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lndependent Auditor's Report
to the Shareholders of bKash Limited

Report on the Financial Statements

We have audited the accompanying financial statements of bKash Limited ("the Company") which
comprise the statement of flnancial position as at 31 Decembet 2OlT, and the statement of profit or loss
and other comprehensive lncome, statement of changes in equity and statement of cash flows for the
year then ended, and notes, comprising a summary of significant accounting policies and other
explanatory information.

Management's Responsibility for the Financial Statements
Management is responsible for the preparation of financial statements that give a true and fair view in
accordance with Bangladesh Financial Reporting Standards, and for such internal control as
managemenl determines is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.

Auditor's Respon si b i I ity
Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with Bangladesh Standards on Auditing. Those standards requrre
that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in

the financial statements. The procedures selected depend on our.judgment, including the assessment
of the risks of material misstatement of the flnancial statements, whether due to fraud or error. ln
making those risk assessments, we consider internal control relevant to the entity's preparation of the
financial statements that give a true and fair view in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity's internal control. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.

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

Opinion
ln our opinion, the financial statements give a true and fair view of the financial position of the Company
as at 31 December 2017 and of its financial performance and its cash flows for the year then ended in

accordance with Bangladesh Financial Reporting Standards.
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Rahman Rahman Huq
Chartered Accountants

Report on Other Legal and Regulatory Requirements

ln accordance with the Companies Act '1994, we also report the following:

a) we have obtained all the information and explanations which to the best of our knowledge and
belief were necessary for the purpose of our audit and made due verification thereof;

b) in our opinion, proper books of account as required by law have been kept by the Company so far
as it appeared from our examination of those books; and

c) the statement of financial position and the statement of profit or loss and other comprehensive
income dealt with by the report are in agreement with the books of account and returns.

Dhaka,
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bKash Limited
Statement of financial position

ln Taka ,Vote 31 December20'17 31 December20l6

Assets
Property, plant and equipment
lntangible assets
Deferred tax assets

6

7

8

767,571,77'l
463,632,762

708,337,120
269,453,715

1,338,020
Non.current assets 1,231,204,533 979,128,855

Operational and other receivables
Advances, deposits and prepayments
Advance income tax
Airtime balance
Restricted cash and cash equivalents
lnvestment in fixed deposits
Cash and cash equivalents

9

10

11

12

13

14

15

426,953,282
232,336,222
537,833,294

,1, 163,.143,640
2'1,986,269,408

2,121,400,O00
186,243,340

219,966,379
218,267 ,016
366,946,533
797 ,587,267

17,506,568,895
't,620,000,000

299,582,196
Current assets
Total assets

26 6 579 186 21,028,918,286
27,885,783,

Equity
Ordinary shares
Convertible preference shares
Share premium
Share money deposit
Retained earninos

16

17

18

19

38,194,900
4,097,000

2,133,618,396
505,'t 62

903,366,797

38,194,900
4,097,000

2,133,618,396
505,162

415,549,081
Total equiW 3,079,782,255 2,591,964,539

Liabilities
Deferred tax liabilities
Employee benefits
Other non-current liabilities
Finance lease Iiabilities

I
20
24
25

35,986,265

7,145,802
40,77 4,231

118,480,000
7 145,802

18,5'19,200
Non-current liabilities 83,906,298 144,145,O02

Employee beneiits
Customer deposits
Other deposits
Operational and other payables
Finance lease liabilities
Grant funds
Accrued expenses
Provision for tax

20
21

22

25
26
27
28

44,515,670
14,885,941,261
6,777,995,938
1,023,172,770

17,376,926
43,544,365

1,312,214,254

11,487 .72',1 ,167
5,800,892,990

672,970,358
6,206,558

49,464,389
902,986,476

617 333 982 351 695 662
Current liabilities 24,722,O95,',166 19,27 1 ,937 ,600
Total liabilities 24,806 001 464 19 416 082 602

ota equ ty an a ,885,7 3,719 22,008,047,141

The notes on pages 7 to 37 are an integnl paft of these financial statements

Chief Executive Officer Director

Dhaka,

Company Secretary

As per our repo( of same date
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bKash Limited
Statement of profit or loss and other comprehensive income

For the year ended
Noteffi

Gross revenue 16,332,362,660 '13,848,451 ,389
074 019 100 759 773 281

Net revenue
Cost oI services
Gross profit
Other income
Donor grants
Operating and administrative expenses
lvlarketing and promotronal expenses
Utilisation of grant funds
Profit before contribution to WPPF
Contribution to WPPF

830,319,337
(39,539,016)

652,147,463
(31,054,641)

Profit before tax
lncome tax expenses 35

790,780,321
(302,962,60s)

621 ,092.822
(234,551 ,351)

Profit 487,817,716 386,541 ,471
Other com rehensive income/ ense - net of tax 36

com ns ncome

The notes on pages 7 to 37 are an integral paft of these financial statemenls.

Chief Executive Officer Director

D haka,

51 389 000
,47

sl

Director

Company Secretary

As per our report of same date

Auditor

Rahman Rahman Huq
CharterBd Accountants
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ln Taka

29 't4,258,343,560 12,088,678,108
30 (11,299,194,131) (9,765,846,432\

2,959,149,429 2,322,831,676
31 1,391,255,705 1,123,864,592
34 50,562,922 55,386,622
32 (2,478,90r,509) (1,964,639,067)

33 (1,041,184,288) (829,909,738)
34 (s0,562,922) (s5,386,622)



bKash Limited
Statement of changes in equity

For the r ended 31 December 2017
Convertib Share money Retained

earnings
Total

equityln Taka Ordinaryshares preferen deposit

Balance at 1 Janua 2017

Total comprehensive income
Profit for the year

38 194,900 4 097,000 2,133 618 396 50 162 415 ,081 2 591 964 539

487 ,817 ,7 16 487 ,817 ,7 16
Total comprehensive income 487 ,817 ,7 16 487 ,817 ,7 16
Balance at 3'l December 2017 38,194,900 4,097,000 2,133,618,396

For the year ended 31 December 2016
Convertible Share money

deposit
Retained
earninqs

Total
equityln Taka Ordinary ghares preference shares Share premium

Balance at 'l January 2016 38,194,900 4,097,000 2,133,618,396 505,162 80,396,610 2,256,8'12,068

Total comprehensive income
Profit for the year
Other comprehensive income/(expense) - net of tax

386,541 ,471
(s1,389,000)

386,541 ,471
(51,389,000)

Total com rehensive income
ance a 31 Decem ,000 2 13

335,152 471'1 2,591,964,539
152 471

The notes on pages 7 to 37 are an integral paft of these financial statements
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bKash Limited
Statement of cash flows

ln Taka
For the year ended 3'l December

2017 2016

Cash flows from operating activities
Cash receipt from customers
Cash paid to suppliers, emplovees and others

18,6A8,115,022
(14,239,125,s13\

18,473,244,435
(12,557,858,678)

4,448,989,509
1,174,463,281

5,915,385,757
1 ,076,029,140

lncome taxes aid
Gas ows opera ng activ ties

170 761
5,45 ,566,029

141 640,949
6 ,849 ,77 3 ,948

Cash flows from investing activities
Acquisition of property, plant and equipment
Acquisition of intangible assets
lnvestment in fixed deposits

(340,049,941)
(231,887,831)
(501,800,000)

('186,'104,099)
(1 82,634 ,7 52\
(150,000,000)

Net cash used in investing activities (1,073,737,7721 (s18,738,851)

Cash flows from financing activities
Finance lease liabilities (12,466,600) (2,894,2421
Net cash used in financing activities ('12,466,600) (2,894,242)

Net increase in cash and cash equivalents
Cash and cash equivalents (including restricted cash and cash
equivalents) at 1 January

4,366,361,657

17,806,151,091

6,328,'140,855

11,478,O10,236
Cash and cash equivalents including restricted cash and
cash equivalents as at 31 December 22,172,512,748 '17,806,1 51 ,091

Less: Restricted cash and cash equivalents 2'1,986,269,408 17,506,568,895

Cash and cash equivalents as at 3'l December 't 86.243.340 299.582.196

The notes on pages 7 to 37 are an integral paft of these financial statements

W
*
co
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Cash generated from operating activities
Interest received from deposits



Notes to the financial statements

1 Reporting entity

1.1 Company profile

bKash Limited (hereinafter referred to as "the Company"), a subsidiary of BRAC Bank Limited, started as a
joint venture between BRAC Bank Limited, Bangladesh and Money in lvlotion LLC, USA. lt was incorporated as
a private company limited by shares under the Companies Act, 1994 on 1 Nilarch 2010 having its registered
office in Dhaka. Subsequently, in April 2013 lnternational Finance Corporation (lFC), a member of the World
Bank Group, became an equity partner and in April 2014, the Bill & N.4elinda Gates Foundation subscribed for
the convertible preference shares of the Company. The Company has an authorised share capital of Tk.
500,000,000 divided into 4,900,000'ordinary shares of Tk. 100 only each and 100,000 preference shares of Tk.
100 each.

'1.2 Nature of business

bKash provides financial services via mobile phones to its customers under a Payment System Operator
(PSO) license issued by Bangladesh Bank. The ultimate objective of the Company is to ensure access to a
broader range of financial services for the people of Bangladesh. ll has a special focus to serve the low income
masses of the country in order to achieve broader financial inclusion by providing services that are convenient,
affordable and reliable.

