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REPORT OF THE DIRECTORS TO THE SHARENOLDER
FOR THE YEAR ENDED 31 DECEMBER 2019

The directors take pleasure in presenting their report on the financial statements of PNG Dataco Limited {the “Company”) for
the year ended 31 December 2019. The Company was incorporated on 1 December 2010 In Papua New Guinea and started
operations on 1 March 2015.

Principal Activity
The principal continuing activities In which the Company was engaged during the year were those of setting up of a whelesale
broadband network in Papua New Gulnea.

Results
The net foss after tax of the Company during the period anded 31 December 2019 was K19,063,909 (2018: Loss K10,789,954),

Directors
The directors as 4t the date of this report are:

Johan Volkerink Chairman ~ (Resigned in 2020)
Mahash Patel Chairman ~ (Resigned In 2019)

Reuben Ire Kautu Vice Chairman/Non-Executive

Cedric Rondcke Director

Kilf Richard Tambua Director

Avia Koisen Diractor

Andrew lohnsen Director

Paul Kambaoi Managing Director /Executive Director
Company Secretary

The Company secretary s Madsmoliey Ikosi.

Registered Office
Its registered office is located at Level 1 Wakples Buitding, Section 531, Lot 12, Savannah Heights, NCD, Papua Naw Guinea,

Remuneration of Directors
Diractor’s remuneration Including tha value of benefits received during the year Is as follows:

Director's Name [

lohn Volkerink 78,200
Reubien Ire Kautu 67,700
Kili Richard Tambua 54,500
Avia Koisen 54,500
Andrew Johnson 54,500
Paul Komboti 920,447

Remuneration of Employees

The number of emplayees or former employees, not being directors of the Company, whose total remuneration and the vaiue
of other benefits received, exceaded K100,000, falls within each relevant K10,000 band of income as fallows:

2019 2018 2019 2018
K100,000 — 110,000 10 - 230,000 — 240,000 - 1
K110,000 — 120,000 - - K240,000 - 250,000 - 1
K120,000 - 130,000 - 1 K230,000 - 260,000 -
K130,000 - 140,000 - k3 k280,000 - 270,000 1
K140,000 — 150,000 - 1 K270,000 — 280,000 1 -
K150,000 - 160,000 2 - K280,000 — 293,000 - -
K160,000 ~ 170,000 4 - K290,000 - 300,000 - .
K170,000 - 180,000 3 - k300,000 - 310,000 . 1 -
K130,000 - 190,000 - i k310,006 - 320,000 - -
K180,600 — 200,000 1 - K328,000 - 330,000 - .
200,000 ~ 210,000 - 1 K330,000 - 340,000 -
K210,000 - 220,000 - - K340,000 - 350,000 1

=

K220,000 - 230,000 1 1 K350,000 > 1




REPORT OF THE DIRECTORS TO THE SHAREHOLDER {continued)
FOR THE YEAR ENDED 31 DECEMBER 2019

General
In accordance with the raquirements of the Companies Act 1997, the Directors state that in their opinion:

(a) the results of the Company’s operations during the year were not materially affected by items of an abnormal character

(other than as noted in the accounts);

(b) no circumstances have arisen that render adherence to the existing method of valuation of assets ar liahil

misleading or inappropriate;

(c) na contingent liabilities have arisan in the period from 31 December 2019 to the date of this report, except as noted in

the accounts;

(d) no contingent liabilities have become enforceable orare likely to become enforceable within the period of 12 months
from the date of this report, which would materially affect the Company in its ability to meet its obligations as and when

they fall due;

(e) the current assets will realise at least the value at which they are shown in the accounts and the value is an amount that

these assets might reasona bly be expected to realise in the ordinary course of business,

-

Signed for, ag/d on behdlf of the Board,

/L-W’f/ /.ﬁ
Réubgn Ire Kafitu
Vice Chairman naging Director /Executive Director
Pory Moreshy Port Moreshy




PNG DATACO LIMITED
DIRECTORS' DECLARATION
FOR THE YEAR ENDED 31 DECEMBER 2019

The directors state that in thair opinion:

(a) The Statement of Comprehensive Income is drawn UP s0 as to give a true and fair view of the results of the business of
the Company for the year endad 31 December 2019,

(b)  The Statement of Financial Position is drawn up so as to give a true and fair view of the state of affairs of the Company
for the year ended 31 December 2019.

Signed in accordance with a resolution of the directors,

On behalf of the Directors

eyhben Ire Kautu hoi—"

ite Chairman Managing Director /Executive Director
Port Moreshy Part Mareshy




PMNG DATACD UIVITED
STATEMENT OF COMPREHENSIVE INCOME FOR THE YEAR ENDED 31 DECEMBER 2019

2019 2018

Notes K K

Revenue 3 116,993,872 46,587,917
Cost of Sales (62,172,665) (17,815,385)
Gross profit 54,821,207 28,672,531
Interest income 4,554 7,179
Qther Income - Gavernment Grant 3,875,796 645,966
Interest expense — Leases (8,100,996) -
Interest expense — Others - (287,582)
Foreign exchange (loss)/gain (940,367) 465,387
Operating expenses 4 (70,418,676) (40,122,535)
Loss before income tax (20,758,481) (10,619,054)
Income tax credit/(expense) 51 1,694,572 (180,900}
Loss for the year (19,063,910) (10,799,954)

Other comprehensive incame = _

-_— -
Total comprehensive loss for the year (19,063,910) (10,799,954]

This statement of comprehensive income should be read in conjunction with the accompanying notes ta the financial
statements. :




PMG DATACO LIMITED
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 21 DECEMBER 2019

