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The Company is fully committed to the governance outcomes, principles and practices as set out in the King IV
Report Corporate Governance™ in South Africa 2016 (“King IV Report”).

King IV was implemented on a proportional basis and practices were scaled considering the extent and
complexity of the Company’s activities.

For the year under review the Board has satisfied itself that the Company has applied the principles of King IV
to the extent deemed necessary, or has put alternative measures in place.

Below is an explanation of the Company’s application of paragraph 5.7 (b) of the JSE Debt Listing
Requirements as at 31December 2018:

Board of directors

The board consists of:
- Independent non-executive directors (three)
- Executive director (one)

Principle 1: The governing body should lead ethically and effectively.

The Board is committed to the highest standards of corporate governance and in this regard the directors
collectively and individually execute their duties and responsibilities in accordance with standards of behaviour
required by relevant regulation and legislation, the Company’s Memorandum of Incorporation (MoI).

Principle 6: The governing body should serve as the focal point and custodian of corporate governance in the
organisation.

The Company’s Board of Directors (the “Board”) is the focal point of the Company’s corporate governance.
There is no Board Charter as the detailed MOI and provides and include guidance on the governance of the
entity and the duties and responsibilities of the Board.

Principle 7: The governing body should comprise the appropriate balance of knowledge, skills, experience,
diversity and independence for it to discharge its governance role and responsibilities objectively and
effectively.

Directors are appointed with due regard to relevant legislation, the constitution of the Company and the skills
and expertise and industry knowledge required to enable the board to function effectively.

Principle 4: The governing body should appreciate that the organisation's core purpose, its risks and
opportunities, strategy, business model, performance and sustainable development are all inseparable elements
of the value creation process.

The Board (i) approves the Company’s strategic objectives and business plans, (ii) and monitors management’s
implementation of the strategy and plans according to the approved risk appetite, the available opportunities,
and the macro and regulatory environment.

Principle 9: The governing body should ensure that the evaluation of its own performance and that of its
committees, its chair and its individual members, support continued improvement in its performance and
effectiveness.

The effectiveness of the Board and performance of individual directors and the Chairman will be assessed
during the 2019 financial year, against set criteria. This will be done once every two years.

Independent advice

A director or any member of a board committee may, if necessary, take independent professional advice at the
expense of the Company.
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Company secretary

All directors have access to the advice and services of the company secretary, who provides guidance to the
board as a whole and to individual directors with regard to how their responsibilities should be discharged in the
best interest of the Company.

Audit committee

The board has concluded that the audit committee has satisfied its responsibilities as per the approved terms of
reference.

Remuneration policy

The Company is a ring-fenced special purpose vehicle. All its services are outsourced to external service
providers and the Company has no employees. Therefore it is not necessary for the Board to appoint a CEO and
it is not necessary for the Company to have a remuneration committee.

The executive director of the Company is a full time employee of Absa Bank Limited and therefore earns no
directors' fees for their services as director.

The Company's directors' fees were paid to TMF Corporate Services (South Africa) Proprietary Limited for
director services provided to the company. The company had three directors who are employees of, and
remunerated by, TMF Corporate Services (South Africa) Proprietary Limited on a separate basis. Absa Group
Limited representative directors are not remunerated for their services by the Company, or any other company
in the group.

Risk management

Principle 11: The governing body should govern risk in a way that supports the organisation in setting and
achieving its strategic objectives.

The Company aligns with the Absa Group Limited Risk Policy. Absa Corporate Investment Banking ("CIB"), a
division of Absa Bank Limited administers the company and develops appropriate risk processes. CIB assists in
assessing and reporting risk matters to the board.

Fundamental and affected transactions

The Company does not conduct business with entities in which its directors have an interest. Directors are
requested to declare their directorships in other companies on a quarterly basis.

IT governance

Principle 12: The governing body should govern technology and information in a way that supports the
organisation setting and achieving its strategic objectives.

Information Technology governance is performed in alignment with the Absa Group Limited IT Policy.
Executive management is responsible for the day-to-day management of IT.

Compliance

Principle 13: The governing body should govern compliance with laws and adopted non-binding rules, codes
and standards in a way that supports the organisation being ethical and a good corporate citizen.

The company relies upon Absa Group Compliance to provide the function of a Compliance officer.

The administrator provides the function of a compliance officer. The administrator ensures that the entity
complies with rules and regulations.
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Reporting and assurance:

Principle 5: The governing body should ensure that reports issued by the organisation enable stakeholders to
make informed assessments of the organisation's performance and its short, medium and long-term prospects.

Principle 15: The governing body should ensure that assurance services and functions enable an effective
control environment, and that these support the integrity of information for internal decision-making and of the
organisation's external reports.

The Company’s primary report is the annual financial statements in which the Company’s business activities
and financial position is recorded.

The Board oversees the preparation of the annual financial statements and ensures that the state of affairs of the
Company and its financial wellbeing are fairly presented through application of appropriate assurance processes
supported by an effective control environment. The Audit Committee assists the board in overseeing assurance
services and the effectiveness of the control environment in order to ensure the objectivity and integrity of the
financial statements. The Board is ultimately responsible for the integrity of the report and approves the
financial statements.
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Company registration number 2012/114143/06
registration
Country of incorporation and
domicile

South Africa

Date of publication 29 April 2019

Nature of business and principal
activities

The activities of Commissioner Street No. 10 (RF) Limited (“the
Company”) are restricted by the Issuer Transaction Documents and
will be limited to the issue of Notes, the purchase of the Loan
Agreements, the exercise of related rights and powers and other
activities referred to in the Issuer Transaction Documents or
reasonably incidental to such activities.

Directors Name Appointment date Resignation date

Independent non-executive directors
R Thanthony 01 October 2012
B Korb 31 January 2017 01 December 2018
OA Ferreira (Alternate) 31 January 2017
O Shabangu 31 January 2017 01 December 2018
JN Wheeler 01 December 2018
ML De Nysschen 01 August 2018

Executive directors
JR Burnett 01 January 2017

Registered office 3rd Floor
200 on Main
Cnr Main Road and Bowwood Road
Claremont
7708

Postal address Postnet Suite 294
Private Bag X1005
Claremont
Newlands
7735

Holding company Commissioner Street Owner Trust (Trust)

Ultimate holding company Commissioner Street Owner Trust (Trust)
Absa Bank Limited holds 100% of the debt securities in issue and
hence has control of the Company in accordance with IFRS 10. The
Company is consolidated into Absa Bank Limited.
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Auditors Ernst & Young Inc.
102 Rivonia Road
Sandton
2146

KPMG Inc. has held office in accordance with Section 85(3) of the
Companies Act of South Africa for the financial year ended 31
December 2017. Ernst & Young Inc. has held office in accordance
with Section 85(3) of the Companies Act of South Africa for the
financial year ended 31 December 2018. Ernst & Young Inc. assumed
the role as independent auditor of the Company effective from 1 July
2018, which is the date Absa Group Limited (the ultimate holding
company) resigned KPMG as their auditors.

Supervised by These annual financial statements are prepared under the direction
and supervision of the Head of Asset Classes Product Control,
Corporate and Investment Banking, Absa Group Limited, Jan Luus,
CA(SA).

Company secretary Absa Secretarial Services Proprietary Limited

Review of financial results The financial results of the Company are set out in the attached
financial statements. The results do not, in the opinion of the
directors, require further explanation.

2018 2017
Key performance indicators R R

(Loss)/profit for the year (1 140 189) 273 480 
Total comprehensive (loss)/profit (1 140 189) 273 480 
Taxation 182 827  (106 353)
Dividends declared and paid -  - 

Net (liabilities)/assets (1 303 103) 273 580 
Net current (liabilities)/assets (771 291) 273 580 

Authorised and issued share capital There were no changes to the authorised or issued share capital for
the year under review. The share capital is disclosed in note 14.

Events after the reporting date Events material to the understanding of these annual financial
statements that occurred between the financial year end and the date
of this report have been disclosed in note 24.

