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PRECISION AIR SERVICES PLC
HIGHLIGHTS FOR THE YEAR ENDED 31 MARCH 2018

31 March 2018 31 March 2017
TZS '000 TZS '000

Revenue
Passenger 97,108,380 79,755,660
Interline commissions 128,610 113,162
Freight and Mall 786,110 915,871
Cancellation Income 447,882 300,277
No show fees and other charges 1,258,842 1,205,367
Fuel surcharge 25,259,321 14,667,708
Passenger tickets writaback 14,122,130 -
Total 139,111,278 97,038,045
Direct expenditure {105,495,871) (93,240,451)
Gross profit 33,615,304 3,797,504
Gross profit margin % 24% 4%
Operating Profit (loas) 1,419,457 (2,971,158)
Loss before income tax {21,098,642) (26,940,584)
Income tax expense o (448,944) - {301,581)
Loss for the year {21,545,586) {27,242,165)
Other comprehensive Income - -
Total comprehensive loss for the year =—ML (27,242 .165)
OPERATING STATISTICS

3 1 a 17
Passengers 474,247 408,807
Revenue Passenger Kliometre (RPK's) ('000) 214,841 194,701
Avallable Seats Kllometre (ASK's) ('000) 392,175 375,796
Passenger Load factor 55% 52%
Yield per RPK - Usc 20.00 18.33
Employees 356 436
ASK's per employee - '000 1,114 862
Revenue per employee - TZS'000 390,762 222 564
Loss per employse - TZS'000 {60,521) {62,482)
Block hours 18,653 17,296
Fleet size at year end
ATR 72 - 500 5 5
ATR 42 - 600 2 2
ATR 42 - 500 2 2
ATR 42 - 320 1 1
Total numbers of alrcraft 10 10
Grounded alrcrafis (out of the above total fleet
size)
ATR 42 - 320 1 1
ATR 42 - 800 _
Total 3 3
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PRECISION AIR SERVICES PLC

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 MARCH 2018

INTRODUCTION

The Directors present thelr report together with the audited financlal statements for the financlal year ended 31
March 2018 which disclose the state of affalrs of Precision Alr Services Plc (the "Company”) and Its subsidiaries
(together the “Group").

The financlal statements for the year ended 31 March 2018 were approved and authorised for issue by directors
a8 Indicated on the statement of financlal position.

INCORPORATION

The Company and its subsidiaries are Incorporated In Tanzanla.

GROUP'S VISION

“To be the aiffine of cholce”

GROUP'S MISSION

“To develop and provide superlor air transport services that exceed customers’ expactations”.
PRINCIPAL ACTIVITIES

The principal activitles of the Company are reglonal and domestic air carrlage of passangers and cargo.

The Company flles to thirteen {2017: eleven) destinations within and outside Tanzania. (Arusha, Killmanjaro,
Mwanza, Bukoba, Mtwara, Kigoma, Tabora, Zanzibar, Nalrobl, Musoma, Serenget,Entebbe,Kahama),

One subsldlary; Precision Handling Limited carries out ground handling services in Dar es Salaam, Kilimanjaro,
Mwanza and Arusha and presently serves only the company.The other Precise Systems Limied ceased
operating by end of 2015 and Is fully dormant.

PERFORMANCE FOR THE YEAR

Capacity Offered to Market

The Avallable Seats Kliometre (ASK) released to the market amounted to 392 million agalnst & prior year lave!
of 376 million, an increase of 4%.

Capacity Utllised

Total passengers carried in the network during the financlal year was 474,247 compared to a prior year level of
408,807 thus an Increase of 16% compared o prior year. The Increase Is mainly due to the Increase of
frequencies offered and the new routes launched during the year.

The Revenue Passenger Kliometre (RPK) achleved from the market was 215 million against prior year level of
195 million; thus an increase of 10% compared to prior year.

Yields

Yield per RPK achlved during the year was 20.00 US Cents (USc) compared to a prior ysar level of USc 18.33.
Profitability

Whereas the Company recorded a loss of TZS 21.4 blllion during the year (2017: loss of TZS 29.8 billion); the

Group recorded a loss of TZS 21.5 bllllon (2017: loss of TZS 27.2 biilion). Detalled financial results of the Group
and Company for the year are set out on page 17.
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PRECISION AIR SERVICES PLC

DIRECTORS’ REPORT (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2018

FUTURE DEVELOPMENTS AND PLANS

The Group will continue focusing on improving profitabliity and liquidity by Increasing revenues and maintalning
costs at reasonable levels. The key focus areas will be:

) Review the entire network and create a minl HUB concept. This would Improve the frequencles count
and Increase the number of available seats and also optimise the competitive range of the alrcraft.

. Continue operationalization of the company’s Strafegic Thrust with the nine(g) focus areas into tangible
action areas (232 in total) for visibllity and accountabllity In implementation with clear imelines- reviewed
and measured on a monthly/quarterly basis.

° Stabllization of the operations- continue with engine overhauls and recovery of BER engines to operate

& minimum of 7 alrcraft in order to enhance operational rellabliity;

More selling on the cnline platform to improve the product distribution and reduce distibution costs.

Conclude the PW/KQ JV agresment on the key routes |.e. NBO/DAR, NBO/JRO & NBO/ZNZ,

Launch the domestic Tanzanla and Kenya codeshares for KQ/PW for increased feed/defesd purposes.

Pursue generation of additional revenues through active seli of the MRO services.

Pursue additional revenue generation through the set-up of the ATO (Aldine Training Organization) and

increase the required skills sets In the country.

Continue to persue restructuring of the alrcraft loan faclity and entire balance sheet, and

) Continuous engagement of creditors to agree on payment plans based on paying ability of the company
and In line with projected cash flows.

STOCK EXCHANGE INFORMATION

During the year, there was ne fluctuation In the Company's share price. At the close of the financlal year the
Company's share was trading at the Dar es Salaam Stock exchange at TZS 470 per share (2017: TZS 470 per
share).

DIVIDENDS

The Directors do not recommend payment of dividend {2017: NII).

SUBSEQUENT EVENTS

Subsequent events are discussed on Note 36 of these financlal statements.

SOLVENCY AND GOING CONCERN EVALUATION

The Group's state of affalrs Is set out on pages 18 and 19 of the financial statements.

The Group recorded a net loss of TZS 21.5 billion for the year ended 31 March 2018 {31 March 2017: loss of
TZS 27.2 billion) and as at that date, the Group’s current llabilities exceeded its current assets by TZS 426 billion
(31 March 2017: TZS 418 billion). The Group was also in a shareholders’ deficlt position of TZS 270 billlon as
at that date (31 March 2017: TZS 249 bililon).

Furthermore, the Company recorded a net loss of TZS 21.4 billion for the year ended 31 March 2018 (31 March
2017: loss of TZS 29.8 blilion) and as at that date, the Company’s current liabllities exceeded Its current assats
by TZS 426 billlon (31 March 2017: TZS 418 billlon). The Company was aleo In a shareholders’ deficit position
of TZS 271 billion as at that date (31 March 2017: TZS 250 billion).

The Group continues to face working capital chalienges to support Its working capital requirements and to
honour, In time, repayment of maturing loan obligations. The Group also has delayed remittance of statutory
deductions and taxes to relevant authorities.

These conditione give rise to uncertainty that may cast doubt about the Group's abllity to continue as a going

concem and, therefore, the Group may be unable to realiss Its asssts and discharge its liabililes In the normal
course of business.
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PRECISION AIR SERVICES PLC

DIRECTORS’ REPORT (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2018

SOLVENCY AND GOING CONCERN EVALUATION (CONTINUED)

Management have reviewed these considerations and the results of this assessment have been documented
and presented to the directors and major lenders for thelr consideration as set forth In Nots 2 of the financlal
statements.

Subject to the comments and the conclusions made In Nots 2 of these financlal statements the directors betlove
that the Group will remaln a going concer for &t least twelve months from the date of this report.

RELATED PARTY TRANSACTIONS

Detalis of transactions with related partles are disclosed In Note 25 of the financial statements.
CAPITAL STRUCTURE AND LONG TERM FINANCING

The capltal structure for the year under review Is shown below:

Authorised Share Capital

242,000,000 ordinary shares of TZS 20 each (2017: 242,000,000 ordinary shares of TZS 20 each).
Issued called up and fully pald share capltal

160,472,720 ordinary shares of TZS 20 each (2017: 160,472,720 ordinary shares of TZS 20 each).
Share premium

The Company realised from the 2012 IPO, a share premlum of TZS 10,491 million. There were no changes in
the share premium during the year under review.

Long Term Loans

The Group is financed by loans amounting to TZS 324 billion as at year end (2017: TZS 3186 blitlon). For more
detalls, refer to Note 23 of the financlal statements.

SHAREHOLDING
The shareholding of the Company as at year end Is as stated below;

2018 2017
Name ) No. of % No. of %
shares Shareholding shares Shareholding
Michael N. Shidma 68,857,650 42,01 68,857,650 42.91
Kenya Airways Limited 66,157,350 41.23 66,157,350 41.23
Public ~ 25457,720 15.86 25,457,720 15.88
180,472,720 100.00 160,472,720 100.00

(5)
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PRECISION AIR SERVICES PLC

DIRECTORS’ REPORT (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2018

SHAREHOLDING (CONTINUED)
The distribution of sharsholders as at 31 March 2018 were as follows:

Name of shareholder MNo.ofshares % Shares Tvpe Natlonality
Michael N. Shirima 68,857,650 4291% Individual Tanzanlan
Kenya Alrways Ltd 66,157,350 41.23% Corporate Kenyan
Precision Air Employee Share Option Scheme 1,765,300 1.10% Corporate Tanzanlan
Damas Dismas Karnan| 475,700 0.30% Individual Tanzanlan
Fahad Saleh Nahdi 421,000 0.26% Individual Tanzanian
Shinyanga Emporium {1978) Ltd 400,000 0.25% Corporate Tanzanlan
Tanzanla Standard (News Papers) Lid 300,000 0.19% Corporats Tanzanlan
Quality Group Ltd 210,500 0.13% Corporate Tanzanlan
Ra] Chintan Kakkad 200,000 0.12% Minor Tanzanlan
Shilpa Pratish Kakkad 200,000 0.12% Individual Tanzanian
Chintan Maganial Kakkad 200,000 0.12% Individual Tanzanlan
Dhiraj Chintan Kakkad 200,000 0.12% Individual Tanzanian
Pratish Maganlal Kakkad 200,000 0.12% Individual Tanzanlan
Than Investments Ltd 200,000 0.12% Corporate Tanzanlan
NICOL (T) Ltd 200,000 0.12% Corporate Tanzanlan
Others individually holding less than 0.12% 20,485,220 12.76%
180,472,720 100.00%

COMPOSITION OF THE BOARD OF DIRECTORS

The Directors of the Company who served during the year and to the dats of this report were:
Name Tltie Age Natlonality
Mr Michael N. Shirima Chaiman 74years Tanzanian
Mr Vincent M. Shirima Director 42 years Tanzanlan
Mr. Sebastlan Mikosz Director 45years  Polish
Mr. Avelyne Msaki Director 43years Tanzanlan
Mr. Vincent Coste {Resigned 10 August 2018 Director 40 years Kenyan
Ms. Hellen Muthoni Mathuka (Jolned 20 March 2018) Diractor 44 yoars Kenyan
Mr. Abdulrahman Omar Kinana (Jolned 18 April 2018) Director 67years Tanzanla
Mr Ron Schipher (Appointment Revoked 20 March 2018) Director 71years Dufch
Mrs Elizabeth Minde Resigned 15 Feb 2018 Director 68years  Tanzanian
Mr. Juflus Ngunu Thalru (Appointed on 1 September 2018) Dilrector 43years Kenyan

The Group Company Secretary during the year was Mr. Migire Migire.
DIRECTORS’ INTEREST IN THE SHARES OF THE COMPANY

As shown in ftem 14 above, Mr. Michael N. Shiima holds 42.91% of the Company’s issued ordinary share

capital. None of the other directors holds an Interast In the company.
DIRECTORS' EMOLUMENTS

Details of directors ‘emoluments are shown In Note 25(b} of the financial statements.
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PRECISION AIR SERVICES PLC

DIRECTORS’ REPORT (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2018

ORGANISATION STRUCTURE

The Management of the Group Is under the Group Managing Director & CEO and Is organised in the following
functions:

Managing Director's Office

Flnance

Commerclal Strategy and Network planning
Human Resources and Administration
Flight Operations

Information Systems

Technical and Englnesring

Ground Operations

Quallty & Safety

Legal

Internal Audit

KEY MANAGEMENT PERSONNEL OF THE GROUP

The key management personne! who served the Group during the year ended 31 March 2018 were:

Ms Sauda Rajab - Group Managing Director & CEQ

Mr Elly Osewa = Head of Finance and Information Systems

Mr Robert Owusu - Head of Commercial and Ground Servicss

Ms Reynada Sikira - Head of Human Resources

Mr Ngambi Mamuya = Head of Operations (Resigned on 30" March 2018)
Mr Peter Fiwa - Head of Operations (Appointed on 1% April 2018)
Mr Gennaro Sicureza - Head of Technical (Retired on 31%March 2017)

Mr Pablo Alves Head of Technical ( Appointad on 1% September 2017
Mr Patrick Mwanri - Head Quallty and Safety

Ms Anale John = Head of Intemal Audit

Mr Migire Migire - Chlef Legal Counsel and Company Secretary

None of the above mentioned directors are members of the Company's Board of Directors.
ACCOUNTING POLICIES
The annual financial statsments are prepared on the underlying assumption of a going concem.

The Company’s significant accounting policies, which are laid out under note 3 of the financlal statements are
subject to an annual review to ensure continuing compliance with International Financlal Reporting Standards.

INVESTMENTS

Precislon Handling Limited was Incorporated In Tanzanla during the year 2010 and 89% of its share capital is
held by the Company. The subsidiary provides ground handling services to Precision Alr Services Limited and
Is yet to obtain a licence to serve other third party aldines. The subsldiary's share capltal is yet to be allotted
and paid In as the licence to serve third parties is yet to be obtalned.

ACQUISITIONS AND DISPOSALS

There was no material disposal or acquisition of business during year 2018 {2017: Nil). Acquisitions and
disposals of property and equipment are disclosed on Note 13 of the financlal statements.

POLITICAL AND CHARITABLE DONATIONS

There were no contributions to community projects and other charitable organizations during the year (2017:
TZS 4.4 Million). No political donations were made during the year (2017: NII).

@)



PRECISION AIR SERVICES PLC

DIRECTORS’ REPORT (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2018

EMPLOYEES' WELFARE
Management and Employees’ Relationship

A healthy relationship continues to exist betwsen management and employees. There wers no unresolved
complaints received by Management from the employees during the year.

