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AIRTEL MOBILE COMMERCE ZAMBIA LIMITED
DIRECTORS' REPORT

~for the vear ended 31 December 2019

The. bBirectors present-their aniual report on the affairs of the company tegether with the financial statéments
and-auditor's report for the year ended 31 December 2019.

PRINCIPAL ACTIVITIES

The prmcspal activity of the company is to hold the furds in the Airtél Money infrastructure in trust, for Airtel

Money E-value account helders. There have been no significant changes in the company's business-during the
year.

SHARE CAPITAL
There were no changes to. the authorized and issued share capital during the year
RESULTS AND DIVIDEND

The Company had a profit after tax of K144,922,198 for the year ended 31 Décember 2019 (2018:

K58,245,914). The directors.do not recommend the payment of a dividend for the year under review (2018:
Nil}

FINANCIAL STATEMENTS

At the- date of this report, the diréctors were not aware of any .circumstances, which would have rendered the
values attributed to the assets and labiiities in the financidl 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 (Resigned on 15 May 2019)
Apcorva Methrotra Executive Director {Appointed on 1 November 2017)
Jaidecp Paul Executive Director {Appointed on 1 March 2019)
Ashish Kumar Executive Director {Appointed on 30 September 2019)
James Chona Executive Director {Appointed on 30 September 2019)

None of the Directers held any shares in the company (2018: Nil)

PROPERTY, PLANT AND EQUIPMENT

During thie year, the company acquired plant & eguipment of K8,821,534 (2018: K1,357,593).
NUMBER OF EMPLOYEES AND RENUMERATION

At the end of the year, the refated wages and salaries cost was K4,141,310 (2018: K 3,318;139). The
number of employees for each mionth of the year was as follows

Month 2019 2018
January
February
March

April

May

June

July
August
September
QOctober
November
Decembér

[
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HEALTH AND SAFETY

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

GIFTS AND DONATIONS.

The Company did not make any donations or g!fts to charitable organisations and events 'during the financial
year (2018: Nil).




AIRTEL MOBILE COMMERCE ZAMBIA LEMITED

DIRECTORS' REPORT (Continued)
for the vear ended 31 December 2019

AUDITORS

The Company's Auéiitdrs, Messrs _Deibitte & Touche, have indicated thelr willingness to continue in office. A
resolution: proposing their reappointment and-authorising the Directars to. fix their remuneration will be put to
the Anaual General Meeting.

STATEMENT ON CORPORATE GOVERNANCE

.Airtel Mobile Comimierce Zambia Limited takes the:issue of corporate governance seriously. The Comipany’s

focus is to have a sound corporate governance framework that contributes to |mproved corporate perforrmance
and accountability in creatina Jona term shareholder vaiue,

The Board meets at least two times a year and cancerns itself with key matters .and the responszbiiltles for
implementing the Companys strategy is deiegated to management The Board of Directors continues to
provide considerable depth of knowledge and experience to the business.

The Company has put in place a- Code of Conduct and Anti- Bribery & Anti-Corrdptior: Policy that sefs out the
standazds on. how staff should behave with all stakeholders. An effective manitoring mechanism to support
managements objective of enforcing the Code of Conduct and Anti- Bribery & Anfi- Corruptlon has been
developed and is being used across the Company.

By order of the Board

JJ

Sonia Shamwana Chinganya
LUSAKA

Date: February 2020




AIRTEL MOBILE COMMERCE ZAMBIA LIMITED

STATEMENT OF RESPONSIBILITY FOR THE ANNUAL FINANCIAL STATEMENTS
for the vear ended 31 December 2019

The Companies Act, 2017 requires the Directors to prepare financial statements for each- fmanual vear that
dive 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 accurdcy, the financial position of the Company. They are also
responsible for safeguarding the assets: of the Company. The Directors are further reguired to enstire the
Company adberes to-the corporate governance principles or practiceés contained in Part VII's Sections 82 to
122 of the Companies Act, 2017,

The Directors are responsible-for the maintenance of adeguate accounting records and the preparation and
integrity of the financial statements and related information. The independent éxternal auditors, Messrs
Delo:tte & Touche, have audited the financial statements anid their report is shown on pages 4 to 6..

The Directors are -also responsmle for the systerns of internal control. These are desigred to provide
reasonable but not absolute, assurance as to the rellabmty of the financial statemients, and to adequately
safeguard, verlfy and maintain accountab;lrty for assets, and to prevent and detect material misstatements.
Thie systems are mplemented and monitored by suitably trained  personnel with an: appropriate.segregation of
authority and duties, Nothing has come to the attention of the Directers to indicate that any material

Breakdown in the functioning of these controls, procedures and systems has. occurred during the year under
review,

The annua! financial stgtements are prepared on a going concern basis. Nothing has come to the attention of
the Directors to indicate that the Companty will not fremain & going concern in the foreseeable future.
In the opinion of the Directors:

e the statement of profit or foss and other comprehansivé incomeis drawn up so as to give a true and fair
view of the profit of the Company for thé year ended 31 December 2019;

o 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 gt 31 December 2019;

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

e the financial statements have been prepared in accordance with International Financial Répofting

Standards and in the manner required by the Banking and Financial Services Act, 2017 and Companies
Act, 2017; and

¢ 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 indigated above; were ‘approved by the- Directars on
and signed on behalf of the Board by:

Apoorva Mehrotra™ . James Chona
DIRECTOR 'DIRECTOR
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INDEPENDENT AUDITOR'S REPORT

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 Alrtel Mobile Commerce Limited (the "Company) set out ¢n pages
7 to 35, which comprise the statement -of financial position as at 31 December 2019, the statement of profit
or toss and other comprehénsive incomie, statement of changes in equity and statement of cash flows for the
year then ended, and the notes to. the financial statements; including a summiary of significant accounting
poticies, |

In adr-opinion, the financiai statements give a true and fair view of the finaricial position of the Company as at
31 December 2019, and of its financial performance and cash flows for the year then ended in accordance
with Internaticnal Financial Reporting Standards and in the manner required by the Banking and Financial
Services.Act, 2017 and the Campanies Act, 2017. :

Basis for opinion

We conducted our audit in accordance with International Standacds on Auditing {ISAs). Our responsibilities
under those standards are further described in the. Auditor’s' Responsibilities for the Audit of the Financial
Statements section of our report. We are independent of the Company in accordanice with sections 290 and
291 of the International Ethics Standards Board for Accountants Code. of Ethics for Professiohal Accountants
(Revised July 2016), parté 1 and 3 of thé International Eti'_iics Standards Board for Accountarits: International
Code- of Ethics for Professicnal -Accountants (inciuding International Independence. Standards) (Revised July
2018) and cther independence requirements applicable to performing audits of financial statements in

‘Zambia. We have fulfilied our ather ethical responsibilities.in accordance with these requirements, We believe

that the audit evidence we have obtained is sufficient and appropriate to provide & basis. for-our epinion.
Other information

The Directors are responsible for the other information. The.other information comprises the Directors’ Report

.as required by the Companies Act; 2017. The othér information does not include the financial statements and
-our-auditor’s report thereon. Our opinioi.on the financial staternents doe€s not-€over the -other information and

we do hot express an audit opinion or any farm of assurance or conclusion thereon,

In connection with our audit of the financial statements, ‘our responsibility is to read the other information
and, in deoing so, consider whether the other information is. materially. inconsistent with the financial

statements or our knowledge obtained in the audit, .or otherwise appears to be materialiy misstated, If, based

on the work we have performed on the other information that we obtained prior to the’date of this auditor's
report, we conclude that there is & material rmisstatement of this other information, we. are required to yeport
that fact, We have nothing to repaort in this regard.

Réspo_nsibilities.of_ the Directors for the Financiat Statements

The Directors are responsible for the ‘preparation of the financial statements that give a true and fair view in

accoerdance with International Financial Reporting Standards and in the manner fequired by the Companies
Act, 2017 and the Banking and Financial ‘Seyvices Act, 2017 and for such internal conitrol as the Directors

‘determine is necessary to enablé the preparation of financial statements that are free from material
.misstatement, whether due to-fraud or error.

