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AIRTEL MOBILE COMMERCE ZAMEIA LIMITED

DIRECTCRS' REPORT .
for the year ended 31 December 2018

The Directors present their annual report on'the affairs of the company together with the financial statements.
and- auditor's report for the year ended 31 December 2018,

PRINCIPAL ACTIVITIES

The principal activity of the company is.to hold the funds in the Airtel Money infrastructure in trust, for Airtef

Money E-value account holders. There have been no significant changes in the company’s business during the
vear.

SHARE CAPITAL
There were na changes to the authorized and issted share capital during the year
RESULTS AND DIVIDEND

The Company had a profit. after tax of K58,245,914 for the year ended 31 December 2018 (2017
K372,915). The directors do not recornmend the payment of a dividend for the year under review (2017: Nil).

FINANCIAL STATEMENTS

At the date of this report, the directors were:not aware of any -circ_l.ims'ta_nces, which would have rendered the
values attributed to the assets-and liabilities in the financial statements of the company misleading.

DIRECTORS
The following director's held office during the year and to the date of this report.

Rajeev Sethi Executive Director (appointéd on 29 March 2017)
Apdorva Methrotra Executive Director (appointed on 1 November 2017)

None of the Directors held any shares in the company {2017: Nil)

PROPERTY, PLANT AND EQUIPMENT

During the year, the cempany acquired plant & equipment of K1,357,593 (2017: K784,733).
NUMBER OF EMPLOYEES AND RENUMERATION

At the end of the year, the refated wages and salaries cost was K3,318,139 (2017: K-3 776 804). The
number of empioyees far each month of the year was as follows

Month

2018 2017
January 5 9
February 5 9
March 7 9
April & 9
May 7 9
June 7 9
July 7 8
August 7 8
September 7 8
October 7 7
November 7 6
Deacember 7 6

HEALTH AND SAFETY

The company has policiés and procedures to safeguard the-accupational health, safety and welfare of its
employees. '

GIFTS AND DONATIONS

The Company did not make any donatsons or gifts to charitable organisations and ‘events duriing the financial
year (2017; Nil).




AIRTEL MOBILE COMMERCE ZAMBIA LYMITED

DIRECTORS' REPORT {Continued}

for the vear ended 31 December 2018

GOING CONCERN

In 2018, the company realised a. net profit after income tax of K58 245,914 (2017 K372/915) for the year,
At 31.December 2018 accumu!ated losses were K 22,387,153 (2017: K 80,633,067). The company.is in a net
Liabilty position of K 20,387,153 (2017: K 78 ,633,067).

The directors are of the opinion that the company is a going concern on the basis that the company:

a) Wili generate cash inflows from operations of at least the amount projected in the management’s annual
operating plan. ‘The ‘generation of -sufficient cash flows from operations. is driven by and dependent on

management dchigving. operatlonal targets on subscrtber numbers, churn rate and average reventue per
user;

b) -Owing to the increasing profit will be able to obtain third party financing if needed, and

c} The Directors are implementing various business. strategles aimed at improving business performance-and
enhancing. sustainable operations in-the foreseeable future,

The: directors aré confident that the Company ‘will have sufficient working capital to Fnance its operations and
meet financial .obligations as and when they fall due and that it is therefore appropriate to prepare: the
financial statements on a going concern basis.

AUDITORS

The. Company's Auditors, Messrs Deloitte & Touchg, have indicated their willingness to continue in office. A
resoiution proposing their reappointment and authorising the Directors to fix their remuneration will be put to.
the Annual General Meeting.

STATEMENT ON CORPORATE GOVERNANCE.

Airtet Mobile Commerce Zambia Limited takes the issue of corporate governance sermusly The Company’s
focus. is to have.a sound corporate governance framewark that contributes to improved corporate performance
and aceountability in creating long term shareholder value.

The Board meets af Jéast four times. a year and concerns itself with key matters and the respensibilities for

implementing the Company’s strategy is delegated to management. The Board of Directors cantinues to
provide considerable depth of knowledge and experience to the business.

There'is strong focus by the Audit Committee on matters relating to financial operations, fraud, apptication of
accounting and control standards and results. The Audit Committee also meets at least four times a year.

The Company has put in place a Code of Conduct and Anti- Brlbery & Anti-Corruption Puhcy that sets out the
standards on how staff should behave with ali stakeholders. An effective. monitoring mechanism to support
‘management’s objective. of enforcing the Code of Conduct and Anti- Brlbery & Anti-Corruptioh has been
develaped and is being used across the Company.

By order of the Board

COMPANY SECRETARY

Sonia Shamwana Chinganya

LUSAKA

Date; :%,9.-M’arch-2019




A EL M LE C ERC MBIA LIMITED

STATEMENT OF RESPONSIBILITY FOR THE ANNUAL FINANCIAL STATEMENTS
for the year ended 31 December 2018

The Companies Act, 2017 requires the Directors to prepare financial statements for each financial year that
give a true and fair view of the state of affairs of the Company as at the end of the financial year and of its
financial performance. It also requires the Directors to ensure that the Company keeps proper accounting
records that disclose, with reasonable accuracy, the financial position of the Company. They are also
responsible for safeguarding the assets of the Company. The Directors are further required to ensure the
Company adheres to the corporate governance principles or practices contained in Part VII's Sections 82 to 122
of the Companies Act, 2017.

The Directors are responsible for the maintenance of adequate accounting records and the preparation and
integrity of the financial statements and related information. The independent external auditors, Messrs
Deloitte & Touche, have audited the financial statements and their report is shown on pages 4 and 5.

The Directors are also responsible for the systems of internal control. These are designed to provide reasonable
but not absolute, assurance as to the reliability of the financial statements, and to adequately safeguard, verify
and maintain accountability for assets, and to prevent and detect material misstatements. The systems are
implemented and monitored by suitably trained personnel with an appropriate segregation of authority and
duties. Nothing has come to the attention of the Directors to indicate that any material breakdown in the
functioning of these controls, procedures and systems has occurred during the year under review.

The annual financial statements are prepared on a going concern basis. Nothing has come to the attention of
the Directors to indicate that the Company will not remain a going concern in the foreseeable future.

In the opinion of the Directors:

e the statement of profit or loss and other comprehensive income is drawn up so as to give a true and fair
view of the profit of the Company for the year ended 31 December 2018;

e the statement of financial position is drawn up so as to give a true and fair view of the state of affairs of
the Company as at 31 December 2018;

e there are reasonable grounds to believe that the Company will be able to pay its debts as and when they
fall due; and

e the financial statements have been prepared in accordance with International Financial Reporting
Standards and in the manner required by the Companies Act, 2017; and

e the Directors have implemented and further adhered to the corporate governance principles or practices
contained in Part VII, Sections 82 to 122 of the Companies Act, 2017.

Approval of the financial statements

The financial Statements of the company as indicated above, were approved by the Directors on
2 0March 2019 and signed on behalf of the Board by:

A O 1
wﬂ&ﬁ” Rk A W\ [‘L l-\_(_, i

Rajeev Sethi Apoorva Mehrotra
CHAIRPERSON DIRECTOR
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INDEPENDENT AU DITOR'S RE PORT

To.the members of
Airtel Mobile Commerce Zambia Limited

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS
Opinion

We have audited the financial statements of Airtet Mobile Commerce Limited (the *Company) set out on pages
7 to 38, which comprise the: statement of financial position as at 31 December 2018, the staternent of profit or
loss -and other comprehensive income, statement of changes in equity and statement of cash flows for the year
‘then ended, and the hotes to the financial statements, including a summary. of significant accounting: policies.

In our opinion, the financial statements give a true and fair view of the financial position. of the Company as at
31 December 2018, and of its financial performance and cash flows foi the year then ended in accordance with
Interndtional Financial Reporting Standards and in the manner fequired by the Banking and Financial Services
Act, 1994 (as amiended) and the Companies. Act, 2017,

Basis for opinion

We conducted gur audit in accordance with International Standards. on- Auditing (ISAs). -Our responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audlt of .the Financial
Statements section of our report. We are mdependent of the. Company in. accordance with the. International
Ethics Standards Board for Accountants Code for Professional Accountants (IESBA code), together with the
requirements that are refevant to our audit of ‘the financial statements in Zambia. We. have fulfilled our other
ethical responsibilities in accordance with these. requirements and thé IESBA code. We beligve that the.audit
evidence we have obtained is sufficient and appropriate to provide a basis for gur opinion.

Other information

The Directors are responsible for the other information. The other infarmation comprises the Directors’ Report
as required by the Companies Act, 1994 (as amended). The other information does not include. the financial
statements and our auditor’s. repert thereon. Qur gpinion on the financial statements does not cover the other.
information. and we do not-express an audit opinion or any form of assurance or conclusion thereon,

In «conrection with ‘our audit of the financial statements, our responsibility is to read the-other information and,
in c}omg so; consider whether the other information is materlally inconsistent with the financial statements of
our knowledge -obtained in the audit, or otherwise appears to be materially misstated, If, based ‘en the work we
have performed on the othér information that we obtained prior to the date of this auditor's report, we
conclude. that theré is a material misstatement of this othér information, we are reguiréd to repert that fact.
We have. nothing to report in this regard.

Responsibilities of the Directors for the Financ’ial'statements-

The Directors are responsible for the preparation of the financial statements that give a true and fair view. in
accordance with International Financial Reporting. Standards and in the manner required by the Campariies Act,
2017 and the Banking and Financial. Services Act, 1994 (as amended) and for such internal controi as the
Directors determing is nécessary to énablé the preparation of financial statéments that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, the Directors are responsible for assessing the Company’s ability to.
continue as & going concern, disclosing, -as applicable, matters related to going concern and asing the going
concern basis of accountlng uniess-the Directors either intend to Ilqmdate the Company or to cease operatlons
or have no realistic alternative but to do-so.

Qur objectives .are to obtain reascnable assurance about whether the financial statements as.a wholé are free
from ‘material misstatement, whether due to-fraud or error, ahd to issue an auditor's report that includes our
opinion. Reasonable assurarice is a high level assurance, but is not a guarantee that an audit conducted in
accordance with ISAs will always detect a material misstatement when it exists. Misstatements can arise from
fraud. or error and are considered material if, individually or in the aggregate, they colld reasonably be
-expected toinfluence the economic decisions of users taken oh the basis of these financia! statements.

AUl s of partners. dnig diecions is Avatalis o mgles: 4

Associate of Datoite Afica, @ fermbar of Omindta Tavchs Toabmaiso Dmitee




Auditor’s Responsibilities for the Audit of the Financial $tatements.

Our objectives are to obtain reasonable assurance about whether the financial statemernits as a wholﬁe'are free
from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes’ otr
‘opinion. Reasonable assurance is a high level assurance, but is not .a guarantee: that an audit conducted in
accordance with ISAs will always detect a material ‘misstatement when it exists. Misstatements can arise from
fraud or.error and are considered material if, individually or in the aggregate, they could reascniably be
expected to influence the economic decisions of users taken on'the basis of these financial statements,

As part of an -audit.in accordance with ISAs, we eXxercise professional judgmernit and maintain’ professional

‘scepticism throughout the audit. We also:

Identify and assess the risks of material misstatement of the financlal statements, whether. due to. fraud or
error,. design and pérform audit procedures Tesponsive tg those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement. resulting from fraud is higher than for one resuliting from error, as fraud may inveive
collusion, fargery, intentional omissicns, misrepresentations, or the override of internal controf.

Obtain an understanding of internal control relevant to the adit. 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 Company’s internal control,

*  Evaluate the appropriateness of accounting policies used and ‘the reasonableness of accounting estimates
and related disclosures madé by the Directors.

