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MTN Nigeria Communications Limited
Consolidated and separate financial statements for the year ended 31 December 2018

Directors' report

The directors present their report on the affairs of MTN Nigeria Communications Limited and its subsidiaries (the Group),
together with the financial statements and independent auditor's report for the year ended 31 December 2018,

Principal Activities of the Group

MTN Nigeria Communications Limited (the Company) was incorporated on 8 November, 2000 as a private limited liability
company under the Companies and Allied Matters Act 1990 as amended. It was granted a licence by the Nigerian
Communications Commission on 9 February 2001 to undertake the business of building and operating GSM Cellular Network
Systems and other related services nation-wide in Nigeria. The Company commenced operations on 8 August 2001
{commercial launch date). Currently, the Company heolds a Unified Access Service License (UASL).

The address of the Company's registered office is 4, Aromire Road, Off Alfred Rewane, Ikoyi Lagos,

The Group's subsidiaries are XS Broadband Limited, Visafone Communications Limited and Yello Digital Financial Services
Limited.

Their principal activities are the provision of broadband fixed wireless access service, high gquality telecommunication services
and mobile financial services in Nigeria.

During the year, the Group established a new subsidiary, Yello Digital Financial Services Limited. This subsidiary is wholly
owned by MTN Nigeria but is yet to commence operations. In addition, an application was made to the Central Bank of Nigeria
(CBN) for a Payment Service Bank license. We are still expecting the approval from CBN. The Payment Service Bank is to
provide mebile financial services upon incorporation.

Business Review

The Group recorded revenue of N1.038 trillion (December 2017 : N887.18 billion) and a profit after tax of N145.69 billion
{December 2017: profit after tax of N81.07 billion) for the year.

Operating Results and Dividends

The following is a summary of the Group's operating results:

2018 2017
Restated *

N 00 N '000
Revenue 1,039,117,810 887,180,480
Operating profit 266,113,777 195,928,747
Profit before tax 221,342,648 107,889,668
Income tax expense (75,656,747) (26,819,447}

145,685,901 81,070,221

The Board of Directors approved interim dividends for the year ended 31 December 2018 (31 December 2017 ; N50 billion) as
follows:

. 6th March 2018 N38.6 billion
. 11th February 2018 N73 billion
Regulatory Matters

On 20 October 2015, the Nigerian Communications Commission (NCC) imposed a fine relating to the timing of the
disconnection of 5.1 million MTN Nigeria subscribers. An agreement was reached between the NCC and MTN Nigeria on 10
June 2016 in the sum of N330 billion as full and final settlement of the fine to be paid in seven (7} instalments.

A sum of N110 billion in three (3) installments was paid between 2016 and 2017. During the year another N110 billion was paid
in two (2} installments.
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Directors' report

Directors and their interests

The directors who served during the year and their indirect interests in the Group's. equity were as follows:

2018 2017
% %

Mr. P. Dozie - (Chairman) 1.7 17
Mr. G. Oyebode 0.9 0.9
Col. M. Sani Bello 1.3 1.3
Mr. B. Folawiyo 1.1 11
Chief V. Odili 4.0 4.0
Malfam A, Dasuki 0.8 0.8
Mr P. Norman* Nil Nil
Mr. R. Gasant * Nil Nil
Mr F. Moolman* Nil Nil
Mr. K. Toriola Nil Nil
Mr. R. Shuter* Nil Nil
Mr. R. Mupita™ Nil Nit
Mr. J. Schulte-Bockum** Nil Nil
Dr. E. Ndukwe {Appointed 1 June 2018) Nil Nil
* South African
** (German

In accordance with Section 277 of the Companies and Allied Matters Act of Nigeria, Cap G20 LFN 2004, certain directors
declared their interest in confracts with the Group.

Property, plant and equipment

Information relating to changes in Property, Plant and Equipment is given in Note 16 to the consolidated and separate financial
statements.

Taxation

Company Income Tax, Education Tax and National Information Technology Development Fund Levy due in the prior years
have been duly settled in line with the provisions of relevant tax laws.

An aggregate tax expense of N75.66 billion (December 2017 : N26.82 billion) has been recognised in the consolidated
statement of profit or loss covering the period January to December 2018,

Notional reversal difference payment to CEN

In December 2018, MTN Nigeria signed a Resolution Agreement with the Central Bank of Nigeria to pay N19.2 billion to resolve
the issues around the certificates of capital importation (CCl) relating to the 2008 private placement transaction. The payment
was concluded in January, 2019. See disclosure in note 46.

Charitable Gifts

There was an accrual of N1.45 billion made in the year for donations to MTN Foundation Limited by Guarantee {December
2017. N827million), The Foundation, a duly registered charitable entity separate and distinct from the Group has three main
areas of focus, namely; Education, Economic Empowerment and Health.

The Group made no donations to other charitable organisations during the year {December 2017: Nil).

Employment of Disabled Persons

The Group has a policy of fair consideration of job applications by disabled persons having regard to their abilities and aptitude.

The Group's policy prohibits discrimination of disabled persons in the recruitment, training and career development of its
employees. As at the end of the reporting period, the Group had six {6) disabled persons in employment.
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Employee Consultation and Training

The Group has a vibrant platform called "Employee Council” through which it engages with its employees on a regular basis
and also leverages all communication channels to keep employees informed on business performance.

MTN Nigeria is committed to employee development as a key value proposition through its investment in learning and
development opportunities to drive personal development and achievement of business targets. This is achieved by identifying
skills gaps and sourcing learning interventions to address them. There are also opportunities for professional development and
the pursuit of post graduate studies for eligible employees.

Health, Safety and Welfare at Work

The Group places a high premium on the health, safety and welfare of its employees in their place of work.

Auditors

The Nigerian Code of Corporate Governance (NCCG) 2018 provides that audit firms may be retained for no longer than ten

years continuously. The external auditors Messrs PricewaterhouseCoopers having served for more than ten years are not
eligible for reappointment at the AGM.

By Order of the Board
L D
Lagos, Nigeria Uto Ukpanah
Company Secretary
11 March, 2019 FRC/2014/NBA/00000005748




MTN Nigeria Communications Limited
Consclidated and separate financial statements for the year ended 31 December 2018

Statement of directors’ responsibilities

The Companies and Allied Matters Act of Nigeria, Cap C20 LFN 2004 requires the directors fo prepare censolidated and
separate financial statements for each financial year that give a true and fair view of the state of the financial affairs of the
Group at the end of the year and its profit or loss. The responsibilities include ensuring that the Group:

{a) keeps proper accounting records that disclose, with reasonable accuracy, the financial position of the Group and
comply with the requirements of the Companies and Allied Matters Act of Nigeria, Cap C20 LFN 2004.

{b) establishes adequate internal controls to safeguard its assets and to prevent and detect fraud and other irregularities;
and

{c} prepares its consolidated and separate financial statemenis using suitable accounting policies supported by

reasonable and prudent judgements and estimates, which are consistently applied.

The directors accept responsibility for the annual consolidated and separate financial statements, which have been prepared
using appropriate accounting policies supported by reasonable and prudent judgements and estimates, in conformity with
International Financial Reporting Standards and the requirements of the Companies and Allied Matters Act of Nigeria, Cap C20
LFN 2004.

The directors further accept responsibility for the maintenance of accounting records that may be relied upon in the preparation
of consolidated and separate financial statements, as well as adequate systems of internal financial control,

Nothing has come to the attention of the directors to indicate that the Group will not remain a going concern for at least twelve
months from the date of this statement.

/ %(f&vﬂe 0 —

Mr. Pascal Dozie Mr. Ferdinand Moclman
Chairman of the Board of Dir ctors Chief Executive Officer
FRC/201 3/CIBN/OG00DD02852 FRC/2016/10DN/00000015147
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Independent auditor’s report
To the Members of MTN Nigeria Communications Limited

Report on the audit of the consolidated and separate financial statements

Our opinion

In our opinion, the consolidated and separate financial statements give a true and fair view of the consolidated
and separate financial position of MTN Nigeria Communications Limited (“the company”) and its subsidiaries
(together “the group”) as at 31 December 2018, and of their consolidated and separate financial performance and
their consolidated and separate cash flows for the year then ended in accordance with International Financial
Reporting Standards and the requirements of the Companies and Allied Matters Act and the Financial Reporting
Council of Nigeria Act. ‘

What we have audited

MTN Nigeria Communications Limited’s consolidated and separate financial statements comprise:

o the consolidated and separate statements of financial position as at 31 December 2018;

o the consolidated and separate statements of profit or loss for the year then ended;

o the consolidated and separate statements of other comprehensive income for the year then ended;
o the consolidated and separate statements of changes in equity for the year then ended;

e the consolidated and separate statements of cash flows for the year then ended; and

¢ the notes to the consolidated and separate financial statements, which include a summary of significant
accounting policies.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities
under those standards are further described in the Auditor’s responsibilities for the audit of the consolidated
and separate financial statements section of our report.

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

Independence

We are independent of the Group in accordance with the International Ethics Standards Board for Accountants’
Code of Ethics for Professional Accountants (JESBA Code). We have fulfilled our other ethical responsibilities in
accordance with the IESBA Code.

Other information

The directors are responsible for the other information. The other information comprises the Directors’ report,
Statement of directors’ responsibilities, Value added statements and Five-year financial summaries, but does
not include the consolidated and separate financial statements and our auditor’s report thereon.

Our opinion on the consolidated and separate financial statements does not cover the other information and we
do not express an audit opinion or any form of assurance conclusion thereon.

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

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

Responsibilities of the directors and those charged with govefﬁance_ f(; the consolidated
and separate financial statements

The directors are responsible for the preparation of the consolidated and separate financial statements that give
a true and fair view in accordance with International Financial Reporting Standards and the requirements of
the Companies and Allied Matters Act, the Financial Reporting Council of Nigeria Act, and for such internal
control as the directors determine is necessary to enable the preparation of consolidated and separate financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated and separate financial statements, the directors are responsible for assessing the
Group’s ability to continue as a going concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless the directors either intend to liquidate the Group or to cease
operations, or have no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group’s financial reporting process.

Auditor:_s_responsibilities for the audit of the consolidated and separate financial statements

Our objectives are to obtain reasonable assurance about whether the consolidated and separate financial
statements as a whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with ISAs will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of
these consolidated and separate financial statements.

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

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

¢ Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the Group’s internal control.

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

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

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

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

We communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control that
we identify during our audit.

Report on other legal and regulatory requirements

The Companies and Allied Matters Act requires that in carrying out our audit we consider and report to you on
the following matters. We confirm that:

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

ii) the company has kept proper books of account, so far as appears from our examination of those books and
returns adequate for our audit have been received from branches not visited by us;

iii) the company’s statement of financial position, statement of profit or loss and statement of other
comprehensive income are in agreement with the books of account.

INSTITUTE OF CHARTERED
ACCOUNTANTS OF NIGERIA®

" cewaterhouseCoopers 19 March 2019
Chartered Accountants
Lagos, Nigeria

Engagement Partner: Samuel Abu
FRC/2013/ICAN/00000001495



MTN Nigeria Communications Limited

Consolidated and separate financial statements for the year ended 31 December 2018

Statement of profit or loss

Group Company
2018 2017 2018 2017
Restated * Restated *
Note(s) N '000 N '000 N 'C00 N '000
Revenue 8 1,038,117,810 887,180,480 1,037,067,731 885,807,704
Other income g 2,225,066 - 2,225,068 -
Direct network operating costs 14 {305,5619,088) (268,358,987) (305,244,680} (268,589,287)
Value added services (16,643,563) (28,228,747} (16,627,876) {28,193,641)
Blackberry licence fees - 239,542 - 239,542
Cost of handsets and other accessories (6,191,729) (7,214,379) (6,176,000} (7,182432)
Interconnect costs (95,630,222) (84,194,261) (95,617,279) (84,159211)
Roaming costs (4,173,205)  {2,724,654)  (4,182,265) (2,712,740
Transmission costs {5,508,549) {5,685,104) (5,508,549) (6,036,436)
Discounts and commissions (51,287,375) (45,770,358) (51,287,375) (45,770,358)
Advertiserments, sponsorships and sales promotions (16,274,390) (15,567,368) (16,274,390} (15,605,812)
Impairment reversal/ {fosses) on contracts with 8,757,923 {5,595,982) 8,962,844 (5,585,882)
customers
Employee costs 12 (27,152,445) (22,683,483) (27,152,445) (22,683,483)
{Impairment)/reversal of impairment of property, plant (758,928) 718,535 (758,926) 718,535
and equipment
Writeback of impairment of assets held for sale 20 6,996 - 6,996 -
Depreciation 16 (141,162,479) (123,817,806) (141,162,479) (123,817,908)
Amortisation of intangible assets 17 (26,700,181) (26,648,659) (21,346,862) (21,295,339)
Notional reversal difference payment to CBN 46 (19,192,309) - (19,192,309) -
Other operating expenses 13 (67,799,557) (55,721,922) (66,777,223) (55,758,618)
Operating profit 266,113,777 195,928,747 270,954,079 199,364,526
Finance income 10 22,568,339 43,503,203 21,910,265 43,503,188
Finance cosis " (67,339,468) (131,542,282) (67,338,468) (131,542,057)
Profit before taxation 221,342,648 107,889,668 225,524,876 111,325,657
Taxation 15 (75,656,747) (26,819,447) (76,894,322) (27,813,601}
Profit for the year 145,685,901 81,070,221 148,630,554 83,512,056
Earnings per share
Per share information
Earnings per share - basic/diluted (N} 40 397.87 199.15 365.10 205.14

The accounting policies on pages 15 to 25 and the notes on pages 26 to 92 form an integral part of the consolidated and

separate financial statements,

* See Note 5
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Statement of other comprehensive income

Group Company
2018 2017 2018 2017
Restated * Restated *
Note(s}) N '000 N ‘000 N '00C N '000
Profit for the year 145,685,801 81,070,221 148,630,554 83,512,056
Other comprehensive income:
ftems that may be reclassified to profit or loss:
Net fair value {loss)/gain on financial assets held at (490,575) 170,923 (490,575) 170,923
FVOCI
Other comprehensive income for the year net of (490,575) 170,923 {490,575) 170,923
taxation
Total comprehensive income 145,195,326 81,241,144 148,139,979 83,682,979

Total comprehensive income attributable to:
Owners of the parent 145,195,326 81,241,144 148,139,979 83,682,979

145,195,326 81,241,144 148,139,979 83,682,879

Financial assets classified as financial asset at fair value through other comprehensive income are Federal Government
treasury bills investments which are exempted from company income tax.

The accounting policies on pages 15 1o 25 and the notes on pages 26 to 92 form an integral part of the consolidated and
separate financial statements.

* See Note 5
10



MTN Nigeria Communications Limited
Consolidated and separate financial statements for the year ended 31 December 2018

Statement of financial position as at 31 December 2018

Group Company
2018 2017 1 January 2017 2018 2017 1 January 2017
Restated * Restated * Restaled * Restated *
Note(s) N ‘000 N 000 N'000 N'000 N'000 N '000
Assets
Non-current assets
Property, plant and equipment 16 607,023,544 582,438,965 494,670,217 606,962,868 582,378,208 494,609,541
Intangible assets 17 119,368,123 128,602,009 141,488,118 77,107,651 80,958,218 88,870,605
Investments in subsidiares 18 - - - 43,828,000 43,778,000 43,778,000
Gontract acquisition costs 31 3,766,048 3,411,568 4,314,693 3,766,048 3.411,568 4,314,693
Prepayments 22 15,726,985 13,683,216 18,449,756 158,726,985 13,683,216 | 18,440,758
Derivatives i@ - 55,673 - - 55,673 -
745,884,700 728,191,351 658,922,782 747,391,552 724,294,883 650,022,595
Current assels
Inventories 21 1,538,766 5,729,869 9,160,431 1,545,498 5,736,633 9,167,159
Trade and other receivables 22 38,617,124 33,425,336 39,550,140 38,485,299 32,620,975 38,817,158
Cuzrent investments 23 65,468,259 71,078,485 151,437,457 65,468,259 71,078,495 151,437,457
Restricted cash 24 37,218,023 41,617,634 17,260,604 37,169,023 41,617,634 17,260,604
Cash and cash equivalents 25 53,011,748 89,564,964 146,369,033 52,806,185 89,046,974 146,046,049
195,864,920 241,416,328 363,777,665 196,474,252 240,100,711 362,728,427
Non-current assets held for sale and 20 - 174 7,229 - 174 7.229
assels of disposal groups
Tetal assets 941,738,620 969,607,853 1,022,707 ,676 942,865,804 964,395,768  1,012,758,251
Equity and liabilities
Equity
Share capital 26 646,510 646,510 646,510 646,510 646,510 640,510
Share premium 27 64,498 466 64,498,466 64,458 465 64,498,466 64,498,466 64,496,465
Other reserves 6,069 496,644 325,721 6,069 496,644 325,721
Retained profit 154,201,270 47,210,298 16,140.077 167,579,860 57,644,235 24,132,179
219,352,315 112,851,918 81,610,774 232,730,905 123,285,855 89,602,876
Liabilities
Non-current liabilities
Barrowings 28 31,438,349 135,544,915 189,783,327 31,438,348 135,544,915 189,783,327
Derivatives 19 14,152 “ - 14,152 - -
Deferred tax 34 109,266,049 87.176.559 94,082,642 100,191,396 76,592,596 81,088,337
Provisions 33 65,834 70,048 210,196 65,934 70,048 210,186
Share based payment liability 44 654,791 655,565 657,448 654,791 655,565 657,448
Regulatery fine liaklity 30 - 91,656,623 168,060,851 “ 91,656,623 168,080,851

141,439,245 315,103,710 452,794,464 132,364,622 304,519,747 440,701,159

Current liabilities

Trade and olher payables 28 213,715,209 245,991,213 255,567,870 211,055,001 241,516,678 249,862,721
Bomrowings 28 143,876,589 119,820,228 100,054,289 143,875,889 119,820,228 100,054,289
Contract fiabilities 32 42,738,547 35,532,093 38,345,203 42,684,874 35,488,217 38,309,068
Current tax payable 37 34,131,436 25,996,641 52,806,752 53,667,534 25,451,993 52,598,814
Provisions 33 21,359,196 13,192,908 12,526,264 21,359,166 13,192,909 12,526,264
Regulatory fine liability 30 105,127,783 104,119,141 28,002,060 105,127,783 101,118,141 29,002,060

580,248,060 541,662,225 488,302,438 577,770,277 536,580,166 482,454,216
Total liabilities 722,387,305 856,755,935 941,096,902 710,134,899 841,108,913 923,155,375
Total equity and liahilities 941,739,620 969,607,853  1,022,707,676 942,865,804 964,395,768  1,012,758,251

The consolidated and separate financial statements ware approved by the bogtd of directers on the 11 March, 2019 and were signed on its behalf by:

o v — cgmptedi

Pascal Dozie T Ferdinand Moolman Adekunle AWghodu
Chairman of the Board of Dirdctors Chief Executive Officer Chief Financial Officer
FRCI2013/CIBN/00000002852 FRC/2016/IODNIGI000015147 FRC/Z016/ICANIDOCD0015524

The accounting policies on pages 15 fo 25 and the notes on pages 26 to 92 form an integral part of the consolidated and separate financial
statements.

* See Note 5
11
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MTN Nigeria Communications Limited
Consolidated and separate financial statements for the year ended 31 December 2018

Statement of cash flows

Group Company
2018 2017 2018 2017
Restated * Restated *
Note(s} N 000 N '000 N'000 N '000
Cash flows from operating activities
Cash generated from operations 38 437,488,621 284,970,885 438,106,608 284,598,195
Interest income 19,604,317 10,969,388 18,946,243 10,969,373
Finance costs (42,024,438) (47,233,628) (42,024,438) {47,233,403)
Bividends (38,612,581) (50,000,000) (38,612,581} (50,000,000)
Share based payment (774) (1,883) {774} (1.883)
Regulatory fine paid (110,000,000} (30,000,000) (110,000,000} (30,000,000)
Tax paid (21,607,434} (58,876,805) (21,254,921) (58,698,327)
Net cash generated from operating activities 244,847,711 109,827,957 245,160,138 109,632,955
Cash flows from investing activities
Purchase of praperty, plant and equipment (201,195,215) (193,015,248} (201,195,215} (193,015,247}
Proceeds from sale of property, plant and equipment 652,516 544,027 652,516 544,027
Purchase of contract acquisition costs 31 {2,830,395) (1,674,739} (2,830,385) (1,674,739)
Purchase of other intangible assets (10,119,300) (10,318,689) (10,119,300) (10,319,689)
Proceeds from sale of assets held for sale - 7,055 - 7,055
Movement in restricted cash 4,398,611  (24,357,030) 4,448,611  {24,3567,030)
Movement in investment in subsidiaries - - {50,000) -
Disposal off {investment) in bonds, treasury bills and 5,484,257 117,347,886 5,484,257 117,347,881
foreign deposits
Net cash used in investing activities (203,609,526) (111,467,738) (203,609,526} {111,467,742)
Cash flows from financing activities
Proceeds from borrowings 138,339,156 50,516,108 136,339,156 50,516,108
Repayment of borrowings (216,275,998) (106,889,704) (216,275,998) (106,889,704)
Net cash used in financing activities {79,936,842) (56,373,596) (79,936,842) (56,373,596)
Total cash movement for the year (38,698,657) (58,013,377} (38,386,230} (58,208,383)
Cash at the beginning of the year 80,564,064 146,369,033 89,046,974 146,046,049
Effect of exchange rate movement on cash balances 2,145,441 1,208,308 2,145,441 1,208,308
Total cash at end of the year 25 53,011,748 89,564,964 52,806,185 89,046,974

The accounting policies on pages 15 to 25 and the notes on pages 26 to 92 form an integral part of the consolidated and

separate financial statements.

* See Note 5
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MTN Nigeria Communications Limited
Consolidated and separate financial statements for the year ended 31 December 2018

Notes to the consolidated and separate financial statements

1 General information

MTN Nigeria Communications Limited (the Company) was incorporated on 8 November, 2000 as a private limited liability
company under the Companies and Allied Matters Act of Nigeria, Cap C20 LFN 2004. The Company was granted a licence by
the Nigerian Communications Commission on @ February 2001 to undertake the business of building and operating GSM
Cellular Network Systems and other related services nation-wide in Nigeria. The Company commenced operations on 8
August 2001 (commercial launch date}. Currently, the company holds a Unified Access Service License (UASL) in addition to a
2GHz Spectrum and Digital Terrestrial TV Broadcasting license which was obtained on 12 August 2015, in addition to others as
shown in note 17.

MTN Nigeria Communications Limited's subsidiaries are XS Broadband Limited and Visafone Communications Limited. Their
principal activities are the provision of broadband fixed wireless access service and high quality telecommunication service
respectively.

During the year, the Group established a new subsidiary, Yello Digital Financial Services Limited. The subsidiary is wholly
owned by MTN Nigeria butis yet to commence operations. The Company was set up to provide mobile financial services.

The Group's holding company is MTN International (Mauritius) Limited, a company incorporated in the Republic of Mauritius
and its ultimate holding company is MTN Group Limited, a company incorporated in South Africa.

The address of the Company's registered office is 4, Aromire road, Off Alfred Rewane Road, {koyi Lagos.
2  Basis of preparation

The consolidated and separate financial statements have been prepared in accordance with International Financial Reporting
Standards (IFRS) as issued by the International Accounting Standards Board (IASB), interpretations issued by the IFRS
Interpretations Commitiee (IFRS IC) applicable to companies reporting under IFRS and with the requirements of the
Companies and Allied Matters Act of Nigeria, Cap C20 LFN 2004,

The Group has adopted all new accounting pronouncements that became effective in the current reporting period, none of
which had a material impact on the Group or the Company except for those standards stated innote 5.

