NOTES TO THE FINANCIAL STATEMENTS (continued)
for the year ended 31 March 2005

1.9 Borrowings
Borrowings are recognised initially at the proceeds received, net of transaction costs incurred. In subsequent periods, borrowings are stated at
amortised cost using the effective interest rate method; any difference between proceeds (net of transaction costs) and the redemption value is
recognised in the income statement over the period of the borrowings.

1.10 Deferred tax
Deferred tax assets and liabilities are determined, using the liability method, for all temporary differences arising between the tax bases of assets
and liabilities and their carrying values for financial reporting purposes. Currently enacted tax rates are used in the determination of deferred

income tax.

Deferred tax assets are recognised to the extent that it is probable that future taxable profits will be available, against which the temporary dif-

ferences can be utilised.”
1.11 Trade payables

Trade payables are carried at the fair value of the consideration to be paid in future for goods or services that have been received or supplied and

invoiced or formally agreed with the supplier.

1.12 Provisions
Provisions are recognised when the company has a present legal or constructive obligation as a result of past events, when it is probable that an
outflow of resources embodying economic benefits will be required to settle the obligation, and when a reliable estimate of the amount of the

obligation can be made.

Where the company expects a provision to be reimbursed, for example under an insurance contract, the reimbursement is recognised as a sepa-

rate asset, but only when the reimbursement is virtually certain.
1.13 Revenue recognition

Revenue comprises the invoiced value for sale of goods and services net of value-added tax, rebates and discounts. Revenue from the sale of

goods is recognised when significant risks and rewards of ownership of the goods are transferred to the buyer.”
Revenue arising from rendering of services is based on the stage of completion determined by reference to services performed to date as a
percentage of total services to be performed. Interest income is recognised on a time proportion basis. Dividend income is recognised when the
right to receive payment is established.

1.14 Dividends
Dividends are recorded in the company’s financial statements in the period in which they are declared by the board of directors.

1.15 Financial instruments
(i) Financial risk factors

In the normal course of its operations, the company is exposed to currency, interest rate, liquidity and credit risk. The company manages these

risks as follows:
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Foreign currency risk
Foreign currency risk is created due to the influence of exchange rate fluctuations. The company has a policy not to take out cover on outstand-

ing foreign currency transactions due to the fact that these take place on an ad hoc basis.

Interest rate risk
On a long-term basis, the company borrows from various financial institutions. No hedging contracts are entered into to cover the company’s

interest rate exposure in respect of this loan or in respect of the company’s overdrawn bank account.

Credit risk
The group is exposed to credit risk due to the concentration of credit to a small number of significant customers, notable Roads Authority. The
risk is managed through signing of contracts prior to commencement of work, as well as contracts guarantees arranged with the group’s bank-

ers.
1.15Financial instruments (continued)

Liquidity risk

Prudent liquidity risk management implies maintaining sufficient cash and marketable securities, the availability of funding through an adequate
amount of committed credit facilities and the ability to close out market positions. Due to the dynamic nature of the underlying businesses, the
company aims at maintaining flexibility in funding by keeping committed credit lines available. The bank overdraft facility negotiated by the

company amounted to N$39,297,860 at year-end date. The facility will be reduced to N$20 million on 1 June 2006.

(i) Fair value estimation
In assessing the fair value of financial instruments, the company uses a variety of methods and makes assumptions that are based on market
conditions existing at each balance sheet date. Quoted market prices or dealer quotes for the specific or similar instruments are used for long-

term debt.

The face value, less any estimated credit adjustment for financial assets and liabilities with a maturity of less than one year, are assumed to ap-
proximate fair values. The fair value of financial assets and liabilities for disclosure purposes is estimated by discounting the future contractual

cash flows at the current market interest rates available to the company for similar financial instruments.
1.16 Retirement benefit costs

1.16.1 Pension funds
Employees taken over from the government are members of the Government Institution Pension Fund, which is a defined benefit plan and is
governed by the Pension Fund Act. For other employees, the company participates in the Income Continuance Benefit Scheme, Namflex Benefit

Fund, the assets, which are held in a separate fund administered by Alexander Forbes.

For defined benefit plans, pension accounting costs are assessed using the projected unit credit method. Under this method, the cost of providing
pension is charged to the income statement to spread the regular cost over the service lives of the employees in accordance with the advice of
qualified actuaries. The pension obligation is measured as the present value of the estimated future cash outflows using interest rates of govern-

ment securities that have terms to maturity approximating the terms of the related liability.

The plans are funded by payments from the employees and the company. In respect of the Namflex Benefit Fund, recommendations of indepen-

dent qualified actuaries are taken into account.

Actuarial gains and losses are spread forward over the remaining service lives of the employees. The company’s contributions to the defined

contribution plan are charged to the income statement in the year to which it relates.



NOTES TO THE FINANCIAL STATEMENTS (continued)

for the year ended 31 March 2005

2. Property, plant and equipment

2.1 Consolidated

Year ended 31 March 2005
Opening net book amount
Additions

Depreciation charge for the year

At 31 March 2005

Cost

Accumulated depreciation
Net book value at end

of the year

Year ended 31 March 2004
Opening carrying value
Additions

Adjustment (Refer to note 23.)

Depreciation charge for the year

At 31 March 2004

Cost

Accumulated depreciation
Net book value at end

of the year

Freehold land Plant Office furniture Computer

and buildings & machinery and equipment equipment Motor vehicles Total
N$ ‘000 N$ "000 N$ ‘000 N$ ‘000 N$ ‘000 N$ ‘000
29,335 74,094 2,768 351 2,563 109,111
462 16,106 1,511 518 4,238 22,835
(642) (11,411) (1,337) (356) (2,529) (16,275)
29,155 78,789 2,942 513 4,272 115,671
40,394 118,646 6,635 2,586 22,859 191,120
(11,239) (39,857) (3,693) (2,073) (18,587) (75,449)
29,155 78,789 2,942 513 4,272 115,671
36,665 61,382 1,674 772 6,902 107,398
1,021 21,200 2,022 51 209 24,505
7,568) - - - - (7,568)
(784) (8,489) (930) (472) (4,549) (15,225)
29,334 74,094 2,767 351 2,562 109,110
39,932 102,540 5,124 2,068 18,621 168,286
(10,597) (28,446) (2,356) (1,717) (16,058) - (59,176)
29,334 74,094 2,767 351 2,562 109,110
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1.16.2 Medical Aid
The company provides post retirement medical aid to their retirees that were taken over from government employment. The expected costs of
these benefits are accrued over the period of employment, using an accounting methodology similar to that for the defined pension plans. Valu-

ation for using these obligations are carried out by independent qualified actuaries.
Change in accounting policy

To comply with AC140: Business combination (supersedes AC131: Business combination) a change in the accounting policy for goodwill is nec-
essary. Until 31 March 2004, goodwill was:

e Amortised on a straight line basis over a period of 10 years; and

e Assessed for an indication of impairment at each balance sheet date.

In accordance with the transitional provisions of AC140:

e The Group ceased amortisation of goodwill from 1 April 2004;

e Accumulated amortisation as at 31 March 2004 has been eliminated with a corresponding decrease in the cost of goodwill;

e From the year ended 31 March 2005 onwards, goodwill is tested annually for impairment, as well as when there are indications of
impairment.