1.3 Draft MFS guidelines

ln July 2015, Bangladesh Bank (BB) issued draft guidelines on Mobile phone based Financial Services (MFS)
The purpose of the guidelines is to:

orovide regulatory framework for l\.4obile phone based Financial Services (MFS), providing an enabling
environment for innovations in cost efficient off branch financial services delivery;

reduce use of cash and its associated costsi

put in place compliance drills required by Anti-Money Laundering and Combating Financing of Terrorism
(AMUCFT) laws and regulations; and

promote access to formal financia! services at affordable cost especially for the poor and unbanked
population segments.

Under these guidelines, existing and potential MFS providers would need to undergo a new licensing process.

The draft guidelines also include provisions on matters such as a multi-bank led ownership structure and

minimum capital requirements.

BB sought feedback on the draft guidelines from various stakeholders and requested feedback before 30

October 2015. The industry awaits the final guidelines from BB.

2 Basis of accounting

2.1 Statement of compliance

The financial statements have been prepared in accordance with Bangladesh Financial Reporting Standards

(BFRSS) and as per the requirements ofthe Companies Act 1994.

The titles and format of these financial statements follow the requirements of BFRSS which are to some extent

different from the requirements of the Companies Act 1994. However, such differences are not material and in

the view of management, BFRSs titles and format gives a better presentation to its intended users.

Details of the Company's accounting policies are included in Note 43.

2.2 Oale of authorisation

These financial statements have been authorised for issue by the Board of Directors of the Company on

7
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3 Functional and presentation currency

These financial statements are presented in Bangladesh Taka Oaka/Tk/BDT), which is both the functional and
the presentation currency of the Company. The amounts in these financial statements have been rounded off
to the nearest Taka, unless otherwise indicated.

4 Reporting period

The financial statements of the Company covers the year from 1 January to 31 December and it is followed
consistently.

ln preparing these financial statemenls, management has made judgments, estimates and assumptions that
affect lhe application of accounting policies and the reported amounts of assets, liabilities, income and
expenses. Actual results may differ from these estimates.

Eslimates and underlying assumptions are reviewed on an ongoing basis. Revision to estimates are
recognised prospectively.

a. Judgments

lnformation about judgments made jn applying accounting policies that have the most significant efiects on the
amounts recognised in the llnancial statements is included in the following notes:

Notes 25 and 43N,4 Finance lease liabilities

b. Assumptions and estimation uncertainties

lnformation about assumptions and estimation uncertainties that have a significant risk of resulting in a
material adjustment in the period ended 31 December 2017 is included in the following notes:

Notes 6 and 43F
Notes 7 and 43G
Notes I and 43E(ii)
Notes 20 and 43C
Notes 28 and 43E(i)
Notes 38, 39 and 43O

Property, plant and equipment
lntangible assets .

Deferred tax assets/(liabilities)
Employee benefits
Provision for tax
Commitments and contingencies

When measuring the fair value of an asset or a liability, the Company uses market observable data as far as
possible. Fair values are calegorised into different levels in a fair value hierarchy based on the inputs used in
the valuation techniques as follows:

Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities

Level 2: inputs other than quoted prices included in Level 1 that are observable for the asset or liability,
either directly (i.e. as prices) or indirectly (i.e. derived from prices).

Level 3: inputs for the asset or liability that are not based on observable market data (unobservable
inputs).

lf the inputs used to measure the fair value of an asset or a liability might be categorised in different levels of
the fair value hierarchy, then the fair value measurement is categorised in its entirety in the same level of the
fair value hierarchy as the lowest level input that is significant lo the entire measurement.

8

Notes to the financial statements

5 Use of estimates and judgments

The Company recognises transfers between levels of the fair value hierarchy at the end of the reporting period

during which the change has occurred.



6 P.oporty, plant and equlpment

See accounting policy in Note 43F

Reconciliataon of car amount
Laptop & Motor vehicles Office Leasehold

Office furnituro/Vote lT equipment uter Motor vehicles - leased Total

Cost
Balance at 1 January 2016
Additions
Reclassilicataon

243,769,882
53,358,421

(11.500)

67,530,023
16,507.925

(292,316\

2,000,000
31.137,4-44

37,410.361
8,173,443

(2,328,799\

25,465,214
14.586,302

(782,54sJ

56,546,802
22,842,009
(1,110.364)

92.99'1,260
276,113,531

(62,991)

525,713,542
422,719,O7 5

(1,173.355)
(3,415,160)

Transfer from work in ress 92e 2 928 269
Balance at 31 Decembor 390 045 012 45 2 000 1,137,444 43 255,005 39,268,971 78,278,447 276j13.531 943,844.102

Balance at 'l January 2017
Additions
Reclassification

Transfer from work in proaress

390,045,072
73,378,890

83,745,632
21,O59,728

31,137,444
50,511,159

43,255,005
13,665,552

39,268,971
10,750,938

74,2?4,447
3,811,828

276,113,531
75,0'15,384

(35,1s5,647)

2,000,000

12,552,26s1
86,058,763

113,s7 2,7421 (1,091,879) (213,956)
5,148.014 18.270.854 (110.477.641)

Balance at 31 Docember 2017 546,930,450 91.232.578 2.000.000 81,548.603 55,828.678 s5,953,967 100,361,139 205,495,627 1,139,45.1.052

Accumulated deproclation
Balance at 1 January 2016
Depreciation
Adiustments

78,923,884
60.523.691

23,968,343
24,177,238

1,999,999 3,768,486
4,257 ,394

8,903,S14
6,2S0,203

3,137 ,234
13,831,869

(203,567)

120,701,860
116,2t1,228

(203,567)32.2
3,130,833

10 343 425 924 242 5

ceat3 l Dec 133 2431 52 105 944 999 999 3 130 833 7 299 245 14 768.193 16 765,536 235,s06,982

Catrying amounts
At 31 December 2016 250 607 840 31 639 ri88 28 006 611 35 760 24 61 512 276 113 531 708 337 120
At 31 December 2017 322,O95,s69 31.298.366 I 65,793,521 44,163,609 32,098,737 66,625,341 205,495.627 767,571,771

WE Ic
KA
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Notes to the financial statements (Continued)

943,844,102
248,193,479
(35,r55,647)
(17,430,882)

(39,637) (726,635)

Balance al 1 January 2017 139,137,232 52,105,944 1,999'999 3'130,833 7'299'245 14,768,193 16,765,536 - 235,506,982
Deprecialion 32 2 A7,212,934 21,263,357 - 12,724,249 4,737,593 S,210,633 '16,970,262 - 152,119,038
write off 11.816.2751 {13.435.099) (371.769} {123.5961 - (15.746.739}
galance at 31 December 2017 224.833.891 59.934.212 1.399.999 15.855.082 11.665.069 23.855,23O 33,735.798 - 371.E79.281



Notes to the financial statements (Continued)

7 lntangible assets

See accounting policy in Note 43G

Reconciliation of carrying amount

ln Taka
Work in

progress Total
Cost
Balance at 1 January 2016
Additions
Reclassification
Transfer from work in progress

351,689,135
38,475,376
(6,4s2,003)
86,2?8,447

96,205,132
'10,297,808

(9,989,415)
(86,228,447)

447 ,894,267
48,773,184

(16,441,418)

Brlanae;t 31 DecemEar rc'[ 469.940.955 10,285,078 480,226,O33

Balance at 1 January 2017
Additions
Reclassification
Write off
Transfer from work in progress

469,940,955
10'1,138,998

(1 10,51 6,999)
46,903,441

10,285,078
't68,',134,782
35,155,647

(46,903,441)

480,226,033
269,273,780

35,155,647
(110,516,999)

Balance at 31 December 2017 507,466,395 166,672,066 674,138,461

Accumulated amortisation
Balance at 1 January 2016
Amortisation

112 997 ,031
775 287

112,997,031
97 775 287

Balance at 3 210 772 3'1 8 210 772 318

Balance at I January 2017
Amortisation
Write off

32.2
210,772,318
110,250,380

(110,516,999)

210,772,3',t8
1r0,250,380

(110,5'16,999)
Balance afiTDAcem6er 2oia 210.505.699 210.505.699

Carrying amounts
At 31 December 2016 168 7

ecem f 296,960,696 166,672.066 463.632.762

IEMF o
oHA(
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Notes to the financial statements (Continued)

8 Deferred tax assets/(liabilities)

See accounting policy in Note 43E(ii)

ln faka Note 2017 2016
Ealance at 1 January
Deferred tax income/(expense) for the yeat 35.1

1,338,020 (59,233,683)
60,571,703,324,285)

Ealance at 31 December 35,986,265) 1,338 020

ln Teka

Carrying
amount on

reoortino date

Taxable/
(deductible)

tempoaary
differenceTax base

At 31 December 2017
Property, plant and equipmenl
lntangible assets
Preliminary expenses

539,607,623
296,960,695

480,58s,69s
198,698,254

9,9s0,800

59,02't,928
98,262,441
(9,950,800)

(44.515.670)Ernpiovee benefits 44,515.670
Taxable/{deductible) temoora differences 881,083.988 589,234,749 102.8,17,899

Applicable tax rate 35%

Taxable/(deductible) temporary differences 795,240,615 562,103,531 (3,822.91s)

Applicable tax rate

I Operational and other receivables

See accounting policy in Note 43H(i)

ln Teke 2017 2016
Operational receivables
Related party - BRAC Bank Limited
Other than related parties

613,209
53,219

572.894
12,589,877

666,428 13,162.771
Lessr Provision for doubtfui debts

Other receivables
Accrued interest on flxed deposits

666,428

426,286,854

13,162,771

206.803.608
426,286.854 206,803,608
426.953 282 219 966.379

Below one year 426,953,282 219,966,379
426,9s3,282 219,966,379

Effi c

11

Deferred tax liabilities (35.986.265)

At 31 December 2016
Property, plantand equipment 417,591.978 374,054,363 43,537,615
lntangible assets 259,168,637 176,992.723 A2J75,915
Preliminary expenses - 11,056,445 (11,056,445)
Emplovee benefits 118.480,000 - (118,480,000)

n.f.rro.l frY ,<<at< 1 338 020



Notes to the financial statements (Continued)

10 Advances, deposits and prepayments

See accounting policy in Note 43H(i)

ln Take
^rote

2017 20't6
Advances
Employees
Suppliers
Office rent
VAT current account

5,835,286
15,261,377
89,206,274

724,932

2,213,38A
6,424,790

94.900,273
I ,127.271

111,028,869 104665.722

Deposits
Rent 416 600 672 4006

5,416,600 6 672 4AA

Prepayments
Expenses
Aqent commission 10.1

48,7s',t,171
67,139,582

55,116,'195
51,812,699

115,890,753 106 928 8S4

,336,222 218.267 .al6

10.1 Agent commission represents amounts paid to agents through bKash wallel whjle performing cash in transactions for which
revenue will be generated in the next financial period(s).