In preparing the financial statements, the Direct_ors are responsible for assessing the Company‘s ability to
continue as. a2 going concern, disclosing, as applicable, matters related to - going. concern and using the going
concern basis of accounting unless the Directors “either intend to liquidate the Company or to cease

'cper'ati'onS',_ or have no redlistic afternative but to do so.

ARTOG




Auditor's Responsibilities for the Audit of the Financial Statements

Qur objectlves are to obtain reasonable assurance about whether the fmanctai statements as a wholé are free
from material misstatement, whether due fo fraud or error, and to issue an auditor's report: that includes our
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 consideréd material if, individually or in the aggregate, they could reascnably be
expected to influence the éconemic decisions of users taken on the basis of these financial statéments.

As part of an audit in accordance with ISAs, we exercise professional judgmient and maintain professional
scepticism throughout the audit, We.also:

Identify and assess the risks of material misstatement of the financial statements, whether due tofraud
or error, design and perform audit procédures responsive to those: risks, and obtain audit evidence that is
sufficient. and appropridgte to provide a basis for our opinion. The. risk of not. detectmg a materiat
misstatement resulting from fiaud is higher than for ‘one resulting fror error, as fraud may involve
-collusion; forgery, intantional omissjons, ‘misrepresentations, or-the override of internal conirol.

Obtain an understanding of internal control relevant to the alditin orderto -design audit procedures that
are appropriate in the circumstdances, but not for the purpose of expressing an opinion” an the
effectiveness of the Company's internal contral,

Evaluate the -appropriateness of accounting palicies sed and the-réasonablengss of accountlng estimates’
and.related disclosures made by the Directors.

‘Conclude on the appropriateness of the Directors’ use of the going concérn hisis of afcounting and based.
on the gudit evidence obtained, whether a material uncertainty exists rélated to events or conditions that
may cast significant doubt on the Company’s. ability to continte as a going concern. If we conciude that a
material uncertainty exists, we are required to draw attention in our auditor’s report to the related
disclosures in the financial stétements. or, if such disclosures are: |nadequate, to meodify our oplnmn Our
conclussons are based on the audit evidence obtained up to the date of our auditor's report. However,
fliture events or conditions: may cause the:Company to cease to continue as a going concern.

Evaluate the overall presentation, structure -and content of the financial -statements, -including the

disclosures, -and whethier the financial statements represent the underlying transactions and evénts in a
manner that &chieves fair présentation,

We communicate with the Directors regardmg, amang. other matters, the planned scope and tirning of the

audit and significant audit findings, including any significant deficiencies in internal contrel .that we identify
during-our audit.

We also provide the Directors' with a statement that we have complied with relevant ethical requirements
regarding independence, and to commumcate with them afi relatfonships and other miatters that may
reascnably be thought to bear an our dependence, and where applicable, related safeguards

Report on other legal and: regulatory requirements

The Companies Act, 2017 requires that in carrying out our audit, we consider and report to you. on the
following matter: we confirm that, in our- opinion, the actounting Técords, other records and registérs required
by thee Act have been properly kept i in accordance with the Act,

In accordance with section 97(2) of the Banking and Financial Services Act, 2017 we report that in. our
opinion:

=  We have ohtained all the information and explanations which to the best of cur knowledge and bellef'
were necessary for the purposes.of our audit;

» We are not d@ware of -any transaction that has not been within the powers of the Company or which was

contrary fo the Act;

° The Company has comptied with: the provisions of this Act and the regulations, guidelines ‘and
prescriptions under this Act, and

. No transactions or conditions affecting the wellbemg of the Company have come to our attention that:in
eur opinion are not satisfactory and require rectification..




Report on other legal and regulatory requirements (Continued)
Further, Section 259(3) of the Companies Act, 2017 requires that in carrying out our audit, we consider and
report that:

e e There is no relationship, interest or debt which we have with and in the Company; and

e There are no serious breaches of corporate governance principles or practices by the Directors. This
statement is made on the basis of the corporate governance provisions as enshrined in Part VII -

rporate governan ction of the Companies Act, 2017.
V72773
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AIRTEL MOBILE COMMERCE ZAMBIA LIMITED.

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
for the vear ended 31 December 2015

Kwacha

Revenue

Cost of sales
Gross profit

Distribution: expenses
Administrative expenses

Operating profit

Net exchange gains
Finance income

Profit before tax

Income tax expense.

Profit and total comprehensive income for the year

‘Notes

7

10

1z

2019

504 666 540

(263 648 021)

2018

193 465 561

(117 615 926)

241 018 519 '75 849 635
(4 556 320) {3 161 983)
(25 285 383) {13 032 676)
211 176 816 59'654 976.
181 347 138 615
1784938 357 197
213 143 101 60 150 788"
(68 220 903) (1'904 8743
144 922 198 58 245 914

There were no items of other comprehensive income. during the year (2018: K nil)



IRTEL MOBILE COMMERCE ZAMBIA LTMITED

STATEMENT OF FINANCIAL POSITION
at 31 December 2019

Kwacha Notes 2019 2018
ASSETS

Non-current assets

“Plant and equiprment 14. 8 100 201 687-933
Intangible assets 15 5297735 27237
Deferred tax asset (net) 13 56 668 387 507
Total hon current assets 13 454 604 1102677
Current assets

Trade and ather receivables 16 5 820 9586 5614360
Amounts due from related parties 22 112 004 195 36 660169
Funds. held in trust 17 579 596 707 345 970 838.
Bank and cash balances 18 84 371 684 7 064 229
Total current assets 781 793.542 395.309 596
“Totadl assets 795 248.146 396412 273
EQUITY AND LIABILITIES

Equity _ L
Share capital 19 2000 000 ~ 2000 000
Accumuiated profits (losses) 122 535 045 (22387 153)
Shareholders equity (deficiency) 124 535 045 (20.387 153)
Current liabilities

Due to customers 20 579 kug 726 345 972 7856
Trade and other payables 21 25 184 428 5888 153
Income tax payable 12 42 186 843 1 075 495
Amounts due to-related parties: 22 23-743 104 63 862 992
Total current liabilities 670 713 101 416 799 426
Total equity and liabilities 795 248 146 396 412 273

The responsibilities of the .D._ir.ecto_rs of _tﬁ'e company ‘with ragard to the preparation of the financial statements

are‘set out in on page 3.

The financial}-s'tatements_ on-pages 7 to 35 were approved by the beard of directors and authorised for issue

Apoorva Mefirotra ~—
DIRECTOR

cvereriennenees @Nd signed on.their behalf by:

James Chona
DIRECTOR




AIRTEL MOBILE COMMERCE ZAMBIA LIMITED

STATEMENT OF CHANGES IN EQUITY

for the year ended 31 December 2019

Kwacha

At 1 January 2018

Profit for the year

‘At 31 December 2018

At 1 January 2019
Profit for the year

At 31 December 2019

Retained
Share earnings _
capital {deficit), Total
2 000 000 (80 633 067) (78 633067)
- 58 245914 58.245 914
2000000 _ (22 387 153) (20387 153)
2.000 000 {22 387 153) (20 387 153}
- 144922 198 144 922 198
2000000 122 535 045 124 535 045




AIRTEL MOBILE COMMERCE ZAMBIA LIMITED

— STATEMENT OF CASH FLOWS
for the year ended 31 December 2019

Kwacha

Operating activities
Profit hefore tax

Adjustments to reconcile profit before tax to net cash flows:
Depreciation expense
Amortisation of intangible assets
— Trade receivable impairement reversal:
Interest income

Working capital adjustments:

Decrease (increase) in trade and othér receivables
Increase in amounts due from related parties
Decrease in.amounts due to related parties
Increase in amounts held in trust

-Indrease-in trade and other payables

Increase in amounts due.to customers

Income tax paid
Net cash flows from operating activities
Investing activities
Interest received
— Purchase of intangible assets
Purchase of property, plant and equipment
Net cash fiows used in investing activities
Net increase in cash and cash equivalents
Cash and cash equivalents at b'eginriing of the year

e Cash and cash equivalernis at end of year

10

Notes

14
i

12

15
14

2019 2018

213 143 101 &0 150 788

1 409 266 1371.626

2 352 392 298 605
(281 541) (166 754)
(1784 938) | (357 187)

214 838 280 61 298 068
74 545 (4 458 518)

(75344 026)
{40 119 887)

(233625 868)

(36162 542)
{16 835 148)
(274 152 124)

19 296 275 816 397
233 625 940 274 153 168
118 745 659 4 659 301
(26 778 716) (821 357)
91 966 943 3 837 944
1 784 938 357 197
(7 622 890) {326 842)
(8 821 534) (1 357 593)
(14 659 486) (1 327 238)
77 307 455 2 510 706
7 064 229 4 553 523
84 371 684 7 064 229




AIRTEL MOBILE COMMERCE ZAMBIA LIMITED

- NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2019

*.