Balance at 31 December 2017

Equity contribution

Total comprehensive loss for the year
Balance at 31 December 2018

Equity contribution

Day 1 IFRS 16 adjustment

Total comprehensive loss far the year
Balance at 31 December 2019

Share
Capital

K
206,284,126
16,000,000

222,284,126
37,092,058

259,376,184

Retained
earnings

K
(53,170,305)

(10,799,954)
(63,970,259

(1,991,811)
(19,063,909)

(85,025,979)

Total

K
153,113,821
16,000,000
(10,799,954)
158,313,867
37,092,058
(1,991,81 1)
(15,063,909)
174,350,205

This statement of changes in equity should be read in conjunction with the dccompanying notes to the financial statements,




PNG DATACO LIMITED
STATEMENT OF FINANCIAL POSITION
AS AT 21 DECEMBER 2018

Restated
2019 2018
Notes K K
Current Assets
Cash 5] 5,260,383 3,860,255
Raceivable and other current assets 7 69,604,626 38,450,411
Total current assets 74,865,009 42,310,666
e e
Non-Current Assets
Property and equipment 8 930,595,901 427,401,846
Right of use asset 18 52,830,764 -
Deferred tax 5.2 20,828,652 18,280,447
e
Total non-current assets 1,004,255,317 445,682,293
Total assets 1,079,120,326 487,992,959
—srrdplehasn
Current Liabilities
Trade creditors 9 58,939,709 22,772,802
Other creditors and accruals 10 30,306,528 19,110,788
Borrowings 11 15,490,000 18,750,000
Government grant 3,552,813 7,428,609
Lease liability 18 14,598,480
Revenue in advance 484,637 527,389
Total current liahilities 123,372,167 68,589,588
Non-current liabilities
Borrowings 11 738,979,943 261,089,504
Lease liability 18 42,418,011
Total non-current Jia bilities 781,397,954 261,089,504
Total liahilities o 904,770,121 329,679,092
Net Assets - 174,350,205 158,313,857
Equity
Share capital 12 259,376,184 222,284,126
Retained earnings (85,025,979) (63,970,259)
Total Equity 174,350,205 158,313,867

This statement of financial position should be read in conjunction with the accompanying notes to the financial statements,




PUG DATACO LINITED
STATEMENT OF CasH FLOWS

FOR THE YEAR ENDED 33 DECEMBER 2019

Notes

Cash flows from operating activitjes

Recelpts from customers

Cash payments ta suppliers and employees

Interest Received

Net cash from operating activities

Cash flows from investing activities

Purchase of property and equip
Purchase of Kumul submarine ¢

ment
able netwark

Net cash used in investing activitias

Cash flows from financing activities

Repayment of Borrowings
Proceeds from China Exim Bank
Capital Contribution

korrowing

Net cash flows from financing activitles

Net increase (decrease) in cash

Cash at the beginning of the year

Cash at the end of the year

This statement of cash flows shou!

B

Restated
2019 2018
K K
85,796,905 11,897,355
{66,411,791) {10,798,724)
4,554 7,175
19,389 668 1,105,850
- 1305850
(19,229,540) (13,557,852
(468,617,824) (258,442,445)
_.1487,247,364) .. 1272,000,297)
{3,260,000) (2,000,600)
458,017,824 258,442 445
4,500,000 16,000,000
469,257,824 272,442,445
_. 469,257,824 _ SIAAAL,A845
1,400,128 1,547,997
3,860,255 2,312,258
5,260,383 3,860,255

d be read in conjunction with the accompanying notes to the financial statements.




PNG DATACO LMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMEBER 2919

1 General information

PNG Dataco Limited {"the Cormpany”) i an unlisted Company, incorporated in Papua New Guinea gn 1 December 2010,
The Company is owned by Kumul Telfkom Haldings {KTH) from 17 November 2018 when PNG Dataco was transferrad 1o
KTH fram XCH. Prior te 17 November 2019, PNG DataCo was owned by Kumuyl Consolidated Holdings {KCH} formerty
Independent Puklic Business Corporation {(“IPBC"). KTH 35 a state-ownad Corparation and js 100% owned by the
Independent State of Papua New Guines ("Ultimate Parent”}, through KCH,

The registered offica js focated at Leye| 1 Waokples Bullding, Saction 331, Lot 12, Savannah Heights, Walgani, NCD, Papua
New Gulnea, The financiat statements were althorized for (ssue inaccordance with a resolution of the directors,

2, Summary of Significant Accou nting Policies

The principal accounting policies applled in preparation of the Company's financial statements are set out balow. These
pelicies have been consistently applled to all the years Prasented, unless otherwise stated,

2.1 Bagis of preparation

The financial statements of the Company have been Prepared In accordance with International Financta/ Reporting
Standards (“IFRS") and Interpretations of the International Firanciaf Reporting Interpretations Committes “IFRir 44
issued by the Imternational Accounting Standard Board (1AS8) ang the requiremants of Companies Act 1897, The financial
statements have bean Prepared under the historical cost convention and on 3 going concern basis, Historical cost i
generally based on the fair value of the cansideration given in exchange for assets, The financial statements ara presented
in Papua New Guinea Kina, and ail vajues are rounded to the nearest Kina, except whare otherwise Indicated,

2.2 Geing Concern

The Company recorded a net losg of k19,063,910 (2018; K10,799,954) during the year, In addition, current fiabllities
exceed current assatg by 48,507,158 as at 31 December 2019 {2018; X26,278,922) fargely as a resyjt of tha cemposition
of trade recelvahles held by the Company. Included In Trade receivables are intercompany receivables fram two refated
party companies that have been long.overdue and the noted related parties ara experiencing cashflow challenges. The

The continuing viahility of the Cdmpany and its ahility to centinue as a gelng concern and meet its financial commitments
as they fall due are dependent upon the Company belng successful in:

°  Benerating sufficfen: third-party revenye and cash flaws to enakle its obligations to be mat;
T Managing costs In line with fevenues generated ang funding facilities availabla;

*  recelving the continuing support of jts shareholders, suppliers and bankers; and

*  collecting recalvalles due from related parties.