The Group Is an equal opportunity employer. It gives equal access to employment opportunities and ensures
that the best available person is appointed to any given position, free fram discrimination of any kind and without
regard fo factors like gender, marital status, tribe, religion or disability.

Tralning Facllities

The Group sponsors its employeas for both short and long term courses within and outside the country in varlous
disciplines depending on the corporate needs and finandlal rescurces avallable.

Madical Assistance

The Group provides medical care to all smployees under its medical scheme. Benevolence expenses are also
covered in the employes welfare program. The Company has taken an insurance policy for workman's
compensation and life Insurance for all staff on permanent and contract terms.

Financlal Assistance to Staff

Financial assistance Is available to all employees depending on the assessment of and the discretion of
management as to the need and clrcumstances. Financlal assistance and salary advances are provided on
case-by-case basls.

Retirement Benefits

All of the Group employees are members of either the National Social Security Fund ("NSSF™), Parastatal
Pension Fund ("PPF™), Public Service Penslon Fund ("PSPF”), Local Authorities Pensien Fund ("LAPF™) or
Govemment Employees Provident Fund (“GEPF").PPF, PSPF,LAPF and GEPF have now merged to form
Public Service Saoclal Security Fund (PSSSF) which was established under the Public Social Service Act, 2018.
The Group and employees both contribute 10% of the employees’ gross salaries to the pension schemes.

The Group's employment terms are regularly reviewed to ensure they continue to meet statutory compliance
and market conditions. The Group communicates with its employees through regular management and staff
meetings and through clrculars. The Group has continued to malntain a conducive working environment In terms
of providing sultable work place, offices and washrooms.

The number of employees in the Group at the end of year totalled 358 as compared to 436 at the end of year
ended 31 March 2017,

GENDER PARITY

The Group Is an equal opportunity employer. It gives equal access to employment opportunities and ensures
that the best avallable psrson is appointed to any given position free from discrimination of any kind and without
regard to factors llke gender, merital status, tribes, religion and disabliity which does not impalr abllity to
discharge duties. As at 31 March 2018, the Group had 233 (85%) male and 123 (35%) female employees (2017:
277 (64%) male and 159 (36%) female employses).

DISABLED PERSONS

It remains the Group’s policy to accept disabled persons for employment for those vacancies that they are able
to fill. Opportunliies for advancement are provided to each disabled person when a sultable vacancy arises
within the organization and all necessary asslstance Is given with inltial tralning. Where an employee becomes
disabled during the course of his or her employment, the Group will sesk suitable altemate employment and
necessary training thereof. The Group’s policy is not discriminatory against people with regards to race, gender,
religion or disability

(8)
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PRECISION AIR SERVICES PLC

DIRECTORS’' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2018

STATEMENT OF CORPORATE GOVERNANCE
“Corporate governance is the process by which companies are directed, controlled and held to account”.

The Board of Directors of Precision Alr Services Plc is responsible for the govemance of the Group and le
accountable to the Shareholders for ensuring that the Group complies with the law and the highest standards
of corporate govemnance and business ethics. The Directors attach great importance to the need fo conduct the
business and operations of the Group with Integrity and in accordance with generally accepted corporate
govemance practice and endorse the Intemationally developed principles of good corporate govemnance.

Board of Directors

The full Board meets at least four imes a year. The Directors are given appropriate and timely information so
that they can malntein full and effective control over strategic, financlal, operational and compllance Issues.
Except for direction and guidance on general policy, the Board has delegated authority for conduct of day-to-
day business to the Managing Director who Is also the Chief Exscutive Officer (CEQ). The Board nonstheless
retains responsibility for establishing and maintalning the airline’s overall internal control of financlal, operational
and compliance Issues.

All seven members of the Board are non-executive including the chalrman of the Board.
Commitiees of the Board

The Board has one standing committee, namely Audit Committee of the Board, which meets regularly under the
terms of reference set by the Board. The committee mests four times a year or more as necessary. Its members
comprise Mr. Avelyne Msaki (Chalrman),Mr. Vincent M. Shiima and Ms. Hellen Mwarir. Its responsibiliies
include review of the financlal statements, compliance with Accounting Standards, llalson with the external
auditors, remuneration of the external auditors, and maintaining oversight on intemal control systams. The Head
of Intemal Auditor, Head of Finance and Information Systems and Managing Director / Chief Executive Officer
attend all meetings of the committes. The extemal auditors attend the meetings on Invitation.

Internal controls

The Group has defined procedures and financlal controls to ensure the reporting of complete and accurate
financial information. These cover systems for obtalning authority for major transactions and for ensuring
compliance with laws and regulations that have significant financial Implications. Procedures are also In place
to ensure that asssts are sublect to proper physical controls and that the Group remains structured to ensure
appropriate segregation of duties.

In reviewing the effectiveness of the systems of Intemal control, the Board takes Into account the results of all
the work carred out to audit and review the activities of the Group. A comprehensive management accounting
system is In place providing financlal and operational performance measurement Indicators. Weekly and
monthly meetings are held by the management to monlitor performance and to agree on measures for
Improvement.

Cods of sthics

The Group is committed to the highest standards of integrity, behaviour and ethics In dealing with all its
stakeholders. All employees of the Group are expected to avold activities and financlal Interests that could clash
with their responsiblilities to the alriine.

Directors' emoluments and loans

The aggregate amount of emoluments pald to Directors for services rendered during the financial year 2018 are
disclosed In Note 25 (b) of the financlal statements. Nelther at the end of the financlal year nor at any time during

the year was there any arrangement to which the Group is a party, whereby Diractors might acquire benefits by
means of the acquisition of the Company's shares. There were no directors’ loans at any time during the year.

()
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PRECISION AIR SERVICES PLC

DIRECTORS’ REPORT (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2018

CORPORATE SOCIAL RESPONSIBILITY

The Group has identified three key community areas of support in which it participates under the corporate
social responsiblitty program. These are education, assisting orphans and environmental conservation. Curing
the year, there was no corporate soclal responsibliity support that was provided.

SECRETARY TO THE BOARD
The Secretary to the Board Is responsible for advising the Board on legal and corporate govemance mattsrs
and, In conjunction with the Chalrman, for ensuring the efficlent fiow of Information between the Board, its

Committees and Management. All members of the Board and Management have access to his legal advice and
services.

STATEMENT OF COMPLIANCE

The directors’ report has been prepared In full compliance with Tanzania Financial Reporting Standard No. 1
(Directors Report) and constitutes an integral part of the financlal statements.

AUDITOR

The auditor, PricewaterhouseCoopers, has expressed its willlngness to continue in office and Is eligible for
reappointment.

A resolution proposing the reappointment of PricewaterhouseCoopers as audiors of the Company for the perlod
ending 31 December 2018 will be put to the Annual General Mesting.

BY THE ORDER OF THE BOARD
4. 16 Ml 229
Name Michael Shirirme. Date

e Cha t‘r“)cr.r on

,gjf&twh h— b w2019
Name AUb‘ﬁlH Nﬁau Date

Tite ‘Dl peefor
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PRECISION AIR SERVICES PLC

STATEMENT OF DIRECTORS' RESPONSIBILITIES
FOR THE YEAR ENDED 31 MARCH 2018

The Companles Act,No.12 of 2002 requires directors to prepare financlal statements for each financlal year that
glve a true and fair view of the state of affairs of the Group and of the Company ae at the end of the financlal year
and of the Group's and Company's profit or loss for the year. It also requires the directors to ensure that the Group
and Company keep proper accounting records that disclose, with reasonable accuracy, the financlal poslition of
the Group and of the Company. They are also responsible for safeguarding the assets of the Group and of the
Company and hence taking reasonable steps for the prevention and detection of fraud, emor and other
Irregularities.

The directors accept responsibility for the financial statements, which have been prepared using appropriate
accounting policies supported by reasonable and prudent judgments and estimates, In conformity with
Intemational Financlal Reporting Standards (IFRS) and the requirements of the Companies Act, No.12 of 2002,
The directors are of the opinlon that the financial statements give a true and falr view of the state of the financial
affairs of the Group and of the Company, and of the Group's and Company’s performance In accordance with
Intemational Financial Reporting Standards (IFRS).

The directors further accept responsibliity for the maintenance of accounting records that may be relled upon In
the preperation of financlal statoments, as well as designing, Implementing and malntaining intemal control
relevant to the preparation and falr presentation of financial statements that are free from material misstatement
whether duse to fraud or error.

Subject to the comments and the concluslons made In Note 2 of these financlal statoments, the directors strongly
belleve that the Group and Company will remain a goling concem for at least twelve months from the date of this
report.

Slgned on behalf of the Board of Directors by:

)y A b Apwl 20\

Name Mu:hqel. Sl'll'r:mq. Date

Tite Chia l'rferr on

P i || o Apwl 201
Name A‘V@HM Msakf Date

e Directer
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PRECISION AIR SERVICES PLC

DECLARATION OF THE HEAD OF FINANCE
FOR THE YEAR ENDED 31 MARCH 2018

The National Board of Accountants and Auditors (NBAA) according to the power conferred under the Audltors and
Accountants (Reglstration) Act No. 33 of 1972, as amended by Act No. 2 of 1995, requires financial statements to
be accompanled with a deciaration lssued by the Director of Finance responsible for the preparation of financlal
statements of the entity concemed.

it Is the duty of a Professional Accountant to assist the Board of Directors to discharge the responsibliity of preparing
financial statements of an entily showing a true and falr view of the entity's posltion and performance in accordance
with applicable Intemetional Accounting Standards and statutory financlal reporting requirements. Full fega
responsibliity of the preparation of financlal statements rests with the Board of Directors as declared under the
Directors’ Responsibillty statement on page 11.

LDBWIDTON] PXUAN M | belng the Head of Finance of Precision Alr Services Pic hereby
acknowiedge my responsibliity of ensuring that financial statements for the year ended 31 March 2018 have been
prepared In compllance with the Intemational Financlal Reporting Standards (IFRS) and Companies Act No.12 of
2002,

|, thus confirm that the financlal statements give a true and fair view position of Preclsion Alr Services Plc as on that
date and that it hes been prepared based on properly maintained financlal records.

Slgned By:

Name; DBAAS D€DVG M\J\&Sq Date\}o - OYPTUAL -1 ]
Head of Finance

NBAA Membership No. PEPA 222
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Independent auditor’s report
To the Members of Precision Air Services Plc
Report on the audit of the Group and Company financial statements

Our opinion

In our opinion, the Group and Company financial statements give a true and fair view of the Group and Company
financial position of Precision Air Services Plc (the Company) and its subsidiaries (together the Group) as at 31 March
2018, and of the Group and Company financial performance and the Group and Company cash flows for the year
then ended in accordance with International Financial Reporting Standards and the requirements of the Companies
Act, No. 12 of 2002.

What we have audited

The Precision Air Services PlIc’'s Group and Company financial statements as set out on pages 17 to 71 comprise:

e the Group and Company statements of financial position as at 31 March 2018;

e the Group and Company statements of profit or loss and other comprehensive income for the year then ended;
e the Group and Company statements of changes in equity for the year then ended;

e the Group and Company statements of cash flows for the year then ended; and

e the notes to the financial statements, which include a summary of significant accounting policies.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under
those standards are further described in the Auditor’s responsibilities for the audit of the Group and Company 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.
Independence

We are independent of the Group and Company in accordance with the International Ethics Standards Board for
Accountants’ Code of Ethics for Professional Accountants (IESBA Code) and the ethical requirements of the National
Board of Accountants and Auditors (NBAA) that are relevant to our audit of the financial statements in Tanzania. We
have fulfilled our other ethical responsibilities in accordance with the IESBA Code and the ethical requirements of the
NBAA.

Material uncertainty related to going concern

We draw attention to Notes 2 of the financial statements, which shows that:
1. The Group;

e had its current liabilities exceed its current assets at 31 March 2018 by TZS 426 billion (31 March 2017: TZS
418 billion); and that
e it was also in a shareholders’ deficit position at 31 March 2018 of TZS 270 billion (31 March 2017: TZS 249
billion).
2. The Company;

e had its current liabilities exceed its current assets at 31 March 2018 by TZS 426 billion (31 March 2017: TZS
418 billion); and that
e itwas also in a shareholders’ deficit position at 31 March 2017 of TZS 271 billion (31 March 2017: TZS 250
billion).
3. There are significant uncertainties in the profitability and cash flow projections prepared as a basis for adopting
the going concern concept of preparing financial statements.

We also draw attention to Notes 4 (a) to these financial statements which explains that there is no reliable basis for
developing a reliable liquidity risk profile for most of the borrowings as required by IFRS 7.

These conditions, together with the significant uncertainties embodied in management’s plan for ensuring the going
concern status of the Group and Company, as set forth in Note 2 of the financial statements, indicate the existence
of material uncertainties which cast significant doubt on the Group’s and Company’s ability to continue as a going
concern.

13



Independent auditor’s report (continued)
To the Members of Precision Air Services Plc
Report on the audit of the Group and Company financial statements

(continued)

Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the
Group and Company financial statements of the current period. These matters were addressed in the context of our
audit of the Group and Company financial statements as a whole, and in forming our opinion thereon, and we do
not provide a separate opinion on these matters. In addition to the matters described in the “Material uncertainty

related to going concern” section, we have determined the matters described below to be the key audit matters to

be communicated in our report.

Key audit matter How our audit addressed the key audit matter

Revenue recognition — completeness and accuracy of
revenue recorded

There is an inherent risk around the completeness and
accuracy of revenue and sales in advance of carriage
recorded. This arises from the high volume of
transactions, the number of accounts involved in the
transaction flow and the manual interventions between
the  underlying operational  systems and the
general ledger.

Refer to Note 3 (e) on accounting policy on revenue
recognition and Note 6 for disclosures on revenue.

We assessed and tested the design and operating
effectiveness of the Information Technology (IT)
general controls over the general ledger.

We carried out substantive testing on revenue and
sales in advance of carriage for occurrence,
completeness and accuracy.

We obtained and tested the tickets written back into
revenue for appropriateness and accuracy and tested

the journals passed to recognize the write back.

Other information

The directors are responsible for the other information. The other information comprises corporate information,
highlights for the year ended 31 March 2018, directors’ report, statement of directors’ responsibilities and the
declaration of the head of finance which we obtained prior to the date of this auditor’s report, and other information
that will be included in the Annual Report which is expected to be made available to us after the date of this auditor’s
report. Other information does not include the Group and Company financial statements and our auditor’s report
thereon.

Our opinion on the Group and Company financial statements does not cover the other information and we do not and
will not express any form of assurance conclusion thereon.

In connection with our audit of the Group and Company financial statements, our responsibility is to read the other
information identified above and, in doing so, consider whether the other information is materially inconsistent with
the Group and Company financial statements or our knowledge obtained in the audit, or otherwise appears to be
materially misstated.

