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Report of the Audit and Risk Committee -

The Report of the Audit and Risk Committee is in terms of the Companies
Act 94(7) (f) and Treasury Regulations 27(1) (10) (b) and (c] of the Public
Finance Management Act no. 1 of 1999 as amended.

In the execution of its duties during the past financial year, the Audit and

Risk Committee has:

e Reviewed the effectiveness of the internal control systems that
management and the Board have established including the effectiveness
of policies and procedures; the effectiveness of the information systems
environment, the reliability and integrity of financial and operational
information, the effectiveness of operations, safeguarding of assets
and compliance with laws and regulations;

¢ Reviewed the independence, objectivity, credibility, performance and
cost effectiveness of the external auditors;

¢ Reviewed the results of the external audit including any accounting
and auditing concerns;

e Reviewed the overall audit role, to explore objectives, minimise
duplication, discuss implications of new auditing standards and ensure
that the external audit fee will sustain a proper audit and provide value
for money;

e Reviewed the adequacy, reliability, quality and accuracy of financial information and financial statements;

e Reviewed the integrity of the Company’s financial reporting process, both internal and external;

e Reviewed the Integrated Report as a whole, to ensure it presents a balanced and understandable assessment of the

position, performance and prospect of the Company;

e Reviewed the external auditors’ proposed audit report;

e Examined and reviewed the Annual Financial Statements and the accompanying reports to shareholders;

e Reviewed the statement on internal control systems prior to endorsement by the Board; _ : e ati- T

e Reviewed reports detailing the adequacy and overall effectiveness of the Company’s risk management function and its : ' ' i : N e e BN
implementation by management, and reports on internal control and any recommendations, and confirm that appropriate _ : — == e ———
actions have been taken; " - 5 = == == - - ——

e Reviewed internal audit activities including its charter, independence, work programme, co-ordination with external
auditors, report on significant findings as well as management responses to internal audit recommendations.

Based on information and explanations given by management, as well as audit evidence obtained by internal audit and
discussions with the independent external auditors, the internal controls of the Company operated effectively throughout
the year under review. Where internal control weaknesses were identified, these were discussed with management and
corrective actions taken to minimise the risk and ensure that ATNS's assets are safeguarded, proper accounting records
maintained and resources utilised efficiently and effectively.

Management’s attitude towards internal controls continues to be positive as demonstrated through the process of resolving
internal audit findings. Activities throughout ATNS are governed by written policies and procedures that are reviewed and
approved by the Board or Management as appropriate.

i &

il

The Audit and Risk Committee reviewed the going concern of ATNS and is satisfied that the adoption of the going concern’s
premise in the preparation of the Annual Financial Statements is appropriate. | I

On behalf of the Audit and Risk Committee

Ms Hlengiwe Makhathini
Chairperson

25 July 2014
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Chief Financial Officer’s overview

MR WILLIAM NDLOVU The economic conditions remained subdued during the
Chief Financial Officer financial period ended 31 March 2014 resulting in the

Mr Moshabe William Ndlovu is a Chartered
Accountant and served his articles at
PricewaterhouseCoopers. He joined ATNS in
October 2008 as Head of Internal Audit and
formed part of the executive team.

Before joining ATNS, Mr Ndlovu was Group
Manager for Kagiso Media Limited, a
formerly listed company on the JSE
Securities Exchange. He was promoted to
Chief Financial Officer in May 2011 and
occupies this position to date.

Mr Ndlovu is an ATNS Executive Director and
currently serves on the Board of Trustees of
the ATNS Retirement Fund. He previously
served as an Audit Committee Member of
Corporate Governance and Traditional Affairs
(COGTA.

Mr Ndlovu holds a Global Executive
MBA from both Georgetown University
(McDonough School of Business) in the USA,
and Esade Business School in Spain.
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country’s GDP being revised down. Since there is a high
correlation between GDP and air traffic movements, a
downward revision of GDP posed a revenue risk to the
Company. At present 90% of the Company’s revenue is
attributable to air traffic movements.

During the year, air traffic movements were marginally
impacted, with movements falling 2% below budget.
However, revenue grew by 8% to R1,293 billion (2013:
R1,196 billion) as a result of airlines using larger
aircrafts which attract higher tariffs compared to
smaller aircrafts. The operating costs increased by 6%
to R981.0 million (2013: R925.8 million) mainly due to
increased staff costs and a weakening Rand.

The operating profit margin increased slightly from
21% to 24% due to, among others, the impairment on
accounts receivable being significantly lower than that
experienced in the prior year. As a result, the cash flow
margins improved by 2% to 30% from the prior year.
Similarly the Company experienced an increase on the
Return on Assets (ROA] from 16% to 19%. This is
attributable to the continued extraction of value from
the Company assets without jeopardising the safety of
our Users.

On the back of large capital commitments to upgrade
the South African Advanced Air Traffic System (SAAATS)
to Collaborative Advanced Air Traffic System (CAATS),
the Company continued to implement its investment
program by spending R113 million and a further
commitment of R61 million during the period
reported on.

The Company settled its long-term financial obligations during the reporting period. At the time of reporting, ATNS was
finalising the agreement with a local financier for a R650 million debt facility. This will be used mainly to fund the capital
investment programme envisaged in the new permission period from 2015 to 2020.

The Board of Directors applied its collective mind to verify whether or not the Company will be a “going concern” in the
foreseeable future. This was done by assessing ratios which indicate the ability of the Company to honour both its long-term
and short-term financial obligations. Compliance with loan covenants from the financiers was also considered, which
indicated that the Company complied with all the requirements of the loan covenants from its financiers before they were
settled. Based on this, the Board concluded to prepare the financial statement on a going concern referenced in the Directors’
report. This was the final year of the current permission and consultation process for the new permission application started
in earnest as early as November 2013. It is anticipated that the submission for the new permission will be concluded by
November 2014 which will lead to the promulgation of new tariffs in 2015 by the Regulating Committee.

As reported in the past financial period, the Company was in the process of developing a B-BBEE strategy. This was done
and implemented under the reporting period. The Company will be aggressive in ensuring a successful implementation of
this strategy in the coming financial period. The focus as reported previously will be on corporate social responsibility,
enterprise development and preferential procurement.

The Company was successful in extending contracts on the SADC VSAT Il and NAFISAT to continue as a network service
provider for seven years from 2015 to 2022. At the time of reporting, the negotiations were in place to finalise a memorandum

of understanding and service level agreements with member states of these networks.

The plan to grow the non-regulated revenue continued albeit at a slow pace, with this remaining at 10% of the total revenue.
This is due to the alignment and capacity enhancement required to position the Company for growth.

William Ndlovu

25 July 2014
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Certificate by Company Secretary

Report of the Independent Auditor to the Minister of Transport

for Air Traffic and Navigation Services SOC Limited

MR SOLOMON MNGOMEZULU

Company Secretary

In my capacity as Company Secretary, | hereby confirm, in terms of Section 88(2)e, of the Companies Act, (No. 71 of 2008)
that for the year ended 31 March 2014, the Company has lodged with the Registrar of Companies, all such returns as are
required by the public company in terms of this Act; and that such returns are true, correct and up to date.

Solomon Mngomenzulu
Company Secretary
25 July 2014

Mr Mngomezulu is a non-practising attorney.
He has extensive experience in commercial law,
with a focus on corporate and contract law. He
holds a BA LLB from the University of Durban-
Westville and a Diploma in Dispute Resolution
from the Arbitration Foundation of Southern

Africa. He also recently obtained a Diploma
in Company Direction with GIMT, endorsed by
the Institute of Directors. Mr Mngomezulu is a
member of the Institute of Directors of Southern
Africa, and has studied an MBA with the Gordon
Institute of Business Science (GIBS).
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Introduction

We have audited the financial statements of the Air Traffic and Navigation Services SOC limited set out on pages 13 to 59
which comprise the statement of financial position as at 31 March 2014, the statement of comprehensive income, statement
of changes in equity and the statement of cash flows for the year then ended, and the notes, comprising a summary of
significant accounting policies and other explanatory information.

Accounting Authority’s responsibility for the financial statements

The Board of Directors which constitutes the accounting authority is responsible for the preparation and fair presentation
of these financial statements in accordance with International Financial Reporting Standards, the requirements of the Public
Finance Management Act and Companies Act of South Africa, and for such internal control as the Board of Directors
determines is necessary to enable the preparation of financial statements that are free from material misstatement, whether
due to fraud or error.

Auditor’s responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in
accordance with the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) (PAA), the General Notice issued in terms
thereof and International Standards on Auditing. Those standards require that we comply with ethical requirements and
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free from material
misstatement.

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

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

In our opinion, the financial statements present fairly, in all material respects, the financial position of Air Traffic and
Navigation Services SOC Limited as at 31 March 2014, and its financial performance and cash flows for the year then ended
in accordance with International Financial Reporting Standards and the requirements of the Public Finance Management
Act and Companies Act of South Africa.

Other reports required by the Companies Act

As part of our audit of the financial statements for the year ended 31 March 2014, we have read the Auditand Risk Committee’s
Report and the Company Secretary’s Certificate for the purpose of identifying- whether there are material inconsistencies
between these reports and the audited financial statements. These reports are the responsibility of the respective preparers.
Based on reading these reports we have not identified material inconsistencies between these reports and the audit
financial statements. However, we have not audited these reports and accordingly do not express an opinion on these reports.
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REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

In accordance with the PAA and the General Notice issued in terms thereof, we report the following findings relevant to
performance against predetermined objectives, compliance with laws and regulations and internal control, but not for the
purpose of expressing an opinion.

Predetermined objectives

We performed procedures to obtain evidence about the usefulness and reliability of the information in the annual performance
report as set out on pages 87 to 96 of the integrated report.

The reported performance against predetermined objectives was evaluated against the overall criteria of usefulness and
reliability. The usefulness of information in the annual performance report relates to whether it is presented in accordance
with the National Treasury’s annual reporting principles and whether the reported performance is consistent with the
planned objectives. The usefulness of information further relates to whether indicators and targets are measurable (i.e.
well defined, verifiable, specific, measurable and time bound] and relevant as required by the National Treasury Framework
for managing programme performance information.

The reliability of the information in respect of the selected objectives is assessed to determine whether it adequately reflects
the facts (i.e. whether it is valid, accurate and complete).

There were no material findings on the annual performance report concerning the usefulness and reliability of the information.
Additional matter

Although no material findings concerning the usefulness and reliability of the performance information were identified in
the annual performance report, we draw attention to the following matter below.

Achievement of planned targets

Of the total number of planned targets of 39, the Company achieved 28 during the year under review. The remaining 11 (28%)
was not achieved but the Company, on 10 of them, was within 85% of the targets.