2.1

GEMERAL INFORMATION

Airtel Mobile Commerce Zambia Limited (the "Company") is a limited company incorporated under the
Compames Act 2017 and domiciled in Zambia. The Cosmpany's principal activities are disclosed on page,
1 of the Director's report.

The address. of the .Company_’-s registered office and principal place of business is disclosed below.

-Airtel Zambia HQ

Stand.2375 _
Corner Addis Ababa drive & Great east Road.
P.Q.Box 320001

Lusaka

Zambia

These f'nancnal statements aré presented in Zambian Kwacha ("K"} and are rounded to the nearest
Kwacha,

ADOPTION OF NEW AND REVISED STANDARDS
New and amended IFRS Standards that are effective for the current year

In the current year, the Company has applied a ‘number of amendments to IFRS Standards and
Interpretations issued by the [ASB that are effective’ for an annual period thaf begins on or after 1
January 2019. Their adoption has not had any material impact on.the disciosures or on the amounts
reportedin these financial statements;

IFRS 16 Leases IFRS 16 introduces new or amended requirements with
Tespect to lease accounting. It introduces significant
changes to lesseé accounting by remioving thé distinction
between operating “and finance lgase and requiring the
recognition of a right-of-use asset and a lease Habjlity at
commencement for all leases, except for short-term leases
and leases of low value assets, In contrast to lessee
accounting, the requirements for lessor accounting have
remained largely unchanged.

Amendments to IFRS © The Company has adopted the amendments to IFRS 9 for
Prepayment Featuras with the first. time in the current yéar. The amendments to IERS
Negative Compensation 9 clarify that for the purpose of assessing whether a

prepayment feature meets the.'solely paymments of pringipal
and' interest’ {SPPI) condition, the party exercising the
option may pay or receive reasonable compensation for the
prepayment irrespective of the reason for prepayment in
other words, financial assets with prepayment featuras with
negative compensation do not autematically fait SPPI.

-Annual Improvéments to The Company has adopted the amendments included in the

IFRS Standards 2015-2017 Annual Improvements to IFRS Standards 2015-2017 Cycle

Cycle Amendments to. IAS 12 Income Taxes far the first timeé in the curreat yéar: The Arinual
Improvements. include amendments to the following
applicabie standard:

IAS 12 Income Taxes

The amendments. darify that the Company should recognise
the income tax consequences of dividends in profit or loss,
other comnprehensive income or equity -according to: where
the Company originally recognised the transactions that
generated the' distributable profits. This is the case
irrespective of whether different tax rates apply to
distributed and undistributed profits.

11




AIRTEL MOQBILE COMMERCE ZAMEIA LIMITED

- NOTES TO THE FINANCIAL STATEMENTS {CONTINUED)

for the year ended 31 Décember 2019

2.  ADOPTION OF NEW AND REVISED STANDARDS {CONTINUED) _
o 2.1. New and amended IFRS Standards that are effective for the current year (Continued)

Amendments to IAS 19
Employee Benefits Plan

e Amendment, Curtailment or
Settlement

"""" IFRIC 23 Uncertainty over
Income Tax Treatments

The Company. has adopted the amendments of TAS 19 for
the first time in the current year. The amendmeénis: ciarify
that the past service cost {or of the gain or loss -af

settlement) is calculated by measuring the defined benefit

liability (asset) using updated assumptions and .comparing
benefits offered and plan assets before and after the plan
amendment (or curtailment or settlernent) but ignering the

-gffect of the d@sset ceiling (that may arise when the defined

beriefit plan is in a surplus position). IAS 19 is how clear

that the.change in the effect of the asset ceiling that may
result from the plan amendment (or curtailment or

settlement) is determined in a second step and s

recognised in- the nermaj manner in -other comprehensive

income.
The paragraphs that refate to measuring the current service

-cost and the net interest on the net defined benefit liability

(asset) have alsc beén amended, The Company will now be
required to use the updated assumptions from this
remeasurement to determine current service cost and net
interest for the remainder of the reporting period.after the
change to the plan. In the case of the net interest, the

-amendments make it cléar that for the period post plan

amendment, the net interest is -CaICu[ated by multiplying
the net defined benefit liability {asset) as remeasured
under IAS 19:99. with the discount rate used in the
remeasurement (also taking into account the. effect: of

contributions -and benefit payments on the net defined

benefit liability (asset)).

The Company has:adopted IFRIC 23 fer the first time in the
current years IFRIC 23 sets out how té determing the
_accouhti_n'g- tax positien when theré is uncertainty over
income tax treatments. The Interpretation requires the
Company to:

« determine whether uncertain tax positicns are. assessed
separately or as 3 ‘group; and

= assess whether it is probable that a tax authority will

-acéept an uncertain tax treatment used, or proposed to he:

uséd, by an entity in its incéme tax filings:

- If yes, the Company should determine. its-accounting
tax position consistently with the tax treatment used or
planned.to be used in its income tax filings.

-~ If no, the Company should refiect the effect of
uncertainty in determining its accounting. tax. poesiticrn using
gither the most jikely amount or the expected valie
methed.

2.2 New and revised Standards in issue but not yet effective

. At the date of authorisation of these financial statements, the Company has not applied the following
new and revised IFRS Standards that have been issued but are not yet effective.

Amendments to TAS 1
and IAS 8

Definition of material

12




AIRTEL MOBIiE COMMERCE ZAMBIA EIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

for the year ended 31 Becember 2019,

2.2

3.1

3.2

New and revised Standards in issue but not yet éffective (continued)

Conceptual Framework Amendments to References to thé Conceptual Framework in
' IFRS Standards

The directors do not expect that the adeption of the Standards listed above will have a material impact
on the financial statements of the Company in futire periods, except as noted bielow:

Amendments to IAS 1 and IAS 8 Definition of material

The amendments are intended to make the definition of material in. IAS 1 easier to understand and are.
not intended to aiter the underlying concept of materiality in IFRS Standards. The concept of ‘obscuiring’
material information with fmmaterial information has been included as part of the new definition.

Thé threshold for materiality influencing” users has: been changed from ‘could influence” to ‘could
reasonably be expected te influence’. :

The definition of material in JAS 8 has been replaced by a reference to the definition of material in IAS1,
In -addition, the IASB amended other Standards and the Conceptual Framework thai: contain a definition
of material or refer to the termn ‘material’ to ensure consistency.

The amendmients are applied prospectively for annual periods beginninig on of aftér 1 January 2020, with
earlier application permitted.

Amendmeénts to References to the Conceptual Framework in IFRS Standards

Together with the revised Conceptual Framework, which became effective upon publication on 29 March
2018, the IASB has. also issued Amendments to References to the Conceptual Framework in IFRS
Standards. The document contains amendments to IFRS 2, IFRS 3, IFRS &, IFRS 14, IAS 1, IAS 8, IAS
34, IAS:37, IAS 38, IFRIC 12, IFRIC 19, IFRIC. 20, IFRIC 22, and SIC-32.

Not all amendments, however, update those pronouncements with regard to references to and quotes
from the framework so that they refer to the revised Conceptual Framework. Some pronouncements are

-only updated to indicate which version of the Framework they are referencing to {the IASC Framework

adopted by the IASE: in 2001, the IASB Framewerk of 2010, o the new revised Fr’émework of 2018} or
to indicate that definitions in the Standard have not-been updated with the new definitions developed in
the revised Conceptua! Framework.

The amendments, where they actually ave:updates, are effective for annual periods beginning on or after

1 January 2020, with early application permitted.

SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies adopted ‘in the preparation of these financial statements-are set out
below. These policies have begn consistently applied to all the yeéars presented uriless otherwise stated,

Statement of compliance

The Company's financial statements have been prepared in accordance with International Finandial
Reporting Standards.