If, based on the work we have performed on the other information that we obtained prior to the date of this auditor’s
report, we conclude that there is a material misstatement of this other information, we are required to report that fact.
We have nothing to report in this regard.

When we read the other information that will be included in the Annual Report which is expected to be made available
to us after the date of this auditor’s report, if we conclude that there is a material misstatement therein, we are required
to communicate the matter to those charged with governance and request them to take appropriate corrective
measures.
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Independent auditor’s report (continued)
To the Members of Precision Air Services Plc

Report on the audit of the Group and Company financial statements
(continued)

Responsibilities of the directors for the Group and Company financial statements

The directors are responsible for the preparation of the Group and Company financial statements that give a true and
fair view in accordance with International Financial Reporting Standards and the requirements of the Companies Act,
No. 12 of 2002, and for such internal control as the directors determine is necessary to enable the preparation of
Group and Company financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the Group and Company financial statements, the directors are responsible for assessing the Group and
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 directors either intend to liquidate the Group and/or the
Company or to cease operations, or have no realistic alternative but to do so.

The directors are responsible for overseeing the Group’s financial reporting process.

Auditor’s responsibilities for the audit of the Group and Company financial statements

Our objectives are to obtain reasonable assurance about whether the Group and Company financial statements as
a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s 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 will always detect a 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 influence the economic decisions of users taken on the basis of these Group and Company financial
statements.

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

e Identify and assess the risks of material misstatement of the Group and Company financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit evidence
that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit 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
Group’s and the Company’s internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by the directors.

e Conclude on the appropriateness of the directors’ use of the going concern basis of accounting and, based on
the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Group’s and the Company’s ability to continue as a going concern. If we conclude that a
material uncertainty exists, we are required to draw attention in our auditor’s report to the related disclosures in
the Group and Company financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor’s report. However, future
events or conditions may cause the Group and / or Company to cease to continue as a going concern.

e Evaluate the overall presentation, structure and content of the Group and Company financial statements,
including the disclosures, and whether the Group and Company financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

e Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business
activities within the Group to express an opinion on the Group financial statements. We are responsible for the
direction, supervision and performance of the Group audit. We remain solely responsible for our audit opinion.

We communicate with the directors regarding, among other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in internal control that we identify during our audit.
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Independent auditor’s report (continued)
To the Members of Precision Air Services Plc

Report on the audit of the Group and Company financial statements
(continued)

Auditor’s responsibilities for the audit of the Group and Company financial statements (continued)

We also provide the directors with a statement that we have complied with relevant ethical requirements
regarding independence, and to communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with the directors, we determine those matters that were of most significance
in the audit of the Group and Company financial statements of the current period and are therefore the key
audit matters. We describe these matters in our auditor’s report unless law or regulation precludes public
disclosure about the matter or when, in extremely rare circumstances, we determine that a matter should not
be communicated in our report because the adverse consequences of doing so would reasonably be
expected to outweigh the public interest benefits of such communication.

Report on other legal and regulatory requirements

This report, including the opinion, has been prepared for, and only for, the Company’s members as a body in
accordance with the Companies Act, No. 12 of 2002 and for no other purposes.

As required by the Companies Act, No. 12 of 2002, we are also required to report to you if, in our opinion, the
Directors’ Report is not consistent with the financial statements, if the Company has not kept proper
accounting records, if the financial statements are not in agreement with the accounting records, if we have
not received all the information and explanations we require for our audit, or if information specified by law
regarding directors’ remuneration and transactions with the company is not disclosed. In respect of the
foregoing requirements, we have no matter to report.

Patrick Kiambi, TACPA — PP

For and on behalf of PricewaterhouseCoopers
Certified Public Accountants

Dar es Salaam

Date: 30 April 2019
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PRECISION AIR SERVICES PLC

FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

STATEMENTS OF CHANGES IN EQUITY

Group Note 22 Note 22
Issued Share Accumulated Total
Capital premium losses Equlty
TZS '000 TZS "000 TZS '000 TZS 000
Year ended 31 March 2018
At 1 Aprll 2017 3,209,454 10,490,987 {262,283,960) (248,563,519)
Loss for the year - -1 (21,545,586) | | {21,545,588)
Other comprehensive income - - ’ h - -
Total comprehensive loas - - (21,545,586) {21,545,588)
At 31 March 2018 3,209,454 10,490,887 ‘zaalaznlmz 1270l129|105!
Year ended 31 March 2017
At 1 April 2018 3,209,454 10,400,087 {235,041,795) {221,341,354)
Loss for the year - - (27.242,165)“ (27,242,1865)
Other comprehensive Income - - - -
Total comprehensive loss - - (27,242,165) (27,242,185)

At 31 March 2017 3,209,454 10,480,987 {262,283,960) {248.583.619)
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PRECISION AIR SERVICES PLC

FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

STATEMENTS OF CHANGES IN EQUITY (CONTINUED)

Company Nots 22 Note 22
lssued Share Accumulated Total
Capital Rremiym loaces Equity
TZS '000 TZS '000 TZS '000 TZS 000
Year ended 31 March 2018
At 1 April 2017 3,209,454 10,490,987 {263,202,981) {249,502,540)
Loss for the year - - (21,406,454) (21,408,454) |
Other comprehensive Income - - - -
Total comprehensive ioss N - - (21,400,454) {21,406,454)
At 31 March 2018 3,200.454 10,480,887 12%60%435! (270,808,894)
Year ended 31 March 2017
At 1 April 2016 3,200,454 10,490,987 (233,401,930) (219,701,489)
Loss for the year -] - (29,801,051) | (29,801 .051T|
Other comprehensive Income L =l =1 | ull =
Total comprehensive loss - - (28,801,051} {29,801,051)
At 31 March 2017 3209454  10.480.987 (263,202,981) (249,502 6540

(21)



PRECISION AIR SERVICES PLC
FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 MARCH 2018

STATEMENTS OF CASH FLOWS

Operating activities
Loss before incoms tax

Adlustments for:

Depreciation of property and equipment
Galn on disposal of property and
equipment

Amortlsation of intanglble assets
Interest on borrowings

Other non cash expenses

Impalrment of / (Reversal of Impairment
loss) of property and equipment
Reversal of falr value loss

Net cash before working capltal
changes

J/
Inventories
trade and other recslvables
prepayments
trade and other payables
Provisions
sales in advancs of carriage
Cash generated from operations
Income tax paid

Net cash from operating actlvities

Investing activities

Acquisition of computer software
Aircraft security deposit — pald
Alrcraft security deposit — refunded
Proceeds from sale of property and
equipment

Purchase of property and equipment

Net cash used In Investing activities

Financing activities

Repayment of borrowings

=Interest

-princlpal

-Proceeds from borrowings

Net cash used In financing activities
Nst Increase/ (decrease) in cash and
cash equivalents

Net realised foreign exchange on cash
and cash equivalent

Cash and cash equivalents at start of
the year

Cash and cash equivalents at year
end

Note Group Group Company Company
21 March 31 March 31 March 31 March

2018 2017 2018 2017

TZS 000 TZS 000 TZS 000 TZS 000
{21,088,642) {26,940,534) {20,059,510) {29,499,470)

13 26,383,798 23,540,126 206,244,000 23,343,921
8 {11,002) (16,801) (11,002) {16,901)
14 114,727 102,745 114,727 102,745
1 20,848,515 20,676,997 20,848,515 20,876,897
- 451,054 - -

13 1,025,824 {10,337,838) 1,025,824 (10,337,838)
4 = {8,738,525) - {9,738,525)
27,261,130 2,262,926 27,261,454 (5.469.071)
710,373 {1,497 ,477) 710,373 (1,497,477)
{1,468,739) 394,960 {1,416,160) 3,610,483
{83,390) {98,183) {83,390) (98,183)
(8,607,827) {641,722) (8,807,827) (650,933)
18,235,712 7,736,372 18,235,712 7,736,372
{7,039,580) 12,829,627 039,580 12,829,627
28,007,679 16,460,651 28,080,582 16,460,798

21(a) (400,000} (272,252) (400,000) (272,261)
27,607,679 16,188,399 27,660,582 16,188,547

14 (163,758) {360,986) {163,763) (960,986)
16 (543,081) - {543,881) -
16 - 2,413,023 - 2,413,023
11,002 16,801 11,092 16,901

13 _(14,792,153) {11,081,458) (14,792,152) {11,081,458)
18 500 (8,012,620) {15,488,504) {9,012,520)
{4,479,408) (2,333,120) (4,479,408) (2,333,120)
{4,574,208) (6,020,307) {4,574,208) (5,020,307)
1,798,982 - 1,798,002 -
(7,254,624) (7,353 427) (7,254,624) {7,353,427)
4,864,555 {177,548) 4,917,454 (177.400)

114,815 63,805 114,815 64,022

(11,200,000) (11,086,257) (11,252,899) (11,139,521)
2 __(62200%0)

{11,200,000)

(8,220,630)

{11,252,899)
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PRECISION AIR SERVICES PLC

FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

NOTES (CONTINUED)

CORPORATE INFORMATION

The Company Is incorporated in Tanzania under the Companies Act, No. 12 of 2002, as a limited llabliity Company
and it Is domiciled In Tanzanla. The Company’s shares are publicly traded at the Dar es Salaam Stock Exchange. The
wholly owned subsidlaries, Precision Handling Limitsd and Preclse Systems Limited were Incorporated In Tanzanla
during the year 2010 and 2011 respectively and 99 % of their share capital Is held by the Company. Precislon Handling
Limitsd provides ground handling services to Precision Alr Services Plc and Is yet to obtain a licence to also serve
other sirlines and Precise Systems Limited used to distribute the Galliso Reservation gystem to Alrlines and Travel
Agents in Tanzania. Preclse systems Is currently dormant.

The reglstered office Is New Safari Hotel, Boma Road, P. O. Box 1638, Arusha Tanzanla. Principal place of business
Is Dlamond Plaza, Mirambo Strest, P. O. Box 70770, Dar es Salaam Tanzanla.

Principal activitles

The principal activitles of the Company are reglonal and domestic alr carrage of passengers and cargo. The princlpal
activity of Precision Handling Limited Is the provision of ground handling services while that of Precise Systems Limited
is to provide computerized reservation system to alfines and travei agents.

GOING CONCERN

The Group hed its current liabliitles exceed Its current assets at 31 March 2018 by TZS 428 billion (31 March 2017:
TZS 418 billion) and it was also in a shareholders' deficit position at 31 March 2018 of TZS 269 billlon (31 March 2017:
TZS 249 billion).

The Company had its current iabllities exceed Its current assets at 31 March 2018 by TZS 426 billon {31 March 2017:
TZS 418 billion) and It was also in a shareholders’ deficit position at 31 March 2018 of TZS 271 billlon {31 March 2017:
TZS 250 blltlon).

The directors take note of the fact that continued operating losses, net current liability position, shareholders’ deficit
position, maturing debt obligetions (including significant liabliities In amears) and cash flow constraints present a
material uncertainty that may cast doubt on the Group's and Company’s abliity to contlnue as a going concern and
henca Its abiiity to realize Its assats and discharge its liabliies In the normal course of businass.

The directors further take note of the fact that given the defaults and arrears on borrowings, the covenants applying to
the loan agreements have not been honoured and therefore the lenders have the right to recall the sald facilities. Thus
the full amounts have been classifled as current liablliities.

The directors however remaln confident that the Group and Company will remaln a going concam over the next 12
months. In making this assessment the directors have coneidered in detall all pertinent facts as outlined below:

a. A thorough review of the budgetary and forecasting process to ensure that appropriate assumptions have been
consldered in developing the Group’s forecast.

b. Consideration of the timing and uncertainty of the cash flows to reflect the underlying maturity of the liabllitles and

assets.

A review of the Group's loan agreements and bomowing covenants - renegotlation of the alrcraft loan and

restructure the entire balance sheet.

Conslideration of the Group's financial adaptablilty.

Review of possible exposures to contingent liabllities.

Review of the Group's risk mitigation practices and their adequacy for business related risks such as interest

rates, currency exchange rate risk and credit risk.

Continuous Improvement and tightening of credit controls to minimize credit losses.

Review of other considerations relevant to business continulty such as maintenance of key suppliers and

customers; meintenance of stable labour work force and key staff.

Review of the stabillity of the Group's cost structure.

Key areas of focus that Include:

* Review the entlre network and create a mini HUB concept. This would Improve the frequencles count and
Increase the number of available seats and also optimise the competitive range of the aircraft.

e  Continue operationallzation of the company's Strategic Thrust with the nine(9) focus areas Into tangible action
areas (232 in total) for visibliity and accountability In Implementation with clear timslines- reviewed and
measured on a monthly/quarterly basls.

¢ More selling on the online platform to improve the product distribution and reduce distribution costs.

(23)
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PRECISION AIR SERVICES PLC

FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

NOTES (CONTINUED)

GOING CONCERN (CONTINUED)

» Conclude the Precislon/ Kenya Alrways Joint venture (PW/KQ JV) agreement on the key routss le.
NBO/DAR, NBOAJRO & NBO/ZNZ,

*  Launch the domestic Tanzanla and Kenya codeshares for KQ/PW for Increased feed/defead purposes.

» Pursue generation of additional revenues through active sell of the Maintenance Repalr Overhaul MRO
sarvices.

¢ Pursue additional revenue generation through the set-up of the ATO (Alrline Training Organization} and
Increase the required skills sets In the country.

»  Continue to persue restructuring of the alrcraft loan facility and entire balance sheet, and

«  Continuous engagement of creditors to agree on payment plans based on paying abllity of the company and
In line with projected cash flows.

For the year ended 31 March 2018 the directors and management took the following measures to address and mitigate
the above conditicns:

Conducted a thorough assessment and review of the market (both domestic and regional), competition and
competition trends and strengths and the potential impact. Directors are convinced that both the domestic
Tanzanlan market and the regional market present vast business opportunities that it can tap Into by Improving lts
production capaclity and product offering.

Continued to review and monitor the action plans as outlined In the Revised 5 year sirateglc plan and the budget
for the 9 months ending 31 December 2018.

o  Review the entire network and create a minl HUB concept. This would Improve the frequencles count and
Increase the number of avallable seats and also optimise the competitive range of the aircraft.

o  Improve production capacity by pursulng overhaul of the engines and recovery of BER engines In order to
secure operations of a minimum of 7 aircraft (to increase to 8 by 2020) - ensuring reliabliity and superior
product offering thereby getting an opportunity to attract more and higher ylelding passengers.

o Continue relentiess focus on cost control and pursult of efficlencles across all operating cost drivers,
particularty In fiight operations, technical and ground operations and all procurement spend.

o  Deepen the focus on altemnative revenue streams into active sell of MRO services and set up of ATO (Alriine
Tralning Organization}).

