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1. introduction

This report outlines the forecasted performance for the period under review (year ending 31 March 2017) and requests approval for the 2017/18 budget. 

Forecasted information is based on the actual 11 months data to 28 February 2017 extrapolated to the full financial year. 
The 2017/18 budget is informed by management’s continued efforts to contain costs. To this end, costs are generally expected to increase in line with inflation while the tariff per Flight Information Region (FIR) crossings is to remain fixed at $9.6.

2. detailed analysis

The forecasted 31 March 2017 results and 2018 budget are summarized below. 
Table 1:   Statement of Financial Performance
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Forecast


2017/18 FY 


Budget


Variance


Variance


2015/16 FY 


Actual


 $


 $


$


%


 $


Revenue


VSAT III Revenue 


3,464,256


             


 


3,523,926


     


 


59,671


            


 


1.7%


3,447,807


         


 


Sundry Revenue


2,362


                    


 


-


               


 


(2,362)


             


 


(100.0%)


            


 


2,764


                


 


Foreign Exchange gain/(loss)


189,738


           


 


Total Revenue


3,466,618


             


 


3,523,926


     


 


57,309


            


 


1.7%


3,640,309


         


 


Salaries & Related Costs


405,668


                


 


419,867


        


 


14,198


             


 


3.5%


266,267


            


 


Traveling  and Accommodation Expenses


150,000


                


 


157,500


        


 


7,500


              


 


5.0%


57,142


              


 


Telecommunications Expenses


232,296


                


 


232,296


        


 


-


                  


 


0.0%


232,296


            


 


Bad Debt Expenses


298,405


                


 


258,304


        


 


(40,102)


           


 


(13.4%)


              


 


727,787


            


 


Bank Charges


3,044


                    


 


3,233


            


 


189


                 


 


6.2%


2,700


                


 


Commission Paid


46,279


                  


 


47,205


          


 


926


                  


 


2.0%


44,970


              


 


Electronic Maintenance


86,812


                  


 


91,153


          


 


4,341


               


 


5.0%


98,428


              


 


Indirect Costs


547,282


                


 


581,214


        


 


33,932


             


 


6.2%


531,342


            


 


ATNS Management Fees


519,993


                


 


528,589


        


 


8,596


              


 


1.7%


517,775


            


 


IATA Management Fees


40,000


                  


 


40,000


          


 


-


                  


 


0.0%


40,000


              


 


Network Management Costs


528,263


                


 


484,927


        


 


(43,336)


           


 


(8.2%)


                


 


349,272


            


 


Operational Expenses


2,858,044


             


 


2,844,287


     


 


(13,757)


           


 


(0.5%)


                


 


2,905,269


         


 


EBITDA


608,574


               


 


679,639


        


 


43,552


            


 


7.2%


735,041


           


 


Depreciation 


9,408


                    


 


109,865


        


 


100,457


          


 


1067.8%


31,480


              


 


Net Profit before Interest and Tax


599,166


                


 


569,774


        


 


(29,392)


           


 


(4.9%)


                


 


703,561


            


 


Net Funding


(1,340)


                  


 


18,532


          


 


19,871


             


 


(1483.4%)


          


 


(2,502)


              


 


Interest Received


1,340


                   


 


1,400


            


 


60


                   


 


4.5%


2,502


               


 


Interest Paid


-


                       


 


19,932


          


 


19,932


             


 


0.0%


-


                    


 


Net Profit Before Tax


600,506


               


 


551,242


        


 


(49,263)


           


 


(8.2%)


                


 


706,062


           


 


Taxation


316,055


                


 


290,127


        


 


(25,928)


           


 


(8.2%)


                


 


197,697


            


 


Net Profit /(Loss) After Tax


284,451


               


 


261,115


        


 


(23,336)


           


 


(8.2%)


                


 


508,365


           


 


DESCRIPTION




2016/17 FY 

Forecast

2017/18 FY 

Budget

Variance Variance

2015/16 FY 

Actual

 $  $ $ %  $

Revenue

VSAT III Revenue  3,464,256                3,523,926        59,671               1.7% 3,447,807           

Sundry Revenue 2,362                       -                  (2,362)                (100.0%)               2,764                  

Foreign Exchange gain/(loss) 189,738             

Total Revenue 3,466,618                3,523,926        57,309               1.7% 3,640,309           

Salaries & Related Costs 405,668                   419,867           14,198                3.5% 266,267              