11 Advance income tax

See accounting policy in Note 43E(i)

ln Taka 20'17 2016
Balance at 1 January
Deducted at source

366,946,533 225.305,584
'170 886 761 640 949141

Balance at 31 December 537,833.294 366.946533

'12 Airtime balance

ln faka Noae 2017 2016
Airtime balance
Robi Axiata Limlted
Banqlalink Digital Communications Limited
Grameenphone Limited
Teletalk Banqladesh Limited

285,962,671
26,060,638
57,384,843
44,216,859

15,364,457
29,535,985

5.631.858
41 3. 6 25.011 7A.498.291

Airtime Droceeds in transit 12.2 749.518.629 727.088.976
749,518.629 727.088,976

't.'t63, t43.640 797 .587 ,267

12.1 Airtime balance represents the unused amounl of purchased mobile airtime from respective lvlobile Network Operators (MNOS)

for which service has not yet been availed by bKash customers. As such airtime has no expiry date in the hands of the Company,

these are recorded at their face value until utilised or purchased by bKash customers.

.12.2 Airtime proceeds in transit represents the balance to be transferred from restricted float accounts to operational accounts against
sold airtime top-up (Note 22).

13 Restricted cash and cash equivalents

See accounting policy in Nole 43H(i)

ln Take 2017 2016

Cash at bank
Fixed deposits

6,596,269,405 6,006,568,895
11,500,000,00015,390,000,003

21,9 86.269.408 17.506.568.895

Restricted cash and cash equivalents includes balance with customer deposits, channel partner deposits and merchants etc.,

which is kept with different banks in the form of cash and Fixed Deposit Receipts (FDR). As per license and multibanking
approval issued by Bangladesh Bank, at any point of time, the physical cash balance of bKash accounts held in different banks

must be equal to the balance shown in the system of bKash digital wallet platform. This account shall remain under suNeillance

ffi[E a

*

of Bangladesh Bank
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Notes to the financial statements (Continued)

14 lnvestment in fixed deposits

See accounting poljcy in Note 43H(i)

Such investment represents unrestricted cash balances which are kept with different banks in the form of Fixed Deposit Receipts
(FDR).

'15 Cash and cash equivalents

See accounting poljcy in Note 43H(i)

ln Taka 201 2016
Cash in hand
Cash at digitalwallet
Cash at banks

1,928,762
14,039,509

687,8s0
5,754,959

170 06s 139
1 86,243,340 299,582.196

16 Ordinary shares

See accounting policy in Note 431

ln Taka No. of shares 2017 2016

Authorised
Auth orised loar value of Tk. 100 each) 4.900.000 490.000.000 490.000.000

Paid uD
Ordinarv shares (oar value of Tk. 100 each) 381.949 38.194.900 38.194 900

No. of shares % 20't7 2016
BRAC Bank Ltd.
Money in Motion LLC, USA
lnternational Finance Corporation

194,800
139,405

47 ,7 44

51.00%
36.50%
12.50%

19,480,000
13,940,500

4,77 4,400

19,480,000
't 3,940,500
4.774.400

381,949 '100.00% 38,194,900 38 194 900

l7 Convertible preference shares

ln Taka No. of shares % 2017 2016

Authorised
Authorised (par value of Tk. 100 each) 100,000 10,000,000 10,000 000

Convertible preference shares were issued as per the shareholder agreement dated 3 February 2014 among bKash Limited,
BRAC Bank Limited, Money in nlotion LLC, USA and the Bill & Melinda Gates Foundation. Total 40,970 shares of Tk. 100 each
was issued with a premium of Tk. 20,684 (rounded ofO with the approval of respective authority.

The respective shareholders do not have any voting right associated to the converlible preference shares. At the option of the Bill

& Melinda Gates Foundation such shares shall be converted on a 1:1 basis lnto ordinary shares.

18 Share premium

ln Taka No. oI shares 2017 2016

BRAC Bank Limited
Money in Motion LLc, USA
lnternational Finance Corporation
The Bill & lrelinda Gates Foundation

49,705
122,255

47,744
40.970

149,11s,000
366,76s,000
770,325,568
847.412,828

149,1 15,000
366,765 000
770,325,568
847,412.82a

260,674 2.1 33.6'18.396 2.133.618396

19 Share money deposit

This balance represents share money deposit received from Money in Motion (MIl\,'!) LLC, USA and lnternational Finance

Corporation (lFC).

EEM
*
a

Percentage of shareholding

ln faka

Paid up 4.097,000 4,097,000
Brll & Melrnda Gates Foundatron loar value of Tk 100 eacf 40.970 'loo'/. 4.097.000 4 097 000

13
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20 Employee benefits

See accounling policy in Note 43C(iii)

ln Taka Note 2017 2016
Balance at '1 January
Service cost
Benefits Daid

1'18,480,000
50,010,000

(123,97 4,330t

6,873,005
111,897,900

(290,90s)
20.1

Balance at 3l December 44,515,670 118,480,000

20.1 Defined benefit obligation charged to prolit or loss and other comprehensive income

ln Taka Note 20'17 2016
Profit or loss
Current service cost
lnterest accrued on defined benefit obligation

40,930,000
9,080,000

32,297,900
540,000

Other comprehensive (income)/expense
Actuarial (qain)/loss recoqnised directlv in equitv

32.1 50,010,000

36

32,837,900

79,060,000
50.010,000 111,897.900

20'17 2016
Discount rate
Salary escalatioalqtq

8%
10%

B%
10%

7 2016

Balance at 1 January
Net addition durinq the year

11 ,487 ,721,167
3,398,220,094

7,346,784,052
4.140.937.115

Balance at 31 December M.AA5.941.261 11 .447 721 167

Cuslomer deposits represent the balance maintained by customers in their mobile phone in the form of e-money

22 Other deposits

See accounting policy in Note 43H(ii)

ln faka 2017 20't6
Agent deposit
Distributor deposit
l\,4erchant deposit
Deposit in transit

2,356,784,446
3,530,423,664

133 ,'.147 ,832
757,639,996

1,020,631 ,106
3,923 .497 ,492

130,966,336
725,794,456

6.777.995, 5 800.892.990

Other deposit represents the balance maintained by agents, distributors and merchants in their mobile phone in the form of e-

money. Deposit in transit represents the balance to be transferred from restricted float accounts to operational accounts against

operational revenue, ATIVI cash out, sold airtime top up and requested inward remittance.

23 Operationaland other payables

See accounting policy in Note 43H(ii)

ln Taka Note 201 2016

Operational payables

Other payables

Unearned revenue

5't9,896,635
497,095,765

6.180,370

258,470,369
413,323,648

1.176.341

23.1

14

1,023,',t72, 672.970.35B

EW
ts

20.2 Actuarial assumptions

Ihe following were the principal actuarial assumptions at the reporting date.

21 Customer deposits

See accounting policy in Note 43H(ii)

ln Taka
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2017 2016
Related parties
Other than related oarties

901,998
518,994,637

5.537.112
252.933.257

519.896.635 258.470 369

23.2 Other payables

ln Taka 20't7 2016
VAT payable
Withholding tax payable
Subscriber acquisition charges payable
lnterest on customer wallet balance
Security deposit from distributors and agents
Other security deposits
Others

185,841,396
116,532,585
116,617,228
60,031,846
14,750,000

't,333,782

988,928

172,300,587
103,518,577
76,920,175
39,542,655
15,725,000
s,003.292

313,362
497,095,765 413.323648

23.3 Unearned revenue

ln faka 20'17 2016
Airtime top-up
Robi Axiata Limited
Banglalink Digital Communications Limited
Grameenphone Limited
Ieletalk Banoladesh Limited

3,801,942
390,908
815,528

1,171.992

342,015
230.467
434,903
168,956

6,180,370 1,176.341

This represenls the unearned commission on unsold portion of purchased mobjle airtime from different lvlobile Network Operators
([INOs).

24 Other non-current liabilities

ln Taka 20't7 2016
Money in Motion LLC, USA
Solution and requirements workshop (Vlsa Cape Town Proprietary Ltd)

Consultant (Siqnal Point)
2,s14,308
4,631,494

2,514,308
4,631 .494

7 .145.402 7 145.842

The above amounts represent payments made by llloney in Motion LLC. USA to Visa Cape Town Propraetary Limited on behalf
of bKash in 2010.