Basis of preparation

The ﬁn'anc_:_iai 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 regorting period, as explained in the
accounting policies below.,

Historical cost is gererally based on the fair value of the consideration given in exchange for goods and
services.

Fair value is the price that would be received to sell an asset or paid to-transfer 2 lisbility in an orderly
transaction between market participants at the measurement date, regardless of whether that price is
directly cbservable or estimated usmg another valuation technique. In estlmatmg the fair value of an
asset or a liability, the Company takes into account the characteristics of the asset or lizbility if market
participants wolld take thosé characteristics into account when pricing. the asset or liability at the
measurement date. Fair value for measurement and/or disclosure purposes: in these fihancial staternents
is.determined on such a basis, except for share-based payment transactions. that are: within the scope of
IFRS 2, leasnng transactions that are’ within the scope of TFRS 16, and measurements that have some

s:m:[arltles to fair value but are not fair value, such as net realisable value in IAS 2 or value in use in IAS
36.

13




AIRTEL MOBILE COMMERCE ZAMBIA LIMITED

NOTES TO THE:FINANCIAL STATEMENTS (CONTINUED)
for the year ended 31 December 2019

‘3.

3.2

3.3

3.4
(1

(i)

3.5

SIGNIFICANT ACCOUNTING PO LICIES (CO NTINUED).

Basis of preparation {continued)

In addition, for financial reporting purposes, fair value meastrements are categorised into tevel 1, 2 or

'3 based on the degree to which the inputs to the fair value measurements are obsérvable and the

significance of the inputs to the fair value measureiment in it§.entirety, which are described as follows:
e Level 1 Inputs are quoted prices (unadjusted) in active markets for identical assets ar liabifities that
the entity can access at the measurement date;

o Level 2 input§ are inputs, other than gueted prices included within Level 1, that are observable for
the assét or liability, either directly or indirectly; and

‘¢ Level 3inputs are unobservabie inputs for the asset or liability.

Revenue recognition

‘Revenue arises from billing custerners for P2P (persen te person offnet) transactions; cash out

{withdrawal) transactions, Airtel Money to bahk transactions, collections of funds for customers

puirchasing geads and services using Airtel Money and commissions on sale of airtime and business
‘revenue arising from bulk payment transactions.

Revenue is recognised to the extent'_'that it is probable that the economic benefits will flow to the

Company and the revenue can be reliably measured, regardless.of when the payment is being made.
Revenue is méasured 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 i$ not
considered. to be reliably measurable until ‘ali contingéncies refating to the transactions have been
resolved,

Foreign currencies

Functional and presentation cutrency

Items included in thé financial statements are measured using the currency of the primasy economic
environmént in which the entity operates ('thé functional corrency’). The financial statements are
presented in Zambian Kwacha which has been -determinéd to be the entity's functional currency,
Transactions and balances

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

Menetary assets arid liabilittes denominated in foreign clirrencies at the rfeportirig date are retranslated
at the foreign exchange rate ruling at that date, Exchange gains and losses resulting from the settiement
of foreign currency transactions and from the translation at the closing date exchange rates of monetary
assets and liabilities denominated in. fareign currencies are. recogntzed in profit or loss.

Naon-monetary items that are measured in terms of histerical 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 in & foreign currency are translated using the exchange rates at the date when the fair value is
determined. The gain or loss arising on tranislation of non-monetary items measured-at fair value is
treated in line with the recognition of the gain or loss on the change in fair value of the item {i.e.,
translation differences on jtems whase fair value gain or loss is recognised in OCI or profit or toss are-
also recoanised in OCI or profit or loss, respectively).

Foreign ‘exchange gaihs and losses that relate to borrewings and cash and cash equivalents are
presented in the statement of profit or loss and other comprehensive mcome within finance income or
cost,

Borrowings

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

When calculating the effective interest rate, the entity estimates the cash flows COﬂS[dEI‘!I‘Ig all
contractual terms of the financial |nstrument but does not.consider future credit losses:

Any differences between proceeds (net of transaction costs) and the redemption value is recognised in
the profit or loss over the period of the borrowings using the effective interest rate.

Borrowings are classified as-current liabilities unless -the cormpany -has ah uncoriditional right to. defer
settlerment-of the liability for at least 12 months after the reporting date.

14




AIRTEL MOBILE COMMERCE ZAMBIA LIMITED
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3.
3.2

3.3

3.4
~ (i)

(ii}.

2.5

SIGNIFICANT ACCOUNTING POLICIES {CONTINUED)

‘Basis of preparation (continu'ed)

In addition, for financial reporting purposes, fair value mezgsurements are categorised into Level 1, 2 or
3 based on the degree to which the inputs to the fair value measurements are observable and the
significariéa of the inputsto the fair value measurement in its entirety, which are described as foliows:

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

e Level 2 inputs are inputs, other than. quoted prices included within Level 1, that are observable for
the asset or liability, either directly or iridirectly; and

® Levél 3inputs are unobservable inputs for the asset or liability.
Revenue recognition

Revenue arises from billing customers for P2P (person to person offnet) transactions; cash out
(withdrawal) transactions, Airtel Money to bank transactions, collections' of funds for customers
purchasing goods and .sérvices using Airtel Money and commiissions on sale of airtime and business
revenue arising from bulk payment transactions.

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the
Compaﬂy and the revenue can be rellably measured, regardiess of when the payment is bemg ‘made.
Revenue is measured at the fair value of the consideration received or receivable, taklng into account
contractuaily defined terms of payments and excliding taxes or doty. The amount .of revenue is not
considerad te be reliably measurabié until all contingencies relating to the transactions have been
resolved.

Foreign currencies
Functional and presentation currency

Ttems included in the financial statements are measured using the currency of the primary econorriic

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.

Transactions and balances

In preparing the financial -statements of the Company, transactions in currencies other than the

Company's functional currency (foréign currencies) are recorded at the rates of exchange prevailing at

thie dates of the transactions,
Mor_le'tat_'y assets and liabilities denomihated in forelgn currencies at the reporting date are retranslated
at the foreign exchange rate ruling at that date. Exchange gains and losses resutting from the settlement’

of foreign currency. transactions and from the transiation at-the closing. date exchange rates of monetary
asséts and liabilities denomlnated in foreign currencies are recognized in profit-or loss..

Non-monetary jtems that are measured in terms of ‘histeoricat 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 in"a foreign currency are translated using the exchange rates at the date when the fair value is
determined, Tha gain or loss arising on translation of non- monetary items measured atk fair value is
treated in line with the recognition of the gain or ioss on thé change in' fair value of the item (ile.,
translation differences on items whose fair value gain or loss is recognised in OCI ar prefit or loss are.
also recoanised. in OCI or profit or loss, respectively),

Foreign exchange gains and Josses -that relate to bdrrowings and cash and. cash equivalents are

presented in the statement of profit or loss and other comprehensive: mcome within finance income ¢r
cost.

Borrowings
Borrowings are recognised initially at fair value; net of transaction costs incurred. Borrcwmgs are.
subsequently measured. at amottised cost uging the effective interest method;

When calculatlng the effective interest rate, the enfity estimates the cash flows considering all
contractual terms of the financial instrument but does not consider future credit losses,

Any differences between proceeds (net of transaction costs). and the redemption value is recognised in
the proflt or loss.over the period of the borrowmgs using the effective interest rate.

Borrowings are classified as. current liabilities unless the company has an unconditional right.to defer
settlement of the liability for at least 12 months after the reporting date.
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NOTES TO THE FINANCYAL STATEMENTS {CONTINUED)
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3.
3.6

3.7
(i)

..... (i'-_)

(ifi)

3.8

SIGNIFICANT ACCOUNTING POLICIES: (CONTINUED)}
Employee benefits

Retirement benefit obligations

The company opérates a defined contribution schéme for all its employees. The company and -all its
emiployegs also contribute te the National Pension Scheme Fund, which is a defi'ne‘d-contributio_n.sche_me.
A defined contribution plan is a retirement benefit plan under which the company pays fixed
contributions into & separate entity. The company has no legal or constructive obligations to pay further
coritributions if the fund does not hold sufficient assets to pay all employees the benefits relating to
employee service in the current.and prier periods,

The centributions to the daned_contrlbutlon schemes are recognised in profit of loss in the year in which
they fali.

