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PRECISION AIR SERVICES PLC

HIGHLIGHTS

FOR THE YEAR ENDED 31 DECEMBER 2019

GROUP

Revenue

Passenger

Interline revenue

Freight and mail

Cancellation income

Na show fees and other charges
Passenger tickets writeback
Fuel surcharge

Total

Direct expenditure

Gross profit

Gross profit margin %
Operating loss

Finance costs

Loss before income tax
Income tax expense

Loss for the year/period

Other comprehensive income
Total comprehensive loss for the year/period

Earnings per share (TZS)

OPERATING STATISTICS

Passengers

Revenue Passenger Kilometre (RPK's) ('000)
Available Seats Kilometre (ASK's) ('000)
Passenger load factor

Yield per RPK (USc)
Employees

ASK's per employee - '000
Revenue per employee - TZ3'000
Loss per employee - TZS'000
Block hours

Fleet Size at year/period end
ATR 72 - 500

ATR 42 - 600

ATR 42 = 500

ATR 42 = 320

Total numbers of aircraft

Grounded aircraft (Out of the above tolal fleet size)

ATR 42 - 320

ATR 42 - 600
Total

-month 9-month
period to period to

31 December 31 December
2019 2018

TZS '000 TZS '000
94,581,383 73,376,470
62,956 316,902
863,081 653,549
570,310 426,165
1,251,027 843,900
3,723,672 4,139,160
23,433,665 18,169,487
124,486,094 97,925,633
(126,923 585) (86,608,161)
(2,437,471) 11,317,472
(2%) 12%
(24,522,563) (17,946,416)
(19,616,476) (19,133,862)
(44,139,039) (37,080,278)

(44,139,039)

(37,080,278)

(44,139,039)

(37,080,278)

(275.06) (231.07)
483,766 365,892
216,818 162,925
413,542 302,268
52% 54%
18.83 21.78
308 396
1,039 800
135,809 247,287
(110,902) (93,637)
19,354 14,376
5 5

2 2

2 2

1 1

10 10

1 1

2 2

3 3




PRECISION AIR SERVICES PLC

REPORT OF THE DIRECTORS
FOR THE YEAR ENDED 31 DECEMBER 2019

INTRODUCTION

The Directors present their annual report together with the consolidated and separate audited financial statements for
the year ended 31 December 2019 which disclose the state of affairs of Precision Air Services Plc (the "Company”)
and its subsidiaries (together the "Group").

The consolidated and separate financial statements for the year ended 31 December 2019 were approved and
authorized for issue by Directors as indicated on the statement of financial position.

INCORPORATION

The Company and its subsidiaries are incorporated in Tanzania under the Companies Act, 2002 as public companies
limited by shares.

GROUP'S VISION

To be the airline of choice and catalyst for change.

GROUP'S MISSION

To provide superior airline services that are customer-focused, reliable, and competitive.

PRINCIPAL ACTIVITIES
The principal activities of the Company are reglonal and domestic air carriage of passengers and cargo.

The Company flies to thirteen (13) destinations (2018: 13) within (domestic destinations) and outside Tanzania (regional
destinations). Domestic destinations include Arusha, Kilimanjaro, Mwanza, Bukeba, Mtwara, Kigoma, Tabora,
Musoma, Serengeti, Kahama and Zanzibar, Regional destinations include Nairobi, Musoma and Entebbe.

The Company has two (2) subsidiaries, Precision Handling Limited and Precise Systems Limited. Precision Handling
Limited provides ground handling services in Dar es Salaam, Kilimanjaro, and Mwanza while Precise Systems Limited
used to distribute the Galileo Reservation system to airlines and travel agents in Tanzania. All subsidiaries are dormant.

PERFORMANCE FOR THE YEAR
Capacity offered to the market

The Available Seats Kilometre (ASK) released to the market amounted to 414 million (2018: 302 million) which is an
increase of 37%.

Capacity utilized

Total passengers carried in the network during the financial year was 483,766 compared to a prior-year level of 365,892
thus an increase of 32% compared to the prior year. The increase is because of the nine (8) months presentation for
the 9-month period ended 31 December 2018 compared to the 12 months for the year ended 31 December 2019.
There were no significant changes in terms of frequencies offered and routes operated for the year ended 31 December
2019 compared to the 9-month period ended 31 December 2018,

The Revenue Passenger Kilometre (RPK) achieved from the market was 217 million (2018: 163 million) which is an
increase of 33% compared to the prior year.

Yields

Yield per RPK achieved during the year was 18.93 US Cents (USc) (2018: USc 21.78).
Profitability

During the year the Group recorded a loss of TZS 44.1 billion (2018: loss of TZS 37.1 billion), whereas the Company
recorded a loss of TZS 44.0 billion (2018: loss of TZS 36.9 billian). Detailed financial results of the Group and Company
for the year are set out an page 18. ;
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PRECISION AIR SERVICES PLC

REPORT OF THE DIRECTORS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)

FUTURE DEVELOPMENTS AND PLANS

The Group will continue to focus on impraving profitability and liquidity to ensure the airline remain competitive in the
market by increasing revenues and maintaining costs at reasonable levels. The key focus areas will be:

Reviving the fleet that is on AQG (Aircraft on ground);

Cost management;

Route rationalization,

Customer service enhancement;

Invest in smart technologies;

Schedule integrity & on time performance,;

Enhancement of our distribution channels;

Review the entire network and create a mini hub concept,

Continue operationalization of the Company's Strategic Thrust with the nine (9) focus areas into tangible action

areas (232 in total) for visibility and accountability in implementation with clear timelines- reviewed and measured

on a monthly/quarterly basis;

s Stabilization of the operations- continue with engine overhauls and recovery of engines to operate a minimum of
5 ajreraft in order to enhance operational reliability;
More selling on the online platform to improve the product distribution and reduce distribution costs;

s Conclude the PW/KQ joint venture agreement an the key routes i.e. NBO/DAR, NBO/JRO & NBO/ZNZ,

s Finalized interline agreement with ATCL on international and domestic routes and continue the domestic Tanzania
and Kenya codeshares for KQ/PW for increased feed/de-feed purposes;

= Continue to pursue new customers on third party maintenance services that is aimed at generation of additional
revenues through active sell of the MRO services;

+ Pursue additional revenue generation through the set-up of the ATO (Airline Training Organization) and increase
the required skills sets in the country;

+ Continue to pursue restructuring of the aircraft loan facility 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 no fluctuation in the Company's share price. At the close of the financial year the Company’s
share was trading at the Dar es Salaam Stock exchange at TZS 470 per share (31 Dec 2018: TZS 470 per share).

DIVIDENDS

The Directors do not recommend payment of dividend (31 December 2018: Nil).

SOLVENCY AND GOING CONCERN EVALUATION

The Group and Company's state of affairs is set out an pages 18 and 20 of the financial statements.

The Group recorded a net loss of TZS 44.1 billion during the year (2018: loss of TZS 37.1 billion) and as of that date, the
Group's current liabilities exceeded its current assets by TZS 451.7 billion (2018: TZS 435.8 billion). The Group was also
in a shareholders' deficit position of TZS 351.3 billion as of that date (2018: TZS 307.2 billion).

Furthermore, during the year the Company recorded a net loss of TZS 44.0 billion (2018: loss of TZS 36.9 billion) and as
at that date, the Company's current liabllities exceeded its current assets by TZS 451.7 billion (2018: TZS 435.8 billion).
The Company was alsa in a shareholders' deficit position of TZS 351.8 billion as at that date (2018: TZS 307.8 billion).

The Group continues to face working capital challenges to support its working capital requirements and to honour, in

time, repayment of maturing loan obligations. The Company also has delayed remittance of statutory deductions and
taxes to the relevant authorities.

On 11 March 2020, COVID-19 was declared a pandemic by the World Health Organization, and most governments
continue taking restrictive measures to contain its further spread affecting the free movement of people and goods.

Currently, the spread of COVID-19 has contributed to a material uncertainty on the entity's ability to continue as a geing
CONcCern,
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PRECISION AIR SERVICES PLC

REPORT OF THE DIRECTORS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)

SOLVENCY AND GOING CONCERN EVALUATION (CONTINUED)

These conditions give rise to material uncertainty that may cast doubt about the Group's and Company's ability to
continue as a going concern and, therefore, the Group and Company may be unable to realize its assets and discharge
its liabilities in the normal course of business.

Directors have reviewed these considerations and the results of this assessment have been documented and presented.
in the financial statements as set forth in Note 3 (c) of the financial statements.

Subject to the comments and the conclusions made in Note 3 (c) of these financial statements the Directors believe that
the Group will remain a going concern for at least twelve months from the date of this report.

RELATED PARTY TRANSACTIONS

Details of transactions with related parties are disclosed in Note 30 of the consolidated and separate financial statements,
CAPITAL STRUCTURE AND DEBT FINANCING

The capital structure for the year under review is shown below:

Authorised share capital

‘242,000,000 ordinary shares of TZS 20 each (31 December 2018: 242,000,000 ordinary shares of TZS 20 each).

Issued called up and fully paid share capital
160,472,720 ordinary shares of TZS 20 each (31 December 2018; 160,472,720 ordinary shares of TZS 20 each).
Share premium

The Group realized from the 2012 Initial Public Offering (IPQ), a share premium of TZS 10.491 million. There were no
changes in the share premium during the year under review.

Loans
The Group is financed by loans amounting to TZS 350.7 hillion as of year-end (2018: TZS 334.2 billion).

These loans have been classified as current in these financial statements due to a breach of covenants in the loan
agreements. For mare details, refer to Note 26 of the financial statements.

SHAREHOLDING

The shareholding of the Company as at year-end is as stated below:

31 December 2019 31 December 2018
Name
No. of % Amount No. of % Amount
shares Shareholding TZS'000 shares Shareholding TZ5'000
Michael N. Shirima 68,857,650 4291 13771533 68,857,650 42.91 1,377,153
Kenya Airways Limited 66,157,350 41.23 1,323,147 66,157,350 41.23 1,323,147
Public 25,457,720 15.86 509,154 25,457,720 15.86 509,154

160,472,720 100.00 3,209,454 160,472,720 100.00 3,209,454




PRECISION AIR SERVICES PLC

REPORT OF THE DIRECTORS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)

SHAREHOLDING (CONTINUED)

The distribution of shareholders as of 31 December 2019 were as follows:

Name of shareholder No. of shares % Shares Type Nationality
Michael N. Shirima 68,857,650 42.91% Individual Tanzanian
Kenya Airways Ltd 66,157,350 41.23% Corporate Kenyan
Precision Air Employee Share Cwnership
Scheme* 1,765,300 1.10% Corporate Tanzanian
Damas Dismas Kamani 475,700 0.30% Individual Tanzanian
Fahad Saleh Nahdi 421,000 0.26% Individual Tanzanian
Shinyanga Emporium (1978) Ltd 400,000 0.25% Corporate Tanzanian
Tanzania Standard (NewsPapers) Ltd 300,000 0.19% Corporate Tanzanian
Quality Group Ltd 210,500 0.13% Corporate Tanzanian
Raj Chintan Kakkad 200,000 0.12% Minor Tanzanian
Shilpa Pratish Kakkad 200,000 0.12% Individual Tanzanian
Chintan Maganlal Kakkad 200,000 0.12% Individual Tanzanian
Dhiraj Chintan Kakkad 200,000 0.12% Individual Tanzanian
Pratish Maganlal Kakkad 200,000 0.12% Individual Tanzanian
Than Investments Ltd 200,000 0.12% Corporate Tanzanian
National Insurance Corporation of Tanzania Ltd 200,000 0.12% Corporate Tanzanian
Others individually holding less than 0.12% 20,485,220 12.79%

160,472,720 100.00%

* The Group operates an Employee Share Ownership Scheme that was set up during the Initial Public Offering in 2011.
The scheme is inactive and currently holds 1,765,300 shares (2018: 1,765,300 shares). This is a trust that was established
during the Initial Public Offering (IPO) to enable staff to purchase shares collectively.

COMPOSITION OF THE BOARD OF DIRECTORS
The Directors of the Company who served during the year and to the date of this report were:

Name Nationality Position Age  Appointment Resignation
Mr. Michael N. Shirima Tanzanian Chairman 79 16 January 1991 N/A

Mr. Vincent M. Shirima Tanzanian Director 47 11 September 1897 19 December 2019
Mr, Sebastian Piotr Mikosz Polish Director 49 29 June 2017 5 February 2020
Mr. Avelyne Msaki Tanzanian Director 47 29 August 2016 N/A

Ms. Hellen Muthoni Mathuka Kenyan Director 48 20 March 2018 N/A

Mr. Abdulrahman Omar Kinana Tanzanian Director 71 18 April 2018 N/A

Mr. Julius Ngunu Thairu Kenyan Director 46 1 September 2018 26 August 2021
Mr. Evans Ndorosey Tanzanian Director 72 19 December 2019 N/A

Mr. Allan Kilavuka Inuani Kenyan Director 50 27 February 2020 N/A

Mr. Dickson Murianki Kenyan Director 53 26 August 2021 N/A

The Group company secretary during the year was Mr. Migire Migire.
DIRECTORS' INTEREST IN THE SHARES OF THE COMPANY

As shown in item 13 above, Mr. Michael N. Shirima holds 42.91% of the Company's issued ordinary share capital. None
of the other Directors holds an interest in the Company.

DIRECTORS' REMUNERATION

The Directors are entitled to sitting allowance for every meeting of the Board or its committees as follows:

31 December 31 December

2019 2018

TZS ‘000’ TZS '000'

Chairman of the board 6,254 6,236

Other Directors 34,398 24 944
Other fees paid during the year fo the Directors':

Chairman of the board 389,525 292,144
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PRECISION AIR SERVICES PLC

REPORT OF THE DIRECTORS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)

ORGANISATION STRUCTURE

The Management of the Group is under the Group Managing Director & CEOQ and is organised in the following functions:

Managing Director's Office;

Finance;

Commercial Strategy and Network Planning;
Human Resources and Administration;
Flight Operations;

Information Systems;

Technical and Engineering;

Ground Operations;

Quality & Safety,

Legal; and

Internal Audit.

KEY MANAGEMENT PERSONNEL

The key management personnel who served the Group during the year up to the date of this report were:

Mr. Patrick Mwanri - Group Managing Director & CEO (Appointed - 1 April 2019);

Ms. Sauda Rajab - Group Managing Director & CEO (Resigned - 31 March 2019);

Mr. Deusdedit Mussa - Head of Finance and Information Systems (Appointed - 1 April 2019);

Mr. Elly Osewe - Head of Finance and Information Systems (Resigned- 31 March 2019);
Ms. Lilian Massawe - Head of Commercial and Ground Services (Appointed 19 June 2019);

Mr. Robert Owusu - Head of Commercial and Ground Services (Resigned 31 March 20189);
Ms. Reynada Sikira - Head of Human Resources and Administration;

Mr. Peter Fiwa - Head of Flight Operations;

Mr. Pablo Alves - Head of Technical,

Mr. Patrick Mwanri - Head Quality, Safety and Security (Re-appointed to CEO an 1 April 2019),
Mr. Khalid Kaude - Head Quality, Safety and Security (Appointed 19 July 2021);

Ms. Anale John - Head of Internal Audit (Relocated to Revenue Accounting Manager in March 2019);
Ms. Wendy Benedict - Head of Internal Audit (Appointed on, 1 April 2020); and

Mr. Migire Migire - Chief Legal Counsel and Company Secretary.

None of the mentioned key management personnel are members of the Company's Board of Directors.

ACCOUNTING POLICIES
The annual financial statements are prepared on the underlying assumption of going concern,

The Group's significant accounting policies, which are laid out under Note 4 of the financial statements are subject to an
annual review to ensure continuing compliance with International Financial Reporting Standards.

INVESTMENTS
The Company has invested in two (2) subsidiaries, Precision Handling Limited and Precise Systems Limited.

Precision Handling Limited was incorporated in Tanzania in 2010 and 99.99% of its share capital is held by Precision Air
Services Limited. The subsidiary provides ground handling services to Precision Air Services Limited and is yet to obtain
a license to serve other third-party airlines,

Precise Systems Limited was incorporated in Tanzania in 2011 and 99% of its share capital is held by Precision Air Services
Limited. The subsidiary used to distribute the Galileo Reservation system to Airlines and Travel Agents in Tanzania. The
Subsidiary commenced operations on 1 July 2012 and stopped operations in 2015.

All subsidiaries are dormant.
ACQUISITIONS AND DISPOSALS

There was no disposal or acquisition of business during the year ended 31 December 2019 (2018: Nil). Acquisitions and
disposals of properties and equipment are disclosed on Note 16 of the financial statements.
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PRECISION AIR SERVICES PLC

REPORT OF THE DIRECTORS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)

POLITICAL AND CHARITABLE DONATIONS

There was a contribution to community projects and other charitable organizations during the year of TZS 2.7Million (2018:
Nil). No political donations were made during the year (2018: Nil).

EMPLOYEES' WELFARE
Management and Employees' Relationship

A healthy relationship continues to exist between management and employees. There were 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 from discrimination of any kind and without regard to factars like
gender, marital status, tribe, religion, or disability.

Training Facilities

The Group spansors its employees for both short-term and long-term courses within and outside the country in various
disciplines depending on the corporate needs and financial resources available,

Medical Assistance

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

Financial 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 circumstances. Financial assistance and salary advances are provided on a case-by-case basis.

Retirement Benefits

Group and Company employees are members of the National Social Security Fund ("NSSF"), a publicly administered

pension plan on a mandatory basis. The Company contributes 10% of the employees’ gross salarles 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

circulars. The Group has continued to maintain a conducive working environment in terms of providing suitable workplaces,
offices, and washrooms.

The number of employees in the Group at the end of the year totaled 398 as compared to 396 at the end of the year ended
31 December 2018. None of the subsidiaries had an employee.

