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LOTTOTECH LTD

DIRECTORS’ REPORT
The directors present their annual report and the audited financial statements of Lottotech Ltd
(the “Company”) for the year ended 30 June 2011.
PRINCIPAL ACTIVITY
The Company operates the Mauritius National Lottery on behalf of the Government of Mauritius.
Following a Request for Proposal issued by the State Investment Corporation Ltd in March 2008, the
proposal of the Company including its game plan was accepted and the licence was issued by the
Gambling Regulatory Authority in April 2009.
The activity of the Mauritius National Lottery, also called Loterie Nationale, is regulated by the
Gambling Regulation Authority Act 2007. Currently, the main products are Loto and Quick Win
instant games.
RESULTS AND DIVIDENDS
The Company has made a loss of Rs 8,630,323 (2010 – loss of Rs 96,388,961) for the year ended 30 June
2011 despite having contributed Rs 684M to the Consolidated Fund and distributed Rs 1,704M as prizes
during the financial year. The poor performance is mainly attributed to the fact that the Gambling
Regulatory Authority has not approved Lottotech Ltd’s application for all games in accordance with the
Company’s proposed game plan as submitted for obtaining the licence for the Mauritius National Lottery.
The Company is in dispute with the Gambling Regulatory Authority regarding the non approval of games
as submitted in the accepted proposal. Applications have been submitted to the Gambling Regulatory
Authority for five game categories, out of which two have been partially approved.
The directors do not recommend the payment of a dividend for the year under review.
BUSINESS REVIEW
The financial year 2010-2011 represented a full year of operations for Lottotech Ltd and saw the
emergence of Loto as the leading gaming brand in Mauritius. It took Loto only one year to live up to its
full promise and it established itself as the most popular lottery game in Mauritius. The year was also
highlighted by the biggest ever Loto jackpot (Rs 75M) distributed among three lucky winners.
During the year, the Company focused on developing a number of instant games to meet the
expectations and aspirations of Mauritian players. One of these products is the Millionnaire, a television
based game, which allows winners to win up to Rs 1M. Another successful product introduced during the
year was Cadeau Surprise which had a limited edition and was sold out within less than three months.
The product allowed players to win gifts like cameras, LCD TV etc. as well as cash prizes and was
launched in November 2010 for the festive season.
Through its sales network, some 580 retailers operate lottery terminals throughout Mauritius and
Rodrigues. Lottotech Ltd has contributed to the retail sector directly by providing these retailers with a
new source of income and by creating additional employment in the country. Retailers who have seen the
opportunities and potential of the lottery business have reoriented themselves into these activities and
have created substantial employment accordingly.
Over the past financial year, Lottotech Ltd has awarded 28 prizes worth Rs 1M or more (20 for Loto, 3 for
Millionnaire and 5 for Cadeau Surprise). Loto generated more than 3.2 million winning tickets, which paid
more than Rs 890M. For Quick Win, our instant games brand, we paid Rs 813M to winners for 10.2M
winning tickets.
In addition, Rs 684M was contributed to the Consolidated Fund and Rs 57M to the National Solidarity
Fund (as unclaimed prizes) during the financial year for the implementation of projects relating to
community development, the promotion of education, health, sports and culture.
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DIRECTORS’ REPORT (CONT’D)
BUSINESS REVIEW (Cont’d)
Last year, Lottotech Ltd reinforced its commitment to furthering and sharing its core fundamental values:
Integrity, Trustworthiness, Customer Care, Innovation, Responsibility and Team work.
Through its operational success, Lottotech Ltd has demonstrated that it offers the best industry
practices, while offering at the same time entertainment to Mauritian people and contributing positively
to the economy and improving the lives of winners.

To increase visibility, outdoor Loto branding of 60 retailers including 2 in Rodrigues is in progress
and installation of special Loterie Nationale branded in-store lottery displays and service counters at
100 selected retailers are targeted.
FINANCIAL STATEMENTS AND AUDITOR’S REPORT
The financial statements of the Company for the year ended 30 June 2011 are set out on pages
9 to 38. The independent auditor’s report on these financial statements is on pages 7 and 8.
DIRECTORS’ REMUNERATION
During the year ended 30 June 2011, remuneration paid to the directors by the Company are
as follows:
2011
2010
Rs
Rs
Executive
Non Executive

14,421,840
700,000
15,121,840

14,879,496
1,198,150
16,077,646

STATEMENT OF DIRECTORS' RESPONSIBILITIES IN RESPECT OF THE FINANCIAL STATEMENTS

Company law requires the directors to prepare financial statements for each financial year which
present fairly the financial position, financial performance and cash flows of the Company.
In preparing those financial statements, the directors are required to:
•

select suitable accounting policies and then apply them consistently;

•

make judgements and estimates that are reasonable and prudent;

•

state whether International Financial Reporting Standards, have been followed and complied
with, subject to any material departures disclosed and explained in the financial statements; and

•

prepare the financial statements on the going concern basis unless it is inappropriate to
presume that the Company will continue in business.

The directors confirm that they have complied with the above requirements in preparing the
financial statements.
The directors are responsible for keeping proper accounting records which disclose with reasonable
accuracy at any time the financial position of the Company to enable them to ensure that the
financial statements comply with the Mauritian Companies Act 2001. They are also responsible for
safeguarding the assets of the Company and hence for taking reasonable steps for the prevention
and detection of fraud and other irregularities.
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LOTTOTECH LTD

DIRECTORS’ REPORT (CONT’D)
CODE OF CORPORATE GOVERNANCE
The Board of directors of the Company is committed to maintain a high standard of corporate
governance throughout the organisation and ensures that business integrity, transparency and
professionalism are values placed at the highest levels.
The Board of directors did not adopt the Corporate Governance Report as the Company is a
fellow subsidiary of a company listed on the Stock Exchange of Mauritius and is committed
towards its holding’s Corporate Governance Guidelines and conducted business with the highest
ethical standards during the year ended 30 June 2011. The Board however acknowledges the
significance of good corporate governance principles, which are followed and applied in such
matters as to which the Code would be applicable.
Sound corporate governance is fundamental as to how the Company operates and a critical part of
corporate responsibility. The Corporate Governance Guidelines and Structures provide a strong
foundation for responsiveness and accountability. Governance of corporate responsibility
performance is integrated into structures and processes at the highest levels of the holding company.
The Company is committed to conduct business with the highest ethical standards, whilst fully
complying with the spirit and letter of the law. The Company's internal Code of conduct which is
currently in progress and will be adhered to in the near future, outlines the policies on how the
Company conducts itself and covers conflicts of interest, gifts to officials, antitrust and competitive
practices, privacy of personal information, and non-discrimination, among others.
The directors and employees of the Company will do all that is required to read or be trained in the
Company's code of conduct.
DONATIONS
The Company made donations of Rs NIL during the year (2010 – Rs NIL).
FEES PAID TO AUDITOR
The fees charged by the auditor, PricewaterhouseCoopers, for audit and other services, were:

Audit Fees
Other services

2011
Rs

2010
Rs

550,000
115,000
665,000

460,000
115,000
575,000

AUDITOR
The auditor, PricewaterhouseCoopers, has indicated its willingness to continue in office and will be
automatically re-appointed at the next Annual Meeting.
Authorised for issue by the Board of directors on
and signed on its behalf by:
}
}
}

DIRECTORS
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SECRETARY’S REPORT
LOTTOTECH LTD
under Section 166(d) of the Companies Act 2001
We confirm that, based on records and information made available to us by the directors and
shareholders of the Company, the Company has filed with the Registrar of Companies, for the
financial year ended 30 June 2011, all such returns as are required of the Company under the
Mauritian Companies Act 2001.

