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of  the entity’s internal control. An audit also includes evaluating the appropriateness 
of  accounting policies used and the reasonableness of  accounting estimates made by 
management, as well as evaluating the overall presentation of  the financial statements.

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

Opinion
In our opinion, the financial statements, in all material respects, give a true and fair 
view of  the financial position of  the Company as at 31 March 2016 and of  its financial 
performance and its cash flows for the year then ended in accordance with International 
Financial Reporting Standards.

Report on other legal and regulatory requirements
In our opinion, the financial statements have, in all material respects, been properly 
prepared in compliance with the disclosure requirements of  the Companies Act (Chapter 
24:03) and the relevant statutory instruments (SI 33/99 and SI 62/96).

DELOITTE & TOUCHE
Harare, Zimbabwe

23 June 2016

REPORT OF THE INDEPENDENT 
AUDITORS (continued)
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	 Notes	 2016	 2015
		  US$	 US$

Revenue	 5	 13,053,039	 14,256,118
Cost of  sales		  (10,035,828)	 (10,594,474)
		    ----------------	 ----------------
Gross profit		  3,017,211	 3,661,644
Selling, marketing and distribution expenses		  (1,830,439)	 (1,786,740)
Administration expenses 		  (2,209,629)	 (2,338,668)
		  ----------------	 ----------------
Operating loss		  (1,022,857)	 (463,764)
Finance income		  10,428	 1,452
Other income		  245,955	 280,023
		  ----------------	 ----------------
Loss before tax	 6	 (766,474)	 (182,289)

Income tax credit	 7	 142,069	 10,189
		  ----------------	 ---------------
Loss for the year		  (624,405)	 (172,100)

Other comprehensive loss, net of  tax 
Items that may be reclassified to profit or loss

Net fair value loss on available-for-sale 
investments		  (1,854)	 (3,562)
		  ----------------	 --------------
Total comprehensive loss for the year		  (626,259)	 (175,662)
		  _________	 _________
Loss per share
Basic (US-cents)	 8	 (0.25)	 (0.07)
Diluted (US-cents)	 8	 (0.25)	 (0.07)

STATEMENT OF PROFIT OR LOSS AND 
OTHER COMPREHENSIVE INCOME

For the year ended 31 March 2016
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	 Notes	 2016	 2015
		  US$	 US$
ASSETS

Non-current assets
Property, plant and equipment	 9	 2,748,060	 2,804,714
Investment property	 10	 1,062,709	 1,085,279
Available for sale investments 	 11	 70,042	 71,994
		  ---------------	 ---------------
Total non-current assets		  3,880,811	 3,961,987
		  ---------------	 ---------------
Current assets
Inventories	 12	 3,258,968	 2,646,775
Trade and other receivables	 13	 1,592,282	 1,525,189
Current tax asset	 7	 54,296	 20,670
Cash and bank balances		  252,143	 563,648
		  ---------------	 ----------------
Total current assets		  5,157,689	 4,756,282
		  ---------------	 ---------------
Total assets		  9,038,500	 8,718,269
		  _________	 _________
EQUITY AND LIABILITIES

Total equity
Issued share capital 	 14	 25,388	 25,388
Share premium		  22,845	 22,845
Investments revaluation reserve		  6,282	 8,136
Non-distributable reserve 		  3,133,849	 3,133,849
Retained earnings 		  2,214,181	 2,838,586
		  ----------------	 ----------------
Total equity		  5,402,545	 6,028,804
		  ----------------	 ----------------
Non-current liabilities
Deferred tax liabilities	 7	 631,935	 774,103
		  ---------------	 ---------------
Current liabilities
Trade and other payables	 15	 3,004,020	 1,915,362
		  ---------------	 ----------------
Total equity and liabilities		  9,038,500	 8,718,269
		  _________	 _________

The financial statements were approved by the Board of  Directors on 23 June 2016 
and have been signed on their behalf  by the following Directors;

R.J. Moyo	 K. Mandevani
Chairman	 Managing Director  
Harare	 Harare

23 June 2016

STATEMENT OF FINANCIAL POSITION
As at 31 March 2016
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	 		 Investments	 Non-
	 Issued share	 Share	 revaluation	distributable	 Retained	 Total
	 capital	 premium	 reserve	 reserve	 earnings	 equity
	 US$	 US$	 US$	 US$	 US$	 US$

Balance at 31 March 2014	 25,388	 22,845	 11,698	 3,133,849	 3,010,686	 6,204,466
Loss for the year  	 -	 -	 -	 -	 (172,100)	 (172,100)
Other comprehensive loss, 
net of  tax	 -	 -	 (3,562)	 -	 -	 (3,562)
	 -------------	 -----------	 -------------	 --------------	 --------------	 ----------------
Balance at 31 March 2015	 25,388	 22,845	 8,136	 3,133,849	 2,838,586	 6,028,804
Loss for the year	 -	 -	 -	 -	 (624,405)	 (624,405)
Other comprehensive loss,
net of  tax	 -	 -	 (1,854)	 -	 -	 (1,854)
	 -------------	 ------------	 -------------	 ---------------	 --------------	 --------------
Balance at 31 March 2016	 25,388	 22,845	 6,282	 3,133,849	 2,214,181	 5,402,545
	 _________	 _______	 _________	 _________	 _________	 _________

a.     The investments revaluation reserve represents the cumulative gains and losses 
arising on the revaluation of  available-for-sale financial assets that have been 
recognised in other comprehensive income, net of  amounts reclassified to profit 
or loss when those assets have been disposed of  or are determined to be impaired.

 
b.     The non-distributable reserve arose as a result of  the change in the functional 

currency from the Zimbabwe dollar to the United States dollar. It represents the 
residual equity in existence at the date of  changeover and has been designated as 
a non-distributable reserve.

STATEMENT OF CHANGES IN EQUITY
For the year ended 31 March 2016
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	 2016	 2015
	 US$	 US$

Cash flows from operating activities
Loss before tax	 (766,474)	 (182,289)
Adjustments for:

- Depreciation of  non-current assets 	 211,718	 196,146	
    - Loss on disposal of  property, plant 

  and equipment and investment property	 -	 7,016
- Finance income	 (10,428)	 (1,452)
- Deferred income recognised	 -	 (25,000)

	 --------------	 ---------------
Operating cash flows before working capital 
changes	 (565,184)	 (5,579)

Changes in working capital
- Increase in inventories	 (612,193)	 (582,644)
- Increase in trade and other receivables 	 (67,093)	 (106,271)
- Increase in trade and other payables 	 1,088,657	 337,131

	 ---------------	 ---------------
Cash utilised in operations	 (155,813)	 (357,363)
Income taxes paid	 (33,626)	 (60,330)
	 ---------------	 ---------------
Net cash utilised in operating activities	 (189,439)	 (417,693)
	 ---------------	 ---------------
Cash flows from investing activities
Payments for property, plant and equipment 	 (132,494)	 (238,138)
Proceeds from disposal of  motor vehicles	 -	 2,890
Finance income 	 10,428	 1,452
	 ---------------	 ---------------
Net cash utilised in investing activities	 (122,066)	 (233,796)
	 ---------------	 ---------------
Net decrease in cash and cash equivalents	 (311,505)	 (651,489)

Cash and cash equivalents at beginning of  year	 563,648	 1,215,137
	 ---------------	 ---------------
Cash and cash equivalents at end of  year	 252,143	 563,648
	 _________	 _________
Comprising:
Bank balances	 251,233	 532,340
Cash on hand	 910	 31,308
	 ---------------	 ---------------
	 252,143	 563,648
	 _________	 _________

STATEMENT OF CASH FLOWS 
For the year ended 31 March 2016
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1.	 GENERAL INFORMATION

	 National Tyre Services Limited is a company incorporated in Zimbabwe and 
is listed on the Zimbabwe Stock Exchange. The registered office and main 
business address of  the Company is stand 4608 corner Cripps/Seke Roads, 
Graniteside, Harare, Zimbabwe. The activities of  the Company include the 
reprocessing and the retailing of  tyres. 