Conclude on the appropriateness of the Directors’ use of the going concern basis of accounting and based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that
may cast significant doubt on the Company’s ability to continue as:a.going concern. If we conclude that a
material uncertainty exists, we are required tao draw attention .in our auditor's report to the rélated
disclosures in the financial statefients: or, if such disclosures are inadequate, to modify our opinior. Qur
conclusions..are based on the audit evidence obtained up to the date of our auditor’s report. However,
future events or conditions may cause the Compahy to.cease to confinue as a gaing concern,

* Evaluate the overall presentation, structure and -ccn_'te'r_'lt -of the financiat statements, -including the
disclasures, and whether the financial statements represent the underlying transactions and events in &
manner that achieves fair presentation.

We communicate with the Directors regarding, among other matters, _the_-planned' scope and timing of the audit
and significant audit findings, including -any significant deficienciss in internal controf that we identify during our

We also provide the Diréctors with @ statement that we have. complied with relevant ethical requirements:
regarding independence, and to comimunicate with them all relationships and other matters that may
reasenably be thought to bear on our independence, and where applicable, related safeguards,

Report on other fegal and reguiatory requirements.

following matter: we-confirm that, in our opinion, the accounting and other records .and régisters have been
properly kept in accordance with the Act.

The Companies Act, 2017 requires that in carrying out our audit, we consider and report to you on the.

In dccordance with section 64(2) of the Banking and Financial Services Act, 1994 (as amended), we report that
in.our opinion; '

*  We have obtained all the information and explanations which to the best of our knowledge and belief were

necessary for the purposes.of our audit;

*  We are not aware of any transaction that has not been within the powers of the Company or which was
contrary to.the Act;

* The Company has complied with the provisions of this Act and the regulations, guidelines and
prescriptions under this Act, and

*  No transactions or conditions. affecting the welibeing of the Company have come to our attention that in
our opinien are rot satisfactory arid require rectification.




Report on other legal and regulatory requirements (Cont'd)

- Further, Section 259(3) of the Comparnies Act, 2017 requires that-in carrying out our audit, - we consider and
report that:
» There is no relationship, interest or-debt which we have with and in the Gompany; and

— . There are no serigus breaches of ccrporate -governance principles or practices by the Directors. This

statement is made on the basis of the corporate governance provisions -as enshrined in Part VII -
_rpora governafice section of the Companles Act, 2017,

.2‘//5%%
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AIRTEL MOBILE COMMERCE ZAMBIA LIMITED.

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

for the vear ended 31 December 2018

Kwacha

‘Revenue

Cost of sales.
Gross profit

Distribution expenses

Administrative expanses

Operating profit

Net exthange gain {loss)
Finance income

Profit before tax

Income tax expense

Profit and total comprehensive income for the yvear

Notes

7

10
12

2018

193 465 561

(117 615 928)

2017

25 283 970

(17 243 476)

75 849 635 8 040 494
(3161 983) (1363 358)
(13 032.676) {6419 048)
59 654 976 258 088

138 615 (145 739)
357 197 393 629
60 150 788 505 978
(1 904 874) {133 063}
58 245 914 372 915

There were no items of other comprehensive income during the year (2017: K nid



AIRT BILE MERC

STATEMENT OF FINANCIAL POSITION

at 31 December 2018

ASSETS

Non-current assets
Plant and Equipment
Intangible Assets
Deferred tax asset (net)

Current assets

Trade and other receivables
Amounts due from related parties
Income tax recoverable (net)
Funds held in trust

Bank and cash balances

Total assets

EQUITY AND LIABILITIES

Equity
Share capital
Accumulated losses

Shareholders deficiency

Current liabilities

Due to customers

Trade and other payables
Income tax payable (net)
Amounts due to related parties

Total liabilities

Total equity and liabilities

Notes

14
15
13

16
22
12
17
18

19

2018 2017
K K
687,933 701,967
27,237 %
387,507 <
1,102,677 701,967
5,614,360 989,088
36,660,169 497,627
- 395,528
345,970,838 71,818,714
7,064,229 4,553,523
395,309,596 78,254,480
396,412,273 78,956,447
2,000,000 2,000,000
(22,387,153) (80,633,067)
(20,387,153) (78,633,067)
345,972,786 71,819,618
5,888,153 5,071,756
1,075,495 .
63,862,992 80,698,140
416,799,426 157,589,514
416,799,426 157,589,514
396,412,273 78,956,447

The responsibilities of the Directors of the company with regard to the preparation of the financial statements are

set out in on page 3.

The financial statements on pages
2C = Mandh- 2219, and signed on their behalf by:

L £ _Q_,t'"v Ao

Rajeev Sethi
CHAIRPERSON

) ( ,
MW VA ['“

Apoorva Mehrotra
DIRECTOR



AIRTEL MOBILE COMMERCE ZAMBIA LIMITED

STATEMENT OF CHANGES IN EQUITY
for the vedr ended 31 December 2018,

Kwacha

At'1 January 2017
""" Profit far the year
At 31 December 2017
'''''' At 1 January 2018
Profit for the year

At 31 December 2018

Share  Accumulated
capital losses Total
2 000 00O {81 005 982) {79 005 982}
- 372 815 372 915
2400 000 {80 633 067) {78 633 G67)
2 §00-000 {80 633 067) {78 633 067)
- 58 245 914 58 245 914
2 000 000 {22 387 153) (20 387 153)




AIRTEL MOBILE COMMERCE ZAMBIA LIMITED

STATEMENT OF CASH FLOWS
for the.year ended 31 December 2018

Kwacha

‘Operating activities

Profit before tax

Adjustments to _reconcr‘ié loss before tax to net cash flows:
Depreciation expense

Amortisation of intangibie assets
Interest income

Working capital adjustments: _
{increase) decrease in trade and other receivables

(increase) décrease in amounts due from related parties

Decrease in amounts due to related parties
Increase in amounts held in frost

Increase (decrease) in trade and other payables
increase in ameunts dué to customers

Income tax paid

Net cash flows from operating activities
Investing activities

Interest received

Purchasé of intangible assets
Purchase of property, plant and equipment

Net cash flows used in investing activities

Net increase '("decreasé) in‘cash and cash equivalents
Cash and cash equivalents at beginning of the year

Cash and cash equivalents at end.of year

10

Notes

14
15

12

15
14:

2018 2017
‘60 150 788 505 978
1371 626 612 415
299 605 -
(357 197) {393629)
(4 625 272) 1'826 412
(36 162 542) 857 298
(16 835 148) (3263 526)
(274 152 124) (49 469 752)
816 397 (2 009 608)
274 153 168 48800636
4 655 301 (2 533 776)
(821 357) {119 276)
3 837 944 (2 653 053)
357 197 393 629
(326 842) -
(1 357 593) (784 733)
(1 327 238) {391 104)
2 510 706 (3 044 157)
4553 523 7 597 680
7064229 4553523




AIRTEL MOBILE COMMERCE ZAMBIA LIMITED

NOTES TO THE FINANCIAL STATEMENTS
for the year endéd 31 December 2018

1.

GENERAL INFORMATION

Ajrtel Mobile Commerce Zambia Limited (the "Company"”) is a timited company incorporatéd under the
Companies Act, 2017 and domiciled in Zambia. The Company's principal activities are disclosed on page 1
of the Directoi's report.

The address of the Company's registered office and principat place of business is disclosed below.

Airtel Zambia HQ

Stand 2375 _ _

Corner Addis Ababa drive-& Great east Road

P.0.Box 320001

Lusaka

Zambia

These financial staternents are presented in Zambian K_-wa'c_ha {"K") and ‘are rounded to the nearest
‘Kwacha,

A_DOPTION__ OF NEW AND R_EVISE_D'S'_I'ANDARDS
New and amended IFRS Standards that are effective for the current year

.1 Impact of initial application of IFRS 9 Financial Instruments

In'the current year, the Company has applied IFRS 9 Financiat Instruments (as revised in July 20143 and
the related cohsequential amendments to other IFRS :Standards that are effective for an annual pericd

that beg;ns on or after 1 January 2018. The transition provisions of IFRS 9 allow an entity not to restate
comparatives,

Additionally, the Company adopted consequential amendments to IFRS 7 Financial Instruments:
Disclosures-that were:applied to theé disclesures for 2018 and to the comparative periad.

IFRS 9 dntroduced new requirements for:

1) The:classification and measurement of financial assets and financial liabilities,
2) Impairment of financial assets, and

3) General hedge a'cco'unting_.

Detaifs. of these riew requirements as well.as their impaction the’ Company s financial statements. are
described below.

The Company has applied IFRS. 9.in accordance with the transition provisions set out.in IFRS 9.

(a) Classification and measurement of financial assets

The date of initial application (i.e. the date on which the Company has assessad its. existing financial
assets and financial liabilities in terms of the requirements of IFRS 9) is 1 January 2018. Accordingly, the

‘Company has applied the requirements of IFRS 9. to instruments that continue te be recognised as at 1

January 2018 and has fot dpplied the requirements to instrumeénts that have already been derecognised
as at 1 January 201B. Comparative amounts in relation to instrurhents that continue to. be recognised as

at'1 January 2018 have been restated where appropriate,

All recognised financial assets that are within the scope of IFRS 9 are requ;red to. be measured
subsequently at amortised cost or fair value an the basis of the entity 5 busmess model for managing the
financia! assets and the contractual cash flow characteristics of the financial assets.

Specifically:

= debt instruments that are held within a business model whose ohjective is to collect the contractual cash
flows, and that have contractual cash flows that are. solely payments of principal and interest on .the
principal amount outstanding, are measured siibsequently at amortised cost;

= debt instruments that are held within a business model whose cbjective is both to collect the contractual
cash flows and to sell the debt instruments, and that have contractual cash flows that are solely payments
of prtnctpa[ and interest en the principal amount outstanding, are measured subsequently -at fair valie
through other camprehenswe income (FVTOCI},

+ all other debt investments and equity investments are measured subsequently at fair value through
profit or loss (FVTPL) De5p|te the aforegoing, the Company may make the following irrevecable
eIectmn{des;gnatlon at initiat recognition of a financial asset:

14




AIRTEL MOBILE COMMERCE ZAMBIA LIMITED

NOTES TQ THE FINANCIAL STATEMENTS {CONTINUED)
for the year ended 31 Decembey 2018

2.
2.1

2.1.1

ADOPTION OF NEW AND REVISED STANDARDS (CONTINUED)
New and amended IFRS Standards. that are effective for the current year {Continued))
Impact of ihitia_l application of IFRS 9 Financial Instruments {Continued)

(a) Classification and measurement of financial assets {Continued)

s the Company may irrevocably elect to preseént subseguent changes in fair value of an equiity
investment that is neither held for trading nor contingent consideration recognised by an acqwrer ina
business. combination in other comprehensive income; and

» th_e' Company may [rrevocably designate a debt invéstment that meets the amortisedl cost or FVTOCL
criteriz as measured at FVTPL if deing so eliminates or significantly reduces an accounting. mismatch.

In the current-year, the Company has not designated any debt investménts that meet the amortised cost
oi* FVTOCE criteria as measured ab FYTPL

When a debt investment measured at FVTOCI is derecognlsed the cumulative gain or loss previously.
recognised in other comprehensive income is reclassified frem equity to. profit or foss as a reclassification
adjustment, When an equity investment designated as ‘measured -at FVTOCI ‘is derecognised, the

cumulative gain or {ass previously recognised in Gther comprehensive- income is subsequently transferred
to retained earnings.

Debt instruments that ‘are measured subsequently at amortised cost or at FVTOCI are subject to
impairment: See (b} below.

The directors of the Company reviewed and assessed the Corripany’s: existing financial assets as at 1
January 2018 based onh the facts and circumstances that existed at that date and conduded that the initial

application of IFRS 9 has had an insignificant impact on the Company’s financial assets as regards their
classification and measurement:

Financial assets classified as heid-to-maturity and foans and receivables undér 1AS 39 that were measured
at amortised -cost continue to: be measured at amortised cost under TFRS 9 as they are held within a
business mode! fo collect contractual cash flows and these cash flows consist solely of payments of
pringipal and interest on the principal amount éutstanding.