Clement Leu San
SECRETARY
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INDEPENDENT AUDITOR’S REPORT
To the shareholders of Lottotech Ltd
Report on the Financial Statements
We have audited the financial statements of Lottotech Ltd (the “Company”) on pages 9 to 38
which comprise the statement of financial position at 30 June 2011 and the statements of
comprehensive income, changes in equity and cash flows for the year then ended, and a
summary of significant accounting policies and other explanatory notes.
Directors’ Responsibility for the Financial Statements
The Company's directors are responsible for the preparation and fair presentation of these
financial statements in accordance with International Financial Reporting Standards and in
compliance with the requirements of the Mauritian Companies Act 2001 and for such interna
control as the directors determine necessary to enable the preparation of financial statements
that are free from material misstatements, whether due to fraud or error.
Auditor’s Responsibility
Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with International Standards on Auditing. Those Standards
require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance whether the financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An
audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors, as well as evaluating the overall
presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.
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INDEPENDENT AUDITOR’S REPORT
To the shareholders of Lottotech Ltd (Cont’d)

Report on the Financial Statements (Cont’d)
Opinion
In our opinion, the financial statements on pages 9 to 38 give a true and fair view of the financial
position of the Company at 30 June 2011 and of its financial performance and its cash flows for
the year then ended in accordance with International Financial Reporting Standards and comply with
the Mauritian Companies Act 2001.
Report on Other Legal and Regulatory Requirements
The Mauritian Companies Act 2001 requires that in carrying out our audit we consider and report
to you on the following matters. We confirm that:
(a) we have no relationship with or interests in the Company other than in our capacity
as auditor;
(b) we have obtained all the information and explanations we have required; and
(c) in our opinion, proper accounting records have been kept by the Company as far as
appears from our examination of those records.
Other Matters
This report, including the opinion, has been prepared for and only for the Company’s
shareholders, as a body, in accordance with Section 205 of the Mauritian Companies Act 2001
and for no other purpose. We do not, in giving this opinion, accept or assume responsibility for
any other purpose or to any other person to whom this report is shown or into whose hands it
may come save where expressly agreed by our prior consent in writing.

PricewaterhouseCoopers

Mushtaq Oosman
LICENSED AUDITOR

15 September 2011
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STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 30 JUNE 2011

Note

2011
Rs

Restated
2010
Rs

4

3,161,490,780

1,884,960,040

PRIZES

(1,703,562,933)

(1,016,731,338)

CONSOLIDATED FUND

( 844,556,503)

( 503,668,836)

GROSS TICKET SALES

NET INCOME

4

613,371,344

364,559,866

RETAILERS’ AND OTHER COMMISSIONS

5

( 174,085,367)

( 104,087,306)

5

( 223,014,647)

( 186,240,526)

216,271,330

74,232,034

GAMING SYSTEMS AND DATA
COMMUNICATION COSTS
GROSS PROFIT
ADMINISTRATIVE EXPENSES

5

( 220,244,970)

( 177,997,839)

OPERATING LOSS

5

(

3,973,640)

( 103,765,805)

9,953,276

1,117,839

FINANCE INCOME
(

13,325,947)

(

11,257,216)

(

3,372,671)

(

10,139,377)

(

7,346,311)

( 113,905,182)

8

(

1,284,012)

17,516,221

Rs

(

8,630,323)

FINANCE COSTS
FINANCE (COSTS)/INCOME - NET

6

LOSS BEFORE TAXATION
INCOME TAX (EXPENSE)/CREDIT
LOSS AND TOTAL COMPREHENSIVE LOSS
FOR THE YEAR

(

96,388,961)

The notes on pages 13 to 38 form an integral part of these financial statements.
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STATEMENT OF FINANCIAL POSITION
AS AT 30 JUNE 2011

Note
ASSETS
NON CURRENT ASSETS
Property, plant and equipment
Investment in Subsidiary
Deferred income tax asset

2011
Rs

2010
Rs

9
10
20

286,185,695
1,000
16,232,209
302,418,904

298,302,450
17,516,221
315,818,671

CURRENT ASSETS
Inventories
Trade and other receivables
Cash and cash equivalents

11
12
13

36,199,287
102,130,658
140,980,935
279,310,880

28,720,751
34,982,866
76,183,789
139,887,406

TOTAL ASSETS

Rs

581,729,784

455,706,077

EQUITY AND LIABILITIES
CAPITAL AND RESERVES
Stated capital
Accumulated losses
TOTAL EQUITY

14

100,000,000
( 111,587,060)
( 11,587,060)

100,000,000
( 102,956,737)
( 2,956,737)

NON-CURRENT LIABILITIES
Borrowings
Gratuity obligations

15
21

9,061,098
1,336,000
10,397,098

119,386,464
119,386,464

CURRENT LIABILITIES
Borrowings
Trade and other payables

15
16

113,881,159
469,038,587
582,919,746
593,316,844

37,839,196
301,437,154
339,276,350
458,662,814

Rs

581,729,784

455,706,077

}
}

DIRECTORS

TOTAL LIABILITIES
TOTAL EQUITY AND LIABILITIES
Authorised for issue by the board of
directors on and signed on its behalf by:

The notes on pages 13 to 38 form an integral part of these financial statements
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STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2011

At 30 June 2009
Comprehensive loss
Loss for the year
Total comprehensive loss
Transaction with owners
Issue of shares
Total transaction with owners
At 30 June 2010
Comprehensive loss
Loss for the year
Total comprehensive loss
At 30 June 2011

Rs

Stated
capital
Rs
50,000,000

Retained
earnings
Rs
(6,567,776)

Total
Equity
Rs
43,432,224

-

( 96,388,961)
( 96,388,961)

(96,388,961)
(96,388,961)

50,000,000
50,000,000

-

50,000,000
50,000,000

100,000,000

(102,956,737)

( 2,956,737)

-

( 8,630,323)
( 8,630,323)

( 8,630,323)
( 8,630,323)

100,000,000

(111,587,060)

(111,587,060)

The notes on pages 13 to 38 form an integral part of these financial statements
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STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2011
2011
Rs

2010
Rs

( 7,346,311)

(113,905,182)

9
12
6
6

50,196,648
1,000,000
13,325,947
( 9,953,276)

21,890,801
1,612,474
11,257,216
( 1,117,839)

Operating profit/(loss) before working capital changes
Increase in inventories
Increase in trade and other receivables
Increase in trade and other payables
Increase in gratuity obligations
21
Cash generated from operations
Interest paid
Interest received
Contributions to pension
Net cash generated from operating activities

47,223,008
( 7,478,536)
( 61,560,122)
189,696,424
1,686,000
169,566,774
( 13,325,947)
1,337,607
(
350,000)
157,228,434

( 80,262,530)
( 28,720,751)
( 32,732,477)
277,669,601
135,953,843
( 11,257,216)
1,117,839
125,814,466

Cash flow from investing activities
Purchase of property, plant and equipment
Investment in Subsidiary

( 34,873,268)
(
1,000)

(228,655,282)
-

(34,874,268)

(228,655,282)

Cash flow from financing activities
Proceeds from issue of capital
Repayment of loan from related party
Receipts of loan proceeds from related party
Repayment of bank loan
Finance lease principal (payments)/proceeds

(174,594,991)
154,528,000
( 19,500,000)
( 2,174,822)

50,000,000
(17,250,000)
130,000,000
10,611,752

Net cash (used in)/from financing activities

( 41,741,813)

173,361,752

80,612,353
59,569,880

70,520,936
( 10,951,056)

140,182,233

59,569,880

Note
Cash flow from operating activities
Loss before taxation
Adjustments for:
Depreciation on property, plant and equipment
Provision for impairment of receivables
Interest expense
Interest income

Net cash used in investing activities

Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

Rs

The notes on pages 13 to 38 form an integral part of these financial statements
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LOTTOTECH LTD