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 income statement because it excludes items of income or expense. that are taxable or
deductible in other years and it also exclides items that are never taxable or deductible. The Company's
liability for current tax is caiculated using tax rates that have been enacted or substantively ehacted:by
reporting. date, '

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 computation of taxable
profit. Deferred tax liabilities are generally recognised for all taxable temporary differences, Deferred tax
assets-are generally recogntsed for all deductlble temporary differences te the extent that it is probable

that taxable profits will be avaitabie against which those deductible temporary differences can 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 probable that sufficient taxable profits will be available to allow all or
part of the asset to bé recovérad.

Deferred tax liabilities and. asséts are measured at the tax rates that are éxpeacted to apply in the pariod
in which the Ilablilty is settled or:the asset realised, based. on tax rates (and tax laws} that have been
enacted or substantively enacted by the end of the reperting period. Deferred tax assets'and liabiiities
are offset if there is-a legally eriforceable right to offset current tax liabilities and assets and they relate
to income taxes levied by the same tax authority on the sgme taxable entity. The measurement of
deferred tax: liabilities and assets reflects the téx consequences that would follow from the manner in
which the Company expects, &t the end of the reporting period, to recever or settle the carrying amount
of its assets and liabilities.

Current and deferred tax for the year

Current tax and deferred tax .is recognised -a8s an gxpense or incame in profit or loss, except to.the
extent that it relate to items tredited or deébited directy to equity or cther comprehensive :ncome, in

-which tase it is recognised directly in equity or other comprehensive income.

Property, plant and equipment

Equipment is stated at cost, net of accurhulated depreciation and accumulated impairment tosses, if any.
Such cost includes the cost of replacing part of the equipment and borréwing costs for lomig term
construction projects if the recognition criteria are met. When- S:me‘cant parts of equipment are requifred
to be replaced in inteivals, the Company recognises such parts as separate component of assets with
specific useful lives and provides depreciation dver their uséful life. Subseguent costs are included in the
asset’s carrying ameunt or recognised as a separate .asset, as appropriate, only when it is. probable that
future economic henefits associated with the item will flow to the Compaty and the cost of the item can
be- measured reliably. The carrying .amount ¢f the replaced part is derecognised. All other repair and

‘mainténance costs are recegnised in profit or loss as Thcurred.
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3.
3.8

3.9

3.10'

S'I_GNIF.ICANT ACCOUNTING POLICIES (CONTINUE'D)
Property, plant and equipment (continued)

When funds borrowed are specifically for the purpsse of obtaining a qualifying asset, the entity
determines the amount of the borrowing costs eligible for capitalization as the actual borrowmg costs

fncurred on that borrowing durlng the period less any vestment income on the terriporary investment
of the borrowings.

Gains and losses arising frem retirement or disposal of plant and equipment aré determined as the
difference. between the net disposal proceeds and the carrying amount of the asset-and.are recognised in
profit of loss on the date of retirement and disposal.

The carrying amourit of equipment that is disposed of is derecognized when the criteria for sale of goods
in IFRS 15 i5 met.

Assets are depreciated to the residual values on a straight-line basis over the estimated useful lives. The
asset's. residual vafues and useful lives are reviewed at each financial year end or whenever there are
indicaters for impairment, and ad_]usted_ prospectively, Land is not depreciated:

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

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

The gain or loss-arising on the disposal or retirement of an item .of plant and equipment |s determined as
the differerice between the sales proceeds and the carfying amount of the asset and is recognised in
statement of comprehé&nsive income.

Intangible assets

The Company's intangible asset comprise of l|censes . Licenses are recognised as an asset when it Is
probable that fufure econemic- beneFts from the asset will flow to the entity and the cost of the ficense
can be reliably measured,

Licenses are initially measured at cost and subsequeritly amartised. on .a straight-line basis over their
useful lives. Intangible assets are measured at cost less accumulated amortisation and |mpa|rment
losses. Amartlsatmn periods are reviewed annually and adjusted prospectively as required. Gains or
losses -arising frem déerecognition of licenses are measured as the difference between the net: dispesal
proceeds and the: carrying amount of the asset and are recognised in. profit or loss when the asset is
derecegnised. Licenses are armortised over a period of 3 vears .

At initial recoghition, the separately’ acquired intangible assets are recognised at cost, Following initial
recognition, the intangible assets are carried at cost less any accumulated amortisation and- -accumulated
impairment losses, if any. Gains or losses arising from derecognition -of the assets are measured &s the
differerice between 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

Equipment and intangible assets with definite lives are reviewed for impairment, ‘whenever ‘everits or
changes in circumstances indicate that their carrying valugs may not be recoverable. For the purpose of
impairment testing, the recoverable amount (that is, higher of the fair value less costs to sel) and the
value-in-use) is determined.on an individual asset basis, unless the asset does: not generate cash flows
that are largely independent of those from other assets, in which case the recoverable amount is
determmed at the cash- -generating-unit ('CGL’) level to which the said asset belongs. Tf such individual
assets. or CGU -are considered to be impaired, the impatrmieént to be recognised in profit or loss is
measured by the amount by which the carrying velue of the asset / CGLU -exceeds their estimated

recoverableé amount and -aliocated on pro rata basis. Impatrment losses, if any, are recognised in
statement of profit-and loss.

Reversal of impairment fosses.

Impairment: losses are reverséd and the- ‘carrying value is increased to its revised recoverable amount
provided that this amount does not exceed the carrying value that would have heen determined had no
impairment fess been recognised for the said asset in previous years.
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3.
3.11

3.12

3.13

3.14

3.15

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Provisions
Provisions are recagnised when the Company has a present obllgation (legal or constructive) as a result

of a past event, it is probable that the Company wiil be required to settle the obligation, and ‘which a
reliabie estimate can be made of the amourit of the: -obligation.

The amount recognised. as a provision is the best éstimate of the consideration required to settle the
present .obligaticn at the 'statemeht of comprehensive income date, taking into dccount the risks and
uncertainties surrounding the obligation. Where a provision is measured usinig the cash flows estimated
to settle the present obligation, its.carrying amount 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 if it is virtually certain that reimbursement
will be recelved and the amount of the receivable can be measurad reliably.

Receivables

Receivables aré récognised initially at-fair value and subsequently measured at-amortised cost using the
effective interest method, A provision for impairment of receivables is established when theré is
objective evidence that the company will not be able to collect all the amounts due according te the
original terms of receivables. The amount of the provision is the differerice between the carrying
amount and the present value of expected cash flows; discounted at the effective financial asset's

original effective interaest rate. Theimpairment loss is recognised in profit or Igss.

Cash and cash eq‘ui\{a]énts

Cash and cash equivalent includes cash in hand, deposits held at call with banks, other short term
highly liquid investments ‘with original maturities of three months of less, and bank overdrafts
measured at amortised costs.

Bank overdrafts that are repayable -on demand and form an integral part of the Company's tash

management are included as® a component of cash and cash equivalenis for the purpose of the
statement of cash flows.

Statement of cash flow

Cash flows are reported using the indirect method as per [AS-7"Statement of cash flows”, whereby

profit for tiie period is adjusted for the-effect of ‘transactions of -a non-cash nature, any deferral or
accrual of past or future cash operating receipts or payments and item of income. of expenses

-associated with investing or financing cash flows; The cash flows from operating, investing and

financing activities are segregated.

.Fina_nci'_al'insl':rum_ents

Financial assets and financial liabilities are recognised in the Company’s statement of financial position

when the Compary becomes a party 10 the contractual provisions of the instrument.

Fi'nan_ci_a! assets and financial Iia’bil_ities_"are initially measured at fair value. Transaction costs that are.
directly attributable te the acquisition or issue of financial assets and financial labilities (other than
financial assets and financial liabilities at fair value through profit or loss) are added to or deducted
from the fair value of the financial assets or financial liabilities, as appropriate, on initial recognjtion.

Transaction .costs directly attributable to the acquisition of financial assets or financial fiabilities- at fair

value through profit or loss are recognised immediately in profit or loss.

Financial assets

All regular way purchases of sales of financial assets are recognised and derecognised on a trade date

‘basis. Regular way purchases-or sales are purchases or sales of financial assets that require delivery of
‘assets within the time frame established by regulatiofnt or convention in the market place.