(b) Impairment of financial assets

In relation to the impairment of finaricial assets, IFRS 9 requires as expected credit loss model as opposed
to an incurred credit loss model under IAS 39. The.expected credit loss model requires the Company to
account for expected -credit’ Iosses and changes in those expected credit losses at each reportmg date to
reflect changes in credit risk since initial recognition of the financial assets. In other words, it is no longer
necessary for a credit event to have occurred before crédit losses are recogntsed

Speml‘"cally, IFRS 9 requires the Company to recognise a loss aliowance for expected credit [osses on:
_(1__) Debt investments measured subsequéntly at amoitised cost or at FYTOCI;

(2) Lease receivables;

{3) Trade receivables and contract assets; and

(4) Financial guarantee contracts to which the impairment requirements of IFRS 9 apply:

In particular, IFRS 9 requires the Comipany to meadsure the loss allowance for a financial Instrument -at an
amount equal to the lifetime expected credit losses (ECL) if the credit risk on-that financial instrurrient has
increased. significantiy since initial recognltlon, or if the financial instrument is a purchased or originated
credit-impaired financial asset.

However, if the credit fisk on a financial instrument has not increased significantly since initial rec'o.g_n'itio_n
(except for a purchased or oﬁgihated credit:-impairad financial asset), the Company is required to méasur_e
the loss aliowance '_ft:m_r that financial instrument at an amocunt-equal to 12-months ECL. IFRS 9 also
reguires a simplified approach for 'm_easuring_. the loss zllowance at an arount egual to lifetime ECL for
trade receivables, contract assets and tease receivables'in certain circumstances,

For the purpose of assessihg whether there has been a significant increase in credit risk since initial

recognition of financial instruments that femain recognised on the date of inifial appllcatlon of IFRS 9 {i.e,

1 January 2018}, the directors have compared the ‘credit risk. of the respectwe financial |n5truments on
the date of their initial recognition to their credit risk as at 1 January 2017,

12




ATRTEL MOBILE COMMERCE ZAMBIA LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
for the year ended 31 December 2018

2.

ADOPTION OF NEW AND REVISED STANDARDS (CONTINUED)

2:.1.1- New and.amended IFRS Standards that are effective for the current year (Continueg)

2.1.2

(b} Impairment of financial assets

The result of the asséssment is as follows:

Items existing as.at 01/01/1R Note Credit risk attributes ‘1 January 2017 and 1
ihat are subject to'the January 2018
impairment provisions of IFRS 9

Amount due from 22 |Amounts due from related parties are assessed

related parties regardiig credit risk at each reperting date. As the
same are closely monitored and controlled by the same
management, there is no provision matrix being
fellowed on ageing basis.

There have beeén no instances observed in the past
where collection are assumed to be at risk for such
. rélated party receivable,

Trade. and other The: Cempany uses a provision matrix to measure the
récéiuab[eg ' 16 expected credit loss of trade rer.ewab]es Based on the
c industry practices and the business environment in
which the entity operates; marniagement considers that
the trade receéivables are credit impaired if the
payments are more-than 99 days past due.

Cash and bank. 17 |All bank balances are-assessed to have low crédit risk at
and |each reporting date as they are held with’
18 [reputable international banking institutions.

(c) Classification and measurement of financial liabitities

A significant change introduced by IFRS 9 in the classﬂ“cation and measurement of financial liabilities
relates to the accounting for changes in the fair value. of a financial liability designated as at FVTPL
attributablé to-changes'in the credit risk of the issuer.

Specifically, IFRS 9 requires that the changes in'the fair value. of the financial fiability that is attributable
to changes in the credit risk of that liability: be presented in- other comprehensive incofne, unless the
recognition of the effects. of changes in the Itabllltys credit risk in other comprehensive. income would
créate or enlarge an accounting mismatch in profit.or loss, Changes in fair value atiributable to a financial
liability’s credit risk are not subsequently reclassified to prefit or loss, but are instead transferred to
retained earnings when the financial liability is dérecognised.

Previously, under TAS 39, the -entire amount of the change in“the fair value of the financial fiabitity
designated as at FVTPL was presented in-profit or loss.,

{d) Disclosures in relation to the initial application of IERS 9

There were no financial assets or financial liabiiities: which the Company had previously designated as. at
FVTPL under IAS 39 that were subject to reclassification or- which the Company has elected t6 reclassify
Lpon the appllcatlon of IFRS . There were no financial assets or financial Habilities which the Company
has elected to designate as at FYTPL at the date of initial application of IFRS 9.

Impact of application of IFRS 15, Revenue from Contracts with Customers

The Company has .adopted IFRS. 15, ‘Revenug from Contracts with Custemers’ applying the cumulative
effect method applied retrospectwely to the contracts that are not completed as of 1 January 2018 (being
the date of initial application). Accordlngly, the comparative information ‘has not been restated. The effect
on adaption of the said standard is insignificant on these financial stateéments,

Revenue is recognised upon-transfer of control of promised products -or services to the customer at the
consideration which the Company has received or expects to receive in exchange of those products: or
services, net of any taxes / daties, discounts and process waivers. In order to determine if it is acting as a

principal or as an agent, the Company assesses whather it is pnmarn!y responsible for fulf:llmg the.
performance. obligation,
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AIRTEL MOBILE COMMERCE ZAMBIA LIMITED

NOTES TC THE FINANCIAL STATEMENTS (CONTINUED)

_for the year ended 31 December 2018

2.

2.1.2

2.2

2.3

2.3.1

ADOPTION OF NEW AND REVISED STANDARDS {(CONTINUED)
Impact of application of IFRS 15 Revenue from Contracts with Custemers (continued)

IFRS 15 uses the terms contract asset’ and *contract liability” to describe what might more commonly be
knawn as ‘accrued tevehue” and ‘deferred revenue’, however the Standard does not prohibli an entity
from using alternative descriptions in' the statement of financial position. The Company has adopted the
terminology used in IFRS 15 to describe such balances..

The Companys accounting policies for its revenue streams are disclosed in detail in note 3 below. Apart
from providing. more extensive disclosures for the Companys revenue {ransactions, the apphcatlon of
IFRS 15 has not had a significant impact on the: financial position and/or financial performance of the
Company

In the' current year, the Company has applied a number of amendments to IFRS Standards. and
Interpretations issued by the International Accounting Standards Board (IASB) that are effective for an
annual period that begins on or after 1 January-2018. Their adoption has not had any material impact on
the disclosures or on the amounts reported in these financial statements..

Annual Improvements to IFRS

IFRIC 22 Foreign. IFRIC 22 addresses how to determine the ‘date of transaction’ for the purpose of
Curréncy determining the exchange rite to use on initial Tecognition of Consideration an
Transactions and asset, expense ot income, when consideration -for that item has been. paid or
Advance received in advance in a fore|gn currency which resulted in the recognltlcn of a
Consideration non-monetary ‘asset or non-monetary labifity (for example, a non refundable

deposit or deferred reveriug),

The Interpretation specifies that. the date of transaction is the date ' on which the
entity “initially recognises the ndn-monetary asset or non- monetary liability arising
from the payment or receipt of advance con5|deratton If there. are multiplé
payments or recetpts’in advance, the Interpretatlon requnres an entity to determine
the date of transaction for edach payment or receipt of advance congideration.

Mew and revised IFRS Standards in issue but not yet effective

At the date of authonsatmn of these fmancnal statements, The Company has not applied the foliowing new
and revised IFRS Standards that have been |ssued but are not yet effective,

Amendments to IFRS 9. Prepayment Features with Negstive Compensation
IFRIC 23 Uncert_ainty-over Income Tax Treatments
Amendments to IAS 19 Employee Plari Amendment, Curtailment or Settlement
Benefits

IFRS 16 Leases

The directers de not expect that _t'he.adqpl_iion of the Standard_s listed above _will ‘have a material impact 6ni
the financial statements of the Company in future periods, except as noted below:

IFRS 16 Leases

General impact of application of IFRS 16 Leases

IFRS 16 prowdes a comprehensive-model-for the identification of leasi arrangements and their treatment
in the financial statements for both iessors and lessees. IFRS 16 wijl supersede the current lease
guidance including 1AS 17 Leases and-the related Interpretat10n5 when it becomes- effective for accounting

periods beginning on or dfter 1 January 2019. The date of initial- application of IFRS 16 for the Company
will. be 1 January 2015,

The Company has chiosen the full retrospective application of TFRS 16 'in accordance with IFRS 16: C5(a).
Consequently, the Company will réstate the comparative information. In contrast to lessee -accounting,
IFRS 16 substantialfy carries forward the lessor accounting requirements in IAS 17.
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AIRTEL MOBILE COMMERCE ZAMBIA LIMITED

NOTES TO THE FINANCIAL STATEMENTS {CONTINUED)

_for the year ended 31 December 2018

2.
2.3

2.3.1

ADOPTION OF NEW AND REVISED STANDARDS {CONTINUED)
New and revised IFRS Standards in issue but not yet effective {continued)
IFRS 16 Leases {continued)

Impact of the new definition of a lease

The Company wilt make use of the practical expedient available on transition to' IFRS 16 not to reasséss
whether a contract is or containg a lease. Accordingly, the definition of a lease in.accordance with IAS 17
and IFRIC 4 will continue to apply to those leases entered or modified before 1 January 2019,

The change in de'ﬁniti_o_n of a-lease mainly relates to the concept.of control. IFRS 16 distinguishes. between

leases and service contracts on the basis of whether the use of an identified asset is controlled by the

customer. Control is considered to exist if the customer has:
- Thé right to obtain substantially all of the economic benefits from the use of an identified asset; and

- The right to direct the use of that asset,

The Company: will apply: the definition of a lease -and related guidance set out i IFRS 16 to all lease
contracts entered into or modified on or after 1 Japuary 2019. {(whether it is a lessor or.a lessee in the
lease contract). In preparation for the first-time application -of IFRS '16, the Company has. carried out-an
implementation project. The project has shown that the new definition in IFRS 156 will not change
sigrificantly the scope of contracts that meet the definition of a lease forthe Company.

Operating teases

IFRS 16 wﬂl change how the Company accounts for leases previously classified as ‘opérating leases under

IAS 17, which were off-balance sheet.
On initial application of IFRS 186, for ail leases {except as noted below), the Company will;

a) Recognise r|ght~of~u5e assets and lease I!abllltzes in the statement of financial position, initially

measured at the present value of the future lease payments

b} Recognise depreciation of right-of-use .assets and’interest on fease liabilities in the statement of profit
or loss;

€) Separate the total"amount of cash paid into a pnncnpal portlen (presented within financing activities)
and interest (presented within operating activities) in the cash flow statement.

Lease incentives (e.g. rent-free period). will be recognised as part of the measurement of the right-of-use
assets and lease liabilities whereas under IAS 17 they resulted in the recognition of a lease liabiiity
incentive; amortised as a reduction of rental expenses on a straight-line basis.

Under IFRS 16, right-of- use assets will be tested for impairment in accordance with IAS 36 Impairment of
Assets; This will réplace the previous requu'ement to recognise a provision for onerous leases contracts,

For short-term l€ases (lease term of 12 months or less) and leases of low-value assets (such as personal

computers and office furnlture), the Company will opt to recognlse a.lease expense on a straight-line basis
as permitted by IFRS 16.

As at 31 December 2018, the Company did not have any'-non'-canceflab!e operating I'eases commitmerits,

Under’ IAS 17, all lease payments on dperating leases are presented as part of cash flows from aperating
activities.

Finance leases

The main differences between IFRS 16 and IAS 17 with réspect to assets formerly held urider a finance
jease i5.the measurement of the residuat value guarantees provided by the lessee to the lessor. IFRS 16
réquires that the Company recognises as partof its lease liability only the amount expected to be payable
under 4 residual value giarantee, rather than the maximum amount guaranteed as required by IAS 17.
On ‘initial. application the. Company will present  equipment. previously included in property, plant @nd
equipment within the line itenv for right-of- use assets and the lease liability, previousty preserited within
borrewing, will be presented in a separate line for lease liabilities.