NOTES TO THE FINANCIAL STATEMENTS – 30 JUNE 2011
1

GENERAL INFORMATION

The Company is incorporated and domiciled in the Republic of Mauritius as a private company with
limited liability. Its registered office is situated at Ground Floor, HSBC Centre, Ebène, CyberCity, Mauritius.
The Company is the operator of the Mauritius National Lottery.
2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies adopted in the preparation of these financial statements, which
have been applied consistently, are set out below:
2.1 Basis of preparation
The financial statements of Lottotech Ltd have been prepared in accordance with and comply with
International Financial Reporting Standards (“IFRS”) and IFRIC interpretations. The financial statements
have been prepared under the historical cost convention.
The preparation of financial statements in accordance with IFRS requires the use of certain critical
accounting estimates. It also requires management to exercise their judgement in the process of
applying the Company’s accounting policies. The areas involving a higher degree of judgement or
complexity, or areas where assumptions and estimates are significant to the financial statements are
disclosed below. The Company was in a net liability position of Rs 11,587,060 at 30 June 2011 and its
ultimate parent has confirmed its intention to provide continuing financial support to the Company so as
to enable the Company to continue operation in the foreseeable future. Consequently, the directors have
prepared the financial statements on a going concern basis.
Significant accounting judgements and estimates
Estimates and judgements are continually evaluated and are based on historical experience and
other factors, including expectations of future events that are believed to be reasonable under the
circumstances. The Company 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 addressed below.
(i)

Deferred tax assets

Deferred tax assets are recognised for all unused tax losses and unused tax credits to the extent that
it is probable that taxable profit will be available against which the losses can be utilised. Significant
management judgement is required to determine the amount of deferred tax assets that can be
recognised, based upon the likely timing and level of future taxable profits together with future tax
planning strategies.
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LOTTOTECH LTD

NOTES TO THE FINANCIAL STATEMENTS
– 30 JUNE 2011 (CONT’D)
2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

2.1

Basis of preparation (Cont’d)

Changes in accounting policies and disclosures
(a)

New and amended standards adopted by the Company.

The following new standards and amendments to standards are mandatory for the first time for the
financial year beginning 01 July 2010 and is relevant to the Company’s operations.
• IAS 27 (revised) requires the effects of all transactions with non-controlling interests to be recorded
in equity if there is no change in control and these transactions will no longer result in goodwill or
gains and losses. The standard also specifies the accounting when control is lost. Any remaining
interest in the entity is re-measured to fair value, and a gain or loss is recognised in profit or loss.
IAS 27 (revised) has had no impact on the current period, as none of the non-controlling interests
have a deficit balance; there have been no transactions whereby an interest in an entity is
retained after the loss of control of that entity, and there have been no transactions with
non-controlling interests. The revised standard has no effect on the Company’s operations.
• IAS 17, ‘Leases’ (amendment) clarifies that when a lease includes both land and buildings
elements, an entity shall assess the classification of each element as a finance or an operating
lease separately. The application of the amendment does not have a significant impact on the
Company’s financial statements.
(b) Standards, amendments and interpretations effective in 2010 but not relevant to the
Company’s operations
The following standards, amendments and interpretations are mandatory for the first time for the
financial year beginning 01 July 2010 but are not relevant to the Company’s operations:
• IAS 1 (amendment), ‘Presentation of financial statements’. The amendment clarifies that the
potential settlement of a liability by the issue of equity is not relevant to its classification as
current or non current. By amending the definition of current liability, the amendment permits a
liability to be classified as non-current (provided that the entity has an unconditional right to defer
settlement by transfer of cash or other assets for at least 12 months after the accounting period)
notwithstanding the fact that the entity could be required by the counterparty to settle in shares
at any time.
• IAS 32 (amendment), ‘Classification of rights issues’, issued in October 2009. The amendment
applies to annual periods beginning on or after 1 February 2010;
• IAS 36 (amendment), ‘Impairment of assets’ - effective 01 January 2010;
• IFRS 2 (amendment), ‘Group cash-settled share-based payment transactions’ – effective from 01
January 2010.
• IFRS 5 (amendment), ‘Non-current assets held for sale and discontinued operations’ – The
amendment clarifies that IFRS 5 specifies the disclosures required in respect of non-current
assets (or disposal groups) classified as held for sale or discontinued operations. It also clarifies
that the general requirement of IAS 1 still applies, in particular paragraph 15 (to achieve a fair
presentation) and paragraph 125 (sources of estimation uncertainty) of IAS 1.
• IFRIC 19, ‘Extinguishing financial liabilities with equity instruments’, effective 1 July 2010.

14
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LOTTOTECH LTD

NOTES TO THE FINANCIAL STATEMENTS
– 30 JUNE 2011 (CONT’D)
2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

2.1 Basis of preparation (Cont’d)
Changes in accounting policies and disclosures (Cont’d)
(c)

New standards, amendments and interpretations issued but not effective for the financial year
beginning 01 July 2010 and not early adopted.

•

IAS 24 (revised), ‘Related party disclosures’, issued in November 2009. It supersedes IAS 24,
‘Related party disclosures’, issued in 2003. IAS 24 (revised) is mandatory for periods beginning
on or after 1 January 2011;

•

IFRIC 14 (amendment), ‘Prepayments of a minimum funding requirement’, issued for annual
periods beginning 01 January 2011;

•

IFRS 9, ‘Financial instruments’- issued in November 2009. The standard is not applicable until
1 January 2013;

•

IFRS 10, ‘Consolidated Financial statements’ – issued for annual periods beginning
01 January 2013;

•

IFRS 11, ‘Joint Arrangements’ – issued for annual periods beginning 01 January 2013;

•

IFRS 12, ‘Disclosure of interest in other entities’ – issued for annual periods beginning
01 January 2013;

•

IFRS 13, ‘Fair Value Measurements’ – issued for annual periods beginning 01 January 2013.

The Company did not early adopt new or amended standards in 2010 and the directors are
assessing the relevance of the above standards, amendments and interpretations to the 2011
financial statements
2.2

Turnover

Turnover represents gross ticket sales which comprise the wagers placed across a portfolio of games
that include draw-based games and scratch cards.
2.3 Prize liability
The draw-based game is operated under a prize pool mechanism under which a predetermined
percentage of the ticket sales is allocated to prizes. To the extent that the actual prizes won on the
draw vary from the predetermined percentage, the relevant prize is carried forward under a rollover
to subsequent draws. The liability for prizes is recognised at the time of the draw in line with the
predetermined percentage for that game.
The liability for scratch cards prizes are recognised as a percentage of ticket sales in line with the
theoretical prize payout for that game.
If prizes remain unclaimed for (i) 180 days from the date of the draw-based game and (ii) 90 days from
the close of a scratch card game, the unclaimed prizes are transferred from the prize liability
account to the National Solidarity Fund. Those payments are not charged to the statement of
comprehensive income as they are already included in the prize liability.
2.4 Consolidated Fund
The Consolidated Fund is a fund managed by the Government.
Amount charged to the statement of comprehensive income represents a percentage arising from
gross ticket and scratch card sales net of prize monies paid.
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LOTTOTECH LTD

NOTES TO THE FINANCIAL STATEMENTS
– 30 JUNE 2011 (CONT’D)
2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

2.5 Revenue recognition
•

Revenue from ticket sales

Income arises across a portfolio of games that includes a draw-based game and scratch cards.
For the draw-based game, income is recognised on a draw-by-draw basis, at the point at which the
draw takes place.
Income from scratch cards is recognised at the point of sale by retailers. The retailer system provides
information on when a new booklet of tickets is activated for sale and when prizes are validated on
individual tickets, but not on sale of individual tickets. Recognition at the point of sale by retailers is
established using one of three below criteria:
(i)