Enhanced working relationship with partners for guaranteed supply of key operational services such as fuel and
technical spares for maintenance, arrangement with Malntenance Repair Overhaul (MRO) for continued overhaul
and recovery of engines through an instalment payment plan.

Closure and ssttiement of some of the old debts through workable payment plans and negotlations.

Pursue waiver of penaltles and Interest from lenders and other creditors. Already a walver has been granted from
the Government for some catsgory of taxes.

For the year ending 31 March 2019, the following were the key sources of the uncertainities mentioned above:

a)

b)

c)

Passenger numbers of 513,985 to be camled for the year ending 31 March 2019 compared to actual passenger
number of 474,247 for the year ended 31 March 2018. Passenger numbers carried for the 9 months to 31
December 2018 were 365,892 agalnst a budget of 393,329,

Achievement of significant cost reductions Including:

» Fuel costs — USD 508 per block hour for the year ending 31 March 2019 compared to USD 503 for the year
ended on 31 March 2018. For the pericd ended 31 December 2018, the actual costs are USD 580 per unit
against a budget of USD 508.

* Commission expenses — USD 3.3 per passenger for the year ending 31 March 2019 compared to USD 3.3
for the year ended on 31 March 2018. and USD 3.4 for the © months to December 2018 against a budget of
usD 3.2.

» Distribution costs — Budgeted at USD 8.5 per passenger or the year ending on 31 March 2019 compared to
actual distribution costs of USD 8 for the year ended on 31 March 2018 and USD 8 for the 8 months to
December 2018 against a budget of USD 7.

Achlevement of significant working capltal Improvements beyond current levels.
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2. GOING CONCERN (CONTINUED)

d)

o)

g)
h)

Successful conclusion of negotiations of debt {Including arrears) repayment plans with lenders and other credttors.
The principal and Interest payments included In the cash flow projections In respect of bomowings are based on
the projected cash generating abllity of the Group rather than the contractua) terms.

Waiver of penalties and interest by lenders and other creditors.

Through monthly legal notices, the lenders have been demanding for Pracigion Alr Services Plc to Immediately
settie all amounts in arrears as well as notifying them of their intention to exercise all their rights under the
borrowing agreements including but not imited to the termination: of the sircraft leases and seeking compensation
for liquidated damages.

Impact of foreign currency exchange rate movements on the 2018/19 financial performance, financial position and
caeh flow projections which are prepared In USD.

Projected cash generation of USD 7.4 milllion as at 31 March 2019. The cash generated from operations for the 8
months to 31 December 2018 Is USD 9.4 million against a budget of USD 11.7 million.

The Impact of the new standards that come into effect for annual periods beginning on or after 1 January 2018
(IFRS 9 and IFRS 15) have not been factored Into the forecasts as the directors are still aseessing thelr Impact.

After due consideration of the opportunities available in the market and the planned measures as outiined above, the
directors strongly believe that the Group and Company will have adequate resources and have arrangements In place
to ensure continued operational existence in the next 12 months and thus continues to adopt the going concern basis
for the preparation of the financial statements.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies adopted In the preparation of these financial statements are set out below. These
policles have been consistently applied to all years presented, unless otherwise stated.

(a) Basls of preparation

The financlal statements have been prepared In accordance with Intemnational Financial Reporting Standards
(IFRS).The financlal statements have been prepared under the historical cost convention unless otherwise specified
in the accounting policles below. The financlal statements are presented in Tanzanlan Shilings {T2S), rounded to the
nearest thousand.

The preparation of financlal statements In conformity with !FRS requires the use of certain critical accounting estimates.
It also requires management to exercise Its Judgement in the process of applying the group's accounting policies. The
areas Involving & higher degree of judgement or complexity, or where assumptions and estimates are significant to the
financlal statements, are disciosed In Note 5.

Changes In accounting policles and disclosures
(1) New and amended standards adopted by the Group

The following standards and amendments have been applied by the Group for the first ime for the financial year
beginning 1 April 2017:

Amendments to IAS 7-Disclosure Initlative. Golng forward, entities will be required to explain changes In thelr lizbilities
arising from financing activities. This includes changes arising from cash flows (eg drawdowns and repeyments of
borrowings) and non-cash changes such as acquisitions, disposals, accretion of Interest and unrealised exchange
differences. Changes In financlal assets must be Included in this disclosure If the cash flows were, or will be, Included
In cash flows from financing acfivities. This could be the case, for example, for assets that hedge llabilities arising from
financing liabilities. Entlties may Include changes In other items as part of this disclosure, for example by providing a
‘net debt’ reconciliation. Howaver, In this case the changes in the other items must be disclosed separately from the
changes in liabllities arising from financing activities. The Information may be disclosed In tabular format as a
reconciliation from opening and closing balances, but a specific format is not mandated. The amendments are effective
for annual perlod beginning on or after 1 January 2017 and earller application Is permitied. Based on Its adoption,
there were no significant impact on the financial statements of the Company.

Recognition of Deferred Tax Assets for Unrealised Losses — Amendments to IAS 12 - Amendments made to IAS 12
In January 2016 clarify the accounting for deferred tax where an asset is measured at fair vaiue and that falr value is
below the asset's tax base. Specifically, the amendments confirm that:

s A temporary difference exists whenever the carrying amount of an asset Is less than its tax base at the end of
the reporting perlod.

*  An entity can assume that It will recover an amount higher than the camying amount of an assat to estimate its
future texable profit.

»  Where the tax law restricts the source of taxable profits against which particular types of deferred tax assets can
be recovered, the recoverabliity of the deferred tax assets can only be assessed In combination with other
defarred tax assets of the same type.

e  Taxdeductions resulting from the reversal of deferred tax assets are excluded from the estimated future taxable
profit that Is used to evaluate the recoverabllity of those assets.

The adoption of these amendments did not have any Impact on the current period or any prior period and Is not likely
to affect future periods.

(1) New standards and Interpretations not yet adopfed

A number of new standards and amendments to standards and Interpretations are effective for annual periods

beglnning after 1 January 2017, and have not been appfied in preparing these financial statement. None of these Is
expected to have a significant effect on the financial statements of the Company, except the following set out below.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
(a) Basis of preparation (continued)
Changes in accounting policles and disclosures (continued)

(1) New standards and interpretations not yet adopted

IFRS 9, ‘Financial instruments', addresses the classificatlon, measurement and recognition of financlal assets and
financial liabilities. The complete version of IFRS 9 was Issued In July 2014.It replaces the guidance In IAS 39 that
relates to the classification and measurement of financlal Instruments. IFRS 9 retains but simplifies the mixed
measurement model and establishes three primary measurement categories for financlal asssts: amortised cost, fair
value through OCI and fair value through P&L. The basis of classification depends on the entity’s business model and
the contractual cash flow characteristics of the financial assst. Investments In equity insiruments are required to be
measured at fair value through profit or loss with the Irmevocable option at Inception to present changes in falr value in
OClI not recycling. There is now a new expected credit losses model that replaces the incurred loss impalment model
used In IAS 39. For financlal liabilities there were no changes to classification and measurement except for the
recognition of changes in own credit risk In other comprehensive income, for liabillties designated at fair value through
profitor loss. IFRS 9 relaxes the requirements for hedge effectiveness by replacing the bright line hedge effectivencas
tests. It requires an economic relationship between the hedged ltem and hedging instrument and for the ‘hedged ratio’
to be the same as the one management actually use for isk management purposes.

Contempcraneous documentation Is still required but is different to that currently prepared under IAS 39. The standard
is effective for accounting perlods beginning on or after 1 January 2018. Early adoption Is permitted. The directors are
currently assessing the Impact of the standard.

IFRS 15, 'Revenue from contracts with customers’ deals with revenue recognition and establishes principles for
reporting useful Information to users of financlal statements about the nature, amount, timing and uncertainty of
revenue and cash flows arising from an entity's contracts with customers. Revenue Is recognised when a customer
obtains control of a good or service and thus has the abllity to direct the use and obtaln the benefits from the good or
service. The standard replaces IAS 18 'Revenue’ and IAS 11 ‘Construction contracts’ and related interpretetions. The
standard Is effective for annual periods beginning on or after 1 January 2018 and earller application is permitted. The
directors are currently essessing the Impact of the standard.

IFRS 18,'Leases’ After ten years of joint drafting by the IASB and FASB they declded that lessees should be
required to recognise assets and liabllities arising from all leases (with limited exceptions) on the balance sheet.
Lessor accounting has not substantially changed in the new standard.

The model reflects that, at the start of a lease, the lessee obtalns the right to use an asset for period of time and has
an obligation to pay for that right. In response to concerns expressed about the cost and complexity to apply the
requirements to large volumes of small assets, the IASB declded not to require a lesses to recognise assets and
liabliles for short-term leases (less than 12 months), and leases for which the underlying asset is of low value {such
as laptops and office furniture).

A lessee measures lease liabllities at the presert value of future lease payments. A lessee measuros lease assets,
Initialiy at the same amount as lease llabilities, and also Includes costs directly related to entering into the lease. Lease
assets are amortised In a similar way to other assets such as property, plant and equipment.

This approach will result in a more faithful representation of a lessee's assets and llabilities and, together with
enhanced disclosures, will provide greater transparency of a lessee’s financlal leverage and capital employed.One of
the implications of the new standard is that there will be a change to key financial ratios derived from a lessee’s
assets and llabliities (for example, leverage and performance ratios).

IFRS 18 supersedes IAS 17, ‘Leases’, [FRIC 4, ‘Determining whether an Amangement contains a Lease’, SIC 15,
‘Operating Leases — Incentives’ and SIC 27, 'Evaluating the Substancs of Transactions Involving the Legal Form of a
Lease'. The standards is effective for annual periods beginning 1 January 2019. Early adoption Is permitted only if
IFRS 15 Is adopted at the same time. The directors are currently assessing the Impact of the standard.

There are no other IFRSs or IFRIC interpretations that are not yst effective that would be expected to have a material
impact on the Group.
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
{b) Consolidation — Subsidlaries

Subsidiaries are all entities (including structured entities) over which the Group has control. The Group controls an
entity when the Group is exposed to, or has rights to variable retumns from Its Involvement with the entity and has the
abllity to affect those retums through its power over the entity. Subsidiarles are fully consolidated from the date on
which control is transferred to the Group. They are daconsolidated from the dats that control ceases.

{c) Forelgn currency translation

(1) Functional and presertation currency

ltems Included In the financlal statements are measured using the currency of the primary economic environment In
which each of the Group the entities operates (the functional currency’). The financial statements are presented In
Tanzanlan Shillings ("TZS") which Is the functlonal currency of each of the Group entitities and Group's presentation
currancy.

{#f) Transactions and balences

Foreign currency transactions are transiated Into Tanzanlan Shillings using the exchange rates prevalling at the
dates of the traneactions. Monetary assets and llabliitles at the statement of financial position date, which are
expressed in foreign currencies, are translated Into Tanzanlan Shillings at the rates ruling et that date.

Forelign exchange gains and losses resulting from the setlement of such transactions and from the translation at
year-end exchange rates of monetary assets and labllites denominated in foreign currencles are recognlsed in
profit or logs.

Foreign exchange gains and losses that relate to borrowings, payables, recelvables, cash and cash equivalents
and all other foreign exchange gains and losses are presented in the Income statement within ‘Loss on forelgn
cumrency exchange’

(d)} Current versus non-current classification

The Group presents assots and llabllities in the statement of financlal position based on curreni/non-current

classification. An asset Is classified as current when i Is:

) Expected to be reallsed or intended to be sold or consumed In its normal operating cycle

. Held primarily for the purpose of trading

° Expected to be reallsed within twelve months after the reporting perlod, or

° Cash or cash equivalent unless restricted from being exchanged or used to settle a llablity for at least
twelve months after the reporting period

All other assets are ciasslified as non-current

A liabillity is current when:

. Itis expected to be ssitled in Its normal operating cycle

. It Is held primarily for the purpose of trading

® It is due to be settled within twelve months after the reporting period, or

o There is no unconditional right to defer the settiement of the llability for at least twelve months after the
reporting period

The Group classifiss all other liablliies as non-current. Deferred tax assets and liabilities are classified as non-
current assets and lablilies.
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

{e) Revenue

Passenger ticket and cargo airway bills, net of discounts, are recorded as current flabliities in 'sales In advance of
carriage’ account. When the transportation service is provided, the corresponding amounts are iransferred to
revenue from ‘sales In advance of camiage’ account.

Commission costs are recognized at the same time as the revenus to which they relate and are charged to cost
of sales.

The Group has a program to reward its passengers which Is designed to award the frequent flying passengers
with free or discounted services. The level of bonus points eamed by passengers under the reward program
detsrmines the reward they are entitled to. The Group accounts for the cbligation to provide free or discounted
services offered to the passengers under the reward program using the Incremental costs method, The estimated
incremental cost to provide free or discounted services Is recognized as expenses and accrued as a cument
llabliity when passengers are entitied to bonus points.

When passengers redeem awards or their entitiements expire, the incremental cost liabllity Is reduced accordingly
to reflect the outstanding obligations.

Unutillzed expired tickets are recognized as revenue when the holder of the tickst is no Ienger entitled to the
refund. All other revenues are recognised at the time the service is provided.

Dividend income from investments Is recognized when the Group's rights to receive payment as a shareholder
have been established.

{f) Inventories
Inventories are valued at the lower of cost and net reallzable value. Cost Is determined on a First in First Out
{FIFO) basis and Includes transport and handiing charges. Provision is made for obsolete, slow moving and

defective stocks. Net realizable value is the estimated selling price In the ordinary course of business less the
estimated costs of completion and the estimated costs necessary to make the sale.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {CONTINUED)
(g) Property and equipment

Property and equipment are stated at cost less accumulated depraclation and accumulated Impalrment. Work In
progress Is statad at cost less accumulated Impalrment, and Is transferred to the respactive category of property and
equipment when It is avallable for use. Work In progress Is not depreciated. The cost of work In progress Includes
the borrowing costs for long-term construction projects If the recognition eriteria are met.

Subsequent costs are included in the assst's carrying amount or recognised as a separate asset, as appropriate, only
when It is probable that future economic benefits assoclated with the item will fiow to the Group and the cost of the
item can be measured rellably. Major repalrs of aircraft components — alrframe, engines and landing gears are Initiafly
capitalized and depreciated on usage patterns up to the next overhaul.

Routine maintenance costs Including annual airframe checks are written off to proftt or loss in the accounting perod
In which they are incurred.

Depreciation Is calculated on a siralght-line basis, at annual rates estimated to write off canrying values of the assets
over their expected useful lives. The annual depreciation rates In uss are:

%
Aircraft* 8.75
Motor vehicies 20.00- 25.00
Computers 2500-33.33
Fumiture, equipment and structures 12.50 25.00
Structures 4.00- 25,00

*For alrcraft components the depreciation is on usage basis up to next overhaul.