GENDER PARITY

The Group is an equal opportunity employer. |t gives equal access to employment opportunities and ensures that the best
available person is appointed to any given position free from discrimination of any kind and without regard to factors like
gender, marital status, tribes, religion, and disability which does not impair the ability to discharge duties. As at 31

December 2018, the Group had 252 (63%) male and 146 (37%) female employees (31 December 2018: 255 {64%) male
and 141 (36%) female employees).

DISABLED PERSONS

It remains the Group's policy to accept disabled persons for employment for those vacancies that they can fill. Opportunities
for advancement are provided to each disabled person when a suitable vacancy arises within the organization and all
necessary assistance is given with initial training. Where an employee becomes disabled during his or her employment,
the Group will seek suitable alternate employment and necessary training thereof. The Group's policy is not discriminatory
against people with regard to race, gender, religion, or disabilities,
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PRECISION AIR SERVICES PLC

REPORT OF THE DIRECTORS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)

CORPORATE GOVERNANCE

Code of Corporate Practice and Conduct

The Board of Directors of Precision Air Services Plc is responsible for the governance of the Group and is accountable to
the Shareholders for ensuring that the Group complies with the law and the highest standards of corporate governance
and business ethics. The Directors attach great importance to the need to conduct the business and operations of the
Group with integrity and in accordance with generally accepted corporate governance practice and endorse the
internationally developed principles of good corporate governance.

Board of Directors

The full Board meets at least four (4) times a year. The Directors are given appropriate and timely information so that they
can maintain full and effective control aver strategic, financial, operational, and complianca issues. Except for direction and
guidance on general policy, the Board has delegated authority for the conduct of day-to-day business to the Managing
Director who is also the Chief Executive Officer (CEQ). The Board nonetheless retains responsibility for establishing and
maintaining the airline's overall internal control of financial, operational, and compliance issues.

All seven (7) members of the Board are non-executive including the chairman of the Board,

Committees of the Board

The Board has one standing committee, namely the Audit Committee of the Board, which meets regularly under the terms
of reference set by the Board. The committee meets four times a year or more as necessary. lts members comprise Mr.
Avelyne Msaki (Chairman), Mr Abdulrahman Kinana (replaced Mr. Vincent M. Shirima in 2021), and Ms. Hellen Muthoni
Mathuka, Its responsibilities include a review of the financial statements, compliance with Accounting Standards, liaison
with the external auditors, remuneration of the external auditors, and maintaining oversight on internal control systems.
The Head of Internal Auditor, Head of Finance and Information Systems, and Managing Director/Chief Executive Officer
attend all meetings of the committee. The external auditors attend the meetings on the invitation.

The Board met four (4) times during the year ended 31 December 2019 and the audit committee met twice.

86th 87th Bath ﬁglh A4TH 45TH 4gTH 47TH
Name BOD BOD BOD BOD BAC BAC BAC BAC
meeting meeting meeting Meeting meeting meeting meeting meeting
1 Mr Michael Shirima ) * " v ¥
2 Mr Vincent N. V v v «I v
Shirima
3 Mr. Avelyne Msaki X y J y X Y y y
4 Ms. Hellen Mwariri v Y \’ X \ Y Y A
5 Mr Sebastian Mikosz X X X V ¥ ¥ * .
6 Mr. Abdulrahman X v X y * i i %
Kinana
7 Julius Thairu V ) ) v * * * .

Key: Y attended the meeting; X absent with apology; R resigned; A Alternate representation * Not a member,

Internal controls

The Group has defined procedures and financial controls to ensure the reporting of complete and accurate financial
information. These cover systems for obtaining 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 assets are subject to
proper physical contrals and that the Group remains structured to ensure appropriate segregation of duties.

In reviewing the effectiveness of the systems of internal control, the Board considers the results of all the work carried out
to audit and review the activities of the Group. A comprehensive management accounting system is In place providing
financial and operational performance measurement indicators, Weekly and monthly meetings are held by management
to monitor performance and to agree on measures for improvement.

Code of ethics

The Group is committed to the highest standards of integrity, behavior, and ethics in dealing with all its stakeholders. All

employees of the Group are expected to avoid activities and financial interests that could clash with their responsibllities
to the airline,
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PRECISION AIR SERVICES PLC

REPORT OF THE DIRECTORS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)

CORPORATE GOVERNANCE (CONTINUED)

Directors' emoluments and loans

The emoluments paid to Directors for services rendered during the year ended 31 December 2019 are disclosed in Note
30 (b) of the financial statements. Neither at the end of the financial year nor at any time during the year was there any
arrangement to which the Group is a party, whereby Directors might acquire benefits by means of the acquisition of the
Company's shares. There were no Directors' loans at any time during the year,

CORPORATE SOCIAL RESPONSIBILITY

The Group has identified three (3) key community areas of support in which it participates under the corporate social
responsibility program. These are education, assisting orphans, and environmental conservation. During the year, there
was no corporate social responsibility support that was provided.

SECRETARY TO THE BOARD

The Secretary to the Board is responsible for advising the Board on legal and corporate governance matlers and, in
conjunction with the Chairman, for ensuring the efficient flow of information belween the Board, its Committees, and
Managemaent. 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 financial statements.

As required by the Capital Markets and Security Autherity, the Directors confirm with Guidelines on Corporate Governance
Practices by public listed companies in Tanzania.

AUDITOR
The auditor, KPMG, have expressed their willingnass to continue in office and is eligible for reappointment.

A resolution proposing the reappointment of KPMG as auditor of the Group and Company for the year ended 31 December
2020 will be put to the Annual General Meeting.

BY THE ORDER OF THE BOARD

Name: Michael Shirima Name: Avelyne Msaki

Title: Chairperson Title: Director

Date: ] [Ql'ﬂ] m]-f I 2032 Date: } -"'QLJII [Cny chgg

(//T * =
Signature: 3 isssect Signatu | A
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PRECISION AIR SERVICES PLC

STATEMENT OF DIRECTORS’ RESPONSIBILITIES
FOR THE YEAR ENDED 31 DECEMBER 2019

The Group's Directors are responsible for the preparation of the consolidated and separate financial statements that
give a true and fair view of Precision Air Services Plc comprising the consolidated and separate statements of financial
position as at 31 December 2019, and the consolidated and separate statements of profit or loss and other
comprehensive income, consolidated and separate statements of changes in equity and consolidated and separale
statements of cash flows for the year then ended, and the notes to the consalidated and separate financial statements,
which include a summary of significant accounting policies and other explanatory information, in accordance with
International Financial Reporting Standards, and in the manner required by the Companies Act, 2002,

The Directors are also responsible for such internal control as the Directors determine is necessary to enable the
praparation of financial statements that are free from material misstatement, whether due to fraud or error, and for
maintaining adequate accounting records and an effective syslem of risk manageament.

The Directors have made an assessment of the ability of the Group and Company ta conlinue as a going concern and
as disclosed in Note 3(c) to the consolidated and separate financial statements, are aware of a material uncertainty
related to events and conditions that may cast significant doubt on the Group's and Company's ability to continue as a
going concern and, therefore, the Group and Company may be unable to realise their assels and discharge their
liabilities in the normal course of business. As disclosed at Note 3(c), the directors have put in place measures and
plans to ensure that the Group and Company will continue as a golng concern at least 12 months from approval of
these financial staterments.

The auditor is responsible for reporting on whether the financial statements give a true and fair view in accordance with
the applicable financial reporting framework.

Approval of the consolidated and separate financial statements

The consolidated and separate financial Etatemenis T Precision Air Services Plc, as identified in the first paragraph,
were approved by the board of directors’ on 1 lelisieang 2022,

Name: Michael Shirima Name: Avalyne Msaki
Title: Chairperson Title: Director
e
Signature: A‘?’"""’ b Signature: i o
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PRECISION AIR SERVICES PLC

DECLARATION OF THE HEAD OF FINANCE
FOR THE YEAR ENDED 31 DECEMBER 2019

The National Board of Accountants and Auditors (NBAA) accarding to the power conferred under the Auditors and
Accountants (Registration) Act No. 23 of 1972, as amended by Act Na. 2 of 1995, requires financial statements to be
accompanied with a declaration issued by the Director of Finance responsible for the preparation of financial statements
of the entity concemnead.

It is the duty of a Professional Accountant to assist the Board of Directors to discharge the responsibility of preparing
financial statements of an entity showing true and fair view position of the entity and performance in accordance with
applicable International accounting standards and statutory reporting requirements. Full legal responsibility for
consolidated and separate financial statements rests with the Board of Directors as under the Statement of Directors'
Responsibility on page 11.

|, Deusdedit Mussa, being the Head of Finance of Precision Air Services Ple hereby acknowledge my responsibility of
ensuring that the consolidated and separate financial statements for the year ended 31 December 2019 have been
prepared in compliance with the applicable accounting standards and statutory requirements.

| thus confirm that the consolidated and separate financial statements comply with applicable accounting standards
and statutory requirement as on that date and that they have been prepared based on properly maintained financial

records.
‘L/,/Qi

LT3 [ 1Y AL, | o o

Position: Head of Finance

NBAA Membership No.: ACPA 2132

Date: 7’ February 2022
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KPMG Telephone +255 22 2600330
Certified Public Accountants Fax +265 22 2600490

2nd Floor, The Luminary Email info@kpmg.co.tz

Haile Selassie Road, Masak Intarnet www . kpmg.com/eastafrica
P O Box 1160

Dar es Salaam, Tanzania

INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF PRECISION AIR SERVICES PLC

Report on the Audit of the Consolidated and Separate Financial Statements

We have audited the consolidated and separate financial statements of Precision Air Services Ple (‘the Group and
Company') as set out on pages 18 to 66, which comprise the consolidated and separate statements of financial position
as at 31 December 2019, and the consolidated and separate statements of profit or loss and other comprehensive income,
consolidated and separate statements changes in equity and consolidated and separate statements cash flows for the
year then ended, and notes to the consolidated and separate financial statements, comprising significant accounting
policies and other explanatory information.

In our opinion, the accompanying consolidated and separate financial statements give a true and fair view of the
consolidated and separate financial position of Precision Air Services Plc as at 31 December 2019, and of its consolidated
and separate financial performance and its consolidated and separate cash flows for the year then ended in accordance
with International Financial Reporting Standards (IFRSs) and in the manner required by the Companies Act, 2002.

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 Audifor's responsibilities for the audit of the consolidated and separate financial
statements section of our report. We are independent of the Group and Company in accordance with International Ethics
Standards Board for Accountants' International Code of Ethics for Professional Accountants (including International
Independence Standards) (IESBA Code) together with the ethical requirements that are relevant to our audit of the
consolidated and separate financial statements in Tanzania, and we have fulfilled our other ethical responsibilities in
accordance with these requirements and the IESBA Code. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.

Material Uncertainty Related to Going Concern

We draw attention to Note 3(c) of the consolidated and separate financial statements which indicate that the Group and
Company incurred a net loss of TZS 44.1 billion and TZS 44.0 billion respectively during the year ended 31 December
2019 and, as of that date, the Group's and Company's current liabilities exceeded their current assets by TZS 451.7 billion
each, the Group's and Company's total liabilities exceeded their total assets by TZS 351.3 billion and TZS 351.8 billion
respectively. The Group and Company also defaulted on their debt obligations as stipulated in the debt agreements
resulting in debts amounting to TZS 350.6 billion being due on demand. As stated in Note 3(c), these events or conditions,
along with other matters as set forth in Note 3(c), indicate that a material uncertainty exists that may cast significant doubt
on the Group's and Company's ability to continue as a going concern. Our epinion is not modified in respect of this matter.

Key Audit Matters

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

KPMG is a registered partnership in Tanzanla and a member  Partners A Njombe
firm of the KPMG global organization of independent firms V Onjala
affiliated with KPMG International Limited 13

["KPMG Internatianal "), a private English cornpany
limited by guarantee.
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INDEPENDENT AUDITOR'S REPORT

TO THE SHAREHOLDERS OF PRECISION AIR SERVICES PLC (CONTINUED)
Report on the Audit of the Consolidated and Separate Financial Statements

Key Audit Matters (Continued)

Kay Audit Mattar

Procedures

_and Note 8(a) to the consolidated and

1. Passangar ravenua recognition in the consulrdated and separata f'nancnal atatementa (Refar to Note 4(a).
separate financial statements)

During the year ended 31 December 2019,
the Group and Company each recognised
passenger revenue of TZS 124.3 billion,

Passenger tickets sales, net of discounts
and taxes are initially recorded as current
liabilities in the "Sales in Advance of
Carriage” account and recognised as
revenue when the ticket is flown or expires.
As disclosed in Note 8, the Group's and
Company's valug of unused tickets in
relation to passenger revenue at 31
December 2019 was TZS 16,6 billion.

The determination of the amount of revenue
to be recognised for each flight requires
complex information technology (IT)
systems and involves the exchange of
information with third party aviation industry
systems and other airlines for a high volume
of transactions.

The timing of revenue recognition for
expired unused tickets/documents requires
judgement due to the timeframe over which
revenue documents c¢an be utilised.
Management determines the value of
unused tickets revenue using a combination
of the terms and conditions of the underlying
documents and the historical expiry trends.

The accounting for passenger revenue also
involves the recording of manual journals in
the accounting records. We have
determined passenger revenue recognition
to be a key audit matter because of the
significant  judgements  Involved in
recognition of unused ticket revenues and
the significant audit effort due to manual
processes involved.

Our audit procedures in this area included:

Obtaining an understanding of the revenue management processes
and assessing the design and operating effectiveness of relevant
controls including application controls over recognition of revenue
using our own IT specialists;

Evaluating the appropriateness of the allocation of the transaction
price, including consideration of multiple performance obligations
and the timing of satisfaction of the performance obligations. This
included evaluation of the timing of revenue recognition for unused
tickets as well as flown passengers by comparing the recognized
revenues to the terms of the respective tickets;

Testing existence of revenue transactions during the period by
Inspecting on a sample basis revenue transaction to the underlying
supporting documentation such as passenger manifest reports:

Evaluating the reasonability of management's policy for recognising
the expired tickets against the terms and conditions of the tickets
sold and historical trends;

Reperforming a reconcillation between the total tickets sold, the
total revenue recognised (i.e. the total uplifts in the year) including
uplits done by other carriers, the expired tickets recognised in
revenue, and the sales in advance of carriage (i.e. the unutilised
tickets);

Re-computing the write-back of expired tickets in the year based on
terms and conditions of the ticket and historical trends.as described
in Note 7(ii);

Inspecting manual journals posted to the revenue account to the
supporting source documents for validity;

Evaluating the adequacy of financial statements disclosures in
accordance with the requirements of IFRS 15, Revenue from
Contracts with Customers.

14
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INDEPENDENT AUDITOR'S REPORT
TO THE SHAREHOLDERS OF PRECISION AIR SERVICES PLC (CONTINUED)

Report on the Audit of the Consolidated and Separate Financial Statements
Key Audit Matters (Continued)

¥ F

2. Aircraft impairment in the consolidated and separate financial statements (Note 7(i) and Note 16 to the
consolidated and separate financial statements) | - Sl et

As at 31 December 2019, the Group and Company | Our audit procedures in this area included:
each had aircraft with a carrying amount of TZ5 87.4

o - Assessing the condition for aircraft and aircraft
billion. ’ . ;
components through physical verification and inspection
Alircraft impairment has been a key audit matter of the relevant data such as aircraft utilisation records;
HeEaUss: - Assess the appropriateness of method used by
¢ Aircraft is the main revenue-generating asset of management in determination of the recoverable amount
the Group and Company and it makes up 66.3% of aircraft;

of total assets; - Assessing the competency, experience and

¢« Management uses an independent expert for independence of the expert used by management;

aircraft valuation; and - Challenging the management's assumptions used in the

* The identification of indicators of impairment determination of recoverable amounts of aircraft and its
and determination of the estimate of the compenents such as the use of half-life market values
recoverable amount of aircraft involves through inquiries with technical engineers and inspection
subjective judgments and uncertainties that of technical reports; and

require special audit consideration because of
the likelihood and potential magnitude of
misstatements to the values of aircraft, The
determination of the recoverable amounts
involves the use of assumptions such as half-
life soft market values secenario and market
price values informed by different variables
such as the age of the aircraft, cumulative hours
of flight, the cumulative number of and cycles,
and the economic and market conditions.

- Evaluating the adequacy of disclosures in the
consolidated and separate financial statements
disclosures in accordance with the requirements of IAS 36
Impairment of Assefs and IFRS 13 Fair Value
Measurement.

Other Information

The Directors are responsible for the other information. The other information comprises the information included in the
document titled Precision Air Services Ple Annual Report and Consolidated and Separate financial staternents for the year

ended 31 December 2019 but does not include the consolidated and separate financial statements and our auditor's report
thereon.

Our opinion on the consolidated and separate financial statements does not cover the ather information and we do not
express any form of assurance conclusion thereon,

In connection with our audit of the consolidated and separate financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with the consolidated and
separate financial statements or our knowledge obtained in the audit, or otherwise appears to be materially misstated, If,
based on the work we have performed, we conclude that there is a material misstatement of this other information, we are
required to report that fact. We have nothing to report in this regard.

Responsibilities of the Directors for the Consolidated and Separate Financial Statements

The Directors are responsible for the preparation of consolidated and separate financial statements that give a true and
fair view in accordance with IFRSs and in the manner required by the Companies Act, 2002, and for such internal contral
as the Directors determine is necessary to enable the preparation of consolidated and separate financial statements that
are free from material misstatement, whether due to fraud or error.

In preparing the consolidated and separate financial statements, the Directors are responsible for assessing the Group's
and 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.

156



kPG

INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF PRECISION AIR SERVICES PLC (CONTINUED)

Report on the Audit of the Consolidated and Separate Financial Statements
Auditors Responsibilities for the Audit of the Consolidated and Separate Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated and separate 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 reasanably be expected to influence
the economic decisions of users taken on the basis of these consolidated and separate financial statements.

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

® Identify and assess the risks of material misstatement of the consolidated and separate 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.

®  Obtain an understanding of internal control relevant to the audit in order to desigh 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 Company's internal control,

®  Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by Directors.