Going concern The annual financial statements have been prepared on the basis of
accounting policies applicable to a going concern.

Special resolution No special resolutions were passed during the year.
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2018 2017
Notes R R

RevenueInvestment income 5 120 475 048  107 367 837 
Other operating income -  2 116 
Other expenses 7 (1 019 026) (505 447)
Finance costs 6 (120 126 083) (106 484 673)
Expected credit loss 7 (652 955) - 
(Loss)/profit before tax (1 323 016) 379 833 
Income tax 8 182 827  (106 353)
(Loss)/profit for the year (1 140 189) 273 480 

Total comprehensive (loss)/income for the year, net of tax (1 140 189) 273 480 



COMMISSIONER STREET NO.10 (RF) LIMITED
(Registration number: 2012/114143/06)
STATEMENT OF FINANCIAL POSITION
As at 31 December 2018

13

Restated
2018 2017

Notes R R

Assets

Non-current assets
Loans and advances 10 899 115 613  1 100 000 000 
Deferred tax assets 12 352 575  - 
Total non-current assets 899 468 188  1 100 000 000 

Current assets
Loans and advances 10 209 169 233  721 310 619 
Cash and cash equivalents 17 870 386  691 672 
Total current assets 210 039 619  722 002 291 

Total assets 1 109 507 807  1 822 002 291 

Equity and liabilities

Equity

Capital and reserves
Share capital 14 100  100 
(Accumulated loss)/retained income (1 303 203) 273 480 
Total equity (1 303 103) 273 580 

Liabilities

Non-current liabilities
Debt securities in issue 11 900 000 000  1 100 000 000 
Total non-current liabilities 900 000 000  1 100 000 000 

Current liabilities
Trade and other payables 13 366 878  99 750 
Debt securities in issue 11 209 485 153  720 870 071 
Related party payables 23 958 879  682 825 
Current tax liabilities -  76 065 
Total current liabilities 210 810 910  721 728 711 

Total liabilities 1 110 810 910  1 821 728 711 

Total equity and liabilities 1 109 507 807  1 822 002 291 

Further information on the restatements can be found in Notes 10 and 11.
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Share capital
Retained

income Total equity
R R R

Balance at 1 January 2017 100  -  100 
Total comprehensive income for the year -  273 480  273 480 
Balance at 31 December 2017 100  273 480  273 580 
Note 14

Balance at 1 January 2018 100  273 480  273 580 
Increase/(decrease) resulting from adopting of IFRS9 -  (436 494) (436 494)
Restated opening balance at 1 January 2018 100  (163 014) (162 914)
Total comprehensive loss for the year -  (1 140 189) (1 140 189)
Balance at 31 December 2018 100  (1 303 203) (1 303 103)
Note 14
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Cash Restated
2018 2017

Notes R R

Cash flows from operating activities

Cash (used in)/generated by operations 15 (475 844) 277 128 
Investment income 19 132 246 404  86 057 218 
Finance costs paid 18 (131 508 885) (85 614 602)
Other interest received 19 (2 116) 2 116 
Income taxes paid 16 (76 065) (30 288)
Net cash generated by operating activities 183 494  691 572 

Cash flows from investing activities

Payments to acquire financial assets -  1 800 000 000
Loans and advance settled (700 000 000) - 
Net cash generated by/(used in) investing activities (700 000 000) 1 800 000 000

Cash flows from financing activities

Proceeds from issue of debt instruments -  1 800 000 000
Debt instruments settled (700 000 000) - 
Net cash (used in)/generated by financing activities (700 000 000) 1 800 000 000

Net increase in cash and cash equivalents 183 494  691 572 

Cash and cash equivalents at the beginning of the year 691 672  100 
Cash and cash equivalents at the end of the year 17 875 166  691 672 

Investment income has been restated to show the amount received in cash rather than the amount accrued. This
resulted in a decrease in Investment income of R21 310 619 and a corresponding decrease in payments to
acquire Financial assets. A similar restatement decreased Finance costs paid and Proceeds from issue of debt
instruments by R20 870 071 in order to reflect the actual Finance costs paid rather than the accrual.
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1. STATEMENT OF COMPLIANCE

The annual financial statements have been prepared in accordance with International Financial
Reporting Standards (IFRS) and the interpretations issued by the International Financial Reporting
Interpretations Committee of the IASB (IFRS-IC) and the requirements of the Companies Act of
South Africa, as amended.

2. SIGNIFICANT ACCOUNTING POLICIES

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

2.1 ADOPTION OF NEW AND REVISED ACCOUNTING STANDARDS

During the current year, the Company has adopted all of the new and revised standards and
interpretations issued by the IASB and the IFRIC that are relevant to its operations and effective for
annual reporting periods beginning on 1 January 2018. For details of the new and revised accounting
policies refer to note 27.

2.2 BASIS OF PREPARATION

The financial statements have been prepared on the historical cost basis. The principal accounting
policies are set out below.

The annual financial statements have been prepared on the basis of accounting policies applicable to
a going concern.

The financial statements are presented in South African Rands (R), the presentation currency of the
Company.

2.3 REVENUE RECOGNITION

INVESTMENT INCOME

Interest income and expense are recognised in profit or loss using the effective interest method. The
effective interest rate is the rate that exactly discounts estimated future cash flows through the
expected life of the financial instrument to that instrument's net carrying amount on initial
recognition.

The Company also presents as part of investment income, albeit separate from effective interest
income and effective interest expense, other interest income and other interest charges, which are not
calculated on the effective interest method.

2.4 TAXATION

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

CURRENT TAXATION

Income tax payable on taxable profits ("current taxation") is recognised as an expense in the reporting
period in which the profits arise. Income tax recoverable on tax allowable losses is recognised as a
current tax asset only to the extent that it is regarded as recoverable by offset against taxable profits
arising in the current or prior reporting period. Current tax is measured using tax rates and tax laws
that have been enacted or substantively enacted at the reporting date.
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2. SIGNIFICANT ACCOUNTING POLICIES (continued)

2.4 TAXATION (continued)

DEFERRED TAXATION

Deferred tax is provided in full, using the liability method, on temporary differences arising from the
differences between the tax bases of assets and liabilities and their carrying amounts in the financial
statements. Deferred tax is determined using tax rates and legislation enacted or substantively enacted
by the reporting date, which are expected to apply when the deferred tax asset is realised or the
deferred tax liability is settled. Deferred tax assets and liabilities are only offset when there is both a
legal right to set-off and an intention to settle on a net basis.

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

CURRENT AND DEFERRED TAX

Current and deferred tax are recognised in profit or loss, except when they relate to items that are
recognised in other comprehensive income or directly in equity, in which case, the current and
deferred tax are also recognised in other comprehensive income or directly in equity respectively.
Where current tax or deferred tax arises from the initial accounting for a business combination, the
tax effect is included in the accounting for the business combination.

2.5 FINANCIAL INSTRUMENTS

IFRS 9 Financial Instruments (IFRS 9) has been adopted by the Company on 1 January 2018, and
replaces IAS 39 Financial Instruments: Recognition and Measurement (IAS 39). As permitted under
IFRS 9, the Company has elected not to restate comparative periods on the basis that it is not possible
to do so without the application of hindsight. The comparative financial information for the 2017
reporting period has therefore been prepared under the framework for financial instrument accounting
within IAS 39. The following section sets out the accounting policies that were applied in the 2017
reporting period (2017), together with those that are applied under IFRS 9 (2018). Significant
changes have been made to certain accounting policies, owing to the revised classification and
measurement framework for financial instruments, as well as changes in the impairment scope and
methodology. Where there have been changes in accounting policies, those applied in 2017 have been
clearly distinguished from the current reporting period.

INITIAL RECOGNITION OF FINANCIAL ASSETS AND FINANCIAL LIABILITIES

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are
directly attributable to the acquisition or issue of financial assets and financial liabilities (other than
financial assets and financial liabilities at fair value through profit or loss) are capitalised to the initial
carrying amount of the financial asset/liability, as appropriate on initial recognition. Transaction costs
directly attributable to the acquisition of financial assets or financial liabilities at fair value through
profit or loss are recognised immediately in profit or loss.