The assets’ residual values, useful lives and methods are reviswed and adjusted prospectively if appropriate at each
financial year end. An asset's carrying amount is written down immediately to its recoverable amount if the agset's
carrying amount Is greater than its estimated recoverable amount.

An item of property and equipment is derecognised upon disposal or when no future economic benefits are expected
from its use or disposal. Any gain or loss arising on derecognition of the asset Is Included in profit or loss In the year
the asset Is derecognised.

{h) Leases
Leases In which a significant portion of the risks and rewards of ownershlp are retelned by the lessor are classlified
as operating leases. Payments made under operating leases (net of any incentives recelved from the lessor) are

charged to the income statement on a straight-line basls over the pericd of the lease. Most of the operating leases
by the Company are for the rent for office and outstations occupled and engines when needed.
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
(1) Intangible assets — Computer software

Intangible assets are measured on initial recognition et cost. Directly attributable costs that are capitallsed as part of
the software product include the software development employes costs and an appropriate portlon of relevant
overheads. Other development expenditures that do not meet these criteria are recognised as an expense as
incurred. Following Initlal recognition, Intangible assets are carrled at cost less any accumulated amortisation and
any accumulated Impairment.

The useful lives of intanglble assets are assessed to be finite. Intanglble assets with finite lives are amortised over
the ussful economic life and assessed for Impairment whenever there Is an Indication that the Intangible asset may
be Impalred. The annual rate of amortisation which has been consistently applied is 20%.

The amortisation period and the amortisation method for an Intangible asset are reviewed at least at each financlal
year-end. Changes In the expected usetul Iife or the expected pattem of consumption of future economic benefits
embedied in the asset are accounted for by changing the amortisation period or method, as appropriate, and treated
as changes in accounting estimates. The amortisation expense on Intangible assets Is recognised in profit or loss.

Gains or losses arlsing from derecognition of an Intangible asset are measured as the difference between the net
disposal proceeds and the carrying amount of the asset and are recognised in profit or loss when the asset Is
derecognised.

(1) Impairment of non-financlal assets

The Group assesses at each reporting date whether there Is an indication that an asset may be impaired. If any such
indication exists, or when annual Impairment testing for an asset is required, the Group makes an estimate of the
asset's recoverable amount. An asset's recoverable amount is the higher of an asset's or cash generating unit's fair
value less costs of disposal and Its value In use and is determined for an individual asset, unless the asset does not
generate cash flows that are largely independent of those from other assets or groups of assets.

Where the carrying amount of an asset exceeds its recoverable amount, the asset Is considered Impaired and is
written down to its recoverable amount. in assessing value In use, the estimated future cash flows are discounted to
thelr present value using a pre-tax discount rate that reflects current market assessments of the time value of money
and the risks speciiic to the asset. Impalment losses of continuing operations are recogniged In profit or loss In those
expense categories consistent with the function of the impalred asset.

An assessment Is made at each reporting date as to whether there is any Indication that previously recognisad
impalrment losses may no longer exist or may have decreasad. If such Indication exists, the recoverable amount Is
estimated. A previously recognised Impairment oss Is reversed only If there has been a change In the estimates used
to determine the asset's recoverabie amount since the last Impairment loss was recognised. If that Is the case, the
carrying amount of the asset [s increased to its recoverable amount. That Increased amount cannot exceed the
carrying amount that would have been determined, net of depreclation, had no Impairment loss been recognised for
the asset In prior years. Such reversal is recognised in profit or loss.

After such a reversal, the depreclation charge Is adjusted In future perlods to allocate the asset's revised carrying
amount, less any residual value, on a systematic basls.

{k) Borrowing costs

General and specific borrowing costs directly atiributable to the acquisition, construction or production of qualifying
assets, which are assets that necessarily take a substantial period of ime to get ready for their Intended use or sale,
are added to the cost of those assets, until such #me as the asssts are substantlally ready for their Intended use or
sale,

Investment Income eamed on the temporary Investment of specific borrowing pending their expenditure on qualifying

assets is deducted from the barrowing costs ellgible for capltalisation.
All other borrowing costs are recognised in profit or loss in the perlod in which they are incurred.
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
{I) Cash and cash equivalents

Cash and cash equlvalents comprise cash at bank and on hand and short term deposits with an original maturity of
three months or less.

For the purpose of statement of cash flows, cash and cash equivalents conslst of cash and cash equivalent as defined
above, net of outstending bank overdrafts.

{m) Employee benefits

Wages, salaries, bonuses, soclal security contributions, pald annual leave and sick Isave are accrued In the perod in
which the associated services are rendered by employees of the Group.

The Group has a statutory requirement to contribute to publicly administered pension schemes {defined contribution
schemes). The Group has no further payment obllgations once the contributions have been pald. The contributions are
recognized as an employee benefits expense when they are dus.

The estimated monetary liability for employees’ accrued entitiements at the reporting date is recognized as accrued
expenses. :

(n) Financlal assets
{l) Classification

The Group's financial assets include loans and recelvables, and cash and bank balances. The Group determines the
classification of Ilts financlal assets on Initial recognlition and, where allowed and appropriate, re-evaluates this
designation at each financial year end.

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in
an active market.

They are included In current assets, except for maturities greater than 12 months after the end of the reporting period.

These are classified as non-current assets. The Group's loans and recelvables comprise ‘trade and other recelvables’,
‘cash and cash equivalents’ and other financial assets in the statement of financial position.

() Recognition and measurement

Loans and recelvables are inltlally recognised at fair value and subsequently carrled at amortised cost using the
effective Interest method.

(i) Offsetling financlal Instrurments

Financlal assets and liabliities are offset and the net amount reported in the statement of financlal position when thers
is a legally enforceable right to offset the recognised amounts and there Is an Intention to settle on a net basls or
reailse the asset and settle the liabllity simultaneously,

The tegally enforceable right must not be contingent on future events and must be enforceable In the normal course
of business and in the event of default, Insolvency or bankruptcy of the Company or the countarparty.
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
{o) Impairment of financlal agsets

The Group assesses at the end of each reporting perlod whether there is objective evidence that a financlal asset or
group of financlal assets Is Impaired. A financial asset or a group of financial assets Is impaired and impalrment iosses
are Incurred only If there is objective evidence of impairment as a result of one or more events that occurred after the
Inltial recognition of the asset {a 'loss event)) and that loss event (or events) has an Impact on the estimated future
cash flows of the financial asset or group of financlaf assets that can be reliably estimated.

Evidence of impairment may include Indications that a debtor or a group of debtors Is experiencing significant financlal
difficulty, default or delinquency in interest or principal payments, the probabllity that they will enter bankruptcy or
other financial reorganisation, and where observable data Indicate that there is measurable decreass in the sstimated
future cash flows, such as changes in arrears or economic conditions that correlate with defaults.

For ioans and recelvables category, the amount of the loss Is measured as the difference between the asset's canying
amount and the present value of estimated future cash flows (excluding future credit losses that have not been
incurred) discounted at the financial asset's original effective interest rate. The camrying amount of the asset is reduced
and the amount of the loss Is recognised In profit or loss. As a practical expedient, the Group may measure impairment
on the basis of an instrument's fair value using an observable market price.

If, in a subsequent period, the amount of the iImpalrment loss decreases and the decreasecan be related abjectively
to an event cccurring after the Impalrment was recognised (such as an improvement In the debtor's credit rating), the
reversal of the previously recognised impairment loss is recognised in the profit or loss.

{p) Financlal llabllities

Financial liabliities include trade and other payables, accruals and borrowings. The Group does not have any financial
liabiltties at fair value through profit or loss or other instruments classified as held for trading which are carrled on the
statement of financlal position at falr value with gains or losses recognized In profit or loss. Financlal labilities are
recognised Initially at falr value and subsequently measured at amortisad cost using the effective intsrest method.
{q) Borrowings

Borrowings are Inttially recognised at the falr value of the consideration received less directly attributable transaction
costs,

After Initial recognition, borrowings are subsequently measured at amortised cost using the effective interest rate
methed.
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(r) Derecognition of financlal asssts and liabllitles
Financlal assels

A financlal asset (or, where applicable a part of a financlel assst or part of a group of simlilar financlal assets) Is
derecognised where:

. the rights to recelve cash flows from the asset have expired;

. the Group retains the right to recelve cash flows from the asset, but has assumed an obligation to pay them
in full without material delay to a third party under a 'pass-through' arrangement; or

) the Group has fransferred its rights to recelve cash flows from the asset and elther (a) has transferred
substantially all the risks and rewards of the asset, or (b) has neither transferred nor retalned substantially al!
the risks and rewards of the asset, but has transferred control of the asset.

Where the Group has transferred its rights to recelve cash flows from an asset and has neither transferred nor retained
substantially all the risks and rewards of the asset nor transferred control of the asset, the asset Is recognised to the
extent of the Group's continuing involvement In the asset.

Contlnuing Involvement that takes the form of a guarantee over the transferred asset Is measured at the lower of the
original carrying amount of the asset and the maximum amount of consideration that the Group could be required to

repay.
Financial liabillties

A financial llabliity Is derecognised when the obligation under the liabllity Is discharged or cancelied or expires. Where
an existing financial liability is replaced by another from the same lender on substantially different terms, or the terms
of an existing lisbllity are substantially modified, such an exchange or modification s treated as a derecognition of the
original llabiiity and the recognition of a new liabllity, and the difference In the respective carrying amounts is recognised
In profit or loss.

(s) Dividends
Dividend distribution to the shareholders is charged to equity and recognized as a fiabliity in the Group’s financlel

statements in the pericd in which they are declared, and after belng approved by the sharehclders at the Annual
General Meeting.
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NOTES (CONTINUED)

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
(t) Taxation
Income tax represents the sum of the current and deferred tax.

Current tex

Current tex assets and llabllities for the current and prior periods are measured st the amount expected to be
recovered from or pald to the taxation authorities. The tax rates and tax laws used to computs the amount are those
that are enacted by the reporting date. The current rate of corporation tax Is 30% (2017: 30%).

Defarred tax

Deferred tax Is provided on temporary differences at the reporting date between the tax bases of assets and
llabillties and their carrying amounts for financial reporting purposes. Deferred tax llabliitles are recognised for all
taxable temporary differences, except:

" where the deferred tax liabllity arises from the Inliial recognition of goodwill or of an asset or liability In a
transaction that is not a business combination and, at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss; and

» in respect of taxable temporary differences assoclated with Investments In subsidiaries and associates,
where the timing of the reversal of the temporary differences can be controlled and It Is probable that the
temporary differences will not reverse In the foreseeable fulure.

Deferred tax assets are recognised for all deductible temporary differencss, carry forward of unused tax credlits and
unused tax losses, to the extent that it Is probable that taxable profit will be avallable against which the deductible
temporary dlfferences, and the carry forward of unused tax credits and unused tax losses can be utllised except:

" where the deferred tax asset relating to the deductible temporary difference arises from the initia! recognition
of an asset or llabliity in a transaction that is not a business combination and, at the time of the transaction,
affects nelther the accounting profit nor taxable profit or loss; and

* In respect of deductible temporary differences assoclated with investments in subsldlaries and associates,
deferrad tax assets are recognised only to the extent that It Is probable that the temporary differences will
reverse In the foreseeable future and taxabie profit will be avallable agalnst which the temporary differences
can be utilised.

The carrying amount of deferred tax assets Is reviewad at each reporting date and reduced to the extent that It Is
no longer probable that sufficlent taxable profit will be avallable to allow all or part of the deferred tax assst to be
utilised. Unrecognised deferred tax assets are remssessed at each reporting date and are recognised to the extent
that It has become probable that future taxable profit will allow the deferred tax asset to be recovered.

Deferred tax assets and ltabilities are measured at the tax rates that are expected to apply In the year when the
assot Is realisad or the llabillty is settled, based on tax rates {and tax laws) that have been snacted or substantively
enacted at the reporting date.

Current tex and deferred tax relating to items recognised outside profit or loss Is also recognised outside profit or
loss.

Deferred tax assets and deferred tax liabliities are offset If a legally enforceable right exists to set off current tax
assets against current tax liabilities and the deferred taxes relate to the same taxable entity and the same taxation
authority.
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NOTES (CONTINUED)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
(t) Taxatlon (continued)

Vaiue added (ax

Revenues, expenses and assets are recognised at amounts net of value added tax except where the value added
tax Incurred on a purchase of asssts or services Is not recoverable from the taxation authority in which case the
value added tax is recognised as part of the cost of acqulsition of the assat or part of the expense lem as applicable.

Recelvables and payebles are stated with the amount of Value addad Tax (VAT) Included. The net amount of value
added tax recoverable from, or payable to, the taxation authority Is Included as part of the recelvables or payables
In the statement of financlal position,

{(u) Share capital

Ordinary shares are classified as ‘share capltal’ in equity. Any premium received over and above the par value of
the shares Is classified as ‘share premlum’ In equity.

Incremental costs directly attributable to the Issue of new ordinary shares are shown in equity as deduction from
the proceeds.

{v} Non-current assets held for sale

Non-current assets are classified as asssts held for sale when thelr carrying amount Is to be recovered principally
through a sale fransaction and asale is considered highly probable. They are stated at the lower of carrying amount
and fair value less costs to sell. As at year end, management commitment to a plan to sell the alrcraft through
sale and lease back ceased, appropriately the assets ceased to be classified as held for sale and were transferred
back to properly and equipment.

(w) Segment reporting
Operating segments are reported In a manner consistent with the intemal reporting provided to the chief operating
decision-maker. The chief operating declslon-maker, who Is responslble for allocating resources and assessing

performance of the operating sagments, has been Identified as the Board of Directors that makes strategic
declsions.
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NOTES (CONTINUED)

FINANCIAL RISK MANAGEMENT

The Group's activities expose it to a varlely of financial risks: market risk (including currency risk, fair value interest
rate risk, cash flow Interest rate riek and price risk), credit risk and liquidity risk.

The Board of Directors has overall responsibility for the establishment and oversight of the Group’s risk
management framework. The Group's risk management policies are designed to identify and analyse these risks,
fo sat appropriate risk limlis and controls, and to monlitor the risks and adherence to limits by means of rellable
and up-to-date Information systems.

The Group regularly reviews its risk management policies and systems to reflect changes In markets, products
and emerging best practice.