® Conclude on the appropriateness of Directors’ use of the going concern basls 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 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 consolidated and separate 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 raport. However, future
events or conditions may cause the Group and/or the Cormpany to cease to continue as a going concern,

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

*  Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities
within the Group to express an opinion on the consolidated 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 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.

We also provide the Directors with a statement that we have complied with relevant ethical requirements regarding
independence, and communicate with them all relationships and other matters that may reasonably be thought to bear
on our independence, and where applicable, actions taken to eliminate threats or safeguards applied,

From the matters communicated with the Directors, we determine those matters that were of most significance in the
audit of the consolidated and separate 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.
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INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF PRECISION AIR SERVICES PLC (CONTINUED)

Report on Other Legal and Regulatory Requirements
As required by the Companies Act, 2002 we report to you, based on our audit that:

' in our opinion, proper accounting records have been kept by Precision Air Services Plc:

. the individual accounts are in agreement with the accounting records of the Group and Company;

i we obtained all the information and explanations which, to the best of our knowledge and belief, are necessary
for the purposes of our audit;

’ director’s report is consistent with the consolidated and separate financial statements: and

s information specified by the law regarding Directors’ emoluments and other transactions with the Group and

Company is disclosed,

KPMG
Certified Public Accountants (T)

s s

Signed by engagement partabr: CPA Vincent Onjala (TACPA 2722)
Dar es Salaam

TR | WFJ" AU D
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PRECISION AIR SERVICES PLC

CONSOLIDATED AND SEPARATE STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2019

Note
Operating activities
Loss after tax
Adjust far:
Depreciation of property and equipment 16
Gain on disposal of property and equipment 10
Amortisation of intangible assets 17
Interest an borrawings 26
Interest expense on lease 29
Impairment of property and equipment 16
Provision for bad debts 21

Release of provisions
Net unrealised forex 14

Net cash before working capital changes

Changes in Working Capital:
= [nventories

Trade and other receivables
Prepayments

Sales in advance of carriage
Trade and other payables

Cash generated from operations

Income tax paid
Payment of interest on lease liabilities

24(a)

Net cash from operating activities

Investing activities

Acquisition of computer software 17
Proceeds from sale of property and

aquipment

Purchase of property and equipment 16

Net cash used in investing activities

Financing activities
Repayment of borrowings
« |Interest ' 26
s  Principal 26
Repayment of principal portion of lease
liabilities
Overdraft conversion to term loan

Net cash used in financing activities

Net increase In cash and cash

equivalents

Cash and cash equivalents at start of the
year/period

Effect of movements in exchange rates on

cash held

Cash and cash equivalents at year/period

end 23

Group
12-month Group Company Company
period 9-month 12-month 9-maonth
ended period ended period ended period ended
31 Dec 2019 31 Dec 2018 31 Dec 2018 31 Dec 2018
TZS ‘000 TZE '000 TZS ‘000 TZS ‘000
(44,139,039)  (37,080,278) (43,989,494)  (36,930,742)
33,347,353 23,797,571 33,200,202 23,650,419
(23,780) (18,000) (23,780) (18,000)
186,249 97,502 183,830 95,118
17,619,578 13,857,397 17,619,578 13,957,397
588,747 - 588,747 -
1,147,458 22,386,491 1,147,458 22,386,491
(1,455,333) 5,333,729 (1,455,333) 5,333,729

(11,603,813

. ) - (11,603,813)
926,630 4,032,838 926,630 4,032,838
8,197,863 20,903,437 8,197,838 20,903,437
975,101 (3,346,122) 975,101 (3,346,122)
(408,324) (1,285,629) (408,324) (1,285,629)
395,959 (388,798) 395,959 (388,796)
(1,508,377) (495,322) (1,506,377) (495,322)
5,476,084 5,002,348 | 5,476,084 6,902,348
13,130,306 22,289,916 13,130,281 22,289,916
= (129,157) - (129,157)
(588,747) - (588,747) -
12,541,559 22,160,759 12,541,534 22 160,759
(194,974) (152,226) (194,974) (152,226)
23,780 18,000 23,780 18,000
(4,737,468) (17,858,799) (4,737,468) (17,858,799)
(4,908,662) (17,993.025) (4,908,662) (17,993,025)
(118,754) (1,737,088) (118,754) (1,737,088)
(2,390,210) (39,828) (2,390,210) (39,828)
(191,602) - (191,602) -
402,200 - 402,200 -
(2,298,366) (1,776,916) (2,298,366) (1,776.,916)
5,334,531 2,390,818 5,334,506 2,390,818
(3,900,381) (6,220,630) (3,900,381) (6,220,630)
(177,302) (70,569) (177,277) (70,569)
1,256,848 (3,900,381) 1,256,848 (3,900,381)

The notes on pages 23 to 66 form part of these consolidated and separate financial statements.

Report of the Auditor — page 13-17
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PRECISION AIR SERVICES PLC

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019

CORPORATE INFORMATION

The Company is incorporated in Tanzania under the Companies Act, No. 12 of 2002, as a limited liability Company and
it is domiciled in Tanzania. The Company's shares are publicly traded at the Dar es Salaam Stock Exchange. The
principal activities of the Company are regional and domestic air carriage of passengers and cargo.

The registered office is New Safari Hotel, Boma Road, P. O. Box 1636, Arusha Tanzania. Principal place of business
is Diamond Plaza, Mirambo Street, P.O. Box 70770, Dar es Salaam Tanzania.

The Company has two subsidiaries, Precision Handling Limited and Precise Systems Limited,

Precision Handling Limited was incorporated in Tanzania in 2010 and 99.99.% of its share capital is held by Precision
Air Services Limited and the minority shareholder is Elias Mwashiuya. The subsidiary provides ground handling
services to Precision Air Services Limited and is yet to obtain a licence to serve other third-party airlines.

Precise Systems Limited was incorporated in Tanzania in 2011 and 99% of its share capital is held by Precision Air
Services Limited, and the minority shareholder is Vincent Ngaleku Shirima. The subsidiary used to distribute the Galileo
Reservation system to Airlines and Travel Agents in Tanzania. The Subsidiary commenced operations on 1 July 2012
and stopped operations in 2015.

These consolidated and separate financial statements as at and for the year ended 31 December 2019 comprise the
Company and its subsidiary, Precision Handling Limited (together referred to as the "Group”).

Where reference is made in the accounting policies to Group or Company it should be interpreted as being applicable
to the consolidated or separate financial statements as the context requires. The consolidated and separate financial
statements are hereinafter referred to as "the financial statements”.

COMPARATIVE INFORMATION

The Directors passed a resolution to change the financlal year from 1* April to 31* March into financial year starting
from 1% January to 31* December the main reason being the Company to align its financial year to other stakeholders
and key industry players. Hence these financial statements have been prepared for 12 months from 1 January 2019 to
31 December 2019 and comparative information is for a 9-month period from 1 April 2018 to 31 December 2018 and
that the amounts presented in the consolidated and separate financial statements are not entirely comparable with
respect to comparative information.

BASIS OF ACCOUNTING

a) Statement of compliance and basis of measurements

These consolidated and separate financial statements have been prepared in accordance with International Financial
Reporting Standards (IFRSs) and in the manner required by the Companies Act, 2002. They were authorized for issue
by the Group's Board of Directors on 2 March 2022,

The consolidated and separate financial statements have been prepared on a historical cost basis, except where fair
value measurements have been applied.

The consolidated and separate financial statements are presented in Tanzanian Shillings (TZS) which is the Group's

functional currency and presentation currency rounded to the nearest Tanzanian thousands shillings (‘'TZS 000'), unless
otherwise indicated.

This is the first set of the Company's annual financial statements in which IFRS 16 Leases and the second time
Revenue from Contracts with Customers and IFRS 9 Financial Instruments have been applied. Changes to significant
accounting policies are described In Note 5,

b) Basis of consolidation

i)  Subsidiaries

Subsidiary is the entity contralled by the Company. The Company controls an entity when it is exposed to, or has rights
to, variable returns from its involvement with the entity and has the ability to affect those returns through its power over
the entity. The financial statements of the subsidiary are included in the consolidated financial statements from the date

on which control commences until the date on which control ceases. In the separate financial statements, the
investment in the subsidiary is carried at cost,
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PRECISION AIR SERVICES PLC

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)

BASIS OF ACCOUNTING (CONTINUING)
b) Basis of consaolidation (Continued)
i) Non-controlling interest (NCI)

NCI are measured at their proportionate share of the acquiree's identifiable net assets at the date of acquisition.
Changes in the Company's interest in a subsidiary that do not result in a loss of control are accounted for as equity
transactions.

iii) Loss of control

When the Company loses control over a subsidiary, it derecognises the assets and liabilities of the subsidiary, and any
related NCI and other components of equity. Any resulting gain or loss is recognised in profit or loss. Any interest
retained in the former subsidiary is measured at fair value when control is lost.

iv) Transaction eliminated on consolidation

Intra-Company balances and transactions, and any unrealised income and expenses arising from Intra-company
transactions, are eliminated. Unrealised gains arising from transactions with equity accounted investees are eliminated
against the investment to the extent of the Company's interest in the investee, Unrealised losses are eliminated in the
same way as unrealised gains, but only to the extent that there is no evidence of impairment,

c) Going concern

During the year ended 31 December 2019, the Group and the Company incurred a net loss of TZS 44.1 billien and
TZS 44.0 billion respectively,

The Group had its current liabilities exceed its current assets at 31 December 2019 by TZS8 451.7 billion (31 December
2018: TZS 435.8 billion) and it was also in a shareholders' deficit position at 31 December 2019 of TZS 351.3 billion
(31 December 2018: TZS 307.2 billion).

The Company had its current liabilities exceed its current assets at 31 December 2019 by TZS 451.7 billion (31
December 2018: TZS 435.8 billion) and it was also in a shareholders' deficit position at 31 December 2019 of TZS
351.8 billion (31 December 2018; TZS 307.8 billion),

In addition, as disclosed at Note 8(a) and Note 26, the Group and Company also defaulted on their debt obligations
as stipulated in the debt agreements resulting in debts amounting to TZS 350.6 billion being due on demand,

The going concern basis of presentation assumes that Precision Alr Services Ple, (the "Company") will continue In
operation for the foreseeable future and be able to realize its assets and discharge its liabilities and commitments in
the normal course of business. The Group and Company experienced significant losses for the past five years.
Challenges brought by COVID 19 effects just as for the entire aviation industry around the world, crippled the
Company's ability to keep up with the cost of maintaining its equipment. These events or conditions indicate a material
uncertainty that may cast significant doubt on the Group’s and Company's ability to continue as a going concemn and,
therefore, the Group and Company may be unable to realise their assets and discharge their liabilities in the normal
course of business. To enable the Group and Company to continue as a going concern, the directars have put in place
the fallowing plans:

1. The Group and Company are in the process of seeking waivers from its lenders relating to covenant violations on
aircraft financing loan as at December 31, 2019 and renegotiate the terms of the agreement which is now repayable
on demand (see Note 26 - Borrowings), the negotiations are still ongoing. The Group and Company are actively
pursuing various options with potential lenders which involve debt restructuring to canvert current borrowings into
non-current liabilities by extending the repayment periods. The renegotiations with lenders also include request for
waiver of penalties and interests. Directors believe the debt restructuring will be successful and will enable the
Group and the Company to achieve its business plans by easing liquidity pressure created by debt already due on
demand. While no agreements with potential lenders or creditors have been reached yet at the date of approval
of the consolidated and separate financial statements, directors believe that such agreements will be reached.

Additionally, management is finalizing negotiation for a short term loan and renewal of overdraft facility with KCB
amounting to approximately TZS 2.1 billion. The facility will be effective from April 2022,

2. Subsequent to the year-end, the Group began implementation of a revised business plan by reviewing the entire
network and create a mini-HUB concept in the Dodoma region to support Dar es Salaam with the aim of improving
frequencies count, increase the number of available seats and optimise the competitive range of the aircraft, re-
introduction of Tabora and Sorenera routes from 2022 budgets will boots passenger numbers and also deepening
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PRECISION AIR SERVICES PLC

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)

BASIS OF ACCOUNTING (CONTINUED)

c)

Going concern (Continued)

the focus on alternative revenue streams such as Maintenance Repair Overhaul (MRO) services the company
technical department running the MRO process has just completed two visits to counterpart Kenya Airways for the
purpose of benchmarking on Quality Systems discussion on joint resource sharing has been reached and currently
PW is accessing KQ MRO for tools and equipment while caring out third part maintenance. Once this is finalized,
the Company is expecting to save approximately USD 298,000 in maintenance costs in the short run and USD
500,000 in the long run per annum.

. The Company set up of Airline Training Organization (ATO) which has had two Cabin Crew graduations to date.

Plan is to start ground training, Crew Resource Management (CRM) and Dangerous Goods Regulations (DGR).
Airline Sales and ticketing classes shall start in later days after completion of CRM and DGR classes. The Company
charges TZS 3 million as fees per student for the three-month course. In 2021, 33 students graduated and TZS 99
million was generated as revenue from this stream. Management expects expansion in future. The Company
expects to enrol at least 60 students in 2022 which will contribute to TZS 180 million as other income.

The company continues to enhance working relationships with partners for a guaranteed supply of key operational
services such as fuel and technical spares for maintenance such as instalment payment plans.

The ability of the Company to continue as a going concern is dependent on the successful completion of the debt
restructuring plans and the effective implementation of the operational plans stated above.

SIGNIFICANT ACCOUNTING POLICIES

(a)

Revenue from contracts with customers

Revenue is measured based on the consideration specified in a contract with a customer. The Company
recognizes revenue when it transfers control over a good or service to a customer,

Performance obligations and revenue recognition policies

The following table provides information about the nature and timing of the satisfaction of performance obligations
in the contracts with customers, including significant payment terms and related revenue recognition palicies.

commissions

Type of Nature and timing of satisfaction of performance | Revenue recognition under
product/service | obligations, including significant payment terms | IFRS 15
Passenger Tickets are pre-sold up in advance of the air | Precision air recognises revenue
transport-taking place. The Company receives | when air transport is delivered to
payment at or shortly after time of sale. Between time | its customer(s) on a flight date
of sale and time of air transport the amounts collected | promised in the ticket or airway
from the customers are presented as sales in | bill (contract).
advance of carriage liabilities. The value of the
resulting sales in advance of carriage liabilities
represents the aggregate transaction price of
performance obligations not yet satisfied.
Interline A ticket with connecting flights operated by multiple | Interline commission is

carriers represents a separate performance
obligation(s) for each carrier. Interline commission
does not have separate performance obligations but
are associated with the performance obligation of the
air transport.

recognized over time and reflect
progress based on segments
provided by each operating
carrier.

Freight and mail

Performance obligation attached to cargo and mail
service is delivering consignment received from the
independent contractor to a specified destination.

Freight revenue  will be
recognised once air transport is
completed for the consignment.
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PRECISION AIR SERVICES PLC

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(a) Revenue from contracts with customers (Continued)

Performance obligations and revenue recognition policies (Continued)

Type of
product/service

Nature and timing of satisfaction of
performance obligations, including
significant payment terms

Revenue recognition under IFRS 15

No show fees and
other charges

Ancillary revenue comprises sales of ticket
related products and services, like no
show fees and other charges. Most of the
products and services do not have
separate performance obligations but are
associated with the  performance
obligation of the air transport and are
hence recognized as revenue at the time
of the transport. No show fees represent a
medification of the original travel contract
where the passenger failed to travel on the
scheduled flight time.

Revenue related to ancillary services that
are not considered distinct from the
contract for a flight should be recognized
at the time of the flight. Certain ancillary
services which may be distinct services,
and which are not specifically associated
with a ticket for transportation, may be
recognized on a systematic basis that
reflects the fulfilment of the related
performance obligation.

Cancellation
income

Each fare type that an airline issues will
have its own conditions attached, which
may include it being restricted, non-
upgradeable or non-refundable. This
means that if passengers need to make a
change to their booking, cancel flights or
buy replacement tickets then a change fee
(or service fee) may apply. Change fees
are not refundable and have no separate
value to the customer once paid.

Recognize when performance obligation
fulfilled on cancellation.

Passenger tickets
writeback

Air ticket breakage/writeback constitute of
income from sale of tickets, which are
eventually not used for travel and cannot
be exchanged or refunded.

Breakage/ Writeback is recognised only
when the likelihood becomes remote that
customers not taking the flight on the
scheduled flight date will exercise their

right which is normally on expiry of the
ticket,

Customer loyalty program

The Company 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 earned by passengers under the reward program
determine the reward their entitled to. Members earns and accurnulate points on every flight they make basing on
the route travelled. The point accrual base rule is that 2% of face value is collected as Award and as Tier points
into member(s) account. Higher Class tickets will bring much more, up to 5-6 times more points to member(s)
account.

Member points gained are identified as separate performance obligation and are recognized as a Frequent flyer
accrual in these consclidated and separate statement of financial position. Points are valid throughout the year
they were earned, plus one year. The member point(s) liability is derecognized from the statement of financial
position and recognized as negative revenue by the year mavement of Frequent flyer accruals when the points
are redeemed or expire, Currently, yearly redemption of member's points is considered low and based on
materiality consideration the Company does not perform analysis for estimating redemption rate of loyalty points
at each reporting rate.

26



PRECISION AIR SERVICES PLC

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(b) Financial instruments

IFRS 9 Financial Instruments sets out requirements for recognizing and measuring financial assets, financial liabilities

and some contraclts to buy or sell non-financial items, This standard replaces IAS 39 Financial Instruments:
Recognition and Measurement.

i. Recognition and measurament

Trade receivables and debt securities issued are initially recognised when they are originated. All other financial assets
and financial liabilities are initially recognised when the Campany becomes a party to the contractual provisions of the
instrument.