However, for the reasons stated zhove, if adequate third-party revenue and the collectabifity of related pa Tty revenue ig
it improved, thera is g risk that the tompany may not b able to continue as going concern.

As a result of the ‘matters described above thera exists 3 material uncertainty that may cast significant doubt on the
entity's ability to continye A5 8 geing concern and, therefore, that i may be unable to realise its assets ang discharge its




PNG BATACO LIVITED
NOTES TO THE FINANCIAL STATEWIENTS
FOR THE YEAR ENDED 21 DECEMBER 2619

2 Summary of Significant Accounting Policies (continuecf]
2.3 Changes in accounting policies and disclosures

i New and amended sta ndards, and interpretations mandatory for the first time for the financia year
Beginning 1 January 2010

IFRS 16: ‘Leases’

IFRIC 23, ’Uncertainty over Income tax treatments’

Amendment to IFRS  on, Prepayment features with hegative compensation

Amendments to I1AS 28 ‘Investments jn associates’ on long term Interests in assoclates and joint ventures
Amendments to [AS 19 ‘Employee benefits’ on plan amendments, curtailment or settlement

Annual improvements 2015-2017

Covid-19-Refated Rant Concessions {Amendment to [FRS 16)

0890090

ii. New standards, amentdments and interpretations Issued but not effective for the financial year ended 31
December 2019 and not early adopted

Amendments to 1FRS 3 ~ definltion of a business

Amendments to 1AS 1 ang IAS 8 on the definition of "material’

IFRS 17: ‘Insurance contracts”

Amendments to References to the Conceptual Framewark in IFRS Standards
Definition of Material {Amendments to 1AS 1 and IAS 8)

Interest Rate Benchmark Reform (Amendments 10 IFRS 9, 1AS 39 and IFRS 7)

IFRS 10 and 1AS 28 (amendments) Sale or Contribution of Assets between an Investor and Jtg Assoclate or
Joint Venture.

0.00900

1)) IFRS 16 - Leases

Adaption of IFRS 16 has resulted in the company recognizing right-of-use assets ang lease liabilities for aly contracts that
are, or contain, a lezse. For leases previously classified as operating leases, under previous accounting requirements the
company did not recognise relatad assets or liabilities, and insteaq spread the lease paymants or: 5 straight-line basis qver
the lease term, disclosing in its annual financial statemants the total cammitment,

The directors have decided to apply the maodified retrospective adaptign method in IFRs 16, and, therefore, have
recognised leases on balance sheet as a1 1 January 2019, In additlon, It has decided to measure right-of-yse assets by
reference to the measurernent of the |ease ifabiiity on that date. This will ensure there is ng immediate Impact to net
assets on that date,

Instead of recognising an operating expense for its Operating leasa payments, the company has instead recognised
interest on its leasa lizbllities ang amartisation on s right-of-yse assets,

Definition of o loase
Previously, the tompany determined at contract inception whethar an arrangement is or contains a lease under IFRIC 4,
Under IFRS 18, the company assesses whether g contract is or contains a lease based or; tha definition of a lease.

On transition to IFRS 16, the company elected to apply the practical expedient to grandfather the assessment of which
transactions are leases. |t pplied (FRS 15 anly to tontracts that were previausly identified as legses, Contracts that warz
notidentified as leases underiAS 17 and IFRIC 4 were not reassessed for whether there s lease. Therefare, the definition
of a lease under IFRS 16 was applied only to contracys entered into or changed on or after 1 January 2019,

As a fessor

For lezses of othar assets, which were classifiad as operating under 1A 17, the company recognised right of use assets
and lease Habilities with a date of Initial application of January 2013,




PNG DATACD LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019

2.

Summary of Significant Accounting Policies (continued)
2.3, Changesin accounting policies and disclosures (continued)
iii) IFRS 16 ~ Leases (continued)

Leases classified as operating leases under |AS 17

At transition, lease liabilitias were measured at the present value of the remaining lease payments, discounted at the
company’s incremental borrowing rate as at 1 January 2019, Right-of-yse assels are measured at an amount equal to the
lease liability, adjusted by the amount of any prepaid or accrued lease payments. The company used the following
practical expedients when applying IFRS 16 to leases previously classified as operating leases under [AS 17

' Used hindsight when determining the lease term if the contract contains options to extend or terminate the lease.

As a lessor
The company is not required to make any adjustments on transition to IFRS 16 for leases in which it acts as 3 lessor, except

for a sub-lease. Under IFRS 16, the company is required to assess the classification of a sub-lease with reference to the
right-of-use asset, not the underlying asset. On transition, the Company reassessad the classification of 3 sub-lease
contract previously classified as an operating lease under |AS 17, The company concluded that the sub-lease continues to
be classified as Operating lease under IFRS 16 and thus there has been no impact on transition ta IFRS 16 in relation to
sub-lease.

Impacts on financial statements

On transition to IFRS 16, the company recognised an additional K66,314,114 of right-of-use assets and K69,158,557 of
lease liahilities respectively, refer note 18. When measuring lease liabilities, the company discounted lease payments
using its incremental barrowing rate at 1 January 2019, The weighted-average rate applied is 13.10%. A reconciliation of
the total operating lease commitments as at 31 December 2018 (as disclosed in the 2018 financial report) to the opening

lease liability, is as shown below: The application of IFRS 16 has an impact on the classifiad statement of cash flows of the
Company.

