 778 1,441 1,485

Dividends declared per common share (in dollars) 0.7175 0.6825 1.4350 1.3650

Weighted average number of common shares outstanding (in millions)

Weighted average number of common shares outstanding – basic 900.1 869.1 888.0 868.1

Assumed exercise of stock options (1) 0.9 1.2 0.8 1.1

Weighted average number of common shares outstanding – diluted (in millions) 901.0 870.3 888.8 869.2

(1)	 The calculation of the assumed exercise of stock options includes the effect of the average unrecognized future compensation cost of dilutive options. It excludes options for which the 
exercise price is higher than the average market value of a BCE common share. The number of excluded options was 31,722 for the second quarter of 2017 and 5,803,983 for the first half 
of 2017, compared to 2,932,719 for both the second quarter and for the first half of 2016.

Note 9	 Debt
On May 12, 2017, Bell Canada redeemed, prior to maturity, its 4.37% Series M-35 debentures, having an outstanding principal amount of $350 million 
which were due on September 13, 2017. We incurred a $4 million early debt redemption charge which was recorded in Other (expense) income in 
Q2 2017 in the income statement.

In Q2 2017, Bell Canada reclassified its $300 million 4.88% Series M-36 medium term note (MTN) debentures, which mature on April 26, 2018, from 
long-term debt to short-term debt.

On February 27, 2017, Bell Canada issued 2.70% Series M-44 MTN debentures under its 1997 trust indenture, with a principal amount of $1 billion, which 
mature on February 27, 2024. In addition, on the same date, Bell Canada issued 4.45% Series M-45 MTN debentures under its 1997 trust indenture, 
with a principal amount of $500 million, which mature on February 27, 2047.

In Q1 2017, Bell Canada repaid $357 million in U.S. dollars (approximately $480 million in Canadian dollars) representing all of the borrowings outstanding 
under its unsecured committed term credit facility. Accordingly, this credit facility was closed and the cross currency basis swap which was used to 
hedge the U.S. currency exposure under such credit facility was settled. See Note 11, Financial assets and liabilities for additional details.

In Q1 2017, Bell Canada reclassified its $1 billion 4.40% Series M-22 MTN debentures, which mature on March 16, 2018, from long-term debt to short-
term debt.

In Q1 2017, as a result of the acquisition of MTS on March 17, 2017, Bell Canada assumed MTS’ outstanding unsecured medium term notes. The following 
table provides details for the principal amounts and fair values assigned to the medium term notes assumed at acquisition.

INTEREST RATE MATURITY AMOUNT

Medium term note 4.59% October 1, 2018 200

Medium term note 5.625% December 16, 2019 200

Medium term note 4.00% May 27, 2024 225

Total long-term debt 625

Fair value adjustment 45

Total long-term debt 670

The trust indentures under which these MTS medium term notes were issued require us to meet specific new issue tests, to make an offer to repurchase 
the notes upon the occurrence of a change of control event as defined in the trust indentures and impose certain other covenants. We are in compliance 
with all conditions and restrictions under such trust indentures.

Also as a result of the acquisition of MTS, Bell Canada assumed MTS’ notes payable of $250 million and finance leases of $52 million.
N

ot
es

 to
 th

e 
co

ns
ol

id
at

ed
 fi

na
nc

ia
l s

ta
te

m
en

ts



BCE Inc.    2017 SECOND QUARTER SHAREHOLDER REPORT50

Note 10	 Post-employment benefit plans

Post-employment benefit plans cost
We provide pension and other benefits for most of our employees. These include defined benefit (DB) pension plans, defined contribution (DC) pension 
plans and other post-employment benefits (OPEBs). The costs of these plans are tabled below.

COMPONENTS OF POST-EMPLOYMENT BENEFIT PLANS SERVICE COST

THREE MONTHS SIX MONTHS

FOR THE PERIOD ENDED JUNE 30 2017 2016 2017 2016

DB pension (53) (52) (101) (103)

DC pension (24) (22) (55) (54)

OPEBs (1) (1) (3) (3)

Plan amendment gain on OPEBs and DB pension – 4 16 27

Less:

Capitalized benefit plans cost 14 15 29 29

Total post-employment benefit plans service cost included in operating costs (64) (56) (114) (104)

Other costs recognized in severance, acquisition and other costs (4) – (4) 5

Total post-employment benefit plans service cost (68) (56) (118) (99)

COMPONENTS OF POST-EMPLOYMENT BENEFIT PLANS FINANCING COST

THREE MONTHS SIX MONTHS

FOR THE PERIOD ENDED JUNE 30 2017 2016 2017 2016

DB pension (5) (6) (9) (12)

OPEBs (13) (15) (27) (29)

Total interest on post-employment benefit obligations (18) (21) (36) (41)

MTS’ net post-employment benefit asset was $53 million ($2,735 million fair value of plan assets and $2,682 million post-employment benefit obligations) 
at the acquisition date of March 17, 2017.