The notes below provide detalled Information on each of the above risks and the Group's objectives, poilcles and
processas for measuring and managing risk.

a. Liquidity risk

Liquidity rigk is the rik that an entity will encounter difficulty In raising funds fo meet obligations associated with
financlal instruments. The Group manages Hts liquidity risk to ensurs [t Is able to meet estimated expenditure
requirements. This Is achleved through prudent lquidity risk management which includes maintalning sufficlent
cash and cash equlivalents. '

The Group’s liquidity Is managed by forecasting the cash and currency requirements. The table below analyses

the financial liabliities that will be sottied on a net basls Into relevant maturity groupings based on the remaining
period at the reporting date to the contractual maturity dats.
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NOTES (CONTINUED)

FINANCIAL RISK MANAGEMENT (CONTINUED)

a Liquidity risk {continued)

The amounts diecloged In the table below are the contractual undiscountsd cash flows;

Group

At 31 March 2018
Borrowings

Trade and other payables

At 31 March 2017

Borrowings
Trade and other pavables

Company

At 31 March 2018
Borrowings

Trade and other payables

At 31 March 2017

Borrowings
Trade and other payables

On Less than After
demand 1 year 1 to 5 years 5 years Total
TZS' 000 TZS' 000 T28'000 TZS' 000 TZS' 000
322,603,920 901,827 861,218 324,346,965
- 27460678 - 27,460,678
322.693,820 28,452 505 661,218 = 351,807,643
315,760,072 - - - 315,750,972
- 35,080.100 - - 35,080,100
315,760,972 35,080,100 - - 1,072
322,693,620 891,827 661,218 = 324,346,965
- 27,460,678 - - 27,460,678
322,603,920 28,452,505 661,218 = 351,807,643
315,760,872 - - - 315,750,972
- 35.080.100 - - 35,080,100
315.750.972 35,080,100 - - 350,831,072

The Group has defaulted on its debt obligations as stipulated In the debt agresments resulting in the "on demand”
presentation above. Because of this default, the Inability of the Group to generate cash that would be sufficlent to
settle arrears and instaiment payements as per the debt agreements (refer to “Key sources of uncertaintities in the
plans to mitigate the going concemn risk” on Note 2) and the on going discussions with the lenders on possible
rescheduling of the borrowings, there Is no reliable basis for developing a rellable liquidity risk profile for borrowings.
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FINANCIAL RISK MANAGEMENT (CONTINUED)
b. Treasury risk management

The Group operates a treasury function to provide competitive funding costs, Invest and monttor financlal risk. The Group
does not use derivative financial instruments for speculative purposes.

¢. Forelgn currency risk

Foreign exchange risk Is the risk that the vaiue of a financlal instrument will fluctuate because of changes In foreign
aexchange rates.

The Group can experience adverse or beneficial effects arising from foreign exchange rate movements. The Group seeks
to reduce foreign exchange exposures arising from transactions In various currencles through a policy of matching, as
far as possible, recelpts and payments In each Iindividual currency. Surpluses of convertible cumencles are sold, elther
at spot rates, for US dollars or Tanzanlan Shillings.

The following table demonstrates the sensitivity of financial Instruments to a reasonably possible change In the US dollar
exchange rates and other currencies, with all other variables held constant, on profit before tax and equity.

Increase/decrease Effect on profit Effect on profit

In the value before tax after tax
TZ8'000 TZ8’000
Group and Company
Net effect based on statement of financlal position as at 3% 9,541,891 6,679,324
31 March 2018
Net effect based on statement of financlal posiion as at 3% 9,240,261 6,474,483
31 March 2017

d. interest rate risk

The Group has adopted a non- speculative approach to the management of interest rate risk. For the past twelve months,
there have been no significant changes In interest rates obtained by the Group from its Bankers for lis borrowings.
Furthermors, no significant change in Interest rates Is expected for the coming twelve montha.

The following table demonstrates the sensitivity to possible changes In interest for Finfund loan portion, with all other
variables held constant, on the Group's profit before tax and equity:
Other loans and overdraft facliities have fixed Interest rate and thus no interest sensitivity Is required.

Increase/decrease Effect on profit  Effect on profit

In Interest rate before tax after tax
TZS' 000’ TZS’ 000
rou n 1)
Net effect based on statement of financial position as at 1% 239,816 167,871
31 March 2018
Net effect based on statement of financial position as at 1% 237,181 166,027

31 March 2017
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FINANCIAL RISK MANAGEMENT (CONTINUED)
e. Credit risk management

Credit risk Is the risk that a customer or counter party to a financlal Instrument will fall to perform or fall to pay amounts
due causing financlal loss to the Group. Concentration of credit risk relates principally to short term cash and cash
equivalents, and trade receivables. The Group deposlts short term cash surpluses with banks considered to bs
reputabls. These banks do not have independent credit ratings.

The Group has a credlt policy that is designed to ensure that conslstent processes are In piace throughout the Group
to measure and controi credit risk. Credit risk is considered as part of the risk-reward balance of dolng business. On
entering into any business contract, the extent to which the amangement exposes the Group to credit risk Is considerad.
Key requirements of the policy are formal delegated authorities to the saies and marketing teams to Incur cradit dek
and to a speciafized credit function to set counterparty limits. The credit isk management and control are centralised
in the credit control team of the Company under Finance departmant and reported to the Board of Directors and heads
of department regularly.Write offs and significant impairments Including handing over for collection Is ulimately
approved by the board of directors following recommendation by the Heads of departments.

Trade account recelvables comprise a widespread customer base. Ongoing credit evaluation of the financlal position
of customers is performed. The granting of credit is made on application and Is approved by the directors.

Trade recelvables are presented net of allowance for doubtful debts. With respect to the trade and other recelvables
that are neither impalred nor past due, there are no indications as of the reporting date that the debtors will not meet
their payment obligations. The analysis of trade and other recelvables (including the credit quallty)ls shown on Note
18. Cash and short term deposits are nelther past due nor Impalred. No coliateral Is held for financial asssts that aro
neither past due nor Impalred. There are no external or internal credit ratings for the financlal assets.

Maximum exposure

The amount that best represents the Group's maximum exposure to credit risk at 31 March 2018 Is made up of as
follows:

Group Company
2018 2017 2018 2017
TZ8'000 TZS'000 TZS'000 TZS'000
Cash and short-term deposits 604,937 736,278 604,937 683,379
Trade and other receivables 8,088,333 7,600,397 8,888,333 7,662,976
9,503,270 8,236,875 9,593.270 8.236,355

f. Fuel price risk

The Group’s fuel risk management strategy aims to provide the alriine with protection agalnst sudden and significant
Increases in oil prices. To meet this objective, the Group's strategy is to charge fuel surcharge for every ticket sold.

CRITICAL ACCOUNTING ESTIMATES AND ASSUMPTIONS

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

The Group makes estimates and assumptions conceming the future. The resulting accounting estimates will, by
definition, seldom equat the related actual results. The estimates and assumptions that have a significant risk of causing
a material adjustment to the camrying amounts of assets and llabilities within the next financial year are addressed
below:

L. Impalrment of alrcrafis
A decline In the value of alrcraft could have a significant effect on the amount recognised In the financlal statements.

Management assesses the Impaiment of aircraft whenever events or changes In circumstances indicate that the
carrying value may not be recoverable.
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NOTES (CONTINUED)

CRITICAL ACCOUNTING ESTIMATES AND ASSUMPTIONS (CONTINUED)
. Impairment of aircrafts (continued)
- Factors that are considared Important, which could make an impaiment review necessary Inciude the following:

a) Significant decline In the market value beyond that which would be expacted from the passage of time and
normal use.

b) Significant changes in technology and regulatory environment.

¢) Evidence from Internal reporting which Indicates that the performancs of the asset Is, or will bs, worse than
expected.

Included in property and equipment are two alrcrafts (ATR 42-600 5H-PWH and ATR 42-600 5H-PWI) with a canrying
value of TZS 36.7 billlon that are currently unutllized as a result of defective engines. Impairment assessment on
these alrcrafts has been conducted with reference to their market half Iife prices at 31 March 2018. The englnes being
fully impalred, there are no other impalrment recognised during the year.

/3 Unused ticket revenue

Unused tickets are recognised as revenue using estimates regarding the timing of recognition based on terms and
conditions of the ticket and historical trends. Tickets that remaln unused for a period excoeding 24 months are
recognised in income. The income statement impact of the unused tickets writeback Is disclosed under note 6 of the
financlal statements.

. impairment of trade and other recelvables

The Group assesses recoverabliity of trade and other recelvables where there s objective evidence (such as the
probabillty of insolvency or significant financial difficulties of the debtor) that the Group will not be able to collect all of
the amounts due under the original terms of trade. The carrying amount of trade recelvables is reduced to reflect the
recoverable amount. Impalrment provision for trade and other recelvables at year end is disclosed on Note 18.

Iv.  Useful lives of property and equipment, and intangible assets

Critical estimates are made by the Directors in determining the useful lives and residual values of property and
equipment, and intanglble assets based on the intended use of the asset and the economic lives of those assets.
Subsequent changes In clrcumstances such as technological advances or prospective utilization of the assets
concemed could result in the actual useful lives or residual values differing from iniial estimates. The useful llves of
asssts are disclosed in Note 3(g) and Note 3(l).

V. income taxes

Significant judgement is required in determining the overall income tax provisicn. There are many transactions and
calculations, for which the ulimate tax determination Is uncertain. The Group and the Company recognise llabilities
for anticipated tax audit Issues, based on estimates of whether additional taxes will be dus. Where the final outcome
of tax matters Is different from the amounts that were intially recorded, such differences will have an impact on the
income tax and any defered tax provisions In the perlod In which the determination is made.

The directors have exercised significant judgement In concluding that sufficlent taxable profits will not be avallable in
the foreseeable future to utllise the net deferred tax assst (Note 21) thet has not been recognised.
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8 REVENUE

Passenger revenue
Passanger interline revenue
Frelght and mall

Fuel surcharge

Cancellation Income

Passenger tickets writeback
No show and other charges

COST OF SALES

Fue! and oll

Lease of alrcraft and engines
Alrcraft landing, handling and
navigation

Aircraft maintenance
Depreclation of alrcraft and
alrcraft components

Passenger services
Commission on sales

Aircraft, passengers and cargo
insurance

Crew route expenses
Centralleed reservation systems
Salarles and wages

Other employment costs
Contribution to pension fund
Alrcraft cleaning and certification

8 OTHER INCOME

Gain on disposal of property and
aquipment

Third Party Maintenance
Write back of old credits

Group Group Company Company

31 March 31 March 1
2018 2017 31 March 2018 2017
TZS '000 TZS 000 TZS '000 TZS 000
97,108,380 79,755,660 97,108,380 79,755,660
128,610 113,162 128,610 113,162
786,110 915,871 786,110 915,871
25,259,321 14,657,708 25,259,321 14,657,708
447 882 300,277 447,882 300,277
14,122,130 - 14,122,130 -
1,258,842 1,285 367 1,258,842 1,285,367
139,111,278 97,038,045 139,111,275 97,038,045
20,548,711 15,151,044 20,546,711 15,151,044
2,795,525 2,209,043 2,705,528 2,209,043
10,872,717 8,460,507 10,872,717 8,460,507
15,188,062 16,183,353 15,188,082 16,183,353
25,273,082 22,378,137 25,273,082 22 376,137
2,711,397 2,370,548 2,711,397 2,370,548
3,625,708 3,040,553 3,625,708 3,040,553
275,430 64,987 275,430 64,987
769,803 558,857 769,803 558,957
9,102,945 8,152,802 9,102,045 8,152,892
11,494,753 12,334,336 11,484,753 12,334,338
1,854,831 1,362,870 1,854,631 1,362,870
678,103 669,562 678,108 669,562
306,084 305,662 306,084 305,662
105,495,971 £3.240,451 105,495 971 93,240.451
11,002 8,433 11,082 8,433
437,301 488,586 437,301 488,586
9,870,167 - 8.870.167 -
10,318,560 497,019 10,318,560 497.019
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NOTES (CONTINUED)

MARKETING EXPENSES

Advertising and publicity
Entertainment

ADMINISTRATIVE EXPENSES

Salaries and wages

Other employment costs
Contribution to pension fund
Payroll levies

Bank charges

Motor vehicle expenses

Legal and professional fees
Rent, maintenance and supplles
General specified expenses
Amortization of Intangible assets
Board meeting expenses
Depreciation-motor vehicles,
structure, computers, fumiture and
equipment

FINANCE COSTS
Interest on debts and borrowings

Foreign cumency exchange loss on

berrowings

FOREIGN CURRENCY LOSS/(GAIN)

{Gain)/ loss on cash and bank
Loss on other ltems

Group Group Company Company

31 March 31 March

2018 2017 2018 2017

TZ$ '000 TZS '000 TZS '000 TZ25 '000
1,682,391 1,688,542 1,682,391 1,688,542
201 2,754 201 2,754
1,682,592 1,601,296 1,882,502 1.691.298
6,516,460 6,124,011 8,516,460 6,124,011
1,401,495 1,397,282 1,401,495 1,397,282
280,926 320,102 280,926 329,102
968,029 998,664 968,029 988,664
219,556 205,509 219,235 205,144
1,460,729 1,532,610 1,460,729 1,532,610
1,208,004 919,529 1,208,004 919,529
2,536,840 3,080,482 2,536,849 3,080,482
18,716,163 9,561,559 19,716,160 9,661,562
114,727 102,745 114,727 102,745
52,423 56,683 52,423 56,683
1,110,718 1,163,989 871,908 967,784
35,595,086 25,452,165 35,455,954 25,255,598
18,051,551 15,514,528 18,051,551 15,514,528
2,794,964 5,162,469 2,794,084 5,162,469
20,846,515 20,676,097 '_20.846.515 20,676,007
(49,202) 55,512 (49,292) 55,512
1,720,876 3,236,917 1,720,876 3,236 917
1,671,584 3,292,429 1,671,584 3,292 429

Loss on foreign currency denominated transactions and

and US$ suppliers balances.

balances largely relates to translation of US$ borrowings
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PRECISION AIR SERVICES PLC

FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018
NOTES (CONTINUED)
14 INTANGIBLE ASSETS GROUP Computer b
software In progress Total
TZS '000 TZS '000 TZS '000
Cost
At 1 April 2017 1,721,179 . 1,721,179
Additions _ 37,3717 126,381 163,756
At 31 March 2018 1758556 126,381 L5
Accumulated amortisation
At 1 Aprll 2017 1,038,541 - 1,038,541
Charge for the year 114,727 - 114,727
At 31 March 2018 1,183,268 - 1,153,268
Carrying amount 605,288 126,381 731,069
INTANGIBLE ASSETS GROUP Computer Work
software In progress Total
TZS '000 TZS '000 TZS 000
Cost
At 1 April 2016 1,226,378 - 1,226,378
Transfer from property and equipment 433,815 - 133,815
Additions N 360,986 . 360.986
At 31 March 2017 1,721,179 - - 1,721,179
Accumulated amortisation
At 1 April 2016 935,796 - 935,796
Charge for the year : 102.746 - 102,745
At 31 March 2017 1,038,541 - : 1,038,541
Carrying amount 682,638 - 682,638

(48)
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PRECISION AIR SERVICES PLC

FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 MARCH 2018

NOTES (CONTINUED)

INTANGIBLE ASSETS - COMPANY

Cost

At 1 Apr! 2017
Additions

At 31 March 2018

Accumuisted amortisation
At 1 Aprll 2017

Charge for the year
At 31 March 2018

Carrying amount

INTANGIBLE ASSETS COMPANY

Cost
At 1 April 2018

Transfer from property and equipment
AddHtions
At 31 March 2017

Accumulated amortisation
At 1 Aprll 2016

Charge for the year

Prior year balances

At 31 March 2017

Carrying amount

Work
Cocfiwars  Imprograss Total
TZS 000 TZS '000 T2S '000
1,467,021 - 1,467,021
37,377 126,386 163,763
1,504,388 126,388 1,630,784
900,528 . £90,528
114,727 - 14727
1,108,255 - 1,108,285
399,143 126,386 525,520
Computer Work
software In progress Total
TZS '000 TZS '000 TZS 000
872,220 - 872,220
133,815 - 133,815
360988 - 360,088
1,467,021 - 1,467,021
10,380 - 910,380
102,745 - 102,745
(22 597) (22,597
980,628 - 980,528
476,493 - 476,403

(49)
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PRECISION AIR SERVICES PLC

FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

NOTES (CONTINUED)

INVESTMENT IN SUBSIDIARIES

The Company’s investment in subsidiaries represents investments in Precision Handling Limited and Precise

Systems Limited.