25 Finance lease liabilities

See accounting policy in Note 43M

ln faka 2017 2016
40,77 4,231 18,s19,200Finance lease liabilities - non current

Finance lease liabilities - current 17 926 6 246
58 1s1 157 24 725 758

Finance lease liabilities are payable as iollows:

Future minimum lease
oavments

Present value of minimum lease
pavmentslnterest

20't7 2016ln Taka 20't7 2016 2017 20't6

Not later than one year
Later than one year but
not later than five years

22,301,',t43 8.429.794

21,049,963

4,924,2',t8

4,539,206

2,223,236

2,530,763

6.206,558

'18,519,200

't7,376,926

13 .437 40 774. 231

67,614,580 29 479.757 9,463,424 4.753.999 58,151,157

15

24.725.758

FFIWJ I
C

23.1 Operational payables

ln Taka

The future lease payments might vary which is contingent on changes in future bank interest rates
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26 Grant funds

See accounting policy in Note 43L

ln Taka Note 20'17 2016
Balance at 1 January
Fund received during the year
lnterest on grant fund
Utilisation of fund

26 1

49,464,389
41,952,076
2,690,822

(50,562,922)

27 ,155,154
69,5'13,107

1 ,8'10,473
(49,014,345)

Balance at 31 December 26.2 43,5214,365 49 464.389

26.1 Fund received during the year

ln Taka 20'17 20't6
International Finance Corporation
Bill& l\,4elinda Gates Foundation

2',1,327,076
20,625,000 69,513,107
41,952,076 69.513.107

26.2 Closing balance

ln Taka
lnternational Finance Corporation
Bill& [Ielinda Gates Foundation

350
43,544,015

78,444
49,385,945

43.544.365 49 464.389

27 Accrued expenses

See accounting policy in Note 43H(ii)

ln Taka 2017 20 6

Distributors commission
Capital expenditure
lvlobile network operator servace charges
Other employee benefits
Advertisement
Point of sale materials
Other accruals
Alternative channel marketing
Offlce rent
Car rent
l\,larket research
Training
Customer communication
Audit fee
Corporate event and marketing
Travelling
Business promotion

224,847,532
104,459,888
423,O18,594
227,079,772
132,975,294
47,493,960
7 5,579,722
12,000,000

9,278,057
12,495,960
5,007,540

13,934,881
4,248,245

927,500
11,006,249
1,199,558
6,661.498

210.27 5,139
159,812,103
156,163,125
150,937,182
121,020,173
29,687,645
32.402.723
10,904,866

7,398,100
6,363,535
5,893,790
4,764,189
3,179,194

800,000
1,789,160
1.416,751

578,803
1.3',t2.214.254 902 986.476

28 Provision for tax

See accounting policy in Note 43E(i)

ln Taka Note 2017 2016

Balance at 1 January
Provision made durinq the year

351,695,662
265,638,320

84,243,608
260.011 .729

Adiustment on com pletion of assessment for Prior Years

35
7 444 325

Balance at 31 ber 617,3 351,695,662

The Company believes that its accruals for tax liabilities are adequate for all open years based on its assessment of many factors

includlng rnterpretatron of tax lavls and orior experiences

ffi o

16

2017 2016
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29 Net revenue

See accounting policy in Note 43A

ln Taka ,Vote 2017 2016
Service fees on
Cash out through agent
Person to Person (P2P)
Cash out through ATM
Merchants - collection
lvlerchants - disbursement
Remittance
Commission on airtime purchase 29.1

't3,079,438,531

636,083,174
2,430,457

106,685,380
1,807,804

348,552

1 '1 ,'156,986,894
508,239,161

1,655,831
63,524,444

1,263,329
152,2',t6

356,856,233431,549,562
14.258.343.560 12,088,678.108

29.1 Commission on airtime purchase

ln Taka
a tm

Banglalink Digital Communications Limited
Grameenphone Limited
Teletalk Bangladesh Limited

99,259,022
91,188,7 48

207,999,878
33,101,914

20'16
98,624,235
81 ,268,246

167 ,456,430
9,507,322

431.549,562 356,856,233

30 Cost of services

ln Taka ivofe 2017 2016
Ag-enf commEEion.n-A
Agent commission on cash out
Distribulor commission on cash in
Distributor commission on cash out
lvlobile Network Operators service charges
ATM cash out charges
Remittance service cost

301
30.2
30.3
30.4
30.5

3,929,834,103
3,703,942,901
'1,388,91s,645
1,308,996,475

967,190,079
267,628

3,380,538,408
3,195,732,765
1 ,217 ,970,069
1 ,150,565,366

820,890,284
126.707

47 300 22 833
'11.299.194.13',1 9 ,765,846,432

30.1 Agent is paid commission on cash in amount deposited by customers in their bKash digital wallets

30.2 Agent is paid commission on cash out amount withdrawn by customers from their bKash digital wallets

30.3 Oistributor is paid commission on cash in amount deposited by customers in their bKash digital wallets through
agents.

30.4 Distributor is paid commission on cash out amount withdrawn by customers from their bKash digital wallets

through agents.

30.5 Mobile Network Operators (MNOS) are paid service charges on cash out through agents, merchant collection,
Person to Person (P2P) transactions and cash out through BRAC Bank ATMs.

IFEE co
o

1,7
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3'l Other income

See accounting policy in Note 43D

ln Taka
nterest on

lnterest on bank balances
Miscellaneous income

348,536,225
1,800,768

247 ,697 .694
16,505,020

2 20't 6
1 ,87

1.391.255.705 1.123.864.592

Note 2017 2016
Salary and allowances
Depreciation and amortisation
Offlce rent
Office maintenance
Business development
Training and workshop
Bank charges
Utility
Employee welfare
Security charges
Outbound call cost
Professional and legal fees
Audit fee
Data entry and archiving
Vehicle rental expense
Communication
Postage and courier
Software and other maintenance charge
Printing and stationery
lnsurance
Travelling expenses
Loss on sale of fixed assets
lnterest on customer wallet balance
lnterest expense - finance lease
Other operating and administrative expenses

1i54;iZF27 j4-6J8-6335-
262,369,418 213,7A2,948
't56,58/,242 122,553,603
42,655,939 27.520.841
33,it42,869 29.537.786
37,666,893 30,801,028
29,696,345 54,a26,464
20,741,968 18,584,540
17,225,339 13.716.317
13,632,175 10,171,364

575,390 19,852
54,421,413 67,388,606

927,500 846,000
16,538,700 18,540,215
82,950,611 62,977,596
27,844,973 20.234184
11,347,53',1 12,396,567

245,943,575 226,438,701
7,436,827 9,891,779

14,235,882 1't,364,303
106,993,558 80,540 230

- 4,082,357
108,095,482 65,457,042

4,799,831 1,429,496
2A,649,521 16.148,412

2,478.901,509 1,964,639,067

32.'1 Salary and allowances

ln Taka 2017 2016
Salary and allowances - regular 946,939,783 685,932,454
Salary and allowances - contractual 1'19,084,852 '100,081 895

Employeis conkibution to gratuity fund 50,010,000 32,837,900
Employer's contribution to provident fund 38,089,892 21,336,587

1.154.124.527 846188.836

32.2 Depreciation and amortisation

ln Taka
Depreciation - propedy, plant and equipment
Amortisation - intangible assets

6
7

152,1,19,038
'110,250,380

'1'16,007,661

97 ,77 5,287
262.369.418 213.742.948

32.3 Software and othe. maintenance chatge

ln Taka 2017 20'l.6
AnnIZf mdntenance-Earge
Other maintenance charge

188,568,963
37,869,738

212,497,366
33,446,209

18

245.943.575 226 438 741

W
RA

-

tsK
*

32 Operaling and administrative expenses

ln Taka

Note 2017 2016
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32.4 Travelling expenses

ln Taka 20'17 2016
TE ellinfxpenses -
Travelling expenses - local

34,836,598 16,57A 977
72,156,960 63.969.253

106,993.558 80 540 230

32.5 Other operating and administrative expenses

ln Taka 2017 2016
Meetin0
Corporate social responsibility
Foreign exchange loss
Office accessories
Entertainment
Board meeting attendance fee
Write off of property, plant and equipment
Newspape. and magazine
Rent, rate and taxes
Miscellaneous

4,230,723
7,973,170
5,955,218
4,427,039

858,518
1,520,259
3,237 ,357

'189,296

223,029
34,9'12

5P73s-02

538,556
3,375,436
1,305,944

994,705
2,212,614

157,504
172,675

1,417,37-l

2 16 412

20162017

33 Marketing and promotional expenses

ln Taka
Subscriber acquisition charges
Campaign charges
Customer communication
Point of sale materials
Alternative channel ma*eting
Advertisement
Corporate event management
Market research

362,49',t,571
75,577,888
13,06't,029

173,593,733
95,163,886

253,383,696
42,024,055
1s,788,430

221 ,07 4,226
62,779,538
14,825,68'1

162,380,473
95,031,i 98

199,897,296
54,820,887
19,100,439

1.041.184.288 829.909.738

34 Utilisation of grant funds

ln Taka 2017 2016
ffi
Point of sale materials
Subscriber acquisition charges
Salary and allowancas
Donated asset
Campaign charges
Cash out and bank charges
Business development
Corporate event management
Others

4,718,604
1,843,059
3,673,837

6,768,781
1,317,105

13,297,380
21,179,206

5,012,050
6,052,7 41

1,750,359
13,090,466
18,659,327

1,646,670
6,843,931

87,028 I 000

50,562,9 55.386.622

34.1 lnternational Finance Corporation

ln ka
rnto sa m a s

Advertisement
Subscriber acquisition charges
Business development
Campaign charges

2017

3,863,954
2,722,776

746,000
13,039,806

19

21,405,170 766.705

[trEt
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nt s ema I s
2017

854,650
900,670
50,660

951,060
18,659,327

6,843,931
87,028

6,768,781

6,052,7 41
19,818,979
13,297,380

1,750,359

9,000

Advertisement
Business development
Campaign charges
Salary and allowances
Subscriber acquisition charges
Cash out and bank charges
Corporate event management
Others