‘The consolidated and separate financial statements have been prepared under the historical cost basis except for derivatives
measured at fair value and debt instruments measured at fair value through profit or loss.

Amounts are rounded to the nearest thousand, except where stated otherwise.
3  Going concern

The Group's and Company's forecasts and projections, taking account of reasonable possible changes in trading performance,
show that the Group and Company should be able to aperate within their current funding levels.

The directors have a reasonable expectation that the Group and Company have adequate resources to continue in operational
existence for the foreseeable future. The Group therefore continues to adopt the going concern basis in preparing the
consolidated and separate financial statements.

4  Significant accounting policies

The significant accounting policies applied in the preparation of these consolidated and separate financial statements are set
out below and in the related notes to the consolidated and separate financial statements. The policies applied are consistent
with those adopted in the prior year unless otherwise stated.

4.1 Consolidation

The consolidated financial statements include the financial statements of the Group and its subsidiaries, XS Broadband
Limited, Visafone Communications Limited and Yello Digital Financial Services Limited companies incorporated in Nigeria. The
subsidiaries are whelly owned and controlled by the Group. Control exists when the Group is exposed, or has rights, to variable
returns from its involvement with the subsidiaries and has the ability to affect those returns through its power over the
subsidiaries. The subsidiaries are fully consclidated from the date on which control is ¢btained and deconsolidated from the
date that control ceases, Intercompany fransactions, balances, income and expenses, and profits and losses are eliminated.
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MTN Nigeria Communications Limited
Consolidated and separate financial statements for the year ended 31 Decamber 2018

Notes to the consolidated and separate financial statements

4.1 Consolidation {continued)

The acquisition method is used to account for the acquisition of subsidiaries by the Group. The consideration transferred is
measured at the fair value of the assets given, equity instruments issued and liabilities incurred or assumed at the date of
acquisition. Acquisition-related costs are recognised in profit or loss. Identifiable assets acquired and liabilities assumed in a
business combination are measured initially at their fair vaives at the acquisition date, irrespective of the extent of any non-
controlling interests.

4.2 [nvestments in subsidiaries
The company accounts for investments in subsidiaries at cost less aceumulated impairment losses,

Accounting policies of the subsidiaries have been changed where necessary to align them with the policies adopted by the
Group.

4.3 Foreign currency translation
4.3.1 Functional and presentation currency

ltems included in the consolidated and separate financial statements are measured using the currency of the primary economic
environment in which the entity operates (‘the functional currency’). The consolidated and separate financial statements are
presented in Naira, which s also the functional currency of the Company.

4.3.2 Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates at the dates of the
transactions. Monetary assets and liabilities denominated in foreign currencies are translated at the rates of exchange ruling at
the reporting date. Foreign exchange gains and losses resulting from the seftlement of such fransactions and from the
translation at the reporting date exchange rates of monetary assets and liabilities denominated in foreign currencies are
recognised in profit or loss.

4.4 Intangible assets
4.4.1Licences

Licences have a finite useful life and are carried at cost less accumulated amortisation and impairment losses, Amottisation is
caloulated using the straight-line method to allocate the cost of licences over their useful lives,

4.4.2 Computer software

Computer software licences are capitalised on the basis of the costs incurred to acquire and bring the specific software into
use. These costs are amortised using the straight-line method over their estimated useful life {three years) and carried at cost
less accumulated amortisation and impairment losses.

Costs assoclated with maintaining computer software programs are recognised as an expense as incurred.
4.4.3 Goodwill

Goodwill is measured as the excess of the sum of the consideration transferred, the amount of any non-controlling interests in
the acquiree, and the fair value of the acquirer's previously held equity interest in the acquiree (if any) over the net of the
acquisition date fair values of the identifiable assets acquired and liabilities assumed. If, after reassessment, the net of the
acquisition date fair values of the identifiable assets acquired and liabilities assumed exceeds the sum of the consideration
transferred, the amount of any non-controlling interests in the acquiree and the fair value of the acquirers previously held
interest in the acquiree (if any), such excess is recognised immediately in profit or loss as a bargain purchase.

Any changes resulting from additional and new information about events and circumstances that existed at the acquisition date
and, if known, would have affected the measurement of the amount recognised at that date, are considered to be
measurement period adjustments. The Group retrospectively adjusts the amounts recognised for measurement period
adjustments. The measurement period ends when the acauirer receives all the information that they were seeking about the
facts and circumstances that existed at the acqguisition date or learns that information cannot be obtained. The measurement
period shall, however, not exceed one year from the acquisition date. To the extent that changes in the fair value relate to post-
acquisition events, these changes are recognised in accordance with the IFRS applicable to the specific asset or liability,
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MTN Nigeria Communications Limited
Consolidated and separate financial statements for the year ended 31 December 2018

Notes to the consolidated and separate financial statements

4.5 Inventories

Inventories comprises cellular telephones, accessories, starter packs and prepaid cards and are measured at the lower of cost
and net realisable value. The cost of inventory is determined using the weighted average method and includes directly
attributable costs such as custom duties, freight and handling costs. Net realisable value represents the estimated selling price
in the ordinary course of business, less applicable variable selling expenses. Where appropriate, provision is made for
obsclete, slow moving and defective invantory.

4.6 Property, plant and equipment

Property, plant and equipment are measured at historical cost less accumulated depreciation and accumulated impairment
josses.

Historical cost includes expenditure that is directly attributable to the acquisition of the asset.
Purchased software that is integral to the functionality of the related equipment is capitalised as part of the equipment.

Included in property, plant and equipment is the estimated amount required for the decommissioning, dismantling and
restoration of leased sites, where there is a legal obligation to restore such sites to thelir original condition,

Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as appropriate, only when it
is probable that future economic benefits associated with the item will flow to the Group and the costs can be measured
reliably. The carrying amount of the replaced part s derecognised. Repairs and maintenance are charged to the profit or loss
during the period in which they are incurred.

When parts of an item of property, plant and equipment have different useful lives, they are accounted far as separate items
{major components) of property, plant and equipment.

Property, plant and equipment under construction is measured at initial cost and depreciated over its useful life from the date
the asset is available for use in the manner intended by management, The cost of construction recognised includes the cost
of materials and direct labour, any other costs directly attributable to bringing the assels to a working condition for their
intended use, the costs of dismantling and removing the items and restoring the site on which they are located, and borrowing
costs on qualifying assets, Assets are transferred from capital work in progress to an appropriate category of property, plant
and equipment when commissiened and ready for intended use.

The Group capitalises borrowing costs directly attributable to the acquisition, construction or production of a qualifying asset as
part of the cost of that asset. A qualifying asset is deemed to be an asset which takes more than 12 months to acquire,
construct or produce. Borrowing costs include general and specific borrowings directly attributable to the acquisition,
construction or production of qualifying assets. Other borrowing costs are expensed in profit or loss.

Impairment

An impairment Joss is recognised in profit or loss if the carrying amount of an asset or its cash-generating unit exceeds its
estimated recoverahle amount. The recoverable amount of an asset or cash-generating unit is the greater of its value in use
and its fair value less costs fo sell. In assessing value in use, the estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current market assessments of the time value of money and the risks specific to
the asset,

For the purpose of impairment testing, assets are grouped together into the smallest group of assets that generate cash inflows
from continuing use that are largely independent of the cash inflows of other assets or groups of assets (the cash-generating
unit}.

Impairment [osses recognised in respect of cash-generating units are allocated first to reduce the carrying amount of any
goodwilf allocated to the units and then to reduce the carrying amounts of the other assets in the unit (group of units) on a pro
rata basis.

When an impairment loss subsequently reverses, the carrying amount of the asset (or cash-generating unit} is increased to the
revised estimate of its recoverable amount, but limited to the carrying amount that would have been determined had no
impairment loss been recognised for the asset (or cash-generating unit) in prior years. A reversal of an impairment loss is
recognised immediately in profit or loss.

Property, plant and equipment acquired in exchange for non-monetary assets are measured at the fair value unless the
exchange transaction lacks commercial substance or the fair value of the assets cannot be reliably measured. Assets received
In the exchange transaction that are not measured at fair value are measured at the carrying value of the asset given up.
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MTN Nigeria Communications Limited
Consolidated and separate financial statements for the year ended 31 December 2018

Notes to the consolidated and separate financial statements

4.6 Property, plant and equipment {continued)

A transaction has commercial substance if the difference in either of the points below is significant relative to the fair value of
the assets exchanged:

(a) the configuration (risk, timing and amount) of the cash flows of the asset received differs from the configuration of the
cash flows of the asset transferred; or

(b} the entity-specific value of the part of the operations affected by the transaction changes as a result of the exchange.

In instances whereby the Group receives assets for no consideration (free of charge), the Group accounts for these at cost in
accordance with IAS 16 Property, Plant and Equipment, being zero value.

Where assets are received free of charge relating to settlement arising from business interruption, the assets are recognised at
their fair value.

Rebates\asset vouchers received from suppliers are applied against future purchases o reduce the amount payable to the
respective supplier and the cost of the asset.

Depreciation of property, plant and equipment is recognised to write off the cost of the asset to its residual value, on a straight
line basis, aver its expected useful life as follows:

Buildings 10-15 years
Leasehold improvements 10-15 years
Network infrastructure 2-15 years
Information systems, furniture and office equipment 2-4 years
Motor vehicles . 5 years

Land is not depreciated.
Capital work In prograss is not depreciated but tested for impairment every reporting period.

The depreciation method and the assets' residual values and useful lives are reviewed, and adjusted if appropriate, at each
reporting date.

The gain or loss arising on the disposal or retirement of an asset is determined as the difference between the proceeds from
the disposal and the carrying amount of the asset, and is included in profit or loss,

4.7 Borrowings

Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are subsequently carried at
amortised cost; any difference between the proceeds (net of transaction costs) and the redemption value is recognised in profit
or loss over the period of the borrowings using the effective interest method,

Fees paid on the establishment of loan facilifies are recognised as transaction costs to the extent that it is probable that seme
or all of the facility will be drawn down.

4.8 Leases
4.8.1Finance [ease

A lease is classified as a finance lease if it ransfers substantially all the risks and rewards of ownership to the lessee. All other
leases are classified as operating leases. Assets held under finance leases are capitalised at the lower of the fair value of the
leased asset and the estimated present value of the minimum lease payments at the inception of the lease. The corresponding
liability to the lessor, net of finance charges, is included in the statement of financial position under other non-currenficurrent
lfabilities.

Assets held under finance leases are depreciated over their expected useful lives on the same basis as owned assels or,
where shorter, the expected term of the lease.
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MTN Nigeria Communications Limited
Consolidated and separate financial statements for the year ended 31 December 2018

Notes to the consolidated and separate financial statements

4.8 Leases (continued)
4.8.2 Operating lease

Leases, where a significant portion of the risks and rewards of ownership are retained by the lessor, are classified as operafing
leases. Rentals payable under operating leases are charged to profit or loss on a straight-line basis over the term of the
relevant lease.

Sub-lease income is recognised in profit or loss on a straight-line basis over the term of the lease. In all significant operating
lease arrangements in place during the year, the Group acted as the lessee.

Sale and leaseback

In sale and leaseback transactions that result in operating leases, where it is clear that the transaction is priced at fair value,
any profit or loss is recognised on the effective date of the sale transaction. If the sale price is below fair valus, any profit or
loss is recognised on the effective date of the sale transaction except that, if a loss is compensated for by future lease
payments at below market price, it is deferred and amertised in proportion fo the lease payments over the period during which
the asset is expected to be used. If the sale price is above fair value, the excess over fair value is deferred and amortised over
the period for which the asset is expected to be used.

4.9 Employee benefits
4.9.1 Short-term employee benefits

Remuneration to employees in respect of services rendered during a reporling year is recognised on an undiscounted basis as
an expense in that reporting period. A [fability is recognised for accumulated leave and for other short-term benefits when there
is no realistic alternative other than to settle the liability, and at least one of the following conditions is met:
. there is & formal plan and the amounts to be paid are determined before the time of issuing the financial statement;
or
*  achievement of previously agreed bonus criteria has created a valid expectation by employees that they will receive
a bonus and the amount can be determined before the time of issuing the financial statements.

4.9.2S8hare-based payment

The Group operates a cash settled share-based compensation plan, The fair value of the employes option over the vesting
period Is recognised as an expense with a corresponding increase in liabilities. The total amount to be expensed over the
vesting period is determined by reference to the fair value of the options granted and the impact of the expense, if any, is
recognised in the income statement. Unexercised options lapse 10 years from the date of grant and are forfeited if the
employee leaves the Group before they vest,

4.9.3 Post employment benefits

The Group's end of service benefits scheme has been in existence since 1 February 2004 as a defined contribution scheme
governed by the Scheme’s Trust Deeds and Rules.

All full time employees contribute 8% of basic, housing and transport allowance while the Group contributes 10% of the
guaranteed pay in fine with the Pension Reform Act 2014 guidelines. Guaranteed pay is total annual salary excluding bonus,
overtime, commission and shift allowance.

4,10 Provisions

Pravisions are recognised when there is a present legal or constructive obligation as a result of a past event for which it is more
likely than not that an outflow of resources will be required to settle the cbligation and a reliable estimate can be made of the
amount of the abligation. A provision to pay a levy is not recognised until the obligating event specified in the legislation ocours,
even if there is no realistic opportunity to avoid the obligation. Provisions are not recognised for future operafing losses.
Provisions are measured at the present value of the expected outflow of resources required to settle the obligation using a pre-
tax rate that reflects current market assessments of the time value of money and the risks specific to the obligation. The
increase in the provision due to the passage of time is recognised as a finance cost.

Pecommissioning provision relates to the estimate of the costs of dismantiing and removing items of property, plant and
equipment and restoring the item and site on which the items are located to their original condition. The Group only recognises
these decommissioning costs for the proportion of its overall number of sites for which it expects decommissioning to take
place. The expected percentage has been based on actual experience in the respective operations.
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MTN Nigeria Communications Limited
Consolidated and separate financial statements for the year ended 31 December 20148

Notes to the consolidated and separate financial statements

4.11 Current and deferred income tax

Income tax charge is the sum of current and deferred tax. Income taxes are recognised in profit or loss unless they relate to
items that are recorded in Other Comprehensive Income (OCI) in which case the tax is recorded in OCL. The Group determines
the tax due based on expected amount payable and on an individual tax position basis.

Current income tax

Current tax is the expected tax payable (companies income tax and education tax) on the taxable income for the year
determined in accordance with the provisions of the Companies Income Tax Act and Education Tax Act using the tax rate
enacted or substantively enacted as at the reporting date.

Deferred income tax

Deferred tax is recognised using the fability method, providing for temporary differences arising between the tax base of assets
and liabilities and their carrying amount in the financial statements. Deferred tax liabilittes are recognised for ali taxable
temporary differences except;

a. the initial recognition of goodwill; or

b. the initial recognition of an asset or liability in a transaction which:
i. is not a business combination; and
ii. at the time of the transaction, affects neither accounting profit nor taxable profit (tax loss)

Deferred tax is measured at the statutory tax rate enacted or substantively enacted at the reporting date and are expected to
apply to temporary differences when they reverse.

Deferred tax asset is recognised for unused tax losses or deductible temporary difference only to the extent that it is probable
that future faxable profit will be available against which the temporary difference can be utilised. Deferred tax assets are
reviewed at each reporting date and reduced to the extent that it is no longer probable that the related tax benefit will be
realised,

Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax liabilities and assets, and
they relate to income taxes levied by the same authority.

4.12 Information Technology Development Levy {ITDL}

Information Technology Development Levy is computed and recognised at one percent of profit before tax in line with National
Information Technology Development Act of 2007.

4.13 Finance income and expenses

Finance income comprises interest income on funds invested, changes in fair value of financial assets through profit or loss
and foreign currency gains. Interest income is recognised as it accrues in profit or loss, using the effective interest rate method.

Finance expenses comprise interest expenses on borrowings, unwinding of the discount on provisions, changes in fair value of
financial assets through profit or loss and foreign exchange losses that are recognised in profit or loss. All borrowing costs are
recognised in profit or loss using the effective interest method.

4.14 Share capital and equity

Ordinary and preference shares are classified as equity. Incremental external costs directly attributable to the issue of new
shares or share options are recegnised in equity as a deduction, net of tax from the proceeds. The preference shares are
redeemable cumulative preference shares and have been classified as equity Instruments because there is no contractual
obligation fo deliver cash or to exchange financial assets or financial liabilities with another entity under conditions that are
potentially unfavourable to the Group.

4.15 Trade and other payables
Trade and other payables are obligations to pay for goods or services that have been acauired in the ordinary course of

business from suppliers. Trade and other payables are classified as current liabilities if payment Is due within ane year or less,
if not they are presented as non-current liabilities,
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MTN Nigeria Communications Limited
Consolidated and separate financial statements for the year ended 21 December 2018

Notes to the consolidated and separate financial statements

4.16 Revenue

The Group principally generates revenue from providing mobile telecommunications services, interconnect and roaming
services, as well as from sale of mobile devices. Products and services may be sold separately or in bundled packages.

Revenue is measured based on the consideration specified in a contract with a customer and excludes amounts collected on
behalf of third parties. The Group recognises revenue when it transfers control over a product or services to a customer.

For bundled packages, the Group accounts for individual preducts and services separately if they are distinct ~ i.e. if a product
or service is separately identifiable from other items in the bundled package and if a customer can benefit from it. The
consideration is allocated between separate products and services in a bundle based on their stand-alone selling prices. The
stand-alone selling prices are determined based on the list prices at which the Group sells mobile devices and network
services separately.

Type of product/ |Nature, timing of satisfaction of performance Revenue recognition

service obligations, significant payment terms

Mobile telecom-  |Mobile telecommunication services include airtime | The Group recognises revenue from these
municatien and subscription, data, digital, Value Added Service |services as they are provided.

services (VAS) and Short Message Service {SMS) When the Group expects to be entitled to

Customers obtain control of these services as the  {breakage (forfeiture of unused value or network
services are provided. Customers pay in advance  |services), the Group recognises the expected
for these services or pay monthly over the amount of breakage in proportion to network
contractual period. services provided versus the total expected
network services to be provided. Any unexpected
amounts of breakage are recognised when the
unused value of network services expire or when
usage thereof becomes remote

Interconnect and |Customers obtain control of interconnectiroaming | The Group recognises interconnect and roaming
roaming services as the service is provided. revenue and debtors unless it is not probable on
transaction date that the interconnect revenue
will be received, in which case interconnect
revenue is recognised only when the cash is
received or where a right of set-off exists with
interconnect parties in settling amounts.

The Group has considered historical payment
patterns in assessing whether the contract
contains a significant financing component.
Mobile devices Mobile devices is made up of handsets and Revenue is recognised when customers take
accessories. Customers obtain control of mobile possession of devices.

devices when the customers takes possession of
the devices.

For mabile devices sold separately, customers pay
in full at the point of sale.

For mebile devices sold in bundled packages, the
Group allocates the transaction price to the device
and the network services based on the stand-alone
selling prices

The Group is cbligated to replace a faully device or
accessory with another device/accessory, No cash
refund is provided to the customer,

Incremental costs of obtaining a contract

Incremental costs of obtaining a contract are those costs that the Group incurs to obtain a contract with a customer that it
would not have incurred if the contract had net been obtained. Certain commissions incurred by the Group in obtaining
customer contracts that are payable to third parly agents qualify as incremental costs. The Group recognises such
commissions as an asset, included as contract acquisition costs, if it expects to recover these costs. The asset is amortised on
a straight line basis aver the estimated subscriber tenure on the network. The amortisation period ranges from 18 months to 48
manths.

The asset is subject to impairment review.
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MTN Nigeria Communications Limited
Consolidated and separate financial statements for the year ended 31 Dacember 2018

Notes to the consolidated and separate financial statements

4.16 Revenue (continued)

Contract assets and liabilities

A contract asset represents the Group’s right to consideration in exchange for goods or services that the Group has transferred
to a customer that is not yet unconditional. I is assessed for impairment in accordance with IFRS 8. In contrast, a receivable
represents the Group's unconditional right to consideration, i.e. only the passage of time is required before payment of that
consideration is due. A contract liability represenis the Group’s obligation to transfer goods or services to a customer for which
the Group has received considerafion from the customer.

Revenue received on prepaid confracts is deferred and recognised when services are utilized by the customer or on
termination of the customer refationship. Breakage is recognised in proportion to the pattern of rights exercised by the
customer or when utilization thereof becomes remote.

4.17 Dividends

Interim dividends on ordinary shares are recognised as a liability and a reduction from equity, in the period in which they are
approved by the Board of Directors.

Final dividends on ordinary shares are recognised as a fiability and a reduction from equity, in the period in which they are
recommended by the Board of Directors and ratified by the shareholders.

4.18 Financia} instruments

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial fiability or equity instrument
of another entity. Financial assets and financial liabilities are recognised on the Group's statement of financial position when
the Group becomes a party to the contractual provisions of the instrument.

4.18.1 Financial assets
Initial recognition, measurement and classification

The Group initially measures a financial asset at its fair value plus, in the case of a financial asset not at fair value through profit
or loss, transaction costs, Trade receivables that do not contain a significant financing component or for which the Group has
applied the practical expedient are measured at the transaction price determined under IFRS 15.

Financial assets are classified into the following categories:
Financial assets at amortised cost

*Financial assets at fair value through OC! (FVOCI)
Financial assets at fair value through profit or loss (FVTPL)

The classification of financial assets at initial recognition depends on the financial asset's contractual cash flow characteristics
and the Group's business mode! for managing them,

The Group’s buginess model for managing financial assets refers to how it manages its financlal assets in order to generate
cash flows. The business model determines whether cash flows will result from collecting contractual cash flows, selling the
financial assets, or both.

Financial assets at amortised cost

The Group measures financial assets at amortised cost if both of the following conditions are met;

+ The financial asset is held within a business model with the objective to hold financial assets In order to collect contractual
cash flows and

* The contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of principal and
interest on the principal amount outstanding. This assessment is referred to as the SPPI test and is performed at an instrument
level.

Flnanclal assets at amortised cost are subsequently measured using the effective interest (EIR) method and are subject to
impairment. Gains and losses are recognised in profit or loss when the asset is derecognised, madified or impaired.

The Group's financial assets at amortised cost includes trade receivables, debt instruments, restricted cash, cash and cash
equivalents.
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4.18 Financial instruments (continued)

Trade receivables are amounts due from customers for goods sold or services performed in the ordinary course of business.
They are generally due for settlement within 30 days and therefore are all classified as current. Trade receivables are
recognised initially at the amount of consideration that is unconditional unless they contain significant financing components,
then they are recognised at fair value.

Restricted cash comprises monies placed on deposit with banks to secure letters of credit. It also includes minimum capital
deposit placed with the Central Bank of Nigeria (CBN) for Payment Service Bank license as well as escrow account relating to
Visafone acquisition, which were undrawn and not freely available at the reporting date,

Cash and cash equivalents comprise cash in hand, in current accounts which is a non-interest bearing demand deposit, Naira
deposits held on call and other highly liquid investments with original maturities of three months or less.

Financial assets at fair value through QCI (FVOCI)
The Group measures debt instruments at fair value through OCI if both of the following conditions are met;

* The financial asset is held within a business model with the objective of both holding to collect cantractual cash flows and
selling and;

+ The contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of principal and
interest on the principal amount ocutstanding

For debt instruments at fair value through OCI, interest income, foreign exchange revaluation and impairment losses or
reversals are recognised in the statement of profit or loss and computed in the same manner as financial assets measured at
amortised cost. The remaining fair value changes are recognised in OCI. Upon derecognition, the cumulative fair value change
recognised in OC] is recycled to profit or loss.

