Nofes fo the group financial sfatements
for rhe year ended 31 December 2017

1.2

1.3

ACCOUNTING FRAMEWORK AND CRITICAL JUDGEMENTS

Basis of preparation

The group financial sfatements of MTN Group Limited (the company) comprise rhe company
and its subsidiaries and the group’s interestin associates and joint ventures (fogether referred
fo as the group and individually as group entities).

The group financial statements and company financial statements have been prepared in
accordance with Infternational Financial Reporfting Standards (IFRS) as issued by the
Infernational Accounting Standards Board (IASB) and Interpreftations as issued by the IFRS
Interpretations Committee (IFRIC), and comply with the SAICA Financial Reporting Guides as
issued by Fhe Accounfing Practices Committee, Financial Reporting Pronouncements as issued
by the Financial Reporting Standards Council (FRSC), the JSE Listings Requirements and the
requirements of the South African Companies Act, No 71 of 2008. The group and the company
have adopted all new accounting pronouncements that became effective in the current
reporting period, none of which had a material impact on the group or the company, except
for the amendment fo IAS 7 Skatement of Cash Flows, which requires additional disclosure,
comprising a reconciliation of rhe year-on-year movement in liabilifies arising from financing
actfivifies.

The financial statements have been prepared on the historical cost basis adjusted for the
effects of inflation where entities operate in hyperinflationary economies and for certain
financial insfruments that have been measured at fair value, where applicable.

The Sourh Sudanese and Syrian economies have been considered fo be hyperinflationary.
Accordingly, the results, cash flows and financial position of the group’s subsidiaries, MTN
South Sudan Limited and MTN Syria (JSC) have been expressed in terms of the measuring
unit current af the reporting date.

Sudan ceased being regarded as a hyperinflationary economy during 2016, resulting in
hyperinflarion accounting relating fo MTN Sudan Company Limited nolt being applied from
1 July 2016 onward. The methods used fo measure fair value and the adjustments made fo
account for the group’s entities that operate in hyperinflationary economies are discussed
further in the accounting policies and in the respective notes.

Amounts are rounded to Fhe nearest million with the exception of earnings per share and the
relafed number of shares (nofte 2.7), number of ordinary shares (note 8.1), share-based
payments (note 8.4) and directors’ emoluments and interests (nofte 10.2).

The preparation of financial statements in conformity with IFRS requires management to
make judgements, estimates and assumptions that affect the application of accounting
policies and the reported amounts of assets, liabilities, income and expenses. Actual results
may differ from these estimates. Information about significant areas of estimation uncertainty
and crifical judgements in applying accounting policies fhat have rhe most significant effecr
on the amounts recognised in the financial statements are included in note 1.5.

Going concern

The group’'s and the company’s forecasts and projections, taking account of reasonably
possible changes in frading performance, show that the group and the company should be
able to operate within their current funding levels into the foreseeable future.

After making enquiries, the directors have a reasonable expectation that the company and its
subsidiaries have adequate resources fo continue in operational existence for Fhe foreseeable
fufure. The financial sfafements therefore have been prepared on a going concern basis.
Principal accounting policies?

The principal accounting policies applied in fhe preparation of these financial sfatements are
sel out on the following page and in the related notes to the group financial statements, and
should be read in conjunction with the financial definitions disclosed on pages 159 and 160
of the financial statements. The principal accounting policies applied are consistent with
those adopted in the prior year, unless otherwise stated.

1 Where applicable, the principal accounting policies applied in the company financial statements are consistent with
those applied in the group financial statements.
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1.3
1.3.1

ACCOUNTING FRAMEWORK AND CRITICAL JUDGEMENTS (continued)

Principal accounting policies? (continued)

Consolidation

Business combinations

The group accounts for business combinations using the acquisifion merhod when contfrol is
obfained by Fhe group. A business is defined as an infegrated sel of actlivities and assefs thar
are capable of being conduclted and managed for the purposes of providing a refurn directly
fo investors or other owners, members or participants. The consideration fransferred is
measured at the fair value of the assels given, equity instruments issued and liabilities
incurred or assumed af the acquisition date. The consideration fransferred includes the fair
value of any assel or liability resulfing from a conftingent consideration arrangement.
Acquiisition-related cosfts are recognised in profif or loss. Identifiable assefs acquired and
liabilifies and confingent liabilifies assumed in a business combinaftion are measured inifially
at their fair values at the acquisition date, irrespective of the extent of any non-controlling
inferesfs.