The retailer validates a second book of the same game; or

(ii)

Prizes of 50% in a booklet have been validated; or

(iii) 14 days from activation of a booklet.
All income is derived from Mauritius and Rodrigues.
The presentation of net income is consistent with common practice within the gaming industry.
Ticket sales are accounted for under IAS 18 Revenue recognition.
Operating profit or loss is recorded and disclosed net of prize payouts and amounts due to the
Consolidated Fund.
•

Interest income

Interest income is recognised on a time-proportion basis, taking account of the principal
outstanding and the effective rate over the period to maturity, when it is determined that such income
will accrue to the Company.
2.6 Retailers’ commissions
The Company pays commissions to third party retailers who act as agents on behalf of the Company
under a standard commission structure, fixed at a percentage of total sales. In addition, validation
commission is paid on prizes for the draw-based game. Similar commission structure is applicable
for Field Sales and Technical Representative in Rodrigues.
2.7 Foreign currency translation
•

Functional and presentation currency

Items included in the financial statements of the Company are measured using the currency of the
primary economic environment in which the entity operates (“the functional currency”).
The functional currency of the Company is Mauritian Rupees (“Rs”). The financial statements are
presented in Rs, which is the Company’s functional and presentation currency.
•

Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing at the dates of the transactions or valuations where items are remeasured. Foreign
exchange gains and losses resulting from the settlement of such transactions and from the
translation at year-end exchange rates of monetary assets and liabilities denominated in foreign
currencies are recognised in the statement of comprehensive income.

16
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NOTES TO THE FINANCIAL STATEMENTS
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
2.7

Foreign currency translation (Cont’d)

• Transactions and balances (Cont’d)
All foreign exchange gains and losses are presented in the statement of comprehensive income
within the ‘finance income and cost’.
Changes in the fair value of monetary securities denominated in foreign currency classified as
available for sale are analysed between translation differences resulting from changes in the
amortised cost of the security and other changes in the carrying amount of the security.
Translation differences related to changes in amortised cost are recognised in the profit or loss, and
other changes in carrying amount are recognised in other comprehensive income.
2.8

Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation.
Depreciation is calculated on the straight line basis at annual rates estimated to write off the cost of
each asset to their residual values over their expected useful lives from the date they are available
for use. The annual rates used are:
Leasehold improvements

5 - 10 years

Equipment

3 - 10 years

Furniture and fittings
Motor vehicles

10 years
6 -

7 years

Depreciation is provided in full in the month of addition and in respect of assets written off and
disposed, up to the month of write off and disposal. Gains and losses on disposals are determined by
comparing proceeds with carrying amount and are included in statement of comprehensive income.
Property, plant and equipment are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable. An impairment is
recognised for the amount by which the carrying amount of the asset exceeds its recoverable
amount, which is the higher of an asset’s net selling price and value in use. For the purpose of
assessing impairment, assets are grouped at the lowest level from which there are separately
identifiable cash flows.
Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will flow
to the Company and the cost of the item can be measured reliably. The carrying amount of the
replaced part is derecognised. All other repairs and maintenance are charged to the statement of
comprehensive income during the financial year in which they are incurred.
The asset’s residual values and useful lives are reviewed and adjusted if necessary, at end of each
reporting period.
Property, plant and equipment which have been funded through finance leases are depreciated using
the same rates as for similar owned assets.
Gains and losses on disposal are determined by comparing the proceeds with the carrying amount
and are recognised within ‘administrative expenses’ in the statement of comprehensive income.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

2.9

Inventories

Inventories are stated at lower of cost and net realisable value. Cost is determined using the first-in,
first-out (“FIFO”) method. The cost includes cost of raw materials, insurance, freight, customs duty
and any other direct costs. Net realisable value is the estimated selling price in the ordinary course
of business, less applicable variable selling expenses.
2.10

Trade receivables

Trade receivables are amounts due from customers for tickets sold in the ordinary course of business.
If collection is expected in one year or less (or in the normal operating cycle of the business, if longer),
they are classified as current assets. If not, they are presented as non-current assets.
Trade receivables are recognised initially at fair value and subsequently measured at amortised cost
using the effective interest method, less provision for impairment. A provision for impairment of trade
receivables is established when there is objective evidence that the Company will not be able to
collect all amounts due according to the original terms of receivables. Significant financial difficulties
of the retailer, probability that the retailer will enter into bankruptcy or financial reorganisation, and
default or delinquency in payments are considered indicators that the trade receivable is impaired.
The amount of the provision is the difference between the asset’s carrying amount and the present
value of estimated future cash flows, discounted at the effective interest rate.
2.11

Cash and cash equivalent

Cash and cash equivalents includes cash in hand, deposits held at call with banks, other short-term
investments with original maturities of three months or less and bank overdrafts. Bank overdrafts are
shown within borrowings in the current liabilities on the statement of financial position.
2.12

Stated capital

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new
shares are shown in equity as a deduction, net of tax, from the proceeds.
2.13

Trade payables

Trade payables are obligations to pay for goods or services that have been acquired in the ordinary
course of business from suppliers. Trade payables are classified as current liabilities if payment is due
within one year or less (or in the normal operating cycle of the business if longer). If not, they are
presented as non-current liabilities.
Trade payables are recognized initially at fair value and subsequently measured at amortised cost
using the effective interest method.
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2.14

Borrowings

Borrowings are recognized initially at fair value, net of transaction costs incurred. Borrowings are
subsequently stated at amortised cost; any difference between the proceeds (net of transaction
costs) and the redemption value is recognized in the statement of comprehensive income over the
period of the borrowings using the effective interest method.
Borrowings are classified as current liability unless the Company has an unconditional right to defer
settlement of the liability for at least 12 months after the reporting date.
Fees paid on the establishment of loan facilities are recognized as transaction costs of the loan to
the extent that it is probable that some or all of the facility will be drawn down. In this case, the fee
is deferred until the draw-down occurs. To the extent that there is evidence that it is probable that
some or all of the facility will be drawn down, the fee is capitalized as a pre-payment for liquidity
services and amortised over the period of the facility to which it relates.
Bank overdrafts, bank loans and finance lease liabilities are included in borrowings in the statement
of financial position.
2.15

Current and deferred income tax

The tax expense for the period comprises current and deferred income tax and Corporate Social
Responsibility (“CSR”) tax. Tax is recognized in the statement of comprehensive income, except to the
extent that it relates to items recognized in other comprehensive income or directly in equity.In this
case, the tax is also recognized in other comprehensive income or directly in equity, respectively.
The current income tax charge is calculated on the basis of the tax laws enacted or substantively
enacted at the reporting date. Management periodically evaluates positions taken in tax returns with
respect to situations in which applicable tax regulation is subject to interpretation. It establishes
provisions where appropriate on the basis of amounts expected to be paid to the tax authorities.
Deferred income tax is provided in full, 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 to determine deferred income tax.
The principal temporary differences arise from accelerated capital allowances and provision for
gratuity obligations, provision for bad debts, unrealized exchange differences on revenue items and
accumulated tax losses.
Deferred income tax assets are recognized to the extent that it is probable that future taxable profit
will be available against which the temporary differences can be utilised. Management applies
judgement to determine whether sufficient future taxable profit will be available after considering,
amongst others, factors such as cashflows and budgets.
Deferred income tax assets and liabilities are offset when the deferred income tax assets and
liabilities relate to the income taxes levied by the same taxation authority on either the same taxable
entity or different entities where there is no intention to settle the balances on a net basis.
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2.16 Provisions
Provisions are recognised when the Company has a present legal or constructive obligation as a
result of past events, it is probable that an outflow of resources will be required to settle the
obligation, and a reliable estimate of the amount can be made. Provisions are not recognised for
future operating losses.
Where there are a number of similar obligations, the likelihood that an outflow will be required in
settlement is determined by considering the class of obligations as a whole. A provision is recognised
even if the likelihood of an outflow with respect to any one item included in the same class of
obligations may be small.
Provisions are measured at the present value of the expenditures expected to be required to settle the
obligation using a pre-tax rate that reflects current market assessments of the time value of money and
the risks specific to the obligation. The increase in the provision due to passage of time is recognised
as interest expense.
2.17 Related parties
Parties are considered to be related if one party has the ability to control the other party or exercise
significant influence over the other party in making financial and operating decisions.
2.18 Employee benefits
(a)