The Group's debt instruments at fair value through OCI includes investments in Federal Government Treasury bills included
under current investments,

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include financial assets held for trading and financial assets mandatorily
required to be measured at fair value, Financial assets are classified as held for trading if they are acquired for the purpose of
selling or repurchasing in the near term. Financial assets with cash flows that are not solely payments of principal and interest
are classified and measured at fair value through profit or loss, irrespective of the business model. Financial assets at fair value
through profit or loss are carried in the statement of financial position at fair value with net changes in fair value recognised in
the statement of profit or loss.

This category includes derivative instruments and investments in Federal Government Treasury bills.

Derivatives are initially recognised at fair value on the date the derivative contract is entered into and attributable transaction
costs are recognised in profit or loss when incurred. Subsequently derivatives are measured at fair value through profit or loss.
Derivatives are carried as financial assets when the fair value is positive and as financial liabilities when the fair value is
negative.

23



MTN Nigeria Communications Limited
Consolidated and separate financial statements for the year ended 31 December 2018

Notes to the consolidated and separate financial statements

4.18 Financial instruments {continued)
Impairment

The Group recognises an allowance for expected credit losses (ECLs} for all debt instruments not held at fair value through
prefit or less, ECL is the difference between the contractual cash flows due in accordance with the contract and all the cash
flows that the Group expects to receive, discounted at an approximation of the original effective Interest rate. The expected
cash flows will include cash flows from the sale of collateral held or other credit enhancements that are integral to the
contractual terms

For trade receivables, the Group applies a simplified approach in calculating ECLs. Therefore, the Group does not track
changes in credit risk, but instead recognises a loss allowance based on lifetime ECLs at each reporting date. The Group has
established a provision matrix that is based on its historical credit loss experience, adjusted for forward-looking faciors specific
to the debtors and the economic environment.

The Group considers a financial asset in default when contractual payments are 180 days past due. However, in certain cases,
the Group may also consider a financial asset to be in default when internal or external information indicates that the Group is
unlikely to receive the outstanding confractual amounts in full before taking inte account any credit enhancements held by the
Group. A financial asset is written off when there is no reasonable expectation of recovering the contractual cash flows.

For debt instruments at fair value through OCI, the Group applies the low credit risk simplification. At every reporting date, the
Group evaluates whether the debt instrument is considered fo have low credit risk using all reasonable and supportable
information that is available without undue cost or effort. In making that evaluation, the Group reassesses the internal credit
rating of the debt instrument. In addition, the Group considers that there has been a significant increase in tredit risk when
contractual payments are more than 30 days past due, '

The Group's debt instruments at fair value through OCI comprise solely of Federal Government Treasury Bills that are graded
in the non-invesiment category (B+) by the Fitch Rating Agency, but are considered to be low credit risk investments as the risk
of default is low,

The Group uses the ratings from the Fitch Rating Agency both to determine whether the debt instrument has significantly
increased in credit risk and to estimate ECLs.

Derecognition

A financial asset is derecognised (L.e., removed from the Group's consolidated statement of financial position) when:

* The rights to receive cash flows from the asset have expired or;

* The Group has transferred substantially all of the risks and rewards of the asset

4.18.2 Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount Is reported in the consolidated statement of financial
position if there is a currently enforceable legal right to offset the recognised amounts, there is an intention to settle on a net
basis and to realise the assets and settle the liabilities simultaneously.

4.18.3 Financial liabilities

Initial recognition and measurement

Financial liabilities comprise trade and other payables, borrowings and ather non-current liabilittes (excluding provisions).
Financial liabiliies are initially measured at fair value, net of transaction costs incurred and are subseguently measured at

amortised cost using the effective interest method.

Borrowings are classified as current liabilities if payment is required within 12 months and non-current where the settlement of
the liability is for at least 12 months after the reporting date.
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4.18.3 Financial liahitities (continued)
Derecognition

Financial liabilities are derecognised when the obligation under the liability is discharged or cancelled or expires. 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 the derecognition of the original
liability and the recognition of a new liability. The difference in the respective carrying amounts is recognised in the statement of
profit or loss.

4.19 Impairment of non-financial assets

4.19.1 Goodwil! and Investment in subsidiaries

The group accounts for investment in subsidiaries at cost less impairment losses.

The Group tests goodwill for impairment on an annual basis. Impairment is determined by assessing the recoverable amount of
each CGU to which the goodwill relates. When the recoverable amount of the CGU is less than its carrying amount, an
Impalrment loss is recognised in profit or loss. Impaliment losses relating to goodwill cannot be reversed in future periods.

4.20 Assets held for sale

Assets are classified as held for sale and are stated at the lower of their carrying amount and fair value less cost to sell when

their carrying amounts are to be recovered principally through sale rather than continued use and the sale is considered to be
highly probable. These assets are recognised under nen-current assets.
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5. Changes in accounting policy

The consalidated and separate financial statements have been prepared in accordance with International Financial Reporting
Standards on a basis consistent with the prior year except for the adoption of the following new standards.

The Group has adopted the following new accounting pronouncements as issued by the IASB, which were effective for the
Group from 1 January 2018:

. IFRS 15 Revenue from Contracts with Customers (IFRS 15).
. IFRS 9 Financial Insfruments (IFRS 9).

The changes in accounting policies were applied retrospectively. Comparative numbers have been restated for the adoption of
IFRS 15.

IFRS 9 has been applied retrospectively; however, the Group has elected not o restate comparative information. This is
because refrospective treatment will require the application of hindsight.

5.1 Application of IFRS 15 Revenue from contracts with customers

In the current year, the Group has applied IFRS 15 Revenue from Contracts with Customers (as revised in April 2016) and the
related consequential amendments o other IFRSs. IFRS 15 replaces 1AS 11 Construction Contracts, IAS 18 Revenue, IFRIC
13 Customer Loyalty Programmes, IFRIC 15 Agreements for the Construction of Real Estate, IFRIC 18 Transfers of Assets
from Customers and SIC-31 Revenue - Barter Transactions Involving Advertising Services.

The Group principally generates revenue from providing mobile telecommunications services, such as network services
{comprising data, voice and SMS), digital services, interconnect and roaming services, as well as from the sale of mobile
devices. Products and services may be sold separately or in bundled packages.

{FRS 15 establishes a comprehensive framework for determining whether, how much and when revenue is recognised. It
replaced IAS 18 Revenue, 1AS 11 Construction Confracts and related interpretations. Under IFRS 15, revenue is recognised at
an amount that reflects the consideration to which an entity expects to be entitied for transferring goods or services to a
customer,

Revenue is measured based on the consideration specified in a contract with a customer and excludes amounts collected on
behalf of third parties. The Group recognises revenue when it transfers control over a product or service to a customer.

For bundled packages, the Group accounts for individual products and services separately if they are distinct, i.e. if a product
or service is separately identifiable from other items in the bundled package and if a customer can henefit from it. The
consideration is allocated between separate products and services in a bundle based on their standalone selling prices. The
standalone selling prices are determined based on the list prices at which the Group sells mobile devices and network services
separately.

On adoption of IFRS 15, the Group restated its retained earnings as at 1 January 2017

N '000
Recognition of contract acquisition costs {note 5.1.1) 4,314,693
Recognition of breakage from contract liabilities (note 5.1.2) 888,458
Increase in current tax payable (note 5.1.4) {1,665,008)
Increase in trade and other payables {note 5.1.3) (96,454)
Adjustment to retained earnings from adoption of IFRS 15 3,441,689

5.1.1 Contract acquisition costs

IFRS 15 introduced specific guidance on accounting for incremental costs of abtaining contracts with customers. Under IAS 18,
the Group expensed contract acquisition costs at inception of the contract.

* See Note 5
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5. Changes in accounting policy {continued)

The Group expects that incremental contract acquisition costs for obtaining contracts with customers are recoverable. The
costs include agents' commission on SIM activatian costs on prepaid contracts. The Group has therefore capitalised them as
contract acquisition costs. These are amortised on a systematic basis over the average customer life and included in discounts
and commissions in profit or loss. The amortisation period ranges from 18 months - 48 months. The net adjustment of N3.4
billion is included in confract acquisition costs in the statement of financial position on 31 December 2017 (1 January 2017,
N4.3 billion).

In terms of a practical expedient, the Group has elected to recognise the incremental costs of obtaining contracts as an
expense when incurred if the amortisation period of the assets that the Group otherwise would have recognised is one year or
less. The impact of this change is a decrease in discounts and commissions and the racognition of a new asset: contract
acquisition costs.

5.1.2 Contract liabilities

Contract liabilities relating to unused airtime recharge vouchers and subscriber identification module (SIM cards) were
previously presented as unearned revenue.

Revenue on the contract Habilities are recognized over the customer's usage patterns, the transfer of rights and obligations
occurred at point of payment,

When the Group expects to be entifled to breakage (forfeiture of unused airtime), It recognises the expected amount of
breakage in proportion to the pattern of rights exercised by the customer, Any unexpected amounts of breakage are recognized
when the usage of the airtime becomes remote.

The Group has estimated breakage of N2.6 billion as at 31 December 2017 for airtime recharge vouchers sold in 2015 and
2016 financial years (1 January 2017, N0.9 billion).

5.1.3 Trade and other payables

Following the recognition of contract acquisition costs and the recognition of revenue relating to breakage, the impact of
information technology development levy (ITDL) of 1% on the profit before tax was considered, This gave rise to an increase of
NB86.4 million as at 1 January 2017 and N104.8 million as at 31 December 2017.

5.1.4 Current tax liabilities

The adjustments for contract acquisition costs and the recognition of revenue relating to breakage gave rise to a current tax
liability of N1. billion as at 31 December 2017 {1 January 2017, N1.7 billion).

The amount of adjustment for each financial statement line item affected by the application of IFRS 15 is illustrated below.

5.2 Impact on profit or loss and total comprehensive income for the year ended 31 December 2017

Group Company
N "000 N '000
Increase / (decrease) in revenue 1,740,227 1,740,227
(Increase) /decrease in discounts and commissions {903,125) {903,125)
(Increase)} [decrease in other operating expenses (8,371) {8,371}
(Increase) decrease in income tax expense (267 874) (267,874}
560,857 560,857
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5. Changes in accounting policy (continued)

5.3 Impact on assets, liabilitfes and equity as at 1 January 2017

Group

Assets
Contracts acquisition costs

Liabilities

Trade and other payables
Unearned revenue
Contract liabilifies

Tax liabilities

Equity
Retained earnings

Company

Assets
Contracts acquisifion costs

Liabilities

Trade and other payables
Unearned revenue
Contract liabilities

Tax liahilities

Equity
Retained earnings

Note(s)

5.1.1

;oo n
—_ 3
Rrow

As previously JFRS 15 As restated
reported  Adjustments
N '000 N 'c00 N '000

- 4,314,683 4,314,693

- 4,314,693 4,314,693

255,471,416 96,454 255,567,870

30,233,661  (39,233,661) -

- 38,345,203 38,345,203

51,141,744 1,665,008 52,806,752

345,846,821 873,004 346,719,825

12,698,388 3,441,689 16,140,077

12,698,388 3,441,689 16,140,077

Note(s) As previously [FRS 15 As restated
reported  Adjustments
N '000 N '000 N ‘000

- 4,314,693 4,314,693

- 4,314,693 4,314,693

249,866,267 96,454 249,962,721

39,197,526  (39,197,528) -

- 38,309,068 38,309,068

50,934,806 1,665,008 52,589,814

339,998,599 873,004 340,871,603

20,690,490 3,441,689 24,132,179

20,690,490 3,441,689 24,132,179
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5.4 Impact on assets, liabilities and equity as at 31 Decemnber 2017

Group

Assets
Contracts acquisition costs

Liabilities

Trade and other payables
Uneamed revenue
Confract liabilities

Tax liabilities

Equity
Retained eamings

Company

Assets
Contracts acquisition costs

Liabilities

Trade and other payables
Unearned revenue
Contract liabilities

Tax liabilities

Equity
Retained earnings

5.1.1

5.1.1

cren i ;n
'_L_\.-—L—L
o

Note(s) As previously IFRS 15 As restated
reported  Adjustments
N '000 N '000 N '000

- 3,411,568 3,411,568

- 3,411,568 3,411,568

245,886,387 104,826 245,991,213

38,160,778  (38,160,778) -

- 35,532,003  35532,093

24,063,760 1,932,881 25,996,641

308,110,925 (590,978) 307,519,947

43,207,752 4,002,546 47,210,298

43,207,752 4,002,546 47,210,298

Note(s) As previously IFRS 15 As restated
reported Adjustments
N '000 N *000 N *C00

- 3,411,568 3,411,568

- 3,411,568 3,411,568

241,411,852 104,826 241,516,678

38,117,802  (38,117,902) -

- 35488217  35489,217

23,519,112 1,932,881 25,451,993

303,048,866 {590,978) 302,457,888

53,641,689 4,002,546 57,644,235

53,641,689 4,002,546 57,644,235
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5, Changes in accounting policy (continued)

5.5

Accounting policies

The nature of the changes in the accounting policies were as follows:

Type of

product/service

Nature, timing of satisfaction of
performance obligations

Nature of change in accounting
policy

Impact

Mobhile

services

telecommunication

Mabile telecommunication services include
network services and digital services. The
Group recognises revenue from these
services as they are provided. When the
Group expects fo be entitled to breakage
(forfeiture of unused value or network
services), the Group recognises the
expected amount of breakage in proportion
to network services provided versus the
total expected network services to be
provided. Any unexpected amounts of
breakage are recognised when the unused
value or network services expire or when
usage thereof becomes Remote.

Earlier recognition of breakage,
Previously, the Group only
accounted for breakage when it
became remote that customers
would use these services,

This has resulted in
revenue from
breakage being
recognised earliar,

This has resulted in an
increase in revenue
and a decrease in
unearned revenue
{which is now called
confract liabilities).

Capltalisation of
subscriber
acquisition costs

IFRS 15 introduced specific guidance on
accounting for incremental costs of
obtaining confracts with customers. Under
IAS 18, the Group expensed subscriber
acquisition costs at inception of the
contract, The Group expects that
incremental subscriber acquisition costs for
obtaining contracts are recoverable, These
costs include agent's commission on SIM
activation costs on prepaid contracts. The
Group has therefore capitalised these costs
as contract acquisition costs.

Capitalised contract costs are
amortised on a systematic basis
over the average customer life
and included in discounts and
commissions in profit or loss. In
terms of a practical expedient, the
Group has elected to recognise
the incremental costs of obtaining
contracts as commissions in profit
or loss, when incurred, if the
amortisation period of the assets
that the Group otherwise would
have recognised is 12 months eor
less.

The impact of this
change is a decrease
in discounts and
commissions and the
recognition of a new
asset: capitalised
contract costs,

5.6

Transition to IFRS 15

In accordance with the transition provisions in IFRS 15, the Group has adopted the new rules retrospectively and has restated
comparative numbers for the 2017 financial year.

The group applied the following practical expedients when applying IFRS 15 retrospectively.
The Group did not restate comparative numbers for contracts that were completed contracts at 1 January 2017;
The Group did not restate comparative numbers for confracts that began and ended in the same annual reporting

period;
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5. Changes in accounting policy (continued)

5.7 Application of IFRE 9 Financial Instruments

The adoption of IFRS @ had the fellowing impact on the Group:

. Change in classification of the measurement categories for financial instruments.

. Change from the IAS 39 incurred loss model to the expected credit loss (ECL) model to calculate impairments of
financial instruments.

5.8 Classification and measurement

IFRS 9 introduces new measurement categories for financial assets. The measurement categories of IFRS 9 and IAS 39 are
illustrated in the table below.

1AS 39 category IFRS 8 category

Financial assets at fair value through profit or [oss Financial assets at FVTPL

(FVTPL)

Loans and receivables Financial assets at amortised cost

Held to maturity

Auvailable for sale : Financial assets at fair value through other
comprehensive income (FVOCH

Fram 1 January 2018 the Group classifies financial assets in each of the IFRS 9 measurement categories based on the
Group's business model for managing the financial asset and the cash flow characteristics of the financial assets.

All recognised financial assets that are within the scope of IFRS 9 are required to be measured subsequently at amortised cost
or fair value on the basis of the entity's business maodel for managing the financial assets and the confractual cash flow
characteristics of the financial assets.

Specifically;

-debt instruments that are held within a business model whose objective is to collect the contractual cash flows, and that have
contractual cash flows that are solely payments of principal and interest on the principal amount outstanding, are measured
subsequently at amortised cost;

-debt instruments that are held within a business model whose objective is both to collect the contractual cash flows and to sell
the debt instruments, and that have contractual cash flows that are solely payments of principal and interest on the principal
amount outstanding, are measured subsequently at fair value through other comprehensive income (FVOCI);

-all other debt investments and equity investments are measured subsequently at fair value through profit or loss (FVTPL).
When a debt investment measured at FVOCI is derecognised, the cumulative gain or loss previously recognised in other
comprehensive income is reclassified from equity to profit or loss as a reclassification adjustment. Debt instruments that are
measured subsequently at amortised cost or at FVOCI are subject to impairment.

The reclassification into the new measurement categeries of IFRS 9 did not have a significant impact on the Group.,

The main effects resulting from these reclassifications are as follows:
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Financial assets classification - 1 January 2018

FVTPL FVOCI Amortised Total
cost
N '000 N '000 N *000 N '000
Reclassified from US Dollar deposits - - 9,543,790 9,543,790
Reclassified from Treasury bills held to maturity - - 42641311 42,641,311
Reclassified from Treasury bills available for sale - 9,670,842 - 9,970,842
Reclassified from Treasury bills held for trading 8,922,552 - - 8,922 552

8,922,552 9,970,842 52,185,101 71,078,495

Financial assets classification as
originally presented - 31 December

2017

L.oans and Fair value  Available for Held to Total

receivables through profit sale Maturity

or loss
N '000 N '000 N '000 N '000 N '000

US Dollar deposits with interest rates 8,543,790 - - - 9,643,790
Treasury bills held to maturity - - - 42 641,311 42 641,311
Treasury bills available for sale - - 9,870,842 - 9,970,842
Treasury biils held for trading - 8,922,552 - - 8,922,552

9,543,790 8,922,552 9,970,842 42,641,311 71,078,495

Reclassification from loans and receivables to amortised cost

Trade receivables, restricted cash, cash and cash equivalents that were previously reported under loans and receivables have
been reclassified to amortised cost. They represent solely payments of principal and interest. The business model objective is
to hold assets to collect contractual cash flows.

Reclassification from held to maturity to amortised cost

Federal Gavernment Treasury bills that were previously classified as held-to maturity are now classified as amortised cost. The
Group intends to hold the assels to collect contractual cash flows and these cash flows consist solely of payments of principal
and interest on the principal amount outstanding.

Reclassification from available for sale {AFS) to Fair value through other comprehensive income (FYOCI)

Federal Government Treasury bills were reclassified from available for sale to FVOCI, as the Group's business model is
achieved both by collecting contractual cash flows and selling of these assets. The contractual cash flows of these investments
are solely principal and interest.

5.9 IFRS 8 Financial Instruments = Accounting policies applied from 1 January 2018

5.91 Classification

From 1 January 2018, the Group classifies its financial assets in the following measurement categories:

- those to be measured subsequently at fair value {either through Other Comprehensive ncome (OCI), or through profit or
loss), and

- those to be measured at amoriised cost,
The classification depends on the entity's business model for managing the financial assets and the contractual terms of the
cash flows. For assets measured at fair value, gains and losses will either be recorded in profit or loss or OCI.

5.9.2 Measurement

At initial recognition, the Group measures a financial asset at its fair value plus (in the case of a financial asset not at Fair
Value through Profit or Loss - FVPL), transaction costs that are directly attributable to the acquisition of the financial asset.
Transaction costs of financiat assels carried at FVPL are expensed in profit or loss.

Subsequent measurement of debt instruments depends on the Group’s business mode! for managing the asset and the cash
flow characteristics of the asset. There are three measurement categories into which the group classifies its debt instruments.

- Amortised cost: Assets that are held for collection of contractual cash flows where those cash flows represent solely
payments of principal and interest are measured at amortised cost.
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- FVOCI: Assets that are held for collection of contractual cash flows and for selling the financial assets, where the assets’ cash
flows represent solely payments of principal and interest, are measured at Fair Value through Other Comprehensive Income -
FVOCL Movements in the carrying amount are taken through OCI, except for the recognition of impairment gains or losses,
interest revenue and foreign exchange gains and losses which are recognised in profit or loss.

- FVTPL: Assets that do not meet the criteria for amortised cost or FVOCI are measured at FVTPL. A gain or loss on a debt
Investment that is subsequently measured at FVTPL is recognised in profit or loss and presented net within other
gains/{losses) in the period in which it arises,

Financial liabilities are measured at amortised cost except for those designated as at FVTPL, which are measured at fair value.

There were no financial assets or financial liabilities which the Group had previously designated as at FVTPL under IAS 39 that
were subject to reclassification or which the Group has elected to reclassify upon the application of IFRS 9. There were no
financial assets or financial Habilities which the Group has elected to designate as at FVTPL at the date of initial application of
IFRS 9.

§.10 Impairment of financial assets

In relation to the impairment of financial assets, IFRS 9 requires an expected credit loss model as opposed to an incurred credit
loss model under IAS 39. The expected credit loss medel requires the Group to account for expected credit losses (ECL) and
changes in those expected credit losses at each reporting date to reflect changes in credit risk since initial recognition of the
financial assets.

The Group has three types of financial assets that are subject to IFRS 9's new ECL model:

. Debt instruments carried at amortised cost
. Debt instruments carried at FVOCI
. Trade receivables

In particular, IFRS § requires the Group to measure the loss allowance for a financial instrument at an amount equal to the
lifetime expected credit losses (ECL) if the credit risk on that financial instrument has increased significantly since initial
recagnition, or If the financial instrument is a purchased or originated credit impaired financial asset. However, if the credit risk
on a financial instrument has not increased significantly since initial recognition {except for a purchased or originated credit
impaired financial asset), the Group is required to measure the loss allowance for that financial instrument at an amount equal
to 12-months ECL. IFRS 9 also requires a simplified approach for measuring the loss allowance at an amount equal 1o lifetime
ECL for trade receivables, confract assets and lease receivables in certain circumstances.

The Group applies the simplified approach te determine the ECL for trade receivables. This results in calculating lifetime
expected credit losses for these trade receivables. ECL for trade receivables is calculated using a provision matrix.