The Company recognises financial assets and liabilities when it becomes a party to the terms of the
contract, which is the trade date or the settlement date.

On initial recognition, it is presumed that the transaction price is the fair value unless there is
observable information available in an active market to the contrary. The best evidence of an
instrument's fair value on initial recognition is typically the transaction price. However, if fair value
can be evidenced by comparison with other observable current market transactions in the same
instrument, or is based on a valuation technique whose inputs include only data from observable
markets then the instrument should be recognised at the fair value derived from such observable
market data.
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2. SIGNIFICANT ACCOUNTING POLICIES (continued)

2.5 FINANCIAL INSTRUMENTS (continued)

INITIAL RECOGNITION OF FINANCIAL ASSETS AND FINANCIAL LIABILITIES
(continued)

For valuations that have made use of significant unobservable inputs, the difference between the
model valuation and the initial transaction price (Day One profit) is recognised in profit or loss either
on a straight-line basis over the term of the transaction, or over the reporting period until all model
inputs will become observable where appropriate, or released in full when previously unobservable
inputs become observable.

CLASSIFICATION AND MEASUREMENT OF FINANCIAL INSTRUMENTS (2018)

On initial recognition, the Company classifies its financial assets into the following measurement
categories:
• Amortised cost;
• Fair value through other comprehensive income; or
• Fair value through profit or loss;

The classification and subsequent measurement of financial assets depends on:
• The business model within which the financial assets are managed; and
• The contractual cash flow characteristics of the asset (that is, whether the cash flows
represent solely payments of principal and interest).

Business model assessment:

The business model reflects how the Company manages the financial assets in order to generate cash
flows and returns. The Company makes an assessment of the objective of a business model in which
a financial asset is held at a portfolio level because this best reflects the way the business is managed
and information is provided to management. The factors considered in determining the business
model include (i) how the financial assets' performance is evaluated and reported to management, (ii)
how the risks within the portfolio are assessed and managed and (iii) the frequency, volume, timing
for past sales,  sales expectations in future periods, and the reasons for such sales. The Company
reclassifies debt instruments when, and only when, the business model for managing those assets
changes. Such changes are highly unlikely and therefore expected to be very infrequent.

Assessment of whether contractual cash flows are solely payments of principal and interest (SPPI):

In making the assessment of whether the contractual cash flows have SPPI characteristics, the
Company considers whether the cash flows are consistent with a basic lending arrangement. That is,
the contractual cash flows recovered must represent solely the payment of principal and interest.
Principal is the fair value of the financial asset on initial recognition. Interest typically includes only
consideration for the time value of money and credit risk but may also include consideration for other
basic lending risks and costs, such as liquidity risk and administrative costs, together with a profit
margin. Where the contractual terms include exposure to risk or volatility that is inconsistent with a
basic lending arrangement, the cash flows would not be considered to be SPPI and the assets would
be mandatorily measured at fair value through profit or loss, as described below. In making the
assessment, the Company considers, inter alia, contingent events that would change the amount and
timing of cash flows, prepayment and extension terms, leverage features, terms that limit the
Company's claim to cash flows from specified assets (e.g. non-recourse asset arrangements), and
features that modify consideration of the time value of money (e.g. tenor mismatch). Contractual cash
flows are assessed against the SPPI test in the currency in which the financial asset is denominated.
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2. SIGNIFICANT ACCOUNTING POLICIES (continued)

2.5 FINANCIAL INSTRUMENTS (continued)

CLASSIFICATION AND MEASUREMENT OF FINANCIAL INSTRUMENTS (2018)
(continued)

Debt Instruments:

Debt instruments are those instruments that meet the definition of a financial liability from the
issuer's perspective, such as loans and government and corporate bonds. The Company classifies its
debt instruments as follows:

• Amortised cost - Financial assets are classified within this measurement category if they are
held within a portfolio whose primary objective is the collection of contractual cash flows, where the
contractual cash flows on the instrument are SPPI, and that are not designated at fair value through
profit or loss. These financial assets are subsequently measured at amortised cost where interest is
recognised as effective interest within investment income using the effective interest rate method.
The carrying amount is adjusted by the cumulative expected credit losses recognised.

Financial Liabilities

Most financial liabilities are held at amortised cost. That is, the initial fair value (which is normally
the amount borrowed) is adjusted for premiums, discounts, repayments and the amortisation of
coupon, fees and expenses to represent the effective interest rate of the liability. Most financial
liabilities are held at amortised cost, in accordance with the effective interest rate method.

Financial liabilities classified as held for trading are subsequently measured at fair value through
profit or loss, with changes in fair value being recognised in profit or loss.

A financial liability may be designated at fair value through profit or loss if (i) measuring the
instrument at fair value eliminates or significantly reduces a measurement or recognition
inconsistency that would otherwise arise from measuring assets or liabilities or recognising the gains
and losses on them on different bases; or (ii) if the instrument belongs to a group of financial assets or
financial liabilities that are managed on a fair value basis, in accordance with a documented risk
management or investment strategy. Own credit gains or losses arising from the valuation of financial
liabilities designated at fair value through profit or loss are recognised in other comprehensive
income and are not subsequently recognised in profit or loss.

EXPECTED CREDIT LOSSES ON FINANCIAL ASSETS (2018)

The Company uses a mixed approach to impairment where parameters are modelled at an individual
financial instrument level or on a portfolio basis when they are only evident at this higher level. A
collective approach will only be carried out when financial instruments share similar risk
characteristics, which could include factors such as instrument type, collateral type, industry,
geography and credit risk ratings.

The Company recognises expected credit losses based on unbiased forward-
looking information. Expected credit losses are recognised on:
• financial assets at amortised cost
• lease receivables
• debt instruments at fair value through other comprehensive income
• loan commitments not measured at fair value
• financial guarantee contracts not measured at fair value
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2. SIGNIFICANT ACCOUNTING POLICIES (continued)

2.5 FINANCIAL INSTRUMENTS (continued)

EXPECTED CREDIT LOSSES ON FINANCIAL ASSETS (2018) (continued)

Impairment is recognised based on a three-stage approach:
Stage 1: Exposures where there has not been a significant increase in credit risk since

origination. For these exposures an expected credit loss is recognised based on the
credit losses expected to result from default events that are possible within 12
months of the reporting date. Interest income is calculated based on the gross
carrying value of these instruments.

Stage 2: Exposures for which the credit risk has increased significantly since initial
recognition. For these exposures lifetime expected credit losses should be
recognised (i.e. credit losses from default events that are possible over the life of
the instrument). The Company will assess whether a significant increase in credit
risk has occurred based on (i) qualitative drivers including being marked as high
risk or reflected on management’s watch list; and (ii) quantitative drivers such as
the change in the asset’s cumulative weighted average lifetime probability of
default (PD). Any exposure that is more than 30 days past due will also be included
in this stage. Interest income is calculated based on the gross carrying value of
these instruments.

Stage 3: Exposures which are credit impaired. For these exposures, expected credit losses
are based on lifetime losses. Assets are considered to be credit impaired when they
meet the regulatory definition of default which includes unlikeliness to pay
indicators as well as any assets that are more than 90 days past due. Interest income
is calculated based on the carrying value net of the loss allowance.

Lifetime expected credit losses will no longer be recognised when there is evidence that the criteria
are no longer met. This could include a history of timely payment performance. The low credit risk
exemption in IFRS 9 has not been adopted by the Company.

The measurement of expected credit losses must reflect:
- an unbiased and probability-weighted amount that is determined by evaluating a range of
possible outcomes;
- the time value of money (represented by the effective interest rate); and
- reasonable and supportable information that is available without undue cost or effort at the
reporting date about past events, current conditions and forecasts of future economic conditions.