All reco_gmsed Fnanclai assels are measured s_ubsequentiy in their entirety at-enth_er_amortlsed' cost or
fair value, depending on the classification of the financial assets.
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3

3.15

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {CONTINUUED)

Fina‘n_'cia__l instruments (continued)

Financial assets ( continued)

Classification of financial assets
Debt instruments that meet the following conditions are measured subseguently-at amortised cost:

e the financiai asset is held within a business mode! whose objective is to ho'l'd'_f_inanjc;i_al assets in
order to collect contractuat cash flows; and

‘s the contractual terms of the financial asset give rise ‘'on specified dates to.cash flows that are
solely payments of principal and '_interest: on the. principal-amount outstanding.

Deht ins_t_ruments that meet the following conditions are measured subsequently at fair value
through other comprehensive ingome (FVTOCL):

= the financial assét is held within-a business. model whose objective is achieved by both-colleciing
‘contractual cash flows and selling the financial assets; and

‘e the contractual terms of the financial asset give rise on speciﬁ_ed dates to cash flows that -are
solely payments of principal and {nterest on the principal amaunt. cutstanding.

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

Despite the foregoing, the Company may make thée following irrevocabie. election/designation at initial
recognition of a financial asset:

e ‘the Company may irrevocably elect to present subsequent changes in fair value &f an equity
-investment in.other comprehensive income if certain criteria are met; and

e the Company may irrevocably designate a debt investment that meéts the amartised cost or
FVTOCI criteria as measured at FVIPLif doing so -eliminates or significantly rédices an
accounting. mismatch:

(7} Amortised cost and effective interest method

The effective interest method is a method .of calculating the amortised cost of a debt instrument and of
allocating interest income oveér thé relevant period.

For financial assets other than purchased ér originated credit- impaired financial assets (i.e. -assets that
are crédit-impaired on initial recagnition), the efféctive interest rate is: the rate that exactly discounts
estimated future cash receipts (including all fees and poaints paid or received that form an integral part
¢f the effective interdst rate, transaction costs and other premiums .or discotints) -excluding expected
credit losses, through the expected life of the debt instrument, or, where appropriate, a sharter period,
to the gross carrying amount of the debt instrument on initial recognition.. For purchased or originated
credit-impaired financial assets, a credit-adjusted effective interest rate is calculated by discounting the
estimated  future cash flows, including expected credit losses, to thé amortised cost of the d_el_:u_t
instrument on initial recognition, '

The amoitised cost of a financial asset is the amount &t which the financiai asset is measured at initial
recoghition minus the ‘principal repayments, plus the .cumulative amortisation using the effective
interest method of any difference between that initial amount and the maturity .amount, adjusted for
any‘loss allowance. The gress carrying -aimount of a financial asset js 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. other than purchased or criginated
credit-impaired financial assets, interest income s calculated by applying. the effective interest rate to
the gross cartying amount of a financial asset, excépt for financial assets. that have subsequently
become credit-impaired {seé below). For finahcial assets that have subsequéntly become

‘credit-impaired, interest incore is recognised by applying the effective interest rate to thé amortised

cost of the finandial assét. If, in subsequent reporting periods, the credit risk on the credit-impaired
financial instrument.improves so that the financial assel is no longer credit-impaired, interest inconie is
recognised by applying the effective: interest rate to the gross carrying amount of the financial asset.
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3
3.15

sU MM'ARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUUED)
Financial instruments {continued)

Financial assets fcontinued)

For purchased or griginated.credit-impaired financial assets, the Cémpany recognises intérest income by

applying the credit-adjusted effective interest rate to the amottised cost of the financial asset from
initial recognition.
The calculation does not revert to the gross basis even if the credit risk of the financiat asset

subsequently improves so that ‘the financial asset is no longer credxtlmpazred Interest ‘income. is
recognised in profit or lgss.

Foreign exchange gains ahd fosses
The carrying amount of finangial assets’ that are denominated in-a foragn currency is determined in that
foreign currency and-translated at the spot rate at the end of each reporting perlod Specifically;

-« for financial assets measured at amortised cost that are not part of a designated hedging
relationstip, exchange differences dre recognised in profit or loss:

'» for debt instruments measured at FVTOCI that are not part of a de5|gnated hedging relationship,
exchange differences on the amortised cost of the debt instrument are recognlsed in profit or
loss. Other exchange differences are recognised in cther comprehensive income in the
investments revaluation reserve;

» 'fqr_'ﬁnanc'_i_a_l assets measured at FVTPL ‘that are not part of a dasignaji:ed hedging relatienship,
exchange differences are recognised in profit or loss; and

» for equity instrumients measured at FVTOCI, éxchange differences are recogmsed in other
'comprehenszve incorhe in the investments revaluation reserve.

Impairment of financial assets

The Company recognises a loss, allowance for expected credit Josses on investments in debt
instruments that .are measured at amortised cost or .at FVTOCI, lease receivables, trade
receivables and contract assets, as well as on financial guarantee contracts. The amount of
expected credit losses is updated at each reporting date to refiect changes in credit risk sirice
Ainitial recegnition of the respective financial instrumeént.

The Company glways recognises lifetime ECL for tradeé receivables, contract assets. and lease
receivables. The expected credit losses oni these financial assets are estimated using a provision
matrix based on the Company’s historical ¢redit 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, mcludmg time value: of money
where apprapriate.

For all other financial instruments; the Company recognises lifetimie ECL when there has been-a
significant increase in credit risk since initfal recognition. However, if the credit risk 6n the
financial instrument has not -increased significantly since initfal recognition, the Campany
measures the loss allowance. for that financial instrument at an amount equal to 12-month ECL.

Lifetime ECL represerits the expected credit losses that will result from all possibie default events
over the éxpected lifé of a financial instrument. In contrast, 12-month ECL represents the portion
-of lifetime ECL. that is expected to result from defallf évents on a financial instrument that are
possible within 12 months after the reporting date.
(i) .Significant increase in credit risk
In assessing whether the credlt risk on a financial instrument has increased significantly since initial
recognltlan the Comnpany compares the risk of a default oceurring on the financial instrument at the
reporting date with the.risk of a default occurririg on the financial mst_rum_ent at the date of initial
recognition. In making this assessment, the Comipany corisiders both quantitative and qualitative
information that is reasonable and suppoitable, induding historical experience and forward-looking
information that is available without undue cost or effort. Forward-looking information considered
inctudes the future prospects of the industries in which-the Comipany's debtors operate; obtained from

-economic expert reports, financial analysts, governmental bodies, relevant think-tanks and other similar

organisations, as well as consideration of various external sources of actual and farecast - economic
information that relate to the Company’s coré operations.
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3

3.15

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financiat insiruments {Continued)

Financial assets. {Continued)
{i) Significant increase in credit risk

In particular, the following information is taken into account when assessing whether credit risk has
increased significantly since initial recognition:

o an actual or expected significant deterioration in the-financial instrument’s external (if available)
or internai credit rating;

+ significant deterioration in external market indicators of credit risk for a particular financial
instroment, €.g. a significant increase in the credit spread; the credit default swap prices for the
debtor, oF the fength of time or the extent to.which the fatr value of a financial asset.has been
less than its amortised cost;

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

e an acfual or expected _si'gniﬁcant'd_etérior’ation--in_{the_Operating results of the debtor;
» significant increases in credit risk on other financial instruments of the same debtor;

= an actual or expected significant adverse change in the regulatory, -economic, or technological
erivironment of the debtor that results in a significant decrease in the debtor’s. ability to meet its
-tebt obligation

Irrespective of the outcome of the above assessment, thé Company prasumes’ that the credit risk on-a
financlal asset has increased significantly since |n|t|aI recognition when contractual payments are more

than 30 days past due, unless the Company has reasonable and supportable information that
demonstrates otherwise,

Despite the foregoing, the Company assumes thaf the credit risk or a fnanmal instrument has not
increased significantly since initial. recognition if the fifancial instrument is determined to have low
credit risk at thie reporting date. A financial instrumént is determined to have low credit risk if:

(1) The financial instrument has a low risk. of default,
{2) The debtor has ‘a strang capacity to meet its contractual cash flow obligations: in the ngar term,
and.
(3) Adverse chandes in.economic and business conditions in the longer term may, but will not
" ‘necessarily, réduce the ability of the borrower to fulfil its contractua] cash flow obligations.
(if) Definition of deféult