Provision matrix ~ ECLs are calculated by applying a loss ratio to the aged balance of trade receivables at each reporting date.
The loss ratio is calculated according to the ageing/payment profile of sales by applying historic/proxy write-offs to the payment
profile of the sales population. In instances where there was no evidence of historical write-offs, management used a proxy
write-off. Trade receivabie balances have been grouped so that the ECL calculation is performed on groups of receivables with
simifar risk characteristics and ability to pay. Similarly, the sales population selected to determine the ageing/payment profile of
the sales is representative of the entire population and in fine with future payment expectations. The historic loss ratio is then
adjusted for forward looking information to determine the ECL for the portfolio of trade receivables at the reporting period to the
extent that there is a strong correlation between the forward looking information and the ECE.,

The [oss allowance as at 1 January 2018 was determined as follows:
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1 January 2018 Current More than 30 More than 90 More than 180 Total
days past due days past due days past due
N ‘000 N '000 N '000 N 000 N'000
Expected loss rate 1.49 % 12.66 % 83.62 % 100.00 %
Gross carrying amount 2,177,398 9,706,761 5,413,435 18,338,683 35,636,277
Loss allowance 32,471 1,228,955 4,526,978 18,338,283 24,126,687

The loss allowances for trade receivables as at 31 December 2017 recencile to the opening loss allowances on 1 January
2018 as follows:

1.Jan 2018

N '000

At 31 December 2017 as originally presented 24,044,339
Transition adjustments through epening retained earnings 82,348

Opening loss allowance as at 1 January 2018 24,126,687

The total impact on the Group’s retained earnings as at 1 January 2018 is as follows:

1Jan 2018
N '000

Restated* closing retained earnings 31 December 2017 47,166,561
increase in provision for trade receivables (82,348}
Opening retained earnings 1 January 2018 47,084,313

Short term Investments are all liquid assets that consist of marketable securities. Investments are primarily sefected based on
the funding and liquidity plan of the Group and from issuers with the least known credit and default risk. In connection with
investment decisions, priority is placed on the issuer's very high creditworthiness and the present yieldfinterest rates offered. In
this assessment, MTN Nigeria also considers the credit risk assessment of the issuer by the rating agencies such as Fitch. The
Federal Government (FGN) has one of the lowest credit risks known in the country and in a possibility of defautt, it could simply
increase the circulation of money in the country or borrow from intemational sources to pay off its local debt. In line with the
Group's risk policy, its investments in treasury bills have no historical rate of default and the investments can be liquidated and
sold at the prevalent market rates at that point in time. The international rating for the FGN is B, a speculative grade, for its
Short-Term Local-Currency Issuer Default Rating (IDR) which is a stable rating but not yet at the investment grade level which
s hardly given to African Countries. Current investments are thus not subject to a material credit risk and are allocated to stage
1 of the impairment mode!,

ECLs are based on the difference between the contractual cash flows due in accordance with the contract and all the cash
flows that the Group expects to receive, discounted at an approximation of the original effective interest rate. The expected
cash flows will include cash flows from the sale of coflateral held or other credit enhancements that are integral to the
contractual terms. The difference resulted in an immaterial impairment on current investments.

511 Transitionto IFRS 9

Changes in accounting policies from the adoption of IFRS 9 have been applied retrospectively; however, the Group has elected
not to restate comparative information. This is because retrospective restatement would require the application of hindsight.
Differences between the carrying amounts as at 31 December 2017 and 1 January 2018 resulting from the initial application of
IFRS 9 are recognised in retained earnings. Accordingly, information relating to 31 December 2017 does not reflect the
requirements of IFRS 9 but rather those of IAS 39,
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6. New Standards and Interpretations
6.1 Standards and interpretations effective for the first time for 31 December 2018 year end

In the current year, the Group has adopted the following standards and interpretations that are effective for the current financial
year and that are relevant to its operations:

Foreign Currency Transactions and Advance Consideration

The interpretation applies to circumstances when an entity has either paid or received an amount of consideration in advance
and in a foreign curmency, resulting in a non-monetary asset or lability being recognised. The speciflc Issue addressed by the
interpretation is how to determine the date of the transaction for the purposes of determining the exchange rate to use on the
initial recognition of the related asset, expense or income when the non-monetary asset or liability is derecognised. The
interpretation specifies that the date of the transaction, for purpeses of determining the exchange rate to apply, is the date on
which the entity initially recognises the non-monetary asset or liability.

The effective date of the interpretation is for years beginning on or after 1 January, 2018,
The impact of the interpretation is not material.
Amendments to [FRS 2: Classification and Measurement of Share-based Payment Transactions

The amendment now specifies the treatment of vesting and non-vesting conditions with regards to cash-settled share-based
payment transactions. The treatment is essentially similar to the treatment of such conditions for equity-settled share-based
payment transactions. That is, non-market vesting conditions are taken into consideration when estimating the number of
awards which are expected to vest (and which ultimately vest), while market conditions and other non-vesting conditions are
taken into consideration when determining the fair value of the share based payment liabllity, both initially and subsequently.

The amendment also provides for share-based payment transactions with a net seltlernent feature for withholding tax
obligations. Essentially, where the entity is required to withhold part of the equity instruments equal to the tax obligation, the
entity is required to account for the payment to tax authorities as a reduction in equity, except to the extent that the payment
exceeds the fair value of the equity instruments withheld at net setttement date. The entity should also disclose the amount that
it expects to transfer to tax authorities in terms of such transactions.

The amendment further provides guidance in terms of modifications which convert cash-settied share-based payment
transactions fo equity -seftled share-based payment transactions. For such modifications, the equity-settled share based
payment transaction is measured by reference to the fair value of the equity instruments granted at modification date, to the
extent to which goods or services have been received. The liability for cash-setlled share based payment transactions is
derecognised on the modification date. Any difference between the two is recognised immediately in profit or loss.

The effective date of the amendment is for years beginning on or after 1 January, 2018.

The impact of the amendment is not material.
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6. New Standards and Interpretations (continued)

Amendments to IFRS 15: Clarifications to IFRS 15 Revenue from Contracts with Customers

The amendment provides clarification and further guidance regarding certain issues in IFRS 15. These items include guidance
in assessing whether promises to transfer goods or services are separately identifiable; guidance regarding agent versus
principal considerations; and guidance regarding licenses and royalties.

The effective date of the amendment is for years beginning on or after 1 January, 2018,

The impact of IFRS 15 is set out in note 5 Changes in Accounting Policy.

IFRS 9 Financial Instruments

IFRS 9 Financial Instruments replaces IAS 39 Financial Instruments: Recognition and Measurement for annual perfods
beginning on or after 1 January 2018, bringing together all three aspecis of the accounting for financial instruments:
classification and measurement; impairment; and hedge accounting.

The Group has applied IFRS 9 retrospectively, with the initial application date of 1 January 2018. See note 5.7.

IFRS 15 Revenue from Contracts with Customers

IFRS 1& supersedes IAS 11 Construction Contracts, IAS 18 Revenue and related Interpretations and i applies, with limited
exceptions, to all revenue arising from contracts with its customers, IFRS 15 establishes a five-step model to account for
revenue arising from contracts with customers and requires that revenue be recognised at an amount that reflects the
consideration to which an entity expects o be entitled in exchange for transferring goods or services to a customer.

IFRS 15 requires entities to exercise judgment, taking into consideration all of the relevant facts and circumstances when
applying each step of the model to contracts with their customers. The standard also specifies the accounting for the
Incremental costs of obtaining a contract and the costs directly related to fulfiling a contract. In addition, the standard requires
extensive disclosures.

The Group adopted [FRS 15 using the full retrospective method of adoption. The effect of the transition on the current and
previous periods has been disclosed see Note 5.1,

6.2 Standards and interpretations not yet effective

The Group has chosen not to early adopt the following standards and interpretations, which have been published and are
mandatory for the Group's accounting periods beginning on or after 1 January, 2019 or later periods:

Amendments to IAS 12 Income Taxes: Annual improvements to IFRS 2015 - 2017 cycle

The amendment specifies that the income tax consequences on dividends are recognised in profit or loss, other
comprehensive income or equity according to where the entity originally recognised the events or transactions which generated
the distributable reserves.

The effective date of the amendment is for years beginning on or after 1 January, 2019.

The impact of this amendment is currently being assessed.
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6. New Standards and Interpretations (continued)
Uncertainty over Income Tax Treatments

The interpretation clarifies how to apply the recognition and measurement requirements in 1AS 12 when there is uncertainty
over income fax treatments. Specifically, if it is probable that the tax authorities will accept the uncertain tax freatment, then alf
tax related ifems are measured according to the planned tax treatment. If it is not prebable that the tax authorities will accept
the uncertain tax treatment, then the tax related items are measured on the basis of probabilities to reflect the uncertainty.
Changes in facts and circumstances are required to be treated as changes in estimates and applied prospectively.

The effective date of the interpretation is for years beginning on or after 1 January, 2018,

The Group expects to adopt the interpretation for the first time in the 2019 consolidated and separate financial statements
The impact of this interpretation is currently being assessed.

IFRS 16 Leases

IFRS 16 was issued in January 2016. it will result in almost all leases being recognised on the statement of financial position by
lessees, as the distinction between operating and finance leases is removed. Under the new standard, an asset {the right to
use the leased item) and a financial liability to pay rentals are recognised. Practical expedients are available for short-term and
low-value ieases. Lessors continue to classify leases as operating or finance, with IFRS 16's approach to lessor accounting
substantially unchanged from its predecessor, IAS 17 Leases,

As at the reporting date, the Group has non-cancellable operating lease commitments of N2.64 tritlion (refer to note 36.1 ). Of
these commitments, approximately N1.66 trillion relates to non-lease components of operating leases which will continue to be
recognised as an expense in profit or loss as they are incurred.

For lease commitments (excluding nan-lease components, short-term and low-value leases) the Group will recognise lease
liabilities, representing the present value of the future minimum lease payments discounted at a rate appropriate to the
operation in which the leases arise, on 1 January 2019, and carresponding right-of-use assets in respect of these leases,
adjusted for prepayments and accrued lease payments recognised as at 31 December 2018,

On adoption of IFRS 16 operating lease costs (other than shori-term and low value lease) will no longer be recognised as part
of operating expenses. The Group will apply a threshold of US$5 000 for assessing what constitutes low value assets. For the
year ended 31 December 2018 the Group has recognised lease expenses of N235.23 billion (refer to note 36). Of these
operating lease expenses, approximately N141 billion relates to non-lease componenits of operating leases which will continue
fo be recognised as an expense in operating expenses as they are incurred.

As a result of the new accounting rules, EBITDA used to measure segment results is expected to increase, as the total
operating lease payments were previously included in EBITDA under IAS 17. The group will recognise depreciation on the
right-of-use assets and interest on the lease liabilities over the lease term in profit or loss - these charges are excluded from
EBITDA. Due to the impact of reducing finance charges over the life of the lease, the impact on eamings will initially be dilutive,
before being accretive in later perieds. Furthermore, leases denominated in currencies that are not the functional currency of
the operation will increase foreign exchange exposure. Therefore, the Group expects that net profit after tax will decrease for
2019 as a result of adopting the new rules.

The effective date of the standard is for years beginning on or after 1 January, 2019,

The Group expects to adopt the standard for the first ime in the 2019 consolidated and separate financial statements.
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7.  Critical Accounting Judgements, Estimates and Assumptions

The Group makes judgements, estimates and assumpfions concerning the future when preparing its financial statements.
Actual results may differ from these estimates. Estimates and underlying assumptions are reviewed on an ongoing basis.
Revisions to accounting estimates are recognised in the period in which the estimates are revised and in any future periods
affected. The judgements, estimates and assumptions that have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next financial year are discussed below.

The "Critical accounting judgements, estimates and assumptions” note should be read in conjunction with the “other significant
accounting policies” disclesed in note 4.

7.1 Income taxes

The Group exercises significant judgement in determining its provision for income taxes when dealing with calculations and
transactions for which the ultimate tax position is uncertain during the ordinary course of business. The Group recognises tax
liabilities for anticipated tax issues based on estimates of whether additional taxes will be payable. Where the final outcome of
these matters is different from the amounts that were initially recorded, such differences will impact the current and deferred tax
in the period in which such determination is made.

7.2 Provisions

The Group exercises judgement in determining the expected cash outflows related to its provision. Judgment is necessary in
determining the timing of outflow as well as qualifying the possible range financial settlements that may occur.

The present value of the Group’s provisions is based on management's best estimate of the future cash outflows expected to
be required to seitle the obligations, discounted using appropriate pre<tax discount rates that reflect the current market
assessment of the time value of money and the risks specific to each provision.

7.3 Impairment of trade and other receivables

The allowance for doubtful accounts involves significant management judgment and review of receivables based on customer
creditworthiness, current economic trends and analysis of historical bad debts.

The Group determines the expected credit losses on trade and other receivables using a provision matrix.
7.4 Operating lease
Determining whether an arrangement contains a lease

The Group applies the principles of IFRIC 4 Determining whether an arrangement contains a lease in order {o assess whether
its arrangements constitute or contain leases. The requirements to be met in order to conclude that an arrangement constitutes
or contains a lease are as follows:
. The provision of a service in terms of the arrangement should be dependent on the use of ane or more specific
assets; and
. The arrangement must convey & right to use these assets.

All other arrangements that do not constitute or contain leases are treated as service level agreements; the costs are expensed
as incurred.,

For the purpose of applying IFRIC 4 on tower space lease arrangements, the Group considers the tower asset as a whole in
assessing whether the arrangement contains a lease, This is consistent with the guidance on determining a compenent of an
asset in IAS 16 Property, Plant and Equipment. The Group has resolved that an arrangement contains a lease as defined in
IAS 17 Leases where the arrangement provides an exclusive right to use a specific tower space which is more than an
insignificant part of the tower asset.

Determining whether an arrangement qualifies as an operating lease or a finance lease.

The Group applies judgement in determining the accounting treatment for arrangements which constitute or contain leases and
follows the guidance of IAS 17 Leases fo determine the classification of leases as either operating or finance leases based on
definition in note 4,8.1

The critical elements that are considered with respect to classification of lease transactions are:
*  whether the lease term is for the major part of the economic life of the asset: and
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7. Critical Accounting Judgements, Estimates and Assumptions (continued)
. whether at inception of the lease, the present value of the minimum lease payments amounts to at least substantially
ali of the fair value of the asset,

Minimum lease payments are determined by separating the payments required by the lease arrangement into those pertaining
to the lease and those pertaining to other elements such as services and cost of inputs on the basis of their relative fair values.
Management exercises judgement in estimating the fair value of the other elements by reference to comparable cost structures
of the Group. The rate of interest MTN Nigeria would incur in borrowing the funds necessary to purchase similar assets are
used in calculating the present value of the minimum lease payments.

7.5 Bundled products

In revenue arrangements where more than one good or service is provided to the customer, customer consideration is
allecated between the geods and services using estimated standafone selling prices (SASP). The Group generally determines
the SASP of individual elements based on prices at which the deliverable is regularly sold on a stand-alone basis after
considering any appropriate volume discounts.

7.6 Timing of satisfaction of performance obligations

The Group uses the output method to recognise revenue over a period of time. The output methods recognises revenue based
on direct measurement of the value to the customer of the goods or services transferred to date relative to the remaining goods
or services promised under the contract. The bulk of MTN's revenue is from airtime that is used on network services such as
voice, SMS, data and digital services. The output method is a faithful depiction as this represents the value transferred to the
customer based on usage.

7.7 Principal and agency arrangements

When the Group sells goods or services as a principal, revenue is reported on a gross basis in revenue and the amount paid to
the agent is recorded in operating costs. If the Group sells goods or services as an agent, revenue is on a net basis,
representing the margin earned. Whether the Group is considered to be the principal or an agent in the transaction depends on
analysis by management of both the legal form and substance of the agreement between the Group and its business partners;
such judgements impact the amount of reported revenue,

7.8 Impairment on current investments

The Group applies the general approach to estimate impairment of the current investments measured at amortised cost. This
area requires the use of inputs and assumptions on the credit rating of the issuer and significant assumptions about future
ecenomic conditions and credit behaviour (e.g. the likelihood of customers defaulting and the resuiting losses}. (Note 5.10).

7.9 Amortisation of capitalised contract acquisition costs

The Group has capitalised incremental commission fees paid to trade partners for activating sim kits. These costs are

amortised on a straight line basis over the estimated subscriber tenure on the network. The Group has estimated the
amortisation periods based on subscriber tenure on the network.
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Group Company
2018 2017 2018 2017
Restated * Restated *

N 000 N '000 N '000 N 'G00
8. Revenue
Revenue from contracts with customers
Airtime and subscription 676,381,361 556,677,781 674,779,035 555,374,723
Data 165,169,353 116,798,263 164,798,828 116,668,278
SMS 14,270,357 12,622,507 14,270,357 12,622,507
Interconnect and roaming 107,182,690 103,566,934 107,166,611 103,559,953
Handset and accessories 207,872 835,842 207,872 635,842
Digital 40,706,066 69,410,549 40,708,066 69,410,549
Value added services 30,540,478 24,015,651 30,487,842 23,987,320
Other revenues 4,659,643 3,552,953 4,651,120 3,548,532
Total revenue from contract with customers 1,039,117,810 887,180,480 1,037,067,731 885,807,704

Other revenue comprise revenue from cloud and infrastructure services, payment and transfer services.

9. Other income

Other income 2,225,068 - 2,225,066 -

In 2018, the ultimate holding company (MTN Group Limited) entered into a Settlement Agreement for compensation in respect
of losses arising from breach of contract with Zhongxing Telecommunications Equipment (ZTE). In the terms of the agreement,
ZTE agreed to provide specific discounts and free goods to the value US$ 26.7 million to the MTN Group Limited and its
operating companies. MTN Nigeria (the Company) accounted for this transaction (US$ 5.8million) as other income measured at
the fair value of the free and discounted goods.

Also included in other income is lease rental income of NS6million from sites leased by other telecom operators.

1¢. Finance income

Interest income on bank deposits 8,184,500 12,747,911 7,526,426 12,747,896
Interest income on amortised cost investments 10,514,417 24,056,712 10,514,417 24,056,712
Net gain on FVTPL investments 1,716,135 2,694,231 1,716,135 2,694,231
Net gain on FVQOCI investments 1,384,163 1,426,739 1,384,163 1,426,739
Interest income on intercompany receivables 20,11 12,971 20,101 12,971
Currency swap gain - 55,673 - 85,673
Foreign exchange gain 749,023 2,508,966 749,023 2,508,966
Total finance income 22,568,339 43,503,203 21,910,265 43,503,188

11. Finance costs

Interest expense - borrowings 36,375,324 46,163,752 36,375,324 46,163,752
Interest expense - banking fees 4,123,004 3,001,126 4,123,004 3,001,126
Interest expense - intercompany payables - 1,258,643 - 1,258,643
Time value accretion on regulatory fine 22,352,019 25,712 853 22,352,019 25,712,853
Foreign exchange loss 4,419,296 55,405,908 4,419,296 55,405,683
Currency swap loss 69,825 - 69,825 -
Total finance costs 67,339,468 131,542,282 67,339,468 131,542,057
* See Note 5
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Group Company

2018 2017 2018 2017

N 000 N '000 N'G00 N '000
12. Employee costs
Employee costs
Salaries and wages 21,980,917 18,463,132 21,880,917 18,463,132
Post-employment benefits - Pension - Defined 1,561,762 1,344,731 1,561,762 1,344,731
contribution plan
Other staff costs 3,609,766 2,875,620 3,609,766 2,875,620

27,152,445 22,683,483 27,152,445 22,683,483

Other staff costs comprises of mortgage subsidy, long service award, termination benefits, reward and recognition, group life
insurance, medical expenses, etc.

12.1 Particulars relating to employees

Employees of the Group, other than directors, whose duties were wholly or mainly discharged in Nigeria received remuneration
(excluding pension contributions) in the following ranges:

Group Company
2018 2017 2018 2017

N1,900,001 - N2,500,000 109 45 109 45,
N2,500,001 - N'3,500,000 35 23 35 23
N3,500,001 - N4,500,000 - 113 123 113 123
N4,500,001 - N5,500,000 214 272 214 272
N5,500,001 - N6,500,000 194 197 194 197
N6,500,001 - N7,500,000 174 126 174 126
N7,500,001 - N8,500,000 a0 120 a0 120
N8,500,001 - N9,500,000 101 84 101 84
N9,500,001 - N10,500,000 a7 116 97 116
N10,500,001 - N1,500,000 108 82 108 82
N11,500,001 - N12,500,000 69 57 69 57
Over - N12,500,000 394 308 394 306

1,698 1,551 1,698 1,551

12.2 The year end number of full time persons employed by the Group was as follows:

CEO's Office 41 25 41 25
Corporate Services 41 44 41 44
Customer Relations 270 266 270 266
Finance 288 286 288 286
Human Resources 659 55 59 55
Information Systems 108 g5 105 85
Business Risk Management - 24 - 24
Marketing 104 82 104 92
Network Greup 364 362 364 362
Sales and Distribution 211 161 211 161
Enterprise Solutions 147 141 147 141
Legal Services 18 - 18 -
Internal Audit & Fraud Management 19 - 19 -
Risk & Compliance 31 - 31 -

1,698 1,551 1,698 1,551
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12. Employee costs (continued)

Group Company
2018 2017 2018 2017
N '000 N ‘000 N ‘000 N'000
12.3 Remuneration was paid in respect of directors of the Group as follows:
Directors' emoluments:
Fees (non-executive directors) 60,923 26,293 60,923 26,293
Other emoluments (non-executive directors) 278,261 62,757 278,261 62,757
Emeluments (executive directors) 571,430 302,380 571,430 302,380
910,614 391,430 910,614 391,430
The directors' remuneration shown above includes:
Chairman's remuneration 34,065 12,210 34,065 12,210
Highest paid director 571,430 302,380 571,430 302,380
The emoluments of all other directors fall within the
following ranges:
Nil 8 6 6 6
Above N5,000,000 7 7 7 7
Group Company
2018 2017 2018 2017
N ‘000 N '000 N '000 N '000
13. Other operating expenses
Profit on disposal of property, plant and equipment {456,858) (434,384} (456,858) (434,384)
Loss/{profit) on disposal of assets held for sale 7,169 (1,544} 7.169 (1,544)
Bad debt written off/(reversal of bad debt written off) 7,746,898 {2,520} 7,746,808 (2,520)
Directors’ emoluments 910,614 391,430 810,614 391,430
Fixed assets written off 447 628,462 447 628,462
Information Technology Development Levy and MTN 3,737,082 1,940,538 3,737,082 1,940,538
Foundation
Insurance cost 1,641,847 1,646,061 1,641,847 1,646,061
Audit fees 270,992 196,452 255,992 181,452
Professional fees 28475146 30,018,022 28,590,457 29,368,014
Maintenance cosis 13,123,184 11,424,007 13,123,184 11,423,531
Rent, rates, ufilities and other office running cost 6,489 475 5,661,678 6,449,060 5,704,481
Trainings, travels and entertainment cost 2,570,701 2,757,997 2,670,501 2,743,433
Other expenses 951,906 1,398,031 849,876 2,069,972
Trading inventory write off 1,350,954 99,692 1,350,954 99,692
87,799,557 55,721,922 66,777,223 55,758,618

Other expenses includes bank charges, subscriptions, office refreshments, security costs, efe.
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Group Company
2018 2017 2018 2017
Restated * Restated *
N ‘000 N '000 N 000 N 'c00
14. Direct network operating costs
Regulatory fees 27,203,234 23,282,127 27,138,856 23,232,335
Annual Numbering Plan 1,164,030 1,281,057 977,025 943,741
BTS leases 233,223,823 203,253,094 233,222,153 203,195,199
Network Maintenance 43,928,001 40,542,709 43,906,546 41,218,022
305,519,088 268,358,987 305,244,580 268,589,297

15. Taxation
Analysis of tax expense for the year
Current
Company income tax 46,659,079 30,064,744 46,403,534 29,549,556
Local income tax - recognised in current tax for prior - (2,422,067) - (2,422,067)
periods
Education tax 6,808,057 5,812,374 6,891,950 5,812,374
Capital gains tax 38 2,605 38 2,605
Penalty for late filing 118 - - -
Impact of IFRS 15 adjustments - 267,874 - 267,874

53,567,289 33,725,530 53,285,522 33,210,342
Deferred
Deferred tax 22,089,458 (6,906,083) 23,598,800 (5,396,741)

75,656,747 26,819,447 76,894,322 27,813,601

Tax rate reconciliation

The table below explains the differences between the expected tax expense on continuing operations, at the Nigerian statutory
tax rate of 30% (2017: 30%) and the Company's total tax expense for each year,

The income tax charge for the year is reconciled to the effective rate of taxation in Nigeria as follows:

Profit before tax
Taxation

Actual tax rate
Applicable tax rate

Exempt income

Prior year tax (over)/under provision
Capital gains tax

Investment allowance

Expenses not allowed

Impact of IFRS 15 adjustments
Education tax

221,342,648 107,889,668 225524,876 111,325,657
(75,656,747) (26,819,447} (76,894,322) (27.813.601)
34.18 % 24.86 % 34.10 % 24.98 %
30.00 % 30.00 % 30.00 % 30.00 %
(1.43)% (6.74)% {1.40)% (6.53)%
(1.10)% (5.93)% (1.08)% (5.69)%

=% 0.05 % - % {0.04Y%

(2.48)% (5.64)% (2.43)% (5.47Y%
5.50 % B.42 % 5.40 % 8.15 %

- % 0.02 % - % 0.05 %

3.69 % 4.68 % 3.62 % 451 %
34.18 % 24.86 % 3410 % 24.98 %

The Group is regarded as tax resident in Nigeria in line with the provisions of the Companies Income Tax Act and as such

taxable in Nigeria.