2.	 ADOPTION OF NEW AND REVISED INTERNATIONAL 
FINANCIAL REPORTING STANDARDS

In the current year, the Company has adopted the following new and revised 
IFRS and annual improvements to IFRS with no significant impact on the 
financial statements.

§	 IAS 19 Employee Benefits – clarifies how an entity should account for 
contributions made by employees or third parties to the defined benefit 
plans. (Applicable to annual periods beginning on or after 1 July 2014).

Annual Improvements to IFRSs 2010-2012 Cycle
§	 IFRS 2 Share-based Payment – clarifies the definition of  vesting 

condition and market condition. It also adds definitions for ‘performance 
condition’ and ‘service condition’ which were previously included as part 
of  the definition of  ‘vesting condition’. (Effective for annual periods 
beginning on or after 1 July 2014).

§	 IFRS 3 Business Combinations – clarifies that contingent consideration 
should be measured at fair value at each reporting date, irrespective of  
whether or not the contingent consideration falls within the scope of  
IFRS 9 or IAS 39. Changes in fair value (other than measurement period 
adjustments as defined in IFRS 3) should be recognised in profit and 
loss. (Effective for annual periods beginning on or after 1 July 2014).

§	 IFRS 8 Operating Segments – requires disclosure of  the judgements 
made by management in applying the aggregation criteria to operating 
segments, clarify reconciliations of  segment assets only required if  
segment assets are reported regularly. (Effective for annual periods 
beginning on or after 1 July 2014).

§	 IFRS 13 Fair Value Measurement – clarifies that the issuance of  IFRS 
13 and consequential amendments to IAS 39 and IFRS 9 did not remove 
the ability to measure short-term receivables and payables with no stated 
interest rate at their invoice amounts without discounting, if  the effect 
of  discounting is immaterial. (Effective for annual periods beginning on 
or after 1 July 2014).

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 March 2016
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2.	 ADOPTION OF NEW AND REVISED INTERNATIONAL 
FINANCIAL REPORTING STANDARDS (continued)

§	 IAS 16 and 38 Property, Plant and Equipment and Intangible 
assets – clarify that the gross carrying amount is adjusted in a manner 
consistent with the revaluation of  the carrying amount of  the asset and 
that accumulated depreciation / amortisation is the difference between 
the gross carrying amount and the carrying amount after taking into 
account accumulated impairment losses. (Effective for annual periods 
beginning on or after 1 July 2014).

§	 IAS 24 Related Parties – clarifies that a management entity providing 
key management personnel services to the reporting entity or to the 
parent of  the reporting entity is a related party of  the reporting entity. 
(Effective for annual periods beginning on or after 1 July 2014).

Annual Improvements to IFRSs 2011-2013 Cycle
§	 IFRS 1 First Time Adoption of  IFRS – clarifies which versions of  

IFRS can be used on initial adoption (Amends basis for conclusion 
only). (Effective for annual periods beginning on or after 1 July 2014).

§	 IFRS 3 Business Combinations – clarifies that IFRS 3 does not apply 
to the accounting for the formation of  joint arrangement in the financial 
statements of  the joint arrangement itself. (Effective for annual periods 
beginning on or after 1 July 2014).

§	 IFRS 13 Fair Value Measurement – clarifies that the scope of  the 
portfolio exception for measuring the fair value of  a group of  financial 
assets and financial liabilities on a net basis includes all contracts that 
are within the scope of, and accounted for in accordance with IAS 39.

§	 IAS 40 Investment Property – clarifies the inter-relationship between 
IFRS 3 and IAS 40 when classifying property as investment property or 
owner-occupied property. (Effective for annual periods beginning on or 
after 1 July 2014).

2.1	 New and revised IFRS in issue but not yet effective
§	 IFRS 9 Financial Instruments – introduces new requirements for 

the classification and measurement of  financial instruments. (Effective 
for annual periods beginning on or after 1 January 2018 with earlier 
application permitted).

§	 IFRS 14 Regulatory Deferral Accounts – specifies the accounting 
for regulatory deferral account balances that arise from rate-regulated 
activities. (Effective for first annual IFRS financial statements with 
annual periods beginning on or after 1 January 2016).

NOTES TO THE FINANCIAL STATEMENTS
(continued)

For the year ended 31 March 2016
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2.	 ADOPTION OF NEW AND REVISED INTERNATIONAL 
FINANCIAL REPORTING STANDARDS (continued)

2.1	 New and revised IFRS in issue but not yet effective (continued)

§	 IFRS 15 Revenue from Contracts with Customers – establishes 
a single comprehensive model for entities to use on the accounting 
for revenue arising from contracts with customers. It will supercede 
the current revenue recognition guidance including IAS 18 Revenue. 
(Effective for annual periods beginning on or after 1 January 2018 with 
earlier adoption being permitted).

§	 IFRS 11 Accounting for Acquisitions of  Interest in Joint Operations 
– provide guidance on how to account for the acquisition of  an interest 
in a joint operation in which the activities constitute a business as 
defined in IFRS 3 Business Combinations. (Effective for annual periods 
beginning on or after 1 January 2016).

§	 Amendments to IAS 1 Presentation of  Financial Statements – the 
amendments were a response to comment on the difficulties in applying 
the concept of  materiality in practice as the wording of  some of  the 
requirements in IAS 1 had in some cases been read to prevent the use of  
judgement. (Effective for annual periods beginning on or after 1 January 
2016).

§	 IAS 16 and IAS 38 – Clarification of  Acceptable Methods of  
Depreciation and Amortisation - clarify that depreciation method 
that is based on revenue that is generated by an activity that includes 
the use of  an asset is not appropriate for property, plant and equipment 
and intangible assets, subject to exception in limited circumstances, on 
intangible assets. (Effective for annual periods beginning on or after 1 
January 2016).

§	 IAS 27 Equity Method in Separate Financial Statements – the 
amendments allow an entity to optionally account for investments 
in subsidiaries, joint ventures and associates in its separate financial 
statements, at cost; in accordance with IAS 39 or IFRS 9 and using the 
equity method. (Effective for annual periods beginning on or after 1 
January 2016).

§	 IFRS 10, IFRS 12, and IAS 28 Investment Entities: Applying the 
Consolidation Exception – clarify issues that arose in the context of  
applying the consolidation exception for investment entities. (Effective 
for annual periods beginning on or after 1 January 2016).

NOTES TO THE FINANCIAL STATEMENTS
(continued)

For the year ended 31 March 2016
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2.	 ADOPTION OF NEW AND REVISED INTERNATIONAL 
FINANCIAL REPORTING STANDARDS (continued)

2.1	 New and revised IFRS in issue but not yet effective (continued)

§	 IFRS 16 Leases – addressed issues raised by users on the need to record 
operating lease assets and related depreciation and interest expense. 
Previously, the operating lease contracts were recorded off  balance 
sheet, with the lease payments being straight-lined over the lease period. 
(Effective for annual periods beginning on or after 1 January 2019).

§	 Revision on Investment Entities: Applying the Consolidation 
Exception, IFRS 10, IFRS 12, and IAS 28 clarifies specific issues raised 
by users in applying the consolidation exceptions. (Effective for annual 
periods beginning on or after 1 January 2016).