Gratuity on retirement

Employees are entitled to a gratuity payment on retirement under the terms of the Employment Rights
Act 2008.
The net present value of gratuity obligations payable under the Employment Rights Act 2008 is
calculated by a qualified actuary and is provided for. The obligations arising from this item is not funded.
Other employee benefits include wages, salaries, social security contributions and travelling. These
costs are charged to the statement of comprehensive income when incurred.
•

Employee leave entitlement

Employee entitlement to annual leave and other benefits are recognised when they accrue to the
employees. Provisions are made for the estimated liability for annual leave and other benefits as a
result of services rendered by employees up to the reporting date.
(b)

Pensions and other employee benefits

The Company contributes to a defined contribution pension scheme on selected employees. The
pension plan is funded by payments from employees and the Company. A defined contribution plan
is a pension plan under which the Company pays fixed contributions into a separate entity (a fund) and
will have no legal or constructive obligations to pay further contributions if the fund does not hold
sufficient assets to pay all employee benefits relating to employee service in the current and prior
periods. The contributions are recognised as employee benefit expense when they are due. Prepaid
contributions are recognised as an asset to the extent that a cash refund or a reduction in the future
payments is available.
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2.18

Employee benefits (Cont’d)

(c)

Termination benefits

Termination benefits are payable when employment is terminated by the Company before the normal
retirement date, or whenever an employee accepts voluntary redundancy in exchange for these
benefits. The Company recognises termination benefits when it is demonstrably committed to either:
terminating the employment of current employees according to a detailed formal plan without
possibility of withdrawal; or providing termination benefits as a result of an offer made to encourage
voluntary redundancy. Benefits falling due more than 12 months after the reporting date are discounted
to present value.
2.19

Impairment of non financial assets

Assets that have an indefinite useful life, for example, goodwill or intangible assets not ready for use,
are not subject to amortisation are reviewed for impairment whenever events or changes in
circumstances indicate that that the carrying amount may not be recoverable. An impairment loss is
recognised for the amount by which the asset’s carrying amount exceeds its recoverable amount.
The recoverable amount is the higher of an asset’s fair value less cost to sell and value in use. For the
purpose of assessing impairment, assets are grouped at the lowest levels for which there are
separately identifiable cash flows (cash generating units). Non financial assets other than goodwill
that suffered impairment are reviewed for possible reversal of the impairment at each reporting date.
2.20

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are
not quoted in an active market. They are included in current assets, except for maturities greater than
12 months after the end of the reporting period. These are classified as non-current assets.
The Company’s loans and receivables comprise ‘trade and other receivables’, and ‘cash and cash
equivalents’ in the statement of financial position.
2.21

Finance leases

Leases of property, plant and equipment where the Company retains substantially all the risks and
rewards of ownership are classified as finance leases. Finance leases are capitalized at the inception
of the lease at the lower of the fair value of the leased property or the present value of the minimum
lease payments. Each lease payments is allocated between the liability and finance charges using the
effective interest method. The corresponding rental obligations, net of finance charges, are included
under non-current liabilities, except for the portion that is repayable within one year which is included
under the current liabilities. The interest element of the finance lease is charged to the profit and loss
over the lease period.
2.22

Financial instruments

Financial instruments carried on the statement of financial position include trade and other
receivables, cash and cash equivalents, borrowings and trade and other payables. The particular
recognition methods adopted are disclosed in the individual policy statements associated with
each item.
Disclosures about financial instruments to which the Company is a party are provided in Note 3.
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2.23 Expenses
Expenses are accounted for on an accrual basis. All expenses are charged to the statement of
comprehensive income.
2.24 Investment in subsidiary
Subsidiaries are all entities over which the Group has the power to govern the financial and
operating policies generally accompanying a shareholding of more than one half of the voting rights.
The existence and effect of potential voting rights that are currently exercisable or convertible are
considered when assessing whether the Group controls another entity. Subsidiaries are fully
consolidated from the date on which control is transferred to the Group. They are de-consolidated
from the date the control ceases.
Investments in subsidiaries are accounted for at cost less impairment. Cost is adjusted to reflect
changes in consideration arising from contingent consideration amendments. Cost also includes
direct attributable costs of investment.
The Company has taken advantage of paragraph 10 of the International Acccounting Standards 27
(IAS 27), consolidated and separate financial statements which dispenses it from the preparation of
consolidated financial statements, as it is a subsidiary of Gamma-Civic Ltd, which itself prepares
consolidated financial statements in accordance with IFRSs. The consolidated financial statements
of Gamma-Civic Ltd are available for public use at its registered office at Royal Road, Chapman Hill,
Beau Bassin, Republic of Mauritius. The shareholders do not object to the company not
presenting consolidated financial statements in these circumstances.
3

FINANCIAL RISK MANAGEMENT

The Company’s activities expose it to a variety of financial risks, including market risk (foreign
exchange risk and interest rate risk); credit risk and liquidity risk. A description of the significant risk
factors is given below together with the risk management policies applicable.
The Company’s overall risk management programme focuses on the unpredictability of financial
markets and seeks to minimise potential adverse effects on the Company’s performance.
Risk management is carried out by the management under policies approved by the Board
of Directors.
Market Risk
(i)

Currency risk

Foreign exchange risk arises when future commercial transactions or recognised assets or liabilities
are denominated in a currency that is not the entity’s functional currency.
The Company carries its operations locally and therefore is not exposed to foreign exchange risk
except for transactions with suppliers and bank accounts denominated in foreign currency, which are
mainly United States Dollars (“USD”). As such, the Company is exposed to the exchange rate
movement of the Mauritian Rupee against the United States Dollars.
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(i)

Currency risk (Cont’d)

The currency profile of the Company’s financial assets and liabilities which are denominated in
foreign currency is summarised as follows:

Mauritian rupee
United states dollar
Euro

Financial
assets
2011
Rs

Financial
liabilities
2011
Rs

Financial
assets
2010
Rs

Financial
liabilities
2010
Rs

234,434,170
965,955
2,585,831
Rs 237,985,956

586,017,179
5,963,664
591,980,843

110,286,052
520,552
110,806,604

447,748,284
13,914,530
461,662,814

Prepayments amounting to Rs 5,125,637 (2010 – Rs 17,573,281) have not been included in the
financial assets and liabilities.
At 30 June 2011, if the Mauritian rupee (“Rs”) had weakened/strengthened by 5% against the United
States Dollar (“USD”) with all other variables held constant, pre-tax loss for the year would have
increased/decreased by Rs 249,885 (2010 – Rs 470,762), mainly as a result of currency differences
on translation of USD denominated trade payables and bank balances.
At 30 June 2011, if the Mauritian rupee (“Rs”) had weakened/strengthened by 5% against the
EURO (“EUR”) with all other variables held constant, pre-tax loss for the year would have
increased/decreased by Rs 129,292 (2010 – Rs NIL), mainly as a result of currency differences on
translation of EUR denominated trade payables and bank balances.
To date, the Company has not engaged in any hedging transactions to mitigate its risks relating to
exchange rate fluctuations.
(ii)