Compliance with laws and regulations

We did not identify any instances of material non-compliance with specific matters in key applicable laws and regulations
as set out in the General Notice issued in terms of the PAA.

Internal control

We considered internal control relevant to our audit of the financial statements, annual performance report and compliance
with laws and regulations. We did not identify any deficiencies in internal control which we considered sufficiently significant
for inclusion in this report.

Kosiranabpomtin e

KwinanaEquifin Incorporated
Chartered Accountants (South Africa)
Registered Accountants and Auditors
Pretoria

Per Y Kwinana

Registered Auditor
Chartered Accountant (SA)
Director

25 July 2014
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Statement of Responsibility by the Board of Directors n

The Directors hereby present their report and the audited financial statements for the year ended March 31, 2014.

The Directors are responsible for the preparation, integrity and fair presentation of the financial statements of Air Traffic
and Navigation Services SOC Limited.

The audited financial statements presented on pages 13 to 59 have been prepared in accordance with International Financial
Reporting Standards, the Companies Act, No. 71 of 2008 and the Public Finance Management Act, No. 1 of 1999. The
guidelines of the King Il Report on Corporate Governance 2009 have also been taken into account. These financial statements
have been prepared in accordance with appropriate accounting policies and include amounts based on judgments and
estimates made by management. The Directors have supervised the preparation of information included in the annual report
and are responsible for both its accuracy and consistency.

The Directors considered the cash position of the Company as at March 31, 2014, as well as the cash requirements for at
least twelve months from that date, and incremental borrowings facilities available.

The Directors have every reason to believe that the Company has adequate resources in place to be able to continue in
operation for the foreseeable future.

Therefore the Directors are satisfied that Air Traffic and Navigation Services SOC Limited is a going concern and have
continued to adopt the ‘going concern basis’ in preparing the financial statements.

The external auditors are responsible for independently reviewing and reporting on Air Traffic and Navigation Services SOC
Limited’s audited financial statements. The audited financial statements have been examined by the Company’s external
auditors and their report is presented on pages 7 to 8.

The Internal Audit activities are in accordance with the preapproved Internal Audit Plan. The Internal Audit Plan is reviewed
and approved by the Audit and Risk Committee annually. Internal Audit has executed the Internal Audit Plan during the year
and has provided assurance to the Board of Directors as to the state of the internal controls of the Company. Their assessment
of the internal controls of the Company is included in the Audit and Risk Committee’s Report. The Audit and Risk Committee
has reviewed the effectiveness of the Company’s internal controls and considers the systems appropriate for the effective
operation of the Company.

During the year under review, the Board of Directors retained full and effective control over Air Traffic and Navigation Services
SOC Limited and monitored management in implementing Board plans and strategies.

The Directors are of the opinion, based on the information available to date, that Air Traffic and Navigation Services SOC
Limited's financial statements fairly present the financial position of Air Traffic and Navigation Services SOC Limited and
the results of its operations and cash flow for the year ended March 31, 2014; and that the Code of Corporate Practices has
been adhered to.

Chairman Chief Executive Officer
Johannesburg Johannesburg




Directors’ report

Nature of business

Main business and operations

The Company is principally engaged in the supply of air traffic and navigation services and the maintenance of the air
traffic and navigation infrastructure. Other operations of the Company include the supply of aeronautical information
services, technical and aerodrome services, the aeronautical communication VSAT network and the training of air
traffic control and technical staff for a larger market extending outside of South Africa.

Governance environment

ATNS is a State-owned entity incorporated under the Air Traffic and Navigation Services Company Act of 1993 (Act 45,
1993) as a limited liability company. The Government of South Africa, through the Minister of Transport, is the sole
shareholder. ATNS falls under the governance umbrella created by the Public Finance Management Act (Act 1,1999)
and related regulations and guidelines issued by National Treasury.

In compliance with the requirements of the Public Finance Management Act (PFMA], ATNS concludes an annual
Shareholder’s Compact with the Shareholder Representative. The Shareholder’s Compact contains Shareholder
expectations in the form of predetermined objectives and key performance information, and ensures that the Board
and the Shareholder Representative are aligned in their understanding and acceptance of strategic objectives. Progress
on performance is regularly reviewed by the Board and reported to the Shareholder Representative quarterly.

The Directors are fully committed in conducting business in accordance with generally accepted corporate practices.
Although the Board is accountable to the Minister, and acts in the interests of the Company, its inclusive decision-
making approach accommodates the legitimate interests and expectations of its stakeholders.

The Directors support the notion that good governance is essentially about effective leadership and that sustainability
is a moral and economic imperative in running a business.

Safety regulation

ATNS is regulated by the South African Civil Aviation Authority (SACAA] as mandated under the Aviation Act 74 of 1962
and associated regulations and technical standards. The Company strives to comply with environmental, health and
safety laws in its operations.

Economic regulation

The Air Traffic and Navigation Services Company Act of 1993 (Act 45, 1993), subjects the Company to independent
economic regulation in the form of the Regulating Committee (RC). The RC promulgates tariffs to be levied by ATNS
on clients during a five-year regulatory Permission cycle, based on a single till price-cap regulatory regime. The RC
also prescribes minimum service standards for each Permission period.

ATNS submitted its Permission application in September 2009 and the Economic Regulator issued the Permission for
2010/11 to 2014/15 in March 2010.

ATNS is currently engaged in the Permission application process for 2015/16 to 2019/20. This process will also allow
the Company to conduct a comprehensive and structured engagement with the users to inform the finalisation of the
business plans before submission to the RC. ATNS engages in this process in a spirit of trust and transparency with
all stakeholders to build mutually beneficial relationships.
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10.

Overall performance

The tough economic conditions continued in the reporting period from last year. This resulted in the projected air traffic
movements being 2% lower than the budget. The unpredictability of air traffic movements poses a challenge to search
for other sources of revenue. To that point there is a concerted effort to increase revenue from non-regulated activities
to cover for growth and a potential short-fall on the regulated business revenue.

Despite air traffic movements being lower than our projections, turnover increased by 8% to R1,293 billion (2013:
R1,196 billion) on the back of airlines using larger aircrafts which attract higher tariffs compared to smaller aircrafts.
The operating costs increased by 6% to R981,0 million (2013: R925,8 million) mainly due to increased staff costs and
a weakening Rand.

The total capital expenditure for the year was R113 million (2013: R20,7 million) and a commitment of Ré1 million
(2013: R176.8 million) on communication, navigation, surveillance and air traffic management infrastructure to meet
the future operational requirements.

The solvency and liquidity ratios improved under the reporting period with the current ratio being 6.7: 1 from 4.1: 1in
the previous period. Cash generated from operations increased by 17% to R389 million (2013: R333 million) on the back
of improved efficiencies and cost containment.

However, the risk of default on accounts receivable payment remains high as our customers are still operating under
tough economic conditions. Bank guarantees are obtained from customers to mitigate this risk.

Dividends
No dividends were declared or paid to shareholders during the year (2013: R nil).
Share capital

The sole shareholder of the Company is the Minister of Transport, on behalf of the Government of South Africa, in terms
of section 6(5) of the Air Traffic and Navigation Services Company Act 1993 (Act 45 of 1993). There were no changes in
the authorised or issued share capital of the Company during the year under review.

Capital commitments

Though the Company did not spend as projected on capital expenditure, the current infrastructure remains in good
condition to continue providing safe operations. A project of replacing the current operations system is underway with
the expectation of completion in the latter part of 2015 and to be commissioned in 2016. At present the company is in
a good position to fund the replacement through cash generated from operations and borrowings. At the time of
reporting, an agreement was being finalised with a local financier to raise R650 million for capital investment.

Changes in accounting policies

The accounting policies adopted are consistent with those of the previous financial year except for those noted in the
financial statements.

Adoption of International Financial Reporting Standards (IFRS)
The Company’s financial statements are presented in accordance with the International Financial Reporting Standards,
which is contrary to chapter 28 of the Treasury Regulations, which specifies that the Statements of Generally Accepted

Accounting Practice (SA GAAP) should be used.

This departure was subsequently approved in terms of section 79 of the PFMA by the Accountant General of the National
Treasury and remains in effect until further notice or amendment to the Treasury Regulations.
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11. Key performance indicators

Statement of financial position as at 31 March 2014

2014
R

ASSETS

Key Performance Indicators were agreed with the Minister of Transport as required in terms of the Shareholders
Compact. The achievements of the key performance indicators are on page 8 under Achievement of planned targets.

12. Directors

The Directors of the Company during the year and to the date of this report were as follows:

NON-CURRENT ASSETS

M.D. Mamashela South African Chairman 1 March 2008 Property, plant and equipment 10 _—
D.S.T. Mthiyane South African Chief Executive Officer 1 July 2013 Intangible assets 1 _—
. . . . . Capital work in progress 12
M.W. Ndlovu South African Chief Financial Officer 1 May 2011
H.T. Makhathini South African Non-Executive 1 March 2008
CURRENT ASSETS
F.Z. Msimang South African Non-Executive 1 March 2012 Trade and other receivables 13 _—
F.K.N. Thlakudi South African Non-Executive 1 March 2012 Inventories 15 _—
V.N. Magwentshu South African Non-Executive 1 March 2012 29 August 2013 Lozinz sme reseiiall s e __
T.N. Mgoduso South African Non-Executive 1 March 2012
S.V. Zilwa South African Non-Executive 1 March 2012 Prepayments 14
S.G. Mseleku South African Non-Executive 1 March 2012
TOTAL ASSETS
13. Performance evaluation of the Board
In March 2013 ATNS appointed the IODSA to facilitate its board appraisal, thereby ensuring objectivity and independence. S AL =S __
The Board Evaluation report was made available on 25 April 2013. The findings of the evaluation were considered by EQUITY _—
the Board and were compared to the previous year’s assessment, with appropriate action plans being formulated. Share capital 18 _—
The Board is in the process of finalising another board evaluation by an independent service provider. Retained earnings
Total equity
Refer to page 43 of the Integrated Report for details of the findings of the independent Board evaluation.
14. Directors’ interests in contracts NON-CURRENT LIABILITIES _—
Interest bearing loans and borrowings 19 _—
During the year the Directors of ATNS did not have any personal interests in the contracts entered into by ATNS. Deferred income tax liabilities 20
15. Going concern
The Directors regard the Company as having adequate resources to continue operating for the foreseeable future and, CURRENT LIABILITIES _—
therefore, consider it appropriate to adopt a ‘going concern basis’ in preparing the Company'’s financial statements.
The Directors have satisfied themselves that the Company is in a sound financial position and that it has access to Trade and other payables 21 _—
sufficient borrowing facilities to meet its foreseeable cash requirements. Interest bearing loans and borrowings 19 _—
16. Events after the reporting period Provisions for other liabilities and charges 22
The Directors are not aware of any significant events that occurred after the reporting date that would require adjustments Total liabilities
to or disclosure in the financial statements. Furthermore, management is not aware of any circumstances which exist
that would impede the Company’s ability to continue as a going concern. TOTAL EQUITY AND LIABILITIES