§	 Revision on IAS 12 Income Taxes – clarifies issues to do with deferred 
tax arising from debt instruments measured at fair value for accounting 
at cost for tax purposes, estimates for future taxable losses and utilisation 
of  future asset tax utilisation. (Effective for annual periods beginning on 
or after 1 January 2017).

Annual Improvements 2012-2014 Cycle (Effective for annual periods 
beginning on or after 1 January 2016)
§	 IFRS 5 Non-Current Assets Held for Sale – Adds specific guidance 

in IFRS 5 for cases in which an entity reclassifies an asset from held for 
sale to held for distribution or vice versa and cases in which held-for-
distribution accounting is discontinued.

§	 IFRS 7 Financial Instruments Disclosure – Additional guidance 
to clarify whether a servicing contract is continuing involvement in a 
transferred asset, and clarification on offsetting disclosures in condensed 
interim financial statements.

§	 IFRS 9 Financial Instruments – Clarify that the high quality corporate 
bonds used in estimating the discount rate for postemployment benefits 
should be denominated in the same currency as the benefits to be paid.

§	 IAS 34 Interim Financial Reporting – Clarify the meaning of  
‘elsewhere in the interim report’ and require a cross-reference.

Implementation of  the above standards is not expected to have a material 
impact on the Company financial statements.

NOTES TO THE FINANCIAL STATEMENTS
(continued)

For the year ended 31 March 2016
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3.	 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

3.1	 Statement of  compliance

The Company’s financial statements have been prepared in accordance with 
International Financial Reporting Standards (“IFRS”) and the International 
Financial Reporting Interpretations Committee (“IFRIC”) interpretations. 
They are also prepared in accordance with the Companies Act (Chapter 24:03) 
and relevant statutory instruments (SI 33/99 and SI 62/96).

3.2	 Basis of  preparation

The financial statements have been prepared on the historical cost basis except 
for certain financial instruments that are measured at revalued amounts or 
fair values at the end of  each reporting period, as explained in the accounting 
policies below. 

Historical cost is generally based on the fair value of  the consideration given 
in exchange for goods and services.

The principal accounting policies, consistent with prior year, are set out below. 

3.3	 Property, plant and equipment 

All property, plant and equipment held for use in production, supply of  goods 
and services, or for administrative purposes are shown at cost less accumulated 
depreciation and any accumulated impairment in the statement of  financial 
position. Freehold land is not depreciated. Depreciation is recognised so as 
to write off  the cost of  assets (other than freehold land) less their residual 
values over their useful lives, using the straight-line method. The estimated 
useful lives, residual values and depreciation method are reviewed at each year 
end, with the effect of  any changes in estimate accounted for on a prospective 
basis. These assets are depreciated over their estimated useful lives, which are 
as follows: 

Buildings 	 40 years 
Plant and equipment	 5 years 
Motor vehicles 	 5 years 
Furniture and fittings 	 3 years

NOTES TO THE FINANCIAL STATEMENTS
(continued)

For the year ended 31 March 2016
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3.	 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
(continued)

3.3	 Property, plant and equipment (continued)

An item of  property, plant and equipment is derecognised upon disposal or 
when no future economic benefits are expected to arise from the continued 
use of  the asset. Any gain or loss arising on the disposal or retirement of  an 
item of  property, plant and equipment is determined as the difference between 
the sales proceeds and the carrying amount of  the asset and is recognised in 
profit or loss.

3.4	 Investment property

Investment property, which is property held to earn rentals and/or capital 
appreciation, is stated at cost less accumulated depreciation and any 
accumulated impairment in the statement of  financial position. The estimated 
useful lives, residual values and depreciation method are reviewed at each year 
end, with the effect of  any changes in estimate accounted for on a prospective 
basis. Investment property buildings are depreciated over their estimated 
useful lives of  40 years.

An investment property is derecognised upon disposal or when the investment 
property is permanently withdrawn from use and no future economic benefits 
are expected from the disposal. Any gain or loss arising on derecognition of  
the property (calculated as the difference between the net disposal proceeds 
and the carrying amount of  the asset) is included in profit or loss in the period 
in which the property is derecognised.

3.5	 Inventories

Raw materials, goods for resale and consumables are stated at the lower 
of  cost and net realisable value. The weighted average cost basis is used in 
determining the cost of  all categories. Net realisable value represents the 
estimated selling price less all estimated costs to completion and costs to be 
incurred in marketing, selling and distribution.

NOTES TO THE FINANCIAL STATEMENTS
(continued)

For the year ended 31 March 2016
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3.	 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
(continued)

3.6	 Impairment of  tangible assets

At the end of  each reporting period, the Company reviews the carrying 
amounts of  its tangible assets to determine whether there is any indication that 
those assets have suffered an impairment. If  any such indication exists, the 
recoverable amount of  the asset is estimated in order to determine the extent 
of  the impairment (if  any). Where it is not possible to estimate the recoverable 
amount of  an individual asset, the Company estimates the recoverable amount 
of  the cash-generating unit to which the asset belongs. Where a reasonable 
and consistent basis of  allocation can be identified, corporate assets are also 
allocated to individual cash-generating units, or otherwise they are allocated 
to the smallest group of  cash-generating units for which a reasonable and 
consistent allocation basis can be identified. 
Recoverable amount is the higher of  fair value less costs to sell and value in 
use. 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 
which the estimates of  future cash flows have not been adjusted. 

If  the recoverable amount of  an asset (or cash-generating unit) is estimated 
to be less than its carrying amount, the carrying amount of  the asset (or 
cash-generating unit) is reduced to its recoverable amount. An impairment is 
recognised immediately in profit or loss. 

Where an impairment subsequently reverses, the carrying amount of  the asset 
(or cash-generating unit) is increased to the revised estimate of  its recoverable 
amount, but so that the increased carrying amount does not exceed the 
carrying amount that would have been determined had no impairment been 
recognised for the asset (or cash-generating unit) in prior years. A reversal of  
an impairment is recognised immediately in profit or loss.

3.7	 Financial instruments 

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

NOTES TO THE FINANCIAL STATEMENTS
(continued)

For the year ended 31 March 2016
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3.	 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
(continued)

3.7	 Financial instruments (continued)

Financial assets, loans and receivables
Trade receivables, loans, and other receivables that have fixed or determinable 
payments that are not quoted in an active market are classified as ‘loans and 
receivables’. Loans and receivables are measured at amortised cost using the 
effective interest method, less any impairment. Interest income is recognised 
by applying the effective interest rate, except for short-term receivables when 
the recognition of  interest would be immaterial. 

Available-for-sale investments
Investments in unlisted shares that are not traded in an active market are 
classified as available-for-sale financial assets and are stated at fair value where 
such fair value can be determined reliably. Where fair value cannot be reliably 
measured, such investments are measured at cost. Gains and losses arising 
from changes in fair value are recognised in other comprehensive income and 
accumulated in the investments revaluation reserve, with the exception of  
impairment losses, interest calculated using the effective interest method, and 
foreign exchange gains and losses on monetary assets, which are recognised 
in profit or loss. Where the investment is disposed of  or is determined to be 
impaired, the cumulative gain or loss previously accumulated in the investments 
revaluation reserve is reclassified to profit or loss. 

Impairment of  financial assets 
Financial assets are assessed for indicators of  impairment at the end of  each 
reporting period. Financial assets are considered to be impaired when there is 
objective evidence that, as a result of  one or more events that occurred after 
the initial recognition of  the financial asset, the estimated future cash flows of  
the investment have been affected. 

The carrying amount of  the financial asset is reduced by the impairment 
directly for all financial assets with the exception of  trade receivables, where 
the carrying amount is reduced through the use of  an allowance account. 
When a trade receivable is considered uncollectible, it is written off  against the 
allowance account. Subsequent recoveries of  amounts previously written off  
are credited against the allowance account. Changes in the carrying amount of  
the allowance account are recognised in profit or loss. 