Traveling  and Accommodation Expenses 150,000                   157,500           7,500                 5.0% 57,142                

Telecommunications Expenses 232,296                   232,296           -                     0.0% 232,296              

Bad Debt Expenses 298,405                   258,304           (40,102)              (13.4%)                 727,787              

Bank Charges 3,044                       3,233               189                    6.2% 2,700                  

Commission Paid 46,279                     47,205             926                     2.0% 44,970                

Electronic Maintenance 86,812                     91,153             4,341                  5.0% 98,428                

Indirect Costs 547,282                   581,214           33,932                6.2% 531,342              

ATNS Management Fees 519,993                   528,589           8,596                 1.7% 517,775              

IATA Management Fees 40,000                     40,000             -                     0.0% 40,000                

Network Management Costs 528,263                   484,927           (43,336)              (8.2%)                   349,272              

Operational Expenses 2,858,044                2,844,287        (13,757)              (0.5%)                   2,905,269           

EBITDA 608,574                  679,639           43,552               7.2% 735,041             

Depreciation  9,408                       109,865           100,457             1067.8% 31,480                

Net Profit before Interest and Tax 599,166                   569,774           (29,392)              (4.9%)                   703,561              

Net Funding (1,340)                     18,532             19,871                (1483.4%)             (2,502)                

Interest Received 1,340                      1,400               60                      4.5% 2,502                 

Interest Paid -                          19,932             19,932                0.0% -                      

Net Profit Before Tax 600,506                  551,242           (49,263)              (8.2%)                   706,062             

Taxation 316,055                   290,127           (25,928)              (8.2%)                   197,697              

Net Profit /(Loss) After Tax 284,451                  261,115           (23,336)              (8.2%)                   508,365             

DESCRIPTION


2.1. Revenue
Revenue for 2017/18 is budgeted at $3.524m, representing an increase of 1.7% from the 2016/17 forecast. Thus, as the tariff rate is fixed at $9.6, it is assumed that FIR Crossings will increase by 1.7% based on the current trends.

The following graph depicts the FIR’s over the last three years.

Graph 1:   FIR Crossing movements
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2.2. Total Operating Expenses

The total expenses before funding and depreciation are budgeted to decrease by $13.8k (0.5%) above the forecast. The following are the major variances:
2.2.1. Salaries and Related Costs 
Salaries and related costs are budgeted to increase to $419.9k (3.5%) in 2016/17 in line with inflation.
2.2.2. Travel and accommodation Expenses
Travel and accommodation related to the supervisory board meetings and member States training is budgeted at $157.5k budget, representing a 5% increase. This increase is considered reasonable as the venue for the next supervisory board meeting is not yet determined at the time of budget. 

2.2.3. BAd debt Expenses 
Bad debts are budgeted at $258.3k representing a 13.4% decrease due to the stringent measures put in place to curb non-payment by debtors, including the following:

· effective and efficient collections;

· quarterly monitoring of the bad debts provision by ATNS & IATA task team; and

· refusal of service where applicable. 
2.2.4. Electronic Maintenance
Electronic Maintenance is budgeted at $91.2k for 2017/18 representing an increase of 5.0%. This is in line with the planned maintenance schedule for 2017/18 and possible contingent maintenance.

2.2.5. network management fees
Network management fees are 65% of net profit after tax, budgeted at $484.9k based on the agreement reached between ATNS and IATA.
2.2.6. OTHER OPERATIONAL EXPENSES
· Bank charges increase in line with inflation;

· Commission paid increase in line with revenue;

· ATNS Management fees are charged at 15%  of revenue, budgeted to increase as expected with revenue;
· Indirect costs increase in line with inflation; and

· IATA management fees are fixed, thus no increases are budgeted for.

2.2.7. Overhead Expenditure
For the 2017/18 financial year, depreciation is budgeted at $109.9k in line with the asset base.

3. rECOMMENDATION
It is recommended that the Supervisory Board approve the 2017/18 budget as presented.