Opening lease liability reconciliation

Opening lease commitments as at 31 December 2018 payable; K
. Within 1 year 23,388,523

. Later than 1 year and no later than 5 years 64,943,157

. Later than 5 years 2,488,098
50,819,778

Impact of discounting at the incremental borrowing rate (21,660,221)
Lease liabilities recognized as at 1 January 2019 69,159,557

Financial impact for the year ended 31 December 2019 K

Impact on profit/(loss) for the year

Increase in depreciation of right of use asset (18,584,537)
Increase in interest expense (8,100,995)
Decrease in rental expense 23,988,471
Increase in income tax benefit 402,085
Decrease in profit for the year (2,294,977)
Impact on assets, liahilitias and equity K
Decrease in right of use assets (18,584,537)
Deacrease in lease liabilities 15,887,475
Tax effect of day 1 adjustment (853,633)
Increase in deferred tax asset 1,255,718

Decrease in 2quity (2,294,577)




PNG DATACO LIMITED )
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEVIRER 2019

2

Summary of Significant Accounting Policies (contfnued}
24 Summary of accounting policias (continued)

(a) Cash and cash aghivalents

For cash fiow statement presentation PUrposes, cash and cash gquivalents includes cash on hand, deposits hele at call
with financia) Institutions, other short-term, highly liquid investments with original maturities of three months or less that
are readily canvertible to known amounts of cash and which are subject ta an inslgnificant risk of changes |n value, and
bank overdrafts,

(b} Financial instruments - initial recognition and subsequent measurement

A financial instrument s 2NY contract that gives rise to a financial asset of ane entity and a financial Habiltty or equity
Instrument of ancther entity.

Financial assets

Loans and recelvables

Financial lizbilities

Initial recagnition angd measurement
Financtal lighilittes are classified, at initial recognitlon, as financial Fahilities at fajr value through profit or loss, ioans and
borrowings, payables, or as derivatives designated as hedging Instruments in an effective hedge, as appropriate,

All financlal tabilities are fecognisad initially at fair value and, In the case of leans and barrowings and payables, net of
directly attributable transaction costs, The Company's financial liabilities neiude ather creditors ang accruals,

Subsequent measuremeny
The measurement of financial labilities depends on thejr classification, as described helow:

Financial labilities ot fair valye through profit o Joss

Financial liabilitjes designated upon injtial recognition at fair valys through profit or Joss are designated at the initial
recognition date and only If the conditions jn IAS 39 are satisfied, The Company has not designated any financiai liabilities
as at fair value through profit or loss,

Financial fiabilitias at fair vaiue through profit or loss Includa financial labilities held for trading and financial tiabllities
designated upon initia) fecognition as at fair valge through profit or loss,

{c) Trade recejvahles

Trade receivables which are based on hormal credit terms are recognizad and carried ot origina! invoice amaount. At the
end of each reporting pericd, the carrying amounts of raceivables are reviewed to determine whether thera is any
chjective evidence that the amounts are not recoverable, If 50, an impairment loss Is recognized Immedia‘tely in the
statement of comprehensive income,

If there s objective avidence that an impairment Joss on receivables has heen incurred, the amount of the loss is measured
23 the differance between the asser's LaTying amount and the present value of estimatad futire cash flows discountag
at the financial assat's original effective Interest rate. The carying ameunt of the asset shall be rediycad either directly or
through the use of ap allowance account. Tha amount of the Yoss shall be retognized in the statement of comprehensive

income, . Q':“’
i,




PNG DATACO LiMiTED
NOTYES 7O THE FINANCIAL STATEMENTS (contl'nued]
FOR THE YEAR ENDED 31 DECEMBER 2019

2

Summary of Significant Accounting Policies [continuedj

2.4 Summary of accounting policies [continued}
(d) Property and equipment

Fixed assets are stated at cost less accumulated depreciation and any accumulated impairment in value. The cost of an
@sset comprises its purchase price and any directly attributable costs of bringing the asset to working condition for its
intended use. Expenditures incurred after the fixed assots have been putinto Operation, such as repairs and maintenance
and overhaul costs, are normally charged to the statement of comprehensive income in the period the tosts are incurred.
In situations where i+ can be clearly demonstrated that the expenditures have resulted in an increase in the future
economic benefits éxpected to be obtained from the use of an item of fixed assets beyond its originally assessad standard
of perfarmance, the expenditure is capitalized as an additional cost of fixed assets. When assets are sold or retired, their
cost and accumulated depreciation are removed from the accounts and any gain or loss resulting from their disposal is
included in the statement of tomprehensive income. Depreciation has heen determined by the straight-line method so
35 to write off the net cost of each asset during its expected useful |ife. Principal annual rates used are as follows:

Rates
Motor vahicles 20%
Computers and accessories 25-33%
Servers 4-10%
Furniture and fixtures 20%
Building and contents (INFRA) 2%
Office equipment 13-20%
Building Fit-out 20%
Miscellaneous assets 45-50%
Fibre optic lines 4-10%
Telecoms assets 20%
PPE - Others 25%
PPE — Network assets and Testing equipment 4-10%

The assets’ residyal values, useful lives and depreciation method is reviewed periodically, and adjusted, if a'ppropriate, at
each balance sheet date, to ensure that the useful lives and method of depreciatian is consistent with the expected
pattern of economic benefits from items of fixad assets. At each reporting date, the carrying values of fixad assets are
reviewed for impairment when events or changes in circumstanceas indicate that the carrying values may not be
recoverable. If any such indication exists and where the carrying values exceed the estimated recoverahle amounts, the
assets are written down to their recoverable amounts, Impairment losses, if any, are recognized in the statement of




PNG DATACO LIMITED
NOTES TQ THE FINANCIAL STATEMENTS {continued)
FOR THE YEAR ENDED 31 DECEMBER 2019

2

Sumsnary of Significant Accou nting Policies (continued)