NOTES TO THE FINANCIAL STATEMENTS
(continued)

For the year ended 31 March 2016
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3.	 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
(continued)

3.7	 Financial instruments (continued)

De-recognition of  financial assets	
The Company derecognises a financial asset only when the contractual rights 
to the cash flows from the asset expire, or when it transfers the financial asset 
and substantially all the risks and rewards of  ownership of  the asset to another 
entity. If  the Company neither transfers nor retains substantially all the risks 
and rewards of  ownership and continues to control the transferred asset, the 
Company recognises its retained interest in the asset and an associated liability 
for amounts it may have to pay. If  the Company retains substantially all the 
risks and rewards of  ownership of  the transferred financial asset, the Company 
continues to recognise the financial asset and also recognises a collateralised 
borrowing for the proceeds received.

Financial liabilities and equity instruments issued by the Company
Debt and equity instruments are classified as either financial liabilities or as 
equity in accordance with the substance of  the contractual arrangement. 

Equity instruments
An equity instrument is any contract that evidences a residual interest in the 
assets of  an entity after deducting all of  its liabilities. Equity instruments issued 
by the Company are recognised at the proceeds received, net of  direct issue 
costs. 

Other financial liabilities 
Other financial liabilities, including borrowings, are initially measured at fair 
value, net of  transaction costs. Other financial liabilities are subsequently 
measured at amortised cost using the effective interest method, with interest 
expense recognised on an effective yield basis. The Company derecognises 
financial liabilities when, and only when, the Company’s obligations are 
discharged, cancelled or they expire. 

3.8	 Foreign currencies 

Transactions denominated in currencies other than the United States dollar are 
recorded at the rate of  exchange ruling on the transaction date.

Monetary items, which are denominated in foreign currencies, are translated at 
the rate of  exchange ruling at the statement of  financial position date. Gains 
or losses arising on translation are credited or charged against income. 

NOTES TO THE FINANCIAL STATEMENTS
(continued)

For the year ended 31 March 2016
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3.	 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
(continued)

3.8	 Foreign currencies  (continued)

Non-monetary assets and liabilities that are measured in terms of  historical 
cost in a foreign currency are translated using the exchange rate at the date of  
the transaction. Non-monetary assets stated at fair value are translated at rates 
ruling at the date the fair value was determined.

3.9	 Taxation

Income tax expense represents the sum of  the tax currently payable and 
deferred tax. 

Current tax 
The tax currently payable is based on taxable profit for the year. Taxable profit 
differs from profit as reported in the statement of  comprehensive income 
because it excludes items of  income or expense that are taxable or deductible 
in other years and it further excludes items that are non-taxable or non-
deductible. The Company’s liability for current tax is calculated using tax rates 
that have been enacted or substantively enacted by the statement of  financial 
position date. 

Deferred tax 
Deferred tax is recognised on temporary differences between the carrying 
amounts of  assets and liabilities in the financial statements and the 
corresponding tax bases used in the computation of  taxable profit. Deferred 
tax liabilities are generally recognised for all taxable temporary differences. 
Deferred tax assets are generally recognised for all deductible temporary 
differences to the extent that it is probable that taxable profits will be available 
against which those deductible temporary differences can be utilised. Such 
deferred tax assets and liabilities are not recognised if  the temporary difference 
arises from the initial recognition of  other assets and liabilities in a transaction 
that affects neither the taxable profit nor the accounting profit. 

The carrying amount of  deferred tax assets is reviewed at the end of  each 
reporting period and reduced to the extent that it is no longer probable that 
sufficient taxable profits will be available to allow all or part of  the asset to be 
recovered. 

NOTES TO THE FINANCIAL STATEMENTS
(continued)

For the year ended 31 March 2016
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3.	 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
(continued)

3.9	 Taxation  (continued)

Deferred tax assets and liabilities are measured at the tax rates that are expected 
to apply in the period in which the liability is settled or the asset realised, based 
on tax rates (and tax laws) that have been enacted or substantively enacted by 
the end of  the reporting period. The measurement of  deferred tax liabilities 
and assets reflects the tax consequences that would follow from the manner in 
which the Company expects, at the end of  the reporting period, to recover or 
settle the carrying amount of  its assets and liabilities.

Deferred tax assets and liabilities are offset when there is a legally enforceable 
right to set off  current tax assets against current tax liabilities and when they 
relate to income taxes levied by the same taxation authority and the Company 
intends to settle its current tax assets and liabilities on a net basis. 

Current and deferred tax for the year
Current and deferred tax are recognised as an expense or income in profit or 
loss, except when they relate to items that are recognised outside profit or loss 
(whether in other comprehensive income or directly in equity), in which case 
the tax is also recognised outside profit or loss.

3.10	 Revenue recognition

Revenue is measured at the fair value of  the consideration received or 
receivable. Revenue is reduced for estimated customer returns, rebates and 
other similar allowances. 

Sale of  goods
Revenue from the sale of  goods is recognised when the goods are delivered 
and title has passed, at which time all the following conditions are satisfied: 
a.	 the Company has transferred to the buyer the significant risks and 

rewards of  ownership of  the goods;
b.	 the Company retains neither continuing managerial involvement to the 

degree usually associated with ownership nor effective control over the 
goods sold; 

c.	 the amount of  revenue can be measured reliably; 
d.	 it is probable that the economic benefits associated with the transaction 

will flow to the Company; and
e.	 the costs incurred or to be incurred in respect of  the transaction can be 

measured reliably.
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3.	 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
(continued)

3.10	 Revenue recognition  (continued)

Rendering of  services
Revenue from rendering of  services is recognised when the outcome of  the 
transaction involving the rendering of  the service can be estimated reliably, by 
reference to the stage of  completion of  the service.

Dividend and interest income
Dividend income from investments is recognised when the shareholder’s right 
to receive payment has been established (provided that it is probable that the 
economic benefits will flow to the Company and the amount of  income can 
be measured reliably).

Interest income from a financial asset is recognised when it is probable that the 
economic benefits will flow to the Company and the amount of  income can 
be measured reliably. Interest income is accrued on a time basis, by reference 
to the principal outstanding and at the effective interest rate applicable, which 
is the rate that exactly discounts estimated future cash receipts through the 
expected life of  the financial asset to that asset’s net carrying amount on initial 
recognition.

Rental income
The Company’s policy for recognition of  revenue from operating leases is 
described in note 3.13.

3.11	 Pension obligations

The National Tyre Services Pension Fund is a defined contribution plan. 
Eligible employees are also members of  the National Social Security Authority 
(“NSSA”) Scheme. Contributions to both funds are charged to profit or loss 
when employees have rendered service entitling them to the contributions. 

3.12	 Deferred income 

Amounts due under agreements where the lessee undertook the construction 
of  a building were credited to deferred income at fair value as at the date 
of  completion. This amount was amortised over the 10-year period of  the 
agreement as operating rental income on a straight-line basis. 

Deferred income represented the un-amortised portion of  future rental 
income that would be credited to income over the period of  the lease.
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NOTES TO THE FINANCIAL STATEMENTS
(continued)

For the year ended 31 March 2016

3.	 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
(continued)

3.13	 Leasing

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

The Company as lessor 
Amounts due from leases under finance leases are recorded as receivables 
at the amount of  the Company’s net investment in the leases. Finance lease 
income is allocated to accounting periods so as to reflect a constant periodic 
rate of  return on the Company’s net investment outstanding in respect of  the 
leases. 

Rental income from operating leases is recognised on a straight-line basis over 
the term of  the relevant lease. Initial direct costs incurred in negotiating and 
arranging an operating lease are added to the carrying amount of  the leased 
asset and are recognised on a straight line basis over the period of  the lease. 