On January 15, 2016, MTS completed the sale of its wholly owned subsidiaries Allstream Inc., Allstream Fibre U.S., and Delphi Solutions Corp (collectively, 
Allstream), to Zayo Group Holdings Inc. As part of the sale agreement, MTS retained Allstream’s two existing defined benefit pension plans including 
the benefit obligations for retirees and other former employees. Once regulatory approval is received, the assets and liabilities related to pre-closing 
service obligations for Allstream’s active employees will be transferred from the existing Allstream defined benefit pension plans to two new Zayo 
Canada Inc. pension plans.

Note 11	 Financial assets and liabilities

Fair value
The following table provides the fair value details of financial instruments measured at amortized cost in the statements of financial position.

JUNE 30, 2017 DECEMBER 31, 2016

CLASSIFICATION FAIR VALUE METHODOLOGY
CARRYING 

VALUE
FAIR

VALUE
CARRYING 

VALUE
FAIR

 VALUE

CRTC tangible benefits 
obligation

Trade payables and 
other liabilities 
and non-current 
liabilities

Present value of estimated future cash flows discounted 
using observable market interest rates

141 144 166 169

CRTC deferral account 
obligation

Trade payables and 
other liabilities 
and non-current 
liabilities

Present value of estimated future cash flows discounted 
using observable market interest rates

130 138 136 145

Debentures, finance 
leases and other 
debt

Debt due within one 
year and long-term 
debt

Quoted market price of debt or present value of future 
cash flows discounted using observable market 
interest rates

19,218 21,576 17,879 20,093
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The following table provides the fair value details of financial instruments measured at fair value in the statements of financial position.

FAIR VALUE

CLASSIFICATION
CARRYING VALUE 

OF ASSET (LIABILITY)

QUOTED PRICES
IN ACTIVE MARKETS 

FOR IDENTICAL
ASSETS (LEVEL 1)

OBSERVABLE 
MARKET DATA 

(LEVEL 2) (1)

NON-OBSERVABLE 
MARKET INPUTS 

(LEVEL 3) (2)

June 30, 2017

AFS publicly-traded and privately-
held investments

Other non-current assets 103 1 – 102

Derivative financial instruments Other current assets, trade payables 
and other liabilities, other non-
current assets and liabilities

(99) – (99) –

MLSE financial liability (3) Trade payables and other liabilities (135) – – (135)

Other Other non-current assets and 
liabilities

40 – 95 (55)

December 31, 2016         

AFS publicly-traded and privately-
held investments

Other non-current assets 103 1 – 102

Derivative financial instruments Other current assets, trade payables 
and other liabilities, other non-
current assets and liabilities

166 – 166 –

MLSE financial liability (3) Trade payables and other liabilities (135) – – (135)

Other Other non-current assets and 
liabilities

35 – 88 (53)

(1)	 Observable market data such as equity prices, interest rates, swap rate curves and foreign currency exchange rates.
(2)	 Non-observable market inputs such as discounted cash flows and earnings multiples. A reasonable change in our assumptions would not result in a significant increase (decrease) to our 

level 3 financial instruments.
(3)	 Represents BCE’s obligation to repurchase the BCE Master Trust Fund’s (Master Trust) 9% interest in Maple Leaf Sports & Entertainment Ltd. (MLSE) at a price not less than an agreed minimum 

price should the Master Trust exercise its put option. The obligation to repurchase is marked to market each reporting period and the gain or loss is recorded in Other (expense) income in the 
income statements.

Currency exposures
We use foreign currency forward contracts, options and cross currency basis swaps to manage foreign currency risk related to anticipated transactions 
and certain foreign currency debt. During Q1 2017, we settled a cross currency basis swap with a notional amount of $357 million in U.S. dollars used 
to hedge borrowings under a credit facility. Refer to Note 9, Debt.

A 10% depreciation (appreciation) in the value of the Canadian dollar relative to the U.S. dollar would result in a gain (loss) of $4 million recognized 
in net earnings at June 30, 2017 and a gain (loss) of $115 million recognized in other comprehensive income at June 30, 2017, with all other variables 
held constant.

The following table provides further details on our outstanding foreign currency forward contracts at June 30, 2017.