24 Summaty of accounting policies (continued)
(h) Income tay

Citrrent tax

Current tax is calcylated by reference to the amount of inceme taxes payable or recoverable in respect of the taxable
profit or loss for tha perlod. it is calculated usi

by reporting date, Current tax for current and prior periods is recagnized as a ijabllity {or asset) to the extent that It |5
unpaid {or refundable),

Deferreq rax

income tax assets and liabilitlas are measured at the tax rate that is applicable to the Pertod when the assat is realized or
the liability is settled, based on tax rates (and tax faws} that have baen enacted or substantially enacted at the reporting
date,

(i) Share capital

Crdinary shares are classifiad as centributed capital. Incremental costs directly attributable to the fssue of new shares or
options are shown in equity as a deduction, net of tax, from the proceeds. Accumulated profit fepresents accumulated
earnings of the Company less dividends declared.

{1} Provisions

s bast estimate of the axpenditure required to settle the present obiigation at reporting date. If the effect
of tha tima vaiue of money is material, provisions are discounted using a current pre-tax rate that reflects the time value

(k) Contingencies

Contingent liabilities are not recognised in the financial statements but are discipsed unless the possibility of an outflow
of resources embedying economic banefits is remate, A contingent asset is not recognised in the financial statements but
Is disclosed when an inflow of economic benefits js probable,

{n Events after tie raporting date

(adjusting events}, are reflected In the financial statements, However, subsequent events that are not adjusting events
are disclosed in the notes to the financial statements, if materjal,

Tha preparation of the Parant entity's financia; statements recuires management to make Judgements, estimatas and
assumptlons that affect the reported amounts of TeVenues, expenses, assets and ltabilities, and the accompanying
disclosures, and the disclosure of contingent liabilities at the tate of the financtal statements. Estimates and asstimptions
are continuously evaluated and are based on management's exparience and other factors, including expectations of
future events that are believed to be reasonable under the circumstances. Uncertainty zhout these assumptions and
estimates could result in outcomes that reguire a material adjustment to the carrying amount of assets or liabifitles in
future perlods. In particuiar, the Parent entity has identifiad the following areas where significan
and assumptions are required. Further information on each of these areas and how they fmpac
policies are described below &nd also In tha refevant notes to the financial staternents,




PNG DATACD UMTED
NOTES TO THE FINANCIAL STATEMENTS {rontinued)
FOR THE YEAR ENDED 31 DECEMBER 2019

2 Summary of Significant Accounting Policies {continued)
2.4

Summary of accounting policies {continued)

(m) Restaternent and corcectlon of prior period Brror

The Independant State of Papua New Guinea entered into a Loan asreement with the Export Impart Bank of China on g
Juiy 2016, The agreement allowed The Independent State of Papua New Guinea to drawdown on the tota) loan facility of
US5229,198,215.15 Inorderto maie payments for the acqulsition of PNG Data Co's infrastructure assets. PNG DataCo ang
the Independent State of Fapua New Guines signed an on-lending agreement gn, 2 of Decembar 2016, The on-lending
agreement resulted in PNG Dataco keing liable to repay drawdowns and intarast on the Export Import Bank of Chinz loan

facility

During the financia year endad 31 December 2018,
November 2018 amaunting to PGK 25

PNG DataCo made 2 drawdowns an the 24 June 2018 and 15
442,445, The falr value at initlal recognition ang related Interest based on the

effective interast method had not heen recognised, The Interast would be recognisad in accordance to 1AS 23, Berrowing

costs, as the asset was stil| under construction as at 31 December 2018,

Given that the error occurred In the financial year ended 31 Deceamber 2018, the apening balancas of assets, kabilitles

and equity for the yearended 31 December 2018 have heen restated, thus, in line with 14S g,

Impact on the 2018 Equity
No Impact noted,

impact on the 2013 Assets, Liabilities and Equity

Assets Liabilities
K K
Initial Amount before restatement 226,903,455 (68,589,588)

Prior Period Adjustment 261,085,504 (261,089,504)
Loan drawdowns during 2018 258,442,445 {258,442,445}
Related Borrowing costs 2,647,059 {2,647,059)
Amount after restatement 487092059 {329,679,092)
B i avidicadsto M

The change did not have an impact on OCI for the perlod.
The impact on tha Company’s investing and financing cashflows has bean nated in the cashflow statement,

Equity
K

(158,313,857

(158,313,867)
S iatnitad kA

“?:503'\




FNG DATACO LIVIITER
NOTES TO THE FINANCIAL STATEMVIENTS [continued)
FORTHE YEAR ENDED 31 RECEMBER 2019

2 Sumntary of Slgnificant Accounting Policias {continued)

2.5 ludgements

In the process of applying the Parent entity’s accounting policies, Management has made no judgements on the amounts
recognised in the financia statements.

{a) Operating lease commitmants - cdmpany as lessee

and rewards of aownership of these properties, thus, 7RCOgNIZIng thesa Jeases as an cperating lease. In determining
significant risks and rewards, the Company tensidered, among others, the significance of the lease term as compared
with the tota! estimated iife of the assats

2.6 Estimates and assumptions

The key assumptions concerning the future and ather key sources of estimation uncertainty at the reporting data that
hava a significant risk of causing a material adjustrnent to tha CArTYINg amounis of assets and fizbilities within the next
finarcial year, are described below, The Parent entity based jts sssumptions and estimates on parameters available when
the financial statements were prepared and existing circumstances arising beyond the control of the company. Such
changes are reflected in the assumptions when they aceur,

{a) Useful lives of property and equipment

The Company estimates the usefu] lives of jts Property and equipment based an the period aver which these assets are
expected to be available for use. The estimated usefyl lives of broperty and equipment are reviewed at laast annually and
are updated If expectations differ from previous estimates due to physical wear and tear and technjcal or cemmercial
obsalescence on tha s of these assets. It s possible that future resylts of operations could be materially affactad by
changes in estimates brought about by changes in the factors mentioned above.