The Company as lessee 
Rental payable under operating leases are charged to profit or loss on a straight-
line basis over the term of  the relevant lease. Benefits received and receivable 
as an incentive to enter into an operating lease are also spread on a straight-line 
basis over the lease term. 

3.14	 Provisions

Provisions are recognised when the Company has a present obligation (legal 
or constructive) as a result of  a past event, it is probable that the Company will 
be required to settle the obligation, and a reliable estimate can be made of  the 
amount of  the obligation. 

The amount recognised as a provision is the best estimate of  the consideration 
required to settle the present obligation at the end of  the reporting period, 
taking into account the risks and uncertainties surrounding the obligation. 
Where a provision is measured using the cash flows estimated to settle the 
present obligation, its carrying amount is the present value of  those cash flows. 
	
When some or all of  the economic benefits required to settle a provision 
are expected to be recovered from a third party, a receivable is recognised as 
an asset if  it is virtually certain that reimbursement will be received and the 
amount of  the receivable can be measured reliably.
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4.	 CRITICAL ACCOUNTING JUDGEMENTS IN APPLYING THE 
ENTITY’S ACCOUNTING POLICIES

In the application of  the Company’s accounting policies, which are described 
in note 3, the Directors of  the Company are required to make judgements, 
estimates and assumptions about the carrying amounts of  assets and liabilities 
that are not readily apparent from other sources. The estimates and associated 
assumptions are based on historical experience and other factors that are 
considered to be relevant. Actual results may differ from these estimates. 

The estimates and underlying assumptions are reviewed on an ongoing basis. 
Revisions to accounting estimates are recognised in the period in which the 
estimate is revised if  the revision affects only that period, or in the period of  
the revision and future periods if  the revision affects both current and future 
periods.

4.1	 Useful lives and residual values of  property, plant and equipment and 
investment property

As described in note 3.3 and 3.4 above, the Company reviews the estimated 
useful lives and residual values of  property, plant and equipment and 
investment property at the end of  the reporting period. Remaining useful 
lives and residual values are reassessed based on business trends, technological 
developments, asset conditions and management’s future plans. The useful 
lives and residual values so determined involved the exercise of  significant 
levels of  judgement based on data that was not readily observable.

4.2	 Provision for bad debts

In determining the recoverability of  a trade receivables, the Company 
considers any change in the credit quality of  the trade receivable from the 
date credit was initially granted up to the end of  the reporting period. The 
concentration of  credit risk is limited due to the fact that the customer base is 
large and unrelated. 
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			   2016	 2015
5.	 REVENUE	 US$	 US$

The following is an analysis of  the 
Company’s revenue (excluding 
rental income, see note 6)

Revenue from the sale of  goods	 12,698,045	 13,816,834
Revenue from the rendering of  services	 354,994	 439,284

		  ---------------	 ---------------
		  13,053,039	 14,256,118
		  _________	 _________

6.	 LOSS FOR THE YEAR

Loss for the year has been arrived at after 
charging/(crediting):

Current year audit fees and expenses	 32,000	 29,433
Depreciation of  property, plant and 
    equipment and investment property	 211,718	 196,146
Transport charges	 195,072	 206,594
Management and technical fees	 261,061	 286,116
Electricity and lighting	 111,504	 106,713
Minimum operating lease payments	 72,250	 17,500
Motor vehicle fuel expenses	 114,927	 118,636
Rental income	 (231,000)	 (263,479)
Deferred income recognised on rentals 	 -	 (25,000)
Loss on disposal of  property, plant and 
     equipment and investment property	 -	 7,016
Employee costs 

-Staff  remuneration 	 1,862,795	 2,051,316
-Pension (National Social 
  Security Authority)	 32,823	 36,527
-Other defined contribution plans	 112,143	 135,054

Included in employee costs is Directors’ 
remuneration of: 
     -Fees for services as Directors	 35,000	 14,251
		  ________	 _________

NOTES TO THE FINANCIAL STATEMENTS
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7.	 INCOME TAXES

7.1	 Income tax credit		
2016	 2015		 2016	 2015
			   US$	 US$

Current tax in respect of  current year	 -	 16,616
Deferred tax:
-In respect of  current year loss	 (120,341)	 -
-Deferred tax credit relating to the 
origination and reversal of  temporary 
differences 	 (21,728)	 (26,805)

			   -------------	 -------------
		  (142,069)	 (10,189)
		  ________	 _______

	 The income tax expense for the year can 
	 be reconciled to the accounting 
	 profit as follows: 
	
	 Loss before tax	 (766,474)	 (182,288)

		  ________	 ________
Income tax credit calculated at 25.75%	 (197,367)	 (46,939)
Effect of  non-deductible expenses	 39,482	 39,041
Other permanent differences 	 15,816	 (2,291)
		  -------------	 -------------
Income tax credit recognised in profit or loss 	 (142,069)	 (10,189)

			   ________	 ________

7.2	 Current tax 

(Asset)/liability at the beginning 
of  the year	 (20,670)	 23,044
Current tax for the year	 -	 16,616
Income taxes paid	 (33,626)	 (60,330)
		  --------------	 ---------------
Asset at the end of  the year	 (54,296)	 (20,670)
		  ________	 _________

NOTES TO THE FINANCIAL STATEMENTS
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7.3	 Deferred tax
	 Property,
	 plant and	Investment	 Deferred
	 equipment	 property	 income	 Other	 Total
	 US$	 US$	 US$	 US$	 US$
Balance at 31 March 2014	 593,957	 256,005	 (6,438)	 (42,427)	 801,096
Recognised in profit or loss	 (9,480)	 (5,811)	 6,438	 (17,952)	 (26,805)
Recognised in other 
comprehensive income	 -	 -	 -	 (188)	 (188)
	 --------------	 --------------	 ------------	 ----------	 ---------
Balance at 31 March 2015	 584,477	 250,194	 -	 (60,567)	 774,103
Recognised in profit or loss	 8,401	 (5,812)	 -	(144,659)	(142,070)
Recognised in other 
comprehensive income	 -	 -	 -	 (98)	 (98)
	 --------------	 --------------	 ------------	 ----------	 ---------
Balance at 31 March 2016	 592,878	 244,382	 -	(205,324)	 631,935
	 ________	 ________	 _______	 ______	 ______

Included in the “Other” balance is a deferred tax asset amounting to US$120,341 (2015: 
Nil) recognised on current year losses.

8.	 LOSS PER SHARE 

The loss and weighted average number of  ordinary shares used in the 
calculation of  loss per share are as follows:

	 2016	 2015
		

Loss for the year (US$) 	 (624,405)	 (172,100)
Weighted average number of  ordinary 
shares in issue for the purpose of  basic 
and diluted earnings per share	 253,872,420	 253,872,420
Basic loss per share (US cents)	 (0.25)	 (0.07)
Diluted loss per share (US cents)	 (0.25)	 (0.07)
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9.	 PROPERTY, PLANT AND EQUIPMENT
	 Land &	 Furniture	 Plant &	 Motor
	 buildings	 & fittings	 equipment	 vehicles	 Total
Cost	 US$	 US$	 US$	 US$	 US$

Balance at 31 March 2014	 2,601,969	 236,855	 472,853	 393,054	 3,704,731
Additions	 13,001	 13,249	 157,608	 54,280	 238,138
Disposals	 -	 -	 -	 (24,190)	 (24,190)
	 -------------	 ------------	 ------------	 -------------	 --------------
Balance at 31 March 2015	 2,614,970	 250,104	 630,461	 423,144	 3,918,679
Additions	 2,762	 24,220	 59,955	 45,557	 132,494
	 --------------	 -------------	 --------------	 ------------	 ---------------
Balance at 31 March 2016	 2,617,732	 274,324	 690,416	 468,701	 4,051,173
	 ________	 ________	 ________	 ________	 ________