Expected credit losses comprise the unbiased probability weighted credit losses determined by
evaluating a range of possible outcomes and considering future economic conditions. Expected credit
losses are calculated (for both 12 months and lifetime losses) as a function of the exposure at default
(EAD); PD and loss given default (LGD). These terms are interpreted as follows per the requirements
of IFRS 9:
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2. SIGNIFICANT ACCOUNTING POLICIES (continued)

2.5 FINANCIAL INSTRUMENTS (continued)

EXPECTED CREDIT LOSSES ON FINANCIAL ASSETS (2018) (continued)

- EAD is the estimated amount at risk in the event of a default (before any recoveries)
including behavioural expectation of limit usage by customers in the various stages of credit risk.
- PD is the probability of default at a particular point in time, which may be calculated, based
on the defaults that are possible to occur within the next 12 months; or over the remaining life;
depending on the stage allocation of the exposure.
- LGD is the difference between the contractual cash flows due and the cash flows expected to
be received, discounted to the reporting date at the effective interest rate. The expectation of cash
flows take into account cash flows from the sale of collateral held or other credit enhancements that
are integral to the contractual terms. The estimate reflects the amount and timing of cash flows
expected from the enforcement of collateral less the costs of obtaining and selling the collateral. The
collection of any cash flows expected beyond the contractual maturity of the contract is also included.

Lifetime of financial instruments
For exposures in stage 2 and stage 3, the maximum lifetime over which expected credit losses should
be measured, is the maximum contractual period over which the Company is exposed to credit risk.
The Company estimates cash flows by considering all contractual terms of the financial instrument
(for example, prepayment, extension, call and similar options) through the expected life of that
financial instrument. In rare cases when it is not possible to reliably estimate the expected life of a
financial instrument, the Company use the remaining contractual term of the financial instrument.

Forward looking information
Forward-looking information is factored into the measurement of expected losses through the use of
multiple expected macro-economic scenarios that are either reflected in estimates of PD and LGD for
material portfolios; or adjusted through expert credit judgement where the effects could not be
statistically modelled.

Write -off
Loans and debt securities are written off when there is no realistic prospect of recovery.
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2. SIGNIFICANT ACCOUNTING POLICIES (continued)

2.5 FINANCIAL INSTRUMENTS (continued)

CLASSIFICATION AND MEASUREMENT OF FINANCIAL INSTRUMENTS (2017)

FINANCIAL ASSETS AND FINANCIAL LIABILITIES

The classification depends on the nature and purpose of the financial assets and is determined at the
time of initial recognition. All regular way purchases or sales of financial assets are recognised and
derecognised on a trade or settlement date basis. Regular way purchases or sales are purchases or
sales of financial assets that require delivery of assets within the time frame established by regulation
or convention in the marketplace.

Financial liabilities are either measured at amortised cost or classified as at fair value through profit
or loss, which may occur when the financial liability is either held for trading or it is designated as at
fair value through profit or loss.

LOANS AND RECEIVABLES

Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market. 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.

FINANCIAL LIABILITIES

Most financial liabilities are held at amortised cost. That is, the initial fair value (which is normally
the amount borrowed) is adjusted for premiums, discounts, repayments and the amortisation of
coupon, fees and expenses to represent the effective interest rate of the liability.

IMPAIRMENT OF FINANCIAL ASSETS (2017)

Amortised cost instruments

Impairment on financial assets measured at amortised cost is recognised in accordance with IAS 39,
the Company assesses at each reporting date whether there is objective evidence that financial assets
at amortised cost will not be recovered in full and, wherever necessary, recognises an impairment loss
in profit or loss. An impairment loss is recognised if there is objective evidence of impairment as a
result of events that have occurred and these have adversely impacted the estimated future cash flows
from the assets.

Objective evidence of impairment could include:
• significant financial difficulty of the issuer or counterparty; or
• breach of contract, such as a default or delinquency in interest or principal payments; or
• it becoming probable that the borrower will enter bankruptcy or financial re-organisation; or
• the disappearance of an active market for that financial asset because of financial difficulties.

For financial assets carried at amortised cost, the amount of the impairment loss recognised is the
difference between the asset's carrying amount and the present value of estimated future cash flows,
discounted at the financial asset's original effective interest rate.
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2. SIGNIFICANT ACCOUNTING POLICIES (continued)

2.5 FINANCIAL INSTRUMENTS (continued)

CLASSIFICATION AND MEASUREMENT OF FINANCIAL INSTRUMENTS (2017)
(continued)

FINANCIAL ASSETS AND FINANCIAL LIABILITIES (continued)

IMPAIRMENT OF FINANCIAL ASSETS (2017) (continued)

For financial assets carried at cost, the amount of the impairment loss is measured as the difference
between the asset's carrying amount and the present value of the estimated future cash flows
discounted at the current market rate of return for a similar financial asset. Such impairment loss will
not be reversed in subsequent periods.

For financial assets measured at amortised cost, if, in a subsequent period, the amount of the
impairment loss decreases and the decrease can be related objectively to an event occurring after the
impairment was recognised, the previously recognised impairment loss is reversed through profit or
loss to the extent that the carrying amount of the financial asset, at the date the impairment is
reversed, does not exceed what the amortised cost would have been had the impairment not been
recognised.

Following impairment, interest income continues to be recognised at the original effective interest
rate on the restated carrying amount, representing the unwind of the discount of the expected cash
flows, including the principal due on non-accrual loans.

Uncollectable loans are written off against the related allowance for loan impairment on completion
of the Company's internal processes and all recoverable amounts have been collected. Subsequent
recoveries of amounts previously written off are credited to profit or loss.

DERECOGNITION OF FINANCIAL INSTRUMENTS

Derecognition of financial assets

Full derecognition only occurs when the rights to receive cash flows from the asset have been
discharged, cancelled or have expired, or the Company transfers both its contractual right to receive
cash flows from the financial assets (or retains the contractual rights to receive the cash flows, but
assumes a contractual obligation to pay the cash flows to another party without material delay or
reinvestment) and substantially all the risks and rewards of ownership, including credit risk,
prepayment risk and interest rate risk. When an asset is transferred, in some circumstances, the
Company may retain an interest in it (continuing involvement) requiring the Company to repurchase
it in certain circumstances for other than its fair value on that date.

Derecognition of financial liabilities

A financial liability is derecognised when the obligation under the liability is discharged, cancelled or
expires. Where an existing financial liability is replaced by another from the same party on
substantially different terms, or the terms of an existing liability are substantially modified (taking
into account both quantitative and qualitative factors), such an exchange or modification is treated as
a derecognition of the original liability and the recognition of a new liability, and the difference in the
respective carrying amounts is recognised in profit or loss. Where the terms of an existing liability are
not substantially modified, the liability is not derecognised. Costs incurred on such transactions are
treated as an adjustment to the carrying amount of the liability and are amortised over the remaining
term of the modified liability.
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2. SIGNIFICANT ACCOUNTING POLICIES (continued)

2.5 FINANCIAL INSTRUMENTS (continued)

DERECOGNITION OF FINANCIAL INSTRUMENTS (continued)

On derecognition of a financial instrument, any difference between the carrying amount thereof and
the consideration received is recognised in profit or loss.

2.5.1 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.

ORDINARY SHARE CAPITAL

Proceeds are included in equity, net of transaction costs. Dividends and other returns to equity
holders are recognised when declared by the board.

2.5.2 OFFSETTING

In accordance with IAS 32 Financial Instruments: Presentation, the Company reports financial assets
and financial liabilities on a net basis on the statement of financial position only if there is a current
legally enforceable right to set off the recognised amounts and there is intention to settle on a net
basis, or to realise the asset and settle the liability simultaneously.