4. Statement of Financial position
[image: image3.emf]BUDGET


FORECAST


ACTUAL


March


March


March


2018


2017


2016


ASSETS


$


$


$


Non-Current Assets


Property, Plant and Equipment


2,231,708


7,403


                     


 


16,811


Capital Work In Progress


-


                         


 


2,237,636


1,337,975


2,231,708


2,245,039


1,354,786


Current Assets


Trade and Other Receivables


215,323


215,806


210,672


Cash and Cash Equivalents


370,831


305,741


5,149,981


586,154


521,547


5,360,653


TOTAL ASSETS


2,817,862


2,766,586


6,715,439


EQUITY


Capital and Reserves Attributable to Equity holders of the 


Company


Retained Earnings


1,053,929


792,815


508,364


Total Equity


1,053,929


792,815


508,364


LIABILITIES


Long-Term Liabilities


Borrowings


996,576


-


                         


 


-


                         


 


996,576


-


                         


 


-


                         


 


Current Liabilities


Trade and Other Payables


457,097


1,606,605


6,002,241


Current Income Tax Liabilities


290,127


316,055


197,697


Provisions for Other Liabilities and Charges


20,133


51,111


7,137


767,357


1,973,771


6,207,075


Total Liabilities


1,763,933


1,973,771


6,207,075


TOTAL EQUITY AND LIABILITIES


2,817,862


2,766,586


6,715,439




BUDGET FORECAST ACTUAL

March March March

2018 2017 2016

ASSETS $ $ $

Non-Current Assets

Property, Plant and Equipment 2,231,708 7,403                        16,811

Capital Work In Progress -                            2,237,636 1,337,975

2,231,708 2,245,039 1,354,786

Current Assets

Trade and Other Receivables 215,323 215,806 210,672

Cash and Cash Equivalents 370,831 305,741 5,149,981

586,154 521,547 5,360,653

TOTAL ASSETS 2,817,862 2,766,586 6,715,439

EQUITY

Capital and Reserves Attributable to Equity holders of the 

Company

Retained Earnings 1,053,929 792,815 508,364

Total Equity 1,053,929 792,815 508,364

LIABILITIES

Long-Term Liabilities

Borrowings 996,576 -                            -                           

996,576 -                            -                           

Current Liabilities

Trade and Other Payables 457,097 1,606,605 6,002,241

Current Income Tax Liabilities 290,127 316,055 197,697

Provisions for Other Liabilities and Charges 20,133 51,111 7,137

767,357 1,973,771 6,207,075

Total Liabilities 1,763,933 1,973,771 6,207,075

TOTAL EQUITY AND LIABILITIES 2,817,862 2,766,586 6,715,439


5. CASH FLOW statement
[image: image4.emf]BUDGET


FORECAST


ACTUAL 


March


March


March


2018


2017


2016


$


$


$


Operating Activities


Profit before tax


571,174


                 


 


600,505


                 


 


706,061


                 


 


Depreciation


109,865


                 


 


9,408


                     


 


31,480


                   


 


Movements in provisions and other non-cash items


(30,978)


                 


 


43,974


                   


 


7,137


                     


 


Decrease Trade and other receivables


483


                       


 


(5,134)


                   


 


(210,672)


               


 


Increase/ (Decrease) Trade and other payables


(1,485,495)


            


 


(4,593,333)


            


 


6,002,241


              


 


Net cash flow from operating activities


(834,951)


               


 


(3,944,581)


            


 


6,536,248


              


 


Net cash flow from investing activities


(96,533)


                 


 


(899,661)


               


 


(1,386,266)


            


 


Net cash flow from financing activities


996,576


                 


 


-


                         


 


-


                         


 


Net increase in cash and cash equivalent


65,090


                  


 


(4,844,242)


            


 


5,149,981


              


 


Cash and Cash equivalent at beginning of year


305,741


                 


 


5,149,981


              


 


-


                         


 


Cash and Cash equivalent at end of year


370,831


                


 


305,741


                


 


5,149,981


              


 




BUDGET FORECAST ACTUAL 

March March March

2018 2017 2016

$ $ $

Operating Activities

Profit before tax 571,174                    600,505                    706,061                   

Depreciation 109,865                    9,408                        31,480                     

Movements in provisions and other non-cash items (30,978)                    43,974                      7,137                       

Decrease Trade and other receivables 483                          (5,134)                      (210,672)                 

Increase/ (Decrease) Trade and other payables (1,485,495)               (4,593,333)               6,002,241                

Net cash flow from operating activities (834,951)                  (3,944,581)               6,536,248                

Net cash flow from investing activities (96,533)                    (899,661)                  (1,386,266)              

Net cash flow from financing activities 996,576                    -                            -                           

Net increase in cash and cash equivalent 65,090                     (4,844,242)               5,149,981                

Cash and Cash equivalent at beginning of year 305,741                    5,149,981                 -                           

Cash and Cash equivalent at end of year 370,831                   305,741                   5,149,981                
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