A financial asset (unless it is a trade receivable without a significant financing component) or financial liability is initially
measured at fair value plus or minus, for an item not at fair value through profit or loss (FVTPL), transaction costs that
are directly attributable to its acquisition or issue. A trade receivable without a significant financing component Is initially
measured at the transaction price.

ii. Classification and subsequent measurement
Financial assets

On initial recognition, a financial asset is classified as measured at: amortised cost; Fair value through other

comprehensive income (FVOCI - debt investment; FVOCI - equity investment); or fair value through profit or loss
(FVTPL).

Financial assets are not reclassified subsequent to their initial recognition unless the Company changes its business
model for managing financial assets, in which case all affected financial assets are reclassified on the first day of the
first reporting year following the change in the business model,

A financial asset is measured at amortised cost if it meets both of the following conditions and is not designated as at
FVTPL:
- itis held within a business model whose objective is to hold assets to collect contractual cash flows; and
- its contractual terms give rise on specified dates to cash flows that are solely payments of principal and interest
on the principal amount outstanding.

A debt investment is measured at FVQCI if it meets both of the following conditions and is not designated as at FVTPL:
- it is held within a business model whose objective is achieved by both collecting contractual cash flows and
selling financial assets; and

- its contractual terms give rise on specified dates to cash flows that are solely payments of principal and interest
on the principal amount outstanding.

On initial recognition of an equity investment that is not held for trading, the Company may irrevocably elect to present
subsequent changes in the investment's fair value in OCI. This election Is made on an investment-by-investment basis,

Allfinancial assets not classified as measured at amortised cost or FVOC| as deseribed above are measured at FVTPL.
On initial recognition, the Group may irrevocably designate a financial asset that otherwise meets the requirements to

be measured at amortised cost or at FVOCI as at FVTPL if doing so eliminates or significantly reduces an accounting
mismatch that would otherwise arise,

Financial assets - Business model assessment

The Company makes an assessment of the objective of the business model in which a financial asset is held at a

portfolio level because this best reflects the way the business is managed, and information is provided to management.
The information considered includes:

- the stated policies and objectives for the portfolio and the operation of those policies in practice. These include
whether management's strategy focuses on earning contractual interest income, maintaining a particular interest
rate profile, matching the duration of the financial assets to the duration of any related liabilities or expected cash
outflows or realising cash flows through the sale of the assets;

- how the performance of the porifolio is evaluated and reported to the Company's management;

- the risks that affect the performance of the business model (and the financial assets held within that business
model) and how those risks are managed,
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PRECISION AIR SERVICES PLC

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(b) Financial Instruments (Continued)

il Classification and subsequent measurement (Continued)
Financial assets - Business model assessment (Continued)

- how managers of the business are compensated e.g. whether compensation is based on the fair value of the
assels managed or the contractual cash flows collected; and

- the frequency, volume and timing of sales of financial assets in prior periods, the reasons for such sales and
expectations about future sales activity.

Transfers of financial assets to third parties in transactions that do not qualify for derecognition are not considerad
sales for this purpose, consistent with the Company's continuing recognition of the assets.

Financial assets that are held for trading or are managed and whose performance is evaluated on a fair value basis
are measured at FVTPL.

Financial assets - Assessment whether contractual cash flows are solely payments of principal and interaest,

For the purposes of this assessment, 'principal' is defined as the fair value of the financial asset on initial recognition.
'Interest’ is defined as consideration for the time value of money and for the credit risk associated with the principal
amount outstanding during a particular period of time and for other basic lending risks and costs (e.q. liquidity risk and
administrative costs), as well as a profit margin.

In assessing whether the contractual cash flows are solely payments of principal and interest, the Company considers
the contractual terms of the instrument. This includes assessing whether the financial asset contains a contractual
term that could change the timing or amount of contractual cash flows such that it would not meet this condition. In
making this assessment, the Company considers:

- contingent events that would change the amount ar timing of cash flows;

- terms that may adjust the contractual coupon rate, including variable-rate features;

- prepayment and extension features; and

- terms that limit the Company's claim to cash flows from specified assets (e.g. non-recourse features).

A prepayment feature is consistent with the solely payments of principal and interest criterion if the prepayment amount
substantially represents unpaid amounts of principal and interest on the principal amount outstanding, which may include
reasonable compensation for early termination of the contract. Additionally, for a financial asset acquired at a discount
or premium to its contractual paramount, a feature that permits or requires prepayment at an amount that substantially
represents the contractual par amount plus accrued (but unpaid) contractual interest (which may also include reasonable

compensation for early termination) is treated as consistent with this criterion if the fair value of the prapayment feature
is insignificant at initial recognition,

Financial assets - Subsequent measurement and gains and losses

Financial assets at FVTPL These assets are subsequently measured at fair value. Net gains and losses,
including any interest or dividend income. are recognised in profit or loss.

Financial assets at amortised These assets are subsequently measured at amortised cost using the effective

cost interest method, The amortised cost is reduced by impairment losses. Interest

income, foreign exchange gains and losses and impairment are recognised in
profit or loss. Any gain or loss on derecognition is recognised in profit or loss.

Debt investments at FVOCI These assets are subsequently measured at fair value. Interest income calculated
using the effective interest method. foreign exchange gains and losses and
impairment are recognised in profit or loss. Other net gains and losses are

recognised in OC|. On derecognition, gains and losses accumulated in OC| are
reclassified to profit or loss.

Equity investments at FVOCI These assets are subsequently measured at fair value. Dividends are recognised
as income in profit or loss unless the dividend clearly represents a recovery of
part of the cost of the investment. Other net gains and losses are recognised in
OC| and are never reclassified to profit or loss.
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NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(b) Financial Instruments (Continued)

il Classification and subsequent measurement (Continued)
Financial liabilities - Classification, subsequent measurement and gains and losses

Financial liabilities are classified as measured at amortised cost or FVTPL. A financial liability is classified as at FVTPL
if it is classified as held-for-trading, it is a derivative, or it is designated as such on initial recognition. Financial liabilities
at FVTPL are measured at fair value and net gains and losses, including any interest expense, are recognised in profit
or loss. Other financial liabilities are subsequently measured at amortised cost using the effective interest method.
Interest expense and foreign exchange gains and losses are recognised in profit or loss. Any gain or loss on
derecognition is also recognised in profit or loss.

iil. Impairment of financial assets and contract assets

An 'expected credit loss' (ECL) model applies to financial assets measured at amortised cost, contract assets and debt
investments at FVOCI, but not to investments in equity instruments.

ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as the difference between the
cash flows due to the entity in accordance with the contract and the cash flows that the Company expects to receive.

Loss allowances for trade receivables is measured at an amount equal to lifetime ECLs. Lifetime ECLs are the ECLs
that result from all possible default events over the expected life of a financial instrument.

The Company limits its exposure to credit risk from trade receivables by establishing a maximum payment period of
30 days for credit customers. The Company considers reasonable and supportable forward-looking information that is
relevant and available without undue cost or effort. This includes both guantitative and gualitative information and
analysis based on the Company's historical experience and informed credit assessment. Example of micro economic
factors considered include changes in inflation rate, GDP rate and interest rates.

The Company recognises in profit or loss, as an impairment gain or loss, the amount of expected credit losses (or
reversal) that is required to adjust the loss allowance at the reporting date to the amount that is required to be
recognised accordance with the requirement of IFRS 8.

Iv, Derecognition
Financial assets

The Company derecognises a financial asset when:

- the contractual rights to the cash flows from the financial asset expire; or

- it transfers the rights to receive the contractual cash flows in a transaction in which either:

- substantially all the risks and rewards of ownership of the financial asset are transferred; or

- the Company neither transfers nor retains substantially all the risks and rewards of ownership and it does not
retain control of the financial asset.

The Company enters into transactions whereby it transfers assets recognised in its statement of financial position but
retains either all or substantially all of the risks and rewards of the transferred assets. In these cases, the transferred
assets are not derecognised.

Financial liabilities

The Company derecognises a financial liability when its contractual obligations are discharged or cancelled or expire.
The Company also derecognises a financial liability when its terms are modified and the cash flows of the modified
liabllity are substantially different, in which case a new financial liability based on the modified terms is recognised at
fair value.

On derecognition of a financial liability, the difference between the carrying amount extinguished and the consideration
paid (including any non-cash assets transferred or liabilities assumed) is recognised in profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(b) Financial Instruments (Continued)

v.  Offsetting

Financial assets and financial liabilities are offset and the net amount presented in the stalement of financial position
when, and anly when, the Company currently has a legally enforceable right to set off the amounts and it intends either
to settle them on a net basis or to realise the asset and settle the liability simultaneously.

(¢) Foreign currency translation
() Functional and presentation currency

Items included in the financial statements are measured using the currency of the primary economic environment in
which each of the Group entities operate ('the functional currency'). The financial statements are presented in

Tanzanian Shillings ("TZS") which is the functional currency of each of the Group's entities and Group's presentation
currency.

(i) Transactions and balances

Foreign currency transactions are translated into Tanzanian Shillings using the exchange rates prevailing at the dates
of the transactions. Monetary assets and liabilities at the statement of financial position date, which are expressed in
foreign currencies, are translated into Tanzanian Shillings at the rates ruling at that date.

Foreign exchange gains and losses resulting from the settlement of such transactions and from the translation at year-

end exchange rates of monetary assets and liabilities denominated in foreign currencies are recognised in profit or
loss.

Foreign exchange gains and losses that relate to borrowings, payables, recelvables, cash and cash equivalents and
all other fareign exchange gains and losses are presented in the income statement within 'Finance costs'.

(d) Current versus non-current classification

The Group presents assets and liabilities in the statement of financial position based on current/ non-current
classification. An asset is classified as current when it is:

. Expected to be realised or intended to be sold or consumed in its normal operating cycle;
. Held primarily for the purpose of trading;

s Expected to be realised within twelve months after the reporting period; or

L]

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

All other assets are classified as non-current.

A liability is current when:

° It is expected to be settled 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

s There is no unconditional right to defer the settlement of the liability for at least twelve months after the reporting
period.

The Group classifies all other liabilities as non-current. Deferred tax assets and liabilities are classified as non-current
assets and liabilities.

(e) Inventories

Inventories are valued at the lower of cost and net realizable value. Cost is determined on a First in First Out (FIFQ)
basis and includes transport and handling charges. Provision is made for obsolete, slow moving and defective stocks.
Net realizable value s 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. An allowance is made for obsolete, slow moving and
defective inventories.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
(f} Property and equipment

Property and equipment are stated at cost less accumulated depreciation and accumulated impairment. Work in
progress is stated at cost less accumulated impairment and is transferred to the respective category of property and
equipment when it is available 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 criteria are met.

Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as appropriate, only
when it is probable that future economic benefits associated with the item will flow to the Group and the cost of the item
can be measured reliably. Major overhaul of aircraft components - airframe, engines and landing gears are initially
capitalized and depreciated on usage patterns up to the next overhaul.

Routine maintenance costs including annual airframe checks are written off to profit or loss in the accounting periad in
which they are incurred.

Depreciation is calculated on a straight-line basis, at annual rates estimated to write off carrying values of the assets
aver their expected useful lives. The annual depreciation rates in use are:

%
Aircraft* 6.75
Motor vehicles 20.00-25.00
Computers 25.00 - 33.33
Furniture, equipment, and structures 12.50 - 25.00
Structures 4.00 - 25.00

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

The assets' residual values, useful lives and methods are reviewed 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 asset'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.

(g) Intangible assets - Computer software

Intangible assets are measured on initial recognition at cost. Directly attributable costs that are capitalised as part of
the software product include the software development employee costs and an appropriate portion of relevant
overheads. Other development expenditures that do not meet these criteria are recognised as an expense as incurred.

Following initial recognition, intangible assets are carried at cost less any accumulated amortisation and any
accumulated impairment,

The useful lives of intangible assets are assessed to be finite. Intangible assets with finite lives are amortised over the
useful economic life and assessed for impairment whenever there is an indication that the intangible asset may be
impaired. 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 financial
year-end. Changes in the expected useful life or the expected pattern of consumption of fulure economic benefits
embodied in the asset are accounted for by changing the amortisation period or method, as appropriate, and treated
as changes in accounting estimates. The amortisation expense on intangible assets is recognised in profit or loss.

Gains or losses arising 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.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
(h) Impalrment of non-financial assets

At each repaorting date, the Group reviews the carrying amounts of its non-financial assets (inventories, contract assets
and deferred tax assets) to determine whether there is any indication of impairment. 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 ather assets or groups of assets.

For impairment testing, assets are grouped together into the smallest group of assets that generates cash inflows from
cantinuing use that are largely independent of the cash inflows of other assets or CGUs. Goadwill arising from a
business combination is allocated to CGUs or groups of CGUs that are expected to benefit from the synergies of the
combination.

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 their
present value using a pre-tax discount rate that reflects current market assessments of the time value of money and
the risks specific to the asset. Impairment losses of continuing operations are recognised in profit or loss in those
expense categories consistent with the function of the impaired asset.

An assessment is made at each reporting date as to whether there is any indication that previously recognised
impairment losses may no longer exist or may have decreased. |f such indication exists, the recoverable amount is
estimated. A previously recognised impairment loss is reversed only if there has been a change in the estimates used
to determine the asset's recoverable amount since the last impairment loss was recognised. If that is the case, the
carrying amount of the asset is increased to its recoverable amount. That increased amount cannot exceed the carrying
amount that would have been determined, net of depreciation, 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 depreciation charge is adjusted in future periods to allocate the asset's revised carrying
amount, less any residual value, on a systematic basis.

(i) Borrowing costs

General and specific borrowing costs directly attributable to the acquisition, construction er production of qualifying
assets, which are assets that necessarily take a substantial period of time to get ready for their intended use or sale,

are added to the cost of those assets, until such time as the assets are substantially ready for their intended use or
sale,

Investment income earned on the temporary investment of specific borrowing pending their expenditure on qualifying
assets is deducted from the barrowing costs eligible for capitalisation. All other borrowing costs are recognised in profit
or loss in the period in which they are incurred.

(j Cash and cash equivalents

Cash and cash equivalents 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 consist of cash and cash equivalent as defined
above, net of outstanding bank overdrafts.

(k) Employee benefits

Wages, salaries, bonuses, social security contributions, paid annual leave and sick leave are accrued in the period 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 obligations once the contributions have been paid. The contributions are
recognized as an employee benefits expense when they are due.

The estimated monetary liability for employees’ accrued entitiements at the reporting date is recognized as accrued
expenses,
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
() Borrowings

Borrowings are initially recognised at the fair value of the consideration received less directly attributable transaction
costs. After initial recognition, borrowings are subsequently measured at amortised cost uging the effective interest rate
method.

(m) Finance income and expenses

Finance income comprises of interest income on Group's bank accounts. Interest income is recognized as it accrues
in profit or loss. Finance costs comprise of interast expense on borrowings. Interest accrued but not yet paid is
accounted for under current liabilities.

Foreign currency gains and losses are reported on a net basis.

(n) Dividends

Dividend distribution to the shareholders is charged to equity and recognized as a liability in the Group's financial

statements in the period in which they are declared, and after being approved by the sharehaolders at the Annual
General Meeting.

(o) Provisions

A provision is recognized if, as a result of past events, the Group's has a present legal or constructive obligation that
can be estimated reliably, and it is probable that an outflow of econamic benefits will be required to settle the obligation.
Provision are determined by discounting the expected future cash flows at the pre-tax rate that reflects current market
assessments of the time value of money and the risks specific to the liability.

{p) Share capital

Ordinary shares are classified as 'share capital' in equity. Any premium received over and above the par value of the
shares Is classified as 'share premium' in equity.

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

(a) Non-current assets held for sale

Non-current assets are classified as assets held for sale when their carrying amount is to be recovered principally
through a sale transaction and a sale 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 aircraft through sale and
lease back ceased, appropriately the assets ceased to be classifled as held for sale and were transferred back to
property and equipment.

(r) Segment reporting
Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating

decision-maker. The chief operating decision-maker, who is responsible for allocating resources and assessing
performance of the operating segments, has been identified as the Board of Directors that makes strategic decisions.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

5) Taxation

Income tax represents the sum of the current and deferred tax.
Current tax

Current tax assets and liabilities for the current and prior periods are measured at the amount expected to be recovered
from or paid to the taxation authorities. The tax rates and tax laws used to compute the amount are those that are
enacted by the reporting date. The current rate of corporation tax is 30% (March 2018: 30%).

Defe X

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

. where the deferred tax liability arises from the initial 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 associated 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 future.

Deferred tax assets are recognised for all deductible temporary differences, carry forward of unused tax credits and
unused tax losses, to the extent that it is probable that taxable profit will be available against which the deductible
temporary differences, and the carry forward of unused tax credits and unused tax losses can be utilised except:

” where the deferred tax asset relating to the deductible temporary difference arises from the initial recognition 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 deductible temporary differences associated with investments in subsidiaries and associates,
deferred tax assets are recognised only to the extent that it is probable that the temporary differences will reverse

in the foreseeable future and taxable profit will be available against which the temporary differences can be
utilised.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent that it is no
longer probable that sufficient taxable profit will be available to allow all or part of the deferred tax asset to be utilised.
Unrecognised deferred tax assets are reassessed 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 liabilities are measured at the tax rates that are expected to apply in the year when the asset
is realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted
at the reporting date.

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

Deferred tax assets and deferred tax liabilities 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.

Value added tax

_Revenues, expenses and assets are recognised at amounts net of value added tax except where the value added tax
incurred on a purchase of assefs or services is not recoverable from the taxation authority in which case the value
added tax is recognised as part of the cost of acquisition of the asset or part of the expense item as applicable.