ATNS Financial Report 2014
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Statement of cash flows

2014
R

Statement of comprehensive income

2014

_

I

Revenue 3 - Operating activities

Turnover 3 Cash receipts from customers _—
Other income - net 4 _— Cash paid to suppliers and employees

Depreciation costs 10 _— Cash generated from operations 27

Amortisation on intangible assets " _— Finance revenue 7

Staff costs 5 _— Finance costs 8

Other expenses 6 - Borrowing costs capitalised 8

Operating profit Income tax paid 29

Finance revenue 7

Net cash flows from operating activities

Finance costs 8

Profit before taxation Investing activities

Income tax expense 9 Purchase of property, plant and equipment 28

Profit for the year Proceeds from sale of property, plant, equipment and intangibles 30

Other comprehensive income for the year, net of tax Purchase of intangible assets 1

Total comprehensive income for the year, net of tax Net cash flows from investing activities

Financing activities

Proceeds from borrowings

Statement of changes in equity

R R

Repayment of borrowings

Net cash flows from financing activities

Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of year

Net foreign exchange difference

Balance as at April 01, 2012 190,646,000 996,643,925 1,187,289,925 el F G e e e e i eer 17
Total comprehensive income for the year - 194,804,079 194,804,079
Total changes - 194,804,079 194,804,079
Balance as at April 01, 2013 190,646,000 1,191,448,004 1,382,094,004
Total comprehensive income for the year - 244,262,255 244,262,255
Total changes - 244,262,255 244,262,255
Balance at March 31, 2014 18 190,646,000 1,435,710,259 1,626,356,259
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Accounting policies

1. Corporate information

ATNS is a limited company incorporated in South Africa. The Company’s registration number is 1993/004150/06, and
the address of its registered office and principal place of business is Block C, Eastgate Office Park, South Boulevard
Road, Bruma, 2198, Republic of South Africa. The Company is principally engaged in the supply of air traffic and
navigation services.

The financial statements of the Company for the year ended 31 March 2014 were authorised for issue in accordance
with a resolution of the Board of Directors on 25 July 2014.

1.1.

1.2.

1.3.

Basis of preparation

The financial statements have been prepared on a historical cost basis. The financial statements are presented
in South African Rands, which is the Company’s functional and presentation currency.

Amounts presented in the financial statements were rounded off to the nearest Rand.
Statement of compliance

The financial statements of ATNS have been prepared in accordance with, and comply with, International Financial
Reporting Standards (IFRS) as issued by the International Accounting Standards Board (IASB] and in the manner
required by the Companies Act of South Africa and the PFMA.

Summary of significant accounting policies

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

Foreign currency translation

Aforeign currency transaction is recorded, on initial recognition in South African Rands, by applying to the foreign
currency amount the spot exchange rate between the functional currency and the foreign currency at the date
of the transaction.

Exchange differences arising on the settlement of monetary items or on translating monetary items at rates
different from those at which they were translated on initial recognition during the period or in previous audited
financial statements, are recognised in profit or loss in the period in which they arise.

When a gain or loss on a non-monetary item is recognised to other comprehensive income and accumulated in
equity, any exchange component of that gain or loss is recognised to other comprehensive income and accumulated
in equity. When a gain or loss on a non-monetary item is recognised in profit or loss, any exchange component
of that gain or loss is recognised in profit or loss.

Cash flows arising from transactions in a foreign currency are recorded in South African Rands by applying to
the foreign currency amount the exchange rate between the South African Rand and the foreign currency at the
date of the cash flow.

n ATNS Financial Report 2014

1.4. Property, plant and equipment

Land is not depreciated and is shown at cost less accumulated impairment.

Plant and equipment is stated at cost less accumulated depreciation and impairment. Cost includes all costs
directly attributable to bringing the assets to working condition for their intended use.

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 Company and the
cost of the item can be measured reliably. All other repairs and maintenance are charged to the statement of
comprehensive income during the financial period in which they are incurred.

The cost of an item of property, plant and equipment is recognised as an asset when:
e itis probable that future economic benefits associated with the item will flow to the Company; and
e the cost of the item can be measured reliably.

The initial estimate of the costs of dismantling and removing the item and restoring the site on which it is located
isalsoincluded in the cost of property, plant and equipment, where the entity is obligated to incur such expenditure,
and where the obligation arises as a result of acquiring the asset or using it for purposes other than the production
of inventories.

Major spare parts and stand-by equipment which are expected to be used for more than one period are included
in property, plant and equipment. In addition, spare parts and stand-by equipment which can only be used in
connection with an item of property, plant and equipment are accounted for as property, plant and equipment.

Major inspection costs which are a condition of continuing use of an item of property, plant and equipment and
which meet the recognition criteria above are included as a replacement in the cost of the item of property, plant
and equipment. Any remaining inspection costs from the previous inspection are derecognised.

Depreciation on assets is calculated using the straight-line method to allocate their cost or re-valued amounts
to its residual value over its estimated useful life, as follows:

Item Estimated useful life

ATC display system 12 years
Buildings 50 years
Communication equipment 10 years
Computer equipment 7 years
Electrical and mechanical equipment 10 years
Intangibles 7 years
Leasehold property 6 years
Motor vehicles 5years
Navigation aids 15 years
Office equipment 6 years
Radar equipment 15 years
Simulator equipment 10 years
Tools and test equipment 20 years
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1.5.

1.6.

Depreciation of an asset begins when it is available for use, i.e. when it is in the location and in a condition
necessary for it to be capable of operating in the manner intended by management. Depreciation of an asset
ceases at the earlier of the dates that the asset is classified as held for sale and the date that the asset is
derecognised.

Each part of an item of property, plant and equipment with a cost that is significant in relation to the total cost of
the item is depreciated separately.

Major renovations are depreciated over the remaining useful life of the related asset or to the date of the next
major renovation, whichever is sooner.

Regular major inspections of certain items of property, plant and equipment are a prerequisite for the continuing
use of the equipment. As such these inspection costs are capitalised in the carrying amount of the property, plant
and equipment (to the extent that the recognition criteria are satisfied) as a replacement. These inspection costs
are depreciated over the period remaining before the next compulsory major inspection.

The assets’ residual values, useful lives and methods of depreciation are reviewed, and adjusted if appropriate,
at each balance sheet date.

The Company has made certain estimates in adjusting the carrying amounts of assets, which is resultant from
assessing the present status of the Company’s assets and the expected future benefits and obligations associated
with the assets. The effect of the change in an accounting estimate is recognised prospectively by adjusting the
amount of the periodic consumption of the assets in the current financial year.

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, plant and equipment is derecognised upon disposal or when no future economic benefits
are expected from its use or disposal. Any gain or loss on derecognition of the asset (calculated as the difference
between the net disposal proceeds and the carrying amount of the asset) is included in the statement of
comprehensive income in the year the asset is derecognised.

Capital work in progress
Capital work in progress is measured at cost.

Major property, plant, equipment and intangible assets which are commissioned over a period of time are reflected
as capital work in progress on the statement of financial position. Capital work in progress is transferred to
property, plant, equipment and intangible assets on the formal commissioning date of the asset.

The capitalisation rate used to determine the borrowing cost eligible for capitalisation is disclosed in the notes
to the financial statements under interest bearing loans and borrowings.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which
are assets that necessarily take a substantial period of time to commission, are capitalised as part of the cost of
the respective 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 borrowings pending their expenditure on qualifying assets
is deducted from the borrowing costs eligible for capitalisation.

All other borrowing costs are expensed in the period they occurred. Borrowing costs consist of interest and other
costs that an entity incurs in connection with the borrowing of funds.

m ATNS Financial Report 2014

1.7. Intangible assets

An intangible asset is recognised when:

e it is probable that the expected future economic benefits that are attributable to the asset will flow to the
entity; and

e the cost of the asset can be measured reliably.

Intangible assets are initially recognised at cost.

Expenditure on research (or on the research phase of an internal project) is recognised as an expense when it is
incurred.

An intangible asset arising from development (or from the development phase of an internal project] is recognised

when:

e itis technically feasible to complete the asset so that it will be available for use or sale;

e thereis an intention to complete and use or sell it;

e thereis an ability to use or sell it;

e it will generate probable future economic benefits;

e there are available technical, financial and other resources to complete the development and to use or sell
the asset; and

e the expenditure attributable to the asset during its development can be measured reliably.

Intangible assets are carried at cost less any accumulated amortisation and any impairment losses.
The useful lives of intangible assets are assessed as either finite or indefinite.

An intangible asset is regarded as having an indefinite useful life when, based on all relevant factors, there is no
foreseeable limit to the period over which the asset is expected to generate net cash inflows. Amortisation is not
provided for these intangible assets, but they are tested for impairment annually and whenever there is an
indication that the asset may be impaired. For all other intangible assets amortisation is provided on a straight-
line basis over their useful life.

The amortisation period and the amortisation method for intangible assets are reviewed at each balance sheet
date.

Reassessing the useful life of an intangible asset with a finite useful life after it was classified as indefinite is an
indicator that the asset may be impaired. As a result the asset is tested for impairment and the remaining carrying
amount is amortised over its useful life.

Internally generated brands, mastheads, publishing titles, customer lists and items similar in substance are not
recognised as intangible assets.

Amortisation is provided to write down the intangible assets, on a straight-line basis, to their residual values as
follows:

Computer software

Acquired computer software licenses are capitalised on the basis of the costs incurred to acquire and bring to
use the specific software. These costs are amortised over their estimated useful lives (three to seven years) and
assessed for impairment whenever there is an indication that the intangible asset may be impaired.

Changes in expected useful life or the expected pattern of consumption of the future 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.
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1.8.

1.9.

The amortisation expense on intangible assets with finite lives is recognised in the statement of comprehensive
income in the expense category consistent with the function of the intangible asset.

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

Costs associated with developing computer software programs are capitalised when incurred, however the costs
to maintain are expensed.

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 the statement of comprehensive
income when the asset is derecognised.

Impairment of tangible and intangible assets

The Company assesses at each balance sheet date whether there is any indication that an asset may be impaired.
If any such indication exists, the Company estimates the recoverable amount of the asset.

If there is any indication that an asset may be impaired, the recoverable amount is estimated for the individual
asset. If it is not possible to estimate the recoverable amount of the individual asset, the recoverable amount of
the cash generating unit to which the asset belongs is determined.