« Precislon Handling Limited was Incorporated in Tanzania during the year 2010 and 88% of Its share capltal Is
to be held by the Company. The subsldlary provides ground handling services to Precision Alr Services Plc
and [s yet to obtain a licence to also serve ather alrines. The subsidiary’s share capital is yet to be allotted
and pald pending obtaining of licence fo serve third parties. Hence the contribution received from Precision

Alr services Plc Is held as a due to parent.

¢ Precise Systems Limited was Incorporated In Tanzanla on 25 August 2011 and 100% of its share capitaf is
held by the Company. The subsidiary used to distribute the Galileo Reservation system to Alrlines and Travel
Agents In Tanzanla. The Subsidlary commenced operations on 1 July 2012 and stopped operations In 2015.
s Pracise numbers were therefore deconsolidated from the group since financlal year ended 31 March 2017.

Set out below are the summarised financlal information for each of the two subsidiaries; Precision Handling Limited

and Precise Systems Limited.
Total
Total assets liabllith Revenue Loss
TZS 000 TZ8 000 TZS "000 TZS '000

Year ended 31 March 2016
Pracislon Handling Limited 576.133 2755453 - 139,1312
Precise Systems Limlted 1.201,838 148 534 - -
Year on 1 2
Precision Handling Limited 767843 2808032 - (186,567)
Precise Systems Limited 1,201.838 148 534 - -

It is the Company’s policy that subsidiaries, whose financlal performances and financlal positions are not material,
are not consolidated as at 31 March 2018 and 31 March 2017. Preclse systems Limited has therefore not besn

consolldated.

In terms of contingent llabllities, there is an outstanding legal case between Precise Systems Limlted ( PSL) Vs TP
Services Limited and Travelport Intematlonal Limited. PSL Instituted a sult at the High Court of Tanzania claiming
against both Defendants, jointly and severally, are for the payment of USD 1,107,341 being outstanding
commisslon fees due from June to November 2015 and TZS 171,350,000 being a total value of unretumed
equipments as at 1% March 2016 and USD 128,000 belng the lease costs for unretumed computer equipments
beyond 28" February 20186, plus intsrest and other damages thereto. There are no other contingent llabliitles.

(50)
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PRECISION AIR SERVICES PLC

FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018
NOTES (CONTINUED)
OTHER FINANCIAL ASSETS
Group Group Company Company
31 March 2018 21 March 2017 31 March 2018 31 March 2017
TZS 000 TZS 000 TZS '000 TZS ‘000
SITA Global Investment - 7,966 - 7,066
IATA security deposit 78 2,136 78 2,136
Credit card security deposit 1,564,142 1,018,86C 1,564,142 1,019,860
Alrcraft security deposit 871,220 661,797 871,220 861,797
2,235,440 1,691,759 2,235,440 1,601,758
Current poriion 2,235,440 1,683,793 2,235,440 1,683,793
Non-current portion - 7,966 - 7,966
2,235,440 1,691,759 2,235,440 1.691,750

Other assets relate to cash deposited by the company to third parties. These deposits do not attract any interest.

The credit card sscurity deposties are deposits held by the card companies agalnst the chargebacks from card holders.
Alrcraft security deposits are the deposlits kept by ATR for the purchase of an aircraft. While the above are held at

amortised cost, thelr fair value approximate thelr carrying values dus to their relatively short term nature.

The movement in deposlt Is as follows:

Group Group CGompany Company

31 March 2018 31 March 2017 31 March 2018 21 March 2017

TZS '000 TZS '000 TZ8 ‘000 TZS 000

At start of the year 1,801,739 4,104,782 1,691,759 4,104,782

Additional deposit/ (refund) 336,317 {2,395,858) 336,317 (2,395,858)

Forelgn exchange movement 207,364 (17,185) 207,384 (17,165

At the end of the year 2,235,440 1.601,759 2,238,440 1,691,759
INVENTORIES'

Alrcraft spare parts 9,145,124 9,628,441 9,145,124 9,528,441

Fuel and stationerles 467,725 524,552 467,725 524,552

Stock provislons 080 (223,851) {494,080) (223,851)

9,118,768 9,820 142 9,118,769 9,820,142

The Inventory are pledged as floating sacurity for Stanbic overdraft faclilty with the company.

(61



PRECISION AIR SERVICES PLC
FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 MARCH 2018

NOTES (CONTINUED)

18 TRADE AND OTHER RECEIVABLES

Trade recelvables - third party
Less allowance credit Losses
Net recsivables — third party

Trade receivables — related party [Note 25 (e)]

Less allowances for credit losses
Net recelvable - related party

Other recsivables

Advances to suppllers
Staff loans, advances and Imprest

Less allowances for credit losses - Other

debtors
Net other receivables

Net trade and other recelvables
Movement In allowance account

At start of year:

Addltions
At end of the year

Trad I n

Neither past due nor impaired
Past due but not Impaired
Overdue and fully Impaired

Group Group Company Company

31 March 31 March 31 March 31 March
2018 2017 2018 2017

TZS '000 TZS '000 TZS '000 TZS '000
63,486,089 67,714,199 63,486,089 57,714,199
(55,376,574) (51,462,547) (55,376,574) (51,462,547)
8,100,405 6,251,852 8,100,405 6,251,652

- - 2,755,453 2,808,032

. - (2,755453)  (2,755,453)

- - & 52,579

878,837 951,867 878,837 951,867
26,486 45,683 28,486 45,683
206,878 206,878 208,878 296,878
(296,878) - {206,878) -
905,324 1,204,428 905,324 1,204,428
9,014,819 7,546,080 9,014,819 7,508,659
51,462,547 51,263,874 54,218,000 51,263,874
4,210,905 198,673 4,210,905 2,954,126
55,673,452 51,462,547 58,428,905 54.218.000
5,826,716 3,618,241 5,826,718 3,618,241
2,282,779 2,633,411 2,282,779 2,633,411
55,376,574 51,462,547 85,376,574 51,462,547
63,480,089 57,714,199 63,486,060 57,714,199

No collateral is held for the trade and other recelvables.

Out of the total credit allowance held for third party recelvables as at 31 March 2018 indicated above, TZS 50.8 bllilon
{2017; TZS 46.3 blllion) was held as a result of unreconclied balances due to the historical challenges leading to

backlog proceasing.

Trade and other receivables comprise of the following gross amounts denominated in foreign cumencles

Group Group Company Company

1
31 March 2018 31 March 2017 2018 2017
TZ5 '000 TZS '000 TZS '000 TZS 000
United States Dollars 3,034,506 2,580,500 3,934,506 2,589,500
Euro 1,023 364,800 1,023 364,800
Sterling Pound 325,100 56,104 325,100 56,104
Canadian Dollars 744,480 141,914 744,499 141,914
South African Rand 48,559 54,969 48,559 54,969
Kenya Shillings 39,201 57.913 39,281 57,913
5,003,038 3,265,200 5@93,038 3,265,200
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PRECISION AIR SERVICES PLC

FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018
NOTES (CONTINUED)
PREPAYMENTS Group Group Company Company
81 March 2018 31 March 2017 31 March 2018 21 March 2017
TZS "000 TZS '000 TZ5 '000 TZ8 000
Prepald insurance 48,170 43,025 48,170 43,025
Prepald spareparts - 75,145 - 75.145
Prepaid IOSA Costs 159,178 - 159,178 -
Other 3,050 8,838 3,050 8,838
210,398 127,008 210,308 127,008

Prepayments are non-interest bearing and are non-refundable. They are amortised over the period they cover.

CASH AND CASH EQUIVALENTS
Group Group Company Company
1M 1 1 March 2017 31 March 2018 31 March 2017
TZ8 000 TZS ‘000 TZS ‘000 TZS '000
Cash and short-term
deposits . 604,937 736,278 604,937 683,379
Bank overdraft (Note 23) {8,825,387) (11,938,278) (6.825,587) {11,936,278)

(6,220,830) (11,200,000)

Cash and bank balances comprise of the following amounts denominated in foreign currency:

(6,220,630) {11,252,809)

Group Group Company Company

31 March 2018 31 March 2017 31 1 1 March 2017

TZS "000 TZS 000 TZ8 "000 TZS '000

United States Dollars usbD 289,129 433,219 289,120 433,219
Euro EUR 26,172 87,861 26,172 87,861
Kenya Shillings KES 6.911 1.462 6,911 1.462
322,212 522,542 322 212 522,542

(53)
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PRECISION AIR SERVICES PLC

FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018
NOTES (CONTINUED)
INCOME TAX Group Group Company Company
31 March
2018 31 March 2018 1M

(a) Tax payable TZS '000 TZS 000 TZS 000 TZS '000
At beginning of the year 1,641,176 1,550,208 1,641,176 1,611,848
Payments during the year (400,000) (272,252) (400,000) (272,251)
Alternative minimum tax prior years 2 61,639 2 -
Altemate minimum tax charge 448,844 301,581 446,944 301,581
At end of the year 1,688,122 1,841,178 1,688,122 1,641,178
(b)
Current year tax - - - -
Altemate minimum tax- current year 446,944 301,581 446,944 301,581
Defarred tax charge - - .

446 944 301,581 446,944 301,581

Section 4{1) (a) of the Income tax Act of 2004 as amended requires corporations with perpetual unrelleved tax
losses to pay tax at the rate of 0.3% of the tumover for that year of Income. The company and group have unrelieved
tax losses and hence, llable to alternate minimum tax charge

(c) Reconclliatlon of the tax based on accounting loss to actual tax

Group Group Company Company

31 March 2018 31 March 2017 31 March 2018 31 Merch 2017

TZS '000 TZS '000 TZS '000 TZS '000

Loss before Income tax (21,008,642) 26,940,584 (20,958,510) {29,499,470)

Tax at appficable rete of 30% (6,320,593) {8,082,175) (6,287,853) (8,849,841)

Tax effect of:

- non-deductible expenses 5,812,645 2,101,315 5,729,165 2,042 345
Deferred tax movement not

recognized 516,048 5,980,860 558,008 6,807,498

Alternative minimum tax 446944 301,581 446,944 301,581

Total tax expanse/(cradit) 446,944 301.581 446,944 301,581

(64)
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PRECISION AIR SERVICES PLC

FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018
NOTES (CONTINUED)
EQUITY Group Group Company Company
31 March 31 March 31 March
2018 2017 2018 1M 17
TZS '000 TZS '000 TZS 000 TZ8 000
{a) Share capital
Authorised:
242,000,000 Ordinary Shares of
TZS 20/= each 4,840,000 4,840,000 4,840,000 4,840.000
Issued and fully pald up:
160,472,720 Ordinary Shares of
TZ8 20/= each 3,200,434 3,209,454 3,209,454 3,209,454
(b) Share premlum 10,420,987 10,480, 987 10 987 10.490.987

The shareholders of the Company are as indicated in the Director's report.
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PRECISION AIR SERVICES PLC

FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

NOTES (CONTINUED)
BORROWINGS - GROUP AND COMPANY (CONTINUED)

KCB Bank Tanzanla Limited: Term loan
- The loan was granted for the purpose of construction of hanger complex at Mwalimu Jullus Nyerere
International Alrport and the loan was fully paid in the financial year ending 31 March 2018.

- The facillty was secured by the hanger complex.

KCB Bank Tanzanla Limlted: Ovardraft
The overdraits are secured by Chattels Morigage over:
- Debenture over floating assets

- Assignment over monthly IATA Billing and Settlement Plan (BSP) recelvables
= During financlal year 2017/18 an Overdraft of US$ 800,000 was converted fo a term loan.

Stanbic Bank Tanzanla Limited: Overdraft
This was a loan converted to overdraft and the loan was granted to support the working capital of the
company.

The facllities are secured by:

- Single debenture dated 2 April 2003 creating a first ranking fixed charge over the alrcraft ATR 42-320
Registration No. SH-PAG for US$ 4,834,000

- Debenture over floating assets plus aircraft components, excluding assets specificafly encumbered to
other lenders, registered for US$ 1,424,750

- Comprehensive Insurance palicy for the full replacement value over all agsats which the bank hoids as
security with an Insurance company approved by the bank where in the Bank Is noted as First Loss

Payee.
- One aircraft with reglstration no 5H-PAG Is morigaged against banking faciiities secured from Stanbic

Tanzania,
The loan was converted into and Overdaft during financial year 2015/16

Cltibank International Pic and Finfund Industrial Co-operation loan
- The purpose of the loan was to finance the acquisition of 5§ ATR 72-5600 and 2 ATR42-500.
= The loans secured by the aircraft that have been delivered.
Export Development Canada (EDC)
- The purpose of the loan was to finance the acquisition of 2 ATR 72-600
- The loan Is secured by the alrcraft that have been dellvered.
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PRECISION AIR SERVICES PLC

FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

NOTES (CONTINUED)
BORROWINGS ~ GROUP AND COMPANY (CONTINUED)

Current and non current classification

The company Is In breach of the terms of the borrowing agreements (Including Instalment payments). All the
outstanding facllities as at the reporting date have been classifled as current except for the KCB loan
following an overdraft of US$ 800,000 that was converted to a term loan where the terms of the agreements
have not been breached as at reporting date.