2.6 CASH AND CASH EQUIVALENTS

For the purposes of the statement of cash flows, cash comprises cash on hand and demand deposits,
and cash equivalents comprise highly liquid investments that are convertible into cash with an
insignificant risk of changes in value with original maturities of three months or less.
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Notes
3. JUDGEMENTS AND ESTIMATES

In the preparation of the annual financial statements, management is required to make judgements,
estimates and assumptions that affect reported income, expenses, assets, liabilities and disclosure of
contingent assets and liabilities.  Use of available information and the application of judgement is
inherent in the formation of estimates.  Actual results in the future could differ from these estimates,
which may be material to the financial statements within the next financial period.

Notes
The best evidence of fair value is a quoted price in an actively traded market. In the event that the
market for a financial instrument is not active, a valuation technique is used. The majority of
valuation techniques employ only observable market data, and so the reliability of the fair value
measurement is high. However, certain financial instruments are valued on the basis of valuation
techniques that feature one or more significant market inputs that are unobservable. Valuation
techniques that rely to a greater extent on unobservable inputs require a higher level of management
judgement to calculate a fair value than those based wholly on observable inputs.

Valuation techniques used to calculate fair values include comparisons with similar financial
instruments for which market observable prices exist, discounted cash flow analysis, option pricing
models and other valuation techniques commonly used by market participants. Valuation techniques
incorporate assumptions that other market participants would use in their valuations, including
assumptions about interest rate yield curves, exchange rates, volatilities, and prepayment and default
rates. When valuing instruments by reference to comparable instruments, management takes into
account the maturity, structure and rating of the instrument with which the position held is being
compared.

The main assumptions and estimates which management considers when applying a model with
valuation techniques are:

• The likelihood and expected timing of future cash flows on the instruments. These cash flows are
usually governed by terms of the instrument, although management judgement may be required when
the ability of the counterparty to services the instrument in accordance with the contractual terms in
doubt. Future cash flows may be sensitive to change in market rates.

• Selecting an appropriate discount rate for the instrument. Management bases the determination of
this rate on its assessment of what a market participant would regard as the appropriate spread of the
rates for the instrument over the appropriate risk-free rate.

• Judgement to determine what model to use to calculate fair value in areas where the choice of
valuation model particularly subjective, for example, when valuing complex derivative products.

When applying a model with unobservable inputs, estimates are made to reflect uncertainties in fair
value resulting from a lack of market data inputs, for example, as a result of illiquidity in the market.
For these instruments, the fair value measurement is less reliable. Inputs into valuations based on
unobservable data are inherently uncertain because there is little or no current market data available
from which to determine the level at which an arm’s length transaction would occur under normal
business condition. However, in most cases there is some market data available on which to base a
determination of fair value, for example historical data, and the fair values of most financial
instruments will be based on some market observable inputs even where the unobservable inputs are
significant.

Expected credits losses must be recognised at each reporting date to reflect changes in the credit risk
of financial assets. The approach applied is forward-looking and requires the company to base its
measurement of expected credit losses on reasonable and supportable information that includes
historical, current and forecast information.

Management’s judgement is applied in model assumptions estimating future probability of default,
exposure at default and loss given default at various stages of impairment.
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4 IFRS 9 TRANSITION NOTE

4.1 CLASSIFICATION AND MEASUREMENT OF FINANCIAL ASSETS

The following table shows the original classification in accordance with IAS39 and the new
measurement categories under IFRS9 together with the impact of changes in measurement, for
Company’s financial assets as at 1 January 2018.

IAS 39
carrying

amount as at
31 December

2017

Re-
measurement -

due to
adoption of

IFRS 9
impairment

model

IFRS 9
carrying

amount as at 1
January 2018

IFRS 9
measurement

categories

Amortised cost
R R R R

Financial Assets - IAS 39 classification

Loans and receivables 1 821 310 619  (606 242) 1 820 704 377  1 820 704 377 
1 821 310 619  (606 242) 1 820 704 377  1 820 704 377 

4.2 RECONCILIATION OF LOSS ALLOWANCES

The following table reconciles the impairment allowance as at 31 December 2017 to the opening
expected credit loss allowance, as at 1 January 2018 determined in accordance with IFRS 9.

Re-
measurement

of loss
allowance

Expected
credit losses as

at 1 January
2018

R R

IAS 39 measurement categories
Loans and receivables 606 242  606 242 
Total On statement of financial position 606 242  606 242 

2018 2017
R R

5. INVESTMENT INCOME

Interest income
Interest income - loans and advances 120 475 048  107 367 837 

120 475 048  107 367 837 

6. FINANCE COSTS

Interest expense
Interest on notes issued 120 123 967  106 484 673 
Other interest expense 2 116  - 

120 126 083  106 484 673 

2018 2017
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R R

7. (LOSS)/PROFIT FOR THE YEAR

(Loss)/profit for the year is stated after taking account of the following items:

7.1 Expected credit losses

Financial assets

Impairment loss recognised on cash and cash equivalents
Stage 1 4 780  - 

4 780  - 

Impairment loss recognised on loans and advances
Stage1 648 175  - 

648 175  - 

Total expected credit loss on financial assets 652 955  - 

7.2 Auditors remuneration

Audit fees 150 000  - 
150 000  - 

7.3 Directors remuneration

Directors fees 146 344  99 750 
146 344  99 750 

7.4 Other

Other professional services 12 483  - 
Administration fees and expenses 356 297  252 893 
Strate fees 16 050  2 131 
JSE fees 24 150  150 673 
Credit rating agency fees 276 115  - 
Bank charges 26 376  - 
Custody fees 11 211  - 

722 682  405 697 

8 INCOME TAXES

8.1 INCOME TAX RECOGNISED IN PROFIT OR LOSS

Current tax
Normal tax - current year -  (106 353) 

-  (106 353) 

Deferred tax
Deferred tax recognised in the current year 182 827  - 

182 827  - 
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2018 2017
R R

8 INCOME TAXES (continued)

8.1 INCOME TAX RECOGNISED IN PROFIT OR LOSS (continued)

Total income tax recognised in the current year 182 827 (106 353)

Reconciliation between operating profit and tax expense
Loss/(profit) before tax for the year 1 323 016  (379 833)
Income tax expense calculated at 28% (2017: 28%) 370 444  (106 353)
Assessed loss not recognised (187 617) - 
Income tax expense recognised in profit or loss 182 827  (106 353)

As at 31 December 2018 the Company has an estimated tax loss amounting to R 670 061 (2017: R 0).
No deferred tax asset has been recognised in the current and prior year for the estimated assessed
losses available.

Balances at the
beginning of

the reporting
period

Expected
credit losses

allocation Total
R R R

9. CREDIT RISK RECONCILIATION - EXPECTED CREDIT LOSS ALLOWANCE

2018

Cash and cash equivalent
Stage 1 -  4 780  4 780 
Total expected credit losses -  4 780  4 780 

Loans and Advances
Stage 1 606 242  648 175  1 254 417 
Total expected credit losses 606 242  648 175  1 254 417 
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2018 2017
R R

10. LOANS AND ADVANCES

Loans and advances 1 109 539 263  1 821 310 619 
Expected credit losses (1 254 417) - 
Total carrying amount of loans and advances 1 108 284 846  1 821 310 619 

Maturity of loans and advances
Current 209 169 233  721 310 619 
Non-current 899 115 613  1 100 000 000 

1 108 284 846  1 821 310 619 

Loans and advances consists of loans with the face values and related interest at floating rates
referencing 3 month Jibar.

The average interest rate for the unlisted bonds and loans during the current reporting was 8.76%
(2017: 9.09%).

During 2017, loans and advances that were due to be settled within the next 12 months of
R700 000 000 were classified as non-current loans and advances. These amounts have been restated
to give a true and fair reflection.

11. DEBT SECURITIES IN ISSUE

Non-current liabilities

Notes issued 900 000 000  1 100 000 000 
900 000 000  1 100 000 000 

Current liabilities

Notes issued 209 485 153  720 870 071 
209 485 153  720 870 071 

TERMS AND CONDITIONS OF OUTSTANDING LOANS LISTED AT FACE VALUE
WERE AS FOLLOWS:

Loan details
Interest

rate Maturity
2018 2017

R R

CS001 - zaAA 9.00 03/04/2018 -  500 000 000 
CS002 - zaAA 8.75 11/12/2020 400 000 000  600 000 000 
CS003 -zaAA 8.76 10/08/2021 700 000 000  700 000 000 

1 100 000 000  1 800 000 000 

CS002 makes quarterly capital repayment of R 50 million.