The recoverable amount of an asset or a cash generating unit is the higher of its fair value less costs to sell and
its value in use.

If the recoverable amount of an asset is less than its carrying amount, the carrying amount of the asset is reduced
to its recoverable amount. That reduction is an impairment loss.

An impairment loss of assets carried at cost less any accumulated depreciation or amortisation is recognised
immediately in profit or loss.

A reversal of an impairment loss of assets carried at cost less accumulated depreciation or amortisation other
than goodwill is recognised immediately in profit or loss. Any reversal of an impairment loss of a re-valued asset
is treated as a revaluation increase.

Financial instruments
Financial assets

The Company classifies its financial assets in the following categories: loans and receivables, and available-for-
sale assets. The classification depends on the purpose for which the financial assets were acquired. Directors
determine the classification of its financial assets at initial recognition and re-evaluate this designation at each
balance sheet date.

Regular way purchases and sales of financial assets are recognised at trade date, being the date on which the
Company commits to purchase or sell the asset.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted
in an active market. They are included in current assets, except for maturities greater than 12 months after the
balance sheet date. These are classified as non-current assets. Loans and receivables are classified as 'trade
and other receivables’ (excluding prepayments) and ‘cash and cash equivalents’ in current assets and as ‘loans
and receivables’ in non-current assets in the statement of financial position. Loans and receivables are initially
recognised at fair value and subsequently amortised using the effective interest method less any allowance for
impairment.
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Gains and losses arising from derecognition, impairment or the amortisation process are recognised in the
statement of comprehensive income.

Available-for-sale financial assets

Available-for-sale financial assets are non- derivative financial assets that are either designated in this category
or not classified in the above category. They are included in non-current assets unless management intends
disposing of the investment within twelve months of the reporting date. Available-for-sale financial assets are
subsequently carried at fair value. Interest on available-for-sale securities calculated using the effective interest
method is recognised in profit or loss. Changes in the fair value are recognised immediately in other comprehensive
income within other gains / (losses). At balance sheet date no available-for-sale financial assets existed.

Impairment of financial assets

The Company assesses at each balance sheet date whether a financial asset or group of financial assets is
impaired.

Assets carried at amortised cost

If there is objective evidence that an impairment loss on assets carried at amortised cost has been incurred, the
amount of the loss is measured as the difference between the asset’s carrying amount and the present value of
estimated future cash flows (excluding future expected credit losses that have been incurred)] discounted at the
financial asset’s original effective interest rate (i.e. the effective interest rate computed at initial recognition). The
carrying amount of the asset is reduced through the use of an allowance account. The amount of the loss is
recognised in profit or loss.

Reversal of impairment losses on amortised cost financial assets is limited to what the carrying value would have
been at the reversal date, if no impairment losses were recognised in the past.

For trade receivables, an allowance for impairment is recognised when there is objective evidence (such as the
probability of insolvency or significant financial difficulties of the debtor) that the Company will not be able to
collect all of the amounts due under the original terms of invoice. The carrying amount is reduced through use
of an allowance account. Impaired debts are derecognised when they are assessed as uncollectible, and are
written off against either the allowance account or directly through profit or loss if no allowance was recognised
for the impairment.

Available-for-sale financial assets

If an available-for-sale financial asset is impaired, an amount comprising the difference between its cost (net of
principal payments and amortisation) and its current fair value, less any impairment loss previously recognised
in profit or loss, is transferred from equity to profit or loss. Reversals in respect of equity instruments classified
as available-for-sale are not recognised in profit or loss. Reversal of impairment losses on debt instruments are
reversed through profit or loss if the increase in fair value of the instrument can be objectively related to an event
occurring after the impairment loss was recognised in profit or loss.

Cash and cash equivalents

Cash and cash equivalents comprises cash on hand and demand deposits, and other short term highly liquid
investments that are readily convertible to a known amount of cash and are subject to an insignificant risk of
changes in value. These are initially recorded at fair value, and subsequently recorded at amortised cost.

Trade and other payables

Financial liabilities are recognised on the Company’s statement of financial position when the Company becomes
party to the contractual provisions of the instrument.

Trade and other payables are initially recognised at fair value and subsequently amortised using the effective
interest method.
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1.10.

1.12.

Trade and other payables are generally paid 30 days from statement or invoice. Gains or losses are recognised
in the statement of comprehensive income.

Derecognition of financial assets and liabilities

a) Financial assets
Afinancial asset or, where applicable, a part of a financial asset or part of a group of similar financial assets
is derecognised when:
1. the rights to receive cash flows from the asset have expired, or
2. the Company has transferred its rights to receive cash flows from the asset and either,
a) has transferred substantially all the risks and reward of the asset, or
b) has neither transferred nor retained substantially all the risks and rewards of the assets, but has
transferred control of the asset.

When the Company has transferred its rights to receive cash flows from an asset and has neither
transferred nor retained substantially all the risks and rewards of the asset nor transferred control
of the asset, the asset is recognised to the extent of the Company’s continuing involvement in the asset.
Continuing involvement that takes the form of a guarantee over the transferred asset is measured at
the lower of the original carrying amount of the asset and the maximum amount of consideration that
the Company could be required to repay.

b) Financial liabilities
A financial liability is derecognised when the obligation under the liability is discharged, cancelled or has
expired.

When an existing financial liability is replaced by another from the same lender on substantially different
terms, or the terms of an existing liability are substantially modified, such an exchange or modification is
treated as a derecognition of the original liability and the recognition of a new liability, and the difference in
the respective carrying amounts is recognised in profit or loss.

Inventories

Inventories consist of consumables expected to be used within 12 months and are stated at the lower cost or net
realisable value. The cost is calculated using the historical cost.

.Share capital

Ordinary shares are classified as equity. Equity instruments issued by the Company are recorded as the proceeds
received, net of direct issue costs.

Borrowings

Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are subsequently
stated at amortised cost; any difference between the proceeds (net of transaction costs) and the redemption value
is recognised in the statement of comprehensive income over the period of the borrowing, using the effective
interest method.

Borrowings are classified as current liabilities unless the Company has an unconditional right to defer settlement
of the liability for at least 12 months after the reporting date.
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1.13.

1.14.

1.15.

Provisions

Provisions are recognised when:

e the Company has a present obligation as a result of a past event;

e itis probable that an outflow of resources embodying economic benefits will be required to settle the obligation;
and

e areliable estimate can be made of the obligation.

The amount of a provision is the present value of the expenditure expected to be required to settle the obligation.

Where some or all of the expenditure required to settle a provision is expected to be reimbursed by another party,
the reimbursement shall be recognised when, and only when, it is virtually certain that reimbursement will be
received if the entity settles the obligation. The reimbursement is treated as a separate asset. The amount
recognised for the reimbursement does not exceed the amount of the provision.

Provisions are not recognised for future operating losses.

If the Company has a contract that is onerous, the present obligation under the contract is recognised and
measured as a provision.

Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed in note 24.
Retirement benefit costs

The Company operates a defined contribution scheme, the assets of which are held in a separate trustee
administered fund. The defined contribution fund is a pension plan under which the Company pays fixed contributions
into a separate entity. The Company has no legal or constructive obligation to pay further contributions if the fund
does not hold sufficient assets to pay all employees the benefits relating to employee service in the current and
prior periods.

The scheme is funded by contributions from the employees and the Company, taking into account the
recommendations of independent qualified actuaries. The Company’s contributions to the defined contribution
scheme are charged to the statement of comprehensive income in the year to which they relate.

Leases

The determination of whether an arrangement is, or contains a lease, is based on the substance of the arrangement

at inception date or whether the fulfilment of the arrangement is dependent on the use of a specific asset or

assets or the arrangement conveys a right to use the asset. A reassessment is made after inception of the lease

only if one of the following applies:

1. There is a change in contractual terms, other than a renewal or extension of the arrangement.

2. Arenewal option is exercised or extension granted, unless the term of the renewal or extension was initially
included in the lease term.

3. Thereis a change in the determination of whether fulfilment is dependent on a specified asset.

4. There is a substantial change to the asset.

Where a reassessment is made, lease accounting commences or ceases from the date when the change in
circumstances gave rise to the reassessment for scenarios (1), (3) or (4) and at the date of renewal or extension

period for scenario (2).

For arrangements entered into prior to 1 January 2005, the date of inception is deemed to be 1 January 2005 in
accordance with the transitional requirements of IFRIC 4.
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Company as lessee

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and
rewards of ownership to the lessee. All other leases are classified as operating leases.

Finance leases are capitalised at the inception of the lease at the fair value of the leased asset or, if lower, at the
present value of the minimum lease payments. Lease payments are apportioned between the finance charges
and reduction of the leased liability so as to achieve a constant rate of interest on the remaining balance of the
liability. Finance charges related to the finance lease are reflected in the statement of comprehensive income.

Capitalised leased assets are depreciated over the shorter of the estimated useful life of the asset and the lease
term, if there is no reasonable certainty that the Company will obtain ownership by the end of the lease term.

Company as lessor
Leases in which a significant portion of the risk and rewards of ownership are retained by the lessor are classified

as operating leases (net of any incentives received from the lessor] and are charged to the statement of
comprehensive income on a straight line basis over the lease term.

1.16.Revenue Recognition

Revenue is recognised to the extent that it is probable that the economic benefit will flow to the entity and the
revenue can be reliably measured. Revenue is measured at the fair value of the consideration received, excluding
discounts, rebates and VAT or duty. The following specific recognition criteria must also be met before revenue
is recognised:

Rendering of services

Revenue includes en-route, aerodrome and approach fees, small aerodrome services, technical maintenance
services, aeronautical information services, VSAT, NAFISAT and aviation training fees. Services fees are recognised
in the accounting period in which the services are rendered, by reference to the completion of the specific
transaction, assessed on the basis of the actual service provided as a proportion of the total services to be provided.

Finance revenue

Finance revenue is recognised as interest accrues (using the effective interest method). Interest income is included
in finance revenue in the statement of comprehensive income.

1.17.Significant accounting estimates and judgements

The preparation of annual financial statements in conformity with IFRS requires the use of certain critical
accounting estimates. It also requires management to exercise its judgement in the process of applying the
Company’s accounting policies in areas that involve a higher degree of judgement or complexity, or areas where
assumptions and estimates are significant to the annual financial statements. Although these estimates are
based on management’s best knowledge of current events and actions they may undertake in the future, actual
results may differ from these estimates.