* See Note 5
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MTN Nigeria Communications Limited

Consolidated and separate financial statements for the year ended 31 Pecember 2018

Notes to the consolidated and separate financial statements

16. Property and equipment (continued)

Reallocation relates to assets moved from capital work in progress to network infrastructure and other categories of
property, plant and equipment and assets reclassified from property, plant and equipment to intangible assets,

Reclassifications relate o tangible assets initially capitalised but later expensed in the statement of profit or loss due to

materiality threshold.

Write- offs relate to fully depreciated assets written off during the year.

Capital work-in-progress

These are various capital work-in-progress projects under way within the Group.

Impairment losses recognised in the year

The impairment of NO.76billion (2017: impairment reversal of N0.72 billion) relates to network infrastructure inventory items

impaired due to technological obsolescence.
Property, plant and equipment - [eased

Group

Cost

Balance at 1 January 2017

Balance at 31 December 2017

Balance at 31 December 2018

Accumulated depreciation and impairment
Balance at 1 January 2017

Charge for the year

Balance at 31 December 2017
Charge for the year

Balance at 31 December 2018
Carrying amount

Balance as at 31 December 2018
Balance as at 31 December 2017

Network Total
infrastructure

N'000 N'¢Q0
1,580,636 1,580,636
1,680,636 1,580,636
1,680,636 1,580,636
1,513,778 1,513,779
32,809 32,809
1,546,588 1,546,588
32,753 32,753
1,579,341 1,579,341
1,295 1,295
34,048 34,048
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MTN Nigeria Communications Limited

Consolidated and separate financial statements for the year ended 31 December 2018

Notes to the consolidated and separate financial statements

16. Property and equipment (continued}

Company

Cost

Balance at 1 January 2017
Balance at 31 December 2017
Balance at 31 December 2018

Accumulated depreciation and impairment
Balance at 1 January 2017
Charge for the year

Balance at 31 December 2017
Charge for the year

Balance at 31 December 2018
Carrying amount

Balance as at 31 December 2018
Balance as at 31 December 2017

Network
infrastructure
N'0GO

1,580,636

Total

N'00C

1,580,638

1,580,636

1,680,636

1,580,636

1,580,636

1,513,779
32,809

1,513,779
32,809

1,546,588
32,783

1,546,588
32,753

1,579,341

1,579,341

1,295

1,285

34,048

34,048

MTN Nigeria entered into a revenue share agreement with Huawei Technologies for the provision of Ring Back Tone {RBT)
Caller Tunez service. The agreement commenced in 2010 and is for a period of 8 years. The arrangement did nof take the
legal form of a lease but conveyed the right to use asset (RBT system) in return for a payment or series of payments. In line
with the provisions of IAS 17 Leases, the arrangement was treated as & finance lease. Upon the expiry of the revenue sharing
period in 2018, the ownership right of the RBT system shall automatically transfer to MTN Nigeria, The RBT system is

depreciated over the fease term.

a7



MTN Nigeria Communications Limited
Consolidated and separate financial statements for the year ended 31 December 2018

Notes to the consolidated and separate financial statements

17. Intangible assets

Group

Cost

Balance at 1 January 2017
Additions

Reallocation
Reclassifications
Write-offs

Balance at 31 December 2017
Addition

Disposal

Reallocation

Write-offs

Balance at 31 December 2018

Accumulated amortisation

Balance at 1 January 2017
Charge for the year
Write-offs

Balance at 31 December 2017
Charge for the year

Disposal

Write-offs

Balance at 31 December 2018

Carrying amount

Balance as at 31 December 2018

Balance as at 31 December 2017

Goodwill Software Licences Total
N'000 N'00D N'G0Q N'000
10,016,038 65423510 178,937,052 254 376,601
- 10,319,690 349,600 10,669,290
- 3,100,082 - 3,100,082
- (6,820) - (6,820}
- {369,419) (699,297) (1,068,718}
10,016,038 78,467,043 178,587,355 267,070,437
- 9,887,584 - 9,887,584
- {1,004) - {1.004)
- 7.578,735 - 7,678,735
- (44,579,406) (400,001) (44,979,407)
10,016,039 51,352,952 178,187,354 239,556,345
Goodwill Software Licences Total
N'000 N'000 N'0G0 N'000
- 49673479 63315006 112,888,485
- 10,499,966 16,148,693 25,648,659
- {368,419) 699,297y  {1,068,716)
- 59,704,026 78,764,402 138,468,428
- 11,432,779 15,267,402 26,700,181
- {1,004) - (1,004)
- (44,579,382) (400,001) (44,679,383)
- 26,556,419 93,631,803 120,188,222
10,016,038 24,796,533 84,555,551 119,368,123
i0,016,039 18,763,017 99,822,953 128,602,009
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MTN Nigeria Communications Limited
Consolidated and separate financial statements for the year ended 31 December 2018

Notes to the consolidated and separate financial statements

17. Intangible assets (continued)

Company

Software Licences Total

N'000 N'000 N'000

Cost
Balance at 1 January 2017 65,423,510 129,786,857 195,210,367
Additions 10,319,690 - 10,318,690
Reazliccation 3,100,082 - 3,900,082
Reclassifications {6,820) - (6,820)
Write-offs (369,419) (355,581}  (725,000)
Balance at 31 December 2017 78,467,043 129,431,276 207,898,319
Addition 9,887,684 - 9,887,584
Disposal (1,004} - {1,004)
Reaflocation 7,578,735 - 7,578,735
Write-off {44,579,406} - (44,579,406}
Balance at 31 December 2018 51,352,952 128,431,276 180,784,228
Accumulated amortisation
Balance at 1 January 2017 49,573,479 56,766,283 106,339,762
Charge for the year 10,499,856 10,795,373 21,285,339
Wirite-offs (369,419) (355,581)  (725,000)
Balance at 31 December 2017 58,704,026 67,206,075 126,910,101
Charge for the year 11,432,779 9,914,083 21,346,862
Disposal (1,004) - {1,004)
Write-off (44,579,382) - {44,579,382)
Balance at 31 December 2018 26,556,41% 77,120,158 103,676,577
Carrying amount
Balance as at 31 December 2018 24,796,533 52,311,118 77,107,651
Balance as at 31 December 2017 18,763,017 62,225,201 80,988,218

The licences and software are not internally generated intangible assets and have a definite useful life.

Reallocation relates to items reclassified from/{to) property, plant and equipment to intangible assets.

Write- offs relate to fully depreciated assets written off during the year.

Goodwill relates o the acquistion of Visafone Communications Limited,

17.1 Goodwill impairment assessment

Goodwill arising on the acquisition of Visafone was tested for impairment in accordance with IAS 38. For this purpose, the
entire goodwill was allocated to the Visafone cash generafing units (CGU). The recoverable amount of the CGU was
determined based on fair value less cost fo sell obtained from an independent valuer.

The fair value was estimated using the market approach. This entailed estimating spectrum values based on international
average spectrum holdings per operator in other countries. The valuation method includes the spectrum auctions in active
markets, A spectrum auction will provide an indication of market prices in a competitive market, and will provide an
indication of market value of the auction prices of the spectrum range of 800 MHz.

The results were also benchmarked against worldwide auction results adjusted by Gross Domestic Product Purchasing
Power Parity (GDP PPP) to provide comparable results to the valuations preduced,

The calculated fair value exceeded the carrying amount of cash generating unit and no impairment was recognized in the
financial statements.

The level of the valuation within the fair value hierarchy is Level 3.
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MTN Nigeria Communications Limited
Consolidated and separate financial statements for the year ended 31 December 2018

Notes to the consolidated and separate financial statements

Group Company
2018 2017 2016 2018 2017 2016
N '000 N '000 N '000 N '000 N'000 N '000
19. Derivatives

Currency swap {14,152) 55,673 - (14,152) 55,673 -

Split between non-current and current portiens
Non-current assets - 55,673 - - 55,673 -
Non-current liabilities {14,152) - - (14,152) - -
(14,152} 55,673 - {14,152) 85,673 -

The Group uses derivative financial instruments such as currency swap to hedge its foreign currency risks. Such derivative

financial instruments are initially recognised a

t fair value on the date which a derivative contract is entered into and are

subsequently remeasured at fair value. Derivatives are carried as financial assets when the fair value is positive and as
financial liabilities when the fair value is negative. All gains and losses from changes in the fair value of derivatives that do not
qualify for hedge accounting are recognised immediately in profit or loss as finance income or cost.

20. Assets held for sale

Group Company
2018 2017 1 January 2018 2017 1 January
2017 2017
N '000 N'000 N'000 N '000 N 000 N '000
Balance at 1 January 174 7.229 134,067 174 7,229 134,067
Writeback of impairment of assets 6,996 - 202,841 6,996 - 202,841
held for sale
7,170 7,229 336,908 7,170 7.229 336,908
Less: Disposal of assets held for {(7.170) (7,055) (329,679) (7.170) {7.,055) (329,679)
sale
Balance at 31 December - 174 7,229 - 174 7,229

The impairment of assets held for sale (motor vehicles) was reversed as the realised amount from its disposal exceeded the

carrying amount.

21. Inventories

Handsets and accessories 1,472,329 2,770,388 1,066,743 1,479,059 2777122 1,073,471
Airtime cards - 5,655 78 - 5,655 78
Starter packs 1,600,467 5927122 8,507,535 1,600,467 5,827,122 8,507,535
3,072,796 8,703,065 9,574,356 3,079,526 8,709,798 9,581,084
Inventories (write-downs) (1,534,030) {2,973,1686) {413,925) (1,534,030} (2,973,166) (413,925)
1,538,766 5,729,899 9,160,431 1,545,496 5,736,633 9,167,159
Reconciliation of inventory write-
down
At beginning of year (2,973,166} {413,925) (72,418) (2,973,166) (413,925) (72,418)
Additions (2,277,878} (2,658,933}  (341,507) (2,277,878) (2,658,933) (341,507}
Utilised 1,350,954 99,692 - 1,350,954 09,692 -
Unused reversed 2,366,060 - - 2,366,060 - -
At end of year (1,534,030) (2,973,166} {413,925) (1,534,030) (2,973,166} {413,925}
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Group Company
2018 2017 1 January 2018 2017 1 January
2017 2017
Restated * Restated Restated* Restated >
N 000 N '000 N '000 NG00 N 'C00 N 000
22, Trade and other receivables
Financial instruments:
Trade receivables 32,790,123 35,636,277 31,995,662 32,110,807 34,277,844 30,007,895
Trade receivables - related parties 6,821,267 6,410,310 5,045,500 6,821,267 6,689,420 6,184,444
Allowance for expected credit losses {15,338,739)  (24,044,339) (18,450,877} (14,761,742) (23,672263) (18,078,801}
Trade receivables at amortised cost 24,272,651 18,002,248 18,580,275 24,170,432 17,305,001 18,113,538
Sundry receivables and advances 268,265 250,659 4,273,181 268,288 250,682 4,273,204
Other receivables® 4,721,131 9,415,665 9,522,511 4,692,691 9,309,727 9,267,442
Non-financial instruments:
Prepayments™™ 25,082,062 19,439,980 25,613,928 25,080,863 19,438,781 25,612,730
Less: non current prepayments {15,726,885) {13,683,216) {18,449,756) (15,726,985) (13,683,216} (18,448,756)
Total trade and other receivables - current 38,617,124 33,425,336 39,550,140 38,485,289 32,620,875 38,817,158

Impairment reversalfioss) of N8,76 billion (31 Decernber 2017 N(5.60) billion} for Group and N8.83 billion (31 December 2017 N(5.60) biflion}
for Company was booked in the current year, and this amount is stated on the statement of profit or loss.

The Group's exposure to currency fisk and credit risk and impairment losses related to trade and other receivables are disclosed in note 43.6.2

and 43.4 respectively.

The carrying value of trade and other receivables materially approximates the fair value because of the short period to maturity.

*Other receivables includes withholding tax receivables.

“Prapayments relate to rent payments for BTS sites, other property leases and Indefeasible Right of Use {IRU).

Reconciliation of loss allowances

The following table shows the movement in the loss allowance (lifetime expected credit losses) for trade and other receivables:

Opening balance as previously
presented
Effect of IFRS 8 application

1 Janiuary 2018 restated opening
balance

Increase in loss allowance
recognised in profit or loss
Recelvables written off during the
year as uncollectible

Unused reversed

Closing balance

(24,044,339) (18450,877) (18,704,442) (23,672,263) (18,078,801) (18,332,367}
(82,348) - - (82,348) - -
(24,126,687) (18,450,877) (18,704,442} (23,754,611} (18,078,801) (18,332,367)
{2,461,352) (5,595,982} - (2,256,431} (5,595,982) -
7,746,838 - - 7,746,898 - -
3,502,402 2,520 253,565 3,502,402 2,520 253,566
(15,338,739)  (24,044,339) (18,450,877) (14,761,742) (23,672,263) (18,078,801)
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23. Current investments

Group Company
2018 2017 1 January 2017 2018 2017 1 January
2017
N ‘000 N 000 N'000 N '000 N '000 N '000
Treasury bills at fair value through profit and koss 1,302,198 8,922,652 21,301,925 1,302,198 8,922,662 21,301,825
Treasury bills at fair vatue through other 434,066 5,970,842 6,426,818 434,066 9,970,842 6,426,819
comprehensive income
Treasury bills at amortised cost 56,080,918 42,641,311 115,947,851 56,080,918 42,641,311 115,047,851
US dollar deposits with interest rates of 7% to 7,651,077 9,543,790 7,760,862 1.6581,077 9,543,790 7,760,862

8% at amortised cost

65,468,259 71,078,495 151,437,457 65,468,250 71,078,496 151,437,457

24. Restricted cash

Restricted cash deposils 37,219,023 41,617,634 17,260,604 37,169,023 41,617,634 17,260,604

Restricted cash represents deposits with banks to secure Letters of Credit and collateral against repayment on barrowings. Also included in
restricted cash is the retention fee on purchase of Visafone Communications Limited. It also includes the placement of minimum capital with
Central Bank of Nigeria (CBN) for Payment Service Bank license.

25, Cash and cash equivalents

Cash and cash equivalents consist of:

Bank balances 25,811,748 28,764,964 41,419,033 25,806,185 28,246,974 41,096,049
Short-term deposits 27,200,000 60,800,000 104,950,000 27,200,000 60,800,000 104,950,000

53,011,748 89,564,964 146,369,033 52,806,185 89,046,974 146,046,049
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Group Company

2018 2017 2016 2018 2017 2016
N '000 N'000 N '000 N '000 N ‘000 N '000

26. Share capital

Authorised

500,000,000 ordinary shares of N1 each 500,600 500,000 500,000 500,000 500,000 500,000
4,500,000 "B" ordinary shares of N1 each 4,500 4,500 4,500 4,500 4,500 4,500
402,590,263 preference shares of US$0.005¢ 239,420 239,420 239,420 239,420 239,420 239,420
each

743,920 743,920 743,920 743,920 743,920 743,920

Issued and fully paid

402,580,263(December 2017 :402,590,263) 402,590 402,590 402,590 402,590 402,500 402,590
ordinary shares of N1 each
4,500,000 (December 2017 :4,500,000 ) "B" 4,500 4,500 4,500 4,500 4,500 4,500
ordinary shares of N 1 each
402,590,263 (December 2017 :402,5690,263) 239,420 239,420 239,420 239,420 239,420 239,420

preference shares of US$ 0.005c each

646,510 646,510 646,51¢ 646,510 646,510 546,510

The 'B' ordinary shares were issued to MTN International (Mauritius) Limited in 2006, and carry the same rights and privileges
as the ordinary shares.

There are no restriction, rights and preferences including restrictions on dividend distributions attached to ordinary shares.
The preference shares are redeemable preference shares.

27. Share premium

4,500,000 "B" ordinary shares of N 3,778.89 each 17,009,500 17,009,500 17,008,500 17,009,500 17,009,500 17,009,300

138,960 ordinary shares at N 1,488.15 each 206,793 206,793 208,793 208,793 206,793 206,793
402,590,263 US$ 0.005¢ Preference shares at 47,282 173 47,282173 47,282,173 47,282,173 47,282 173 47,282,173
$0.987c each

64,498,466 64,498,466 64,498,466 64,498,466 64,498,466 64,498,466
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28. Borrowings

Unsecured Group Company Denominated Description of Type of Effective Remaining
currency borrowing interest interest repayment
charged details -
31 December 31 December
2018 2018
N '000 N '000 %
85,289,168 85,289,168 NGN Local Syndicated Floating 14.95 2 equal semi-
Facility annual
instalments
9,007,985 9,007,985 usp Chinese Floating 5.56 3 equal semi-
syndicated annual
equipment finance instalments
(G)
9,885,306 9,885,306 uso RMB foreign Floating 5.683 1 equal semi-
currency facility annual
(E) instalments
8,919,616 8,919,616 usbD KFW egquipment Floating 3.56 2 equal semi-
finance {F1 & F3) annual
instalments
5,946,411 5,946,411 usp KFW equipment Fixed 1.67 2 equal semi-
finance (F2} annual
instalments
26,973,939 26,973,939 usD Credit Suisse Floating 8.38 8 equal semi-
(Buyer's Credit annual
Facility) instalments
21,152,327 21,152,327 UsD KIW/Citi Bank Floating 3.71 7 equal semi-
(Buyer's Credit annual
Facility) instalments
8,139,486 8,139,486 usD Import and Trade Floating 6.50 & months
Finance (Usance) revolving
line with local
banks

Total unsecured 175,314,238 175,314,238
borrowings
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28. Borrowings {continued)

Unsecured Group Company Denominated Description of Type of Effective Remaining
currency borrowing interest interest repayment
charged details
31 December 31 December
2017 2017
N ‘000 N '000 %
125,641,792 125,641,792 NGN Loca! Syndicated Floating 21.44 4 equal semi-
Facility annual instalments
14,650,616 14,650,616 uso Chinese Floating 4.50 5 equal semi-
syndicated annual instalments
equipment finance
©)
29,398,289 29,398,289 ush RMB foreign Floating 4.41 3 equal semi-
currency facility annual instalments
(E)
17,668,179 17,668,179 ush KFW equipment Floating 2.51 4 equal semi-
finance (F1 & F3) annual instalments
11,778,786 11,778,786 usD KFW equipment Fixed 1.67 4 equal semi-
finance (F2) annual Instalments
25,028,387 25,028,387 usp Credit Suisse Floating 7.18 8 equal semi-
{Buyer's Credit annual instalments
Facility)
27,038,924 27,038,924 Uso KW/Citi Bank Floating 2.61 9 equal semi-
(Buyer's Credit annual instaiments
Facility)
4,160,170 4,160,170 UsD import and Trade Floating 5.92 6 months
Finance {(Usance) revolving
line with local
banks
Total unsecured 255,365,143 255,365,143
borrowings
Unsecured Group Company Denominated Description of Type of  Effective Remaining
currensy borrowing interest interest repayment details
charged
31 December 31 December
2016 2016
N '000 N '000 %
188,238,335 188,238,335 NGN Local currency Floating 20.34 6 equal semi-
facility annual instalments
18,662,393 18,562,393 Usp Chinese Floating 4.02 & equal semi-
syndicated annual instalments
equipment finance
{G)
43,650,543 43,650,543 uspo RMB foreign Floating 461 5 equal semi-
currency facility annual instalments
(E)
23,631,807 23,631,807 UsD KFW equipment Floating 2.25 6 equal semi-
finance (F1 & F3}) annual instalments
15,754,538 15,754,538 usD KFW equipment Fixed 1.67 7 equal semi-
finance (F2) annual instalments
Tota! unsecured 289,837,616 289,837,616

borrowings
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28. Borrowings (continued)

The maturity of the locan is as follows:
Payable within one year {included in
current liabilities)

More than one year but not
exceeding two years

More than twa years but not
axceeding five years

Amounts included in non-current
liabilities

The Company has the following
undrawn facitities:

Floating rate

Fixed rate

The carrying amounts of the
Company's borrowings are
denaminated in the following
currencies:

US Dailar
Nigerian Naira

28,1 Borrowings reconciliatfon

Balance at 1 January
Drawdown

Repayment

Prepaid borrowing cost
Accrued interest
Revaluation loss

Balance at 31 December

Group Company
2018 2017 1 Janhuary 2017 2018 2017 1 January 2017
N'000 N '000 N 000 N '000 N '000 N'000
143,875,889 119,820,228 100,054,289 143,875,889 119,820,228 100,064,288
12,762,693 107,393,556 97,759,207 12,762,693 107,393,556 97,759,207
18,675,656 28,151,359 92,024,120 18,675,656 28,151,359 92,024,120
31,438,349 135,544,915 189,783,327 31,438,349 135,644,915 189,783,327
14,573,480 212,075,477 47,250,000 14,573,480 212,075,477 47,250,000
- 38,247,982 - - 38,247,982 -
14,573,480 250,323,459 47,250,000 14,573,480 250,323,459 47,250,000
85,289,168 129,723,351 101,559,261 85,289,168 129,723,351 101,599,281
90,025,07C 125,641,792 188,238,335 90,025,070 125,641,792 188,238,335
175,314,238 255,365,143 289,837,616 175,314,238 255,365,143 289,837,616
265,365,143 289,837,616 336,800,014 255,365,143 289,837,616 336,800,014
136,339,156 50,516,108 - 136,339,156 50,516,108 -
{216,275,998) (106,889,704} (91,943,983}  (216,275,998) (106,889,704)  (91,943,983)
512,722 - - 512,722 - -
(1,237,813} 1,428,628 1,673,411 (1,237,813} 1,428,628 1,573,411
611,028 20,472,495 43,408,174 611,028 20,472,485 43,408,174
175,314,238 255,365,143 289,837,616 175,314,238 255,365,143 289,837,616
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28. Borrowings (continuad)
28.2 Summary of borrowing arrangements

MTN Nigeria has a loan portfolio with a consortium of local banks, foreign banks and export development agencies. The details
of the facilities are as follows:

Local Facility - This is a N329.25 billion local currency term loan maturing November 2019, ltis a variable interest loan, linked
to average 3-Month NIBOR plus a margin of 1%. The total of amount has been drawn, with the balance of N47.25 billion drawn
in Margh 2018. The loan is repayable in nine (9) equal semi-annual instalments from November 2015 to November 2018,

As at 31 December 2018, the outstanding principal balance on the facility is N86.29 billion.

Local Facility 2 - This is a N200 billion local currency term loan maturing in 2019. It is a variable interest loan, linked to
average 3-Month NIBOR plus a margin of 1.5%.

As at 31 December 2018, the total amount of N200 billion is yet to be drawn.

Foreign_Facility E - USD 280 million International Syndicated Commercial Loan. The facility is in the form of a foreign
currency ferm loan with a seven-year tenor which was agreed with a consortium of foreign lenders with FirstRand Bank Ltd as
the principal lender (and Lenders’ Agent). The Facility has been fully drawn, USD 100 million in July and USD 180 million in
October 2013. Repayment, In 10 equal semi-annual instalments, commenced in October 2014. Facility £ is also a variable
interest loan, linked to 6-Month LIBOR, plus a margin of 2.85%.

The outstanding balance as at 31 December 2018 is USD 28 million.