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

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

e information developed internally or. cbtained from external sources indicates that the debtor is

uniikely to pay its crediters, including the Company, in full (without taking into account any
-collaterat held by the Company

Irrespective of the above analysis, the Company. considers that default has occurred when a firancial
asset is more than 90 days past due unless the Company has reasonable and supportable information
to demonstrate that a more lagging défault criterion is more approprlate

(i} Credit-impaired financiat assets

A financial asset is crédit-impaired when one or more jevents that have a detrimental impact on the
estimated future cash flows of that financial asset have occurred. Evidence that a financial asset 15
credit-impaired includes. observable data about the following events:

(a} significant financial difficuity of the issuer or the borrower;
(b} a breach of contract, such as a default or past due avent:
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3

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

3.15 Financial instruments (Continued}

Financial assets (Continued}
(i) Créditdimpaired financial assets
(C_) the lender(s) of the borrower, for economic or contractual reasons refating to the borrower’s
financial difficulty,. having granted to the borrower a concession(s) that the lender(s). wouid not
otherwise consider; .
(¢} it is:hecoming prebable that thé borrower will enter bankruptoy or other financial recrganisation;
or

(e} the disappearance of an active market for that financial asset because.of financial difficulties.

(iv)  Write-off policy

The Company writes off a ﬂnanaal asset when there is information Indicating that the debtor is in
severe financial dlchuIty and there is-no realistic prospect of recovery, e.g. when the debtor has beéen
placed under liguidation or has entered: ‘into bankruptcy proceedings, or in the case of trade receivables,.
when the trade receivables has crossed the law of limitation period past due, whichever- occurs. sooner.
Financial assets written off may still be subject to “‘enforcement activities under the Company S recovery

procedures, taking info account legal advice where: appropriate. Any recéveries made are recognised in
profit or toss,

{v)  Measurement and recoghition of expected credit losses

The measureément of expected credit losses is a function of the probability of default, loss given default
(i.€. the magnitude of the loss if there is-a default) and the exposure at defadlt. The assessment of the
probability of default and loss giver default is based on historical data adjusted by forward- -looking
infermation as descnbed above,

.As for the exposure at default, for financial assets, this: is represented by the assets’ gross- carrying

amount at the reporting date; for financial ‘guarantee contracts, the exposure includes the amount
drawn down as at the reporting date, together with any additional amounts expected to be drawn down
in the future by default date determined based on historical trend, the Company’s understanding of the
specific futlre financing needs of the debtors, and. other relevant forward-looking information,

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

'Company expects to receive, discounted at the original effective interest rate.

The Company recognises an impairment gain or loss in profit or Joss for all financlal instrurnents with a
corresponding adjustment to:their carrying amount through a loss allowarice account.

Derecognition of financial assets

The Company derecognlses a. f'nanc:a! asset only when the. contractuai rights to the cash flows from the.

asset éxpire, or when it transfers the financial asset and substantially’ all the risks and rewards of
ownership of the asset to another entity. If the Company neither transfers nor retains substantially al
the risks -and rewards of ownership and continues to. control the transferred asset, the Company
recognises its retained interest in the asset and an associatéd liability for amounts it may have: to pay.
If the Company retains substantialty all the risks and rewards of ownership of a transferred financial

asset, the Company continues to recogriise the financial asset and also recognises a collateralised
borrowing for the proceeds received.,
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3
3.15

3.16

3.17

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial instiruments {Continued)
Financial assets {Continved)

Derecognition of financial assets {Continued)

On derecegnition of a financial asset measured at amortised cost, thé différence betwean the asset's
carrying amount-and the sum of the. censideration recewed and receivable is reécognised in profit or loss.
In -addition, en derecognition 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 coritfast, .on dérecognition of an investment in equity Instrument wh:ch the Company
has elected ‘on initial recognition to measure at FVTOCI, the cumulative gain or loss praviously
accumulated in the investments revaluatten reserve is not rectassified to profit or loss; but 15 transferred
to retained earnings.

Financial liabilities and equity
Classification as debt or equity

Debt and equity instruments are classified as ‘either financial liabilities or as equity in accordance. with

the substance of the contractual arrangements and the definitions of a firaricial liabitity and an equity
instrument.

Equity instruments

An’ equity instrument is any contract that evidences a residual interest in the assets of an entity after
deducting ali of its fiabilities. Equity instruments |ssued by the Company are recognised at the proceeds
recéived, net of direct issue costs.

Repurchase of the Company’s own equity instruments:is recogmsed and deducted directly in equity. No

gain or loss s recoghnised in profit or loss:on the purchase, sale, issue or cancellation of the Company's
own equity instruments.

Financial liabilities

All financial liabilities are measured subsequently at amortised cost using the effective interest method
or at FVTPL.

The effective interest method is a method of calculating the amortised cost of a-financial liability- and of
allocating interest @xpense over the relévant. period. The effective interest rate js the rate that exactly
discounts estimated future cash payments (including all fees-and points. paid -or received that form an
integral part of the effective interest rate, transaction costs and other premiums or discounts} through
the expected life of the ﬂnanc:ai fiability, or {where appropriate) a shorter period, to the amortised cost
of a financial liabikity.

Foreign exchange gains and lossés

For financial liabilities that are denominated in a foreigh currency and are measured at arnortised cost at
the end of each.reporting peried, the foreign exchange gains and losses are determined based on the
amorttised ¢ost of the instruments. These foreign exchange gains and (osses are recognised jn the ‘other
gains and losses’ line item in profit or ioss,

The fair value of financial liabilities denominated in a foreign .currency zs determined in that foreign
currency and translated at the spot raté at the end of thé reporting periad.

Derecognition of financial labilities

The Company derecognises f‘nancial lfabilities- when, and only when, the Company's obligations are
discharged; cancelled or have explred The d fference between the carrying amount of the finandal
liability derecognised and the consideration pald and payable is recognised in proﬂ: or loss.

Share capital
Issued ordinary shares are classified as ‘share. capital’ in equity when the Company has an un-
cotiditional right to avoid del:very of cash or another financial asset, that is, when: the dividend and

répayment of capital are at the sole and absolute discretion of the Company and there is no coentractual
abligation whatsoever Lo that éffect.

Payables

Payables -are recognised initially at fair value afd subsequently measuréd at amartised cost using the
effective interest method,
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3

3.15

3.16

3.17

SUMMA_RY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED}

Financial instruments (Continued)

Financial assets (Confinued)

Derecognition of financial assets {(continued)

on derecognition of a financial asset measured at amortised cost, the difféfence between the asset’s
carrying arhount and the sum of the consideration received and feceivablé is recognised in profit or loss,
In addition, on derecogmtlon of an. investment in. a debt instrument classified as at FVTQCI, the

cumulatwe gain ar loss prewously accumulated in the investments revaluat;on reserve is reclassified to
profit or loss. In contrast, on derecognltlon of anl investment in equity instrument which the Company

has elected on initial recognition to measure at EVIOCI, the cumulative gain or loss' previously

accumulated in the investments revaluation reserve is not réclassified to profit or loss, but is transferred
to retained earnings.

Financial liabilities and equity
Classification as debt or equity

Debl and equity instruments are classified as either financial liabilities of as equity in accordance with

the substance of the contractual arrangements and the definitions of a financial liability and an equity
instrument,

Equity instrirments
An equity instrument is any contract that ewdences 2 residual interest in the assets of an éntity after

deductmg all of its liabilities, Equity instruments issued by the Company.are. recognised at the proceeds
received, nét of direct issue costs.

Répurchase of the Company’s own equity-instruments is recognised and deducted directly in equity. No
gain or loss is recogniséd in profit or loss on the purchase, sale; issue or cancellatlon of the Company S
QwWn equity- instrumeants.

Financizl liabilities'

All financiat fabilities are measured subsequently at amortised cost usi_ngfthe effective interest methad
of at FVTPL.

The effective interest method is a methed of calculating the amortised cost nf a financial liabifity and of

‘dllocating interest expense over the relevant period. The effective interest rate is the. rate that exactly

discounts estimated future cash payments (including all fees and points paid or received that form ari
integral part of the effective interest rate, transaction costs .and other premiums of discourits} through
the expected life of the financial Ilabsllty, or- (where appropriate) a shorter period, fo the amortised cost
of a financial liability.