Estimates
The key assumptions concerning the future and other key sources of estimation uncertainty at the balance sheet

date, that have a significant risk of causing a material adjustment to the carrying amount of the assets and
liabilities in the next financial year are listed forthwith:
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Provisions

Provisions were raised and management determined an estimate based on the information available as well as
past experience. Additional disclosure of these estimates of provisions is included in the notes to the annual
financial statements under provisions for other liabilities and charges.

Property, plant and equipment and Intangible assets
Management has made certain estimates with regards to the determination of estimated useful lives and residual
values of items of property, plant and equipment and intangible assets.

In estimating the useful lives of the assets, management considered the industry standards, the present status
of the assets and the expected future benefits associated with the continued use of the assets.

Judgements

Impairment of trade receivables

Management has applied judgement in estimating the extent of any impairment deemed necessary on the gross
carrying value of trade receivables and have impaired all accounts in arrears for a period longer than normal
expected trading terms.

Management considered the payment history and the financial ability of the customers when estimating the
impairment of trade receivables.

1.18.Taxes

Current tax assets and liabilities

Current tax for current and prior periods is, to the extent unpaid, recognised as a liability. If the amount already
paid in respect of current and prior periods exceeds the amount due for those periods, the excess is recognised
as an asset.

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, using the tax rates and tax laws that have been enacted or
substantively enacted by the end of the balance sheet date.

Deferred tax assets and liabilities

A deferred tax liability is recognised for all taxable temporary differences, except to the extent that the deferred
tax liability arises from the initial recognition of an asset or liability in a transaction which at the time of the
transaction, affects neither accounting profit nor taxable profit.

A deferred tax asset is recognised for all deductible temporary differences to the extent that it is probable that
taxable profit will be available against which the deductible temporary difference can be utilised. A deferred tax
asset is not recognised when it arises from the initial recognition of an asset or liability in a transaction which at
the time of the transaction affects neither accounting profit nor taxable profit.

A deferred tax asset is recognised for the carry forward of unused tax losses to the extent that it is probable that
future taxable profit will be available against which the unused tax losses can be utilised.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period when

the asset is realised or the liability is settled, based on tax rates and tax laws that have been enacted or substantively
enacted by the end of the balance sheet date.
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Value Added Tax

Revenue, expenses and assets are recognised net of the amount of Value Added Tax (VAT) except:

e where the value added tax incurred on a purchase of assets or services is not recoverable from taxation
authority, in which case the VAT is recognised as part of the cost of acquisition of the asset or as part of the
expense item as applicable; and

e where receivables and payables are stated with the amount of VAT included.

The net amount of VAT recoverable from, or payable to, the taxation authority is included as part of receivables
or payables in the statement of financial position.

1.19.Employee benefits

Short-term employee benefits

The cost of short-term employee benefits, (those payable within 12 months after the service is rendered, such
as paid vacation leave and sick leave, bonuses, retention and non-monetary benefits such as medical care), are
recognised in the period in which the service is rendered and are not discounted. The expected cost of compensated
absences is recognised as an expense as the employees render services that increase their entitlement or, in
the case of non-accumulating absences, when the absence occurs.

1.20.Irregular, fruitless and wasteful expenditure

1.21

Irregular expenditure means expenditure incurred in contravention of, or not in accordance with, a requirement
of any applicable legislation, including the PFMA and/or policies.

Fruitless and wasteful expenditure means expenditure that was made in vain and would have been avoided had
reasonable care been exercised.

All irregular and fruitless and wasteful expenditure is charged against income in the period in which they are
incurred.

.Related party transactions

The Company operates in an economic environment currently dominated by entities directly or indirectly owned
by the South African Government. All national departments of Government- and State-controlled entities are
regarded as related parties in accordance with IAS 24.
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Notes to the audited financial statements

2. New standards and interpretations

2.1.

Standards and interpretations not yet effective or relevant

Standards issued but not yet effective up to the date of issuance of the Company’s financial statements are listed
below. This listing is of standards and interpretations issued, which the Company reasonably expects to be
applicable at a future date. The Company intends to adopt those standards when they become effective.

IFRS 9 Financial instruments

New standard arising from a three-part project to replace IAS 39 Financial Instruments: Recognition and
Measurement:

Phase 1: Classification and measurement (completed)

Phase 2: Impairment methodology (outstanding)

Phase 3: Hedge accounting (completed])

Most of the requirements for financial liabilities were carried forward unchanged from IAS 39. However some
changes were made to the fair value option for the financial liabilities to address the issue of own credit risk.
Entities may voluntarily continue to measure their financial instruments in accordance with IAS 39 but benefit
from the improved accounting for own credit risk in IFRS 9 by early adoption of those aspects of IFRS 9 addressing
the issue of own credit risk separately.

Annual Improvements 2010 - 2012 Cycle: Amendments to the measurement requirements for all contingent
consideration assets and liabilities included under IFRS 9. The effective date of this amendment is for years
beginning on or after 1 January 2018.

The Company expects to adopt the amendment when they become effective.

The adoption of this amendment will not be expected to have a material impact on the results of the Company.

IFRS 13 Fair value measurement

Annual Improvements 2010 - 2012 Cycles: Amendments to clarify the measurement requirements for those
short-term receivables and payables.

Annual Improvements 2011 - 2013 Cycles: Amendments to clarify that the portfolio exception applies to all
contracts within the scope of, and accounted for in accordance with, IAS 39 or IFRS 9.

The effective date of this amendment is for years beginning on or after 1 July 2014.

The Company expects to adopt the amendment for the first time in the 2015 financial statements.

The adoption of this amendment will not be expected to have a material impact on the results of the Company.
IAS 16 Property, plant and equipment

Annual Improvements 2010 - 2011 Cycle Amendments to the Revaluation method-proportionate restatement of
accumulated depreciation.
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The effective date of this amendment is for years beginning on or after 1 July 2014.
The adoption of this amendment will not be expected to have a material impact on the results of the Company.
IAS 19 Employee Benefits

Amendments to the Defined Benefit Plans: Employee contributions whereby the requirements in IAS 19 for
contributions from employees or third parties that are linked to service have been amended.

The effective date of this amendment is for years beginning on or after 1 July 2014.
The adoption of this amendment is not expected to have a material impact on the results of the Company.
IAS 27 Separate financial statements (consequential revision due to the issue of IFRS 10)

Requires companies to account for interest in ‘Investment Entities’ at fair value under IFRS 9, Financial Instruments,
or IAS 39, Financial Instruments: Recognition and Measurement, in the separate financial statements of a parent.

The effective date of this amendment is for years beginning on or after 1 July 2014.

3. Revenue and turnover

En route and approach fees
SADC VSAT 11

NAFISAT revenue

Small aerodrome fees
Training to third parties
Sundry revenue

Technical maintenance
Extended hours

Rental received sites

Aeronautical information services

. S . . SA Weather Services
The Company expects to adopt the amendment for the first time in the 2015 financial statements.

Turnover

The adoption of this amendment will not be expected to have a material impact on the results of the Company. B T,

IAS 38 Intangible Assets Revenue

Annual Improvements 2010 - 2012 Cycle: Amendments to the Revaluation method proportionate restatement

of accumulated depreciation. 4. Other income-net

The effective date of this amendment is for years beginning on or after 1 July 2014.

The Company expects to adopt the amendment for the first time in the 2015 financial statements.
Gain on foreign exchange realised

The adoption of this amendment will not be expected to have a material impact on the results of the Company. Gain on foreign exchange unrealised

IAS 32 Offsetting financial assets and financial liabilities (amendments to IAS 32)

The amendment clarifies the meaning of the entity currently having a legally enforceable right to set off financial
assets and financial liabilities as well as the application of IAS 32 offsetting criteria to settlement systems (such
as clearing houses).

5. Staff costs

Salaries and wages

The effective date of this amendment is for years beginning on or after 1 January 2014.

The Company expects to adopt the amendment for the first time in the 2015 financial statements.
Bonus

The adoption of this amendment will not be expected to have a material impact on the results of the Company. Pension costs - defined contribution scheme

IFRS 3 Business Combinations Training and development

Recruitment costs
Annual Improvements 2010 - 2012 Cycle: Amendments to the measurement requirements for all contingent

consideration assets and liabilities including those accounted for under IFRS 9 Annual Improvements 2011 - 2013
Cycle: Amendments to the scope paragraph for the formation of a joint arrangements.

Relocation costs

The Company expects to adopt the amendment for the first time in the 2015 financial statements.

The adoption of this amendment will not be expected to have a material impact on the results of the Company.
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6. Other expenses 8. Finance costs

Administration expenses Interest on loan liability borrowings

Audit fees Total borrowing costs

External Audit Less: Amount included in capital work in progress

Fees for audit services

Internal audit Interest paid other

Fees for audit services

Fees for other services

Impairment of trade receivables 9. Income tax expense

Major components of income tax expense for the year ended
31 March 2014 and 2013 are:

Insurance

Loss/(Profit) on sale of property, plant and equipment
Management consulting services

Marketing expenses

Motor vehicle expenses

Current income tax
Municipal expenses, rates and taxes

Prior year (over)/under-provision
Operating lease rentals
Current income tax charge

Land and buildings

Straight-lined lease payments
Deferred tax

Rent
Current year
Equipment rental
Prior year (over)/under-provision

Professional fees

Repairs and maintenance expenses
Current year deferred tax movements relates to the following:

Security

Property, plant and equipment
Telecommunication expenses

Prepayments
Travel expenses

Provisions

Operating leases

Impairment of trade receivables allowance

7. Finance revenue

Investment revenue

Reconciliation of the tax expense

The tax on the Company’s profit before tax differs from the
South African standard rate of tax as follows:

Standard rate of tax

SRS E BRI EEposiis (Over)/under-provision Current tax

Interest received - Other (Over)/under-provision Deferred tax asset

Effective rate of tax

Accrued revenue

Interest on debtors
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10. Property, plant and equipment

Land 13,431,800 - 13,431,800 13,431,800 - 13,431,800
Buildings 204,290,645  (45,512,098) 158,778,547  204,115.645  (38,299,507) 165,816,138
Leasehold
-easene 635,671 (109,005) 526,666 - . .
improvements
c icati
OMMUNICENON 308 816,614  (203,715,558) 105,101,056 282,142,467  (181,200,667) 100,941,800
equipment
Electrical and
mechanical 37914368  (30,314,813) 7,599,555 37,031,608  (28,274,574) 8,757,034
equipment
Navigational
a_Z‘;'ga ona 129141728 (67,365071) 61,776,657 128,083,391  (61,958,433) 66,124,958
|
Tools and test

_ 15,024,566  (9.546,586) 5,477,980 19,018,289  (13,187,907) 5,830,382
equipment
ATC displ

