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NOTES TO THE GROUP ANNUAL FINANCIAL STATEMENTS CONTINUED	
For the year ended 31 May 2014

2.	 CRITICAL ACCOUNTING ESTIMATES AND ASSUMPTIONS 
	� The Group makes estimates and assumptions concerning the future. The resulting accounting estimates will, 

by definition, seldom equal the related actual results. The estimates and assumptions that have a significant 
risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next financial 
year are discussed below.

(a) 	 Assessment of goodwill for impairment
	� The Group tests annually whether goodwill has suffered any impairment, in accordance with the accounting 

policy. The recoverable amounts of cash-generating units have been determined based on value-in-use 
calculations. These calculations require the use of estimates. Refer to note 5 for details on these estimates.

(b)	 Equity compensation benefit
	� In determining the number of forfeitable shares that will vest due to performance conditions being met, 

management assesses the attrition rates of staff based on the grades of staff that have been granted awards 
as well as the historic staff turnover. 

(c) 	 Income taxes	
	� As with any enterprise, the Group faces uncertainties in the markets in which it operates and over which it 

has little or no control. The Group is subject to income tax in numerous jurisdictions and judgement is 
required in determining the provision for tax. 

	� There are transactions and calculations for which the ultimate tax determination is uncertain during the 
ordinary course of business. Amounts accrued are based on management’s interpretation of country-specific 
tax law and the likelihood of settlement. Where the final tax outcome of these matters is different from the 
amounts that were initially recorded, such differences will impact the current income tax and deferred tax 
provisions in the period in which such determination is made.

	� Deferred tax assets are recognised to the extent that it is probable that taxable income will be available in the future 
against which these can be utilised. Future taxable profits are estimated based on business plans which include 
estimates and assumptions regarding economic growth, interest rates, inflation and competitive forces. 

	� Changes in the estimates of the consideration could result in the recognition of material adjustments in 
future periods.

(d)	� Valuation of intangible assets acquired as part of a business combination 
	� The fair values of all of the identifiable intangible assets acquired as part of a business combination are 

determined using recognised valuation techniques. Such techniques often rely on forecasts of future cash 
flows and the use of appropriate discount rates that reflect the risk factors associated with the cash flows.
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2.	 CRITICAL ACCOUNTING ESTIMATES AND ASSUMPTIONS (continued)
(d)	� Valuation of intangible assets acquired as part of a business combination (continued)
	� These valuations are based on information at the time of the acquisition and the expectations and 

assumptions that have been deemed reasonable by the Group’s management. The risk exists that the 
underlying assumptions or events associated with such assets will not occur as projected. For these reasons, 
among others, the actual cash flows may vary from forecasts of future cash flows.

(e) 	 Assessment of principal versus agent
	� Details of whether Blue Label Telecoms acts as a principal or an agent in certain of its transactions is set out 

in the Revenue recognition note. This assessment requires an analysis of whether Blue Label Telecoms carries 
inventory risk and the customer’s credit risk, whether Blue Label Telecoms has the latitude to establish 
pricing and whether Blue Label Telecoms has the primary responsibility for providing the goods or services to 
the customer.

(f)	 Purchased starter pack bases and postpaid starter pack bases 
	� The relative size of the Group’s purchased starter pack bases and postpaid starter pack bases makes the 

judgements surrounding the estimated useful lives and residual values critical to the Group’s financial 
position and performance. Useful lives are reviewed on an annual basis with the effects of any changes in 
estimate accounted for on a prospective basis. The residual values of these assets are assumed to be zero. 
The current useful life of these bases is estimated to be seven to 10 years, based on management’s estimates 
and taking into account historical experience as well as future events which may impact the useful lives.

(g)	 Assessment of investment in joint ventures for impairment 
	� The Group tests annually whether investment in joint ventures has suffered any impairment, in accordance 

with the accounting policy. The recoverable amounts of the investment in joint ventures has been determined 
based on value-in-use calculations. These calculations require the use of estimates. Refer to note 6 for details 
on these estimates. 

(h)	� Applicability of IFRS 10 – Consolidated Financial Statements 
	� The Group has assessed the requirements of IFRS 10 against shareholder and management agreements and 

concluded that it does not change the reporting on subsidiary companies that are consolidated. 

(i)	 Assessment of investments for impairment
	� The Company tests annually whether investments have suffered any impairment, in accordance with the 

accounting policy. The recoverable amounts of cash-generating units have been determined based on 
value-in-use calculations. These calculations require the use of estimates. Refer to note 6 of the Company 
financial statements for details on these estimates. 
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NOTES TO THE GROUP ANNUAL FINANCIAL STATEMENTS CONTINUED	
For the year ended 31 May 2014

2.	 CRITICAL ACCOUNTING ESTIMATES AND ASSUMPTIONS (continued)
(j)	� Classification of significant joint arrangements 
	� Joint arrangements are all arrangements where two or more parties contractually agree to share control of 

the arrangement, which only exists when decisions about the relevant activities require unanimous consent 
of the parties sharing control. Joint ventures are joint arrangements whereby the parties that have joint 
control of the arrangement have rights to the net assets of the arrangement.

	 The Group exercises judgement in determining the classification of its joint arrangements.

	 Blue Label Mexico S.A. de C.V.
	� The Group holds an effective interest of 45.57% in the issued ordinary share capital of Blue Label Mexico 

S.A. de C.V. The joint arrangement provides the Group and the other parties to the agreement with rights to 
the net assets of the entity. The investment is classified as a joint venture as unanimous approval of the 
shareholders is required for decisions.

	 2DFine Holdings Mauritius
	� The Group holds an effective interest of 50% in the issued ordinary share capital of 2DFine Holdings 

Mauritius. The joint arrangement provides the Group and the other parties to the agreement with rights to 
the net assets of the entity. The investment is classified as a joint venture as unanimous approval of the 
shareholders is required for decisions.

(k)	� Classification of significant associates
	� Associates are all entities over which the Group has significant influence but not control, generally 

accompanying a shareholding of between 20% and 50% of the voting rights.
	
	 Smart Voucher Limited trading as Ukash
	� The Group has an effective interest of 17.25%. Significant influence is demonstrated as a result of 

representation on the board of directors.

	 Oxigen Services India Private Limited (‘Oxigen Services India’)
	� Blue Label Telecoms acting through its wholly owned subsidiary, Gold Label Investments, acquired a 50% 

interest in 2DFine Holdings Mauritius. The investment is classified as a joint venture as unanimous approval of 
the shareholders is required for decisions. 2DFine Holdings Mauritius holds 37.22% of Oxigen Services India. 
In terms of IFRS, an entity does not aggregate its interests held through associates and joint ventures when 
assessing for control as BLT through this relationship cannot direct the financial and operating policies of 
Oxigen Services India. Therefore, even though BLT has an effective interest of 55.83% in Oxigen Services 
India, the Group neither controls nor jointly controls Oxigen Services India.