2018 2017
Maturity of loans and advances R R

Non-current 900 000 000  1 100 000 000 
Current 200 000 000  700 000 000 

1 100 000 000  1 800 000 000 
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11. DEBT SECURITIES IN ISSUE (continued)

During 2017, debt securities in issue that were due to be settled within the next 12 months of
R 700 000 000 were classified as non-current debt securities in issue. These amounts have been
restated to give a true and fair reflection.

Summary of debt securities in issue

The Company issued various float rate floating notes which are listed on the Johannesburg Stock
Exchange (JSE) to investors. The notes constitute direct, secured, limited recourse obligations of the
Company.

The notes were rated by GCR Ratings and they are a financial liability to pay cash and are accounted
for at amortised cost.

In terms of the Security SPV guarantee, Commissioner Street Security SPV holds and can realise
security for the benefits of the noteholders in the event of a default. In brief, the security consists of
the Company's rights, title and interests in and to the bank accounts and permitted investments, the
collateral and all other benefits and rights flowing from the aforementioned rights and interests. The
default event that drives the guarantee is the Company defaulting on their notes and not the
underlying borrowers defaulting on their loans.

2018 2017
R R

12. DEFERRED TAX

Deferred tax balances

The net deferred tax asset at the end of the year is as follows:
Deferred tax assets 352 575  - 

Deferred tax assets and liabilities are attributable to the following:

Balance at 1
January

Recognised in
profit or loss

Recognised
directly in

equity on 1
Jan 2018

Balance at 31
December

R R R R

2018

Expected credit losses -  182 827  169 748  352 575 
-  182 827  169 748  352 575 

2018 2017
R R

13. TRADE AND OTHER PAYABLES

Directors fees 44 655  99 750 
Administration fees and expenses 172 223  - 
Audit fees 150 000  - 

366 878  99 750 
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2018 2017
R R

14. SHARE CAPITAL

Authorised share capital

1 000 (2017: 1 000) ordinary shares of R1 per share. 1 000  1 000 

Issued share capital

100 (2017: 100) ordinary shares of R1 per share. 100  100 
100  100 

Unissued shares
The unissued shares are under the control of the directors as at the reporting date, in terms of a
general authority to allot and issue them on such terms and conditions and at such times as they deem
fit. This authority expires at the forthcoming annual general meeting of the Company.

Shares issued during the current reporting period
There were no shares issued during the current reporting period.

Shares issued during the prior reporting period
All shares issued by the Company were paid in full.

15. CASH (USED IN)/GENERATED BY OPERATIONS

(Loss)/profit before tax for the year (1 323 016) 379 833 

Adjustments for:
Finance costs 120 126 083  106 484 673 
Investment income (120 475 048) (107 367 837)
Other operating income -  (2 116)
Expected credit losses/Impairments (see note 7) 652 955  - 
Cash used in operations before working capital changes (1 019 026) (505 447)

Changes in working capital
Increase in trade and other payables 276 054  682 825 
Increase in related party payables 267 128  99 750 
Total changes in working capital 543 182  782 575 

Cash (used in)/generated by operations (475 844) 277 128 

16. TAXATION PAID

Tax payable at the beginning of the year (76 065) - 
Current tax expense -  (106 353)
Tax payable at the end of the year -  76 065 

(76 065) (30 288)

17. CASH AND CASH EQUIVALENTS

Cash and bank balances 875 166  691 672 
Gross Cash and cash equivalents 875 166  691 672 
Expected credit losses (4 780) - 
Carrying amount of cash and cash equivalents 870 386  691 672 
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2018 2017
R R

18. FINANCE COSTS PAID

Interest on notes issued (131 508 885) (85 614 602)
(131 508 885) (85 614 602)

19. FINANCE INCOME RECEIVED

Other operating income (2 116)  2 116 
Investment income 132 246 404  86 057 218 

132 244 288  86 059 334 

Amortised
Cost - Debt

instruments

Amortised cost
financial
liabilities

Total Assets
and Liabilities

R R R

20. FINANCIAL INSTRUMENTS

20.1. CATEGORIES OF FINANCIAL INSTRUMENTS

Assets as per Statement of Financial Position - 2018
Loans and advances 1 108 284 846  -  1 108 284 846 
Cash and cash equivalents 870 386  -  870 386 
Total 1 109 155 232  -  1 109 155 232 

Liabilities as per Statement of Financial Position - 2018
Debt securities in issue -  1 109 485 153  1 109 485 153 
Related party payables -  958 879  958 879 
Trade and other payables -  366 878  366 878 
Total -  1 110 810 910  1 110 810 910 

Loans and
receivables

Financial
liabilities

carried at
amortised cost Total

R R R

Assets as per Statement of Financial Position - 2017

Loans and advances 1 821 310 619  -  1 821 310 619 
Cash and cash equivalents 691 672  -  691 672 
Total 1 822 002 291  -  1 822 002 291 

Liabilities as per Statement of Financial Position - 2017

Debt securities in issue -  1 820 870 071  1 820 870 071 
Related party payables -  682 825  682 825 
Trade and other payables -  99 750  99 750 
Total -  1 821 652 646  1 821 652 646 
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21. RISK MANAGEMENT

21.1 CAPITAL RISK MANAGEMENT

The Company's objectives when managing capital are to safeguard the Company's ability to continue
as a going concern in order to provide returns for shareholders and benefits for other stakeholders and
to maintain an optimal capital structure to reduce the cost of capital. There are no externally imposed
capital requirements on the Company.

Capital consists of Share capital as set out in note 14 and going concern in note 25.

21.2 FINANCIAL RISK MANAGEMENT OBJECTIVES

The Company's financial instruments consist mainly of Loans and advances, cash and cash
equivalents, trade and other payables, related party payables and debt securities in issue. Exposure to
interest, credit and liquidity risks arise in the normal course of business.

The Company’s business involves taking on risks in a targeted manner and managing them
professionally. The core functions of the Company’s risk management are to identify all key risks for
the Company, measure these risks, manage the risk positions and determine capital allocations. The
Company regularly reviews its risk management policies and systems to reflect changes in markets,
products and best market practice.

The Company’s aim is to achieve an appropriate balance between risk and return and minimise
potential adverse effects on the Company’s financial performance. The Company defines risk as the
possibility of losses or profits foregone, which may be caused by internal or external factors.

The risks arising from financial instruments to which the Company is exposed are financial risks,
which include credit risk, liquidity risk, and interest rate risk.

21.3 INTEREST RATE RISK

The Company is exposed to interest rate risk because entities in the Company borrow funds at
floating interest rates.

The Company's exposure to interest rates on financial assets and financial liabilities are detailed in
the liquidity management section of this note.

The sensitivity analyses below have been determined based on the exposure to interest rates for and
non-derivative instruments at the end of the reporting period. For floating rate liabilities, the analysis
is prepared assuming the amount of the liability outstanding at the end of the reporting period was
outstanding for the whole year. A 50 basis point increase or decrease is used when reporting interest
rate risk internally to key management personnel and represents management's assessment of the
reasonably possible change in interest rates.

Interest rate sensitivity analysis

If interest rates had been changed higher/lower as indicated
above and all other variables were held constant the:

Profit for the year would increase/decrease by 17 448  10 692 626 
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21. RISK MANAGEMENT (continued)

21.4 CREDIT RISK -2018

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in
financial loss to the Company. The Company has adopted a policy of only dealing with creditworthy
counterparties and obtaining sufficient collateral, where appropriate, as a means of mitigating the risk
of financial loss from defaults. The Company only transacts with entities that are rated the equivalent
of investment grade and above. This information is supplied by independent rating agencies where
available and, if not available, the Company uses other publicly available financial information and
its own trading records to rate its major customers. The Company's exposure and the credit ratings of
its counterparties are continuously monitored and the aggregate value of transactions concluded is
spread amongst approved counterparties. Credit exposure is controlled by counterparty limits that are
reviewed and approved by the risk management committee annually.