'spray 162,696,657 (121,176,733) 41,519,924 161,762,858 (108,090,657) 53,672,201
systems
Simulat
[mutator 18,041,948  (3.701,592) 14,340,356 18,041,948 (1.062.349) 16,979,599
equipment
Radar

\ 583,709,548 (303,527,239) 280,182,309 574395055 (283,566.440) 290,828,615
equipment
Office furniture

_ 26,889,798 (19,128,479) 7,761,319 23,609,465  (16,890,334) 6,719,131
and equipment
Comput
Sl 39.974352  (30,465512)  9.508,840 35,794,612 (25,676,934  10,117.678
equipment
Mot
oror 160,139 (153,276) 6,863 160,139 (143,414) 16,725
vehicles
Total 1,540,727,834 (834,715,962) 706,011,872 1,497,587,277 (758,351,216) 739,236,061
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Reconciliation of property, plant and equipment - 2014 Reconciliation of property, plant and equipment - 2013

Opening Additions Disposals Projects Depreciation Closing Opening Additions Disposals Projects Depreciation Closing
balance capitalised balance balance capitalised balance

Land Land
Leasehold Communication
improvements equipment

Communication Office furniture

equipment and equipment
Office furniture Motor
and equipment vehicles
Motor Electrical and
vehicles mechanical
equipment
Electrical and
mechanical Computer
equipment equipment
Computer Navigational
equipment aids

Navigational Tools and test

aids equipment
Tools and test ATC display
equipment systems
ATC display Simulator
systems equipment
Simulator Radar
equipment equipment
Radar

equipment

Aregister of the Company’s land and buildings is maintained and is available for inspection at the Company’s registered
office.
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11. Intangible assets

2014
R

Cost Accumulated Carrying Cost Accumulated Carrying
amortisation value amortisation value
Computer
software

Opening Additions Projects Amortisation Closing
balance capitalised balance

Reconciliation of intangible assets 2014

Reconciliation of intangible assets 2013
Computer software 63,573,787 86,910 3,699,124 (12,548,600) 54,811,221

12. Capital work in progress

Opening net book value
Additions

Other adjustments

Borrowing cost capitalised
Transferred to intangible assets

Transferred to property, plant and equipment

The balance consists of the following categories of property,
plant, equipment and intangible asset:

Radar equipment

Communication equipment
Navigational aids

Furniture and fittings

Office refurbishment

Leasehold improvement

Electrical and mechanical equipment
Software

ATC display system

Buildings

Tools and Testing

Computer equipment

ATNS Financial Report 2014

13. Trade and other receivables

Financial instruments
Trade receivables

Less: Impairment of trade receivables allowance

Trade receivables - net

Other receivables

The movement in the impairment of trade receivables allowance during the year was as follows:

Balance at 1 April
Impairment loss recognised

Receivables written off during the year

Balance at 31 March

Trade receivables generally have 30 days terms. The Company reserves the right to charge interest on overdue accounts
with effect from the date the indebtedness was incurred. The rate of interest charged is prime rate plus two percentage
points.

The ageing of trade receivables at the reporting date was:

2014 Gross Impaired Not impaired

R R R
Not past due oo e s
Past due by 30 days o masmeds e
Past due by 31 to 60 days o aoesst e A

Past due by more than 60 days

Impaired Not impaired

Not past due
Past due by 30 days
Past due by 31 to 60 days

Past due by more than 60 days
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The Company has no significant concentration of credit risk. It has policies in place to ensure that sales of services are
made to customers with an appropriate credit history. Trade receivables comprise a large number of customers. The
top three customers comprise 52,45% (2013: 55,25%) of trade receivables. On-going credit evaluations are performed
on the financial position of these customers.

In addition, exposure is reduced by deposits of R2,283,296 (2013: R2,123,922) held on behalf of customers, as well as
bank guarantees of R90,007,050 (2013: R83,960,065) from customers in the name of the Company. The deposits are
included in cash and cash equivalents (note 17) as unrestricted cash, with the related liability included in other payables
(note 21). When the customer ceases to trade and settles the outstanding debt, the Company is obliged to return the
deposit to the customer. Should the customer default, the Company may utilise the related deposit in settlement of
the debt.

Provision for impairment allowance for trade and other receivables is recognised when there is objective evidence that
the debt would be impaired.

Pledged as security
None of the instruments included in the trade and other receivables were pledged as security for any financial obligations.
Credit quality

The credit quality of trade and other receivables that are neither past due nor impaired are assessed/monitored by
reference to historical information about counterparty default rates. The credit quality ratings for each of these financial
instruments are as follows:

High credit grade - the counterparty has evidenced no instances of defaults and/or renegotiations of contractual terms
in prior periods. Furthermore, an assessment of the financial position of the Company has not evidenced a weakening
in either the financial position or liquidity of the Company. As such, the counterparties included in the high credit grade
category pose a low credit risk to the Company, with the recoverability of the outstanding amounts being almost certain.

Medium credit grade - the counterparty has evidenced instances of defaults and/or renegotiations of contractual terms
in prior periods on the repayment of outstanding amounts. An assessment of the financial position and liquidity position
of the party has provided evidence of financial difficulties that may impede the recoverability of the outstanding amounts.
The counterparties included in this credit grade category are active in an industry that is highly sensitive to market
fluctuations and volatility in the international economies. As such the counterparties included in the medium credit
grade category pose a medium credit risk to the Company.

Low credit grade - the counterparty has evidenced high occurrences of defaults and/or renegotiations of contractual
terms in prior periods. Furthermore, an assessment of the financial position and liquidity position of the party has
provided evidence of financial difficulties that may impede the recoverability of the outstanding amounts. As such, the
counterparties included in the low credit grade category pose a high credit risk to the Company.

2014 Value of instrument

Trade receivables -

2013 Quality

Trade receivables -

The terms and conditions attached to the instruments included in trade and other receivables have not been renegotiated
during the period.

Value of instrument
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14.

15.

Airlines across the globe continue to feel the impact of the global financial crisis and South Africa is no exception. This
has resulted in defaults and breaches on some of the trade and other receivables during the period under review.
Furthermore, the current market conditions might increase the default risk.

The Company continues to assess its exposure to defaults by assessing the quality of the financial instruments included
in trade and other receivables.

Exposure to credit risk

The instruments included in trade and other receivables expose management to credit risk as follows:

Maximum exposure Value of instrument
posed by the instrument

Trade receivables

Maximum exposure
posed by the instrument

Trade receivables

Fair value

The carrying value of trade and other receivables approximates their fair values. Refer to note 26 for related party
information.
Prepayments

2014
R

Included in prepayments, are rental expense and other operating expenses paid in advance. The Company expects to
receive credits for the related expenditures in the 2014 financial year.

The carrying value of prepayments approximates their fair values.

Inventories

2014
R

Opening balance
Additions

Expensed to repairs and maintenance
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16.

Net realisable value

Assessment of the carrying values of inventories during the year and the prior year did not warrant a write-down of
inventories as the carrying value thereof did not exceed the net realisable value thereof.

Reversals of write-downs
During the year and the prior year there were no write-downs and/or reversals of any write-down of inventories.
Encumbrances

None of the inventories were pledged as security for any loans during the year and the prior year.

Loans and receivables

Risk financing insurance policy
Current assets

Loans and receivables

The policy provides cover for ATNS to limit the excess premiums that are payable on certain insurance risks. The above
financial asset is non-interest-bearing and comprises US Dollar denominated and South African Rand bearing assets,
which are not quoted in an active market. The carrying amount is regarded as a fair approximation of the fair value,
and is accessible within 30 days.

Pledged as security

None of the instruments included in loans and receivables were pledged as security for any financial obligations.
Collateral held

The instruments are unsecured and therefore no collateral is held.

Credit quality

The credit quality of loans and receivables that are neither past due nor impaired is assessed/monitored by reference
to historical information about counterparty default rates. The credit quality ratings of each of these financial instruments
are as follows:

High credit grade - the counterparty has evidenced no instances of defaults. Furthermore, an assessment of the
financial position of the Company has not evidenced a weakening in either the financial position or liquidity of the
Company. As such, the counterparties included in the high credit grade category pose a low credit risk to the Company
with the recoverability of the outstanding amounts being almost certain.

Medium credit grade - the counterparty has evidenced instances of defaults and/or renegotiations of contractual terms
in prior periods on the repayment of outstanding amounts. An assessment of the financial position and liquidity position
of the party has provided evidence of financial difficulties that may impede the recoverability of the outstanding amounts.
The counterparties included in this credit grade category are active in an industry that is highly sensitive to market
fluctuations and volatility in international economies. As such, the counterparties included in the medium credit grade
category pose a medium credit risk to the Company.
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Low credit grade - the counterparty has evidenced high occurrences of defaults and/or renegotiations of contractual
terms in prior periods. Furthermore, an assessment of the financial position and liquidity position of the party has
provided evidence of financial difficulties that may impede the recoverability of outstanding amounts. As such the
counterparties included in the low credit grade category pose a high credit risk to the Company.

=
R

Risk financing insurance policy

2013 Quality Value of instrument
R

The terms and conditions attached to the instruments included in loans and receivables have not been renegotiated
during the period.

Risk financing insurance policy

There were no breaches or defaults on any portion (either capital or instrument] of the loans and receivables during
the year. Also, none of these instruments are either past due or impaired. This further supports management’s
assessment of the credit quality of the financial instruments included in loans and receivables.

Exposure to credit risk

The instruments included in loans and receivables expose management to credit risk as follows:

2014 Maximum exposure Value of instrument
posed by the instrument

Risk financing insurance policy

Maximum exposure
posed by the instrument

Risk financing insurance policy

The Company has not reclassified any financial assets from cost or amortised cost to fair value, or from fair value to
cost or amortised cost during the current or prior year.

. Cash and cash equivalents

Cash and cash equivalents consist of:

Bank balances
Bank balances - US Dollar denominated
Other cash and cash equivalents

Short-term deposits
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Cash and cash equivalents include the following for the purpose of the cash flow statement:

Cash and cash equivalents

Pledged as security
None of the instruments included in cash and cash equivalents were pledged as security for any financial obligations.
Credit quality

The credit quality of cash and cash equivalents is the credit rating of the financial institutions. Cash and cash equivalents
attract interest at variable rates linked to prime.

The credit quality of cash and cash equivalents that are neither past due nor impaired is assessed/monitored by reference
to historical information about counterparty default rates. Furthermore, the credit quality of cash and cash equivalents
is ensured by only contracting with highly reputable financial institutions registered in terms of the Banks Act of South
Africa and endorsed by National Treasury.

High credit grade - the counterparty has evidenced no instances of defaults and/or renegotiations of contractual terms
in prior periods. Furthermore an assessment of the financial position of the Company has not evidenced a weakening
in either the financial position or liquidity of the Company. As such the counterparties included in the high credit grade
category pose a low credit risk to the Company with the recoverability of the outstanding amounts being almost certain.