Interest rate risk

The Company’s income and operating cash flows may be affected by changes in market interest
rates. The Company’s policy is to maximise returns on interest-bearing assets.
Interest rate risk arises on its cash and cash equivalents and borrowings balances.
Borrowings comprise of bank loans and obligations under finance lease.
Finance lease carries a floating rate and thus do expose the Company to interest rate risk.
At 30 June 2011, if interest rate on finance lease had been 50 basis points higher/lower with all other
variables held constant, the pre-tax loss for the year would be Rs 58,218 higher/lower
(2010- Rs 53,650) mainly as a result of higher/lower interest income earned on bank balances.
The cash and cash equivalents, bank loans and overdraft balance carry interest at variable rates and
therefore expose the Company to interest rate risk.
At 30 June 2011, if interest rate on cash and cash equivalents had been 50 basis points higher/lower
with all other variables held constant, the pre-tax loss for the year would be Rs 148,411 higher/lower
(2010- Rs 404,644) mainly as a result of higher/lower interest income earned on bank balances.
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(iii)

Credit risk

Credit risk is managed on Company-wide basis. Credit risk arises from cash and cash equivalents
as well as credit exposures to customers, including outstanding receivables.
For cash and cash equivalents, the Company manages its credit risk by banking with reputable
financial institutions. The directors assess the credit quality of the customer, taking into account its
financial position, past experience and other factors. Individual risk limits are set based on internal
ratings in accordance with limits set by the management. The utilisation of credit limits is regularly
monitored. The maximum credit exposure at the statement of financial position date is the carrying
amount of the financial assets.
The maximum exposure with respect to credit risk arise from default of the counter party with a
maximum exposure equal to the carrying amount of the Company’s financial assets. Management
is of view that credit risk exposure is low at 30 June 2011.
The directors believe that the Company has no significant concentration of credit risk and services
are rendered to retailers with an appropriate credit history.
The aged analysis of trade receivables is disclosed in Note 12.
(iv)

Liquidity risk

Prudent liquidity risk management implies maintaining sufficient cash and the availability of funding
through an adequate amount of committed credit facilities and the ability to close our market positions.
The table below analyses the Company’s financial liabilities into relevant maturing groupings based
on the remaining period at the reporting date to maturity date. The amounts disclosed in the table
are contractual undiscounted cash flows. Balances due within 12 months equal their carrying
amounts as the impact of discounting is not significant.
As at 30 June 2011

LIABILITIES
Borrowings
Trade and other payables
Rs
As at 30 June 2010

LIABILITIES
Borrowings
Trade and other payables
Rs
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Less than
one year
Rs

Between 1 to
5 years
Rs

Total
Rs

113,881,159
469,038,587
582,919,746

10,389,459
10,389,459

124,270,618
469,038,587
593,309,205

Less than
one year
Rs

Between 1 to
5 years
Rs

Total
Rs

37,839,196
301,437,154

131,044,208
-

168,883,404
301,437,154

339,276,350

131,044,208

470,320,558
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(iv)

Liquidity risk (Cont’d)

Borrowings comprise of a bank loan of Rs 110,500,000 which the Company has settled on
01 July 2011, subsequent to the reporting date.
Fair values
The carrying amounts of trade and other receivables, cash in hand and at bank, borrowings and trade
and other payables approximate their fair values. Financial assets and liabilities which are accounted
for at historical cost are carried at values which may differ materially from their fair values.
(v)

Capital risk management

The Company’s objectives when managing capital are to safeguard its ability to continue as a
going-concern in order to provide returns for shareholders and benefits for other shareholders and
to maintain an optimal capital structure to reduce the cost of capital.
In order to maintain or adjust the capital structure, the Company may adjust the amount of dividends
paid to shareholders, return capital to shareholders, issue new shares or sell assets to reduce debt.
The Company monitors capital on the basis of the gearing ratio. The ratio is calculated as net debt
divided by total capital. Net debt is calculated as total borrowings (including current and
non – current borrowings) less cash and cash equivalents. Total capital is calculated as ‘equity’ as
shown in the statement of financial position plus net debt.
The gearing ratio at 30 June 2011 was as follows:

Total borrowings (Note 15)
Less cash and cash equivalents (Note 13)

2011
Rs
122,942,257
(140,980,935)

2010
Rs
157,225,660
(76,183,789)

Net (cash)/debt
Total equity

( 18,038,678)
( 11,587,060)

81,041,871
(2,956,737)

( 29,625,738)

78,085,134

0%

104%

Total capital
Gearing ratio

Rs

The Company is not geared.
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NET INCOME
2011

2010

Rs

Rs

Gross Ticket Sales

3,161,490,780

1,884,960,040

Draw-based game

1,835,467,220

1,083,961,860

Scratch cards

1,326,023,560

800,998,180

Prizes

(1,703,562,933)

(1,016,731,338)

Consolidated fund

( 844,556,503)

( 503,668,836)

613,371,344

364,559,866

2011
Rs

2010
Rs

Retailers’ and other commissions

174,085,367

104,087,306

*Gaming systems and data communication Costs

223,014,647

186,240,526

Administrative expenses

220,244,970

177,997,839

100,968,725
54,319,750
18,181,757
15,004,721
5,678,891

51,316,816
26,046,681
10,550,903
4,293,746

550,000
115,000

460,000
115,000

Rs
5

OPERATING LOSS

The following items have been charged in arriving
at the operating loss:

Administrative expenses mainly comprise
of the following:
Staff Costs (Note 7)
Management fee
Marketing administrative expenses
Rent and utilities
Motor vehicle expenses
Fees payable to auditor for:
Audit services
Other services

*Gaming systems and data communication costs include the cost of maintaining software,terminals,
and the communication network, costs associated with the purchase of scratch cards, tickets and
consumables, together with depreciation of gaming systems and terminal and data communications
equipment.
Included within gaming systems and data telecommunication costs are: Rs 49,598,052
(2010: Rs 28,548,007) for ticket and rolls; Rs 20,565,726 (2010: Rs 16,937,819) for draw operation
expenses; Rs 50,196,648 (2010: Rs 21,890,801) for depreciation on owned assets and
Rs 35,969,950 (2010: Rs 25,316,762) for technology fees.
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NET FINANCE INCOME/(COSTS)
2011

2010

Rs

Rs

Bank overdraft

( 1,843,284)

(2,999,289)

Bank loan

( 10,414,800)

(8,257,927)

Leases

( 1,067,863)

-

( 13,325,947)

(11,257,216)

Bank balances

1,337,607

1,117,839

Loan to a related party (Note 17(iv)

8,615,669

-

( 3,372,671)

(10,139,377)

2011
Rs

2010
Rs

96,804,953
4,163,772

48,653,513
2,663,303

100,968,725

51,316,816

Interest expense on:

Interest income on:

NET FINANCE INCOME/(COSTS)
7

Rs

STAFF COSTS

Wages and Salaries
Staff welfare benefits
Rs
8

INCOME TAX EXPENSE/(CREDIT)

The Company is liable to income tax on its profits, as adjusted for income tax purposes, at the rate
of 15% (2010 – 15%).
(a)

Charge for the year

Based on (loss)/profit for the year, as adjusted for tax
purposes, at 15%
Corporate social responsibility tax
Overprovision of deferred tax assets in previous year
Deferred income tax credit (Note 20)
Income tax expense/(credit)
Rs

2011
Rs

2010
Rs

1,998,308
( 714,296)
1,284,012

( 17,516,221)
( 17,516,221)
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INCOME TAX EXPENSE/(CREDIT) (Cont’d)

(b) Current income tax liabilities
Income tax liabilities is NIL in 2011 (2010: NIL)
Corporate Social Responsibility (“CSR”)
Every company shall, every year, set up a CSR fund equivalent to 2% of its book profit derived
during the preceding period to:
• Implement an approved programme by the Company;
•

Implement an approved programme under the National Empowerment Foundation; or

•

Finance an approved NGO.