Foreign_Facility F = USD 300 million Export Credit Agency Backed Facility from KIW-IPEX Bank. This is a Medium Term
Facility from KN-lpex Bank of Germany ("KfW"). The facility is in three tranches {F1, F2 and F3) of USD 118 million, USD 100
millien and USD 82 million, respectively:

Facility F1 and F3- The combined amount is USD 200 million with thirteen {13) and eleven {11) equal principal repayments,
respectively. F1 and F3 are variable interest loan facilities linked to the 6-Month LIBOR plus a 1.05% margin. The principal
repayment of F1 commenced in August 2013, while that of F3 commenced August, 2014.

As at 31 December 2018 the outstanding amounts for F1 and F3 are USD 18.15 million and USD 7.29 million respectively.

Facility F2- A Swedish Export Credit Agency \ Kfw Buyer's Credit Facility for USD 100 million at a fixed interest rate. A full draw
down of F2 was made in 2014. The principal repayment is in twelve (12) equal semi-annual instalments and this commenced in
February 2014, F2 was agreed at a fixed interest rate of 1.67%.

The F2 outstanding balance as at 31 December 2018 is USD 16.67 million.

Foreign Facility G — USD 300 million Chinese Banks' Syndicated Buyers Credit Facility. This is a variable interest Medium
Term Facility from a syndicate of three Chinese Banks which was agreed in April 2013. A total of USD 85,05 million was drawn
on the Facility. The principal repayment of ten (10) equal instalments commenced in July 2015, The Interest rate is linked to the
8-Month LIBOR plus a margin of 3.04%.

As at 31 December 2018 Facility G has an outstanding balance of USD 25.51 million,

Foreign Facility H — USD 329 million Export Credit Agency Backed Facility from KfW-IPEX Bank and Citiank. This is a
Medium Term Eacility from Kfw-Ipex Bank of Germany (*KiW") and Citibrank London Branch. The facility is in three tranches
tH1, H2 and H3) of USD 103 million, USD 106 million and LISD 120 million, respectively:

A total drawdown of USD 87.6 million has been made on H1 as at 31 December 2018 while the availability periods for drawing
on both H2 and H3 has expired. Facility M1 and H2 have 10 equal principal repayments which commenced September 2017.
Facility H3 is designed to have 9 equal instalments, commencing March 2018, H1 and H3 are variable interest loan facilities
linked to the 6-Month LIBOR plis a 1.15% margin, while H2 is a fixed interest rate loan at 2.18% p.a.

The outstanding balance as at 31 December 2018 is USD 59.9 million,
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28. Borrowings (continued)

Foreian Facility J — This contains Eacilities J and J1 in the sum of USD 30 million and USD 84 million, respectively. Jis a
Buyer's Credit Facility from Credit Suisse AG, London Branch while J1 is a Chinese Banks' Syndicated Buyer's Credit Facility
from Credit Suisse AG, Londan Branch and China Export-mport Bank. Both J and J1 are floating interest rate Facilities at
LIBOR plus a margin of 5.5%. Full drawdown has been made on J while a total of USD 57.32 million has been drawn on J1.
The two Facilities are repayable in 8 equal instaiments commencing August 2018.

As at 31 December 2018, both J and J1 have a combined outstanding balance of USD 76.4 milfion.
In securing the facilities, MTN Nigeria has made a negative pledge over all existing and future assets to the lenders. The

negative pledge signifies that MTN Nigeria has agreed not to deplete its assets via sales, collateral and transfer to anyone
except the group of lenders, subject to a permitted amount. No other security has been provided.

29. Trade and cother payables

Group Company
2018 2017 1 January 2017 2018 2017 1 January 2017
Restated * Restated * Restated * Restated *
N '000 N '000 N '000 N'C00 N '000 N ‘000

Trade payables 18,607,909 28,214,501 75,656,793 17,698,675 25,150,640 71,552,104
Trade payables - related parties 39,652,033 28,229,643 46,683,357 39,652,033 28,229,643 46,683,357
Sundry payables 1,229,176 1,876,507 1,806,924 1,121,150 1,768,480 1,798,897
Other accrued expenses 140,869,024 171,486,861 112,107,680 139,927,596 170,673,360 111,074,846
Other payables 13,357,067 16,183,701 198,213,116 12,655,547 15,694,555 18,853,517

213,715,209 245,991,213 255,567,870 211,055,001 241,516,678 249,962,721
30. Regulatory fine liability
Balance at 1 January 192,775,764 197,062,911 275,073,747 192,775,764 197,062,911 275,073,747
Reversal for the year - - (20,383,675) - - {20,383,675)
Time value accretion 22,352,019 25,712,853 22,372,839 22,352,019 25,712,853 22,372,839
Payment (110,000,000) {30,000,000) (80,000,000) (110,000,000} (30,000,000) -
Balance at 31 December 105,127,783 192,775,764 197,062,911 105,127,783 192,775,764 197,062,911
Current portion (105,127,783} (101,118,141} (29,002,060)  {105,127,783) {1 01,119,141%) (29,002,060}
Non-current portion - 91,656,623 168,060,851 - 91,656,623 168,060,851
34. Contract acquisition costs
COpening balance 3,411,568 4,314,693 - 3,411,568 4,314,693 -
Additions 2,830,395 1,674,738 41,037,129 2,830,395 1,674,739 11,037,129
Amortised in the year (2,475,915} (2,677,864) (6,722,436) {2,475,915) (2,577,864} (6,722,436}
Net book value 3,766,048 3,411,568 4,314,693 3,766,048 3,411,568 4,314,693

* See note §
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Group Company
2018 27 1 January 2018 2017 1 January
2017 2017
Restated * Restated * Restated* Restated *
N '000 N'000 N '000 N '000 N '000 N ‘000
32. Contract liabilities (continued)
32. Contract liabilities
Contract liabilities 42,738,547 35,532,093 38,345,203 42,684,874 35488,217 38,309,068
42,738,547 35,532,003 38,345,203 42,684,874 35,489,217 38,309,068

Contract liability relates to payments received in
{SIM) cards. Contract iabilities are recognised a

voice, SMS, data and digital services and when the SIM cards are activated on the network.

advance from sales of recharge cards and on Subscriber ldentification Module
s revenue when the subscribers use the airtime for network services such as

Revenue recognized from contract liability at the beginning of the period for 31 December 2018 is N33.9 hillion (31 December

2017 N34.4 billion). The Group has elected the practica
performance obligations because the performance obligations relate to contrac

year or less.
33. Provisions

Reconciliation of provisions - Group - 2018

| expedient of not disclosing the transaction price of unsatisfied
ts that have an original expected duration of one

At beginning  Additions Utilised Reversed At end of year
of year during the during the
' year year
N '000 N '000 N ‘000 N 000 N '000
Restructuring provision 116,502 9,348 (122,664) (3,187} -
Decommissioning provision 70,048 - - (4,114) 65,934
Litigation provision 3,161,624 5,754,285 (1,277,676} (460,751) 7177482
Bonus provision 3,211,004 3,769,511 (3,555,738) - 3,424,777
Other provisions 6,703,779 10,031,673 {4,343,683)  (1,634,832) 10,756,937
13,262,957 19,564,818 {9,299,761) (2,102,884} 21,425/130
Reconciliation of provisions - Group - 2017
Atbeginning  Additions Utilised Reversed At end of year
of year during the during the
year year
N 000 N '000 N '000 N '000 N '000
Restructuring provision 1,259,862 950,396 {2,093,756) - 116,502
Decommissioning provision 210,196 58,704 (197,298} {1,554) 70,048
Litigation provision 740,020 2,421,604 - - 3,161,624
Bonus provision 2,666,294 2,615,801 (2,071,091) - 3,211,004
Other provisions 7,860,088 7,686,517 (4,810,711)  (4,032,115) 8,703,779
12,736,460 13,733,022 (9,172,856)  (4,033,669) 13,262,957
*seenote s
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33. Provisions (continued)

Reconciliation of provisions - Group - 2016

At beginning  Additions Utilised Reversed Atend of year
of year during the during the
year year
N ‘000 N 000 N '000 N '000 N 000
Restructuring provision 872,699 1,252,666 (865,503) - 1,259,862
Decommissioning provision 38,797 171,630 (231} - 210,196
Litigation provision 740,020 - - - 740,020
Bonus provision 2,652,608 2,667,014 {201,634) (2,451,694) 2,686,294
NGC fine provision 275,073,747 7826416  {50,000,000) (232,900,163) -
Other provisions 14,459,418 2,185,577 (144,835)  (8,640,073) 7,860,088

293,837,290 14,103,303 (51,212,203} (243,891,930) 12,736,460
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33. Provisions (continued)

Reconcifiation of provisions - Company - 2018

At the Additions Utilised Reversed Atend of year
beginning of during the during the
the year year year

N '000 N '000 N '000 N '000 N '000
Restructuring provision 116,502 9,349 (122,664} (3.187) -
Decommissioning provision 70,048 - - (4,114} 65,934
Litigation provision 3,161,624 5,754,285 {1,277,676) {460,751} 7,177,482
Bonus provisicn 3,211,004 3,769,511 (3,555,738) - 3,424,777
Other provisions 6,703,779 10,031,673 (4,343,683) (1,634,832) 10,756,937

13,262,957 19,564,818 (9,299,761}  (2,102,884) 21,425/130C

Reconciliation of provisions - Company - 2017

At beginning  Additions Utilised Reversed Atend of year
of year during the during the
year year
N 000 N 'COC N '000 N ‘000 N '000
Restructuring provision 1,259,862 950,396 (2,093,758) - 116,502
Decommissioning provision 210,196 58,704 (197,298) {1,554) 70,048
Litigation provision 740,020 2,421,604 - - 3,161,824
Bonus provision 2,666,294 2,815,801 (2,071,091} - 3,211,004
Other provisions 7,860,088 7,686,517 4,810,711y  (4,032,115) 6,703,779

12,736,460 13,733,022 (9,172,856)  (4,033,669) 13,262,957

Recongiliation of provisions - Company - 2016

At beginning  Additicns Utilised Reversed At end of year
of year during the during the
year year
N ‘000 N '000 N 000 N '000 N '000
Restructuring provision 872,699 1,252,666 (865,503) - 1,259,862
Decommissioning provision 38,797 171,630 (231} - 210,196
Litigation provision 740,020 - - - 740,020
Bonus provision 2,652,608 2,667,014 (201,634) (2,451,694} 2,666,294
NCC fine provision 275,073,747 7,826,416  (50,000,000) (232,900,163} -
Other provisions 14,459,419 2,185,577 {144,835) (8,640,073) 7,860,088

293,837,290 14,103,303 (51,212,203} (243,991,930) 12,736,460

Group Company
2018 2017 2016 2018 2017 2016
N'000 N '000 N '000 N '000 N '000 N'000
Non-current liabilities 65,934 70,048 210,146 65,934 70,048 210,196
Current liabilities 21,359,196 13,192,909 12,526,264 21,359,196 13,192,909 12,526,264

21,425,130 13,262,957 12,736,460 21,425,130 13,262,957 12,736,460
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33. Provisions (continued)
331 Bonus provision

The bonus provision consists of a performance-based bonus, which is determined by reference fo the overall Group
performance with regard to a set of predetermined key performance measures. Bonuses are payable annually after the Halding
Company annual resulis have been announced. Bonus provision is calculated as a percentage of employee's gross annual
income plus pension contribution based on the overal performance of the Group, the teams, divisions and the employees.

33.2  Decommissioning provision

This provision relates to the estimate of the cost of dismantling and removing an item of property, plant and equipment and
restoring the item and site on which the item is located to Its original condition.

33.3  Restructuring provision

This provision relates to pay-off to staff due to managed services initiative. The timing of settlement is dependent on when the
Group eventually exits the staff.

33.4  Litigation provision

This relates to cases between MTN Nigeria and various bodies such as: Abia State vs MTN Nigeria, Corporate
Communications Ltd v& MTN Nigeria, C-SOKA Nigeria Limited vs MTN Nigeria, Premium Sports vs MTN Nigeria & Media
Reach, arbitration between CALL FIX IT and MTN Nigeria etc. Timing is dependent on the outcome of court judgements in
respect of the litigation.

33.5  Other provisions

The Group is involved in various regulatory and tax matters. These matters may not necessarily be resolved in a manner that is
favourable to the Group, The Group has therefore recognised provisions in respect of these matters hased on estimates and
the probability of an outflow of economic benefits. BTS sites installation fees payable to different state governments and
government agencies is included in other provisions.
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34. Deferred tax

Group
Noh-current assets

31 December 2017
Temporary difference from provisions and
unrealised foreign exchange losses

Total deferred tax asset

31 December 2018
Temporary difference from provisions and
unrealised foreign exchange [osses

Total deferred tax asset

Non-current Liabilities

31 December 2017

Arising due to fair value adjustment on
business combination

Temporary differences from fixed asset

Total deferred tax liability

31 December 2018

Arising due to fair value adjustment on
business combination

Temporary differences from fixed asset

Total deferred tax liability

Net deferred tax liability
31 December 2017

31 December 2018

Company
Non-current assets

31 December 2017
Temporary difference from provisions and
unrealised foreign exchange losses

Total deferred tax asset

31 December 2018
Temporary difference from provisions and
unrealised foreign exchange losses

Total deferred tax asset

Non-current Liabilities
31 December 2017
Temporary differences from fixed asset

Total deferred tax liability

31 December 2018
Temporary differences from fixed asset

Total deferred tax liability

Net deferred tax liability
31 December 2017

31 Pecember 2018

At beginning Recognisedin Prior year Arising on At end of year
of year income reclass  consolidation
statement
N '000 N 000 N '000 N 000 N '000
8,413,187 17,240,152 - 25653,339
8,413,187 17,240,152 - 25,653,339
25,653,339  (25,653,339) - -
25,653,339 (25,653,339} - -
(12,074,733) - 1,509,342 (10,565,391)
(90,421,098) (11,843,411) - {102,264,507)
(102,485,828) (11,843,411) 1,509,342 (112,820,808}
(10,565,391) - 1,609,341 (9.056,050)
(102,264,507) 2,054,538 - (100,209,969)
(112,829,898} 2,054,538 1,609,341 (109,266,019)
{94,082,642) 5,396,741 1,509,342 (87,176,559)
(87,176,558) (23,598,801) 1,509,341 (109,266,019)
At beginning Recognised in Prior year Arising on At end of year

of year income reclass consolidation
statement
N'000 N ‘000 N '000 N '000 N 000
8,413,187 17,240,162 - 25,653,339
8,413,187 17,240,152 - 25,653,339
25,663,339  (25,653,339) - -
25653338 (25,653,339) - -
(90,402,524) (11,843,411) - (102,245,935)
(90,402,524} (11,843,411) - (102,245,935)
(102,245,935} 2,054,539 - {100,191,396)
(102,245,935) 2,054,538 - {100,191,396)
(81,989,337) 5,386,741 - (76,592,596)
(76,592,5096) (23,598,800} - {100,191,396)

The deferred tax assets and liabilities have been offset because the Group has a legally enforceable right to set off current
tax assets against current tax liabilities. They also relate to income taxes levied by the same taxation authority. Prior year
balances have been restated to reflect a net deferred tax liability position.
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35. Capital commitments

Group Company

2018 2M7 2018 2017

N ‘000 N'0G0 N'G00 N '000
Commitments for the acquisition of property, plant,
equipment and software
Contracted but not provided for 89,119,572 20,856,680 89,119,572 20,856,890
Authorised but not contracted for 86,251,509 142,407,129 86,251,509 142,407,129
Total commitments for property, plant, equipment 175,371,081 163,263,819 175,371,081 163,263,819

and software

Capital expenditure wil be funded from operating cash flows and where necessary by raising additional facilities.

36. Operating leases expense

Site build operating lease 233,023,799 203,126,032 233,023,799 203,126,032
Rent and utilities- non-network 1,960,762 1,624,428 1,960,762 1,624,428
Operating leases- equipment 245,256 {1,126} 245,256 {1,126}

235,229,817 204,749,334 235,229,817 204,749,334

Site build operating lease expense is included in direct network operating costs while rent and utilities- non-network and equipment operating
leases expenses are included in other operating expenses.

36.1 Operating lease commitments

At the year end the Group had outstanding operating leases commitments which fall due as follows:

Canceliable Nen-cancellable

2018 2017 2018 2017

N '000 N 000 N '000 N "000
Less than one year 15,639,023 13,875,188 245682,028 182,318,607

One to five years 50,815,860 55,500,752 982,728,112 703,552,771
More than five years - 3,468,797 1,409,913,664 1,216,213,050
66,454,883 72,844,737 2,638,323,804 2,102,084,428

The Group has lease agreements relating to the use of certain space on telecommunications towers under non-
cancellable/cancellable operating lease agreements. The leases have varying terms, escalation clauses and renewal rights.
Penaities are chargeable on certain leases should they be cancelled before the end of the agreement.

37. Current tax payable

Group Company
2018 2017 1 January 2017 2018 2017 1 January 2017
Restated * Restated * Restated * Restated *

N '¢G00 N '000 N '000 N '000 N'000 N 'G00
Opening balance 25,996,641 52,806,752 83,344,103 25,451,993 52,599,814 83,313,601
Provisions for the year - 46,659,079 30,064,744 41,572,826 46,403,534 29,549,556 41,396,390
company income tax
Provisions for the year - 6,908,057 5,812,374 5,870,543 6,891,950 5,812,374 5,870,543
education tax
Provisions for the year - a8 2,605 - 38 2,605 -
capital gains tax
Impact of IFRS 15 - 267,874 - - 257,874 -
adjustments
Penalty for late filing 115 - - - - -
Tax paid {21,269,927) (58,876,361} (80,258,773) {20,955,224) (58,698,883) (80,258,773}
Withholding tax credit (3,825,060) (1,668,836} {3,704,628) (3,825,060) {1,658,836) (3,704,628)
Reclassification (337,507) {444) 4,317,673 (299,697) (444) 4,317,673
Prior year (over)wunder - {2,422,067) 1,665,008 - {2,422,067) 1,665,008
provision
Closing balance 54,131,436 25,996,641 52,806,752 53,667,534 25,451,993 52,599,814

*seenote 5
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Group Company
2018 2017 2018 2017
Restated * Restated *

N '000 N '000 N '000 N ‘000
38. Cash generated from operations
Profit before taxation 221,342,648 107,889,668 225524876 111,325,657
Adjustments for:
Finance costs 67,339,468 131,542,282 67,339,468 131,542,087
Interest income {22,568,339) (43,503,203} (21,910,265) (43,503,188)
Depreciation 141,162,479 123,817,906 141,162,479 123,817,906
Amortisation of intanigble assets 26,700,181 26,648,659 21,346,862 21,295,339
Amortisation of confract cost 2,475,915 2,577,864 2,475,915 2,577,864
Fixed assets written off 447 628,462 447 628,462
Profit on disposals of property, ptant and equipment (456,858) {434,384) (456,858) {434,384)
Impairment/{Reversal of impairment) of property, plant and 758,926 {718,538) 758,926 {718,535)
equipment
Impairment losses recognised on initial application of IFRS 9 (82,348) - (82,348) -
Bad debts written off/{reversal of bad debts written off) 7,746,898 (2,520) 7,746,898 {2,520)
(Writeback of impairment)/Impairment of trade receivables (8,757,923) 5,585,982 (8,962,844) 5,585,982
(Writeback of impairmentyImpairment of other receivables (268,139) 5,499 (268,139) 5,499
Impairment of inventory 2,277,878 2,658,933 2,277,878 2,658,333
Loss on sale of assets held for sale 174 - 174 -
Movements in provisions 8,164,682 654,689 8,164,582 654,688
l.oss/(gain} on fair valuation of derivative 69,825 {65,673} 69,825 (55,673}
Changes in working capital:
Decrease in inventories 1,813,255 771,584 1,913,259 771,593
Increase in trade and other receivables {4,426,546) (18,236,610) (4,894,151} (18,165,231)
(Increase)/decrease in prepayments (2,043,769) 2,651,665 (2,043,769) 2,651,665
Decrease in trade and other payables (11,066,587) (54,708,283) (9,252,263) (53,228,069)
increase/(decrease) in contract liabilities 7,206,454 {2,813,110) 7,195,657 (2,819,851)

437,488,621 284,970,885 438,106,609 284,598,195

38. Contingencies

Contingent liabilities represent possible obligations that arise from past event whose existence will be confirmed only by the
oceurrence ar non-occurrence of uncertain future events not wholly within the control of the Group.

The Group has N22.71 billion (2017: N19.18 billion) contingent liabilities arising from claims and fitigations in the ordinary
course of business and the Group is defending these actions. These matters are currently being considered by various courts
and the timing of the judgements are unknown. In the opinion of the directors, which is based on advice from the legal
counsels, no material loss is expected to arise from these claims and litigations.

40. Earnings per share

Basic earnings per share

The Group's Eamings per share of N357.87 { 31 December 2017 : N198,15) is based on the profit for the year of N145.69
billion {31 December 2017 : N81.07 billion} and on 407,090,263 ordinary shares in issue at the end of the year (31 December
2017 : 407,090,263},

The Cempany's Earnings per share of N365.10 ( 31 December 2017 : N205.14) is based on the profit for the year of N148.63
billion (31 December 2017 : N83.51 billion) and on 407,090,263 ordinary shares in Issue at the end of the year (31 December
2017 : 407,0080,263).

Interim dividend of N38.61 billion {N94.85 per share) for the year ended 31 December 2018 (31 December 2017 : N50 billion}
was fully paid.

The Group has no potential dilutive shares as the issued preference shares are not convertible.

* See Note 5
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41. Foreign exchange exposure

Included in the Group statement of financial position are the following amounts denominated in currencies other than the
functional currency of the Group:

Group
31 December 2018 United States British Pound Euro South African Total
Dollar Sterling Rand
N 000 N ‘000 N '000 N ‘0090 N '¢00
Assets
Current assets
Trade and other receivables 7,243,240 - 1,593,810 - 8,837,050
Current investments 7,651,077 - - - 7,651,077
Restricted cash 24,933,524 - - - 24,033,524
Cash and cash equivalents 1,291,585 6,849 - - 1,298,534
41,119,428 6,949 1,693,810 - 42,720,185
Liabilities
Current liabilities
Trade and other payables 87,873,489 37,648 3,846,617 54,932 91,812,685
Borrowings 57,488,582 - - - 57,488,582
145,362,071 37,648 3,846,617 54,932 149,301,268
Non-current liabilities
Borrowings 32,536,488 - - - 32,536,488
32,536,488 - - - 32,536,488
Total liabilities 177,898,559 37,648 3,846,617 54,932 181,837,756
31 December 2017
Assets
Current assefs
Trade and other receivables 6,046,571 - 16,379 - 6,062,950
Current investments 9,543,790 - - - 9,543,790
Restricted cash 12,993,970 - - - 12,993,970
Cash and cash equivalents 970,166 2,315 - - 972,481
29,554,497 2,315 16,379 - 29,573,191
Liabilities
Current liabilities
Trade and other payables 126,375,960 7,822 1,666,041 3,658 128,053,481
Borrowings 56,723,912 - - - 56,723,912
183,009,872 7.822 1,666,041 3,658 184,777,393
Nen-current liabilities
Borrowings 72,999,438 - - - 72,999,439
72,999,438 - - - 72,999,439
Total liabilities 256,099,311 7,822 1,666,041 3,668 257,776,832
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41. Foreign exchange exposure (continued)

Company
31 December 2018

Assets

Current assets

Trade and other receivables
Current investments
Restricted cash

Cash and cash equivalents

Liabilities

Current liabilities

Trade and other payables
Borrowings

Non-current liabilities
Borrowings

Total liabilities

31 December 2017

Assets

Current assets

Trade and other receivables
Current investments
Restricted cash

Cash and cash eqguivalents

Liabilities

Current liabilities

Trade and other payables
Borrowings

Non-current liabilities
Borrowings

Total liahilities

United States British Pound Euro South African Total
Dollar Sterling Rand

N 000 N 000 N 000 N ‘000 N 000
7.243,240 - 1,593,810 - 8,837,050
7,651,077 - - - 7,661,077
24 933 524 - - - 24 933,524
1,281,585 6,949 - - 1,298,534
41,119,426 6,049 1,503,810 - 42,720,185
B7,873,489 37,648 3,846,617 54,932 91,812,685
57,488,582 - - - 57,488,582
145,362,071 37,648 3,846,617 54,932 149,301,268
32,636,488 - - - 32,536,488
32,536,488 - - - 32,636,488
177,898,559 37,648 3,846,817 54,932 181,837,756
6,046,571 - 16,379 - 6,082,950
9,543,790 - - - 9,543,790
12,993,970 - - - 12,993,970
970,166 2,315 - - 972,481
29,554,497 2315 16,379 - 29,573,191
126,375,960 7,822 1,666,041 3,658 128,053,481
56,723,912 - - - bB§,723912
183,009,872 7.822 1,666,041 3,656 184,777,393
72,989,438 - - - 72,899,439
72,999,439 - - - 72,999,438
256,099,311 7,822 1,666,041 3,658 257,776,832
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42, Related party transactions

Related party transactions constitute the transfer of resources, services or obligations between the Group and a party related to
the Group, regardless of whether a price is charged.