Gross
Maximum
Exposure

12 months
expected

credit losses -
stage 1

R R

21.4.1. MAXIMUM CREDIT RISK EXPOSURE

2018

Cash and cash equivalents 875 166  875 166 
Loans and advances 1 109 539 263  1 109 539 263 
Total gross maximum exposure to credit risk 1 110 414 429  1 110 414 429 
Expected credit losses (1 259 197) (1 259 197)
Total financial assets per the statement of
financial position

1 109 155 232  1 109 155 232 

21.4.2. CREDIT RISK 2017

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in
financial loss to the Company. The Company has adopted a policy of only dealing with creditworthy
counterparties and obtaining sufficient collateral, where appropriate, as a means of mitigating the risk
of financial loss from defaults. The Company only transacts with entities that are rated the equivalent
of investment grade and above. This information is supplied by independent rating agencies where
available and, if not available, the Company uses other publicly available financial information and
its own trading records to rate its major customers. The Company's exposure and the credit ratings of
its counterparties are continuously monitored and the aggregate value of transactions concluded is
spread amongst approved counterparties. Credit exposure is controlled by counterparty limits that are
reviewed and approved by the risk management committee annually.
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21. RISK MANAGEMENT (continued)

21.4 CREDIT RISK (continued)

21.4.2. CREDIT RISK 2017 (continued)

2017
R

Maximum credit risk
Loans and Advances 1 821 310 619 
Cash and cash equivalents – Absa Bank Limited 691 672 

1 822 002 291 

Cash and cash equivalents – counterparties with external credit rating [Standard & Poor’s zaAA
(2017: zaAA)] R 875 166 (2017: R691 672)

Carrying amount
2018 2017

Rating R R

Financial services zaAA 700 000 000  1 200 000 000 
Telecommunication zaAA 400 000 000  600 000 000 

The Company has a credit limit of R1.95 billion with Absa Bank Limited [Standard & Poor’s zaAA
(2017: zaAA)] for the purchase of corporate bonds of which R1.8 billion has been utilized.

Cash and cash
equivalent

Loans and
advances Total

R R R

21.4.3. ACCOUNTS RECEIVABLE STRATIFICATION AND ANALYSIS

2017
Credit exposure
Neither past due nor impaired 691 672  1 821 310 619  1 822 002 291 
Gross accounts receivable 691 672  1 821 310 619  1 822 002 291 

Net carrying amount 691 672  1 821 310 619  1 822 002 291 

21.5 LIQUIDITY RISK

Liquidity and interest risk tables

The following tables detail the Company's remaining contractual maturity for its non-derivative
financial liabilities with agreed repayment periods. The tables have been drawn up based on the
undiscounted cash flows of financial liabilities based on the earliest date on which the Company can
be required to pay. The tables include both interest and principle cash flows. To the extent that
interest flows are floating rate, the undiscounted amount is derived from interest rate curves at the
end of the reporting period. The contractual maturity is based on the earliest date on which the
Company may be required to pay

.
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Less than 1
year 1-5 years Total

R R R

21. RISK MANAGEMENT (continued)

21.5 LIQUIDITY RISK (continued)

Liabilities

2018
Debt securities in issue 290 201 809  1 020 172 258  1 310 374 067 
Trade and other payables 366 878  -  366 878 
Related party payables 958 879  -  958 879 

291 527 566  1 020 172 258  1 311 699 824 

2017
Debt securities in issue 829 059 623  1 310 374 068  2 139 433 691 
Trade and other payables 99 750  -  99 750 
Related party payables 682 825  -  682 825 

829 842 198  1 310 374 068  2 140 216 266 

Less than 1
year 1-5 years Total

R R R

Assets

2018
Cash and cash equivalents 870 386  -  870 386 
Loans and advances 293 163 795  1 025 139 022  1 318 302 817 

294 034 181  1 025 139 022  1 319 173 203 

2017
Cash and cash equivalents 691 672  -  691 672 
Loans and advances 757 881 467  1 318 302 818  2 076 184 285 

758 573 139  1 318 302 818  2 076 875 957 
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22. FAIR VALUE OF FINANCIAL INSTRUMENTS NOT HELD AT FAIR VALUE

All of the below financial assets and financial liabilities have carrying amounts that approximate their
fair values.  The disclosed fair value of these financial assets and financial liabilities measured at
amortised cost approximate their carrying value.

2018 2017
Carrying

amount
Fair value Carrying

amount
Fair value

R R R R

Financial Assets

Cash and cash equivalents 870 386  870 386  691 672  691 672 
Loans and advances 1 108 284 846  1 108 284 846  1 821 310 619  1 797 185 895 
Total 1 109 155 232  1 109 155 232  1 822 002 291  1 797 877 567 

Financial Liabilities

Debt securities in issue 1 109 485 153  1 108 284 846  1 820 870 071  1 820 870 071 
Trade and other payables 366 878  366 878  99 750  99 750 
Related party payables 958 879  958 879  682 825  682 825 
Total 1 110 810 910  1 109 610 603  1 821 652 646  1 821 652 646 

22.1. FAIR VALUE HIERARCHY

The following table provides an analysis of the Company's financial assets and financial liabilities
that are not measured at fair value subsequent to initial recognition, grouped into Levels 1 to 3 based
on the degree to which the instrument's fair value is observable. The classification of instruments is
based on the lowest level input that is significant to the fair value measurement in its entirety.

The three levels of the fair value hierarchy are defined below.

Level 1
Items valued with reference to unadjusted quoted prices for identical assets or liabilities in active
markets where the quoted price is readily available and the price represents actual and regularly
occurring market transactions on an arm's length basis.
An active market is one in which transactions occur with sufficient volume and frequency to provide
pricing information on an ongoing basis.

Level 2
Items valued using inputs other than quoted prices as described above for Level 1 but which are
observable for the asset or liability, either directly or indirectly, such as:
• quoted price for similar assets or liabilities in an active market;
• quoted price for identical or similar assets or liabilities in inactive markets;
• valuation model using observable inputs; and
• valuation model using inputs derived from/corroborated by observable market data.

Level 3
Items valued using significant inputs that are not only based on observable market data. These
include inputs based on an entity's own assumptions and assumptions applied by other market
participants in pricing similar assets.
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Level 2 Total
R R

22. FAIR VALUE OF FINANCIAL INSTRUMENTS NOT HELD AT FAIR VALUE (continued)

22.1. FAIR VALUE HIERARCHY (continued)

2018

Financial Assets
Loans and advances
Loans and advances 1 108 284 846  1 108 284 846 

1 108 284 846  1 108 284 846 

Financial Liabilities
Debt securities issue
Debt securities issue 1 109 485 153  1 109 485 153 

1 109 485 153  1 109 485 153 

Trade and other payables
Trade and other payables 366 878  366 878 

366 878  366 878 

Related party payables
Related party payables 958 879  958 879 

958 879  958 879 

2017

Financial Assets
Loans and advances
Loans and advances 1 797 185 895  1 797 185 895 

1 797 185 895  1 797 185 895 

Financial Liabilities
Debt securities issue
Debt securities issue 1 820 870 071  1 820 870 071 

1 820 870 071  1 820 870 071 

Trade and other payables
Trade and other payables 99 750  99 750 

99 750  99 750 
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22. FAIR VALUE OF FINANCIAL INSTRUMENTS NOT HELD AT FAIR VALUE (continued)

22.2. VALUATION TECHNIQUES FOR THE LEVEL 2 FAIR VALUE MEASUREMENT OF
FINANCIAL ASSETS AND FINANCIAL LIABILITIES NOT HELD AT FAIR VALUE

The table below sets out information about the valuation techniques used at the end of the reporting
period in measuring financial instruments, which are not held at fair value, but whose fair value is
categorised as Level 2. A description of the nature of the techniques used to calculate valuations
based on observable inputs and valuations is set out in the table below:

Category of liability Types of financial
instruments

Valuation techniques
applied

Significant
observable inputs

Debt securities issue Notes issued Discounted cash flow Interest rate curves
Trade and other
payables

Creditors Discounted cash flow Interest rate curves

Related party
payables

Creditors Discounted cash flow Interest rate curves

The table below sets out information about significant unobservable inputs used at the end of the
reporting period in measuring financial instruments that are not held at fair value, but whose fair
value is categorised as Level 2.