Receivables and payables are stated with the amount of Value added Tax (VAT) included. The net amount of value
added tax recoverable from, or payable to, the taxation authority is included as part of the receivables or payables in
the statement of financial position.
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s) Taxation (Continued)

aX exposure

In determining the amount of current and deferred tax, the Group considers the impact of uncertain tax positions and
whether additional taxes and interest may be due. This assessment relies on estimates and assumptions and may
involve a series of judgments about future events. New information may become available that causes the Group to
change its judgment regarding the adequacy of existing tax liabilities; such changes to tax liabilities will impact tax
expense in the period that such a determination is made.

t) Basic and diluted earnings per share

Basic earnings per share are calculated by dividing net profit for the year attributable to ordinary equity holders of the
Company by the weighted average number of ordinary shares cutstanding during the year,

Diluted earnings per share amounts are calculated by dividing the net profit attributable to ordinary equity holders of
the Company (after deducting interest on the convertible non-cumulative redeemable preferences shares) by the
weighted average number of ordinary shares outstanding during the year plus the weighted average number of
ordinary shares that would be issued on the conversion of all the dilutive potential ordinary shares into ordinary shares.

u) Relevant new standards, amendments and interpratations issued but not yet effective and not early
adopted

The following amended standards and interpretations are not expected to have a significant impact on the Company's
financial statement:

— Amendments to References to Conceptual Framework in IFRS Standards - effective 1 January 2020;
— Definition of a Business (Amendments to IFRS 3) — effective 1 January 2020,

— Definition of Material (Amendments to IAS 1 and IAS 8) — effective 1 January 2020; and

— IFRS 17 Insurance Contracts — effective 1 January 2023.

CHANGES IN ACCOUNTING POLICIES

The Group adopted IFRS 16 Leases from 1January 2019 using a modified retrospective approach and therefore the
comparative information has not been restated.

At inception of a contract, the Group assesses whether a contract is, or contains, a lease, A contract is, or
contains, a lease if the contract conveys the right to control the use of an identified asset for a period in exchange for
consideration, To assess whether a contract conveys the right to control the use of an identified asset, the Group uses
the definition of a lease in IFRS 16.

This policy is applied to contracts entered (or changed) on or after 1 January 2019.

Group acting as a lessee

At commencement or on modification of a contract that contains a lease component, the Group allocates consideration
in the contract to each lease component based on its relative standalone price. However, for leases of branches and
office premises the Group has elected not to separate non-lease components and accounts for the lease and non-lease
components as a single lease component.

The Group recognises a right-of-use asset and a lease liability at the lease commencement date. The right-of-use asset
is initially measured at cost, which comprises the initial amount of the lease liability adjusted for any lease payments
made at or before the commencement date, plus any initial direct costs incurred and an estimate of costs to dismantle
and remove any improvements made to branches or office premises.

The right-of-use asset is subsequently depreciated using the straight-line method from the commencement date to the
enf.i of the lease term. In addition, the right-of-use asset is periodically reduced by impairment losses, if any, and
adjusted for certain remeasurements of the lease liability.
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The lease liability is initially measured at the present value of the lease payments that are not paid at the commencement
date, discounted using the interest rate implicit in the lease or, if that rate cannot be readily determined, the Group's
incremental borrowing rate. Generally, the Group uses its incremental borrowing rate as the discount rate.

The Group determines its incremental borrowing rate by analysing its borrowings from various external sources and
makes certain adjustments to reflect the terms of the lease and type of asset leased.

Lease payments included in the measurement of the lease liability comprise the following:

— fixed payments, including in-substance fixed payments.

— variable lease payments that depend on an index or a rate, initially measured using the index or rate as at the
commencement date;

— amounts expected to be payable under a residual value guarantee; and

— the exercise price under a purchase option that the Group is reasonably certain to exercise, lease payments in an
optional renewal period if the Group is reasonably certain to exercise an extension option, and penalties for early
termination of a lease unless the Group is reasonably certain not to terminate early.

The lease liability is measured at amortised cost using the effective interest method. It is remeasured when there is a
change in future lease payments arising from a change in an index or rate, if there is a change in the Group's estimate
of the amount expected to be payable under a residual value guarantee, if the Group changes its assessment of whether
it will exercise a purchase, extension or {ermination option or if there is a revised in-substance fixed lease payment.

When the lease liability is remeasured in this way, a corresponding adjustment is made to the carrying amount of the
right-of-use asset, or is recorded in profit or loss if the carrying amount of the right-of-use asset has been reduced to
Zero,

From 1 January 2020, where the basis for determining future lease payments changes as required by interest rate
benchmark reform, the Group remeasures the lease liability by discounting the revised lease payments using the revised
discount rate that reflects the change to an alternative benchmark interest rate.

The Group presents right-of-use assets in ‘property and equipment' and Iease liabilities in 'Lease liabilities' in the
statement of financial position.

Short-term leases and leases of low-value assels

The Group has elected not to recognise right-of-use assets and lease liabilities for leases of low-value assets and short-
term leases, including leases of IT equipment. The Group recognises the lease payments associated with these leases
as an expense on a straight-line basis over the lease term.

Group acting as a lessor

At inception or on modification of a contract that contains a lease component, the Group allocates the consideration in
the contract to each lease component on the basis of their relative stand-alone selling prices. When the Group acts as
a lessor, it determines at lease inception whether the lease is a finance lease or an operating lease. To classify each
lease, the Group makes an overall assessment of whether the lease transfers substantially all of the risks and rewards
incidental to ownership of the underlying asset. If this is the case, then the lease is a finance lease; if not, then it is an
operating lease. As part of this assessment, the Group considers certain indicators such as whether the lease is for the
major part of the economic life of the asset.

The Group applies the derecognition and impairment requirements in IFRS 9 to the net investment in the lease. The
Group further regularly reviews estimated unguaranteed residual values used in calculating the gross investment in the
lease.
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FINANCIAL RISK MANAGEMENT

The Group's activities expose it to a variety of financial risks: market risk (including currency risk, fair value interest rate
risk, cash flow interest rate risk 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, to set appropriate
risk limits and controls, and to monitor the risks and adherence to limits by means of reliable 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 detailed information on each of the above risks and the Group's objectives, policies and
processes for measuring and managing risk.

a. Liquidity risk

Liquidity risk is the risk that an entity will encounter difficulty in raising funds to meet obligations associated with financial
instruments. The Group manages its liquidity risk to ensure it is able to meet estimated expenditure requirements. This
is achieved through prudent liquidity risk management which includes maintaining sufficient cash and cash equivalents.

The Group's liquidity is managed by forecasting the cash and currency requirements. The table below analyses the
financial liabilities that will be settled on a net basis into relevant maturity groupings based on the remaining period at
the reporting date to the contractual maturity date.

The amounts disclosed in the table below are the contractual undiscounted cash flows.

Carrying Contractual
amount cash flows On Demand Within 1 year 1to 5years
TZS' 000 TZS' 000 TZS'000 TZS' 000 TZS' 000
GROUP
As at 31 December 2019
Non-derivative financial
liabilities
Borrowings 350,607,760 350,607,760 350,357,935 249,825 -
Bank overdrafts 1,601,406 1,601,406 - 1,601,406 -
Trade and other payables* 26,203,236 26,203,236 - 26,203,236 -
Lease liability 6,204,220 8,939,615 278,590 1,058,939 7,602,086
384,616,622 387,352,017 350,636,525 29,113,406 7,602,086
As at 31 December 2018
Nan-derivative financial
liabilities
Borrowings 334,175,125 334,175,125 333,293,505 881,620 -
Bank overdrafts 5,206,617 5,208,617 - 5,206,617 -
Trade and other payables* 31,832,083 31,832,083 - 31,832,083 -
371,213 825 371,213,825 333,293,505 37,920,320 -
COMPANY
As at 31 December 2019
Non-derivative financial
liabilities
Borrowings 350,607,760 350,607,760 350,357,935 249,825 -
Bank overdrafts 1,601,406 1,601,406 - 1,601,406 -
Trade and other payables* 26,203,236 26,203,236 - 26,203,236 -
Lease liability 6,204,220 8,939,615 278,590 1,058,939 7,602,086
384,616,622 382,020,732 350,636,525 29,113,406 7,602,086
As at 31 December 2018
Non-derivative financial
liabilities
Borrowings 334,175,125 334,175,125 333,293,505 881,620 -
Bank overdrafts 5,206,617 5,206,617 - 5,206,617 -
Trade and other payables* 31,454,977 31,454 977 31,454 877 -
370,836,719 370,836,719 333,293,505 37,643,214 -

*Does not include statutory liabilities, advances from custamers and accruals for loyalty points.
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a. Liguidity risk (Continued)

The Group and Company has defaulted on its debt obligations as stipulated in the debt agreements resulting in debts
amounting to TZS 350.7 billion being due on demand (See Note 26). Because of this default, the inability of the Group
and Company to generate cash that would be sufficient to settle arrears and instalment payments as per the debt
agreements (refer to "Key sources of uncertainties in the plans to mitigate the going concern risk” on Note 3 (¢)) and
the on-going discussions with the lenders on possible rescheduling of the borrowings, there is no reliable basis for
developing a reliable liquidity risk profile for borrowings.

As at the date of approval of these financial statements, the loan defaults were not cured.
a. Treasury risk management

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

b. Foreign currency risk

Foreign exchange risk is the risk that the value of a financial instrument will fluctuate because of changes in foreign
exchange 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 currencies through a policy of
matching, as far as possible, receipts and payments in each individual currency. Surpluses of convertible currencies
are sold, either at spot rates, for US dollars or Tanzanian Shillings.

The Group is significantly exposed to sensitivities in US dollar exchange rates. The following table demonstrates the
sensitivity of financial instruments to a reasonably possible change in the US dollar exchange rates and other currencies
as this Is the major currency that the Group transactions are held, with all other variables held constant, on profit before
tax and equity.

Effect Effect on
Increase/ on profit or aquity,
decrease loss net of tax
in the value TZS'000 TZS'000
Group and Company
Net effect resulting from borrowings, receivables and payables on
the statement of financial position as at 31 December 2019 3% 10,654,487 7,458,141
Net effect resulting from borrowings, receivables and payables on
the statement of financial position as at 31 December 2018 3% 11,002,558 7,701,791

c. 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 its
borrowings. Furthermore, no significant change in interest rates is expected for the coming twelve months.

The following table demonstrates the sensitivity to possible changes in interest for Finnfund loan portion, with all other
variables held constant, on the Group's profit before tax and equity:

Other loans and overdraft facilities have fixed interest rate and thus no interest sensitivity is required.

Effect on
Effect on profit equity,
Increase/decrease or loss net of tax
in interest rate TZS' 000’ TZS' 000
Grou Compan
Net effect based on statement of financial position as at
31 December 2019 1% 244,008 170,806
Net effect based on statement of financial position as at
31 December 2018 1% 243,293 170,306
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d. Credit risk management

Credit risk is the risk that a customer or counter party to a financial instrument will fail to perform or fail to pay amounts
due causing financial loss to the Group, Concentration of credit risk relates principally to short term cash and cash
equivalents, and trade receivables. The Group deposits short term cash surpluses with banks considered to be
reputable. These banks do not have independent credit ratings.

The Group has a credit policy that is designed to ensure that consistent processes are In place throughout the Group
to measure and control credit risk. Credit risk Is considered as part of the risk-reward balance of doing business. On
entering into any business contract, the extent to which the arrangement exposes the Group to credit risk is considered,
Key requirements of the policy are formal delegated authorities to the sales and marketing teams to incur credit risk and
to a specialized credit function to set counterparty limits. The credit risk management and control are centralised

in the credit control team of the Company under Finance department and reported to the Board of Directors and heads
of department regularly. Write offs and significant impairments including handing over for collection is ultimately
approved by the board of Directors following recommendation by the Heads of departments.

Trade account receivables comprise a widespread customer base. Ongoing credit evaluation of the financial position
of customers is performed. The granting of credit is made on application and is approved by the Directors.

Trade receivables are presented net of allowance for doubtful debts, With respect to the trade and other receivables
that are neither impaired 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 receivables (including the credit quality) is shown on Note
18. Cash and short-term deposits are neither past due nor impaired. No collateral is held for financial assets that are
neither past due nor impaired. There are no external or internal credit ratings for the financial assets.

Maximum exposure

The amount that best represents the Group's maximum exposure to credit risk at 31 December 2019 is made up of as
follows:

Group Company
31 Dec 2019 31 Dec 2018 31 Dec 2019 31 Dec 2018
TZS'000 TZS'000 TZ3'000 TZS'000
Cash and cash equivalents* 2,858,254 1,304,151 2,858,254 1,304,151
Other financial assets 2,050,801 2,403,272 2,050,801 2,403,272
Trade and other recelvables*™ 9,055,854 6,782,935 9,055,854 6,782,935
13,964,909 10,490,358 13,964,909 10,490,358

*Excludes petty cash,
**Excludaes advances to suppliers

Further credit risk analysis is included in Note 21 to the financial statements.
e, Fuel price risk

The Group's fuel risk management strategy aims to provide the airline with protection against sudden and significant
increases in oil prices. The Group's fuel risk management strategy aims at providing the airline with protection against
sudden and significant increases in oil prices.

To meet this objective, the Group and Company negotiate jet fuel prices with suppliers at the beginning of every month.
For any unexpected significant increase in JET Fuel, the Group and Company adjust the fuel Surcharge rate upwards

to cover for the increases. The fuel surcharges included on tickets changes from time to time and differs from route to
route depending on the market conditions.

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 believed to be reasonable under the circumstances. Revision to estimates are
recognised prospectively,

The Group makes estimates and assumptions concerning the future. The resulling accounting estimates will, by

definition, seldom equal the related actual results. The estimates and assumptions that have a significant risk of causing
a material adjustment to the carrying amounts of assets and liabilities within the next financial year are addressed below:
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i, Impairment of aircraft

A decline in the value of aircraft could have a significant effect on the amount recognised in the financial statements.
Management assesses the impairment of aircraft whenever events or changes in circumstances indicate that the
carrying value may not be recoverable.

Factors that are considered important, which could make an impairment review necessary include the following:

a) Significant decline in the market value beyond that which would be expected from the passage of time and normal
use:

b)  Significant changes in technology and regulatory environment; and

¢) Evidence from internal reporting which indicates that the performance of the asset is, or will be, worse than
expected.

In the determination of the recoverable amounts, management uses an independent external platform for aircraft
valuation namely Flight Ascend.

Management uses ‘half-life soft market value' scenario which assumes the world's principal traffic generating regions
are in the midd|e of a recession or a period of economic stagnation, which historically have a negative impact on aircraft
values. This is when airlines experience low growth or even traffic reductions, make losses, cut their fleets and staff or
reduce fleet growth plans. The market becomes imbalanced, with supply outstripping demand, resulting in more parked
aircraft and lower utilisation rates, which in turn, increase aircraft availability. Half-life prices indicate the recoverable
amount assuming that that the airframe, engines, landing gear and all major components are half-way between major
overhauls and that any life-limited component (for example a cycle limited engine disk) has used up half of its life.

The specific assumptions considered during the year are;

(a) Commercial airliners are valued in typical airline configurations (e.g. passenger or freighter aircraft, Combi,
Quick Change);

(b) Purpose-built business jets and specific corporate/VIP versions of airliners (e.g. Airbus A318 ACJ, Boeing
BBJ1) are valued assuming they are typically equipped in terms of their interior and specification;

(c) It should also be noted that any damage history on a business jet will usually impact its value - Flight Ascend
Online Values cannot take this into account; and

(d) The aircraft is free of any onerous restrictions in respect of its ownership and title documentation. The values
are therefore not intended to reflect any sale encumbered with a lease or in a distress/forced sale scenario.

The principal variables used are, the age of the aircraft, cumulative hours of flight, the cumulative number of cycles,
and the economic and market conditions. Age of the aircraft is indicated by year of build and utilization data such as
cumulative hours of flight and cumulative number of cycles.

Included in property and equipment are three (3) aircraft (ATR 42-320 5HPAG, ATR 42-600 5H-PWH and ATR 42-600
5H-PWI) with a carrying value before impairment of TZS 29.9 billion that are currently unutilized as a result of defective
engines. Impairment assessment on these aircraft has been conducted with reference to their soft market half-life prices
as at 31 December 2019, Together with these three aircraft, other aircraft were also subjected to impairment
assessment and no additional impairment was recognised during the year (2018; TZS 22 .4 billion).

The recoverable amounts, are categized as Level 3 in the fair value hierarchy as defined in Note 38.
i. Unused ticket revenue

Unused ticket revenue i.e. passenger ticket writeback revenue is recognised as revenue using estimates regarding the
timing of recognition based on terms and conditions of the ticket and historical trends. Tickets that remain unused for
a period exceeding 24 months are recognised in the statement of profit or less. The income statement impact of the
unused tickets writeback is disclosed under Note 8 of the financial statements,

il Useful lives of property and equipmant, and intangible assets

Critical estimates are made by the Directors in determining the useful lives and residual values of property and
equipment, and intangible assets based an the intended use of the asset and the economic lives of those assets.
Subsequent changes in circumstances such as technological advances or prospective utilization of the assets
concerned could result in the actual useful lives or residual values differing from initial estimates. The useful lives of
assets are disclosed in Note 6 (d).
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PRECISION AIR SERVICES PLC

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)

CRITICAL ACCOUNTING ESTIMATES AND ASSUMPTIONS (CONTINUED)

jii. Income taxes

Significant judgement is required in determining the overall income tax provision. There are many transactions and
calculations, for which the ultimate tax determination is uncertain. The Group and the Company recognise liabilities for
anticipated tax audit issues, based on estimates of whether additional taxes will be due. Where the final cutcome of tax
matters is different from the amounts that were initially recorded, such differences will have an impact on the income
tax and any deferred tax provisions in the period in which the determination is made.

The Directors have exercised significant judgement in concluding that sufficient taxable profits will not be available in
the foreseeable future to utilise the net deferred tax asset (Note 24) that has not been recognised.

REVENUE
A, Revenue streams

The Group generates revenue primarily from the sale of passenger tickets. Other source of revenue is freight and
mail carriage. The table below summarises the income from each stream.