TYPE OF HEDGE BUY CURRENCY
AMOUNTS TO

RECEIVE SELL CURRENCY
AMOUNTS  

TO PAY MATURITY HEDGED ITEM

Cash flow USD 2,463 CAD 3,292 2017 Commercial paper

Cash flow USD 413 CAD 536 2017 Anticipated transactions

Cash flow USD 843 CAD 1,097 2018 Anticipated transactions

Cash flow CAD 47 USD 36 2018 Anticipated transactions

Economic USD 205 CAD 272 2017-2018 Anticipated transactions

Economic CAD 145 USD 113 2017-2018 Anticipated transactions

Interest rate exposures
A 1% increase (decrease) in interest rates would result in a decrease (increase) of $28 million and $24 million, respectively, in net earnings at June 30, 2017, 
with all other variables held constant.

Equity price exposure
We use equity forward contracts on BCE’s common shares to economically hedge the cash flow exposure related to the settlement of share-based 
payment plans. The fair value of our equity forward contracts at June 30, 2017 was $11 million.

A 5% increase (decrease) in the market price of BCE’s common shares at June 30, 2017 would result in a gain (loss) of $37 million recognized in net 
earnings, with all other variables held constant.
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Note 12	 Share capital

Issuance of common shares
On March 17, 2017, 27.6 million BCE common shares were issued in payment of the equity portion of the purchase price for the acquisition of MTS. See 
Note 3, Business acquisitions and dispositions for additional details.

Dividend rate reset on first preferred shares
On March 31, 2017, the annual fixed dividend rate on BCE’s Cumulative Redeemable First Preferred Shares, Series AO was reset for the next five years 
at 4.26% from 4.55%.

Dividends will be paid as and when declared by the board of directors of BCE.

Note 13	 Share-based payments
The following share-based payment amounts are included in the consolidated income statements as operating costs.

THREE MONTHS SIX MONTHS

FOR THE PERIOD ENDED JUNE 30 2017 2016 2017 2016

Employee savings plan (ESP) (7) (7) (14) (14)

Restricted share units (RSUs) and performance share units (PSUs) (10) (14) (27) (28)

Other (1) (2) (3) (5) (7)

Total share-based payments (19) (24) (46) (49)

(1)	 Includes deferred share units (DSUs), deferred share plan (DSP) and stock options.

The following tables summarize the change in outstanding ESP shares, RSUs/PSUs, DSUs and stock options for the period ended June 30, 2017.

ESP

NUMBER OF  
ESP SHARES

Unvested contributions, January 1, 2017 1,073,212

Contributions (1) 302,277

Dividends credited 24,280

Vested (286,514)

Forfeited (72,306)

Unvested contributions, June 30, 2017 1,040,949

(1)	 The weighted average fair value of the shares contributed during the six months ended June 30, 2017 was $59.

RSUs/PSUs

NUMBER OF  
RSUs/PSUs

Oustanding, January 1, 2017 2,928,698

Granted (1) 855,493

Dividends credited 65,989

Settled (1,088,219)

Forfeited (65,369)

Outstanding, June 30, 2017 2,696,592

(1)	 The weighted average fair value of the RSUs/PSUs granted during the six months ended June 30, 2017 was $58.
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DSUs

NUMBER  
OF DSUs

Outstanding, January 1 , 2017 4,131,229

Issued (1) 47,545

Settlement of RSUs/PSUs 101,066

Dividends credited 98,374

Settled (99,962)

Outstanding, June 30, 2017 4,278,252

(1)	 The weighted average fair value of the DSUs issued during the six months ended June 30, 2017 was $59.

STOCK OPTIONS

NUMBER  
OF OPTIONS

WEIGHTED AVERAGE
EXERCISE PRICE

($)

Outstanding, January 1, 2017 10,242,162 52

Granted 2,976,722 59

Exercised (1) (1,913,066) 46

Forfeited (181,888) 57

Outstanding, June 30, 2017 11,123,930 55

Exercisable, June 30, 2017 2,656,780 45

(1)	 The weighted average share price for options exercised during the six months ended June 30, 2017 was $60.

ASSUMPTIONS USED IN STOCK OPTION PRICING MODEL
The fair value of options granted was determined using a variation of a binomial option pricing model that takes into account factors specific to the 
share incentive plans, such as the vesting period. The following table shows the principal assumptions used in the valuation.

  2017

Weighted average fair value per option granted $1.97

Weighted average share price $58

Weighted average exercise price $59

Dividend yield 5.0%

Expected volatility 13%

Risk-free interest rate 1.0%

Expected life (years) 4.0

Expected volatilities are based on the historical volatility of BCE’s share price. The risk-free rate used is equal to the yield available on Government 
of Canada bonds at the date of grant with a term equal to the expected life of the options.
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