Collateral arrangments

As noted above there are loans that have besn specifically sourced to acquire alrcrafts and spare paris. For
the purpose of holding collateral for the financlers, the alrcrafts are registered in the name of special
purpose entities whose equlty Is held by the security trustees on behalf of the respective financlers. The
legal titfe Is to be transfemed to Precision Alr Seervices PLC once the loans are fully repaid. The speclal
entities are as listed below:

| Special purpose entity Assets held as collateral financed by:
Swala Leasing and Finance Limited | Chibank Intemational Pic
Citibank NA
Flnish Fund Industrial for Cooropration Ltd
Antelope Leasing Finance Ltd Export Development Canada
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PRECISION AIR SERVICES PLC

FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018
NOTES (CONTINUED)
24 TRADE AND OTHER PAYABLES Group Group Gompany Company
31 March 2018 31 March 2017 31 March 2018 31 March 2017
TZS 000 TZS '000 TZS 000 TZS '000
Trade payables - third parties 16,902,084 19,855,048 18,862,064 19,855,048
Trade payables - related parties
[Note 25] 6,681,178 11,001,788 6,681,176 11,001,788
Advances from customers 1,507,203 8,748,907 1,507,203 8,746,907
Lease accruals 2,480,110 2,458,794 2,486,110 2,458,794
Statutory liabilities 36,480,001 31,228,702 36,480,001 31,228,702
Other accruals 1,331,328 1,764,470 1,331,328 1,764,470
65,447,882 75,055,709 85,447,882 75,055,709

Trade and other payabies comprise of the following amounts denominated In forsign currency:

Group Group Company Company

31 March 2018 31 March 2017 31 March 2018 31 March 2017

TZS '000 TZS '000 TZS "000 TZS '000

United States Dollars  USD 16,884,666 20,978,185 16,684,666 29,078,185
Euro EURO 553,621 764,392 553,621 764,392
Great Britaln Pound GBP 235,011 157,076 235,011 157,076
South African Rand ZAR 59,852 57,524 59,852 57,524
Kenya Shillings KES 158,984 137131 159,084 137,131
17,893,134 31,004,308 17,893,134 31,094,308

The carrying values of trade and other payables are assumed to approximate their fair values dus to the short term
nature of trade recelvables and payables.
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PRECISION AIR SERVICES PLC

FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018
NOTES (CONTINUED)
RELATED PARTY DISCLOSURES
a) Key management
remuneration
Salaries and other short term
benefits
Pension

b} Directors' remuneration
Salarles and other short term

benefits
Peanslon

c) Purchase transactions

Kenya Alrways Limited

Npaleku Children’s Home

Contribution

d) Sales transactions
Kenya Alrways Limited

Group Group Company Company

31 March 2018 31 March 2017 h 31 March 2017
TZS '000 TZS '000 TZS 000 TZS 000
2,510,564 2,151,704 2,510,564 2,151,704
234,884 1688.414 234,894 168,414
2,745,258 2,320,118 2,745,258 2,320,118
1,189,235 891,262 1,180,238 891,262
87,110 51,753 67,110 51,7583
1,258,345 943,015 1,256,348 943,015
15,360,000 9,566,563 15,360,000 9,666,563
513 4,442 513 4,442
15,369,603 9,671,005 15,369,803 9,571,005
39,684,938 11,044,850 39,684,938 11,044,850
39,684,038 11,044,850 30,684,038 11.044.850

Kenya Alrways Limited owns 41.23 % of the ordinary shares of Precision Alr Services Limited. As Is common
throughout the airine industry, Precision Alr Services Limited and Kenya Alrways Limited from time to ime carry
each other’s passengers travelling on the other alrline's tickets. The setiiement betwsen the two carriers is acticned
through |ATA Clearing House (ICH) of which both airlines are members.

The transactions camied out with Kenya Airways Limited relate to Interine services and advances.

Ngaleku Children's Home Contribution is a related part by virtus of the board Chalrman being a Trustse.

Interests In subsldlaries are set out In note 15 to the financlal statements.
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PRECISION AIR SERVICES PLC

FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

NOTES (CONTINUED)

25 RELATED PARTY DISCLOSURES (CONTINUED)
Balances outstanding on account of transactions with related parties are as follows: -

Group Group Company Company
31 March 31 March 31 March 21 March
2018 2017 2018 2017
TZS ‘000 TZS 000 TZS "000 TZS '000
¢) Amounts due from related
parties
Preclsion Handling Limlted
Gross amount 2,755,453 2,808,032
Less allowance for impalment - - (2,755,453) {2,755,453)
Net recelvable - - - 52,679
f) Amounts due to
relatedparties
Ngaleku Children's Home
Contribution 27 7,023 27 7,023
Precise Systems Limited 17,826 - 17,826 -
Kenya Alrways Limited 8,663,323 10904765 6,663,323 10,984,765
8,681,178 11,001,788 6,681,176 11,001,788

Outstanding balances st the year-end are unsecured, interest free and settiement occurs In cash. There has been
no guarantee provided or recelved for any related party recsivable or payables. For the year ended 31 March
2018 the Company has recorded an Impairment on recelvables owed by Precision Ground Handling Limited
(March 2017: TZS 51 Mil) as disclosed on Note 18.

26 LEASE COMMITMENTS Group Group Company Company
31 March 31 March h 31 March
2018 2017 2018 2017
TZS '000 TZS '000 TZS '000 TZS '000
Office lease rentals
Within one year 1,280,041 452,583 1,200,041 452,583
One to five years 907,471 - 887,471 -
Mors than five years 797,977 1,357,749 797,977 1,357,749
3,085,489 1,810,332 3,085,489 1,810,332

27 OTHER COMMITMENTS

Capltal commitment

The Group has no capital commitments as at year end. (2017: NII)
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PRECISION AIR SERVICES PLC

FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31'MARCH 2018

NOTES (CONTINUED)

SEGMENT INFORMATION

The chlef operating decision-maker is the Board of Directors. Directors have determined the operating
segments based on the reports reviewed by the senior management team for the purposes of allocating
resources, assessing performance and proposing strategic direction.

As disclosed in Note 6, the majority of revenue s derived from passenger revenus {from which fuel surcharge
Is derived) and the Board of Directors relies primartly on passenger revenue to assess performance.
Management monitors the operating resulte of its business as Indicated on the directars’ report for the
purpose of making declslons about resource allocation and performance assessment,

Other than the segment revenue information disclosed below, no other segment information regarding
performance as related to the statement of profit or loss and other comprehenslive Income Is reviewed by the
chief operating decision maker and the senior management team.

The major _revenue-eaming assets of the Group comprise the aircraft fieet, all of which are registsred in
Tanzania. Since the Group's aircraft flest are employed flexibly across its route network, there is no suitable
basis for allocating such assets and related llabllities to operating segments. Since aircraft fieet Is deployed
flaxibly across the Group route network, providing information on non —current assets by geographical and
business segments Is not considered meaningful,
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PRECISION AIR SERVICES PLC

FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

NOTES (CONTINUED)

CONTINGENCIES
Legal claims

As at 31 March 2018, the Group was a defendant in some few legal actions relating to Labour relation matters.The
matters are under mediation between former employees and the company. It Is not practicable to determine the
timing and ultimate labilities (If any) that may crystallse upon resolution of the pending matters. In opinion of the
directors there Is no significant exposure to the company that would warrant provision In the financial statements

for these cases.

EMPLOYEES

Number of employees for the Group at the end of the year was 356 (2017: 438).
EARNINGS PER SHARE (EPS) - BASIC AND DILUTED

Basic eamings per share is calculated on the loss after tax attributable to ordinary equity holders divided by

the weighted average number of ordinary shares outstanding during the year,

Diluted eamings per share Is calculated on the loss after tax attributable to ordinary equlty holders divided by
the weighted average number of ordinary shares outstanding after adjustment of dilutive potential ordinary
shares.The baslc and diluted eamings per share are the same as there are no dllutive Instruments.

31Merch 2018 31 March 2017

Group

Loss for the vear (TZS'000) {21,545,5886)
Number of shares (000" 160,473
Eamings Per Share {TZS) {134.26)
Company

Loss for the year {TZS'000) (21,408,454)
Number of ehares ("'000") 160,473
Eamings Per Share (TZS) (133.40)

(27,242,165)
160,473
(169.76)

{29,801,051)

160,473
(185.71)
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PRECISION AIR SERVICES PLC

FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

NOTES (CONTINUED)

CAPITAL MANAGEMENT

The Group defines capital as the total equity and net debt of the Group. The primary objective of the Group’s capital
management |s to ensure that it maintains healthy capital ratios In order to support Its business and maximise
shareholder value. While the overall responsibliity of capital management rests with the board of Directors, the day
to day capltal management Is deligated to the management commities.

The Group manages its capital structure and adjusts it In light of changes in economic conditions. To maintaln or
adjust the capital structure, the Group alms to maintain capital discipline In relation to investing activitles and may
adjust the dividend payment to shareholders, return capltal to shareholders or Issue new shares. No changes were
made in the objectives, policies, or processes during the years end 31 March 2018 and 31 March 2017.

The Group includes within net debt, borrowings, trade and other payables, less cash and cash equivalents. All
components of equity are Included In the denominator of the calculation. Trade and other payables are Included
within net debt due to the liquidity challenges the Group Is facing. Once the sltuation normalises, these will be
excluded.

The Group does not have a targst debt ratio.

* Group Group Company Company
Group 31 March 2018 $1March2017  31March2018  31March2017
TZ8'000 TZS'000 TZ5°000 " TZS'000
Borrowings 324,346,965 315,750,972 324,346,065 315,750,972
Trade and other payables 65,447,882 78,055,709 65,447,882 75,055,709
Cash and bank balances (604,937) {738.278) {804,937) (683,379)
Net debt 388,328,205 390,070,403 388,328,305 390,123,302
Equity (270,129,108%) (248,583,519) {270,908,094) (249,602,540)
Capital and net debt 118,060,805 141,486,884 118,280,916 140,620,762
Net debt ratlo 327% 276% 320% 277%

BExtemally Imposed caplital requirements
Other than the securitles pledged for borrowings (Note 23), requirements imposed by lenders Include:

- Debt coverage ratio of 1.1 (which both the Group and Company has not complied with); and
-  Obtaining consent from the Bank befcre changing the Cempany’s capital structure or sale of shares.
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PRECISION AIR SERVICES PLC

FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

NOTES (CONTINUED)

FAIR VALUE DISCLOSURES
Falr value hierarchy

IFRS 13 specifies a hierarchy of valuation techniques based on whether the Inputs to those valuation techniques are
observable or unobservable. Observable Inputs reflect market data obtalned from independent sourcss;
unobservable inputs refiect the Bank's market assumptions. These two types of inputs have created the following falr
valus hierarchy:

* Level 1-Quoted prices {unadjusted) in active markets for Identical assets or liabliiies. This level includes listed
equity securities and debt instruments on exchanges and exchanges traded derivatives like futures.

* Level 2 - Inputs other than quoted prices Included within Level 1 that are observable for the asset or liabllity,
elther directly (that is, as prices) or indirectly (that Is, derived from prices). The sources of input parameters are:
LIBOR yield curve, Bloomberg and Reuters.

e Level 3 -inputs for the assst or llabllity that are not based on obssrvable market data {unobservable inputs).
The Group did not have at the reporting date any financlal assets and liablities measured at fair value. The table

below analyses the fair value hierarchy of the Group’s financlal assets and liabilities not measured at fair value at 31
March.

Fair values Carryilng amount

Level 31 March2018 31 March 2017 h a
Group TZ8'000 TZS'000 TZS8'000 TZS'000
Elnancial assets
Trade and other recelvables Level 2 8,088,333 7,500,397 8,988,333 7,500,387
Cash and short-term deposits  Level 2 604,937 738,278 604,037 736,278
Elnanc|at Habllities
Borrowings Leval 2 324,346,085 315,750,972 324,340,065 315,750,072
Trade and other payables Level 2 27,450,678 35,080,100 27,460,078 35,080,100
Company
Financlal assets
‘Trade and other recelvables Level 2 8,088,333 7,562,976 8,988,333 7,552,976
Cash and short-term deposits  Levsl 2 604,937 683,379 604,037 683,379

nel Il

Borrowings Level 2 324,346,865 315,750,972 324,340,985 315,750,972
Trade and other payables Level 2 27,460,678 35,080,100 27,460,878 35,080,100

Recelvables, cash and short term deposits, and payables are held at amortised cost.Their camying amounts
approximate their fair values due to thelr short term maturities.

For the borrowings repayatile on demand (classified as current liabllites owing to breach of the terms of the borrowing
agreements), the camying value approximate the fair value.

The carrying amounts of bank overdrafts approximata their fair values due to thelr short term maturities. The carrying
amounts of term loans other than those for Citibank, Finfund and EDC are desmed to approximate their fair values
due to materiliality of the amounts involved.
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PRECISION AIR SERVICES PLC

FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018
NOTES (CONTINUED)
NON CURRENT ASSETS HELD FOR SALE (GROUP AND COMPANY)

31 March 2018 31 March 2017

TZ8'000 TZS'000

Cost - 92,688,805
Accumulated depreciation - {23,806,638)
Fair value loss - {22 393 486)
Sub total - 46,488,681
Reversal of fair value loss - 9,738,525
Transfer to property and equipment - (56,227,206}
Falr value 0 -

The sale and leaseback transaction that gave rise to non-curvent assets held for trade Is no longer under

consideration and was transferred to PPE in prior year.

31 March 2018 31 March 2017
TZS'000 TZS'000
Cost fransfer to property and equipment (Note 13) - 92,688,805
Accumulated depreclation transfer to property and equipment (Note 13) - {36,481,599)
Canrying value transfermed - 56,227,206
Reversal of falr value loss:
Previously recorded falr value loss - 22,303,486
Depreclation for perlod non-current agsets were classified as held for sale - {6,183,505)
Alrcarft engine Impalrment for the year ended 31 March 2017 - (6.471,458)
= 9,738,525
PRIOR YEAR ADJUSTMENTS
Note Before After
restatement Adjustment restatement
TZS000 TZS'000 TZS'000
Group
Cost of sales a 78,873,683 14,366,768 83,240,451
Adminisirative expenses a 39,818,033  (14,368,768) 25,452,165
Finance costs b 15,514,528 5,162,469 20,876,007
Loss on forelgn currency exchange b 8,454,808 (5,162,469) 3,202,429
Company
Cost of sales a 78,873,683 14,366,768 83,240,451
Administrative expensss a 39,622,368  (14,366,788) 25,255,598
Finance costs b 15,614,528 5,162,469 20,676,997
Loss on foreign currency exchange b 8,454,808 (5,162,460) 3,292,429

a. Direct employes costs previously Included in administrative expenses.

b. Forelgn currency exchange losses on borrowings previously Included in loss on forelgn currency exchange.

The prior year adjustments had no effect on balance sheet, statement of cash flows and Earning per share.

SUBSEQUENT EVENTS
There was no significant event after the balance sheset date.
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