Group Group Company Company

12-month 9-month 12-month 9-month peried

period ended period ended period ended ended

31 Dec 2019 31 Dec 2018 31 Dec 2019 31 Dec 2018

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

Passenger related revenue 123,623,013 97,272,084 123,623,013 97,272,084
Freight and mail 863,081 653,549 863,081 653,549
124,486,094 97,925,633 124,486,094 97,925,633

B. Disaggregation of revenue from contracts with customers

In the following table, revenue from contracts with customers is disaggregated by primary geographical market and

major products and service,

Company Group Company Company
12-month 9-month period 12-month 9-manth period
period ended ended period ended ended
31 Dec 2019 31 Dec 2018 31 Dec 2019 31 Dec 2018
TZS '000 TZS'000 TZS '000 TZS '000
Major products/service lines

Passenger revenue 94,644,339 73,693,372 94,644,339 73,693,372
Freight and mail 863,081 653,549 863,081 653,549
Cancellation income 570,310 426,165 570,310 426,165
No show and other charges 1,251,027 643,900 1,251,027 843,900
Fuel Surcharge 23,433,665 18,169,487 23,433,665 18,169,487
Passenger tickets writeback 3,723,672 4,139,160 3,723,672 4,139,160
124,486,094 07,925,633 124,486,094 97,925,633

Primary geographical markets
Domestic routes 89,709,036 70,667,560 89,505,485 70,867,560
Regional routes 34,777,058 27,258,073 34,777,058 27,258,073
124,486,094 97,925,633 124,486,094 97,925,633
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PRECISION AIR SERVICES PLC

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)

REVENUE (CONTINUED)

C. Contract balances

Group Group Company Company
12-month 9-month period 12-month 9-month period
period ended ended period ended ended
31 Dec 2019 31 Dec 2018 31 Dec 2019 31 Dec 2018
TZS '000 TZS '000 TZS '000 TZS '000

Receivables, which are included in
‘trade and other receivables’ 8,366,665 6,714,349 8,366,665 6,714,349

Contract liabilities:

Sales in advance of carriage* 16,647,050 18,153,429 16,647,050 - 18,153,429
Trade and other payables 158,259 377,106 158,259 377,106
16,805,309 18,530,535 16,805,309 18,530,535

*During 2019, the group modified the classification of passenger interline receivable balance for accepted passenger
rejections that was previously included in 'Sales in advance of carriage' to ‘Trade and other receivables' to reflect more
appropriately the way in which the balances are presented in the statement of financial position. As a result, net
receivable amount of TZS 878 million was reclassified from sales in advance of carriage to trade and other receivables.

The Group and Company has no contract assets and trade receivables have been disclosed at Note 21.

The contract liabilities primarily relate to the advance consideration received from customers for air transportation or
freight carriage for which revenue has not been recognised yet i.e. Unused tickets and to the unredeemed customer
loyalty points. The sales in advance of carriage as at 31 December 2019 amounts to TZS 16.6 billion (31 December
2018: TZS 18.2 hillion). The amount of unredeemed customer loyalty points amounts to TZS 158.3 million (31
December 2018; TZS 377.1 million) and it is included in 'Trade and other payables' line item. This will be recognised
as revenue when the paints are redeemed by customers as per IFRS 15, which is expected to aceur over the next two

years,
COST OF SALES
Group Group Company Company
12-month 9-month 12-month 9-month period
period ended period ended period ended ended
31 Dec 2019 31 Dec 2018 31 Dec 2019 31 Dec 2018
TZS '000 TZS'000 TZS '000 TZS '000
Fuel and oil 22,277,210 17,894,344 22,277,210 17,894,344
Lease of aircraft engines 3,112,423 4,248,648 3,112,423 4,248,648
Aircraft landing, handling, and
navigation 12,375,634 8,067,382 12,375,634 8,067,382
Aircraft maintenance 21,735,365 9,619,296 21,735,365 9,619,296
Depreciation of aircraft and aircraft
components 31,459,510 22,879,117 31,459,510 22,879,117
Passenger services 2,156,052 2,135,020 2,156,052 2,135,020
Commission on sales 3,145,359 2,888,129 3,145,359 2,888,129
_Aircraﬂ. passengers, and cargo
insurance 526,474 195,850 526,474 195,850
Crew route expenses 919,858 426,068 919,858 426,068
Centralised reservation systems 9,908,651 6,606,186 8,908,651 6,606,186
Salaries and wages 15,249,988 9,725,075 15,249,988 9,725,075
Other employment costs 2,644,207 1,052,336 2,644,207 1,052,336
Contribution to pension fund 1,153,706 678,332 1,153,706 678,332
Aircraft cleaning and certification 259,128 192,378 259,128 192,378
126,923,565 86,608,161 126,923,565 86,608,161
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PRECISION AIR SERVICES PLC
NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)

OTHER INCOME

Gain on disposal of property and
equipment

Third party maintenance
Other income

Release of payroll related tax provision

)

MARKETING EXPENSES

Advertising and publicity
Entertainment

ADMINISTRATIVE EXPENSES

Salaries and wages

Other employment costs
Cantribution to pension fund
Payroll levies

Audit fees

Bank charges

Motor vehicle expenses

Legal and professional fees
Maintenance and supplies
General specified expenses
Board meeting expenses
Donations

Amortization of intangible assets

Depreciation-motaor vehicles, structure,
computers, furniture, and equipment

FINANCE COSTS

Interest on debts and borrowings
Interest on overdraft

Finance costs on lease liability

Net foreign exchange loss (Note 14)

NET FOREIGN EXCHANGE LOSS

Realised foreign exchange loss
Unrealised foreign exchange loss

Group Group Company Company
12-month 9-month period 12-month 9-month period
period ended ended period ended ended
31 Dec 2019 31 Dec 2018 31 Dec 2019 31 Dec 2018
TZS '000 TZ5°'000 TZS '000 TZ5'000
23,780 18,000 23,780 18,000
314,352 2,486,568 314,352 2,486,568
44,437 - 44,437 -

- 12,321,935 - 12,321,935

382,569 14,826,503 382,569 14,826,503
2,145,381 1,135,160 2,145,381 1,135,160
- 1,385 - 1,385

2,145,381 1,136,545 2,145,381 1,136,545
5,746,776 4,915,531 5,746,776 4,915,531
1,667,165 1,660,097 1,667,185 1,660,097
376,854 326,498 376,854 326,498
229,639 727,524 229,639 727,524
172,982 281,884 172,982 281,884
188,941 134,853 188,941 134,863
1,627,733 1,127,084 1,627,733 1,127,084
749,878 291,387 749,878 291,387
1,343,409 1,917,170 1,343,409 1,817,170
7,519,026 2,765,681 7,519,026 2,765,681
78,412 69,960 78,412 69,960
2,731 - 2,731 4
186,218 97,502 183,830 95,118
1,887,849 818,455 1,740,692 771,303
21,777,613 15,233,626 21,628,068 15,084,080
17,619,578 13,857,397 17,619,578 13,857,397
233,139 258,086 233,139 258,086
588,747 - 588,747 -
1,175,012 4,918,379 1,175,012 4,918,379
19,616,476 19,133,862 19,616,476 19,133,862
248,382 885,541 248,382 885,541
926,630 4,032,838 926,630 4,032,838
1,175,012 4,918,379 1,175,012 4,918,379

Loss on foreign currency denominated transactions and balances largely relates to translation of US$ borrowings and

US$ suppliers balances,
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PRECISION AIR SERVICES PLC

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)

NON- CONTROLLING INTEREST

The following table summarises the unaudited Information relating to the non-controlling interest (NCI) of the Groups
subsidiaries, Precision Handling Limited (PHL) and Precise Systems Limited (PSL) before any intra-group eliminations.
Refer to Note 1.

31 December 2019 31 December 2018

PHL PSL PHL PSL
NC| percentage 0.10% 1.00% 0.10% 1.00%
Non-current assets 279,446 201,372 426,597 203,756
Current liabilities (1,755,453) - (1,755,453) -
Net assets (1,476,007) 201,372 (1,328,856) 203,756
Net assets attributable to NCI (1.4786) 2,014 (1,329) 2,037
Revenue - . . -
Loss for the year {149,535) - (149,536) -
Total comprehensive income (149,535) . (149,536) -
Loss allocated to NCI (150) - (150)
Net cash flows from operating activities (150) - (150) -
Net decrease in cash and cash
equivalents (150) - (150)

44



St

‘{uonw ggg S71 :810g) Ui BE SZ1 JO UOHEIDaIdap [BUOHOU Yl 3SN

ui ||us Inq paienaidsp A|iny 2sem jey) wawdinba pue jued jo yuom (Loyg 62 SZL 81L0Z Jequedaq LE) uol|ig ¢ SZ1 Yuom siasse pey Aua Auedwod sy} sead sy) jo pus ay) Iy

(03} epeuen wawdognan podx] Sossa) auy o) wayl Buiuinial jop syerone om asay) Buaaal jo ssaooud ay) w st uswabeuely “sauwbua sansalap Jo YNSal B Se paziinun Ajusund
aue yemue ay] (uolig 8'0) SZL *8L0g) uolg 2'g SZ1 o) Bununolue senjea sjqeiancoal Byl 0) UMOP USJLM U33Q aney Yelodie asay ) juswedw auojaq (uoliq 9°'Zy SZ1 “8102)
uolllg &' LE SZ1 JO SnjeA joog 18U B UM (IMd-HS 009-2F H1Y PUB HAMC-HS 009-ZF Y1V "OVdHS DZE-2F YLv) Hesaue pspunoub (g) sauy) sue Juawidinba pue Apadoid ul pspnjou|

"9 210N ul pauedxs se

O] papwi] BlUezUE | jUueg goy au} Joj Alunoes se pabpad si yoium (uoyigl | SZ1 ‘8L0Z) Lo 9'0L SZ1 JO anjea jooq j9u e yim Jebuey yeioue ue s1 saInjonis pue juswdinbs
‘aInwing, Ul pepnpou| -Ajanpadsal J7 2]op PUB OF SJON Ul paule|dxs SB SJUSWINISUL YRIPISAC PUR SUBO| 10} PSlWT eluezue] jueg diquels pue (D03) epeues juawdoEnag
uodxg pue uoneiado-00) |BUISNpU] PLNJUULY ‘0jd [BUCHEUIBIU| YUBGD) 0} Alunoas se pabpa|d aie sjusucdwios Yelouie pue Yesole ||y “funoas se pabpaid sjesse Joj gg S10N 0] Jajay

L6 2L LT - 9£.'685 B6E6'9FS L1 LEE'ZSS SL0LPL 699°LV6'FLL
6Z9'985°¥0L 9.9'518'g = 08Z'662'01 9LLvSk LIgLE 9FL'G6E L]
06Z°1¥9°9LZ £09°052 = OEF'OL0"D ZL9EPI'E 00Z'S6E° L GBE'GER'GOT
(CI=Y:] = = - - (1’212} (BEVDLEL)
(#Fe'#95°'E) = = # = = (t¥E'#O5'E)
£GE'/FECE £09'052 = ££0'GEL ZOF'ZEE GOE6LL 0LG'BG¥ LE
GEE'CrP IFE = 62082 DLTLIP'E 0L1L'c68'L g259'0LE'eee
616°LZZ 18E 6.Z"995'9 - OLLSLE'DL 28E'860°C LLO"ZLE'L LES'DEZ ESE
(8£9'604'%) - - - - (G/1°LLE) {c0G'Z6¥ )
{ats'685) - {9cs's85) = = : pr
IPL'E0E L) 642'9959 - ¥i6'LEL 281'FEL L0L¥9F'y
985'CZZ'SLE - 9E.'68S ged'frlolL LOG'E96'E 981'PES'L L2E'952'e5¢E
000, SZ1 000. SZ1 000, SZL 000, SZL 000, SZ1 000. SZ1 000, SZL
[ejo L {noY) 1essy ssasboid S3INJoNJis suayndwon) EETRITED Yeaouy

asn jo by Ul HIO08A gyuswdinba JOJOM

‘aunjiuung

8L0Z Jequ=dag (e v

6102 Jequisdag LE 1V
Junowe Buiidies

610Z J8quadaq LE W

siesodsiq

lesodsip uo wauuedw jo asea|ay
Jead sy} loy afieyy

GLOZ Auenuer | iy
;juauuiedwul pue uoneisaidag

6102 Jaquadag LE 1Y
s[esodsig

ssalbosd i ylom Wwoly Jaysues |
suonppY

610z enuer |

500

dnNodD

LNINCINDI ONV ALH3d0Hd

(d3INNILNOD) 6102 ¥3EAIN3D3A L€ AIANT HVIA IHL HO4
SINIWILVLS TVIDONVYNIH 31VHVd3S ANV d3LVAITOSNOD IHL OL S310ON

OJ71d S3DIAE3S IV NOISIO3dd

9l



o

TJusuaediu] pue uonelsaldag

+S6'Z0L 951 - " BEG'LBR'LL L6159 199'9.2 LEVOOE'ERL
LB LLLLTL 9gL'685 6E6'9FS L1 LEE'ZSS gLo'LPk 699°LVE'FLE
S68'ShY LT - 162'0€2'S 0LZ'LIP'E 0LL'EST' L 859°0LE"BET
(1zz'se) - (lzz'sa) - - =
LE6F'9BEZE = n = = LE¥'08E'ZE
15" /BL'ET = I¥L0E9 £90'281 SHO'SEl 9L1'648°CE
#G0'LPE'LOE - LIZ'GRO'Y L0E'B6YEE GZG'IGE'L LS0'GRO'E6 L
985'ETT'SLE 9£L'685 9gl'LiLial LOS'E96°E 98L'PEY’) 1ZE'esT'ESE
(1zz'se) - {lzz'sa) - - -
B6L'8S8 L1 gel'685 L¥.L'B6T 11¥'95 = GEB'TIETL
800'06¢' L5 = 0LZ'E95'gl +¥ZL'I0B'E ogL'FED’L 98t GFE'0EE
000, SZL 000, SZ1 000, SZ1 000, SZ1 000, SZ1 000, SZL
|E301 “ssadboad sSaInjonns 3 siandwon EETRIEL yernay

upom juawdinba 1010

faamiuIng

8L0Z YMEW LE W

10T Jequada LE W
junouwie bulidien

2102 Joquadad LEIY
sjesodsig

Juswuedu

Ieak sy 10y sbueyn
8102 dy L1y

BI0Z Jequiadag |¢ Iy
s|esodsig

SUCHIPPY

810Z Moy | v

11509

dNoY9

{T3INNILNOD) INTWLIND3 ANV AL¥3d0ud

(@G3INNILNOD) 610Z ¥3EIN303A L€ A3AN3 ¥VIA IHL ¥O4
SINIWILVLS TVIONVYNIL JLVHV43IS ANV 3LVvaITOSNOD 3HL OL S310N

37d S3JIAY3S IV NOISIDINd

gl



i

{uonu 895 S71 8L0Z) UOHIWL BEG SZ1 0 UOeIDa.dap [EUCHOU LM asn L
jIns 1nq pejeoaidap Ay aJem jey; jJuswdinba pue jue|d jo yuom (uoyg 52 SZ1 ‘8L0Z J2qwa0ag L) uollig Z'e SZL Ypom sjasse pey Anua Auedwog sy} '1ead auj jo pus aul 1y

(oa3)

epeue) jusludojaaag Lodxg ‘losss| ay) o) wayy Buiuinies Joj syesone omy asay) Bunasi jo sseooud au wi st juswabeueyy “seubua aagosjep jo JNsal B se paziinun Ajuaund aue
yelone sy (uolrq 801 SZ1 :8L0Z) uoilig Z'8 SZL 0 Bununowe sanjea sjqeRADDIS] JiSL) O} UMOP USTIUM USSQq SABY Jeidlle 3sal | ‘Jusw.edw aioyaq (uolq 9'ZF SZ1 ‘8L0T)
uoljliq &' LE SZ1 JO aN[eA j00q J3U B UM (IWMd-HS D0S-ZF H1Y PUB HMd-HS 009-2F UL 'OWdHS 0ZE-2F H 1Y) yeioue papunoib (g) saiy sue juswdinbe pue Apadosd Ul papnipu|

"GZ 210N Ul paue|dxa Se ueo| pajw

BIUBZUR| jueg gy 2yl Joy Aunoes se pabpaid s yaiym (UogL L SZ1 S8LOZ) Uoljig 801 SZ1 40 SN(BA J00q J3uU B Ylim sefiuey Pelone ue S| Saunjans pue juswdnba ‘sunyiung,
ul papnpouy Ajannoadsal g7 Sl0N PUE GZ Sj0N Ul paule|dxs SB SJUSWINIISU PEIPJSAD PUE SUEC| JO) el BIUBZUEB| jueg diguels pue (D03} epeued uswdojanag podx3g
pue ucnesado-00) |ELISNPU| PUNJUULY ‘D)4 [BUONBLWISIU] jueqmD o} funoas se pabpejd ase sjuauodwos Weione pue yesode ||y ~Aunoas se pabps|d sjesse Jo) 9 210N 0} Jjay