Under the sub – part in the Finance Act 2009 relating to CSR, book profits means the profit computed
in accordance with IFRS, after income tax and:
1.

as reduced by the profit on disposal or revaluation of fixed assets, where any such profit or
revaluation is credited to profit and loss account; and

2.

as increased by the loss on disposal or revaluation of fixed assets, where any such loss or
revaluation is debited to profit or loss account.

A reconciliation between the actual rate of income tax charge of Rs 1,284,012 (2010 – income tax credit of
Rs 17,516,221) and the tax calculated at the applicable income tax rate of 15% (2010 – 15%) is as follows:

(

Loss for the year
Tax on the loss for the year, as adjusted
for tax purposes at 15% (2010 : 15%)
Non-tax deductible expense
Over/(Under) provision of deferred tax asset in
prior year (Note 20)
Effective income tax charge/(credit)

Rs

2011
Rs

2010
Rs

7,346,311)

(113,905,182)

( 1,101,947)

(17,085,777)

387,651

8,625

1,998,308

(439,069)

1,284,012

(17,516,221)

The Company is liable to income tax at the rate of 15% on its chargeable income. At 30 June 2011, it
had accumulated tax losses of Rs 227,726,928 (2010: Rs 92,988,638) and therefore is not liable to
income tax. These tax losses can be utilised against future taxable profits and are available for set off
as follows:
Rs
Up to year ending 30 June 2014
2,816,383
Up to year ending 30 June 2015
76,850,201
Tax loss arising from capital allowances with no defined expiry date
148,060,344
Rs
227,726,928
Based on forecasted cash flows and budgets, the directors are of the opinion that sufficient taxable
profits will be available in the coming years to set off against the accumulated tax losses on which a
deferred tax assets has been recognised.

28

LOTTOTECH FINANCIAL STATEMENTS 2011

LOTTOTECH LTD

NOTES TO THE FINANCIAL STATEMENTS
– 30 JUNE 2011 (CONT’D)
9

PROPERTY, PLANT AND EQUIPMENT
Leasehold

Furniture and

Motor

Work in

improvements

Equipment

Fittings

vehicles

progress

Total

Rs

Rs

Rs

Rs

Rs

Rs

-

83,986,330

7,834,533

-

-

91,820,863

Additions

56,325,812

149,858,867

5,883,086

8,481,926

8,105,591

228,655,282

At 30 June 2010

56,325,812

233,845,197

13,717,619

8,481,926

8,105,591

320,476,145

8,427,877

24,910,981

1,195,725

3,545,310

-

38,079,893

8,105,591

-

-

-

( 8,105,591)

-

72,859,280

258,756,178

14,913,344

12,027,236

-

358,556,038

-

91,913

190,981

-

-

282,894

Charge for the year

2,838,787

16,981,479

1,197,888

872,647

-

21,890,801

At 30 June 2010

2,838,787

17,073,392

1,388,869

872,647

-

22,173,695

Charge for the year

16,147,435

30,750,345

1,506,344

1,792,524

-

50,196,648

At 30 June 2011

18,986,222

47,823,737

2,895,213

2,665,171

--

72,370,343

Net Book value
At 30 June 2011

53,873,058

210,932,441

12,018,131

9,362,065

-

286,185,695

At 30 June 2010

53,487,025

216,771,805

12,328,750

7,609,279

8,105,591

298,302,450

Cost:
At 30 June 2009

Additions
Transfer from Work
In Progress
At 30 June 2011

Accumulated depreciation:
At 30 June 2009

Depreciation expense of Rs 50,196,648 (2010: Rs 21,890,801) has been charged in Gaming systems
and data telecommunication costs.
Included in the net book value of property, plant and equipment are 17 motor vehicles (2010: 14)
held under finance lease amounting to Rs 6,751,935 (2010: Rs 9,784,227).
The Company leases various vehicles under non-cancellable finance lease agreements. The lease
terms are between five and six years and ownership of the assets lie within the Company.
Bank borrowings and bank overdraft is secured by a first rank floating charge on all assets of
the Company.
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INVESTMENT IN SUBSIDIARY

Cost:
At 01 July
Additions during the year
At 30 June

Rs

2011
Rs

2010
Rs

1,000

-

1,000

-

Details of the Company’s direct interest in its subsidiary company, which is incorporated in
Mauritius, is as follows
Name of Company

Gamlot
Technologies Ltd

Country of
incorporation

Mauritius

Activities

Year of
Description of Effective
incorporation shares held
percentage
holding

Leasing
of equipment

2011

Ordinary
shares

100%

The company has not prepared consolidated financial statements as the financial statement of
Gamlot Technologies Ltd has been consolidated by the Company’s ultimate parent, Gamma Civic Ltd.
The directors have assessed that the investment holding in Gamlot Technologies Ltd is not impaired
as at 30 June 2011.
11

INVENTORIES

Cost:
Instant cards
Ticket rolls and bet slips
Rs

2011
Rs

2010
Rs

30,760,115
5,439,172

25,995,327
2,725,424

36,199,287

28,720,751

Inventory consumed during the year amounted to Rs 49,598,052 (2010: Rs 28,548,007).
There is no obsolete stock at the reporting date.
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TRADE AND OTHER RECEIVABLES
Note

Trade and other receivables
Provision for impairment of receivables

Prepayments and deposits
Receivables from related parties

17(ii)
Rs

2011

2010

Rs

Rs

31,998,086
( 2,612,474)

16,436,008
(1,612,474)

29,385,612

14,823,534

5,485,688
67,259,358

18,131,332
2,028,000

102,130,658

34,982,866

The fair value of trade and other receivables approximates its carrying amounts as the effect of
discounting is not significant. All trade and other receivables are due within one year of the
reporting date.
At 30 June 2011, trade receivables of Rs 29,385,612 (2010: Rs 14,823,534) were considered as
neither past due nor impaired. These receivables relate to retailers who have a history of prompt
settlement and who were still within the credit limit allowed to them.
At 30 June 2011, trade receivables of Rs 2,612,474 (2010–Rs 1,612,474) were impaired.
The ageing analysis of these trade receivables is as follows

Up to 5 days
Over 5 days
Rs

2011
Rs

2010
Rs

629,451
1,983,023

1,612,474

2,612,474

1,612,474

The movement in provision for impairment of trade and other receivables are as follows:

At 01 July
Provision charged to profit and loss
At 30 June

Rs

2011
Rs

2010
Rs

1,612,474
1,000,000

1,612,474

2,612,474

1,612,474

The provision for impaired receivables has been included in profit and loss. Amounts charged to the
provision account are generally written off when there are no expectation of recovering additional cost.
The maximum exposure to credit risk at the reporting date is the fair value of each class of receivable.
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CASH AND CASH EQUIVALENTS

Cash and cash equivalents comprise of the following for the purpose of statement of cash flows:

Cash at bank and in hand
Bank overdraft

14

2010
Rs

140,980,935
( 798,702)

76,183,789
( 16,613,909)

Rs 140,182,233

59,569,880

STATED CAPITAL

Issued and fully paid:
Ordinary shares of no par
value each

15

2011
Rs

Rs

2011
Number

2011
Rs

2010
Number

2010
Rs

100,000

100,000,000

100,000

100,000,000

2011
Rs

2010
Rs

9,061,098

110,500,000
8,886,464

9,061,098

119,386,464

798,702
110,500,000
2,582,457

16,613,909
19,500,000
1,725,287

Rs 113,881,159

37,839,196

Rs 122,942,257

157,225,660

BORROWINGS

Non-current:
Bank loan
Finance leases
Rs
Current:
Bank overdraft
Bank loan
Finance leases

Total Borrowings
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BORROWINGS (Cont’d)

(a)

Bank borrowings

The bank loan is a 5 year term loan, bears interest at PLR + 0.75% and repayable in 60 consecutive
monthly instalments with the first loan instalment due after a 1 year moratorium from date of loan
disbursement (8 October 2009). The average interest rate for the year ended 30 June 2011 was 9%
p.a. (2010 - 9%).
The Company has a bank overdraft facility of Rs 50,000,000.
The bank loan and bank overdraft is secured by a first rank floating charge on all assets of
the Company.
(b)

Finance leases

The obligations under finance lease relate to motor vehicles with lease term between five and six
years. The company has the option to purchase the leased assets for a nominal amount at the
conclusion of the lease agreements.
The obligations under finance leases are effectively secured as the rights to the leased assets revert
to the lessor in the event of default. The rates of interest are of a floating nature calculated at 0.75%
over and above State Bank of Mauritius Prime Lending Rate. The fair value of obligations under
finance leases approximates their carrying amount.