Accumulated depreciation

Balance at 31 March 2014	 250,202	 207,580	 262,789	 234,102	 954,673
Depreciation expense	 50,202	 19,615	 71,673	 32,086	 173,576
Eliminated on disposal of  assets	 -	 -	 -	 (14,284)	 (14,284)
	 -------------	 -----------	 ------------	 ------------	 ------------
Balance at 31 March 2015	 300,404	 227,195	 334,462	 251,904	 1,113,965
Depreciation expense	 51,461	 19,081	 82,078	 36,528	 189,148
	 --------------	 --------------	 --------------	 -------------	 --------------
Balance at 31 March 2016	 351,865	 246,276	 416,540	 288,432	 1,303,113
	 ________	 ________	 ________	 ________	 ________

Carrying value at 
31 March 2015	 2,314,566	 22,909	 295,999	 171,240	 2,804,714
	 ________	 ________	 ________	 ________	 ________
Carrying value at 
31 March 2016	 2,265,867	 28,048	 273,876	 180,269	 2,748,060
	 ________	 ________	 ________	 ________	 ________

NOTES TO THE FINANCIAL STATEMENTS
(continued)

For the year ended 31 March 2016



NATIONAL TYRE SERVICES LIMITED - ANNUAL REPORT 2016 PAGE 33

NOTES TO THE FINANCIAL STATEMENTS
(continued)

For the year ended 31 March 2016

10. 	 INVESTMENT PROPERTY
	 Total

	 US$
Cost 

Balance at 31 March 2015	 1,226,768
	 _________
Balance at 31 March 2016 	 1,226,768
	 _________

Accumulated depreciation 

Balance at 31 March 2014	 118,919
Depreciation for the year	 22,570
	 --------------
Balance at 31 March 2015	 141,489

	
Depreciation for the year	 22,570
	 --------------
Balance at 31 March 2016	 164,059
	 _________

Carrying value at 31 March 2015	 1,085,279
	 _________
Carrying value at 31 March 2016	 1,062,709
	 _________

The Directors believe that the carrying value of  the investment property are 
reasonable and approximate their fair value.

No direct investment property costs were incurred in current year (2015: US$ 
Nil).
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11.	 AVAILABLE FOR SALE INVESTMENTS
	 At Fair
	 Value	 At Cost	 Total
	 US$	 US$	 US$

Balance at 31 March 2014	 32,998	 42,746	 75,744
Fair value loss	 (3,750)	 -	 (3,750)

	 -------------	 -----------	 -----------
Balance at 31 March 2015	 29,248	 42,746	 71,994
Fair value loss	 (1,952)	 -	 (1,952)
	 -------------	 -------------	 ------------
Balance at 31 March 2016	 27,296	 42,746	 70,042

	 ________	 ________	 ________

The investments at fair value are represented by 6 units of  unquoted African 
Sun time shares. The investments at cost are represented by unquoted shares 
in Medical Investments Limited (1%). 

The Company’s Directors believe that the carrying values of  the investments 
are reasonable.

12.	 INVENTORIES
	 2016	 2015
	 US$	 US$

Raw materials 	 359,974	 609,892
Finished goods 	 2,779,134	 1,906,814
Consumable stores  	 119,860	 130,069

	 --------------	 ---------------
	 3,258,968	 2,646,775
	 _________	 _________

	 The cost of  inventories recognised as an 
	 expense during the year was 
	 US$10,035,823 (2015: US$10,594,474)

13.	 TRADE AND OTHER RECEIVABLES 

Trade receivables 	 1,758,535	 1,513,052
Allowance for doubtful debts  	 (371,219)	 (292,608)
	 --------------	 --------------
	 1,387,316	 1,220,444
Other receivables and prepayments	 204,966	 304,745

	 ---------------	 ---------------
	 1,592,282	 1,525,189
	 _________	 _________
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13.	 TRADE AND OTHER RECEIVABLES (continued)

The average credit period on sale of  goods is 30 days. No interest is charged 
on trade receivables for the first 60 days from the date of  invoice. Thereafter, 
interest is charged on some but not all accounts at 1.58% per month. The 
Directors consider that the carrying amount of  trade and other receivables 
approximates their fair value. Allowances for doubtful debts are recognised 
against specific trade receivables and trade receivables in excess of  90 days 
based on estimated irrecoverable amounts determined by reference to past 
default experience. 

Trade receivables disclosed above include amounts (see below for aged 
analysis) that are past due at the end of  the reporting period but against which 
the Company has not recognised an allowance for doubtful receivables because 
there has not been a significant change in credit quality and the amounts are 
still considered recoverable. The Company does not hold any collateral or 
other credit enhancements over these balances nor does it have a legal right of  
offset against any amounts owed by the Company.

Ageing of  past due but not impaired trade receivables
	 2016	 2015
	 US$	 US$

30 – 90 days	 859,371	 467 488
+90 days	 120,768	 404 075
	 ---------------	 ---------------
	 980,139	 871 563
	 _________	 _________

Movement in the allowance for 
doubtful debts	
Balance at the beginning of  the year	 292,608	 184,274
Impairment recognised on trade
receivables in profit or loss	 78,611	 108,334

	 -------------	 --------------
Balance at the end of  the year	 371,219	 292,608

	 ________	 _________

In determining the recoverability of  a trade receivable, the Company considers 
any change in the credit quality of  the trade receivable from the date credit 
was initially granted up to the end of  the reporting period. The concentration 
of  credit risk is limited due to the fact that the customer base is large and 
unrelated. 
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13.	 TRADE AND OTHER RECEIVABLES (continued)

Age of  impaired receivables
				    2016	 2015
				    US$	 US$

+ 90 days 		  371,219	 292,608
			   ________	 _________

14.	 SHARE CAPITAL

Share capital is composed of  ordinary shares with a nominal value of  
US$0.0001 per share.

14.1	 Authorised
			   2016	 2015
			   Number of  shares	 Number of  shares
Ordinary shares		  400,000,000	 400,000,000
			   ____________	 ____________

14.2	 Issued and fully paid

Ordinary shares		  253,872,420	 253,872,420
			   ___________	 ___________

				    2016	 2015
			   US$	 US$
Issued share capital		  25,388	 25,388
			   ___________	 ___________
	
The Company has one class of  shares, which carries no rights to fixed 
income.

14.3	 Unissued shares
			   2016	 2015
			   Number of  shares	 Number of  shares

Unissued shares under 
the control of  the 
Directors		  146,127,580	 146,127,580
			   ____________	 ____________
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14.	 SHARE CAPITAL (continued)

14.4	 Directors’ interests

At 31 March 2016 Directors held directly or indirectly the following shares: 

	 2016	 2015
	 Number	 Number 
	 of  shares	 of  shares

S.N. Mandimika	 800	 800
T.P. Choto	 -	 370,000
	 _______	 _________

15.	 TRADE AND OTHER PAYABLES	 2016	 2015
		  US$	 US$

Trade and other payables 	 2,934,432	 1,822,471
Provisions 	 69,588	 92,891
	 --------------	 ---------------
	 3,004,020	 1,915,362
	 _________	 _________

The average credit period on purchases is 30 days for local suppliers and 
between 30 and 90 days for foreign suppliers. Interest is charged by certain 
but not all suppliers on overdue payables. The Directors consider that the 
carrying amount of  trade and other payables approximates their fair value.