(b} impairment of Property and equipment

to be utilized,
3 Revenue
2019 2018
K K
Sales ' 116,993,872 45,587,017
T LR




PNG DATACO LIMITED
NOTES TO THE FINANC AL STATEMENTS {continued)
FOR THE YEAR EMDED 31 DECEMBER 2019

4, Operating Expenses
2019 2018
K K
Depreciation 26,517,982 13,218,231
Consultancy fees 736,108 266,075
Salaries and wages 8,550,513 5,722,912
Travel and accommodation 307,012 136,425
Rent 764,577 699,104
Security 152,857 166,616
Director fees and expenses 273,258 115,153
Marketing - 93,287
Motor vehicle expenses 270,756 395,781
Operation and maintenance - 3,316,239
Communication 278,556 379,233
Daubtfuf debts expense 28,130,461 9,554,577
Donations and sponsorships 333,839 42,099
Others 3,062,356 6,016,803
e TR
- 70,418,676 40,122,535
5. Income Taxes
51.  Income tax expense
2019 2018
K K
Current Tax expense " -
Deferred Tax cradit flexpense) 1,694,572 ~ [180,500)
Total 1,694,572 [180,900)

The prima facie tax payable on the Operating profit differs from the income tax provided in the accounts and is
reconciled as follows:

2019 2018
K K
Operating lass before income tax 20,758,482 10,619,054
. e
Prima facie tax credit at 30% 6,227,544 3,185,716
Tax effact of permanent diffarences
- Notlonal interest on horrowings {2,430,299) (85,275)
«  Provision for bad debts [8,439,138) {2,865,373}
- Nan-deductible expenses (34,133} (413,958)
Movement In unrecognized deferred tax assets:
Accruals - -
Nat loss carryover 5,370,558 -
Totat T Taeeasiz T (180,500
B L b el S




PNG DATACDO LIMITED
NOTES TO THE FINANCIAL STATEMENTS {continued}
FOR THE YEAR ENDED 31 DECEMBER 2019

5. income Taxes [continuad)

5.2 Deferred Tax Assat

2018 Tax effect of Deferred 2019
Day 1IFRS 16 tax credit
adjustment

K K K

Property, plant & equipment 1,297,741 - {10,463,224) (9,165,483}
Expectad credit lossas - - 4,490,365 4,490,365
Tax losses carried forward 16,733,293 - 6,990,860 23,724,153
Provisions 249,413 - 93,668 343,081
Other B - 180,818 180,818
tease liability & Right of use asset - 853,633 402,085 1,255,718
Tatal 18,230,447 853,633 1,694,572 20,828,652

The Company recoghized the deferred tax asset amounting to PGK20,828,652 (2018: PGK18,280,447) arlsing from
employee provisions, fixed assets and tax losses as the Company expects future taxable profits In which these may

be appliad.

The Company believes that there will be sufficient taxable Incama in future periods which the Company wil be
able to utilize the tax losses carrled forward. The tax lossas carrled forward are carried forward for a maximur of
7 years in accordance with the Internal Revenue Cammissian's regulations.

6. Cash and Cash Equivalents

Cash In banl
Cash on hand

The cash at bank earns interest at floating rates based on daily bank deposit
rates. Interast income earnad from cash and cash equivalents amounted to

K4,554 in 2018 (2018: K7,179).

7. Receivable and other current assets

Racgivable from Customers
Provision for bad debts

GST Receivable
Advancas ta suppliers
Others

Receivables —Customers are non-interest bearing and are generally on terms of 30 to 30 days.

2019 2018
K K
5,258,258 3,859,754
2,127 501
5,260,383 3,860,255
95,390,371 44,409,311
{43,098,344) (314,967,883)
52,292,027 29,441,428
0,657,466 8,416,550
6,475,234 532,243
1,178,900 60,180
69,604,627 38,450,451
P i
.1"":' 5@' JQC}\
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PNG DATACO LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2019

7: Receivable and other current assets (continued)

The Company writes off a trade receivable when there is information indicating that the debtor is in severe
financial difficulty and there is no realistic prospect of recovary e.g. when the debtor has been placed under
liquidation or has entered into bankruptcy proceedings. Trade receivables written off may still be subject to
enforcement activities under the Company’s recovery procedures, taking into account legal advice where
appropriate.

Movement in provision for impairment of receivables is as follows:

2018 2018

K K

Opening balance (14,567,883) (5,413,306)
Provision made during the year (28,130,461) (9,554,577)
Closing balance (43,098,344) (14,967,883)

The creation and release of the provision for impaired receivables has been included under “Operating expenses”
in the statement of comprehensive income. Amounts charged to the allowance are generally written off when
there is uncertainty of recovery and in compliance with IFRS requirements.

The ageing analysis of these trade receivables is as follows:

2019 2018

K K

Up to 3 months L 25,916,558 37,907,193
More than 3 months 69,473,813 6,502,118
95,390,371 44,409,311
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PMNG DATACO LIVHTED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2019

9.

10.