29,'157 ,7 51 48.247.644

34,3 Departmentfor lnternational Development

ln Taka 2017 2016
Donaied-asels
Salary & allowances

- 5,012,050
1 ,360,227

277

35 lncome tax expenses

See accounting policy in Note 43E

ln Taka
urrent tax

Adjustment on completion of assessment for prior years

Note 016
I

7,444,325

Deferred tax expense/(income) recognised directly in profit 35.1

265,638,320 267452,A54
37,324,285 (32,900703)

302,962.605 234551.351

35.1 Deferredtaxexpense/(income)

ln Taka
as S a e nnrng yeat

Less Defer.ed tax assey( iabilities) at the end of the year

2016
59,2

I (35,986,265) 1,338,020

Deferred tax attributable to actuarial loss recognised directly in equity
37,324,285 (60,571,703)

36 - 21,671 000
Deferred tax expense/(income) recognised directly in profit 37,324,285 (32,900703)

35.2 Reconciliation of effective tax rate

ln Taka 2017 (%t 2016 f ) 20't7 2016
ffi
Tax using the Company's domestic rate
Tax effect of:
Deductible expenses (WPPF)
Non deductible expenses
Recognition of tax effect of previously recognised tax losses

330;3i9;337-- - 6

35.0% 35.0% 290,611,768 2?8.251.612

-1.7"/"
.1.3%

0.0%
4.s%

-1.7%
6.5%
1.10

-5.0%

(13,838,656)
(11,134,793)

(10,869,124)
42,629,241

7,440,325
(32,900 703)Chan rn reco nised laxable ductible te ota 37,324,285

302.962.604 234.551.351

36 Other comprehensive income

See accounting policy in Note 43C(iii)

ka
uar al oss on

16
79.

(27,671,000)
p ns

Deferred tax income for actuarial loss on defined benefit plans

20

2017

51 389 000

WI :t

34.2 Bill & Melinda Gates Foundation

ln Taka 2016
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37 Financial risk management

The Company has exposure to the following risks arising from financial instruments

. Credit risk (see (ii))
o Liquidity risk (see (iii))
. lilarket risk (see (iv))

(i) Risk management framework

The Company's management has overall responsibility for the establishment and oversight of the
Company's risk management framework. The Company's risk management policies are established to
identify and analyse the risks taced by the Company, to set appropriate risk limits and controls and to
monitor risks and adherence to limits. Risk management policies and systems are reviewed regularly to
reflect changes in market conditions and the Company's activities. The Company, through its training
and management standards and procedures, aims to maintain a disciplined and constructive control
environment in which all employees understand their roles and obligations.

(ii) Credit risk

Credit risk is the risk of a financial loss to the Company if a customer or counterparty to a financial
instrument fails to meet its contractual obligations.

The Company's exposure to credit risk is influenced mainly by the individual characteristics of each
customer. However, management also considers the factors that may influence the credit risk of its
customer base, including the default risk of the industry and country in which customers operate.

The maximum exposure to credit risk is represented by the carrying amount of each financial asset in
the statement of financial position. As accrued interest on fixed deposits is the only significant part of the
operational and other receivables and it is most unlikely for a bank to default in paying interest, the
Company is not subject to significant credit risk.

(a) Exposure to credit risk

The carrying amount of tlnancial assets represents lhe maximum credit exposure. The maximum
exposure to credit risk at the reporting date was:

ln Taka Nofe 2017 2016

Operational and other receivables
Security deposits - rent
Restricted cash and cash equivalents
lnvestment in ,ixed deposits
Cash at banks

9
10
13
14

426,953,282
5,416,600

21,985,269,408
2,121,800,000

170 275 q

219,966,379
6,672,400

'17,506,568,895

1,620,000,000
293,139,387

24,7

ln Taka Note 20't7 20'16

Neither past due nor impaired
Past due 'l - 30 days
Past due 31 - 90 days
Past due 91 - 120 days
Past due 91 - 360 days

426,953,282 219,966,379

Past due 361+ S

27

9

,242 219,966,379

W -

(b) Aging of operational and other receivables

At 31 December, the ageing of operational and other receivables that were not impaired was as follows:
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( iii) Liquidity risk

monitors the level of expected cash inflows on trade and other receivables together with expecied cash outflows on operational and olher payables-

Exposure to liquidity risk

exclude Ihe rmpact of netting agreements.

Contractual cash flows
Carrying

/Vore amount Total
2 months

or less
2-12

months 1-2 years 2-5 years
More than

5 yeaIs
Non-derivative financial liabilities
Employee benefits
Customer deposits
Olher deposits
Operational and other payables
Other non-current liabilities
Finance lease liabilitaes

20 44,515,670
21 14,485,941,261
22 6,777,995,938
23 1,023,172,770
24 7,',145,802
25 58,151,157

44,515,670
14,88s,941,261

6,777,995,938
1.023,172,770

7,',t45,402
58,151,157

14,885,941,;61
6,777,99s,938

6,180,370

2.767.036

44,515,670

1,016,992,400

14,609,889 19,164,652
7,145,802

21,609,580
27 'l 3'l 214 254 1 312 214 254 647 124

24,109,136.852 24.109.136.852 22,320,750.731 1,740,466,087 19,164,652 28.755,382

136 22,320,7sO,73',1 1,740,466,087 19,'164,652 28,7s5,3A2

Contractual cash flows
3l December 2016
ln Taka

Carrying 2 months 2-12
-2 years 2-5 years

More than
5 yearsNote !qo!n! Total or less months 'l

Non-derivative financial liabilities
Employee benefits
Customer deposits
Other deposits
Operational and other payables
Other non-current liabilities
Finance lease liabilities

118,480.000
11 .487 .721 .167
5,800,892.990

672,970,358
7,145,802

24,725,75E

118,480,000
1 1 ,447 ,721 ,167

5,E00,892,990
672,970.354

7,145.802
24,725,758 984,300 5,222,257 6,865,914

20
21

24
25
27

11 .487 ,721,167
5,80C,892,9S0

1,176.341

8 223,995 8,209,475 22,986.530 79,060,000

671.794,017
7 ,145,802

-11,653,2E7

Accrued ex nses
19,O14,922,551 15.O14 322,5s1

438 64 536 548 12
17.657.213.061 1,221,7AA.4A1 1s,075,389 41,785.619

902 986 476 902 986 76 366
79.060.000

Oerivative financial liabilities
15,014,922,551 14

22

657 213 06't 1 221 788 481 5,389 41,785,619 79,060,000551 17

ffiE a

conditions, without incurring unacceptable losses or risking damage to the Company's reputation.

31 December 2017
ln Taka

Oerivative financial liabilities
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(iv) Market risk

lvlarket risk is the risk that any change in market prices, such as foreign exchange rates and interest rates
will affect the Company's income or the value of its holdings of flnancial jnstruments. The objective of
market risk management is to manage and control market risk exposures within acceptable parameters,
while optimising the return.

a) Currency risk

The Company is exposed to currency risk to the extent that there is a mismatch between the currencies in
which purchases are denominated and the functional currency of the Company. The functional currency
of the Company is Bangladesh Taka (Taka/TKBDT). The foreign currency in which these transactions
are denominated is US Dollar (USD).

Exposure to currency risk

The summary quantitative data about the Company's exposure to currency risk as at balance sheet date
is as follows.

ln USD Note 2017 2016
Foreign currency denominated liabilities
Other non-current liabilities
Visa Cape Town Proprietary Limited
Breakpoint Vantage (Pty) Limited
Nihilent Technologies Limited
Huawei Technologies (Bangladesh) Limited
Tigersf ike Ltd

24
23
23
23

23

91,029

95,296

orr,i'r,
36,845

91 ,029
692,698
470,192
357,500

Net exposure 646,546 1 ,61 1 ,419

The following significant exchange rates have been applied during the year:

Average rate Year-end spot rate
ln Taka 2017 2016 2017 2016

USD 80.63 78 47 82.70 78.70

Sensitivity analysis

A reasonably possible strengthening (weakening) of foreign currency against functional currency at the
reporting date would have affected the measurement of financial instruments denominated in a forejgn
currency and affected equity and profit or loss by the amounts shown below. This analysis assumes that
all other variables, in particular interest rates, remain constant and ignore any impact of forecast sales
and purchase.

Equity, net of tax
ProfiU(loss) increase/(decrease)

Effect in Taka Strenqtheninq weakeninq Strenqthe ntnq Weakeninq
3l December 2017
USD (5% movement) (2.673.4681 2.673.468 (2,673.468) 2.673.468

31 December 2016
USD (5% movement) (6.340.933) 6.340.933

ffiE T

t

21

(6,340 I33) 6 340.933



Notes to the financial statements (Continued)

b) lnterest rate risk

lnterest rate risk is the risk that arises due to changes in interest rates on borrowings and deposits.

Exposure to interest rat6 risk

The interest rate profile of the Company's interest-bearing flnancial instruments as at the date of
statement of financial position is as follows:

Nominal amount
ln Taka Note 2017 2016
Fixed rate instruments
Financial assets
Restricted fixed deposits
Operational fixed deposits
Financial liabilities

13

14

15,390,000,003
2,121,800,000

1'1,500,000,000
1,620,000,000

17,511,800,003 13,120,000,000

Variable rate instruments
Financial assets
Restricted cash at banks
Operational cash at banks
Financial liabilities
Finance lease liabilities

13 6,596,269,405
15 170,275,069

6,006,568,895
293,139,387

25 (58,1s1,157) (24,725,758)
6,708,393,317 6,274,982,524
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v) Financial instruments - Fair values and financial rask management

Accounting classifications and fair values

assets and fiflancial liabililies not measured at fair value if the carrying amount is a reasonable approximation offair value.