Based. on. an analysis of the Company’s finance leases as at 31 December 2018 on thé basis of the facts
and circumstances that exist at that date, the directors of the Company have assessed that the impact of
this change will not have an }mpact on-the amounts. recognised in the Company’s financial statements.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
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2.
2.3.2

2.4

2.4.1

2.4.2

3.1

3.2

ADOPTION OF NEW AND REVISED STANDARDS (CONTINUED)
Amendments to IFRS 9 Prepayment Features with Negative Compensation

The amendments to IFRS 9 clarify that for the-purpose of assessing whether a prepayment feature. meets
the. SPPI condition, the party: exermsing the option may pay or receive reasonable compensation far the
prepayment irrespective of the reason for prepaymaent. In other words, prepayment features with negative
compensation do nof automattcal]y fail SPFI.
The amendment applies to annual periods beginning on or after 1 January 2019, with earlier
application permitted. There are spécific transition provisions depending on when the amendments are
first applied, relative to the initiat application of IFRS 9.
The diréctors of the Company do not, ant|C|pate that the appltcatlon of the amendments in the. future will
have an impact on the Company’s financial statements,

Annual Improvements to IFRS Standards 2015-2017 Cycle Amendments to IAS 12 Income
Taxes and IAS 23 Borrowing Costs

The Annual Improvements include amendments to four Standards.

IAS 12 Income Taxes

The amendments darify that an entlty should recegnise the income tax consequences of dividends in
profit or loss, other tomprehensive income. or equity according to-where the _entity originally recognised
the transactions that generated the distributable profits. This is the case |rrespect|ve of whether different
tax rates apply to distributed and undistributed profits,

JFRIC 23 Uncertainty over Income Tax Treatmerits

IFRIC 23 sets out how to determine the accounting tax position when there is uncertainty over.income tax
treatments. The Interpretation requires an entity to:

+ determine whether uncertain-tax positions are assessed separately or as'a Company; and

+ assess whether it is probable that .a tax authority will accept an uncértain tax treatyent used, or
proposed to be used, by an entity in its income tax filings:

~ If yes, the entity'should 'de_termine_-its accounting tax position ‘consistently with the tax treatment used
or planned to be used in its income tax filings.

- If no, the entity should reflect the effect of uncertainty in determining its accounting tax position.
- The Tnterpretation is effective for annual periods beginning on or aftér 1 January 2019. Entities. can

apply the Interpretation with either full retrospective application' or modified retrospective appi[catwn
without - restatement of comparatives retrospectively or prospectively,

The directors of the Company 'do not anticipate Ehat the application of the amendments in fhe future will
have an tmpact on the Cofmpany’s financial statements,
IAS 23 Borrowing Costs

The drnendments-clarify that if any spec:f‘c borrowing remains outstanding -after the related asset is. ready
for its intended use or sale, that borrowing becomes part of the funds that an. entjty borrows. generaily
when calculating the capitalisation rate on general borrowings.

SIGNIFICANT ACCOUNTING POLICIES

The: principal accounting policies ‘adopted in the preparation ©f these financidl statements are set out.
below. These policies have been consistently applied fo ali the years presented. unless btheiwise stated,

Statement of comp I_|a nce

The Company’s financidl statements have been prepared in accordance with Interhational Financial
Reporting Standards.

Basis of preparation

The ‘financial statements have been prepared on the historical cost basis. except for certain financial

instruments- that are measured at fair value at the end of each reporting period, as explained in the
accounting policies belov:

Historical cost is generally hased on the fair value of the consideration given in exchange for goods and
services,

16




AIRTEL MOBILE.COMMERGCE ZAMBIA LIMITED
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3.
3-2

3.3

3.4

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Basis of preparation (continued)

Fair value is. the price that would be received to sell an. asset or pald to transfer a Iiablilty in an orderly
transaction betweén market participants at thé measurement date, regardless of whether ‘that price is
directly observable or estimated usihg another valuation technique. In estirmating the fair value of an
asset or a liability, the Company takes into account the characteristics of the asset or liability if market
participants wolild' teke those characteristics into account when pricing the asset or liability at the
measurement date. Fair value for measurement and/or disclosure purposes in these financial statements
is determined on such a basis; except for, leasing transactions that are within the scope of 1AS 17, and
measurements thiat have some similarities o fair value but are iiot fair value, such as value i in use in IAS
36.

In a{:ldltlon€ for financial reporting purposes, fair value measurerents are categorised into Level 1, 2 or 3
based on the degree to which the inputs to the fair value measurements are. .observabie and the
slgnlfcance_of the inputs tor the fair value: measurement in its entirety, which. are described. as follows:

» Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that
the entity can access at the measurement date;

» Level 2 inputs are inputs, other than quated prices included within Level 1, that are observable for the
asset or liability, €ither directly or indirectly; and.

- Level 3 inputs are unobservable inputs for the assét or liability.

The financial statements have been prepared on a going concern basis, which ‘assumes the. continuity of
normal business activity. and the realisation of assets and the settlement of liabilities in the fiormal course
of business.

The Company. recorded a profit after tex of K 58 245 $14 (31 December 2017: K 372 915). At 31
December 2018 accumnulated losses were K 22,387,153(2017: K BO, 633,067). The comipany is in a net
liability position of K 20,387,153 (2017} K 78,633,067)

The directors are.of the opinion that the company is a going concern on the basis that the company;

a) Wikl generate cash inflows from operaticns of at jeast the amount projectéd in the management’s
annual operating plan. The generation of sufficient tash flows from operations is driven by and
dependent on management achieving operational targets on subscriber numbers; churn rate and
average revernue per user;

b} ‘Will obtain. funding fraom third parties; and

c) The Directors are Implementlng various business strategies aiméd at improving business performance
and enhancing sustainabfe operations in the foreseeable future,

The directors are confident that the Company will Have sufficient working capital to finance its operations
and meet financial obllgatlons as and when they fali due and that it is therefore appropriate to prepare the
financial statements on a going concern basis.

Revenue recognition

Revenue. arises frem billing custormers for PZP {person -to ‘person offnet) transactions; cash out
(withdrawal) transactions, Airtel Mopey o bank transactions, collections of funds for customers
purchasing goods and services: using Airtel Money .and commissions on sale of -airtime ‘and business
revenue arising from-bulk payment transactions.

Revenue is recogrnised to the extent that it is probable that the .economic benefits will flow to the
Company and the revenue can be reliably measured, regardiess of when the paymaent is being made.
Revenue. is-measured at the fair value of the consideration received or receivable, taking into account
contractually -defined terms of payments and- excluding taxes or duty. The amount of revenue is not

considered to be reliably measurable until alf contingencies refating to the transactions have been
resolved.

For.mgn_. currencies
Functional and presentation currency

Htemns: iricluded in the’ financial statéments are measured using the cufrency of the primary economic

environment in which the entity operates {('the functional currency'). The financial statements .are
presented in Zambian Kwacha which has been determined to be the entity's functional currency.
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3.5

3.6

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Foreign currencies (continued)
Transactions and balances

In preparing the financial statements of the Company, transactions in currencies other- than the
Company’s functional currency (foreign currenues) are recorded .at the rates of exchange prevalllng at the
dates of the transactions.

Monetary assets and. liabilities denominated in foreign-currencies at the reporting date are refranslated at
the foreign exchange rate ruling at that date. Exchange gams and losses resulting from the- settlement of
forefgn currency transactions and from the ktranslation at the closing date exchange ratés of monétary
asgets and liabilities denominated in foreign currencigs ara recognized in profit or (Gss.

Non-monetary items that are measured in terms of historical cost in-a foreign currency are translated
using the exchange rates at the dates-of the initial transactions. Non-monetary items measured at fair
value jn a foreign currency are translated using the exchange rates at the date when the fair valué is
determined The: gain or loss arising on transiation of non-monetary itemns measured at Tair value is
treated in lirie. with the recognition of the gain or logs on the change in. fair value of the item (i.e,
translation differences on items whose fair value gain or loss is recognised in GCI or profit or loss are also
recoanised in OCI or profit or Joss, respectively).

Foreign exchange gains and losses that telate to borfewings and cash and cash equivalents are presented
in‘the statement of profit orloss and other comprehensive income within finance income or cost.

Borrowings

Borrowings are recognised initially at fair value, net of transaction costs: incurred. Borrowings are
subsequéntly measured at amortised cost using. the effective interest method;

When calculating the effective interest rate, the entity estimates the cash flows. consideririg all contractual
terms-of the financial instrument but does not consider future credit losses.

Any differences 'between'procee_ds (net of transaction ‘costs} and the redemption value is recognised iri the
profit or loss over the period of the borrowings using the effective interest rate.

Berrowings afe classified as current Eabilities unfess the company has, an' unconditional right to defer
settlement: of the liability for at least 12 months afier the reporting date.

Employee benefits
Retirement beénefit obligations

The cofmpany operates & defined contribution scheme for all its employees. The - -company and all its
employees also contribute to the National Pension.Scheme Fund, which is a defined contribution scheme.
A defined contribution plan is a reticement benefit plan under which the company pays fixed coritribitions
into a separate entity. The company has no legal or constructive cbligations to pay further contributions if
the fund does not hold sufficient assets to pay all employees the benefits relating to employee service in
the current and prior periods.

The tentributions to the defined contribution schemes are recognised in profit or'loss in the vear in which
they fall.:

Other entitlements

The estimated liability for employees’ accrued. gratuity and annual leave entitlement at the reporting date
is recognised as an expense accrual.

Taxation
Income tax expense represents the sum of the tax currently payable and deferred tax,
Current tax

The tax currently payable is based on taxable profit for the year. Taxable profit differs from profit as
reported in the incomie statément because it excludes items: of income or expense that are taxable or
deductible in other years. and it also excludes items that are never taxable or deductible, The Company's
liability for current tax is calculated using tax rates that have been enacted or substantively énacted by
reparting date.
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3.
3.7
(i)

SIGNIFICANT ACCOUNTING POLICIES {CONTINUED)
Taxation
Deferred tax

Deferred tax is recognised-on temporary differences between the carrying amounts of assets and liabilities
in the financial statements and the corresponding tax bases used. in the compukation of taxable profit.
Deferred: tax liabllities are generally recognised for all taxable temporary differences. Deferred tax assats
are generally recognised for all deductible temporary differences to the extent that-it is probable- that
taxabile profits WI|| be available against which those deductible temporary differences ¢an be utilised.

The carrying amount of deferred tax assets is reviewed at the end.of each reporting period and reduced to
the extent that it is no longer prabable that sufficient taxable- profits wil} be available to allow.al} or part of
the: asset-to be recovered,

Deferred tax liabiiities and assets are measured at the tax rates that are expected to apply inthe period in
which the liability is settled or the asset redlised, based on tax rates {and tax laws) that have been
enacted or substantively enactéd by the end of the reporting period. Déferred tax assets and liabilities are
offset if there is a legally enforceable right to offset current tax liabiiities and assets and thiey: rélate to
income taxes. lewed by the sama tax authonty on the same taxable entity. The measurement of deferred
tax 'lidbilities and assets reflects the tax consequences -that would follow from the manner in ‘which the

Company expects, at the erid of the reporting period, .to recover or settle the carrying amount of its assets
and liabilities.

Current and deferred tax for the year

Current tax and deferred tax is recognised as-an expense or income in- profit or loss, except fo the extent
that it relate to items credited of debited directly to aquity or other- ‘comprebensive income, in which case
it is recognised directly in €quity or other comprehensive income,

Praperty, plant and equipment.

Equipment is stated at cost, net of accumulated depreciation and accumutated impairment losses, if any.
Such cost includes the cost of replacing part of the eguipment and borrowing costs for Iong term
construction prOJects if the recognition criteria’ are met. When significant parts of equipment are required
to be replaced in intervals, the Company recognises such parts as separate component of assets with
specific useful lives and pru\ndes depreclatlon over their usefut fife. Subsequent costs are included in the
asset’s carfyirig amount or recognised as a séparate asset, as- appmpnate, only when it is probable that
future economic benefits associated with the item will flow to the Company and the cost of the itém can
be measured reliably. The carrylng :amount of the replaced part is derecognised. All other repair and
mainteriance costs are recognised in pr_pt“l: or loss as incurred.