11.

a)

Trade Creditors

2019 2018
i K
Trade creditors 58,939,709 22,772,802

Trade creditors are non-Interest bearing and are normally settled on 30-day terms. Due to the short-term nature
of these balances, the fair valug approximates their carrying value,

Othar Craditors and Accruals

2019 2018

K K

Contract retainer 477,108 477,108
Accrued expenses 10,163,572 5,444,064
Accrued staff benefits 1,169,122 287,913
Fareign currency withholding tax 22,028 22,827
Salaries and wages tax 103,324 1,035,454
Others 18,371,374 11,243,412
30,306,528 15,110,788

a} Contract retainer fees of 10% are withheld from the contractor’s progressive billings. The 10% retention serves

as security from the contractorand it is later released upon satisfactory completien of the contract work. These
are non-interest bearing and are normally settled on a 30-day term upon completion of the relevant contracts

b} Accrued expenses are management’s estimate of operations and maintenance costs on the network assets

completed but not yet bllled.

Borrowings
2019 2018
K K
Currant 15,450,000 18,750,000
Non-current 738,979,943 -
754,469,943 18,750,000
Prior pariod adjustment — noncurrent - 261,089,504
754,469,943 279,839,504

Borrow!ing pertains to the purchase of Lae to Madang OPGW Network Lines frorn PNG Power at a cost of PGK32.0
Million and is non-interest bearing. The agreement was for the company to make 3 equal annual instalments
starting August 2015. However, the 3-installment payment plan was never honored resuiting in the halance
existing as at 31st December 2019 to be K15.49 Million after a total of K16.51 Million only was paid between 2015
and 2018.

The amount of K282.14 Million Is tha first drawdown of the loan balance from the Exim Bank of China by contractor
Huawei PNG Pty Limited after the commissioning of the completad cable network between Madang and Port
Moreshy known as the System 2 of the Kumul Submarine Cable Metwork, Tha full drawdown of the loan halanca
from Exim Bank is subject to the completion and commission of System 1 and System 3 of the Kumul Submarine
Cahte Network by the Contractor.

Exim Bank of China granted a USD229,188,215 loan facility to the Company at an applicable interest rate of 2%
per annum, for financing needs under a Commercial contract with a forgign supplier, The maturlty period for the
facility is 240 months, where tha grace period Is 60 manths and repayment are 180 months. Interest Is paid on
the principat amount drawn and outstanding undar the agreement on the basls of a 360-day year. K8.4 million of
the total facility was drawn in 2015 end additiondl drawdowns of K2.27 million and K7.56 milion were rnade in
2017 and 20186, respectively. The KCH facliities matured on 31 December 2018, The Company has not recewnd,ag
formal extension of the KCH facilities subsequent to year end, {44,

f-,',."‘g’
'u




PNG DATAZO LIMITED
NOTES TO THE FINANCIAL STATERMENTS [tontinued)
FOR THE YEAR ENDED 31 DECEMBER 2019

12,

13.

Share Capital
2019 2018
K K
Issaed and fully paid with K1, par value 259,376,184 222,284,126

Financial Risk Management

The Company has various financial asseis such as cash and receivables which arise directly from its operations. The
Company's principal financlal labilitles comprise trade creditors, accrued expensas and other current kabiiitles, The
main purpose of these financial liabilities is to raise working capital far the Company's operations,

122 Market Risk

Cashflow and Interest raie risk

The Company's Interest rate risks arise from long term borrowings and its related party payables, Borrowings and related
party payables obtained at variable rates expose the Company to cash flow and falr value interest rate risk, Long tarm
borrowings and related party payables are at a fixed rate of Interest. It Is not the Company’s policy to hedge cash flow
and Intarest rate risks. At 31 December 2019, the Company was nat expased to any cashflow and interest rate risk.

Farelgn exchange risk

Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign exchange rates.
The Company undertakes transactions denominated in foreign currencles fraom time to time and resulting fram these
activities, exposures in foreign currencies arisa,

Exposure
The exposwre to foreign currency risk at the end of the reporting period, expressed in original currency units, was as
follows:

2018 2018
usn AUD 15N AUD
Trade payahles 91,365 - 91,365 1,007,605
Borrowings 81,538,591 - - -

13.2  Credit Risk

Cradit risk is the risk that a counterparty will not meet its obligations under s financial instrument ar customer coniract,
leading to a financlal lass. The Company ls exprsed to eredit risk and from its financing activitias, including deposits with
banks and financla Institutions and other financlal nstruments, i is the Company’s policy that all customers who wish to
trade on credit terms are subject to credit verification procedures. In addition, raceivabie balances are manitored on an
ongeing basis with the result that the Company’s expasurea to bad debts Is not stgnificant. Detalls on the Recelvables and
other current assets to which the Company is exposad to cradit risk are noted in Note 7

133 Liquidity Risk

Liquidity risk is the risk that an entity will encounter difficulty In raising funds to meet commitnients assoclated with
financial assets and Habilities. Liquidity risk may result from a counterparty falling on repayment of a contractual
obligation or inability to generate cash inflows as anticipated, The Company moniters Its cash flow position and averall
llquidity position tn assessing lts exposure to liguidity risk, The Company tmalntalns a level of cash and cash equivalants
deemed sufficient to finance operations and to mitigate the affacts of fluctuation In cash flows.




PMG DATACO LIMITED

MOTES TO THE FINANCIAL STATEMENTS {continued)
FOR THE YEAR ENDED 31 DECENVBER 2019

13. Financlal Rislt Management {continued)

13.3  Liguidity Risk (continued)

Maturities of financicl ffabifities

Carrying tess than 1- Between 1- Beyond Tatal
Amaunt year and 5-years Syears {(

K K K K

2019
Trade creditors 58,939,709 58,939,709 - - 58,939,709
Other creditors and accruals 30,306,528 30,306,528 - - 30,306,528
Borrowings 754,469,943 15,480,000 - 738,979,943 754,469,943
843,716,180 104,736,237 - 282,140,455 843,716,180

2018
Trade treditors 22,772,802 22,772,802 - - 22,772,802
Other creditors and dccruals 19,110,788 19,110,788 - - 19,110,788
Borrowings 279,838,504 18,750,000 - 261,089,504 279,838,504
321,723,094 60,633,580 - 261,089,504 321,723,094

Maturity of financial Habilities reprasents contractual cash flows including interest.