Various transactions are entered into by the Group during the year with related parfies. The terms of these transactions are at
arm's length.

Holding and uitimate helding companies

The Company's holding company is MTN International (Mauritius) Limited, a company incorporated in the Republic of Mauritius
and its ultimate holding company is MTN Group Limited, a company incorporated in South Africa. MTN Nigeria
Communications Limited's subsidiaries are XS Broadband Limited and Visafone Communications Limited, their principal
activity is the provision of broadband fixed wireless access service and high quality telecommunication service respectively.
During the year, the Group established a new subsidiary Yello Digital Financial Services Limited, setup to provide mobile
financial services.

Key management personnel
For the purpose of the key management compensation below, key management personnel is defined as Executive and Non-

Executive Committee members having the authority and responsibility for planning, directing and controlling the activities of the
entity.

Group Company

2018 2017 2018 2017

N '000 N '000 N'000 N '000
Key management compensation
Salaries and other shori-term employee benefits 1,758,469 1,334,052 1,758,469 1,334,052
Post-employment benefits 192,388 92,257 192,388 92,257
Other benefits 363,457 293,214 363,457 293,214
Bonuses 816,474 322,970 916,474 322,970
Fees {non-executive directors) 60,923 26,293 60,923 26,293
Other emoluments {non-executive directors) 278,262 82,757 278,262 62,757
Total 3,569,972 2,131,543 3,569,972 2,131,543

The following is a summary of transactions between the Group and its related parties during the year and balances due at year
end:

Parent company: MTN International {(Mauritius)

Limited

Dividends paid {excluding witholding tax):

MTN international (Mauritius) Ltd 27,172,920 35,186,615 27,172,920 35,186,615
27,172,920 35,186,615 27,172,920 35,186,615

Visafone Communications Limited
Transactions within the year

Purchases from Visafone Communications Limited - - (764,351) -
Payments made on behalf of Visafone Communications - - - 188,595
Limited

Cost charged to Visafone Communications Limited for - - 857,339 719,689
hosting its customers on the network

Intercompany receivable - - 894,149 289,110
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42, Related party transactions (continued)

Related party balances

Amounts due to related parties
MTN Sudan

MTN Swazitand

MTN Uganda

MTN Zambia

MTN Dubai

Global Trading Company

MTN Benin

MTN Cameroon

MTN Congo

MTN Cote d'lvoire

IHS Towers

MTN Ghana

MTN Guinea Bissau

MTN Congo Brassaville

MTN Rwanda

MTN South Africa

Interserve QOverseas Ltd

MTN Group Management Services
MTN Shared Services (SEA)
MTN International {Mauritius) Limited
MTN Holdings

Total

Amounts due from related parties
MTN Sudan

MTN Uganda

MTN Yemen

MTN Zambia

MTN Dubai

MTN South Sudan

MTN Global Connect

Lonestar Communications Corporations (Liberia)
MTN Afghanistan

MTN Benin

MTN Cameroon

MTN Conge

MTN Cote d'lvoire

MTN Ghana

MTN Guinea Bissau

MTN Guinea Conakry

MTN Narmibia

MTN Rwanda

MTN South Africa

MTN Group Management Services
INT Towers Limited

Total

Group Company
2018 2017 2018 2017
N'000 N '000 N '000 N '000
34,027 - 34,027 -
23 253 23 253
16,750 7.641 16,750 7,641
8,182 2,481 8,182 2,481
286,193 637,235 286,193 637,235
2,795,104 3,204,413 2,795,104 3,204,413
2,625,004 873,815 2,625,094 873,815
557,781 173,223 557,781 173,223
782 - 782 -
428,926 184,773 426,326 184,773
12,319,273 9,674,187 12,319,273 9,674,187
1,135,802 933,557 1,135,802 933,557
2,058 1 2,056 1
3,794 - 3,794 -
7,201 492 7.201 492
174,122 138,982 174,122 138,982
10,762,382 3,889,554 10,762,382 3,889,554
- 677,416 - 677,416
- 398 - 398
8,483,323 7,732,663 8,483,323 7,732,663
13,218 8,559 13,218 8,559
39,652,033 28,220,643 39,652,033 28,229,643
54,904 281 54,904 281
11,314 - 11,314 -
17,691 1,701 17,691 1,701
- 137,194 - 137,194
635 28,157 635 28,157
162,463 - 162,463 -
14,155 22911 14,155 22911
259 131 289 131
1,120,783 904,673 1,120,783 904,673
1,479,451 667,297 1,479,451 667,287
7,346 24,815 7,346 24,815
757,745 398,511 757,745 398,511
946,703 1,323,375 946,703 1,323,375
5,162 - 5,162 -
12,947 3,604 12,947 3,604
14 - 14 -
5,372 - 5,372 -
634,018 780,664 634,016 788,664
814,428 1,332,116 814,428 1,332,116
775,880 775,880 775,880 775,880
6,821,267 6,410,310 6,821,267 6,410,310
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42, Related party transactions (continued)

Related party fransactions

Purchases from related parties
MTN Sudan

MTN Swaziland

MTN Syria

MTN Uganda

MTN Yemen

MTN Zambia

MTN Dubai

MTN South Sudan

Global Trading Company

IHS Towers

Lonestar Communications Corporations (Liberia)
MTN Benin

MTN Carneroon

MTN Congo

MTN Cote d'lvoire

MTN Cyprus

MTN Ghana

MTN Guniea Bissau

MTN Guinea Conakry

MTN Irancell

MTN Rwanda

MTN South Africa

Interserve Qverseas Lid

Mobile Telephone Networks (Pty) Ltd
MTN International (Mauritius) Limited
INT Towers Limited

Group Company
2018 2017 2018 2017

N '000 N '000 N '000 N ‘000
92,652 2,157 92,552 2,157
158 349 159 348
411 688 411 588
20,512 2,106 20,512 2,108
39 17 39 17
5,304 1,206 5,304 1,206
10,080,752 - 10,080,752 -
451 164 451 164
5,009,354 2,162,631 5,009,354 2,162,631
75,491,544 57,400,623 75,491,544 57,400,623
3,859 3,683 3,858 3,683
16,601,877 2,011,738 16,601,877 2,011,738
1,806,408 242,568 1,806,406 242 568
4,802 567 4,802 567
763,845 127,741 763,845 127,741
522 257 522 257
3,734,487 581,795 3,734,487 581,795
- 691 - 631
636 835 636 835
304 465 304 485
4,005 2,082 4,005 2,082
- 151,896 - 181,896
- 2,884,851 - 2,884,851
3,972,116 - 3,872,116 -
- 1,258,643 - 1,258,643
- 793,220 - 793,220
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42. Related party transactions {continued)

Sales to related parties
MTN Sudan

MTN Swaziland

MTN Syria

MTN Uganda

MTN Yemen

MTN Zambia

MTN Dubai

MTN South Sudan
Lonestar Communications Corporations {Liberia}
MTN Benin

MTN Cameroon

MTN Congo

MTN Cote d'lvoire

MTN Cyprus

MTN Ghana

MTN Guinea Bissau
MTN Guinea Conakry
MTN Irancel]

MTN Rwanda

MTN South Africa

Mobile Telephone Networks (Pty) Ltd

Group Company

2018 2017 2018 2017

N'000 N '000 N "000 N '000
166,189 328 166,189 328
93 41 93 41
g2 3 g2 3
89,477 2,033 89,477 2,033
- 15 - 18
86,178 62,587 86,178 62,587
44,077 282,166 44,077 282,166
17,740 11,464 17,740 11,464
13,800 7,899 13,800 7,899
8,581,415 6,740,210 8,581,415 6,740,210
5,138,451 6,202,740 5,138,451 6,202,740
13,329 3,123 13,329 3,123
2,201,551 2,145,357 2,201,551 2,145,357
64 38 64 38
4,752,964 4,601,558 4,752,964 4,601,658
204 247 204 247
6,329 2,287 6,329 2,287
64 13 64 13
1,094 421 1,084 421
- 7,422,453 - 7,422,453
7,238,744 - 7,238,744 -

Effective 1 February 2017, INT Towers ceased to be a related party to the Group as MTN Group Limited exchanged its 51%
interest in Nigeria Tower InterCo B.V., the parent company of INT Towers Limited, for an additional shareholding in IHS Holding

Limited.
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43. Financial instruments and risk management
Introduction

Financial assets and financial liabilities are recognised on the Group's statement of financial position when the Group becomes
a party to the contractual provisions of the instrument, The Greup classifies its financial instruments in to the following
categories depending on the purpose for which the financial instruments were acquired:

. Financial assets: Amortised cost, fair value through OCI (FVOC!) and fair value through profit or loss (FVTPL) ;

. Financial fiabilities: fair value through profit or loss and amortised cost.

Einancial instruments comprise trade and other receivables, cash and cash equivalents, current investments, borrowings and
trade and other payables.

The Group has exposure to the following risks from its use of financial instruments: credit risk, liquidity risk and market risk
{foreign exchange and interest rate risk). This note presents information about the Group's exposure to each of the above risks,
the Group's objectives, palicies and processes for measuring and managing risk, and the Group's management of capital.
Further quantitative disclosures are included throughout these consolidated financial statements,

Risk profile

The Group's overall risk management programme focuses on the unpredictability of its markets and seeks to minimize potential
adverse effects on the performance of the Group and its subsidiaries.

Risk management is carried out under policies approved by the Board of Directors of the Group. The Directors’ identify,
evaluate and manage the enterprise risks in line with the MTN Group Risk Management Framework. The Board provides
written principles for overall risk management, as well as for specific areas such as Technology, Regulatery, Stakeholder,
Financial including foreign exchange risk, interest rate risk, credit risk and investing excess liquidity.

The carrying value of financial instruments materially approximate their fair values,
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43. Financial instruments and risk management {(continued)
43.1 Accounting classes and fair values

Group
31 December 2018

Non-current financial assets
Derivatives

Current financial assets
Trade and other receivables
Current investments

Cash and cash equivalents
Restricted cash

Non-current financial liabilities
Borrowings
Derivatives

Current financial liabilities
Trade payables

Borrowings

Accrued expenses

Other payables

Amounts due to related parties
Regulatory fine liability

Amortised  Fair value Fair value Total
costs through through other carrying
profit or loss comprehensive amount
income

N'000 N'0GC N'000 N'000
29,262,047 - - 29,262,047
63,731,995 1,302,198 434,066 65,468,259
53,011,748 - - 53,011,748
37,219,023 - - 37,219,023
183,224,813 1,302,198 434,066 184,961,077
183,224,813 1,302,198 434,066 184,961,077
31,438,349 - - 31,438,349
- 14,152 - 14,152
31,438,349 14,152 - 31,452,501
18,607,814 - - 18,607,914
143,875,889 - - 143,875,889
121,315,900 - - 121,315,900
1,186,006 - - 1,196,008
39,652,033 - - 39,662,033
105,127,783 - - 105,127,783
429,775,525 - - 461,228,026
461,213,874 14,152 - 461,228,026
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43. Financial instruments and risk management (continued)

31 December 2017

Non-current financial assets
Perivatives

Current financial assets
Trade and cther receivables
Current investments

Cash and cash equivalents
Restricted cash

Non-current financial liabilities
Borrowings
Regulatory fine liability

Current financial liabilities
Trade payables

Borrowings

Accrued expenses

Other payables

Amounts due to related parties
Regulatory fine lability

Amortised  Falr value Fair value Total
costs through through other carrying
profit or loss comprehensive  amount
income

N"QC0 N'000 N'000 N'000

- 55673 - 55,673

- 55,673 - 55,673
27,668,572 - - 27668572
52,185,101 8,922,552 9,970,842 71,078,495
89,564,964 - - 89,564,964
41,617,634 - - 41,617,634
211,036,271 8,922,552 9,970,842 229,929,665
211,036,271 8,978,225 9,970,842 229,985,338
135,544,915 - - 135,544,915
91,656,623 - - 91,656,623
227,201,538 - - 227,201,538
28,214,500 - - 28,214,500
119,820,228 - - 119,820,228
161,057,758 - - 161,057,758
996,463 - - 996,463
26,229,643 - - 28,220,643
101,119,141 - - 101,119,141
439,437,734 - - 439,437,734
666,639,272 - - 666,639,272
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43. Financial instruments and risk management {continued)

Company
31 December 2018

Non-current financial assets
Derivatives

Current financial assets
Trade and other receivables
Current investments

Cash and cash equivalents
Restricted cash

Non-current financial liabilitles
Borrowings
Derivatives

Current financial liabilities
Trade payables

Borrowings

Accrued expenses

Other payables

Amounts dug to related parties
Regulatory fine liability

Amortised  Fair value Fair value Total
costs through through other carrying
profit or loss comprehensive amount
income
N'000 NG00 N'000 N'000
29,131,411 - - 29,131,411
63,731,005 1,302,198 434,066 65,468,259
52,806,185 - - 52,806,185
37,169,023 - - 37,169,023
182,838,614 1,302,188 434,066 184,574,878
182,838,614 1,302,198 434,066 184,574,878
31,438,348 - - 31,438,348
- 14,152 - 14,152
31,438,349 14,152 - 31,452,501
17,698,676 - - 17,698,676
143,875,889 - - 143,875,889
120,374,470 - - 120,374,470
630,022 - - 630,022
39,652,033 “ - 39,852,033
105,127,783 - - 105,127,783
427,358,873 - - 427,358,873
458,797,222 14,152

- 458,811,374
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43. Financial instruments and risk management (continued)

31 December 2017 Amortised  Fair value Fair value Total
costs through through other carrying
profit or loss comprehensive amount
income
N'000 N'000 N'G00 N'000
Non-current financial assets
Derivatives - 55673 - 55,673
- 55,673 - 55,673
Current financial assets
Trade and other receivables 26,865,410 - - 26,865,410
Current investments 52,185,101 8,922,552 9,970,842 71,078,485
Cash and cash equivalents 80,046,974 - - 89,046,974
Restricted cash 41,617,634 - - 41,617,634
209,715,119 8,922,552 9,970,842 228,608,513
209,715,119 8,978,225 9,070,842 228,664,186
Non-current financial liabilities
Borrowings 136,544,915 - - 135,544,915
Regulatory fine liability 91,656,623 - - 91,656,823
227,201,538 - - 227,201,538
Current financial liabilities
Trade payables 25,150,639 - - 25,150,639
Borrowings 119,820,228 - - 119,820,228
Accrued expenses 130,150,310 - - 130,150,310
Other payables 740,915 - - 740,915
Amounts due to related parties 28,229,643 - - 28,229,643
Regulatory fine liability 101,119,141 - - 101,119,141
405,210,876 - - 405,210,876
632,412,414 - - 632,412,414

43.2 Fair value estimation

Where a financial asset or liability is carried

on the statement of financial position at fair value, additional disclosure is required.

In particular, the fair values need to be classified in accordance with the fair value hierarchy. This fair value hierarchy

distinguishes befween different fair value methodologles
value hierarchy is split into the following levels:

Levet 1: Quoted prices (unadjusted) in active markets for identical assets or
exchange for a listed share),

based on the level of subjectivity applied in the valuation. The fair

liabilities (e.g. the price quoted on a stock

Level 2: Valuation technigues with inputs other than quoted prices (included within level 1) that are observable for the asset or
liability, either directly (that is, as prices) or indirectly {that is,derived from prices) (e.g.a valuation that uses observable interest

rates or foreign exchange rates as Inputs).

Level 3: Valuation technigues with inputs that are not based on observable marke
valuation that uses the expected growth rate of an underlying business as input}.

The Group's financial instruments measured at fair value are presented below.

t data (that is, unobservable inputs) (e.0. a
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43. Financial instruments and risk management {continued}

Group
31 December 2018

Assets

Treasury bills at fair value through profit and loss
Treasury bills at fair value through other comprehensive
income

Liabilities
Currency swap

31 December 2017

Assets

Treasury bills at fair value through profit and loss
Treasury bills at fair value through other comprehensive
income

Currency swap

Company
31 December 2018

Assets

Treasury bills at fair value through profit and loss
Treasury bills at fair value through other comprehensive
income

Liabilities
Currency swap

31 December 2017

Assets

Treasury bills at fair value through profit and loss
Treasury bills at fair value through other comprehensive
income

Currency swap

Fair value measurements for financial instruments not measured at fair value.

Financial asset at amortised cost and financial liabilities at amartised cost — The carryin
liabilities measured at amortised cost approximates their fair value.

Level 1 Level 2 Level 3 Total
N'G00 N'000 N'000 N'000
1,302,198 - - 1,302,198
434,066 - - 434,066
1,736,264 - - 1,736,264
- 14,152 - 14,152
- 14,152 - 14,152
8,022,552 - - 8,622,552
0,870,842 - - 9,670,842
- 55673 - 55,673
18,893,394 55,673 - 18,949,067
Level 1 Level 2 Level 3 Total
N'000 N'000 N'000 N'0G0
1,302,198 - - 4,302,198
434,066 - - 434,066
1,736,264 - - 4,736,264
- 14,152 - 14,152
- 14,152 - 14,152
8,922,552 - - 8,922,552
8,970,842 - - 9,070,842
- 55,673 - 55,673
18,893,394 55,673 - 18,949,067

g value of current receivables and

The fair values of the majority of the non-current liabilities measured at amortised cost are also not significantly different from

their carrying values.
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43. Financial Instruments and risk management {continued)
43.3 Financial assets and liabilities subject to offsetting
Financial assets and liabilities are offset and the net amount r
currently has a legally enforceable right to offset the recognise
realise the asset and settle the fiability simuitaneously. Interconnec
reported on a net basis in the statement of financial pesition.

The following table presents the Group's financial assets and liabllities that are subject to offsetting:

Group
21 December 2018

Current financial assets
Interconnect receivables

Current financial liabilities
Interconnect payables

31 December 2017

current financial assets
Interconnect receivables

Current financial liabilities
Interconnect payables

Company

31 December 2018

Current financial assets
Interconnect receivables

Current financial liabilities
Interconnect payables

31 December 2017

Current financial assets
Interconnect receivables

Current financial liabilities
Interconnect payables

eported in the statement of financial position where the Group
d amounts, and there is an intention to settle on a net hasis or
t partners payables are offset against its receivables and

Gross amount Amount offset  Net amount
N'000 N'000 N'000
21,129,283 10,149,838 10,979,444
21,129,283 10,148,839 10,979,444
13,908,787 10,149,832 3,758,948
13,908,787 10,149,839 3,758,848
32,723,775 17,910,185 14,813,580
32,723,775 17,910,195 14,813,580
17,910,195 17,910,195 -
17,910,195 17,910,195 -
Gross amount Amount offset  Net amount
N'000 N'000 N'00C
21,129,283 10,149,839 10,879,444
21,129,283 40,149,839 10,979,444
13,908,787 10,148,839 3,758,048
13,908,787 10,149,838 3,758,948
32,723,775 17,910,198 14,813,580
32,723,775 17,910,185 14,813,580
17,910,195 17,910,195 -
17,810,185 17,810,195 -
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43. Financial instruments and risk management {continued}
43.4 Credit risk

Credit risk,or the risk of financial loss to the Group due to customers or counter parties not meeting their contractual obligations
and is managed through the application of credit approvals, limits and menitering procedures.

The Group's maximum exposure to credit risk is represented by the carrying amount of the financial assets that are exposed to
credit risk.

Group Company

2018 2017 2018 2M7

N '000 N '000 N '000 N ‘000
The following instruments give rise to credit risk
Trade receivables 29,262,047 27,668,572 29,131,411 26,865,410
Cash and cash equivalents 53,011,748 89,564,964 52,806,185 89,046,974
Restricted cash 37,219,023 41,617,634 37,169,023 41,617,634
Current investments 65,468,259 71,078,495 65,468,259 71,078,485
Derivatives - 55,673 - 55,673

184,961,077 229,985,338 184,574,878 228,664,186

Cash and cash equivalents, restricted cash, current investments and derivative asset

The Group's exposure and the credit ratings of its counter parties are continuously monitored and the aggregate values of
investment portfolio is spread amongst approved financial institutions, mostly lending institutions to the Group. The Group's
Cash investment activity is based on the SLY (Safety, Liquidity and Yield) principle while it also fimits its cash holdings ina
financial institution to a maximum of 30% to manage concentration risk. The Exposure is controlled by a right of setoff and
counter party fimits indexed against the facility amount provided to the Group by each of the lending institutions.

The credit ratings of the counterparty financial institutions where we have bank deposits and restricted cash range from ngA to
CCC.

The credit ratings of the counterparty financial institutions where we have current investments range from ngA to BBB+(ng).

The credit rating of the counterparty financial institutions with whom we have derivative asset is A3
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43. Financial instruments and risk management (continued)

Trade receivables

Customer credit risk is managed by each business unit subject to the Group’s established policy, procedures and control
relating to customer credit risk management. Credit quality of a customer is assessed based on an extensive credit rating
seorecard and individual credit limits are defined in accordance with this assessment.

An impairment analysis is performed at each reporting date using a provision matrix to measure expected credit losses. The
provision rates are based on days past due for groupings of various customer segments with similar foss patterns (i.e., by
geographical region, product type, customer type).The Group holds collateral as security.

Set out below is the information about the credit risk expostre on the Group's trade receivables using a provision matrix.

Group
31 December 2018

Expected loss rate

Gross carrying amount
Loss allowance
Credit impaired

Group
31 December 2047*

Expected loss rate

Gross carrying amount
Loss allowance
Credit impaired

* Reflects the effect of adoption of IFRS 2.

Company
31 December 2018

Expected loss rate

Gross carrying amount
Loss allowance
Credit impaired

Company
31 December 2017*

Expected loss rate

Gross carrying amount
Loss allowance
Credit impaired

* Reflects the effect of adoption of IFRS 8.