When funds borrowed are specifically for the purpose:-of obtaining a quaiifying asset, the entity determines
the amount of the Borrowing costs eligible for capitalization as the actual borrowing costs incurred on that
borrowing during the period less any investment income 6n the. temporary invéstment of the borrowings.

Gains and losses. arising from retirement or disposal of plant. and equipment are determined as the
differénce between the net disposal proceads and the carrying amount of the asset and are recognised in
profit or loss on the dite of retirementand disposal.

The carrying-amount of equipment that is disposed of is derecognized when the criteria for sale of goods
in IAS 18 is met.

Assets are depreciated to the residual values on a. straight-line basis over the estimated useful lives: The
asset's residual values and useful lives are reviewed at each. finahcial vear.end or whenever there are
indicators for impairment, and adjusted prospectively. Land is not depréciated:

Categories Years
Computers 3 years
Furniture and fittings 2.to 5 years

The estimated useful Jives, residual valugs and depreciation method are reviewed at each year end. The
effect of any changes in estimate is.accounted for on a prospective basis..

Thée gain or [oss arising on the disposal or retirement of an item of plant and equipment is determined as
the. difference. between the sales proceeds and the ‘tarrying anmiount of the asset and is recdgnised in
statement of comprehensive income.
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3.

3.9

3.0

3.11

3.12

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Intangible assets

The Company's:intangible asset ‘comiprise of licenses . Licenses are récognised as an asset when it is
probable that future economic benefits from the asset wili fiow to the entity and the cost of the license can
be reliably measured.

Licenses are initially measured at cost and subsequently amortised on a sl:ralght-lme basis over thelr-

usefut lives: Tntangible assets are measured at cost less accumulated amortisation and impairment losses.
Amortisation periods. are reviewed annually and adjusted prospectively as required. Gains or losses arls:ng
from derecegnition of licenses are measured .as the differericé between the net disposal proceeds and the
carrying amount .of the asset and are: recognised 1 profit or loss when the:asset is derecognised. Licenses
are amortised over a oeriod of 1 vears..

At initial recognition, the separately acquired intangible assets are recognised at cost, Fol!cwmg initial
recognition, the intangible assets are carried at cost Jess any accumulated a@mortisation and accumuiated
impairment losses, if any. Gains. or losses arising from derecognition of the assets are measured as the
difference bétween the net disposal proceeds and the carrying amount. of the asset and are recognised in
profit or loss when the asset is derecognised

Impairment of non financial assets
Equipment and intangible assets

‘Fguipment and intangible asséts with definite lives are reviewed for impairment, ‘whenever events or

changes in circumstances indicate that their carrying valués may not be recoverable. For the purpose of
impairment testing, the recoverable amount (that is, higher of the fair value less costs to sell.and. the
value-in-use) is determined on an individual asset basis, unless the asset dees not generate cash. flows
that are largely independérit of those from other assets, in which case the recoverable amount ‘is
determined at the cash-generating-unit (*CGU’) level to which the said asset belongs. If such individual
assets or CGU. are consideréd to be impaired, the impairment. to be recognised in proFt or loss Is
measured by the amount by which the carrying value of the asset / CGU exceeds their ‘estirnatad
recoverable amount and allocated en pre rata basis. Impairment losses, i any, are recognisad in
statement of profit and loss. '

Reversal of impairment losses
Iimpairment losses are reversed and the carrying value js increased to its revised recoverable amount

provided that this amount does not exceed the carryirig value that would have been determined had no
|mpalrment_. loss been recogrised for the said asset in previous years,

Provisions

Provisions are recognised when the Company has-a present obligation (legal or constructive) as a result of
B past évent, it is probable that the Company. will be required to settie the- abligation, and which a reliable
estimate can be made of the amount ¢f'the obligation.

The amount recogmsed as. a provision is the best -estimate of the consideration required to setile the
present obl:gatmn at the statement of- comprehenswe income date, taking into account the risks and
uncertaintigs surrounding the obligation.  Where a provision is measured .using the cash flows éstirated to
settle the present obligation, it§ carrying amaount is the present.value of those cash flows..

When some or-all of the economic benefits required to settle a provision are expected to be recovered
from a third party, the receivable is recognised as an: asset i if is virtually certain that reimbursemeént will
be received and thé amount of the réceivable can be measured reliably.

Leases

Qperating lease payments are: recognised as an expense on a straight-line Basis over the lease term,
except where another systematic basis is more. representative of the time pattein in which economic
benefits from the leased asset are consumed. Contingent rentals arising under operating leases are
recognised-as an expense in the period in which they are incurred.

In. the event that lease incentived are received to enter into operating leases, such incentives are
recognssed as a liability. The aggregate benefit of incentives is recognised as:a reduction of rental experise
on a straight-line basis, except where another systematic-basis is more representative of the time: pattein
in which économic benefits from the leased agset are consumed,
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3.13

3.14

3.1i5

3.16

Receivables

Receivables. are recogmsed initially at fair value and subsequently measured.-at amortised cost

using the effectwe interest method. A provision for impairment of receivables is established.

when there is objective evidence that the company will riot be able to collect afl the amounts due

dccording to the ongma] terms of recelvables The amount of the provision is the difference.

between the carrying amount and the: present value of .expected cash flows, discounted at the

effective financial asset’s original effective interest rate. The impairment loss is recognised in.

profit or loss.

Cash and cash equivalents

Cash and cash equivalent in_c'ludes cash in hand, deposits held at call with banks, other short.
‘term highly liquid investments with original maturities of three months or less, and bank.

ovérdrafts measured at amortised costs.

‘Bank ovérdrafts that atre re‘payable on demand and form an integral part of the Company's cash

management are included as™ a component of cash and cash equivalents for the purpose of the
statemnént of cash flows.

Statement of cash fiow

Cash flows are reported using the indirect method as per IAS-7"Statement of cash flows",
whereby profit for the period is adjusted for the effect of transactions of a non-cash hature, any
deferral or accrual of past or future cash operating receipts or payments and item of iricormie or
expenses associated with investing or financing cash flows: The. cash flows from operating,

‘investing and financing activities are segregated,

Finandial instruments

‘Financial agsets and financial liabilities are recognised in the Company's statement of financiat

position when the Company becomes @ party to the contractual provisions of the instirument.

Financial assets and Fnancral liabilities are initially measured at-fair value. Transaction costs that
‘are directly attributable to the acquisition or issue of financiat assets- and financial ligbilities.
{other than financial assets and financial liabitities at fair value through profit orloss) are added:

to or deductéd from the fair value of the financial assets or financial liabilities, as. approprlate, on
initial recognltlcn Transaction costs, dlrectly attributable to the acquisitioni of financial assets or
financial liabilities at fair value through profit or loss are recognised immediately in profit or loss.

Financial assets.

Alf regular way purchases or-sales of financtal assets are recognised and derecognised on atrade’
date basis, Regular way purchases or sales are purchases or sales of finandial assets that require.

delivery of assets within the fime frame established by reg_u[atlon or convention in the: market

All recognised financial assets are rmeasuréed subsequen‘tly in their entirety at either amortised

cost or fair value, depending on the classification of the financial assets.
Classification of financia! assets

Debt instruments that meet the: fallowing coriditions are measured subsequently at amortised
cost:

' the financial asset is held withih.a business model whose ob]ectwe is to. hold financiat assefs in
_order to collect contractual cash flows; and

» the contractuai terms of the fihancial asset give rise on specified dates to.cash flows that are

solely payments of principal and interest on'the principal amount outstanding:

Debt instruments that meet the followmg -conditions are measured subsequently at fair value
through other comprehensive mcome (FVTOCI):

the financial asset is held within a businéss model whose objective is achieved by both collecting:

contractual cash flows and selling the financial assets; and

the contractual terms of the fihancial asset give rise on specified dates to cash flows that are.
-solely payments of principal and interest on the principal amount outstandmg
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@

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUUED)

Financial instruments {Continued)

Financial assets (Continued)

By default, all other financial assets are measured subsequently at féjr value through profit or
loss {FVTPL).

Despite the foregoing, the Company may make the following irrevocable election/designation at-
initiai recognition of a financial ssset:

the Company may irrevocably élect to present subsequent ‘changes in fair value of an equity

investment in other comprehensive income if certain criteria are met: and

the Company may irrevocably designate a debt investment that meets the amiortised cost or
FVTOCI criteria as measured at FVTPL if doing 50 eliminiates or 5|gmfcantly reduces an

Amortised cost and effective inferest method

The: effective interest method is a method of calculating the amortised cost of a debt instrument,
and o'f-allocating' interest income dver the relevant period.

For financial assets other than purchased or originated credltwlrnpalred financial asséts (i.e.
assets that are credit-impaired on initial recognition), the effective interest rate is the rate that:

.exactly discounts estimated future cash receipts (mcludm_g_ all fees and points paid or received
that form an integdral part of the effective interest rate, transaction costs and other premiums or

discounts) excluding expected credit losses, through-the expected life of the debt instrument, or,
where appropriate, a. shorter period, to the gross carrying amount of the debt instrument on
initial recbgnition For :purchased or originated credit-impaired financial assets, a credit-adjusted
effective intérest rate is calculated by discounting the: estimated future cash fiows, including

expected creditlosses, Yo the amortised cost of the debt instrument on initial recognition.

The:amortised cost of a financial asset is the améunt at which the financial asset is maasured at
injtial recognltlon ‘minus the principal repayments, plus thé cumuiative amortisation using the

effective interest method of any difference between that initial amount and the maturity amount,

adjiisted for any loss allowance. The gross carrying amount of a fmanczal asset is the amortised

‘cost of a financial asset before adjusting for any loss allowance,

Interest income is recognised using. the effective interest method for debt instruments measured
subsequently at amortised cost and at FVTOCI. For financial assets othér than purchased or

‘originated credit-impaired financial assets, interest income is. calculated by applying the effeciive
interest rate to the gross carrying afmount of a financial asset, except for financial dssets that

have subsequently become credit-impaired (see below). For financial assets that have
subsequently become credit-impaired,. interest income is recognised by applying the effective
interest rate to the amottised cost of the financial asset. If, in subsequent reporting periods, the-

:credit tisk on the credit- lmpalred financial instrument improves so that the financial asset is no.

longer credit-impaired, interest income is recognised by applying the effective interest rate fo the.
gross.carrying amount of the financial asset.

For purchased or orlgmated ‘credit-impaired financial assets, the Company recognises interest

Income by applylng the credit- adjusted effective interest rate to the .amortised cost of the

financial asset from initial récognition,

The -calculation. does not revert to the gross basis even if the credit risk of the financial asset

subsequently improves so-that the financial asset is no longer credit-impaired. Interest income is.
recognised in profit or loss.

Foreign exchange gains and losses
The carrying amount of financial assets that are denominated in a foreign currericy is determined

in that foreign currency and translated at the spot rate at the end of edch reporting period.
Specifically;
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial instruments (Continued)

Financial assets (Continued)

 for financial assets measured at amiortised  cost that are ‘not part of a designated hedging

relationship, exchange differences are.recogniged in profit orloss:

for debt instruments measured at FYTQCI that are not partof a deSignai’:ed bedging relationship,
exchange différences on the amortised cost of the debt instrument are recognised in profit ér-
loss.. Other exchange differences -are récognised in other camprehensive income in the
investments revaluation reserve;

for financial assets measured -at FVTPL that are not part of a designated hedging relatlcnshlp,
exchange differences are recognised. in profit.or loss; and

for equity ‘instruments ‘measured at FVTOCI, exchange differences are recognised in other

comprehensive income inm the investinents revaluation réserve,

Impairinent of financial assets:

The Company recognises a loss allowance for expected credit losses on investments in deht
instruments that are measured at amortlsed cost ar at FVTOCI, lease receivables, trade

Teceivables and contract assets, as well as on financia guarantee contracts, The amount of

expected credit losses is updated at each reparting date to reflect changes in credit risk since
initial recognition of the respective financial instrument.