15.1	 Trade and other payables	 2016	 2015
		  US$	 US$

Trade	 2,186,495	 1,347,064
Accrued expenses (i) 	 615,087	 313,828
Other payables 	 132,850	 161,579
	 ---------------	 ---------------
	 2,934,432	 1,822,471
	 _________	 _________

(i)	 Accrued expenses include technical fees amounting to US$473,008 
(2015: US$211,947) payable to a related party as disclosed in note 20.
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15.	 TRADE AND OTHER PAYABLES (continued)

15.2	 Provisions	 2016	 2015
		  US$	 US$

Employee benefits (ii)	 69,588	 92,891
	 _________	 ________

(ii) The provision for employee benefits represents provisions for annual leave 
and bonus. 

16.	 BORROWING POWERS

In terms of  article 87 of  the Articles of  Association, the borrowing powers 
of  the Company shall not exceed the nominal amount of  the issued capital 
plus the total of  the free reserves. There were no borrowings during the year 
ended 31 March 2016.

17.	 PENSION OBLIGATIONS 

The Company and its employees contribute to the National Tyre Services 
Pension Fund. The fund operates a defined contribution plan, the assets 
of  which are held in a separate trustee-administered fund. Contributions 
to the fund by the Company amount to 12% and by employees 7% of  
pensionable emoluments. The National Social Security Authority Scheme was 
promulgated under the National Social Security Authority Act (Chapter 17:04). 
Contributions amount to 3.5% of  pensionable emoluments subject to a limit 
of  US$ 24.50 per employee. There were no changes on the status of  the fund.

18.	 FINANCIAL RISK MANAGEMENT

Management is responsible for implementing the strategy to ensure that an 
appropriate risk management framework is operating effectively across the 
Company. The Company does not speculate in trading of  derivative or other 
financial instruments. Management of  the Company meets on a weekly basis 
to analyse, amongst other matters, currency and interest rate exposures and to 
re-evaluate treasury management strategies against revised economic forecasts. 
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18.	 FINANCIAL RISK MANAGEMENT (continued)

18.1	 Capital risk management 

The Company manages its capital to ensure that it will be able to continue 
as a going concern while maximising the return to stakeholders through the 
optimisation of  the debt and equity balance. The Company’s capital consists 
of  issued capital and reserves as disclosed in the statement of  changes in 
equity. The Company did not have any borrowings at year end.

18.2	 Categories of  financial instruments 
	 2016	 2015

	 US$	 US$
Financial assets
Cash and cash equivalents 	 252,143	 563,648
Trade and other receivables 	 1,471,235	 1,274,345
Available-for-sale investments 	 70,042	 71,994
	 ----------------	 ----------------
	 1,793,420	 1,909,987
	 _________	 _________

Financial liabilities
Trade and other payables 	 3,004,020	 1,915,362

	 _________	 _________

18.3	 Foreign currency risk management

The Company’s exposure arises mainly on import of  raw material and finished 
goods. The Company manages the risk through negotiating with significant 
suppliers to be invoiced in United States dollars. The Company did not have 
significant foreign currency denominated monetary assets and monetary 
liabilities at year end.

18.4	 Interest risk management 

The Company’s exposure arises mainly on interest rate risk through 
borrowings it makes from financial institutions. The Company has adopted a 
non-speculative policy on managing interest rate risks. The Company did not 
have any borrowings at year end.
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18.	 FINANCIAL RISK MANAGEMENT (continued) 

18.5	 Liquidity risk management 

The Company operates within Board approved borrowing limits, which are 
geared for peak and seasonal trading requirements. The Company manages 
liquidity risk by maintaining adequate reserves and by continuously monitoring 
forecast and actual cash flows. 

18.6	 Credit risk management 

Credit risk refers to the risk that a counterparty will default on its contractual 
obligations resulting in financial loss to the Company. Potential credit risk 
consists of  trade debtors. The Company has adopted a policy of  only dealing 
with creditworthy counterparties as a means of  mitigating the risk of  financial 
loss from defaults. Ongoing credit evaluations are performed to maintain 
creditworthiness of  customers. Trade receivables consist of  a large number of  
customers, spread across diverse industries. 

19.	 FAIR VALUE MEASUREMENTS

	 Fair value of  financial assets that are measured at fair value 

Some of  the Company’s financial assets are measured at fair value at the end 
of  the reporting period. The following table gives information of  the financial 
assets that are determined and the inputs used.

Recurring fair value measurements 

	 Quoted prices in	 Significant 	 Significant	
	 active markets for	 observable 	unobservable	
	 identical assets	 inputs	 inputs	
	 (Level 1)	 (Level 2)	 (Level 3)	 Total
	 US$	 US$	 US$	 US$
2016
Equity securities
African Sun Time Share
Investments (i)	 -	 27,296	 -	 27,296
	 _____	 _______	 ________	 _______

2015
Equity securities
African Sun Time Share
Investments (i)	 -	 29,248	 -	 29,248
	 _____	 ________	 ________	 _______

	 (i) Quoted bids in an inactive market.
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20.	 RELATED PARTIES

Relations
§§ Simply Africa (Pvt) Ltd, incorporated in Mauritius ultimately controls 

47% of  the Company’s ordinary shares.
§§ Auto Tyres Zimbabwe (Pvt) Ltd, fellow group company.
§§ Croco Investments (Pvt) Ltd, common directorship.
§§ Apollo Tyres South Africa (Pty) Ltd, fellow group company.

Details of  balances and transactions between the Company and the related 
parties are disclosed below. 

20.1	 Related party transactions
	 2016	 2015

Expenses	 US$	 US$
	 Auto Tyres Zimbabwe (Pvt) Ltd -Purchases	 1,852,439	 1,859,473

Auto Tyres Zimbabwe (Pvt) Ltd -Management fees	 -	 1,100
	 Apollo Tyres South Africa (Pty) Ltd - Purchases	 -	 295,089

Simply Africa  (Pvt) Ltd – Technical fees	 261,061	 -
Apollo Tyres South Africa (Pty) Ltd-Technical fees	 -	 285,016
Simply Africa  (Pvt) Ltd – Purchases	 212,263	 -
Croco Investments (Pvt) Ltd- Purchases	       52,000  	                -
	 2,377,763	 2,440,678

	            ________	 ________
Income		
Auto Tyres Zimbabwe (Pvt) Ltd -Sales	 22,149	 16,519
Croco Investments (Pvt) Ltd - Sales	 34,464	 -
	 56,613	 16,519

	 ________	 ________
All transactions with related parties are conducted 
at market prices.

20.2	 Related party balances - payables
	

Auto Tyres Zimbabwe (Pvt) Ltd -Purchases	 61,719	 122,333
	 Simply Africa (Pvt) Ltd-Purchases	 67,618	 -  

Simply Africa (Pvt) Ltd – Technical fees	 473,008	 -
Apollo Tyres South Africa (Pty) Ltd-Technical fees	 -	 211,947
	 -------------	 ------------
	 602,345	 334,280

	 ________	 ________

The amounts outstanding are unsecured and will be settled in cash. No 
guarantees have been given or received.
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20.	 RELATED PARTIES (continued)

20.3	 Compensation of  Directors and key management personnel 

The remuneration of  Directors and other members of  key management 
during the year was as follows: 
	 2016	 2015

	 US$	 US$
Directors 
-Short term benefits 	   153,429	 148,547
-Post-employment benefits  	   8,324	 13,850

Key management 
-Short term benefits	 223,994	 231,762
-Post-employment benefits 	 16,891	 18,301
	 -------------	 -------------

	   402,638	 412,460
	 ________	 ________

21.	 COMMITMENTS FOR CAPITAL EXPENDITURE
	 2016	 2015
	 US$	 US$

Authorised but not contracted for	 414,135	 641,598
	 ________	 _______

There were no contractual commitments for the acquisition of  property, 
plant and equipment as at the reporting date. The capital expenditure is 
to be financed out of  the Company’s own resources.