Goodwill is measured as the excess of the sum of the consideration transferred, fhe amount
of any non-contfrolling interests in the acquiree, and the fair value of the acquirer’s previously
held equity interest in the acquiree (if any) over the net of the acquisition date fair values of
the identifiable assets acquired and liabilities assumed. If, after reassessment, this amount is
negative, such negative amount is recognised immediately in profit or loss as a gain on
bargain purchase.

An obligation fo pay contingent consideration is classified as either a financial liability or
equity based on the respective definitions sefoutin IAS 32 Financial Instruments: Presenkation.
The group classifies any rights to the refurn of consideration previously fransferred as a
financial asset. Contingent consideration that is classified as an asset or a liability is
remeasured al subsequent reporting dafes in accordance with IAS 39 Financial Insfruments:
Recognition and Measurement, with the corresponding gain or loss recognised in profift or
loss. Contingent consideration that is classified as equity is not remeasured affter the
acquisition date.

Any changes resulting from additional and new information about events and circumstances
Fhat existed at the acquisition date and, if known, would have affected the measurement of
Fhe amount recognised af fhal date, are considered fo be measurement period adjusfments.
The group refrospectively adjusts the amounts recognised for measurement period
adjustments. The measurement period ends when the acquirer receives all the information
Fhey were seeking about the facts and circumstances that existed at the acquisition date or
learns that information cannot be obtained. The measurement period shall, however, not
exceed one year from the acquisition date. To the extent that changes in the fair value relate
fo posfF-acquisifion evenfs, these changes are recognised in accordance with the IFRS
applicable to the specific asset or liability.

When the group ceases fo have control over a subsidiary, it derecognises the assefs and
liabilifies of the subsidiary, and any related non-confrolling interests. Any refained inferest in
fhe entity is remeasured to its fair value. Any resulting gain or loss is recognised in profit or
loss. The fair value is the inifial carrying amount for the purposes of subsequently accounting
for the refained interest as an associate, joint venture or financial assetf. In addition, any
amounts previously recognised in other comprehensive income in respect of that entity are
accounted for as if the group had directly disposed of the related assefs or liabilities. This may
mean Fhat amounts previously recognised in orher comprehensive income are reclassified fo
profit or loss.

1 Where applicable, the principal accounting policies applied in the company financial statements are consistent with
those applied in the group financial statements.
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1.3
1.3.1

ACCOUNTING FRAMEWORK AND CRITICAL JUDGEMENTS (continued)

Principal accounting policies? (continued)

Consolidation (continued)

Consolidation of subsidiaries

The group financial statfements incorporate the financial statements of MTN Group Limited

and all its subsidiaries and controlled structured entities (SEs) for the reporting date
31 December 2017 on the basis ouflined below.

Subsidiaries are fully consolidated from the date on which control is transferred to the group
(acquisition date) and are deconsolidated from the date that control ceases (disposal date).
The group controls an enftity when it is exposed or has rights to variable returns from its
involvement with the entity and has the ability to affect those returns through its power over
Fhe enfity. When assessing whelher confrol exists, fhe group considers all existing subsranfive
rights fhat resulf in fhe current ability fo direct relevant activifies.

All infercompany fransactions, balances and unrealised gains or losses on fransactions
befween group companies are eliminated on consolidation. Unrealised losses are considered
an impairment indicator of the assef transferred.

Where necessary, adjusfrments are made fo rhe financial sfatements of subsidiaries fo align
any difference in accounting policies with those of the group.

The group does nol consolidate entities where it owns more than half of the issued ordinary
share capiftal where the contractual agreements are such that other shareholders have
substantive rights that provide authority over the relevant activities of the entities.

The company accountfs for invesfments in subsidiaries af cost, less accumulated impairment
losses.

Non-controlling interest

On an acquisition-by-acquisiftion basis, non-confrolling interests in the acquiree may initially
be measured either af fair value, or at the non-confrolling shareholders’ proportion of the net
identifiable assets acquired and liabilities and contingent liabilities assumed.