Current More than 30 More than 90 More than 180 Total
days past due days past due days past due
N '000 N '000 N '000 N '000 N '000
230 % 30.81 % 73.26 % 100.00 %
15,074,028 3,218,821 1,861,050 12,636,224 32,790,123
347,407 991,652 1,363,456 12,636,224 15,338,739
No No No Yes
Current More than 30 More than 90 More than 180 Total
days past due days past due days past due
N '000 N '000 N '000 N ‘000 N ‘000
1.49 % 12.66 % 83.62 % 100.00 %
2,177,398 8,708,761 5,413,435 18,338,683 35,636,277
32,471 1,228,955 4,526,978 18,338,283 24 126,687
No No No Yes
Current More than 30 More than 90 More than 180 Totat
days past due days past due days past due
N '000 N ‘000 N '000 N 000 N '00C
2.30 % 30.81 % 78.76 % 100.00 %
15,074,028 3,218,821 1,861,060 11,956,998 32,110,807
347,407 991,652 1,465,685 11,956,998 14,761,742
No No No Yes
Current More than 30 More than 20 More than 180 Total
days past due days past due days past due
N '000 N '000 N '000 N ‘000 N '000
1.49 % 10.26 % 83.62 % 100.00 %
2,177,398 8,348,328 5,413,435 18,338,683 34,277,844
32,471 856,879 4,526,978 18,338,283 23,754 611
No Na No Yes

Credit impaired financial assets for the year ended 31 December 2018 stood at N4. 4 billion (31 December 2017 N7 billion)
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43. Financial instruments and risk management {continued)

43,5 Liquidity risk

Liquidity risk is the risk that an entity will be unable to meet its obligations as they become due,

The Group's approach to managing liquidity risk is to ensure that sufficient liquidity is available to meet its liabilities when due under both
normal and stressed conditions, without incurring unacceptable losses or risking darnage to the Group's reputation.

The Group ensures it has sufficien
expected operational expenses, including the

cannot reasonably be predicted, such as natural disasters.

The following are the liguid resources:

Cash and cash equivalents
Trade and cther receivables
Current investments

t cash on demand {currently the Group is maintaining a positive cash position) or access to facilities to meet
servicing of financial obligations; this excludes the potential impact of extreme circumstances that

The following are the contractual maturities of financial liabilities:

Group

31 December 2018
Trade payables
Accrued expenses
Other payables
Amounts due to
related parties
Current Regulatory
fine liability
Current Borrowings
MNon-current
Borrowings
Derivatives

31 December 2017
Trade payables
Accrued expenses
Other payables
Amounts due to
related parties
Current Regulatory
fine liability
Current Barrowings
Non-current
Regulatory fine
liability
Non-current
Borrowings

Group Company
2018 2017 2018 2017
N 000 N '000 N'000 N '000

53,011,748 89,564,864 52,806,188 89,046,974
29,262,047 27,668,572 29,131,411 26,865,410
65,468,259 71,078,485 65,468,259 71,078,495
147,742,054 188,312,031 147,405,355 186,990,879
Carrying Payable Morethan Morethan Morethan More than Total

amount within one one month three one year but  fwo years

month or on but not months but not but not

demand exceeding not exceeding exceeding

three exceeding twoyears fiveyears

months one year

N'000 N'000 N'000 N'000 N'000 N'000 N'0C0
18,607,814 17,932,860 675,054 - - - 18,607,914
121,315,900 112,236,563 9,079,337 - - - 121,315,900
1,196,006 1,196,006 - - - - 1,196,006
30,652,033 11,780,647 27,862,386 - - - 39,652,033
105,127,783 55,000,000 55,000,000 - - - 110,000,000
143,875,880 3,410,063 16,788,921 129,118,855 - - 149,317,83¢
31,438,349 - - - 15,977,537 23,436,517 39,414,054
14,162 - - - 14,152 - 14,152
464,228,026 201,565,139 100,405,698 129,118,855 15,991,689 23.436,517 479,517,898
28,214,500 7,993,592 20,220,908 - - - 28,214,500
161,057,759 5,176,610 155,881,149 - - - 161,057,758
996,463 89,252 883,645 23,566 - - 996,463
28,220,843 9,674,187 18,555,456 - - -~ 28,229,643
101,119,141 - 55,000,000 55,000,000 - - 110,000,000
119,820,228 3,627,084 20,156,008 125,912,988 - - 149,696,080
91,656,623 - - - 110,000,000 - 110,000,000
135,544,815 - - - 139,204,513 37,584,434 176,878,947
666,639,272 26,560,725 270,697,166 180,936,554 249,204,513 37,584,434 765,073,382
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43. Financial instruments and risk management (continued)

Company Carrying Payable Morethan Morethan Morethan More than Total
amount within one one month three one year but  two years
month or on but not months but not but not
demand exceeding not exceeding exceeding
three exceeding twoyears five years
months ohe year
N'000 N'000 N'000 N'000 N'000 N'000 N'000
31 December 2018
Trade payables 17,698,676 17,023,621 675,065 - - - 17,698,676
Accrued expenses 120,374,470 111,295,134 9,079,336 - - - 120,374,470
Other payables 630,022 630,022 - - - - 630,022
Amounts due to 39,652,033 12,319,273 27,332,760 - - - 39,652,033
related parties
Current Regulatory 105,127,783 55,000,000 55,000,000 - - - 110,000,000
fine liability
Current Borrowings 143,875,889 3,410,063 16,788,921 129,118,855 - - 149,317,839
Non-current 31,438,349 - - - 15,977,537 23,436,517 39,414,054
Borrowings
Derivatives 14,152 - - - 14,152 - 14,152
458,811,374 199,678,112 108,876,072 129,118,855 15,991,689 23,436,517 477,101,246
31 December 2017
Trade payables 25,150,639 7,993,592 17,157,047 - - - 25,150,639
Accrued expenses 160,185,171 5,176,610 155,008,561 - - - 160,185,171
Other payables 740,815 89,252 628,097 23,566 - - 740,915
Amounts due to 28,229,643 - - 28,229,643 - - 28,229,643
related parties
Current Reguiatory 101,119,141 - - 55,000,000 55,000,000 - 110,000,000
fine liability
Current Borrowings 119,820,228 3,627,084 20,156,008 125,812,988 - - 149,696,080
Non-current 91,656,623 - - - 110,000,000 - 110,000,000
Regulatory fine
liability
Non-current 135,644,915 - - - 139,204,513 37,584,434 176,878,847
Borrowings
662,447,275 16,866,538 192,949,713 209,166,197 304,204,513 37,584,434 760,881,395

43.6 Market risk

Market risk is the risk that changes in market prices (interest rate, price risk and currency risk) will affect the Group’s income or
the value of its holding of financial instruments, The objective of market risk management is to manage and control market risk
exposures within acceptable parameters, while optimising the return. The Group is not exposed to price risk.

Derivatives are entered into solely for risk management purposes and not as speculative investments, The Group treasury
policy specifies appraved instruments which may be used to economically hedge the Group's exposure to variability in foreign
currency and to manage and maintain market risk exposures within the parameters set by the Group's board of directors.

43.6.1 Interest rate risk

Interest rate risk is the risk that the cash flow or fair value of an interest bearing financial instrument will fluctuate because of

changes in market interest rates.

Financial assets and liabilities that are sensitive to interest rate risk are cash and cash equivalents, short term investments and
loans payable. The interest rates applicable to these financial instruments are on a combination of floating and fixed basis in

line with those currently available in the market.

The Group's interest rate risk arises from the reprising of the Group's floating rate debt, incremental funding or new borrowings,
the refinancing of existing borrowings and the magnitude of the significant cash balances which exist.
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43, Financial instruments and risk management {continued)

The Group manages its debt on an optimal mix of focal and foreign borrowings and fixed and floating interest rates.

Interest rate profile

At the reporting date the interest rate profile of the Group's financial instruments is as follows:

Group

Financia! assets

Cash and cash equivalents
Current invesiments
Restricted cash

Trade and other receivables

Financial liabilities

Trade payables

Accrued expenses

Other payables

Amounts due to related parties
Current Regulatory fine liability
Current Borrowings

Non-current Regulatory fine liability
Non-current Borrowings

Company

Financial assets

Cash and cash equivalents
Current investments
Restricted cash

Trade and other receivables

Financial tiabilities

Trade payables

Accrued expenses

Other payables

Amounts due to related parties
Current Regulatory fine liability
Current Borrowings

Non-current Regulatory fine liability
Non-current Borrowings

31 December 2018

31 December 2017

Fixed rate Variable rate Non interest Fixed rate Variable rate Non interest

instruments instruments  bearing  instruments instruments  bearing
N'000 N'000 N'000 N'000 N'00C N'000
53,011,748 - - 86,400,166 - 3,164,798
65,468,250 - - 71,078,495 - -
- - 37,219,023 - - 41,617,634
- - 29,262,047 - - 27,668,572
118,480,007 - 66,481,070 157 478,661 - 72,451,004
- - 18,607,914 - - 28,214,500
- - 121,315,800 - - 161,057,759
- - 1,196,006 - - 996,463
- 39,652,033 - - 28,229,643 -
- - 105,127,783 - - 101,119,141
- 143,875,889 - 6,327,964 113,492 264 -
- - - - - 91,656,623
- 31,438,349 - 5,450,822 130,004,083 -
- 214,966,271 246,247,603 11,778,786 271,816,000 383,044,486

31 December 2018

31 December 2017

Fixed rate Variable rate Non interest Fixed rate Variable rate Non interest

instruments instruments bearing instruments instruments  hearing
N'000 N'000 N'000 N'000 N'000 N'000
52,806,185 - - 86,400,166 - 2,646,808
65,468,259 - - 71,078,495 - -
- - 37,169,023 - - 41617634
- - 2913141 - - 26,865410
118,274,444 - 66,300,434 157,478,661 - 71,129,852
- - 17,698,676 - - 25,150,639
- - 121,315,900 - - 160,185,171
- - 630,022 - - 740,915
- 39,652,033 - - 28,229,643 -
- - 105,127,783 - - 101,119,141
- 143,875,889 - B,327,964 113,492,264 -
- - - - - 91,656,623
- 31.438,349 - 5,450,822 130,094,093 -
- 214,966,271 244,772,381 11,778,786 271,816,000 378,852,489
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43. Financial instruments and risk management (continued)
Interest rate sensitivity analysis

The following sensitivity analysis has been prepared using a sensitivity rate which is used when reporting interest rate risk
internally to key management personnet and represents management's assessment of the reasonably possible change in
interest rates. All other variables remain constant, The sensitivity analysis includes only financial instruments exposed to
interest rate risk which were recognised at the repoerting date. No changes were made to the metheds and assumptions used in
the preparation of the sensitivity analysis compared to the previous reporting period.

The Group has used a sensitivity analysis technique that measures the estimated change to profit or loss of an instantaneous
increase or decrease of 1% (100 basis points) in market interest rates, from the rate applicable at 31 December, for each class
of financial instrument with all other variables remaining constant.

The Group is mainly exposed to fluctuations in the following market interest rates: LIBOR and NIBOR. Changes in market
interest rates affect the interest income or expense of floating rate financial instruments. Changes in market interest rates only
affect profit or loss in refation to finaneial instruments with fixed interest rates if these financlal instruments are recognised at
their fair value.

A change in the above market interest rates at the reporting date would have increased\(decreased) profit before tax by the
amounts shown befow,

The analysis has been performed on the basis of the change oceurring at the reperting date and assumes that all other
variables, in particular foreign currency rates, remains constant. The analysis is performed on the same basis for prior year.

Group 31 December 2018 31 December 2017
Increase/(decrease) in profit Increasef{decrease) in profit before
before tax tax
Expense Changein Upward Downward Changein Upward Downward
interest rate change change in interest rate change in c¢hange in
in interest interest interest rate
interest rate rate
rate
% N'000 N'000 % N'Q00 N'000
LIBOR 1 {808,831) 808,831 1 (1,227,566) 1,227,566
NIBOR i (862,917) 862,917 1 (1,265,809) 1,265,809
Company 31 December 2018 31 December 2017

Increasel(decrease) in profit
before tax

Increasel(decrease) in profit before
tax

Change in Upward Downward
interest rate change change in

Changein Upward Downward
interest ratechange in change in

in interest interest  interest rate
interest rate rate
rate
Expen
Xpense % N'000  N'000 % N'000 N'000
LIBOR 1 (808,831) 808,831 1 (1,227,5668) 1,227,566
NIBOR 1 (862,917) 862,817 1 (1,265,808) 1,265,809

43.6.2 Currency risk

Currency risk is the exposure to exchange rate fluctuations that have an impact on cash flows and financing activities.

The Group manages foreign currency risk an major foreign deno

minated purchase orders through the use of Letters of Credit.

The Group has also entered into a currency swap arrangement to enhance dollar liquidity to address critical operational

reguirements.
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43. Financial instruments and risk management (continued)
Sensitivity analysis

The Group is mainly exposed to fluctuations in foreign exchange rates in respect of the US Doltar, being the significant foreign
denominated currency.

The Group has used a sensitivity analysis technigque that measures the estimated change to the income statement of an
instantaneous 10% strengthening or 5% weakening in the Nigerian Naira against the US Dollar, from the rate applicable af 31
December, for each class of financial instrument with all other variables, in particular interest rates, remaining constant,

A change in the foreign exchange rates to which the Group is exposed at the reporting date would have increasedY{decreased)
profit before tax by the amounts shown below.

The analysis has been performed on the basis of the change occurring at the start of the reporting period. The analysis is
performed on the same basis for the Company.

Transactions in foreign currencies other than US Dollars were not significant.

Group 31 December 2018 31 December 2017
Increasel{decrease) in profit before tax Increasel\(decrease) in profit before tax
10% weakening in Naira, 5% strengthening in Naira, 10% weakening in Naira, 5% strengthening in Naira,
resulting in a decrease in  resulting in an increase in  resulting in a decrease in resulting in an increase in

profit before tax profit before tax profit before tax profit before tax
Denominated: N'000 N'000 N'000 N'000
Functicnal
USD:NGN (10,553,811) 5,276,908 (19,136,979) 9,568,490
Company 31 December 2018 31 December 2017
. Increase\(decrease) in profit hefore tax Increasel{decrease) in profit before tax
10% weakening in Naira, 5% strengthening in Naira, 10% weakening in Naira, 5% strengthening in Naira,
resulting in a decrease in  resulting in an increase in  resulting in a decrease in resulting in an increase in
profit before tax profit before tax profit before tax profit before tax
Dencminated: N'000 N'CO00 N'000 N'000
Functional
USD:NGN (10,553,811} 5,276,205 (19,136,979) 9,568,490
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43, Financial instruments and risk management (continued)
43.7 Capital risk management

The Group seeks to optimise its capital structure by ensuring adequate gearing levels taking into consideration working capital,
cash flow, existing [oan covenants, operational requirements, business plan and broader macro- econamic conditions.

It maximizes external borrowings on the back of its strong cash generating capacity. In line with its funding policy, the Group
diversifies funding sources across local and international markets and ensures that new facility conditions comply with existing
loan covenants,

Management monitors Net Debt to EBITDA and EBITDA to Net Interest in line with the financial covenants in the loan
agreement while it seeks to limit refinancing risk by controlling the concentrations of maturing obligations in the short end of
maturity profile. Equity approximates share capital and reserves, EBITDA is defined as earnings before interest, tax,
depreciation, amortisation and goodwill impairmentiosses.

Gross debt relates to MTN Nigeria syndicated medium term loan, net debt is the gross debt less cash and cash equivalents
and total funding is gross debt plus equity.

Revenue
Cperating expenses excluding depreciation and
amortisation,

Group Company
2018 2017 2018 2017
Restated * Restated *
N ‘000 N'000 N 000 N '000

1,039,117,810 887,180,480 1,037,067,731
(605,141,373} {540,785,168) (603,604,311)

885,807,704
(541,320,933)

EBITDA 433,976,437 346,395,312 433,463,420 344.477.771
Gross debt 175,314,238 255,365,143 175,314,238 255,365,143
Cash and cash equivalents (53,011,748) (89,564,964} (52,806,185) (89,046,974)
Net debt 122,302,490 165,800,179 122,508,053 166,318,169
Gross debt 175,314,238 255,365,143 175,314,238 255,365,143
Equity 219,352,318 112,851,816 232,730,907 123,285,853
Total funding 394,666,556 368,217,058 408,045,145 378,650,596
Gross debt :Total funding 44 % 69 % 43 % 67 %
Net debt; Total funding 3N % 45 % 30 % 44 %
Net debt : EBITDA 28 % 48 % 28 % 48 %
44. Share based payments
44.1 Share based payment liability
Group Company

2018 2017 2016 2018 2017 2018

N 000 N '000 N 000 N '000 N '000 N '000
Non-current 654,791 655,565 657,448 654,791 655,565 657,448

654,791 655,565 657,448 654,791 655,565 657,448
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46. Notional reversal difference payment to CBN

During the year, the Central Bank of Nigeria (CBN) alleged that MTN Nigeria (the Company) had improperly repatriated circa
US$8.1 billion between 2007 and 2015 based on invalidly issued Certificates of Capital Importation {CCls), and was required
by the CBN to reverse the historical dividend that had been distributed to the shareholders of the Company.

Without admission of liability, MTN Nigeria held various engagements with CBN, in order to make its case and reach an
equitable resolution of the matter. In particular, series of meetings were held in Lagos with CBN officials during November
2018. At these meetings, MTN Nigeria provided additional material documentation which satisfactorily clarified its remittances,
Upon review of the additional decumentation, the CBN concluded that MTN Nigeria is no longer required to reverse the
historical dividend payments made to MTN Nigeria’s shareholders, However, the CBN reached a conclusion that the
externalization of the proceeds of the preference shares in MTN Nigeria’s private placement transaction of 2008 of circa USS 1
billion were irregular having been based on CCls that had an approval-in-principle, but not a final regulatory approval of CBN.

As part of the Resolution Agreement with the CBN, MTN Nigeria was required to implement a notional reversal of the proceeds
that were externalised from the 2008 private placement of shares in MTN Nigeria at a net cost of circa N19.2 hillion - equivalent
to US$52.6m (the notional reversal amount). This is on the basis that certain CCls utilised in the private placement were not
properly issued. MTN Nigeria and the CBN agreed to resolve the matter on the basis that MTN Nigeria would pay the notional
reversal amount without admission of liability while the CBN will regularise all the CCls that have been issued to MTN Nigeria
based on the investment by its shareholders of circa $402,625,41% without regard to any historical disputes relating to those
CCls, thereby bringing to a final resolufion all incidental disputes arising from this matter. The Resolution Agreement between
MTN Nigeria and CBN was filed in court and has been adopted and entered as a consent judgment between the parties.
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Consolidated and separate financial statements for the year ended 31 December 2018

Value added statements

2018 2018 2017 2017
Restated * Restated *
N'000 % N '000 %
Group
Value added
Turnover 1,039,117,810 887,180,480
Other income 2,225,066 -
- Local (523,866,124} (424,905,953)
- Foreign (41,778,528} {44,815,082)
Total value added 475,698,224 100 417,459,445 100
Value distributed
To pay employees
Salaries, wages, medical and other benefits 27,152,445 22,683,483
27,152,445 6 22,683,483 5
To pay providers of capital
Finance costs 67,339,468 131,542,282
67,339,468 14 131,542,282 32
To pay government
Income tax 53,567,289 33,725,530
53,567,289 11 33,725,530 8
To be retained in the business for expansion and future weatth
creation:
Depreciation and impairments 133,163,482 128,695,353
Amortisation 26,700,181 26,648,659
Deferred tax 22,083,458 (6,906,083)
181,953,121 38 148,437,929 6
Value retained
Retained profit for the year 145,685,201 81,070,221
145,685,901 by | 81,070,221 19
Total value distributed 475,698,224 100 417,459,445 100
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2018 2018 2M7 2017
Restated * Restated *
N '000 % N '000 %
Company
Value added
Turnover 1,037,067,731 885,807,704
Other operating income 2,225,066 -
- Local (514,933,996} (426,010,749)
- Foreign (50,036,589) (44,255,066}
Total value added 474,322,212 100 415,541,889 100
Value distributed
To pay employees
Salaries, wages, medical and other benefits 27,152,445 22,683,483
27,152,445 6 22,683,483 5
To pay providers of capital
Finance costs 67,330,468 131,542,057
67,339,468 14 131,542,057 32
To pay government
Income tax 53,295,522 33,210,342
53,295,622 M 33,210,342 8
To be retained in the business for expansicn and future wealth
creation:
Depreciation and impairment 132,858,561 128,665,353
Amortisation 21,346,862 21,295,339
Deferred tax 23,598,800 (5,396,741}
177,904,223 38 144,593,951 35
Value retained
Retained profit for the year 148,630,554 83,512,056
148,630,554 3 83,512,056 20
Total value distributed 474,322,212 100 415,541,889 100
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2018 207 1 January 2017 2015 2014
Restated * Restated *
N '000 N '000 N '00G N '000 N *000

Group
Statement of financial position

Assets

Property, plant and equipment
Intangible assets

Cther non-current assets

Net current (liabilities)/assets

Assets of disposal groups held for sale
Non-current liabilities

Net assets/(liabilities)

Equity

Share capital

Share premium

Reserves available for sale
Retained profit /(loss)

Total equity

Statement of profit or loss

Revenue

Profit/{loss) before taxation
Taxation

Profit/l{loss) for the year

Per share data

Earnings/(loss) per share - basic/diluted (N)
Net assets/(liabilities) per share (N)

607,023,544 582,438,885 494,670,217 450,873,469 513,908,934

119,368,123 128,602,009 141,488,116 136,327,243 34,348,986
19,493,033 17,150,457 31,177,636 26,882,566 27,014,374
46,677,503

{385,003, 140) (300,235,897} (132,937,960} (62,342 053)
i74 7,229

{141,439 245) (315,103,710} (452,794,464) (562,698 201) (450,788,002)

219,352,315 112,861,918 81,610,774 (10,956,976) 171,161,795
646,510 646,510 646,510 646,510 646,510
64,498,466 64,498,466 64,498,466  64,408466 64,498,466
6,069 496,644 325,721 (76,101,852) 106,016,819
154,201,270 47,210,298 16,140,077 - -
219,352,315 112,851,918 81,610,774 (10,956,976) 171,161,795

1,039,117,810 887,180,480 793,672,969 807,448,831 824,806,801

221,342,648 107,889,668 126,651,204 (12,334,936) 290,608,355
(75,656,747) (26,819,447) (37,850,862) (67,954,967) (81,579,482)

145,685,901 81,070,221 88,800,342 (80,289,903} 209,026,873
358 199 218 (197) 513
539 277 200 (27) 420
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2018

N '000

2017
Restated *
N '000

1 January 2017

Restated *
N '000

2015

N '000

2014

N'000

Company

Statement of financial position

Assets

Property, plant and equipment 606,962,868 582,378,208 494,609,541 450,812,792 513,848,257
Intangible assets 77,107,651 80,988,218 88,870,605 78,356,414 34,312,314
Qther non-current assets 63,321,033 60,928,457 74,955,636 70,660,566 14,481,239
Net current (liabilities)/assets (382,206,025) (296,489,455} (128,138,976) (60,787,324) 47,660,149
Non-current liabilities (132,364,622) (304,519,747) (440,701,159) (549,095,554) (438,236,294}
Assels of disposal groups held for sale - 174 7,229 - -
Net assets/(liabilities) 232,730,905 123,285,855 89,602,876 (10,053,106) 172,065,665
Equity

Share capital 646,510 648,510 646,510 646,510 646,510
Share premium 64,498,466 64498466 54,498,466 64,498,466 64,498,466
Reserves available for sale 6,069 496,644 325,721  (75,198,082) 106,920,689
Retained profit /{loss) 167,579,860 57,644,235 24,132,178 - -
Total equity 232,730,905 123,285,855 89,602,876 (10,053,106} 172,065,665
Statement of profit or loss

Revenue 1,037,067,731 885,807,704 780,891,899 807,448,831 824,806,801
Profiti{loss} for the year 225,524,876 111,325,657 135,072,340 (12,334,936} 290,606,355
Taxation {76,804,322) (27,813,601) (39,183,768) (67,954,967) (81,579,482)
Profit/{loss) for the year 148,630,554 83,512,056 95,888,572 (B0,289,903) 209,026,873
Per share data

Earnings/(loss) per share - basic/diluted (N} 365 205 236 (197} 513
Net assets/{liabilities) per share (N} 572 303 220 (25) 423
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