The Company always recognises. lifetime ECL for trade receivables, contract assets and lease
Téeceivables. The expected credit losses oh these financial assets are estimated using a provision
matrix based .on the Company‘s historical credit loss experience; adjusted for factors that are.
specific to the debtors, general economic conditions: and an assessment: of both the current as
well as the forecast direction of conditions at the reporting date, including time vaiue of money
where appropriate.

For alt other financial instruments, thg Company recognises lifetime ECL when there has been a

significant increase in credit risk since initial recognition. However, if the credit risk on the
financial instrument has not increased significantly since initial recognition, the Comipany

‘measures the loss allowance for that financiat instrument at-an amount equal to 12- month ECL.

Lifetime ECL represents the expected credit losses that will fesult from all possible default events
over the expected life-of a financdial instrument.: In contrast, 12-month ECL represents the portion
of lifetime ECL that is expected. to result from default events on a financial instrument that are
possible within 12. months after the reporting date.

Significant increase in credit risk

I assessing whether the credit risk on a financial instrument has. increased significantly since
initial - recognition, the Company compares the risk of a default occurring on the financial
instrument at the reporting date with the risk of a defauit. occurrlng on the financial instrument; at-
the date of initial recognition. In making ‘this assessment, the Company considers both

-quantltatlve and qualitative informiation that is. reasonable and supportable, |nclud|ng historical’

experience: and forward-looking information that is. available without undue cost or effort.

Forward-looking information considered includes the future prospects of the industries in which

the Companys debtors operate, obtained from economic expert reports; financial analysts,

governmental bodies, relevant think-tanks and other similar organisations, as well as

consideration of varidus external sources of actual and forecast economic mformatlon that relate.
to the Company’s core operations.

In particular; the folléwing information is taken into account whén ‘assessing whether credit risk

has increased 5|ngcantly since.initial recognltlon

an actual or expected significant deterioration in-the financial instrument’s external (if.available)

or internal credit fating;
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial instruments _{CDntin‘ued).

Financial assets (Continued)

Significant increase i credit risk (Continued)

é’igniftant deterioration in -external market indicators of credit risk for a particular financial
instrument, e.g. a significant increase in the credit spread, the credit default swap. prices for the

debtor, or the fength of time or the extent to: which the fair value of a financial asset has been
less than its amortised cost;

existing or forecast adverse changes in businéss, financial or economic conditions that are
expected to cause a-significant decrease in the debtor’s ability to meet its debt obligations;

an actual -or éxpected significant detefioration inf the operating results of the debtor;

significant increases in‘ eredit risk on other financial instruiments of the same debtor;

an actual or expected significant adverse change in the regulatory, economic, or téchnological

environment of the debtor that results in a significant decrease in the debtor's .ability fo meet its
debt obligation

Trrespective of the cutcome of the above assessment, the Company presumes that the credit risk -

on a financial asset has increased s:gn:flcantly since initial recognition when contractual
payments are mere than 30 days past dué, unless the Company has reasonable and supportable
information that demonstrates otherwise.

Desp_lte the. foregoing, th_e'- Company assumes that the crédit risk on a financial instrument has

not increased significantly since initlal recognition if the financial instrument is determined to
have low credit risk at the reporting date. A financial instrument is determined to. have low credit

Thé financial ifistrument has a low risk of default,

The debtor has.a strong capacsty to meet it contractua! cash flow obligations in-the near term,
and

Adverse .changes in .economic and business conditions in the longer term may, bul will not
necessarily, reduce the ability of the bdfrower to fulfil its contractual cash flow obligations.
Definition of defatilt

The ‘Company considers the following as constituting an event of default for internal credit risk
management purposes as historical. experience indicates that financial assets that meet either of
the following criteria are generally not recoverable:

when there is a'breach of financial covenants by the debtor; or

infarmation 'deve_loped internaily or obtained from external sources indicates that the debtor is
unlikely to- pay its creditors, including the Company, in full {without takirg into accéunt any
collateral held by the Company

Irrespective of the above analysis, the Company considers that default has occurred when a

financial asset is- more than 90 days past due unless the Company has reasonable and

suppertable information to demonstrate that a more laggtng default criterion is more appropriate.

Credit-impaired finarncial assets

A financial asset is credit-impaired when one or more events that have a detrimental impact on
the estimiated future cash flows of that financial asset have occurred. Evidence that a financial
asset is credit-impaired iricludes observable data about the Tfallowing events

51_gn|ﬁcant'f|nanmal difficulty of the'issuer or the borrower;

a breach of contract, such-as a default or past due event;

the lender(s) of the borrower, for economic or contractual reasons relating to the borrower’'s

financial difficulty, having granted tg the borrower a concession(s) that.the lender(s) would not’
otherwise consider;

it is becummg probable that the borrower will enter bankruptey or other financial reorganisaticn:
or

the disappearance of an active market. for that financial asset because of financial difficulties.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
3.16 Financial instruments {Continued)
Financial assets (Continued)

(iv) Write-off policy

Thie Company writes off a financial asset when there'is information indicating that the debtor is in
severe financial difficulty and there is no realistic prospect of recovery; €.g. when the debtor has
been placed under liquidation or has entered into bankruptcy proceedings, -or in the case of trade
receivables, when the trade receivabies has crossed the’ law of limitation period past due,
whichever occurs sconer. Financial assets written off may still be subject to enforcement.

‘activities under the Company’s recavery procedures, taking into account legal advice where

appropriate. Any recoveries made are recoanjsed in profit or loss.

(v) Measurement and recognition of expected credit losses

The measurement of expected credit losses is a function of the probability of default, loss given
default {j.e. the. magnitude of the loss if there is a defauit) and the exposure at default. The
assessment of the probability of default and loss given default is based on historical data.
adjusted by forward-looking information as described above.

As for the exposure at default, for fikancial assets, this is represented by the assets” gross

carrying -amount at the reportmg date; for financial guarantee contracts, the éxposure includes:

the amount drawn down as at the reportmg date, tegethar with any additional amounts expécted
to be drawn down in the future by default date determined based on historical trend, the
Companys understandmg of the specific future financing needs of the debtors, and other

‘relevant forward-looking information.

For financial assets, the expected credit loss is .estimated as the difference between all
contractual cash flows that are due to the Company in d@ccordance with the contract and all the

.cash flows that the Company expects to.receive; discountéd at the original effective interest rate.

The Company recagnises an Impairment .gain or 1055 in profit of {0ss for all financial instruments:

with a corresponding adjustment to their carrying amount through a loss allowance -account.

Derecognition of financial assets

The Company derecognises a financial asset only when the coritractual rights to the cash flaws
from the asset expire, or when it transfers the financial asset and substantially all the nsks and

rewards of ownership of the asset ta aiother entity. If the Company neither transfers nor retains
substantially all the risks and rewards of ‘ownership arid continues to control the transferred
asset, the Company recognises. its rétained interest in the asset-and:an associated ||abt||ty for

.amounts it may have to pay. If the Company retains substantially a!l the risks and rewards.of
_ownershl_p of a t_r_ansfer_'red financial asset, the Company contindes to recognise the financial
-asset and also recognises a collateralised borrowing for the proceeds received.

On derecognition of a financial asset measured at -amortsed cost, the difference between the

‘asset’s carrying amount and the.sum of the consideration received and. receivable is: recognised

in profit or loss. In.addition, on derecoghition of an investment in a debt instrument classified as
at FVTOCI, the cumulative gain -or loss -previously accumulated in the investments revaluation
reserve is reclassified to profit or loss. In contrast; on derecegnition of an investment in- equity
|n5trument which the Company has. elected on initiaj recegnition to measure at FVTOCI, the

cumulative gain or Ioss previously accumulated in the.investments revaluation reserve is not

reclassified to profit-or loss, but is transferred to retained earnings.
Financial liabilities and equity
Classification as debt or eqguity

Debt and €quity instruments are classified as: either financial liabilities or as:equity in accordance.

-with the substance of the cohtractual arrangeéments and the definitions.of a financial’ liability and
an equity mstrument

Eqiity instrirnents

An equity instrument is any contract that evidences a residual interest in the assets of an entlty
after deducting ali of its fiabilities. Equity instruments issued by the Company are recognised at

the procegeds received, net of direct issue costs,
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‘SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial instruments (Continued)

Financial liabilities and equity ( Continued}

Repurthase of the Company’s own eguity instruments is recognised and deducted directly in equity. No
gain or loss is recognised is profit oF loss on the purchase, saie, issue or cancellation of the Company’s
own equity instruments.

Finaricial liabilities

All financial liabilities are measured subsequently at amortised cost using the effectivé interest method

or at FVTPL.

The effective interest method is a method of calculating the amoitised cost of a financial liability and of
allocating interest expense over the relevant period. The effective iriterést rate is the rate that exactly
discounts estimated future cash payments (including ail fees and points paid of received that form an
integral part of the effective interest rate, transaction casts. and other prémiums, or discoants) through
the expected life of the financial liability, or {where appropriate} a shorter period, to the amortised cost
of a finarcial Kability.

Foreign exchange gains and losses
For financial liabilities that are dencminated in a foreign currency-and are -measured at amortised cost

-at the end of each reporting period, the forengn exchange gains-and losses are determmed based on the

amortised cost of the instruments. These forelgn exchange gains and iosses are recognised in the “other
gains’and losses’ line.iterm in. profit or loss.

The fair value of financial liabilities. denomiinated in a foreign currency is determmed in that forewgn

currency and translated at the spot rate at the énd of the reporting period.

Perecogriition of financial Habmt.fes

The Company derecognises financial liabilities when, and only- when, the Company'’s obligations ‘are
discharged, cancelled or have expired. The difference between the casrying amount of the financial
liability derecognised and the consideration paid and payable is: refogniséd in profit.or loss.

‘Share capital

Issued ordinary shares are classified as 'share capital’ in equity when the Company has an un-
conditional right to avold delivery of cash or ancther financial asset, that is, when the dividend and
repayment of capital -are at the sole and absolute discretion of the Company and there’is no contractual
obligation whatsoever to that effect.

Pavables

Payables are recognised initially at fair vaiue and subsequently measured at amortised cost using the
effective interest method.

Contingencies

A disclosure for a contingent liability is made when there is a possible obligation or a présent-obligation
that may, but probably will not, require an outflow of resources. When there is & possmle ‘obligation or a
present obhgatwn in respect of which the likelihood of outflow of resources is remotg, no provision or
disclosure is made, Cantingent, assefs are not recognised and disclosed only where an inflow of

‘econortitc benafits is. probable.

Comparatives

Where necessary, comparative figures have been adj’usted to confirm with changes in presentatibn in
the current year

Dividend

Dividend payable to the company's shareholders are.charged to equity in the period in which they are
declared,

Interest income

Interest income from a financial asset’is recognised when itsis probable that the economic benefits will
fiow to the Company and the amount of income can be measured reliably. Interest incomeé is accrued
on -a timely basis, by reference to the. principal outstanding.and: at the effective interest rate’ applicable,
which js the rate that exactly discounts estimated future. cash receipts through the expected useful life

of the financial asset to that asset’s net carrying amount on initial recognition.
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4.

(1)

(ii)

CRITIEAL ACCOUNTING ESTIMATES AND JUDGEMENTS

Estimates and judgements are continually evaluated and are based on historical experience and other
factors, including experience of future events that are believed to be reasonable under the circumstances;

Critical accounting estimates and assumptions

The compariy makes estimates and assumptiofis concermng the future, The resultmg 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 aré addressed below.

Receivables

Critical estimates are made by the directors in determining thé recoverable amount of impairéd receivables.
Factors taken into consideration in making such judgements include historical trends and the numbei of
days a debt is past its due date for payment. The carrying amount of impaired receivables.is set out in Note
16.
Taxes
1 Current income tax

Current income tax is measured at the amount expected to be paid to the tax authorities in agcordance

with the Incomie Tax Act. The tax rates dnd tax laws used to compute the amount are those that are’
enacted or substantively enacted, by the reporting date.