Notes to the financial statements Continued

Total Levetl Level2 Level3 Totat

nt

31 December 2017
ln Taka

Fair value_
Held-for.Designated hedging

,Vote trading at fair value instruments Held to maturity
Loans and

receivables
Available

forsale
Other financial

liabilities
Financial assets measured at fair value

Financial assets not measured at fair value
Operational and othe. receivables
Security deposits - rent
Cash at banks
Frxed deposits with banks

9
1A

13 &15
13&14

426,953,282
5,416,600

6,766,544,474

426,953,282
5,416,600

6,766,544,47 4
17,5'11,800,00317,511,800,003

'17,51'1,800,003 7,198,S14,356 24,710,714.359

Financial liabilities measured at fair value

Financial liabilities not measured at fair value
Employee benefits
Customer deposits
Other dePosits
Operational and other payables
Other non-cunent liabilities
Finance lease liabilities
Accrued expenses

20
21
22
23
24
25
27

44,515,670
14,885,941,261
6,777,995,938
1,016,992,400

7,145,402
58,15'1,157

I ,312,214,254

44,515,670
14,885,94't,261
6,777,995,S38
1,016,992,400

7,145,802
58,151,157

't ,312,214,254
24 102 6 24 102

25
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31 December 2016
ln Taka

Held-for- Designated
lvole trading at fair value

hedging
instruments Held to maturity

Loans and
receivables

Available
for sale

Othe. financial
liabilities Total Levell Level2 Level3 Total

Financial assets measured at fair value

Financial assels not measured at fair value

Operational and other receivables
Security deposits - rent
Cash at banks
Fixed deposits with banks

219,966,379
6,672,400

6,299 ,108,282

219,966,379
6,672,400

6 ,299 ,708,282

I
10

13 &15
13&14 13,120,000 000 13.120.000 000

13.120.000.000 6,526,347,061 19,646,347,061

Financial liabilities measured at fair value

Financial liabilities not measured at fair value

Employee benefits
Customer deposits
Other deposits
Operational and other payables
Other non-current liabilities
Finance lease liabilities
Accrued expenses

118,480,000
11,487,121,167

5,800,892,990
671,794.017

1,145.8A2
24,725,758

902,986,476

118,480,000
11,4A7,121,161
5,800,892,990

671.794,017
7.145,802

24,725,754
902.986.476

20
21
22
23
24
25
27

19, 413.746.210 19.013.146 210

m
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Carrying amount



As at 31 December 2017, lhe Company is committed to incur capital expenditure of BDT 60 million (31 December
2016: 27 million).

Contingencies

See accounting policy in Note 43O

lncome taxa)

There are unresolved disputed corporate tax assessments by the authorities for the financial year 2012.
Considering the merits of the authorities' assessment, it has not been deemed necessary to make provisions for
additionaltax claimed as per such assessments.

b) Demand guarantee

ln Taka E date

40

a)

b)

2017
World Food Programme 19 December 2021 '1,800,000

NCC Bank Limited issued on behalf of the Company a Demand Guarantee in favor of World Food Programme
(WFP) as Performance Security for disbursement of WFP's various allowances to its beneflciaries.

Related parties

Parent and ultimate controlling party

BRAC Bank Limited holds 51% shares in the Company. As a result, the ultimate controlling party of the Company
is BRAC Bank Limited.

Transactions with key management personnel

(i) Loans to directors

During the year, no loan was given to the directors of the Company.

(ii) Key management personnel compensation

Key management personnel compensation comprised the following:

ln Taka 2017 2016

Board meeting attendance fee 1,520,259 994,705
1,520,259 994,705

Company's key management personnel includes the Company's directors. No compensation other than board

meeting attendance fee is given to them.

27
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38 Commitments



Notes to the financial statements (Continued )

(c) Other related party transactions

ln Taka

Transaction values for the year
ended Balance outstandinq as at

31 December
2017

3'l December
2016

31 December
2017

31 December
2016

Purchase of services and supplies

ultimate
BRAC Bank Limited
- Other services
Entities with siqnificant influence
Money in [Iotion LLC, USA

Others

t and ultimate
BRAC Bank Limited
- Other receivables / (payables)
Entities with common control
BRAC lT Services Limited
Entities with siqnificant influence
lnternational Finance Corporalion
- Grant funds
Bill & Melinda Gates Foundation
- Grant funds

1,031 ,564 1,746,037

21,118,779

(901,998) (2,922,647)

(7,145,8021 (7145,802\

613,209

21,327,076

23,856,655

(766,705)

23,075,940 (43,544,015

572,894

(2,614,465)

(78,444)

(49,385,945)

(3s0)

The Company leases a number of offices and warehouse facilities under operating leases. The leases typically run
for a period of 5 years, with an option to renew the lease after that date. Lease payments are adjusted at
predetermined intervals to reflect market rentals. For certain operating leases, the Company is restricted from
entering into any sub-lease arrangements.

Future minimum lease payments

ln 2017 and 2016 there were no future minimum lease payments payable under non-cancellable leases

b) Leases as lessor

ln 2017 and 2016 the Company does not have any leased out property

41.4 Directive restricting number of accounts per customer

ln January 2017, BB issued a circular to l\4obile Financial Services (N/FS) providers which included a requirement
for each MFS provider to reduce the number of accounts held under individual National ldentification Number to
just one. ln this regard, bKash has provided a roadmap to BB outlining a plan on how it will comply with this
requirement and is updating the regulator on its progress on a regular basis.

EW
H
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'194,875,089 145,000,690

41 Other disclosures

4l.l Number oI employees

As at 3'l December 2017, number of regular employees receiving remuneration of Tk. 36,000 or above per annum
was 701 (31 December 2016: 638).

41.2 Comparatives

Previous yea/s figures have been rearranged, wherever considered necessary to conform to the current year's
presentation.

41.3 Operating lease

a) Leases as lessee



Notes to the financial statements (Continued)

41.5 Price Sensitive lnformation declared by BRAC Bank Limited

bKash has entered into a non-binding "Summary of Terms" under which a strategic investor may acquire
a minority shareholding in bKash. The proposed acquisition, however, remains subject to satisfactory due
diligence, negotiation, completion of a definitive share acquisition agreement and compliance with all
applicable regulatory requirements.

This information was announced by BRAC Bank Limited as Price Sensitive lnformation on g October
2017 in Dhaka & Chittagong Stock Exchange.

No material events had occurred after the reporting date to the date of issue of these financial
statements, which could affect the values stated in the financial slatements.

42 Basis of measurement

The llnancial statements have been prepared on going concern basis under the historical cost convention
except for defined benefit liability which is measured at present value of defined benefit obligation as
described in Note 43C(iii).

43 Significant accounting policies

Certain comparative amounts in the statement of financial position, statement of proflt or loss and other
comprehensive income (OCl) have been reclassified either as a result of a correction of errors regarding
the presentation of items.

Set out below is an index of the significant accounting policies, the details of which are available on the
pages that follow:

Revenue
Foreign currency
Employee benefits
Finance income and Ilnance costs
Income tax
Prope(y, plant and equipment
lntangible assets
Financial instruments
Share capital
lmpairment
Provisions
Grant funds
Leases
Going concern
Contingencies
Statement of cash flows
Events after the reporting period
lvlateriality and aggregation

B

c
D

E
F

G
H

I

J

K
L
M
N

o
P

o
R

30
30
30

31

32

33
34
35

36
36
.lt)

36
37
37

ffi

41.6 Subsequent events

The Company has consistently applied the following accounting policies to all periods presented in these
financial statements.

29



Notes to the financial statements (Continued)

A Revenue

Revenue is recognised when service is rendered, to the extent it is probable that the economic benefit
from the transactions will flow to the Company and the revenue can be reliably measured. Revenue is
measured at the fair value of the consideration received or receivable, net of sales related taxes. These
taxes are regarded as collected on behalf of the authorities.

Revenue comprises of the following

(i) Service fee on cash out through agent: Revenue from this service is recognised when a customer
performs a cash out transaction using his/her bKash wallet.

(iD Service fee on send money (P2P): Revenue from this service is recognised when a cuslomer
transfers e-money from his/her own bKash wallet to another bKash customer wallet.

(iii) Service fee on cash out through ATM: Revenue from this service is recognised when a customer
encash his/her e-money using a BRAC Bank ATiil machine.

(iv) Service fee on merchants collection: Revenue from this service is recognised when a customer
makes payment (e.9. payment to retailer/service providers etc.) using his/her bKash wallet.

(v) Service fee on merchants disbursement: Revenue from this service is recognised when e-money is
disbursed from a disbursement merchant's (normally an organisation) bKash master wallet to
individual customer's bKash wallet.

(vi) Commission on airtime purchase: Commission on airtime is recognised when a customer
purchases mobile air-time using his/her e-money in bKash wallet.

(vii) Unearned revenue: When bKash purchases air-time in bulk from the mobile network operators, it is
recognised as airtime balance available for sale to customers and the respective commission on the
purchase of mobile-airtime is recognised as unearned revenue till the same is sold to the customers
(see (vi) above).

B Foreiqn currency

Transactions in foreign currencies are translated to the functional currencies at an exchange rate
prevailing on the date of transaclions. lvlonetary assets and liabililies denominated in foreign currencies at

the reporting date are retranslated to the functional currency at the exchange rate prevailing at that date.

Foreign exchange differences arising on translation are recognised in the statement of comprehensive

income. Non-monetary items that are measured in terms of historical cost in a foreign currency are

translated using the exchange rate at the date of transactions.