Medium credit grade - the counterparty has evidenced instances of defaults and/or renegotiations of contractual terms
in prior periods on the repayments of outstanding amounts. An assessment of the financial position and liquidity position
of the party has provided evidence of financial difficulties that may impede the recoverability of the outstanding amounts.
The counterparties included in this credit grade category are active in an industry that is highly sensitive to marked
fluctuations and volatility in the international economies. As such the counterparties included in the medium credit
grade category pose a medium credit risk to the Company.

Low credit grade - the counterparty has evidenced high occurrences of defaults and/or renegotiations of contractual
terms in prior periods. Furthermore an assessment of the financial position and liquidity position of the party has
provided evidence of financial difficulties that may impede the recoverability of the outstanding amounts. As such the
counterparties included in the low credit grade category pose a high credit risk to the Company.

2014 Quality Value of instrument
R

Cash and cash equivalents

Cash and cash equivalents

The terms and conditions attached to the instruments included in cash and cash equivalents have not been renegotiated
during the year.

There were no breaches or defaults on any portion (either capital or interest] of the cash and cash equivalents during

the year. Also, none of these instruments are either past due or impaired. This further supports management’s
assessment of the credit quality of the financial instruments included in cash and cash equivalents.
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Exposure to credit risk

The instruments included in cash and cash equivalents expose management to credit risk as follows:

2014 Maximum exposure Value of instrument
posed by the instrument
R

Cash and cash equivalents

Maximum exposure
posed by the instrument
R

Cash and cash equivalents

Fair value
The carrying value of cash and cash equivalents approximates their fair values.
Restrictions to the use of cash

No restrictions have been imposed on the Company with regards to the extent to which bank and cash balances of the
Company may be used.

18. Share capital

2014
R

Authorised

500 million ordinary shares with a par value of R1 each

Issued and fully paid:
190,646,000 ordinary shares with a par value of R1 each

At the end of the year
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19. Interest bearing loans and borrowings

Loan liability - Standard Bank
Loan liability - Wesbank

Non-current liabilities

Loan liability - Wesbank

Current liabilities

Loan liability - Nedbank
Loan liability - Standard Bank
Loan liability - Wesbank

There were no interest bearing loans and borrowing at the reporting date, however, ATNS is currently in negotiations with
potential funders to raise capital for future capital expenditure to the value of R650 million.

Nedbank Loan Liability

The Nedbank loan liability only related to the VSAT and NAFISAT communication equipment which was fully paid in the
period ending 31 October 2013. This liability was unsecured.

Certain covenants existed with respect to this loan liability. These required that:

e No further encumbrances over the Company’s assets can be created (without written consent of the lender);

e No loans or guarantees can be granted or assumed (without written consent of the lender];

e The Company does not dispose, whether by one or more transactions or series of transactions, the whole or substantially
the whole of its undertaking or any of its assets, without the prior consent of Nedbank;

e The Company ensure that all of its assets, whether immovable, movable, corporeal or incorporeal are adequately insured
for their full replacement value with reputable insurance companies to the reasonable satisfaction of Nedbank.

The above conditions were complied with.

The Nedbank loan liability beared interest at variable rates, linked to the three month JIBAR rate, on the date of last instalment
the rate was 5,62% (2013: 5,56%).

Standard Bank Loan Liability

The Standard Bank loan liability for radar and navigational aids was fully paid on the 25 March 2014. The liability beared
interest at a variable rate of Prime Deals: 5,47% and JIBAR Deals: 6.4% (2013: Prime Deals: 6,15% and JIBAR Deals: 6,31%).
The Company’s obligations under this loan liability was secured by the radar equipment, navigational aids and communication
equipment.

Certain covenants existed with respect to this loan liability. These required that:

e The Company ensure that the ratio of interest bearing debt to shareholder’s funds of the customer shall not exceed 60%.

e The Company ensure that the Financial Charges Cover Ratio to be no less than 2 times.

e The Company may not undergo a material deterioration in its financial position which could affect its ability to comply
with its obligations under the loan.

The above conditions have been complied with.
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Wesbank Loan Liability

The Wesbank loan liability for radar and navigational aids was fully settled on the 29 March 2014, instalments were payable
bi-annually over a 5-year loan period until date of settlement. This liability beared interest at a variable rate of 6,9%
(2013: 6,40%).

Certain covenants existed with respect to this loan liability. These required that:

e The Company ensure that the ratio of interest bearing debt to shareholder’s funds of the Customer shall not exceed 60%.

e The Company ensure that the Financial Charges Cover Ratio to be no less than 2 times.

e The Company may not undergo a material deterioration in its financial position which could affect its ability to comply
with its obligations under the loan.

The above conditions have been complied with.
Banking Facilities

The Company has the following banking facilities available at year-end:

2014 2013

Multi option - Nedbank _—
The maturity of the loan liability can be analysed as follows: _—
Minimum loan payments _—
Not later than 1 month _—
Later than 1 month and not later than 3 months _—

Later than 3 months and not later than 1 year

Not later than 1 year

Later than 1 year and not later than 5 years

Future finance charges on loan liability

Not later than 1 month

Later than 1 month and not later than 3 months
Later than 3 months and not later than 1 year

Later than 1 year and not later than 5 years

Present value of loan liability

Not later than 1 month

Later than 1 month and not later than 3 months
Later than 3 months and not later than 1 year

Later than 1 year and not later than 5 years

The present values of the loan liabilities approximates their fair values.
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20. Deferred income tax liabilities

21.

A deferred tax liability is recognised for all taxable temporary differences, except to the extent that the deferred tax
liability arises from the initial recognition of an asset or liability in a transaction, which, at the time of the transaction,
affects neither accounting profit nor taxable profit.

The movement on the deferred income tax account is as follows:

At beginning of the year

Recognised in statement of comprehensive income

Deferred income tax liability relates to the following:
Property, plant and equipment

Provisions

Impairment of trade receivables allowance

Operating leases

Prepayments

Trade and other payables

Financial instruments

Trade payables

Accrued expenses

Other payables

Non financial instruments

VAT payable

All trade and other payables are due within 30 days.

The terms and conditions attached to the instruments included in trade and other payables have not been renegotiated
during the period.

There were no breaches or defaults on any portion (either capital or interest] of the trade and other payables during
the year.

Refer to note 26 for related party information.
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22. Provisions for other liabilities and charges

Reconciliation of provisions for other liabilities and charges 2014

Opening balance Additions Utilised during Closing balance
the year

External audit fees
Leave pay
Performance bonus

Other

Reconciliation of provisions for other liabilities and charges 2013

Opening balance Additions Utilised during Closing balance
the year

External audit fees
Leave pay
Performance bonus

Other

Uncertainties and assumptions

Leave pay

The leave pay provision is raised on the unutilised leave days owing to employees at balance sheet date.
Performance bonus

The performance bonus provision is calculated based on the performance of the Company as well as the individual
performance ratings for the financial year ended 31 March 2014.

Other

Includes provision for workmen’s compensation, estimates on capital expenditure, provision for management fees and
provision for printing.
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23.

24.

25.

Commitments

2014
R R

Capital commitments

Capital expenditure contracted for at the reporting date but not yet
incurred is as follows:

Property, plant and equipment

2014
R

The future minimum lease payments for buildings, copiers and
motor vehicles under operating leases are as follows:

Not later than 1 year

Later than 1 year and not later than 5 years

The Company has entered into commercial leases on certain motor vehicles, buildings and items of office equipment.
These leases have an average life of between three and five years. With the exception of leases relating to copiers,
there are no renewal options included in the contracts. There are no restrictions placed on the Company by entering
into these contracts.

Contingencies

Contingent liabilities

The Company has a guarantee that it would pay to the suppliers an amount of R3,049,916 (2013: R2,792,306) and
cessions and other matters arising in the ordinary course of business. It is not anticipated that any liabilities will arise
from these contingent liabilities.

The Company has a matter which is currently under legal proceedings. At the reporting date, it was not possible to
perform a reliable estimate of the contingent exposure.

Retirement benefit information

Substantially all employees are members of the ATNS retirement fund. The fund is a defined contribution fund and is
governed by the Pension Funds Act of 1956, which requires an actuarial valuation to be carried out every three years.

The ATNS retirement fund was established on 1 April 1994, with potential liability for pension benefits vested with the
State. The fund has been exempted from valuation, with effect from 10 April 2012 and will from that date be subjected
to quarterly assessments.
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26.

The latest actuarial assessment of the ATNS retirement fund was at 31 January 2013. At that time, the ATNS retirement
fund was certified by the reporting actuaries to be in a sound financial position. The Company contributions to the ATNS
retirement fund amounted to R49,081,865 (2013: R44,453,462).

The Company does not provide any post-retirement benefits to employees and has no exposure to any post-retirement
benefit obligations.

Related party disclosure

The sole shareholder of ATNS is the Minister of Transport on behalf of the South African Government in terms of section
6(5) of the Air Traffic and Navigation Services Company Act 1993. ATNS is a Schedule 2 public entity in terms of the
Public Finance Management Act and therefore falls within the national sphere of Government.

The related parties of ATNS consist mainly of Government departments, State-owned enterprises, and other public
entities in the national sphere of Government, as well as Directors and key management personnel. The list of public
entities and the respective subsidiaries in the national sphere of Government is provided by the National Treasury.

Unless otherwise disclosed, all transactions with the below related parties are concluded on an arm’s-length basis.
Furthermore, no expense has been recognised in the current period for the impairment of trade receivables in respect
of the amounts owed by related parties.

Related party transactions
2014
R

Sales of services

- Airports Company of South Africa

- North West Province

- South African Civil Aviation Authority
- South African Air Force

- South African Airways

- South African Express Airways

- Tulca (Pty) Ltd Mango Airlines

- Other

Purchases of goods and services

- Airports Company of South Africa

- Eskom

- South African Civil Aviation Authority
- South African Revenue Services

- Telkom

- Other
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These transactions are carried out on commercial terms and conditions.

Year end balances arising from related party activity

Receivables from related parties

- Airports Company of South Africa
- South African Airways

- South African Express Airways

- Tulca (Pty) Ltd Mango Airlines

- Other

Payables to related parties

- Airports Company of South Africa
- South African Revenue Services

- Telkom

- Other

The amounts outstanding are unsecured and will be settled in cash. No guarantees have been given or received.

All the companies listed above report to the various ministerial departments of the Government and hence, are
considered related parties.