13.4 Capital Management

The primary abjective of the Company's capital management is to ensure that it malntains a strong credit rating and
healthy capital ratios In order to support its business and maximize shareholder value.

13.5. Falr Value Measurement .

Financlal assets and llabllitles approximate their carrying amounts largely due to the short- term maturities of these
Instruments. There are fo materlal unrecognized financial assets and liabilitles as of 31 December 2019,

14.  Compensation of key management personnel

The members of key management personnel of the Company during the year were:

a, Paul Kombal Managing Director

h. Tony Morisause General Manager - Engineering Services
c. Une 0'Ome General Manager - Commercial

d. Daniel Leki General Manager - Corporate Sarvices
e, Madsmollay Ikosi Company Lawyer /Secretary

Key management parsonnel remuneration follows:

2012 2018
K K
Short-term benefits 2,158,852 2,158,852

The number of employess in 2019 Is 52 {2018: 45).




PNG DATACO LIMITED
WOTES TO THE FINANCIAL STATEMENTS [continued)
FOR THE YEAR ENDER 31 DECEMBER 2019 '

13,

a)

)

lL.eases

Right of use asset

Balance at 1 January
New lease arrangement

Depreciation charge for the year

Other costs necessary toa rmake asset ready and avallahle
Impairment charges

Balance at 31 December

Leasa Liability

Balance at 1 January
New lease arrangement

Interest expense
Rental Payment
Balance at 31 December

Lease liabiiitles Included in the statement of financial position

at 31 December

Cutrent
Nor-current ™

Maturity analysis -~ minimum lease payment
Not later than 1 year
Later than 1 year and not later than 5 years

Later than 5 years

Unexpired finance charges

Maturity analysts — present value of lease liabilities:
Not later than 1 year
Later than 1 year and not later than 5 years
Later than 5 years

Amounts recognised in profit or loss

Firance Cost
Depreclation Charge

Vartable and short-term lease payments not included in the

measurement of lease liabilities

2019
K

65,314,114
3,744,408

2018

70,058,522
{18,584,537)
1,356,779

52,830,764

69,159,557
3,744,408

72,903,965
8,100,996
(23,988,470)

57,016,491

14,598,480
42,418,011

57,016,491

20,756,552
49,509,138
3,110,469

73,376,199
{16,359,708)

57,016,491

14,598,480
39,747,070
2,670,941

57,016,491

8,100,996
(18,584,537}




PNG DATACO LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continuad)
FOR THE YEAR ENDED 31 DECEMBER 2018

19.

a)

b)

Subsequent Events

COVID-19

Subsequent to the balance date, the World Health Organization declared a pandemic in relation to the Novel Coronavirus
{COVID-19). The pandemic has resulted in economic uncertainty and financial market volatility both globally and locally.
To date there has been no significant impact on operations as a result of COVID-19, however a deterioration in the current
situation could have an adverse impact on the business, results of operations, financial position and cash flows in 2020,
and cannct be reasanably estimated at this time. The Company is assessing and closely monitoring emerging risks

Coral Sea Cahle

In November and December 2019, the Commonwealth of Australia represented by the Department of Foreign Affairs and
Trade (DFAT), the PNG Government represented by PNG DataCo Limited (DataCo) and the Soloman lslands Government
represented by Solomon Islands Submarine Cable Company Limited (SISCC) executed several agreaements which would
among other things:

i, Establish a special purpose vehicle called the Coral Sea Cable Company Pty Limited (SPV);

ii. Enable the transfer of title and ownership of the Coral Sea Cable System from DFAT to the SPV; and

iil. Novate existing arrangements for EPC and cable landing amang others from DFAT to the SPV.

The SPV was incorporated for the purpose of owning, operating and maintaining the Coral Sea Cable System (Project)
over its effective life and to make the Coral Sea Cable System available in the telecommunication markets in Papua New
Guinea and Salomon Istands.

In terms of shareholding in the SPV, DataCo and SISCC each have a 50% shareholding in the SPV and have full rights over
dividends and expenses. The Commonwealth has a “golden share” in this arrangement which provides veto rights over
certain aspects of the SPV except for rights on dividends or any expenses which have been left to DataCo and SISCC.

The Board of the SPV comprises three {3) Members, one (1) representative each from DFAT, DataCo and SISCC. Capital
expenditures on the Project are reflected in the balance sheet of the SPV. The DFAT has contributed two thirds of the cost
while the remaining one-third of the cost is being split between DataCo and SISCC.

The SPV will manage the operational and maintenance (O&M) costs on the Project which are shared by PNG and SI. The
SPV will grant certain capacity of IRU to the beneficiaries namely PNG and Solomon Islands, at a cost of $2 fixed price
exclusive of GST.

Despite the SPV being registered and shares being issued af a face value of $2.00 per share, it was not until January 2020
that the actual asset (i.e. Coral Sea Cable) was effectively transferred to the SPV. The reason for this is that the Assat
Transfer of the Coral Sea Cable from the Commonwealth to the SPV was subject to some conditions being met, the full
satisfaction on which would enable the effective legal transfer ta SPV.

Between December 2019 and January 2020, DataCo has disbursed its portion of the 0&M as prepayments ahead of the
actual works being conducted and billed. DataCo has also migrated its customers from APNG2 to CS2 since the end of
February 2020 as part of its monetization plan to maximize usage of the cable for the benefit of its customers and its
peaplain PNG.

The valuation of Coral Sea Cable once completed will significantly increase the asset balance in the balance sheet of the
company. The valuation will be recognized in 2020 financials.
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