B0 LSE LZ} = 9£.°685 £0S°2LTLL 2ET'6LE 6¥69L) 699 LF6'FLL
£81°20EF0) 9.9'518°S - 559°806°0) ZZ9'LZ) ¥20'59 9t1'56E° 28
£E1'896 LT £09°05L - Z96'TLL'Y 150°988'} Zel'Ezel S8£'5£8'592
(FLeL8s L) - = - = [CYAN¥A] “{BEFDLE L)
(¥re'#O5'2) = = - = - {Pre'vos'T)
202'002'EE £09'0G2 - Zea'org Z0¥'2E2 Gog'oLL DLGBSH' LE
622'616'VHE - = OFL'925'E BrO'Esa’ L ZrFBEY’ | g59'0LE'8E2
91£'542°81¢ 6.2'995'9 E 219°1L80°5) £49°Z00C 91Z'68¢E'L LEG'0EZ ESE
{820'60L'v} - - = - (iL’212} {c05Z6F' )
{oc2'685) - (o685} - = - -
FL'E0ELL 642'005'9 - ¥16'LE1 284'7E1 ~ L04'POF'y
£86'04Z°2LE - 9E/'686 EYO'ErE'TL 988'248'L LBE'G0S' L LZE'BGT'ESE
000. SZ1 000, SZ1 000. SZL 000, SZL 000, SZL 000, SZL
eyl {nox) 1essy ssauboud saImangs sigindwon saoIYap Yeroay

asn yo B ul YIOM g yuawdinba Iololy

faunjiuun

8102 Jequadaq LE W

6L0E lequwedag LEIV
junowe buiidie

610Z Jequadag LE IV

[esodsig

jesodsip uo juswuedul jJo aseajey
Jeah ayy 10y sbieyn

610g Auenuer | 3y

JJUSWIEdW] pue uopeloaidag

6102 1aquiadaq L 3v
s|esodsi(

ssaiboud ul oM Woy 18asuel |
Sucppy

610g denuer | iy
1500
ANYINOD

(a3NNILNOD) ININDINDI ANV ALHId0OHd

(@3anNILNOD) 6102 ¥3GIN303A L€ d3AN3 A0IY3d IHL ¥Ood

SINIWILVLS TVIONVNIHd 3LVHVJIS ANY A3 LVAITOSNOD 3HL OL S310N

07d S32IAN3S HIV NOISIOIHd

91



a8

50Z'6Z5'S5) - LBE'8ZY'LL ¥35'vZE 182°GIT LEV'ODESHL
60 LSE LTL 9£.2'685 05 LIF'LL LeZ'6LE 66’9l 699°4F6'FLL
688°616'rT - OFL'9ZS'E 6¥9°£59°L ZP'ETE') 859'0LE'BET
(Lzz'sg) - (LzZ'cR) - - -
L6¥'98E'ET - - = = LEF'08E'CE
6L¥ 059'CE - L#2 0L ¥ze'lol g9ce'es oLL'BLBEE
002 896'861 - 0Z:'00L'E SZ8'L6F'L P0O9'0EE"L LSO'GFD'ES L
£86°012°2LE 9€.°68G EPO'EFE Tl 9g88'z.L8') 16E£'909°L 1Ze'85Z et
(LzZ'sB) - (Lzz'ce) - = -
66.'858° L1 9£!'685 I¥IBBE 21%'05 > BER'ZL69L
S0 6% ¥SE - LLLBEL'TL 60F'9LE'L LEE'B09'L 8BF'SHE'QEE
000. SZL 000, SZL 000, SZ1 000. SZL 000, SZ1 000, SZL
12301 [+ebueH) saInoanns signdwon CETRIITEDD Hesapy
ssalboud 9 uawdinba Jojop
ul HIOAN ‘aunpuang

8L0Z YHEW LEW

8L0Z Jequwiada] Le Iy
JUNoLLIE BUlidien

8210z Jaquiadag LE IV
sjesodsiq
uswledw)

Jeah ayy Joy abieys
102 udy | Iy

il pue uonenaidag

gL0g 1equadag LE W
siesodsig]

SUoIppY

8102 dy L I

3807

ANYAINOD

{G3aINNILNOD) LNINDINDI ANV AL¥3d0ud

(G3NNILNOD) 610Z ¥38INID3A L€ AIANT AORI3d IHL HO4

SINIWILVLS TVIONYNI4 J1VHV43S ANV G31valrmoOSNOD 3HL OL S310N

07d S3JIAYIS HIV NOISIOF™d

13



PRECISION AIR SERVICES PLC

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)

INTANGIBLE ASSETS

Computer Work in

software progress Total

TZS '000 TZS '000 TZS '000
GROUP
Cost
At 1 January 2019 2,037 163 - 2,037,163
Additions 180,614 14,359 194 973
Transfer from work in progress - - -
At 31 December 2019 2,217,777 14,359 2,232,136
Accumulated amortisation
At 1 January 2019 1,250,770 - 1,250,770
Charge for the year 186.214 - 186,214
At 31 December 2019 1,436,984 - 1,436,984
Carrying amount 780,793 14,359 795,152
Cost
At 1 April 2018 1,758,551 126,386 1,884,937
Additions 21,853 130,373 152,226
Transfer from work in progress 256,759 (256,759) -
At 31 December 2018 2,037,163 - 2,037,163
Accumulated amortisation
At 1 April 2018 1,153,268 - 1,153,268
Charge for the period 97,502 - 97,502
At 31 December 2018 1,250,770 - 1,250,770
Carrying amount 786,393 - 786,393
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PRECISION AIR SERVICES PLC

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)

INTANGIBLE ASSETS (CONTINUED)

COMPANY
Cost

At 1 January 2019

Additions

Transfer from work in progress
At 31 December 2019

Accumulated amortisation
At 1 January 2019

Charge for the year

At 31 December 2019

Carrying amount

Cost

At 1 April 2018

Additions

Transfer from work in progress
At 31 December 2018

Accumulated amortisation
At 1 April 2018

Charge for the period

At 31 December 2018

Carrying amount

INVESTMENT IN SUBSIDIARIES

Computer Work
software in progress Total
TZS '000 TZS '000 TZS '000
1,783,010 - 1,783,010
180,614 14,359 194,973
1,963,624 14,359 1,977,983
1,200,373 - 1,200,373
183,830 - 183,830
1,384,203 - 1,384,203
579,421 14,359 593,780
1,504,398 126,386 1,630,784
21,853 130,373 152,226
256,759 (256,759) -
1,783,010 - 1,783,010
1,105,255 - 1,105,255
95,118 - 95,118
1,200,373 = 1,200,373
582,637 - 582,637

The carrying amounts of the Company's investments in its subsidiaries, Precision Handling Limited and Precise

Systems Limited as at 31 December 2019 are summarised below.

31 December 2019

31 December 2018

Cost Impairment C: ';rgLnn% Cost Impairment C:rl".'rg:"nngz
TZS'000 TZS'000 TZS'000 TZS'000 TZ5'000 TZ5'000
Precision Handling
Limited 1,000,000  (1,000,000) - 1,000,000 (1,000,000)
Precise Systems
Limited 10,000 (10,000) . 10,000 (10,000) -
1,010,000 {(1,010,000) - 1,010,000 {1,010,000) -
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PRECISION AIR SERVICES PLC

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)

INVESTMENT IN SUBSIDIARIES (CONTINUED)

The financial information of the subsidiaries for the year ended 31 December 2019 is as summarised below.

Year ended 31 December 2019
Precision Handling Limited

Precise Systems Limited

Period ended 31 December 2018

Precision Handling Limited

Precise Systems Limited

OTHER FINANCIAL ASSETS

IATA security deposit
Credit card security deposit
Aircraft security deposit

Current portion
Non-current portion

Total liabilities

Total assets and equity Revenue Expenses
TZS '000 TZS '000 TZS '000 TZS '000
279,446 (279,446) - (149,545)
201,372 (201,372) - -
426,597 (426,597) - (149,536)
203,756 (203,756) v -
Group Group Company Company

31 Dec 2019 31 Dec 2018 31 Dec 2019 1 Dec 201
TZS '000 TZS '000 TZS '000 TZ5 '000
79 79 79 79
1,369,758 1,722,229 1,369,758 1,722 229
680,964 680,964 680,964 680,964
2,050,801 2,403,272 2,050,801 2,403,272
2,050,801 2,403,272 2,050,801 2,403,272
2,050,801 2,403,272 2,050,801 2,403,272

Other assets relate to cash deposited by the Company to third parties. These deposits do nat attract any interest.
The credit card security deposits are deposits held by the card companies against the chargebacks from card holders.

Aireraft security deposits are the deposits kept by ATR for the purchase of an aircraft. While the above are held at

amortised cost, their fair value approximate their carrying values due to their relatively short-term nature.

The movement in deposit is as follows:

At start of the year/period

Additional deposit/Release of deposits

Foreign exchange losses

At the end of the year/year

Group Group Company Company

31 Dec 2019 31 Dec 2018 31 Dec 2018 31 Dec 2018
TZS '000 TZS '000 TZS '000 TZS '000
2,403,272 2,235,440 2,403,272 2,235,440
(352,472) 270,550 (352,472) 270,550

- (102,718) - (102,718)

2,050,800 2,403,272 2,050,800 2,403,272
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NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)

INVENTORY
Group Group Company Company
31 Dec 2019 31 Dec 2018 31 Dec 2018 31 Dec 2018
TZS '000 TZS '000 TZS '000 TZS '000
Aircraft spare parts* 13,090,304 12,637,329 13,090,304 12,637,329
Fuel and stationeries 521,879 321,642 521,879 321,642
Stock provisions (2,122,401) (494,080) (2,122,401) (494,080)
11,489,782 12,464 891 11,489,782 12,464,891
*The Inventories are pledged as floating security for Stanbic overdraft facility with the Company.
The movement in stock provision for the period is as detailed below;
Group Group Company Company
31 Dec 2019 1 1 31 Dec 2019 31 Dec 2018
TZS '000 TZS '000 TZS '000 TZS '000
Balance as at 1 January (494,080) (494,080) (494,080) (494,080)
Charge during the year (1,628,321) - (1,628,321) -
(2,122,401) (494,080) (2,122,401) (494,080)

During the year ended 31 December 2019, inventories of TZS 47.5 hillion (December 2018: TZS 26.9 billion)

were recognised as expenses and are included in cost of sales line item.

TRADE AND OTHER RECEIVABLES

Group Group Company Company
31 Dec 2019 31 Dec 2018 31 Dec 2019 31 Dec 2018
TZS '000 TZS '000 TZS '000 TZ5'000

Trade receivables - third party* 14,613,888 13,540,239 14,613,888 13,540,239
Allowance for credil losses (6,247,223) (6,825,891) (6,247,223) (6,825,891)
Net receivables — third party 8,366,665 6,714,348 B,366,665 6,714,348
Other receivables 505,169 11,970 505,169 11,970
Advances to suppliers 739,610 796,400 739,610 796,400
staff loans, advances and imprest 184,020 56,617 184,020 56,617

Allowances for credit losses - other

debtors = 4 & 2
Net other receivables 1,428,799 864,987 1,428,799 864,987
Net trade and other receivables 9,795,464 7.579,335 9,795,464 7,579,335

*During 2019, the group modified the classification of passenger Interline receivable balance for accepted passenger
rejections that was previously included in ‘Sales in advance of carriage' to ‘Trade and other receivables’ fo reflect more
appropriately the way in which the balances are presented in the statement of financial position. As a result, net receivable
amount of TZS 0.8 billion was reclassified from sales in advance of carriage o trade and other receivables,

Group Group Company Company
31 Dec 2019 31 Dec 2018 31 Dec 2019 31 Dec 2018
TZS '000 TZS '000 TZ5'000 TZS '000
Mavement in allowance for credit
losses: Group Group Company Company
At start of year/period; 6,825,891 55,673,452 6,825,891 58,428,905
(Release)/additions (1,455,333) 5,333,729 (1,455,333) 5,333,728
provision — Accepted pax rejection/
Allowance account — Written off 876,665 (54,181,290) 876,665 (56,936,743)
At end of the year/period 6,247,223 6,825,891 6,247,223 6,825,891
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NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)

TRADE AND OTHER RECEIVABLES (CONTINUED)

Group Group Company Company
31 Dec 2019 31 Dec 2018 31 Dec 2019 31 Dec 2018
TZS '000 TZ5'000 TZS '000 TZS '000

Tr receivabl i
Neither past due nor impaired 7,601,474 2,805,769 7,601,474 2,805,769
Past due but not impaired 765,191 3,908,580 765,191 3,908,580
Overdue and fully impaired 6,247,223 6,825,890 6,247,223 6,825,890
14,613,888 13,540,238 14,613,888 13,540,239

No collateral is held for the trade and other receivahles.

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

Group Group Company Company
31 Dec

31 Dec 2019 31 Dec 2018 2019 31 Dec 2018
TZS '000 TZS'000 TZS '000 TZS'000
United States Dollars 5,620,227 4720117 5,620,227 4720117
Euro 927,709 721,084 927,709 721,084
Sterling Pound 245,044 254,670 245,044 254 670
Canadian Dollars 93,096 39,081 93,096 39,081
South African Rand 137,642 648,525 137,642 648,525
Kenya Shillings 42,481 40,141 42 481 40,141
7,066,199 6,423,598 7,066,199 6,423,598

PREPAYMENTS
Insurance 64,413 503,220 64,413 503,220
Spare parts 106,975 63,770 106,975 63,770
Other 31,848 32,204 31,848 32,204
203,236 599,154 203,236 599,194

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

31 Dec 2018 31Dec 2018 31 Dec 2019 31 Mar 2018

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

Bank balances 2,129,761 1,184 684 2,129,761 1,184 684

Short term deposits 728,493 119,467 728,493 119,467

Petty cash - 2,085 - 2. 085

Cash and cash equivalents 2,858,254 1,306,236 2,858,254 1,306,236
Bank overdraits for cash management

purposes (1,601,408) (5,206 617) (1,601,4086) (5,206,617)

Cash and cash equivalents in the
statement of cashflows 1,256,848 (3,900,381) 1,256,848 (3,800,381)
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NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)

CASH AND CASH EQUIVALENT (CONTINUED)

Cash and cash equivalents comprise of the following amounts denominated in foreign currency:

Group Group Company Company
31 Dec 31 Mar 2018 31 Dec 2019 31 Mar 2018
TZS '000 TZS'000 TZS '000 TZS '000
United States Dollars USD 1,108,449 376,173 1,108,449 376173
Euro EUR 397,485 27,569 397,485 27,569
Kenya Shillings KES 319,186 (8,609) 319,186 (8,609)
1,825,120 385,133 1,825,120 395,133
INCOME TAX

(a) Corporate tax payable
At beginning of the year/period 1,112,019 1,241,176 1,112,019 1,241,176
Payments during the year/period - (129,157) - (129,157)
Tax charge for the period - - - -
At end of the year/period 1,112,019 1,112,019 1,112,019 1,112,018

(b)  Other tax payable*

At beginning of the year/period 882,144 446,948 882,144 446,946
Payments during the year/period - - - -
AMT charge for the period 621,486 435,198 621,486 435,198
1,503,630 882,144 1,503,630 882,144

(c) Tax charge

Current year/period tax charge

Deferred tax charge

* This is related to tax payable with respect to alternative minimum taxes.

The alternative minimum tax (presented as income tax expense in 2019) has been reclassified from Income tax
expense to administrative expenses as per 1AS 12,

Section 4(1) (a) of the income tax Act of 2004 as amended requires corporations with perpetual unrelieved tax losses
to pay tax at the rate of 0.5% of the turnover for that year of income, The Company and group have unrelieved tax

losses and hence, liable to the alternate minimum tax charge.

(d) Reconciliation of the tax based on accounting loss to actual tax

Company
Group Group 12-months Group
12-months 9-months period 9-months
period ended period ended ended period ended
31 Dec
31 Dec 2019 31 Dec 2018 2019 31 Dec 2018
TZS 000 TZ5'000 TZS '000 TZS'000
Loss before income tax 44,139,070 (37,080,278) 43,989,494 (36,930,742)
Tax at applicable rate of 30% (13,241,712) (11,124,083) (13,196,848) (11,079,223)
Tax effect of non-deductible
expenses 209,907 1,603,343 209,907 1,603,343
Deferred tax movement not
recognized 20,233,577 24,099,542 20,188,714 24,054,682
Effect of prior year deferred tax -
under pravision (7,201,771) (14,578,802) (7,201,771) (14,578,802)

Total tax expense/ (credit)
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FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)

INCOME TAX (CONTINUED)
(a) Deferred tax

Group
2019

Accelerated capital deductions
Unrealised foreign exchange losses and provisions

Tax losses
Net deferred tax asset
Deferred tax asset not recognised

Net deferred tax (asset)/liability recognised

2018

Accelerated capital deductions
Unrealised foreign exchange losses and provisions

Tax losses
Net deferred tax (asset)/ liability
Deferred tax not recognised

Net deferred tax (asset)/liability recognised

Company
2019

Accelerated capital deductions

Unrealised foreign exchange losses and provisions
Tax losses

Net deferred tax (asset)/ liability

Deferred tax not recognised

Net deferred tax (asset)/liability recognised

2018

Accelerated capital deductions

Unrealised foreign exchange losses and provisions
Tax losses

Net deferred tax (asset)/ liability

Deferred tax not recognised

Net deferred tax (asset)/liability recognised

Charge/(credit) to
At1Jan 19 P&L At 31 Dec 19
TZS '000 TZS '000 TZS '000
21,119,510 (5,877,724) 15,241,786
(26,336,208) 896,101 (25,440,107)
(83,946,988) (15,251,967) (79,198,955)
(69,163,686) (20,233,590) (89,397,276)
69,163,686 20,233,590 89,397,276
Charge/(credit) to
At 1 Apr 18 P&L At 31 Dec 18
TZS '000 TZS5'000 TZ5'000
31,569,338 (10,449,828) 21,119,510
(25,622,518) (713,690) (26,336,208)
(51,014,181) (12,932,807) (63,946,988)
(45,067,361) (24,096,325) (69,163,686)
45 067 361 24,096,325 69,163,688
Charge/(credit) to
At Jan 19 P&L At 31 Dec 19
TZS '000 TZS '000 TZS '000
21,119,510 (5,877,724) 15,241,786
(26,336,208) 896,101 (25,440,107)
(63,863,605) (15,207,094) (79,070,699)
(69,080,303) (20,188,717) (89,269,020)
69,080,303 20,188,717 89,269,020
Charge/(credit) to
At 1 Apr 18 P&L At 31 Dec 18
TZS '000 TZS'000 TZS '000
31,569,338 (10,449,828) 21,119,510
(25,622,518) (713,690) (26,336,208)
(50,972 441) (12,891,164) (63,863,605)
(45,025,621) (24,054,682) (69,080,303)
45,025,621 69,080,303

24,054 682

The deferred tax asset has not been recognised because the Directors do not expect the Company to generate.
sufficient taxable profits in the near future against which the asset can be utilised.
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EQUITY Group Group Company Company
31 Dec 2018 31 Dec 2018 31 Dec 2019 31 Dec 2018
TZS '000 TZS'000 TZS '000 TZS'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 paid up:
160,472,720 Qrdinary Shares

of TZS 20/= each 3,209,454 3,200,454 3,209,454 3,200 454
(b) Share premium 10,490,987 10,490,987 10,490,987 10,490,987

The shareholders of the Group are as indicated in the Director's report.

The holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled to one
vote per share at meetings of the Company.

BORROWINGS

The Company's borrowings are summarised below.

Lender Average Maturity Purpose Security
Interest rate

Citibank International Plc 4.28% 2008-2022 | Financing the The loans secured by the
and Finnfund Industrial Co- acquisition of 5 ATR | aircraft that have been|
operation (USD) () (*) 72-500 and 2 delivered*™

ATR42-500,
Export Development Canada | 4.64% 2013-2022 | Financing the The loan is secured by the
(EDC) (USD) i) () acquisition of 2 ATR | aircraft that have been

72-600. delivered**
KCB Bank Tanzania Limited | 9.00% 30.12.2017 | Construction of The facility was secured by
(USD) (iii) hangar complex at the hangar complex.

Julius Nyerere

International Airport.

(*) The Company is in breach of the terms of the loan agreements as such these loans have been classified as current.
Additionally, EDC has formally the lease agreement for the two airerafts and management is in the process of reviving
the aircrafts for returning to lessor. These aircrafts were not in use for several years.

(**) For the purpose of holding collateral for the financiers, the aircraft are registered in the name of special purpose
entities whose equity is held by the security trustees on behalf of the respective financiers. The legal tile is to be
fransferred to Precision Alr Services Plc once the loans are fully repaid. The special entities are as listed below:

Special purpose entity Assets held as collateral financed by:

. . Citibank International Pl
Swala Leasing and Finance Limited

Finish Fund Industrial for Carparation Ltd

Antelope Leasing Finance Ltd Export Development Canada
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BORROWINGS (CONTINUED)

The following table includes the outstanding loan balances for the Group and Company as at the year-end:

Secured bank term loans

include:

Citibank International Plc

and Finnfund Industrial Co-
operation (i
Export Development (i
KCB Bank Tanzania Limited (i)

Nen-current
Current

Total

The movement in loan balances as at the year-end is summarised below:

Opening balance

Repayment

Overdraft converted to term loan
Interest expense

Interest paid

Unrealised exchange loss

Closing balance

OVERDRAFT

Average

Interest

Secured bank term loans rate
KCB Bank Tanzania
Limited — US$ 9.00%
KCB Bank Tanzania 16.00%
Stanbic Bank Tanzania
Limited -TZS 9.50%

Group Group Company Company

31 Dec 2019 31 Mar 2018 31 Dec 2018 31 Mar 2018
TZS '000 TZS'000 TZS '000 TZS '000
265,136,923 252,896,117 265,136,923 252,896,117
85,221,012 80,397,388 85,221,012 80,397,388
249,825 881,620 249,825 881,620
350,607,760 334,175,125 350,607,760 334,175,125
350,607,760 334,175,125 350,607,760 334,175,125
350,607,760 334,175,125 350,607,760 334175125
Group Group Company 31 Company

31 Dec 2019 31 Dec 2018 Dec 2018 31 Dec 2018
TZS '000 TZS '000 TZS '000 TZ5'000
334,175,125 317,521,398 334,175125 317,521,398
(2,390,210) (39,828) (2,390,210) (39,828)
402,200 - 402,200 -
17,619,578 13,857,397 17,619,578 13,957,397
{118,754) (1,737,088) (118,754) (1,737,088)
919,821 4,473,248 919,821 4,473,246
350,607,760 334,175,125 350,607,760 334175125
360,448 458,805 360,448 456,805
1,075,002 1,621,775 1,075,002 1,621,775
165,956 3,128,037 165,956 3,128,037
1,601,406 5,206,617 1,601,406 5,206,617

KCB Bank Tanzania Limited: Overdraft

The overdrafts are secured by Chattels Mortgage over:

- Debenture over floating assets; and

Assignment over monthly IATA Billing and Settlement Plan (BSP) receivables.
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OVERDRAFT (CONTINUED)

Stanbic Bank Tanzania Limited: Overdraft

This was a loan converted to overdraft in the financial year 2015/16. The loan was granted to support the werking

capital of the Company.
The facilities are secured by:

- Single debenture dated 2 April 2003 creating a first ranking fixed charge over the aircraft ATR 42-320

Registration No. 5H-PAG for US$ 4,934,000:

- Debenture over floating assets plus aircraft components, excluding assets specifically encumbered to other

lenders, registered for US$ 1,424,750;

- Comprehensive insurance policy for the full replacement value over all assets which the bank holds as security
with an insurance company approved by the bank where in the Bank is noted as First Loss Payee; and

- One aircraft with registration no. 5H-PAG is mortgaged against banking facilities secured from Stanbic

Tanzania.

TRADE AND OTHER PAYABLES

31 Dec 2018 31 Dec 2019

Company
31 Dec 2018

TZS '000

23,238,761

5,832,408
622,852
68,142,126
2,760,914

Group
31 Dec 2019
TZS'000

Trade payables - third parties 18,174,234
Trade payables - related parties

(Note 30) 4,246,004

Advances from customers 632,293

Statutory liabilities 78,616,126

Other accruals 3,782,998

105,451,655

105,451,655

100,597,061

Trade and other payables comprise of the following amounts denominated in foreign currency:

31 Dec 2018 31 Dec 20139

Company
31 Dec 2018
TZS '000

19,348,964
998,875
63,636
28,801
7,130

Group

31 Dec 2019

TZS '000

United States Dollars ush 14,816,138
Euro EURO 820,020
Great Britain Pound GBP 12,680
South African Rand ZAR 61,616
Kenya Shillings KES 201,204
15,911,658

20,447,406

The carrying values of trade and other payables are assumed to approximate their fair values due to the short-term

nature of trade receivables and payables.
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LEASES

See accounting policy in Note 5.

A, Leases as lessee

The group has several leased spaces. These includes office spaces and a hangar, The group has the following lease
arrangements;

- Lease of offices with various vendors. These leases generally have terms of 5 to 12 years, The lease
payments are made monthly.

Lease of Hangar with the Government. The remaining lease period is of 11 years. The lease payments are
made in advance on semi-annual basis.

Information about leases for which the Group is a lessee is presented below.
(i) Right of use assets
Right of use assets relates to leased office premises that are presented within property and equipment (See Note 18).

(ii) Lease liability, interest expense and lease payments

The movement in lease liability is as follows.

Group Group Company Company
31 Dec 2019 31 Dec 2018 31 Dec 2019 31 Dec 2018
TZS '000 TZS '000 TZS '000 TZS'000
At beginning of the year 6,395,822 - 6,395,822 -
Interest charge for the year 588,747 - 588,747 -
Payment during the year (780,349) - (780,349) -
At end of the year 6,204,220 - 6,204,220 =
Split as:
Current 1,145,516 - 1,145,516 -
Non-current 5,058,704 - 5,058,704 -
(iii) Amounts recognised in profit
and loss
Interest charge for the year 588,747 - 588,747 5
Depreciation on right of use asset 750,603 750,603
Short term leases* 3,131,653 - 4,243,648 -
(iv) Amounts recognised in
statement of cashflow
Total cash outflow for leases (780,349) - (780,349) -

*This includes short term lease of aircraft engines for one (1) to three (3) months in periods when the Company's
engines are under maintenance.
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LEASES (CONTINUED)

A. Leases as lessees (Continued)

(v) Extension options

Some property leases contain extension options exercisable by the Group up to one year before the end of the non-
cancellable contract period. Where practicable, the Group seeks to include extension options in new leases to provide
operational flexibility. The extension options held are exercisable only by the Group and not by the lessors. The Group
assesses at the lease commencement date whether it is reasonably certain to exercise the extension options. The

Group reassesses whether it is reasonably certain to exercise the options if there is a significant event or significant
changes in circumstances within its control.

The Group and Company has applied extension options for several contracts which resulted to an additional lease
liability of TZS 4.03 billion. The extensions applied ranges from 1 year to 5 years from 31 December 2018,

B. Leases as lessor

During the year, there were no agreements where Group or Company was a lessor (2018: None).

RELATED PARTY DISCLOSURES

Group Group Company Company
a) Key management
remuneration 31 Dec 2019 31 Dec 2018 31 Dec 2019 31 Dec 2018
TZS '000 TZS '000 TZS '000 TZS '000
Salaries and other short-term .
benefits 2,185,121 1,845,362 2,155,121 1,845,362
Pension 210,296 184,536 210,296 184,536
2,365,417 2,029,898 2,365,417 2,029,898
b) Directors' remuneration®
Salaries and other short-term
benefits for Chairman 389,525 292,144 389,525 292,144
389,525 292,144 389,525 292,144
Sitting allowances paid:
Mr. Michael N. Shirima 6,254 4,677 6,254 4 677
Mr. Vincent M. Shirima 7,818 6,236 7,818 6,236
Mr Sebastian Piotr Mikosz 3,127 3,118 3,127 3,118
Mr. Avelyne Msaki 7,818 6,236 7,818 6,236
Ms. Hellen Muthoni Mathuka 6,254 6,236 6,254 6,226
Mr. Abdulrahman Omar Kinana 3127 1,559 3,127 1,559
Mr. Julius Ngunu Thairu 6,254 1,559 6,254 1,559
Mr. Vincent Coste - 1,559 - 1,559
40,652 31,180 40,652 31,180
c) Purchase transactions
Kenya Airways Limited 27,280,447 11,653,160 27,280,447 11,653,160
Ngaleku Children's Home
Contribution 3,582 81 3,582 81
27,284,029 11,653,241 27,284,029 11,653,241
d) Sales transactions
Kenya Airways Limited 44,599,606 39,691,582 44,599,606 39,691,982
44,599,606 39,691,982 44,599,606 39,681,982
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RELATED PARTY DISCLOSURES (COTNINUED)

f) Amount due to related parties

Group Group Company Company
31 Dec 2019 31 Dec 2018 31 Dec 2019 31 Dec 2018
TZS'000 TZE '000 TZS '000 TZ5'000

Ngaleku Children's Home Contribution
" 3,690 108 3,690 108
Precise Systems Limited - - - -
Kenya Airways Limited (**) 4,242,314 5,832,300 4,242 314 5,832,300
4,246,004 5,832,408 4,246,004 5,832,408

(*) Ngaleku Children's Home Contribution is a related part by virtue of the Board Chairman being a Trustee,

(**) Kenya Airways Limited owns 41.23 % of the ordinary shares of Precision Air Services Limited. As is common throughout the airline
industry, Precision Air Services Limited and Kenya Airways Limited from time to time carry each other's passengers travelling on the
other airline's tickets. The settlement between tha two carriers is actionad through IATA Clearing House (ICH) of which both airlines
are members. The transactions carried out with Kenya Airways Limited relate to inter-line services and advances,

Interests in subsidiaries are set out in Note 15 to the financial statements.

Outstanding balances at the period-end are unsecured, interest free and setllement occurs in cash. There has been
no guarantee provided or received for any related party receivable or payables.

CAPITAL COMMITMENTS

The Group has no capital commitments as at year end. (31 December 2018: Nil).

SEGMENT INFORMATION

The chief 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 8, most of the revenue is derived from passenger revenue (from which fuel surcharge is derived)
and the Board of Directors relies primarily on passenger revenue to assess performance. Management monitors the

operating results of its business as indicated on the Directors' report for the purpose of making decisions 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 comprehensive income is reviewed by the chief operating decision
maker and the senior management team.

Tha major revenue-earning assets of the Group comprise the aircraft fleet, all of which are registered in Tanzania.
Since the Group's aircraft fleet are employed flexibly across its route network, there is no suitable basis for allocating
such assets and related liabilities to operating segments. Since aircraft fleet is deployed flexibly 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

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)

CONTINGENCIES

As at 31 December 2019 there were ongoing litigations and claims against the Company amounting to TZS 2 billion.
Majority of these cases pertain to labour cases that are under mediation between former employees and the Company.
Subsequent to year end to the date of these financial statements, cases amounting to TZS 0.2 billion were dismissed.
As at the date of approval of these financial statements, open cases amounted to TZS 1.9 billion. Management has
assessed the remaining open cases and concluded that the probability of winning is high. Accordingly, there has been
ne provisions made in the financial statements to cater for these liabilities.

EMPLOYEES

Number of employees for the Group at the end of the year was 398 (31 December 2018: 396).

EARNINGS PER SHARE (EPS) — BASIC AND DILUTED

Basic earnings per share is calculated on the loss after tax attributable to ordinary equity holders divided by the
weighled average number of ordinary shares outstanding during the period.

Diluted earnings per share is calculated on the loss after tax attributable to ordinary equity holders divided by the
welghted average number of ordinary shares outstanding after adjustment of dilutive potential ordinary shares. The
basic and diluted earnings per share are the same as there are no dilutive instruments.

31 Dec 2019 31 Dec 2018

Group

Loss for the year/period (TZS'000) (44,139,039) (37,080,278)

Number of shares (‘000" 160,473 160,473
Earnings Per Share (TZS3) (275.08) (231.07)
Company

Loss for the year/period (TZS'000) (43,989,494) (36,930,742)
Number of shares ('000") 160,473 160,473
Earnings Per Share (TZS) (274.12) (230.14)

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 is to ensure that it maintains healthy capital ratios in order to support its business and maximise
shareholder value. While the overall responsihility of capital management rests with the board of Directars, the day to
day capital management is delegated to the management committee,

The Group manages its capital structure and adjusts it in light of changes in economic conditions, To maintain or adjust
the capital structure, the Group aims to maintain capital discipline in relation to investing activities and may adjust the
dividend payment to shareholders, return capital to shareholders or issue new shares. No changes were made in the
objectives, policies, or processes during the year.

The Group includes within net debt, borrowings, trade and other payables, less cash and cash equivalents. All

companents 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 situation normalises, these will be excluded.
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PRECISION AIR SERVICES PLC

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)

CAPITAL MANAGEMENT (CONTINUED)

The Group does not have a target debt ratio.

Group Group Company Company

31 Dec 2019 31 Dec 2018 31 Dec 2019 31 Dec 2018

TZ5'000 TZ5'000 TZE'000

Borrowings (350,607,760) (334,175,125) (350,607,760) (334,175,125)
Overdraft (1,601,408) (5,208,617) (1,601,4086) (5,208,617)
Trade and other payables (105,451,655) (100,597,061) (105,451,655) (100,597,061)
Cash and bank balances 2,858,254 1,308,236 2,858,254 1,306,236
Net debt (454,802,567) (438,672,567) (454,802,567) (438,672,567)
Equity 351,348,412 307,209,383 351,829,239 307,839,736
Capital and net debt (103,454,155) (131.463.184) {102,973,328) (130,832 831)
Net debt ratio (1.29) (1.43) (1.29) (1.43)

Externally imposed capital requirements
Other than the securities pledged for borrowings (Note 26), 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 before changing the Company's capital structure or sale of shares.

FAIR VALUE DISCLOSURES

Fair 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 obtained from independent sources; unobservable

inputs reflect the Bank’s market assumptions. These two types of inputs have created the following fair value hierarchy:

. Level 1 - Quoted prices (unadjusted) in active markets for identical assets or liabilities. 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 liability, either
directly (that is, as prices) or indirectly (that is, derived from prices). The sources of input parameters are: LIBOR
yield curve, Bloomberg, and Reuters.

= Level 3 - inputs for the asset or liability that are not based on observable market data (unobservable inputs).
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PRECISION AIR SERVICES PLC

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)

FAIR VALUE DISCLOSURES (CONTINUED)

The Group and Company did not have at the reporting date any financial assets and liabilities measured at fair value.
The table below analyses the fair value hierarchy of the Group and Company's financial assets and liabilities not
measured at fair value at 31 December 2018.

Fair values Carrying amount

31 Dec 2019 31 Dec 2018 31 Dec 2019 31 Dec 2018
Group TZS'000 TZ5'000 TZ5'000 TZ3'000
Financial assets
Trade and other receivables 9,055,854 6,782,935 9,055,854 6,782,935
Cash and cash equivalents 2,858,254 1,306,233 2,858,254 1,306,233
Financial liabilities
Borrowings 350,607760 334,175,125 350,607760 334,175,125
Overdraft 1,601,406 52088617 1,601,406 5,206,617
Trade and other payahles 26,044,977 31,454,977 26,044,977 31,454 977
Company
Financial assets
Trade and other receivables 9,055,854 6,782,935 9,055,854 6,782,935
Cash and cash equivalents 2,858,254 1,306,233 2,858,254 1,306,233
Financial liabilities
Borrowings 350,607760 334,175,125 350,607760 334,175,125
Qverdraft 1,601,406 5206617 1,601,406 5,206,617
Trade and other payables 26,044,977 31,454 977 26,044,977 31,454,977

Receivables, cash and short-term deposits, and payables are held at amortised cost. Their carrying amounts
approximate their fair values due to their shor-term maturities.

For the borrowings repayable on demand (classified as current liabilities owing to breach of the terms of the borrowing
agreements), the carrying value approximate the fair value.

The carrying amounts of bank overdrafts approximate their fair values due to their short-term maturities. The carrying
amounts of term loans other than those for Citibank, Finnfund and EDC are deemed to approximate their fair values
due to materiality of the amounts involved.
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PRECISION AIR SERVICES PLC

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)

SUBSEQUENT EVENTS

On 11 March 2020, COVID-19 was declared a pandemic by the World Health Organization, and most governments are
currently taking restrictive measures to contain its further spread affecting free movement of people and goods.

Currently the spread of COVID-19 has resulted in a material uncertainty on the entity's abllity to continue as a going
concern.

The effect of COVID-19 has been detailed in Note 3(c) of these financial statements.
On 23 November 2021, Antelope Leasing Limited and Export Development Canada issued termination notice for lease
agreement for two (2) ATR 42 — 600 aircraft. These aircraft were grounded since 2017 due to technical issues and they

are not part of the active fleet. Management is in the process of reviving the aircraft. The plan is to return the aircraft in
2022/2023.
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