22.	 SUBSEQUENT EVENTS

There have been no significant adjusting events after the Statement of  
Financial Position date.

23.	 CONTINGENT LIABILITY

The Company has a contingent liability in respect of  legal claims for 
unfair dismissal of  various employees during the year amounting to $271 
000 (2015: Nil). The Company has been advised by its legal counsel that it 
is only possible, but not probable, that the claims will succeed. As a result, 
no provision for any liability has been made in the financial statements.

NOTES TO THE FINANCIAL STATEMENTS
(continued)

For the year ended 31 March 2016
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24.	 GOING CONCERN

The Board and management take note of  the Company’s recurring losses. The 
Board and management implemented various interventions, which will put 
the Company on a recovery path. Some of  the interventions are summarised 
below;

a)	 Increased drive to generate cash sales and close monitoring of  the 
debtors book;

b)	 Overheads containment through staff  rationalisation; and
c)	 Strategic procurement and widen supplier base to improve stock turn.

The financial statements have therefore been prepared on the basis that the 
Company will continue to be a going concern. This basis presumes that the 
Company’s plans will be effective and the Company will realise its assets and 
discharge its liabilities in the ordinary course of  business.

NOTES TO THE FINANCIAL STATEMENTS
(continued)

For the year ended 31 March 2016
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	 Number of 	 %
	 shares held
TRADE CLASSIFICATION 
Local Nominees	 87,740,162	 34.56
Local Companies	 80,362,864	 31.65
Insurance Companies	 45,718,558	 18.01
Pension Funds	 16,016,059	 6.31
Local Individual Residents	 13,390,778	 5.27
New Non-Resident	 9,244,520	 3.67
Foreign Companies	 568,718	 0.22
Foreign Nominees	 553,769	 0.20
Charitable and Trusts	 133,002	 0.05
Fund Managers	 90,189	 0.04
Other Investments and Trusts	 28,001	 0.01
Deceased Estates	 25,800	 0.01
	 -----------------	 -----------
TOTAL	 253,872,420	 100
	 __________	 _______

SHAREHOLDER DISTRIBUTION
	 Number of  	 %	 Issued	 %
	 shareholders		  shares
1-5000	 195	 45.88	 399,321	 0.16
5000-10000	 69	 16.24	 541,666	 0.21
10001-2500	 68	 16.00	 1,143,286	 0.45
25001-50000	 31	 7.29	 1,268,679	 0.50
50001-100001	 22	 5.18	 1,620,118	 0.64
100001-200000	 8	 1.88	 1,131,784	 0.45
200001-500000	 12	 2.82	 4,492,530	 1.77
500001-1000000	 5	 1.18	 3,233,030	 1.27
1000001 and above	 15	 3.53	 240,042,006	 94.55
	 ---------	 --------	 ----------------	 ----------
TOTAL	 425	 100	 253,872,420	 100
	 ______	 _____	 __________	 ______

TOP TEN SHAREHOLDERS 	 Issued shares	 %
MBCA Nominees (Private) Limited	 86,867,731	 34.22
Old Mutual Life Assurance Company Zimbabwe Limited	 45,718,558	 18.01
Radun Investments (Private) Limited 	 31,194,348	 12.29
Willoughby’s Consolidated Public Limited Company	 23,330,664	 9.19
National Social Security Authority (NPS)	 12,762,416	 5.03
Messina Investments (Private) Limited	 8,980,430	 3.54
Group Five Companies (Private) Limited	 7,897,227	 3.11
Enborate Investments (Private) Limited	 6,892,377	 2.71
Stanbic Nominees (Private) Limited	 6,590,705	 2.60
Desmond Patrick Walton	 5,149,196	 2.03
	 ----------------	 ------------
TOTAL	 235,383,652	 92.73	
	 _________	     _______

ANALYSIS OF SHAREHOLDERS
As at 31 March 2016
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NOTICE IS HEREBY GIVEN that the fifty-fourth Annual General Meeting of  the Company 
will be held in the Boardroom, Stand No. 4608, corner Cripps/Seke Roads, Graniteside, Harare, on 
24 August 2016 at 2.30 pm for the following business:

ORDINARY BUSINESS

1.	 Financial statements 

To receive, consider and adopt the Company’s financial statements for the year ended 31 
March 2016 together with the report of  the Directors and auditors thereon. 

2.	 Directors’ remuneration 

To approve the Directors’ remuneration for the year ended 31 March 2016. 

3.	 Election of  Directors 

To appoint Directors: 

3.1	 Mr. B.V. Mancama and Mr. S.N. Mandimika retire by rotation in terms of  Article 98 of  the 
Company’s Articles of  Association and being eligible, offer themselves for re-election. 

3.2	 Mr. A. Ushe was appointed as Director during the year and members are requested to 
confirm his appointment. He retires in terms of  Article 105 of  the Company’s Articles of  
Association and being eligible offers himself  for re-election. 

4.	 Auditors 

To  approve the remuneration of  the auditors for the financial year ended 31 March 2016 
and to appoint BDO Zimbabwe Chartered Accountants as auditors for the financial year 
ending 31 March 2017.

APPOINTMENT OF PROXY

In terms of  the Companies Act (Chapter 24:03) a member entitled to attend and vote at this 
meeting is entitled to appoint one or more persons (who need not be members) in the alternative 
to attend and vote and speak instead of  him or her. All proxies must be lodged in the Company’s 
registered office not less than 48 hours before the time of  holding the meeting. A form of  proxy is 
enclosed for the convenience of  any member who may be unable to attend.

BY ORDER OF THE BOARD

S.N. Mandimika
Company Secretary

Registered office	 Transfer Secretaries
Stand 4608	 Corpserve Registrars (Private) Limited
Corner Cripps/Seke Roads	 2nd Floor, ZB Centre
Graniteside	 Corner Kwame Nkrumah Avenue/
P O Box 3018	 First Street
Harare	 P.O. Box 2208
	 Harare
23 June 2016

NOTICE OF ANNUAL GENERAL MEETING 
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SHAREHOLDER INFORMATION

If  you have changed your address please fill in the details in the space provided 
below: 

Name in full: 	 _____________________________________________________________

New address: 	 _____________________________________________________________

Signature:         	 _____________________________________________________________

Date:                	 _____________________________________________________________

E-mail address:	 _____________________________________________________________

PROXY FORM 

I/We _____________________________________ of  _______________________________ 

Being a member of  the above Company and entitled to vote, hereby appoint 

___________________________________________________________________ or failing

him/her_____________________________________________________________________

of  _________________________________________________________________________ 
as my/our proxy to vote for me/us on my/our behalf  at the Annual General Meeting of  the 
Company to be held on 24 August 2016 at 2.30 pm and at any adjournment thereof. 

Signed at ____________________________ this _____ day of  _________________ 2016

Signature of  Member ____________________________________ 

(For official use: No. of  shares held: _________________________) 

NOTE: 

1. In terms of  Section 129 of  the Companies Act (Chapter 24:03) a member of  the Company is 
entitled to appoint one or more proxies to act in the alternative, to attend and vote and speak instead 
of  him. A proxy need not be a member of  the Company. 

2. Section 77 of  the Company’s Articles of  Association provides that instruments of  proxy must be 
deposited at the registered office of  the Company not less than 48 hours before the time appointed 
for holding the meeting.
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THE SECRETARY
NATIONAL TYRE SERVICES 
LIMITED
P.O. BOX 3018
HARARE
ZIMBABWE

THE SECRETARY
NATIONAL TYRE SERVICES 
LIMITED
P.O. BOX 3018
HARARE
ZIMBABWE