C Employee benefits

(i) Short-term employee benefits
Short-term employee benelits are expensed as the related service is provided. A liability is

recognised for the amount expected to be paid if the company has a present legal or constructive

obligation to pay this amount as a result of past service provided by the employee and the

obligation can be estimated reliably.

( ii) Defined contribution plans
Obligations for contributions to defined contribulion plans are expensed as the related service is

provided. Prepaid contributions are recognised as an assel to the extent that a cash refund or a

reduction in future payments is available.

The company has started to maintain a Provident Fund as defined contribution plan from April 2014

for its eligible permanent employees. The eligibility is determined according to the National Board of

Revenue (NBR) approved terms and conditions set forth in the trust deed. All permanent employees

contribute at the rate of '10% of their basic salary to the provident fund and the Company also

makes equal contribution.
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Notes to the financial statements (Continued)

(iii) Oefined benefit plan
A defined benefit plan is a post-employment benefit plan other than a deflned contribution plan.

The Company's net obligation in respect of delined plans is calculated by estimating the amount of
future benefit that employees have earned in the current and prior periods, discounting that amount
and deducting the fair value of any plan assets.

Remeasurements of the net defined benefit liability which comprise actuarial gains and losses, the
return on plan assets (excluding interest) and the elfect of the asset ceiling (if any, excluding
interest), are recognised immediately in other comprehensive income. The Company determines
the net interest expense (income) on the net defined benefit liability (asset) for the period by
applying the discount rate used to measure the defined benefil obligation at the beginning of the
annual period to the then-net defined benefit liability (asset), taking into account any changes in the
net defined benefit liability (asset) during the period as a result of contributions and benefit
payments. Net interest expense and other expenses related to delined beneflt plans are recognised
in proflt and loss.

When the benefit of a plan are changed or when a plan is curtailed, the resulting change in benefit
that relates to past service or the gain or loss on curtailment is recognised immediately in profit or
loss. The Company recognises gains and losses on the settlement of a derlned benefit plan when
the settlement occurs.

The Employees' Gratuity fund is being considered as a defined benefit plan as it meets the
recognition criteria. The Company operates a gratuity scheme from 2015 for its permanent
employees. Employees are entitled to gratuity benelit after completion of minimum five years of
service with the Company. The fund is registered as funded with a separate trustee board from 1

November 2017 which is under process to be recognised by National Board of Revenue.

(iv) Workers' Profit Participation Fund (WPPF)
The Company operates funds for beneliciaries as 'Workers' Profit participation Fund' and 5% of the
profit before charging such expense have been transferred to this fund as per section 234 of the
Labour Act 2006 (amended in 2013).

D Finance income and finance costs

Finance income comprises interest on financial deposits with banks. Finance income is recognised on an

accrual basis and shown under statement of profit or loss and other comprehensive income. The

Company's flnance cost includes interest expense which is recognised at amortised cost.

E lncome tax

lncome tax expense comprises current and deferred tax. It is recognised in profit or loss except to the

extent that it relates to items recognised directly in equity or in OCI (Other Comprehensive lncome).

(i) Current tax
Current tax comprises the expected tax payable or receivable on the taxable income or loss for the

year and any adjustment to tax payable or receivable in respect of previous years. lt is measured

using tax rates enacted or substantively enacted at the reporting date. The Company files its tax

return on the basis of a private limited company, as such the applicable tax rate for the company is

currently 35% as per Finance Act 2017 and lncome Tax Ordinance 1984 (2016: 35%).

(ii) Deferred tax
Deferred tax is recognised in respect of temporary differences between the carrying amounts of

assets and liabilities for financial reporting purposes and the amounts used for taxation purposes.

Deferred tax is not recognised for:

- temporary differences on the initial recognition of assets or liabilities in a transaction that is not a

business combinalion and that affects neither accounting nor taxable profit or loss;

- taxable temporary differences arising on the initial recognition of goodwill
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Notes to the financial statements (Continued)

Deferred tax assets are recognised for unused tax losses, unused tax credils and deductible
temporary differences to the extent it is probable that future taxable proflts will be available against
which they can be used. Deferred tax assets are reviewed at each reporting date and are reduced
to the extent that it is no longer probable that the related tax benefit will be realised; such reductions
are reversed when the probability of future taxable profits improves.

Unrecognised deferred tax assets are reassessed at each reporting date and recognised to the
extent that it has become probable that future taxable prollts will be available against which they
can be used.

Deferred tax is measured at the tax rates that are expected to be applied to temporary differences
when they reverse, using tax rates enacted or substantively enacted at the reporting data.

F Property, plant and equipment

(i) Recognition and measurement
Items of property, plant and equipment are measured at cost less accumulated depreciation and
any accumulated jmpairment losses.

Cost includes expenditures that are directly attributable to the acquisition of assets. The cost of an
item of property, plant and equipment comprises its purchase price, import duties and non-
refundable taxes, after deducting trade discount and rebates, and any costs directly attributable to
bringing the assets to the location and condition necessary for it to be capable of operating in the
intended manner. Work in progress represents the cost incurred for acquisition and/or construction
of items of property, plant and equipment that are not ready for use which is measured at cost.

(ii) Subsequent costs
The cost of replacing a component of an item of property, plant and equipment is recognised in the
carrying amount of the item if it is probable that the future economic benefits embodied within the
component will flow to the Company, and its cost can be measured reliably. The carrying amount of
the replaced component is derecognised. The costs of the day-to-day servicing of property, plant

and equipment are recognised in profit or loss as incurred.

(iii) Depreciation
Depreciation is calculated to write off the cost of items of property, plant and equipment less their
estimated residual values using the straight-line method over lheir estimated useful lives, and is

generally recognised in profit or loss.

For addition of property, plant and equipment, depreciation is charged from the month following the
month of capitalisation and full month depreciation is charged in the month of disposal

The estimated useful lives of property, plant and equipment are as follows;

ln Years
Office furniture
Office equipment
lT equipment
Laptop & computer
lvlotor vehicles
Leasehold improvements
Motor vehicles - leased

Depreciation methods, useful lives and residual values are reviewed at each reporting date and

adjusted if appropriate.

10

5
5

3

5
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Notes to the financial statements (Continued)

However, no such conditions that might be suggestive of a heightened risk of impairment of
property, plant and equipment existed at the reporting date.

(v) Retirement and disposals
An asset is derecognised on disposal or when no future economic beneflts are expected from its
use and subsequent disposal. Gains or losses arising from the retirement or disposal of an asset is
determined as the difference between the net disposal proceeds and the carrying amount of the
asset and is recognised as gain or loss from disposal of asset in profit or loss.

G lntangible assets

(i) Recognition and measurement
lntangible assets that are acquired by the Company and have finite useful lives are measured at
cost less accumulated amortisation and any accumulated impairment losses. Work in progress
represents the cost incurred for acquisition and/or construction of items of intangible assets that are
nol ready for use which is measured at cost.

(ii) Subsequentexpenditure
Subsequent expenditure is capitalised only when it increases the future economic benefits
embodied in the specific asset to which it relates. All other expenditure is recognised in prollt or loss
as incurred.

(iii) Amortisation
Amortisation is calculated to write off the cost of intangible assets less their estimated residual
values using the straighlline method over their estimated useful lives, from the date that they are
available for use, and is generally recognised in prollt or loss.

The estimated useful life of software is 5 years. Amortisation methods, useful lives and residual
values are reviewed at each reporting date and adjusted if appropriate.

H Financia I instruments

Financial instrument comprises any contract that gives rise lo a flnancial asset of one entity and a

flnancial liability or equity instrument of another entity.

(i) Financial assets
The Company initially recognises receivables and deposits issued on the date when they are
originated. All other financial assets are initially recognised on the trade date.

The Company derecognises a financial asset when the contractual rights to the cash flows from the

asset expire, or it transfers the rights to receive the contractual cash flows in a transaction in which

substantially all of the risks and rewards of ownership of the flnancial asset are transferred, or it

neither lransfers nor retains substantially all of the risks and rewards of ownership and does not

retain control over the transferred asset.

The Company's financial assets comprise operational and other receivables, refundable deposits,

investment in fixed deposits and cash and cash equivalents.

Operational and other receivables
Operational and other receivables are recognised initially at fair value. Subsequent to initial

recognition, operational and other receivables are measured at amortised cost using the effective

interest method, less any bad debts provision. Operational receivables represent the amounts due

from related parties. These are measured and stated at cost less allowance for doubtful debt, if any.

Other receivables include accrued interest on fixed deposits which is recognised at the amount that

wouid be received at the contractual interest rate

ffim33
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(iv) lmpairment
The carrying amount of the entity's non-financial assets, other than deferred tax assets (considered
as disclosed separalely under respective accounting standards) are reviewed at each repo(ing date
to determine whether there is any indication of impairmenl. lf any such indication exists, the asset's
recoverable amount is estimated.



Notes to the financial statements (Continued)

lnvestment in fixed deposits
lnvestment represents fixed deposit receipts with a maturity of over three months to one year
convertible to known amounts of cash at maturity.

Cash and cash equivalents
Cash comprises cash in hand and cash at banks which are available for use by the Company
without any restriction. Cash equivalents are sho(-term, highly liquid investments that are readily
convertible to known amounts of cash and which are subject to an insignlficant risk of changes in
value.

Restricted cash and cash equivalents
Restricted cash comprises of balance with customers, deposit channel partners and merchants etc.
which is kept with several banks in the form of cash and Fixed Deposit Receipts (FDR). According
to requirement of Bangladesh Bank, at any point of time, the physical cash balance of bKash
account held by banks must be equal to the balance shown in the system of bKash digital wallet
platform. These accounts shall remain under surveillance of Bangladesh Bank.