Amount falling due:
Not later than 1 year
Later than 1 year but within 5 years

Future finance charges on finance leases
Present values of finance lease liabilities

The present values of finance lease liabilities
should be as follows:
Not later than 1 year
Later than 1 year but within 5 years
Present values of finance lease liabilities

Rs

Rs

2011
Rs

2010
Rs

3,507,418
10,389,459
13,896,877

2,522,792
9,469,415
11,992,207

( 2,253,322)

( 1,380,456)

11,643,555

10,611,751

2011
Rs

2010
Rs

2,582,457
9,061,098

1,725,287
8,886,464

11,643,555

10,611,751

The fair value of current borrowings equals their carrying amount, as the impact of discounting is not
significant. The carrying amount of short–term borrowings approximates their fair value.
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TRADE AND OTHER PAYABLES
Note

Trade payables and accruals
Amount due to related parties
Prize liability
Reserve fund
Consolidated Fund

17 (ii)

Rs

17

2011

2010

Rs

Rs

54,155,905
35,803,206
50,154,508
12,392,382
316,532,586

38,362,251
54,726,255
39,119,327
13,348,892
155,880,429

469,038,587

301,437,154

RELATED PARTY TRANSACTIONS

The directors consider Gamma-Civic Ltd, a company incorporated and domiciled in the Republic of
Mauritius, as the ultimate parent.
(i)

Transactions carried out with related parties:

Management fee charged by a fellow subsidiary
Interest recharged on advances made to the ultimate parent

34

LOTTOTECH FINANCIAL STATEMENTS 2011

2011
Rs

2010
Rs

54,319,750

26,046,861

8,615,669

-
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RELATED PARTY TRANSACTIONS (Cont’d)

(ii)

Year-end balances arising from transactions with related parties.

Amounts receivable from related parties (Note 12):
Fellow subsidiary
Immediate subsidiary
Ultimate parent
Rs

2011
Rs

2010
Rs

47,682,805
10,960,884
8,615,669
67,259,358

2,028,000
2,028,000

The amounts receivable from related parties is unsecured, interest free and repayable on demand.
The receivables from a fellow subsidiary and the immediate subsidiary pertain to amounts paid by
the Company on behalf of the related parties for the purchase and development of Lottery equipment
and software in Madagascar and Mauritius.
The receivables from the ultimate parent pertain to interest charged at 6% per annum on advances
made by the Company for the year under review.
During the year ended 30 June 2011, the Company provided advances amounting to Rs 152,500,000
(2010: Rs 56,000,000) to its ultimate parent, all of which was repaid during the year 30 June 2011 and
30 June 2010 respectively. The advances carried interest charge at 6% per annum.

Amounts payable to related parties (Note 12):
Ultimate parent
Fellow subsidiaries
Rs

2011
Rs

2010
Rs

22,208,447
13,594,759

54,503,505
222,750

35,803,206

54,726,255

The amounts payable to related parties are unsecured, interest free and repayable on demand.
The payables to the ultimate parent arise mainly on freehold improvements carried out by the latter
in prior years.
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RELATED PARTY TRANSACTIONS (Cont’d)

(iii)

Key management compensation

Key management includes directors. The compensation paid or payable to key management for
employee services is shown below:

Salaries and other short-term employee benefits

(iv)

2010
Rs

55,563,406

42,467,096

2011
Rs

2010
Rs

2,028,000
152,500,000
(154,528,000)
8,615,669

58,028,000
( 56,000,000)
-

8,615,669

2,028,000

Loans to related parties

At 01 July
Loans advanced during the year
Loan repayments received
Interest charged (Note 17 (i),(ii))

At 30 June

18

2011
Rs

CONTINGENCIES

At 30 June 2011, the Company had contingent liabilities in respect of bank guarantees in the
ordinary course of business amounting to Rs 5,000,000 from which it is anticipated that no material
liabilities will arise.
19

COMMITMENTS

Capital Commitments

Contracted for Property, Plant & Equipment
Authorised by the directors but not contracted for
Capital commitments for the 12 months after the
accounting date
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2011
Rs

2010
Rs

-

4,069,424
-

-

4,069,424
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DEFERRED TAX ASSETS

Deferred income tax asset
2011

2010

At 01 July
Overprovision of deferred tax assets in prior year (Note 8)
Deferred income tax charge/(credit) (Note 8)

Rs
( 17,516,221)
1,998,308
(
714,296)

Rs
( 17,516,221)

At 30 June

( 16,232,209)

( 17,516,221)

The movement in deferred income tax liabilities/(assets) is as follows:Accelerated
Gratuity
Provision for Accumulated
capital alllowances Obligations doubtful debts
tax losses

At 01 July

Unrealised
gains/losses

Total

Rs

Rs

Rs

Rs

Rs

Rs

(3,326,054)

-

(

241,871)

(13,948,296)

-

(17,516,221)

200,400)

(

150,000)

( 5,702,484)

75,980

-

(14,508,260)

-

1,998,308

391,871)

(34,159,040)

75,980

(16,232,209)

Charge/(Credit) to income
statement (Note 8)

5,262,608

(

(

714,296)

Over/(Under) provision of
deferred tax liabilities/
(assets) in prior year (Note 8)

16,506,568
18,443,122

(

200,400)

(

In 2010, subsequent to the approval of the financial statements, management have claimed capital
allowances of Rs 110,043,787 upon submission of the annual tax returns for the year ended 30 June
2010. Even though the Company was in a loss making position, management had subsequently
decided to claim capital allowances of Rs 110,743,787 as such allowances can be carried forward
indefinitely even when claimed.
The resulting deferred tax assets of Rs 16,506,568 arising on Accelerated Capital Allowances have
therefore been reclassified to deferred tax assets arising on Accumulated Tax Losses caption in the
above schedule.
The entity has a legally enforceable right to offset deferred tax asset with liabilities and the deferred tax
assets and the deferred tax liabilities relate to income taxes levied by the same taxation authority.
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GRATUITY OBLIGATIONS

The amount recognised in the statement of financial position is as follows:

At 01 July
Expense charged to the statement of comprehensive income
Payment
At 30 June

22

2011
Rs
1,686,000
( 350,000)
( 1,336,000)

2010
Rs
-

PRIOR YEAR RESTATEMENT

The directors have changed the presentation of the statement of comprehensive income.
Previously, the directors included the minimum required disclosure requirements as required
by IAS 1 ‘Presentation of financial statements’. The directors are of view that the current
presentation is more relevant to an understanding of the Company’s financial performance.
The change in presentation does not have an impact on the prior year results of the company.

23

POST BALANCE SHEET EVENTS

On 01 July 2011, subsequent to the year end, the Company repaid its bank loan amounting to
Rs 110,500,000 in full.
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