2 Deferred tax

Deferred income taxes reflects the impact of current year timing differences between taxable. income: arid
accounting income for the year and reversal of timing differences of earlier years. Deferréd tax is
measured based on the tax rates and the tax laws enacted or substantively enacted at the balance sheet
date.

Determination of residual values and useful lives:

Judgement -and estimations are used when determining the res:dual values -and. useful lives of property,
plant and equipment or annual basis,

Critical judgements in applying the entity’s accounting policies

In the process of- applymg the company $ ‘accounfing policies, managemant has made Judgements in
determining:

» the cla_55|ﬁca'tion._-'0f financial assets and leases.

» reveriue recognitioni allocation to different components..

« determining whether assets are impaired, or not.

Financial risk management objectives. and policies

The Company's principal financial instruments comprise cash and cash equivalents, receivables and
payables, Thése instruments arise dlrectly from its. operatlons The Company does not speculate or krade in
derivative financial instruments.

The Companys activities expose it to a variety of financial risks; market risk (in¢luding foreign exchange
risk, interest rate risk and price risk),. credit risk, liquidity risk and operational risk. The directors review and
agree policies for managing these risks.

The directors have overall responsibi]ity‘ for the establisiment and ovérsight of the company's risk
management framework. The company’s overall risk raragement programme focuses on  the

unpredictability of financial markets and seeks to minimize potential adverse effects on its financial
performance.

Market risk
Market risk is: the risk that the fair value or future cash f|0WS of financial instruiments will fiuctuate due to
changes in market variables such as foreign exchange rates, interest rates and ‘equity prices, The objective

of market risk management is to manage and control market risk exposure within acceptable levels, while.
optimizing on the returmi on the risk.
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‘5,

Financial risk management objectives and poliéies {Continued)

(i}. Foreign exchange risk

Foreign exchange risk arises from future invéstrment transactions on- recognized dssets and liabilities. The
Company'’s policy is to record transactions in foreign currencies at the raté in effect at the date of the
transaction. Monetary assets and liabifities denominated in foreigh currencies are retranslated at the rate
of exchange in effect at the statement of financial position date. All gains or lgsses on changes in
currency exchanae rates are accounted for in the statement of profit or loss.

The Company. operates wholly within Zambia and its-assets and liabilities are mainly denominated in {ocal
curtency.

(ii) Interest rate risk

Interest rate risk is the risk that the future profitahility and/or cash flows of financial instruments ‘will
fluctuate because of ¢hanges in the market interest rates. The mterest rate exposure arises mainly frem
the. interest rate movemients on the borrowings. However, the: company does not engage in borrowing
activities-as its obligationis to hold cash-in trust.

Credit risk

Credit risk is the risk of financial loss to the company if a customer or counterparty to -a fihancial
instrumient fails to meet its contractual obligations, -and. arises-principally from the trading acgtivities as
well as placement and balances with other counterpames advances to. customers, -deposits held ‘with
variouss services providers, prepayments and bank: balances. The Company does not involve. itself in
trading activities hence it'is not exposed to credit risk:

(i) Concentration of credit risk
Amount due from debtors best represents the cempany’s maximum exposure to the oredit risk or
concentration of the credit risk. The Company only holds funds in trust, and there is no rating on debtars.

The carrying amount: of financial ‘assets represents the maximum credit exposure. The maximum
exposure to credit.risk at the reporting date was:

Kwacha Carrying amount
Financial asseis

Trade receivables (net) 16 5 614 360 989 088:
Amounts due from, related parties 22(a) 36660 169 497 627
Cash and cash equivaients 18 7 064 229 4 553 523

49338 758 6 040 237

As-at 31 December, the ageihg analysis of trade receivables is, as follows:

Past due
_ and
Neithei past Past due but not impaired impaired
due nor 30 - 60
Total impaired < 30 days -days 60 - 90 days > 90 days
K K K _ K K K
2018 5979 687 2570623 2218602 689 249 135 886 365 327
2017 1521 169 588 200 315 959 69 280 15 649. 532081

Liquidity risk

Liquidity risk: is the risk that the Company witl encounter difficulty in meefing its obligations from its
financial liabitities. The Company’s approach to managing liquidity is to ensure, as far as possible, that it
will always have- sufficient liquidity to meet its liabilities when due, under both mormal and stressed
conditions, without incuirring unacceptable-.iosses-or risking damage to the Company’s reputation.
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5.

Financial risk management uhjectives and policies {continued)

Carrying amount

Note 2018 2017
Financial liabilities
Amounts due to rel'a__ted. parties 22 {c) 63862992 80698 140
Trade'and other payables 21 5888 153 5 071 756

69 751 145 85 769 896.

The-tahle_ below summatises the maturity profile of the Company's financial liabilities at the reporting
date based on contractual undiscounted payments.

Within 1 Between Between Greater than

year 1-2years 2-5vyears 5 years Total
K K 14 K K

31 December 2018
Amounts due to related parties 63 862 992 - - - 638629902
Trade and other payables 5 888 153 - - - 5 888 153
69 751 145 - - - 69 751 145
31 December 2017 B
Amounts due to related parties 80 698 140 - - - 80 698.140
Trade and other payables 5071 756 - - - 5071 755
85 769 896 - - - B85 769 896,

Operational risk

Operational risk is the risk- of direct or indirect less afising from a wide variety of causes associated with
the company’s processes, personne!, technology and infrastructure and from external factors other than
credit, market and liquidity risks Such as thase arising from legat and regulatory requirefnents and
generally accepted standards- of corporate behaviour. Operationat risks arise from all of the company’s:
operations and are faced by all business entities.

The Cornpiny’s objective is to manage op'erational risk so as to balance the avmdénce of flnancial losses
and damage to the Company’s reputation with overall cost effectlveness and to avoid control procedures.
that restrict initiative and-creativity.

The. primary responsibility for the development and lmp!ementation of controls to address operational risk
is assigned to management of the Company.

The Company has developed processes :of ‘oVerall company’s -standards for the managemeant of
operational risk in the following areas:

-Requirements for appropriate segregation of duties, including the independent authorisation of
transactions. ' .
» Requirements for the reconciliation and monitoring of transactions.

+ Compliance with regulatory and other legal requirements.
+ Documentation of controls and procedures.

< Requirements for the year assessmerit of cperational risks faced, and the adequacy of controls
and procedures to-address the risks identified.

- Requiremients for the reporting of operational losses and proposéd remedial action,
- Development of contingency plans,

- Training and professional development,

- Ethical and businéss standards:

{i) Risk management’

Risk is'inherent in the company's activities but it is managed through a pracess of ongoing.identification,
measurement and monitoring,- ‘subject te risk limits and other controls: This procéss of risk management
is critical to the-Company's continuing viable operations.
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5.

ic.

Financial risk management objectives and policies (Cont'd)

-Operational risk (Cont'd}

(i) Risk management (Cont'd)

.Exposure to market risk: (inciuding currency risk, interest raterisk and price risk), credit risk and liquidity

risk arises in the normai course of the company's business.
(ii) Operations

The directors have put in place intérnal control systems which include instituting .ostensibly to ensure

-adequate accounting reécords. are maintainéd.

Capital management

The primary _.object'ives_ of the Company is to hold, in trust, the funds owing to the Airtel Maobile’
Comrmierce Zambia Limited e-value holders and’ sa'feguard the safety and sanctity of these funds. The
Company does not trade and is not allowed fo deal in these funds otherwise than to settle obligations
arising from genuine transaction of Airtel Mobile Commerce Zambia Limited E-value. The principal

obligation of the Company is:not to maximize wealth but to safeguard third party funds.

The capital structure of the Company consists of share. capital and reserves. In order to maintain or
adjust the capital structure, the Company may return loan capital to shareholders, issue new shares or

sell assets to reduce debt;
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REVENUE.
Kwacha ‘2018 2017
Transaction charge on cash withdrawals 132 189526 16°692 999
Airtime recharge transaction fees 21 968 847 2484 436
Other fees and charges 19 690 933 310 765
Merchant collection service fees 17 045099 4 254 319
Bulk payment service fees 1 651.310 '1.069 023
‘Servite feés on international money transfers 477 667 48 594
Transaction charge on cash withdraw (off net) 373 445 323 289
Bank transfer service fees 68734 100 546
193 465 561 25 283 970
NET EXCHANGE GAIN/(LOSS)
Net exchange gain/(loss) 138'615 (145 738)
FEINANCE TINCOME
Interest income on bank balances 357 197 393629
PROFIT BEFORE TAX
Profit before tax is stated after recognising:
Interest income (note 9) - 357 197 393 629.
Receivables - reversal of provision for impairment losses (note 16) 166 754 -
and after charging:
Employee benefits expénses 3 318139 3776 804
Depreciation on property, plant and.equipment {note 14) 1371626 612 415.
Amortisation of intangible: assets (note 15} 299 605 -
Auditors' remuneration: 3 _ 296 881 721 364
Receivables - provision for impairment losses (note. 16) - 249 484
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NOTES 70O THE FINANCIAL STATEMENTS (CONTINUED)
for the vear ended 31 December 2018,

11.

12,

Kwacha
EMPLOYEE BENEFIT EXPENSE

The following cantributions to pensions/funds were included within

the salaries and wages expenses:

Aon Zambia Pension Fund Administrators Limited

National Pension Scheme Authority

INCOME TAX EXPENSE

The components of income tax expense for the years ended 31

December 2018 and 2817 are;

Deferred income tax (note 13)
Cufrent income tax

Income tax expense

The tax charge for the year can be reconciled to thé profit before tax as foliows:

Profit before income tax.

Tax calculated at the statutery income tax rate of 35%

Tax effect of:

Adjustments _

Tax asset in respect of prior year

Timing differences

Expenses not deductible for tax purposes.
Income tax expense

Inconie tax payable {recoverable)

Current incoimié tax miovement in the statement of financial position:

At 1 January

Payments during the year

Withholding tax Credits{Tax deducted at source)
Current tax charge for the year

At 31 December

Tax losses are anaiysed as follows

Tax losses
utilised

K
(10 078 310)
(17 215 661)
(17 806 813)
(9 496 303)

2018 2017
195176 230 013
‘50 258 76 531
245 434 306 544
(387 507} B

2 292 381 133 063
1904 874 133 063
60 150 788 505 978
21 052.776 177 092
(19 457 761) -
- 38 201
309 861 (82 231)

1 904 B74 133 063
(395 528) (409 315)
(65 000) (119 276)
(756 357) -

2 292 380 133 063
1 075 495 {395 528)

Expired tax _

losses 31.12.2018

K K

Charge year 1.1.2018

K
2013 10-078:310
2014 17 215 661
2015 17-806.813
2016 9 486 303
Total tax losses 54 597 088

{54 597 088)
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NOTES TO THE FINANCIAL STATEMENTS (CONTI_NUED)
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13. DEFERRED TAX

In priof years, deferred tax assets were not recognised because it was considered not probable that
future taxable profit would be available against which these would be utilised against or realised.