Non-confrolling shareholders are treated as equity participants; therefore, all acquisitions of
non-controlling inferests or disposals by the group of ifs inferests in subsidiaries, where
control is maintained subsequent to the disposal, are accounted for as equity fransactions.
Consequently, the difference between the fair value of the consideration transferred and the
carrying amount of a non-controlling inferest purchased or disposed of, is recorded in equity.

Non-conftrolling interests in the nel assefs of consolidated subsidiaries are identified
separately from the group’s equity.

Total comprehensive income is attributed fo non-controlling interests even if this results in
fhe non-controlling interests having a deficit balance.

1 Where applicable, the principal accounting policies applied in the company financial statements are consistent with
those applied in the group financial statements.
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1 ACCOUNTING FRAMEWORK AND CRITICAL JUDGEMENTS (continued)
1.3 Principal accounting policies? (continued)
1.3.2 Foreign currency

Functional and presentation currency

Ifems included in the financial statfements of each entity in the group are measured using Fhe
enfity’s functional currency. The group financial sfafements are presented in Sourh African

rand, which is the functional and presentation currency of the company.

Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange
rates af the daftes of the fransactions. Foreigh exchange gains or losses resulfing from rhe
seftlement of such fransactions and from the franslation at reporting date exchange rates of
monelary assefs and liabilifies denominated in foreign currencies are recognised in profit or loss.

Translation of foreign operations

The results, cash flows and financial position of group entfities which are nol accounted for as
entifies operating in hyperinflationary economies and thal have a functional currency different
from the presentation currency of the group are ftranslated into the presentation currency as

follows:

+ Assels and liabilities, including goodwill and fair value adjustments arising on acquisition,

are franslated at rates of exchange ruling at the reporting date.

» Specific transactions in equity are translated at rates of exchange ruling at the transaction

dates.

* Income and expenditure and cash flow items are translated at weighted average exchange rates
for the period or franslated at exchange rates af the date of the fransaction, where applicable.

» Foreign exchange franslation differences are recognised as ofher comprehensive income
and accumulared in the foreign currency franslaftion reserve, exceplt fo fhe exftent the

difference is allocated to non-controlling interests.

The results, cash flows and financial position of the group entities which are accounted for as
enfities operating in hyperinflationary economies and that have functional currencies
different from the presentation currency of the group are franslated into the presentation
currency of ifs immediafe parent at rates of exchange ruling af the reporfing dafe. As the
presentation currency of the group or thal of the immediate parent is that of a non-
hyperinflationary economy, comparative amounts are not adjusted for changes in the price

level or exchange rates in Fhe current year.

An entity may have a monerary item that is receivable from a foreign operation. An item for
which seftlementis neither planned nor likely fo occurin the foreseeable future is, in substance,
a part of the enfity’s nef investment in thal foreign operation. On consolidaftion, exchange
differences arising from the translation of the net investment in foreign operations are taken
fo other comprehensive income and accumulated in the foreign currency translation reserve.

The exchange rates relevant to the group are disclosed in note 7.6.

Disposal of foreign operations

On disposal of a foreign operation, all exchange differences accumulated in equity in respect
of rthat operation affriburable fo Fhe equity holders of the group are reclassified fo profif or loss.

Exchange differences accumulated in equity in respect of a monetary item that is part of the
group’s netinvestmentin a foreign operation, are notreclassified ro profit or loss on settlement

of the monefary item.

In the case of a partial disposal thaldoes not resulfin the group losing confrol over a subsidiary
fhat includes a foreign operation, the proportionate share of accumulated exchange
differences is reattributed fo non-controlling interests and is not recognised in profit or loss.
For all other partial disposals, the proportionate share of the accumulated exchange

differences is reclassified to profit or loss.

For more defails on judgements applied in the selection of exchange rates in countries

operating in dual exchange rare economies please refer fo note 1.5.3.

1 Where applicable, the principal accounting policies applied in the company financial statements are consistent with

those applied in the group financial statements.
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1.3
1.3.3

ACCOUNTING FRAMEWORK AND CRITICAL JUDGEMENTS (continued)

Principal accounting policies? (continued)

Hyperinflation

The financial statements (including comparative amounts) of the group entities whose
funcfional currencies are fthe currencies of hyperinflationary economies are adjusted in ferms
of the measuring unit current ar the end of the reporting period.