Category of asset Types of financial
instruments

Valuation techniques
applied

Significant
Observable inputs

Loans and advances Interest receivable Discounted cash flow Jibar curves and credit
spreads

23. RELATED PARTIES

Commissioner Street Owner Trust (Trust) owns 100% of the ordinary shares in the Company.

Absa Corporate Investment Bank, a division of Absa Bank Limited, administers the Company and
receives a management fee as compensation.

Absa Bank Limited holds 100% of the debt securities in issue and hence control the Company in
accordance with IFRS 10. The Company is consolidated into Absa Bank Limited.

Administration
fees and

expenses paid Interest paid
R R

2018

Other
Absa Bank Limited (356 297) (120 126 083)

(356 297) (120 126 083)

2017

Other
Absa Bank Limited (253 333) (106 484 673)

(253 333) (106 484 673)
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Current
amounts
payable

Debt
securities in

issue

Cash and
cash

equivalents
R R R

23. RELATED PARTIES (continued)

2018

Other related parties
Absa Bank Limited 958 879  1 109 485 153  870 386 

958 879  1 109 485 153  870 386 

2017

Other related parties
Absa Bank Limited 682 825  1 821 652 646  691 672 

682 825  1 821 652 646  691 672 

24. EVENTS AFTER THE REPORTING DATE

No events after the year end have been reported except for the Telkom R 50 million quarter
repayments.

25. GOING CONCERN

The Company is a special purpose vehicle which was incorporated for the purpose of acquiring loan
agreements to be funded by the issuance of notes in the Capital Markets. It is anticipated that the
Company will have a negative Net Asset Value (NAV) position in the next year. However, the cash
reserves in the company are sufficient to cover the current liabilities in the next financial year. The
cash obligations of the Company are discharged in terms of a waterfall of payments which form part
of the transaction documents. The transaction documents provide that all payments to be made to
secured creditors (including noteholders) will be made to the extent permitted by and subject to the
priority of payments. Therefore subordination is inherent in the structure. Based on these factors the
directors are of the opinion that funds will be available to finance future operations and that the
realization of assets and settlement of liabilities will occur in the ordinary course of business.
Therefore, the financial statements have been prepared on a going concern basis.

26. DIRECTORS EMOLUMENTS

Absa Group Limited representative directors are not remunerated for their services by the Company
or any company in the Group as defined by the Companies Act. The Company’s directors’ fees of
R146 344 (2017: R99 750) are paid to TMF Corporate Services (South Africa) Proprietary Limited
for non-executive director services provided to the Company.
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27. NEW ACCOUNTING PRONOUNCEMENTS

Adoption of new and revised Standards
During the current year, the Company has adopted all of the new and revised standards and
interpretations issued by the IASB and the IFRIC that are relevant to its operations and effective for
annual reporting periods beginning on 1 January 2018. Apart from the detail included in note 4 the
adoption of these new and revised standards and interpretations has not resulted in material changes
to the Company's accounting policies.

The Company adopted the following standards, interpretations and amended standards during the
year:

IFRS 9 Financial Instruments introduces significant changes to three fundamental areas of
the accounting for financial instruments, namely: The classification and
measurement of financial instruments; the scope and calculation of credit losses,
which has moved from an incurred loss, to an expected credit loss (ECL)
approach; and the hedge accounting model.

IFRS 9 prescribes the classification of financial assets on the basis of an entity's
business model for managing the instrument as well as the contractual cash flow
characteristics. The accounting for financial liabilities remains largely unchanged,
except for financial liabilities designated at fair value through profit or loss
(FVPTL). Gains and losses on such financial liabilities are required to be presented
in OCI, to the extent that they relate to changes in own credit risk. The Company
early adopted this requirement in 2017.

The Company has elected to not restate its comparative information as permitted
by IFRS 9. Accordingly, the impact of IFRS 9 has been applied retrospectively
with an adjustment to the Company’s opening retained earnings on 1 January
2018. Therefore comparative information in the prior period annual financial
statements will not be amended for the impact of IFRS 9.

IAS 1 Presentation of Financial Statements - Amendments requiring interest revenue,
which is calculated using the effective interest method, to be presented separately
on the face of the statement of comprehensive income. This only includes interest
earned on financial assets measured at amortised cost or at FVOCI.

IFRS 15 Revenue from Contracts with Customers replaces the previous revenue recognition
standards and interpretations, including IAS 18 Revenue and IFRIC 13 Customer
Loyalty Programmes. IFRS 15 establishes a single approach for the recognition
and measurement of revenue, and requires an entity to recognise revenue as
performance obligations are satisfied. It applies to all contracts with customers
except for transactions specifically scoped out, which includes interest, dividends,
leases, and insurance contracts.
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27. NEW ACCOUNTING PRONOUNCEMENTS (continued)

IAS 1 and
IAS 8

Presentation of Financial Statements and Accounting Policies Changes in
Estimates and Errors - Amendments regarding the definition of material, in order
to better clarify how materiality should be applied, as well as to align the definition
across IFRS. The new definition states that information is material if omitting,
misstating or obscuring it could reasonably be expected to influence decisions that
the primary users of general purpose financial statements make on the basis of
those financial statements, which provide financial information about a specific
reporting entity.

The amendments to the definition:
• Explain that information is obscured if it is communicated in a way that

would have a similar effect as omitting or misstating the information, and
include examples of circumstances that may result in material information
being obscured;

• Clarify that assessing materiality needs to take into account how primary
users could reasonably be expected to be influenced in making economic
decisions; and

• Refer to primary users in order to respond to concerns that the term users
may be interpreted too widely.

The amendments are effective for reporting periods beginning 1 January 2020 and
are required to be applied prospectively. The Company has however elected to
early adopt the amendments as they allow for an enhanced understanding of the
materiality requirements.

IFRIC22 Foreign Currency Transactions and Advance Consideration - Interpretation
clarifying the accounting for transactions that include the receipt or payment of
advance consideration in a foreign currency.
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27. NEW ACCOUNTING PRONOUNCEMENTS (continued)

New and revised International Financial Reporting Standards issued not yet effective
At the date of authorisation of these financial statements, the following standards and interpretations
were in issue but not yet effective:

Standard

Annual periods
beginning on or
after

IFRIC23 Uncertainty Over Income Tax Treatments - Interpretation clarifying
the accounting for uncertainties in income taxes. The adoption of
IFRIC 23 is not expected to have a significant impact on the
Company.

1 January 2019

AIP
2015-
2017

Non-urgent but necessary clarifications and amendments to the
following standards of IFRS:

1 January 2019

IFRS 3 Business Combinations
IFRS 11 Joint Arrangements
IAS 12 Income Taxes
IAS 23 Borrowing Costs

IFRS 3 Business Combinations - Amendments to the definitions included in
the appendix to IFRS 3 which will assist entities in determining
whether an acquisition made is of a business or a group of assets.
The amended definition emphasises that the output of a business is
to provide goods and services to customers, whereas the previous
definition focused on returns in the form of dividends, lower costs
or other economic benefits to investors and others.

Acquisitions on or
after 1 January
2020

Apart from the instances detailed above the Company is in the process of assessing the potential
impact that the adoption of these standards and interpretations may have on its future financial
performance or disclosures in the annual financial statements.