27. Cash generated from operations

Profit before taxation

Adjustments for:

Depreciation and amortisation

Loss/(profit) on sale of property, plant and equipment
Finance revenue

Finance costs

Movements in provisions and other noncash items
Net foreign exchange difference

Changes in working capital:

Inventories

Trade and other receivables

Trade and other payables
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28. Cash flows from investing activities

Property, plant and equipment

Capital work in progress

29. Tax paid

_ 2014 “

Balance at beginning of the year

Current tax for the year recognised in profit or loss

Balance at end of the year

30. Proceeds on disposal of property plant and equipment

2014
R

Proceeds on sale of property, plant and equipment
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31. Directors, emoluments and prescribed officers

All Non-Executive Directors are South African.

The service contracts for the Executive Directors are for a term of five years. The notice period for the Chief Executive
Officer is six months. The service contract for the Non-Executive Directors is for a period of three years, subject to
annual retirement at the annual general meeting. Compensation for Non-Executive Directors is in accordance with the
State-owned enterprise guidelines. The contract of the Chief Executive Officer also deals with compensation if the
Chief Executive Officer is dismissed or if there is material change in the role, responsibilities or remuneration.

The executive management team is eligible for an annual performance-related bonus payment linked to appropriate
business sector targets. The structure of the bonus plan and award is recommended by the Human Resources Committee
in accordance with the bonus scheme rules. The performance-related bonus is limited to 40% for the Executive Manager’s
individual cost to Company. There were no post-employment benefits, share-based payments, or other long-term
benefits paid in the current financial year.

Executive

- e ) s

v e e e e e

DST Mthiyane
MW Ndlovu
PC Marais

S Mngomezulu
HJ Marais

TV Ndou

DH Sangweni
JRL Lehutso'
M Lecoge?

L Takalani®

R Subramany*

(Terminated: 01 August 2013)

?(Terminated: 06 September 2013)

*(Acting Executive: Engineering and Technical Services)
“(Acting Executive: HC appointed 28 August 2013)
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Non-Executive

Directors’ Other Directors’ Other

benefits and benefits and
allowances allowances

MD Mamashela
FKN Tlhakudi
SV Zilwa

FZ Msimang
GS Mseleku

HT Makhathini
VN Magwentshu'
TN Mgoduso

'(Resigned: 29 August 2013)

The following employees have been classified as prescribed officers and accordingly, information relative to their
remuneration is herewith disclosed.

Prescribed officers

I =) N i ]

A Wadee

S Nkabinde

G Cullen

J Smit

H Reid

J Manyakoana
J Moholola

D Watts

C Gersbach
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32. Financial risk management, objectives and policies

Categories of financial instruments and maturity analysis:

Loans and receivables

Risk financing Loans and
insurance receivables 1,165,237 2,330,474 10,487,131 - -
policy
Trade and other receivables
B 16,105,439 32,210,878 144,948,956 . .
receivables receivables
Cash and cash equivalents
Bank L d
o oansan 66,952,658  133.905316 602,573,922 : :
balances receivables
Other financial liabilities
Trade and other payables
Trade payable Financial
liabiliti t
abies @ 1,937,134 3,874,268 17,434,205 - -
amortised
cost
Accrued Financial
liabiliti t
S abilities a 2,281,116 4,562,232 6,843,348 - _
amortised
cost
Other Financial
payables liabilities at
. 472,156 944,312 4,249,407 - -
amortised
cost
4,690,406 9,380,812 28,526,960 - -

ATNS Financial Report 2014



2013 figures in Rand

Financial assets Categories Due not later Due later
than 1 month | than 1 month
and not later
than 3 months

Other Financial assets

Risk financing Loans and
insurance receivables
policy

Trade and other receivables

Trade and other Loans and
receivables receivables

Cash and cash equivalents

Bank Loans and
balances receivables

Other financial liabilities

Interest-bearing Financial

loan - Nedbank liabilities at
amortised
cost

Interest-bearing Financial

loan - Standard liabilities at
Bank amortised
cost

Interest-bearing Financial

loan - Wesbank liabilities at
amortised
cost

Trade and other payables

Trade payable Financial
liabilities at
amortised
cost

Accrued Financial

expenses liabilities at
amortised
cost

Other Financial

payables liabilities at
amortised
cost
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Due later than | Due later than

3 months and
not later than
1year

1 year and
not later than
5 years

Due later than
5 years and
not later than
10 years

Financial risk factors

The Company’s activities expose it to a variety of financial risks: market risk (including foreign exchange risk and interest
rate risk), credit risk and liquidity risk. The Company’s overall risk management programme focuses on the unpredictability
of financial markets and seeks to minimise potential adverse effects on the Company’s financial performance. Where
applicable, the Company uses financial instruments to hedge certain risk exposures.

Market risk - foreign exchange risk

The Company transacts internationally and is exposed to foreign exchange risk arising from various currency exposures,
primarily with respect to the US Dollar (USD), Australian Dollar (AUS$), Great British Pound (GBP) and the Euro (EUR’s).
Foreign exchange risk arises from future commercial transactions, recognised assets and liabilities. The Company manages
its exposure to foreign exchange risk by ensuring that the net uncovered foreign currency position is minimised and by using
derivative instruments to hedge certain exposures where applicable.

Cash and cash equivalents

2013

Risk financing insurance policy
Trade and other receivables
Cash and cash equivalents

Trade and other payables

Sensitivity analysis

A 10% strengthening in the Rand against the above currencies at 31 March 2014 would have decreased profit before tax by
the amounts shown below. This analysis assumes that all other variables, in particular interest rates, remain constant. The
analysis was performed on the same basis for 31 March 2013.

A 10% weakening in the Rand against the above currencies at 31 March 2014 would have had an equal but opposite effect
to the amounts shown below, on the basis that all other variables remain constant.

Profit or loss 2014 2013
R R

Other
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Market risk - Interest rate risk

The Company’s income and operating cash flows are substantially independent of changes in market interest rates. The
Company’s cash flow interest rate risk arises from long-term borrowings, cash and cash equivalents and finance lease
liabilities. The Company is not exposed to fair value interest rate risk as the Company does not have any fixed interest bearing
financial instruments carried at fair value. The Company manages its exposure to cash flow interest rate risk by ensuring
that cash flows from operations are sufficient to cover the variable interest cash flows and by using derivative instruments
to hedge certain exposures.

At the reporting date the interest rate profile of the Company’s interest bearing financial instruments was as follows:

Variable rate instruments - linked to Prime

Cash and cash equivalents 803,431,896 701,913,527
Trade and other receivables 189,681,453 153,297,102
Long term borrowings - (95,822,905)
Trade and other payables (57,514,128) (63,316,929)
Total interest rate exposure 935,599,221 696,070,795

Variable rate instruments linked to JIBAR

Total interest rate exposure - (23,156,218)

Sensitivity analysis

Anincrease of 100 basis points in the JIBAR and Prime interest rate at the reporting date would have increased / (decreased)
profit before tax by the amounts shown below. This analysis assumes that all other variables remain constant.

Increase of 100 basis points in Prime rate 6,960,708

Decrease of 100 basis points in Prime rate (6,990,708)
Increase of 100 basis points in JIBAR rate (231,562)
Decrease of 100 basis points in JIBAR rate 231,562
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Credit risk
Credit risk arises from loans and receivables, trade and other receivables and cash and cash equivalents.

The Company has no significant concentration of credit risk. It has policies in place to ensure that sales of services are made
to customers with an appropriate credit history. Trade receivables comprise a number of customers. The top three customers
comprise approximately 52,45% of the core revenue. On-going credit evaluations are performed on the financial position of
these customers.

In addition, exposure is reduced by deposits and bank guarantees held on behalf of customers. It is the policy of the Company
to renegotiate credit terms with long-standing customers who have a good credit history with the Company. These customers
are monitored on an on-going basis to ensure that the customer remains within the renegotiated terms.

Derivative counterparties and cash transactions are limited to high credit quality financial institutions. The Company has
policies that limit the amount of credit exposure to any one financial institution. Credit risk in respect of the risk financing
insurance policy is managed by ensuring that financial assets are ring-fenced in a cell captive and are managed by a reputable
asset manager according to approved guidelines.

The maximum exposure to credit risk is represented by the carrying amount of each financial asset in the statement of
financial position (net of impairment losses where relevant).

Capital risk management

The Company’s objective when managing capital (equity and assets) is to safeguard the Company’s ability to continue as a
going concern and to maintain an optimal capital structure to reduce the cost of capital in order to provide returns for
shareholders.

In order to maintain or adjust this capital structure, the Company may draw down on available banking facilities, sell assets
to reduce debt or obtain long-term funding from stakeholders.

The Company monitors capital on the basis of a gearing ratio. The gearing ratio is calculated as total debt divided by total
capital. Total debt is calculated as non-current borrowings plus current borrowings. Total capital is calculated as total equity
shown in the statement of financial position. The gearing ratio for the current financial year is 0% (2013: 8%). The Company
has a gearing threshold of 45%.

There were no changes to the Company’s approach to capital management during the year.
33. Events after the reporting period
Management is not aware of any significant events that occurred after the reporting date that would require adjustments

to or disclosure in the financial statements. Furthermore, management is not aware of any circumstances which exist that
would impede the Company’s ability to continue as a going concern.

Report 2014 E



Company Directory
ATNS HEAD OFFICE

Postal address
Private bag X15
Kempton Park
1620

Street address

Block C, Eastgate Office Park
South Boulevard Road
Bruma

2198

Gauteng

Republic of South Africa

Contact details

Tel: +27 11 607-1000

Fax: +27 11 607-1570
Website: www.atns.com
Email: marketing(@atns.co.za

SOUTHERN REGION

Postal Address
Private bag X17

Cape Town International Airport

7525

Air Traffic Management
Tel: +27 21 937-1122
Fax: +27 21 934-5530

Technical services
Tel: +27 21 937-1153
Fax: +27 21 937-1181
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NORTHERN REGION

Postal address

Johannesburg International Airport
Private bag X1

Bonaero Park

1622

Air Traffic Management
Tel: +27 11 928-6439
Fax: +27 11 395-1045

Technical services
Tel: +27 11 928-6469
Fax: +27 11 395-1049

AVIATION TRAINING ACADEMY

Postal address
Private bag X1
Bonaero Park
1622

Contact details
Tel: +27 11 570-0400
Fax: +2711 395-3347

BANKERS

Nedbank
Contact: Charles Barnes
Tel: +27 11 295-7486 (PA)

Street address
135 Rivonia Road
Sandton

0128

Auditors

KwinanaEquifin

Block A, Alenti Office Park
457 Witherite Street

The Willows Ext 82
Pretoria

0184

Contact details
Tel: 086 199 1620 (Pretoria)
+27 11 315-6108 (Midrand)