As Fhe presentation currency of the group is that of a non-hyperinflationary economy,
comparative amounts are not adjusted for changes in the price level or exchange rates in the
currentyear. Differences befween these comparative amounts and currentyear hyperinflation
adjusted equity balances are recognised in other comprehensive income.

The carrying amounts of non-monetary assets and liabilities are adjusted to reflect the change
in the general price index from the date of acquisition to the end of the reporting period. An
impairment loss is recognised in profit or loss if Fhe restated amount of a non-monetary item
exceeds its estimated recoverable amount.

Gains or losses on the nel monetary position are recognised in profit or loss.

All ifems recognised in fhe income stafement are restated by applying Fhe change in the
general price index from the dates when the items of income and expenses were initially
earned or incurred.

Al the beginning of the first period of application, the components of equity, except reftained
earnings, are restated by applying a general price index from fhe dates the components were
confributed or ofherwise arose. These restatements are recognised direclly in equity as an
adjustment to opening retained earnings. Restated refained earnings are derived from all
other amounts in the restated statement of financial position. Af the end of rhe first period
and in subsequent periods, all components of equity are restated by applying a general price
index from the beginning of the period or the date of contribution, if later.

All ifems in Fhe sfafement of cash flows are expressed in ferms of the general price index af
fhe end of the reporting period.

The South Sudanese and Syrian economies have been classified as hyperinflationary.
Accordingly, the results, cash flows and financial position of the group’s subsidiaries, MTN
South Sudan Limited and MTN Syria (JSC), have been expressed in terms of the measuring
unif current at the reporting date. For further details, refer fo note 1.5.7. Sudan ceased being
regarded as a hyperinflationary economy during 2016, resulting in hyperinflation accounting
relating fo MTN Sudan Company Limited not being applied from 1 July 2016 onward.

1 Where applicable, the principal accounting policies applied in the company financial statements are consistent with
those applied in the group financial statements.
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1 ACCOUNTING FRAMEWORK AND CRITICAL JUDGEMENTS (continued)

1.3
134

Principal accounting policies? (continued)
Measurement principles

Key assefs and liabilities shown in the statement of financial position are subsequently

measured as follows:

Items included in
the skatement of
financial position

ASSETS
Non-current
assels

Property, plant and
equipment

Infangible assefs

Investments

Goodwill

Investment in
associates and
joinf venftures
Loans and other
non-current
receivables
Deferred fax assefts

Current assels
Inventories

Trade receivables
Taxaltion prepaid

Current
investments

Derivative assetls
Restricted cash

Cash and cash
equivalents

Measurement principle

Historical cost, less
accumulated depreciafion
and impairment losses
Historical cost, less
accumulated amortisation
and impairment losses

Amortised cost/fair value

Historical cost, less
impairment losses

Cost adjusted for share of
movements in nel assers,
less impairment losses
Amortised cost

Undiscounted amount
measured al the rax rates
that have been enacted or
subsrantively enacted and
are expected fo apply to the
period when fhe asser is
realised

Lower of cost and net
realisable value

Amortised cost

Amounts paid in advance fo

Fhe tax authorities, using Ffax

rafes that have been
enacted or substantively
enacted af the reporting
dafe

Amortised cost/fair value

Fair value
Amortised cosk

Amortised cost

Items included in
the skatement of
financial position

LIABILITIES
Non-current
liabilities
Borrowings

Deferred rax
liabilities

Provisions

Current liabilities
Trade and ofther
payables
Unearned income
Provisions

Taxation liabilities

Borrowings
Derivarive
liabilities

Bank overdrafts

Measurement principle

Amortised cost

Undiscounted amount
measured aft the tax
rates rhat have been
enacted or
subsfantively enacled
and are expected to
apply fo fhe period
when fhe liability is
seftled

Present value of fthe
best estimate of the
seftlement amount

Amortised cost

Nominal value

Present value of the
best estimate of the
seftlement amount

Amount expecled to
be paid ro fhe fax
authorities, using fax
rafres Fhar have been
enacled or
substantively enacted
af the reporting date
Amortfised cost

Fair value

Amortised cost

1 Where applicable, the principal accounting policies applied in the company financial statements are consisfent with
those applied in the group financial statements.

MTN Group Limited Financial statements for the year ended 31 December 2017