(ii) Financialliabilities
The Company initially recognises financial liabilities on the transaction date at which the Company
becomes a party to the contractual provisions of the liability.

The Company derecognises a financial liability when its contractual obligations are discharged or
cancelled, or expired.

The Company recognises such financial liability when its contractual obligations arising from past
events are certain and the settlement of which is expected to result in an outflow from the entity of
resources embodying benellts.

The Company's financial liabilities comprise deposits, operational and other payables, grant funds
and accrued expenses.

Customer and other deposits
Customer deposit represents the balance maintained by customers in their bKash digital wallets.
Other deposit represents the balance maintained by bKash agents, distributors and merchants in
their bKash digital wallets.

Operational and other payables
Operational and other payables are recognised initially at fair value. Subsequent to initial
recognition, operational payables are stated at amortised cost using the effective interest method.

Operational and other payables represent the amounts due to related parties, distributors and other

suppliers and government authorities.

Accrued expenses
Accrued expenses represent various operating expenses that are due at the reporting date which

are initially measured at fair value.

(iii) Offsetting a financial asset and a financial liability
Financial assets and financial liabilities are offset and the net amount presented in the statement of

financial position when, and only when, the Company has a legal right to offset the amounts and

intends either to settle them on a net basis or to realise the asset and settle the liability

simultaneously.

I Share capital

lncremental costs directly attributable to the issue of ordinary shares, net of any tax effecls, are

recognised as a deduction from equity.

W a
o

A(

34
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J lmpairment

(i) Financial assets
Financial assets are assessed at each reporting date to determine whether there is objective
evidence of impairment. Objective evidence that financial assets are impaired includes:

- default or delinquency by a deblor;
- restructuring of an amount due to the Company on terms that the Company would not

consider otherwise;
- indications that a debtor or issuerwill enter bankruptcy;
- adverse changes in the payment status of borrowers or issuers; or
- observable data indicating that there is measurable decrease in expected cash flows from a

company of financial assets.

The Company considers evidence of impairment for these assets at both an individual asset and a
collective level. All individually significant assets are individually assessed for impairment. Those
found not to be impaired are then collectively assessed for any impairment that has been incurred
but not yet individually identified. Assets that are not individually significant are collectively
assessed for impairment. Collective assessment is carried out by grouping together assets with
similar risk characteristics.

ln assessing collective impairment, the Company uses historical information on the timing of
recoveries and the amount of loss incurred, and makes an adjustment if current economic and
credit conditions are such that the actual losses are likely to be greater or lesser than suggested by
historicaltrends.

An impairmenl loss is calculated as the difference between an asset's carrying amount and the
present value of the estimated future cash flows discounted at the asset's original effective interest
rate. Losses are recognised in profit or loss and reflected in an allowance account. When the
Company considers that there are no realistic prospects of recovery of the asset, the relevant
amounts are written off. lf the amount of impairment loss subsequently decreases and the decrease
can be related objectively to an event occurring after the impairment was recognised, then the
previously recognised impairment loss is reversed through profit or loss.

(ii) Non-financialassets
At each reporting date, the Company reviews the carrying amounts ot its non-financial assets (other

than deferred tax assets) lo determine whether there is any indication of impairment. lf any such
indication exists, then the asset's recoverable amount is estimated.

For impairment testing, assels are grouped together into the smallest group of assets that
generates cash inflows from continuing use lhat are largely independent of the cash inflows of other
assets or CGUs (cash-generating units).

The recoverable amount of an asset or CGU is the greater of its value in use and its fair value less

costs to sell. Value in use is based on the estimated future cash flows, 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 speciric to the asset or CGU.

An impairment loss is recognised in profit or loss if the carrying amount of an asset or CGU exceeds its

recoverable amount.

K Provisions

L Grant funds

Utilisation of g rants is recognised in profit or loss on a systematic basis over the periods in which the

Company recognises as expenses the related costs for which lhe grants are intended to compensate

m !
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A provision is recognised in the statement of linancial position when the Company has a legal or

constructive obligation as a result of past event, it is probable that an outflow of economic beneflts will be

required to settle the obligation and a reliable estimate can be made of the amount of obligation in

compliance with BAS 37: Provisions, Contingent Liabilities and Contingent Assets
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N

M Leases

i) Determining whether an arrangement contains a lease
At inception of an arrangement, the Company determines whether the arrangement is or contains a
lease.
At inception or reassessment of an arrangement that contains a lease, the Company separates
payments and other consideration required by the arrangement into those for the lease and those
for other elements on the basis of their relative fair value. lf the Company concludes for a finance
lease that it is impracticable to separate the payments reliably, then an asset and a liability are
recognised at an amount equal to the fair value of the underlying asset; subsequently, the liability is
reduced as payments are made and an imputed flnance cost on the liability is recognised using the
Company's incremental borrowing rate.

ii) Leased assets
Leases of property, plant and equipment that transfer to the Company substantially all of the risks
and the rewards of ownership are classified as finance leases. The leased assets are measured
initially at an amount equal to the lower of their fair value and the present value of the minimum
lease payments. Subsequent to initial recognition, the assets are accounted for in accordance with
the accounting policy applicable to the asset.

Assets held under other leases are classified as operating leases and are not recognised in the
Company's statement of financial position.

iii) Lease payments
Payments made under operating lease are charged to profit or loss on a straight line basis over the
term of the lease. Lease incentives received are recognised as an integral part of the total lease
expenses, over the term of the lease.

Minimum lease payments made under finance leases are apportioned between the finance expense
and the reduction of the outstanding liability. The finance expense is allocated to each period during
the lease term so as to produce a constant periodic rate of interest on the remaining balance of the
liability.

Going concern

The Company has adequate resources to continue in operation for the foreseeable future. For this reason

the management continues to adopt going concern basis in preparing the financial statements. The

current resources of the Company provide sufficient funds to meet the present requirements of its existing

business.

O Contingencies

Contingent liability
Contingent liability is a possible obligation that arises from past events and whose existence will be

conlirmed only by the occurrence or non-occurrence of one or more uncertain future events not wholly

within the control of the entity.

The Company discloses contingent liability in the flnancial statements. A provision is recognised in the

period in which the recognition criteria of provision is met

Contingent asset
Contingent asset is a possible asset that arises from past events and whose existence will be conflrmed

only by the occurrence or non-occurrence of one or more uncertain future events not wholly within the

control of the entily.

The Company does not recognise contingent assets. Only when the realisation of the related economic

benefits are visually certain should recognition take place provided that it can be measured reliably

because, at that point, the asset is no longer contingent.

P Statement of cash flows

statement of cash flows have been prepared in accordance with the Bangladesh Accounting standa

"statement of cash flows" under direct method. ffim
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Q Events after the reporting period

Events after the reporting period that provide additional information about the Company's position at the
reporting date or those that indicate the going concern assumption is not appropriate are reflected in the
financial statements. Events after the reporting period that are not adjusting evenls are disclosed in the
notes when malerial.

R Materiality and aggregation

Each material class of similar items is presented separately in the financial statements. ltems of dissimilar
nature or function are presented separately unless they are immaterial.

ln January 2018 the Institute of Chartered Accountants of Bangladesh (ICAB) has adopted lnternational
Financial Reporting Standards (IFRS) issued by the lnternational Accounting Standards Board as lFRSs.
As the ICAB previously adopted such standards as Bangladesh Financial Reporting Standards without
any modification, this recent adoption will not have any impact on the financial statements of the
Company going forward.

A number of new standards and amendments to standards are effective for annual periods beginning on
or after 1 January 2018 and earlier application is permitted. However, the Company has not early applied
the following new standards in preparing these financial statements.

(a) IFRS I Financial lnstruments

IFRS 9, published in July 2014, replaces the existing guidance in IAS 39 Financial lnstruments:
Recognition and Measurement. IFRS 9 includes revised guidance on the classification and measurement
of the financial instruments, a new expected credit loss model for calculating impairment of flnancial
assets, and the new general hedge accounting requiremenls. lt also carries foMard the guidance on
recognition and derecognition of llnancial inslruments from IAS 39. IFRS 9 is effective for annual
reporting periods beginning on or after 1 January 2018, with early adoption permitted. The Company is
assessing the potential impact of IFRS 9 on its flnancial statements.

(b) IFRS 15 Revenue from Contracts with Customers

IFRS 15 establishes a comprehensive framework for determining whether, how much and when revenue
is recognised. lt replaces existing recognition guidance, including IAS 18 Revenue, IAS 11 Construction
Contracts and lFRl '13 Customer Loyalty Programmes. IFRS 15 is effective for annual reporting periods

beginning on or after 1 January 2018, with early adoption permitted. The Company is assessing the
potential impact of IFRS 15 on its financial statements.

(c) IFRS 16 Leases

IFRS 16 introduces a single, on-balance sheet lease accounting model for lessees. A lessee recognises
a right-of-use asset representing its right to use the underlying asset and a lease liability representing its

obligation lo make lease payments. There are optional exemptions for short-term leases and leases of
low value items. Lessor accounting remains similar to the current standard - i.e. lessors continue to
classiry leases as flnance or operating leases.

IFRS l6 replaces existing leases guidance including IAS 17 Leases, IFRIC 4 Determining whether

an Arrangement contains a Lease, SIC-15 Operating Leases-lncentives and SIC-27 Evaluating the
Substance of Transactions lnvolving the Legal Form of a Lease.

The standard is effective for annual periods beginning on or after 1 January 2019. Early adoption is

permitted for entities that apply IFRS 15 Revenue from Contracts with Cuslomers at or before the date of
initial application of IFRS '16. The Company is assessing the potential impact of IFRS 16 on its financial

statements.
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