As it is now considered probable that there will be taxable profits against which the deferred tax assets.
will be utilised against in the future, deferred tax has been recognised. This has been.calculated using
the applicable enacted income tax rate of 35%

The folipwing are the major defefred tax. assets and liabilitiés recognised by the company and
movements thereof during the current and prior reparting period

Kwacha

At beginning .of yedi

Charge (credit). for the year 19 070 253 (38 202)
At end of year {(387.507) (19457 761)
01.01.2018 Movement 31.12.2018
K K K
bDeferred tax assets _ _
Tax losses (19 317 461) 19 317 461 -
Other provisions (169 911) 42047 (127 864)
Property plant.and equipment 29 612 (289°255) {259 643)
Net deferred tax assets (19 457 761) 19 070 253 (387 507)
'01.01.2017 Movement  31.12.2017
_ K K K
Deferred tax assets _ o
Tax losses (15 108 981) (208 480) (19 317 461)
Other provisions (262 617) 92 706 (169.911)
Properiy plant and equipmeant’ {147 760) 177372 29 612
(19 519 358) bl 588 {15 457 760}
Deferred tax liabilities
Exchange differences ‘99 799 . {99 759) -
Net deferved tax assats {19 419 5_59_) (38.202) {19 457 760)

2018

(19 457 761)

2017

(19°419.555)
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Kwacha

14, PROPERTY, PLANT AND EQUIPMENT

_ Furniture & Assets in
Computers other equipment progress Total

Cost

At 1 January 2017 3 660 476 2 574 303 38 414 6 273 193
...... Additions - 784 733 _ - 784 733

Transfer - 38 414 (38 414) -

At 31 December 2017 3 660 476 3 397 450 - __ 7057926

At 1 January 2018 3 660 476 3 397 450 - 7 057 926

Additions - 1 357593 - 1 357 593
"""" At 31 December 2018. 3 660 476 4 755 043 - 8 415 519

Accumulated 'depr.eciatiun‘

At 1 January 2017 3 169 242 2.574 302 - 5743 544

Charge for the year 404 937 207478 - 612 415
----- Al 31 December 2017 3 574 180 2 781 780 - 6 355 959

At 1 January 2018 3 574 180 2781 780 - 6 355 960
- Charge for the year 86 296 1 285 330 - 1371626

At 31 December 2018 3 660 476 4067 110 - 7 727 586
""" Net book value

At 31 December 2018 - 687 933 - .687 933
"""" At 31 December 2017 86 296 615 670 - 701 967

15 INTANGIBLE ASSETS Licence fees Total

Cost

At 1 January 2018 - -

Additions 326 842 326 842

) At 31 December 2018 326842 326 842

Amortization

At 1 January 2018 - _ -
- Charge foar the year 299 605 299 605

At 31 December 2018 299 605 299 605

At 31 December 2018 27 237 27 237

The License fees-are payable to Comviva for mobiquity mobile financial services platform which allows
for services such as the sending.and: transfer of money, bulk payments, merchant transactions, savings

and loans.
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Kwacha 2018 2017
16 Trade and other receivables
Trade receivables 5 979 687 1 521 i69
Impairment provision {365 327) (532 081)
5 §14 360 989 088

The average credit period on sales of services is 30 days.. No interest is charged on outstanding trade
receivables. The expected credit loss (ECL) is malnly based on the ageing of the receivable balances and
historical experience. The’ receivables are assessed on an individual basis or greuped into. homogeneous
groups and assessed for impairment collectively, depending on their significance. Moreover, trade
receivables are written off oh a tase to case basis if deemed not to be collectible. on the assessment of
the underlying facts and circumstances,

The Company uses a provision. matrix to measure the expected credit loss of trade receivables, Refer
below note for details on the impairment of trade recgivables. Based on the industry practices and the
business environment in which the entity operates, managerment considers that the-trade recsivables
are credit impaired-if the payments are more than 90 days past due,

The Company performs on- -going credit evaluations of its customers’ financial condition and monitors the
credit-worthiness of its custdmers to ‘which it grants credit in its ordlnary course of business. The gross
caitying ameount of a financial-asset is written off {gither partlally or in full} to the extent that there is no
realistic prospect of recovery. This is generally the case whei the Company determinegs that the debtor
does not have assets or sources of incoma that tould generate sufficient cash flows to repay the amount
due. Where the financial asset has been written-off, the Company continues to engage in enforcement

_actlwty to attempt to recover the receivable due. Where recoveries are made; these are recognised in

profit and loss.

There has beef ‘no change. in the estimation techniques or significant assumptions made during the
current reporting period.

The entity writés off a trade receivable when there is information indicating that the debtor is in severe

financial difficulty -and there is no realistic prospect of recovery; e.g. when the debtor has been placed

under liquidation or has entered into bankruptcy proceedings, or when the trade réceivables has crossed
the law of limitation perlod past due, whichever occurs earlier. None of the trade receivables that have
been written off is subject to enforcement activities.

As:the-entity’s historical credit Ioss .experiénce does not show significantly different loss patterns for
different customer segments; the provision for loss alifowance ‘based on past due status is riot further
dlstlngu_lshed between the Entity’s different customer base.

As at'31 Decernber 2018, trade recéivables with an initial carrying value of K365,327 (2017: K532 [081)
were impaired and fully provided for. The movemeant in-impairment provisions is as follows:

Individually Collectively
impaired impaired Total
K K K
At 1 January 2017 282 597 - 282 597
Charge for the year 249 484 - 249 484
Al 31 December 2017 532 081 - 532 081
Credit for the year (166 754) - {166 754}
At 31 D'ecemb_er-ZO'I_B 365327 - 365 327
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17.

18.

19.

20,

21.

22,

Kwacha

‘Funds held in trust

Cash at bank held in trust

Interest earned on cash at bank held in trust

Funds held on behalf of customers-are held on bank acceunts bearing

af interest at the annual rates mentioned below:

Bank 2018

Citi bank 9,50%
Atlas Mara Banl 7.75%
Zambia National Commercial Bank 7.00%
Barclays Bank 9.50%

Bank and cash halances

Bank and cash balance

2018 2017
327 480849 66 788 090
18 480 989 5 030 624
345970838 71818 714
2017
9.50%.
MN/a
N/a
N/a
7 064 229 4 553 523

Bank accounts bear interest at the rate of 9.5% perannum (2017: 9;5%). Interest earned has been

disclosed in note 9.,

-Share capital
Authorised share capitat:

208,000,000 ordinary shares of K 0,01 each

Issued and fully paid:
200,000,000 ordinafy shares of K 0.01 each

Due to customers

Customer deposits
Initerest earned on trust accounts

Trade and other payables

Trade payables
Othér payables

2 000 0G0 2 000 000
2 000000 2000 000
327 479947 66 788 090
18492839 5031 578
345972 786 71 813 618
533294 1746396
5354859 3325360
5888153 5071756

Trade payabies are non-interest bearing and have an average term of

-60 days.

Other payables are non-interest bearing and have an ‘average term of

Eix moriths.

The comipany has finandal risk mariagement policiés in place to énsure
that all payables are paid within pre agreed credit terms.

Related party disclosures

Airtel Mobile Commerce Zambia Limited's immediate parent company is Airtel Mobile Commerce BV, a
company incorporated-in' Netherlands arid Step up parent company is Bharti Airtel. Limited , a company

incorporated in India.

Name of shareholder

Airtel Mobile Commerce Holding B
Airtel Mobile Commerce BV

The- shareholdirig of the Company as at 31 Decémber 2018 and 2017 is as stated below:

2018 and 2017

Number of %
shares shareholding
2 000 000 1%
188 000 000 99%
200 000 0G0 100%:
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22.. Related party disclosures (Conti’nued)

(a) Amounts due from related parties

(b)

Name of related parties

Airtel Networks Zamibia Plc

‘Airtel Networks Zambia Plc

Airtel Networks Zambia Plc

Alirte] Networks Zambia Plc

Airtel Mobile Commerce
Limited

Airtel Mobile Commerce
Rwanda Limited

Name of related parties

Airtel Networks Zambia Plc

Nature of

Fellow
subsidiary
Fellow
subsidiary

Fellow
subsidiary-

Fellow
subsidiary

Fellow
subsidiary
Fellow
subsidiary

Nature of

Fellow

‘subsidiary

Sale of services to related parties

Name of related parties

Airtel Networks Zambia Plc

Airtel Networks Zambia. Plc:

‘Airtel Networks Zambia Plc

Airtel Networks.Zambia Pl

‘Name of related parties

Airtel Networks Zambia Plc

Airtel Networks. Zambia-Plc.

Nature of

Fellow

subsidiary

Feflow
subsidiary
Fellow
subsidiary

Fellow
subsidiary

Nature of

Fellaw

‘subsidiary

Fellow
subsidiary

‘Country of
relationship of incerporation

Zambia

Zambia

Zambia
.Zambia

Malawi

Rwanda

Country of
relationship of incorporation

Zambia

Country of
refationship of incorporation

Zambia
‘Zambia
Zarnbia

Zambia

Couniry of
relationship of incorporation

Zambia

Zambia
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Nature of
fransactions

Lross enarges ror
bulk payment
tGol

Airtime recharge
transaction fees

Churn reduction

‘revenue share

Cash Collection
transaction fees

International
money Transfer

International
money Transfer

Nature of
transactionis
Lrgss charges. 1or

bulk payment

ool

MNature of
transactions

Airtime recharge
transaction fees,
Bulk payment
transaction fees
Churn redeaction.
revenue share

‘Cash collection

fransaction fees-

Nature of
transactions

Aiftime recharge

transaction fees

Bulk payment
transaction fees

Balance
at 31.12.2018

K

47 915

20 395 681
96583 408
5203 303
1285 212

34 649

36 660 169

Balance
at31.12:2017

487 627

Balance
at 31.12.2018
K.

21 968 847

224 488

0 693 408

5 203 303

37 090 046

Balance
at 31.12.2017

2484 436

229139

2 713.575
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22. Related party disclosures {continied)
(¢} Amounts due to related parties

Nature of Country of Nature of Balarnice
Name of related parties relationship of incorporaticn transactions at 31.12.2018
K
Feilow Expenses paid on
Airtel Networks Zambia Pic subsidiary Zambia behalf 60 204 670
_ Fellow Management
-Airtel Networks Zambia Pic subsidiary. Zambia Fees 1.260 410
Immediate Expenses paid on
Airtel Mobile Commerce BV ‘parent fNetherlands behalf 396 316
-Ajrtel Mobile Commerce Fellow Internaticnal
Limited subsidiary Malawi money transfer- 746873
Airtel Mohile Commerce Fellow: International _
{Tanzania) Limited subsidiary Tanzania money transfer 1090 932
Airtel Mobile Commerce Fellow. International _
Rwanda Limited subsidiary Rwanda money transfer 163 791
63 862992
Nature of Country of Nature of Balance
Name of related parties relatienship of incorporation transactions at 31.12.2017
K
Fellow Expenses paid on
Aifrtel Networks:Zambia Plc ‘subsidiary Zambia behalf 80°365 883
Immediate Expenses paid on
Airte! Mobile Commerce BV parent, Netherlands behalf 332 257
80 698 140
(d} Purchase of services from related parties
_ Nature of Country of Nature of Balance
Name of related parties relationship of incorporation i{ransactions at 31.12.2018
Fellow Management
Airtel Networks Zambia Plc subsidiary Zambia fees 1 260410
Fellow: USSD service
Airtet Networks Zambia Plc subsidiary Zambia charge 60 000
_ Fellow Bulk SMS
Airtel Networks Zambia Plc subsidiary Zambia charges 665 646
Fellow Common cosk
Afrtel Networks Zambia Plc subsidiary Zambia allocation 457 301
2 443 357

23,

The-above amounts due from / to related parties have no fixed regayment terms and does not carry an
interest charge. The related parties resérve the right to demand payment at-any time.it desires.

There is-no impairment of receivables relating to amounts owed by related parties as on-31 Deécember

2018 and 2017,

Fair value measurement

‘Fair value of financial assets (Trade receivable , amount due from related parties ,-amount held in trust
,and bank & cash balance ) and financial Iiablhttes ( Trade and other payable , amount payable to
related parties, and amount due to customer) approximate to their carrying amount as on 31 .Deceimber
2018 and 2017 on account of their- current nature and they are recognised atf amortized cost as on 31
December 2018 and 2017.
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24. Capital commitments
There are no material capital commitments as at 31 December 2018 (2017: Nii).
25, Contingent liabilities
There were no known material contingent liabilities as at 31 Dacember 2018 (2017: Nil).

'26. Events after the reporting date

There havé been no material events after the reporting date ‘which would _requi’re_ ;diScIo_sure in or
adjustment. to the. financial statements for the year ended 31 December 2018 (2017: Nil).
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