Foreign.exchange gains and losses

For financial liabilities that are denominated in a forelgn currency and are measured at amortised cost at
the end of .each repor_tfr}g period, ‘the fareign exchange gains and losses are determined based on the
amortised cost of the instruments. These foreign exchange gains and lesses are recognised in the *other
gains and losses’ line Item In profit or loss.

The fair value of financial liabilities denominated in" a forelgn .currency is determined in that foreign
currency and translated at the.spot rate at the end of the reporting period.

Derecognition of financial liabifities.

The Company derecognlses financial liabilities when, and only when, the Company's obligations -are

discharged, cancelled or have expired. The difference between the carrying amount of the financial
iiahility derecognlsed and the consideration paid and payable is recognised in profif or loss.

Share capital

Issued ordinary- shares are -ciassified as ‘share capltal' in equity when the Company has an un-
conditional right to avoid delwery of cash or -ancther financial asset, that is, when the. dividend and
repayment of capital aré at the sole and absolute discretion of the Company and there is no contractual
obligation whatsoever to that efféct.

Payables

Payables are recoghised initially at fair value and subsequerntly measufed at amortised cost using the
effective interest method.
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3
‘3.18

319

3.20

3.21

(i)

(i)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Centingencies

A disclosure for a contingent llabliity is made when there is a possible obllgation or a present obligation that
may, but probably will not, require an outflow of resources. When there is a possible obligation ora present

ohiigation in respect of which the likelihood of outflow of resources is remote, no provision: or disclosure is.
made. Contingent assets are not-recogriised and disclosed only wheie an inflow of economié benefits is:

Comparatives

Where -necessary, comparative figures Have been adjusted fo corfirm with changes in presentation in. the

current year

Pividend

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 its is probable that the economic benefits will flow to
the Company and the amount of income can be meastired reliably. Interest income is accrued. on a timely basis,
by reference to the principal outstanding and at the effective: intérest rate applicable, which is the rate that
exactly discounts estimated future cash receipts through the expectad useful life of the financial asset to that
asset’s net carrying amourit on initial recognition,

CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

Esttmates and. ]udgements ‘are continually evaluated and are based on historical experience and other’ factors,
including experience of future events that aré believed to be reasonable under the circumstances.
'Critil:al'accounting estimates and assumptions

The company makes estimates. and assumptions concerning the future. The resulting accounting estimates will,
by definition, seldom equal the related actual results, The estimates and. assumptions that have a significant
risk of causing a material adjustment to the carrying amounts of assets and.liabilities within the next financial
year are addréssed below.

Receivables

Critical estimates are made by the directors in- determining the recoverable amgunt of tmpaired receivables.

Factors taken into consideration in making such’ Jjudgements include historical trends and the‘number of days a

debt is past its due date for payment, The carrying amount of impalred receivables is set out in Note 16

Taxes

1 Currentincome tax

Curre_n_t-_income.'_tax_is measured ‘at the amount expected to be paid te the tax autharities in accordance with
the Inceme Tax Act. The tax rates and tax laws used o compute the aount are those that are enactéd or
substantivély enacted, by the reporting date.

2 Deferred tax

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

Deétermination of residual values and useful lives

Judgement and estimations are used when detarmining the residual values and useful hves of property, plant
and equipment on annual basis,

Critical ju_d_gements in applying the entity’s accounting pelicies

In the protess of applymg the company’s accounting po!icies, management has made judgements in
determtnmg

« the classification of financial assets.

= revenue recogpition allocation to different components,

o determining whether assets are impaired, or not,
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5.

Financial risk management objectives and policies

The Company’s principal financial instruments comprise cash and cash equivalents, receivables and payables.
These instruments arise directly from: jts operations. The Company does not speculate or trdde in derivative.
financial Instruments,

The: Company's activitias -expose it to a variety of financial risks: market risk (including foreign exchange risk,
interest rate risk and price risk}, credit risk, inqundlty risk .@nd operationaf risk, The directors. review and agree

‘policies for managing these risks.

The directors have overall respensibiiity forthe establishment and- -oversight of the ‘company's risk management
framework. The company's- overall risk management programme focuses on the unpredictability: of financial
markets and seeks to minimize potentiat adverse effects on its financial performance,

Market risk

‘Market risk. is the risk that the fair value or future cash flows of financial instruments will ‘fluctuate .due to

changes in market varfables 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 return on the risk.

(i) Foreign exchange risk

Foreign exchange risk arises from future investment transactions on recognized assets and liabilities. The
Company's- policy is to record transactions in féreign currencies at thé rate in effect at the date of the

transaction. Monetary assets and liabilities .denominated in foreign currencies. are retransliated at the rate.of

exchange in effect at the staftement of financial position date. All gains-or losses on changes in currency.
exchanae rates are accounted for in the statement of profit or Jogs,

The Company operates. wholly within' Zambia' and its assets and liabilities are mainly deriominated i loal
currency.

(i) Interest rate risk

Interest rate risk is the risk that the future profitabllity and/or cash flows of financial instruments will fluctuate
because of changes in the market interest rates, The interest rate: exposure arises mainly from the interest rate
mevements on the burrowmgs However, the company dees not engage m borrowmg activities as its obligation
is to held cash in trust.

‘Credit risk

Credit risk is-the risk of financial loss to the company if a customer or counterparty to a financial instrument
falfs to meet its contractual obligations, and arises prinapally fram the trading activities as we[l a5 placement

and balances with other counterparties, advances to customers, deposits held with various services providers,
prepayments and bank balances.

(i) Conceritration of credit risk
Amount due from debtors best represents the company’s maximum exposure-to the ¢redit risk or concentration
of the credit risk. The Company only holds funds in-trust, and there is no rating on debtors.

The carryihg amount of financial assets represents the rmaximum credit exposure The maxhrium exposureto
credit risk at the reporting date was:

‘Kwacha Carrying amount: _
Note 2019 2018

Financial assets

Trade receivables (net) 16 2 057823 5 614 360

Amounts due from related patties 22 (a) 112 004 195 36 660 169

Bank-and cash balances 18: 84 371 684 7 064229

198 433 702 49 338 758,

As at 31 December, the ageing -analysis of trade receivables is, ‘a5 follows:

Past due
and
Neither past Past due but not impaired impaired
_ due nor _
Total impaired < 30 days 3D - 60 days 60 - 90 days > 90 days’
K K K K K K
2019 2141 609 906 355 891 241 165030 85 197 83 786
2018 5979687 2 570 623 2 218 602 688 249 135 884 365 327
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5,

Financial risk management objectives and policies {continued)

Liquidity risk

Liquidity risk i5 the risk that the Company will encounter difficulty in meetmg its obligatxons from its financial
liabitities. The Company’s approach to managing liguidity is to ensure, as far as possible, that it will 2lways have
sufﬂment qumdrty to meet its liabilities when due, under both norimal .and stressed conditions; without incurririg
unacceptable Iosses or-risking damage to the Company’s reputation.

Carrying amount

Note. _ 2019 2018
Financial labilities
Amounts due to related parties 22 () 23743 104 63862 992
Trade and other payables 21 25184438 5888 153

43 927 532 63 751 145

The table below summarises the: maturlty profile of the Company's financial liabilities at the reporting date
based on contractual undiscounted payments.

within1  Between Betvieen Greater than
year 1 -2 years 2 -5 years 5 years Total
K K K K K

31 December 2019

Amounts due to related parties 23 743 104 - - - 23743 104
Trade and other payables 25 184 428 - - - 25 184 428
48 927 532 - - - 48927532

31 Dacember 2018 _
Amounts-due to related parties 63 862 952 - - - 63 862 992
Trade and other payables 5 888 i53 - = - 5888 153
69 751 145 - - - 69 751 145

Operational risk

Operational risk is the risk of direct or Indirect loss arising from.a wide variety of causes associated with the
company’s processes, personnel; technology and infrastructire and from external factors other than credit,
market and liquidity risks such as those arising from jegal and regulatory requirements and generally
accepted standards of corporate behaviour. Operational risks arise from all of the company’s operatlons and
are faced by all busmess entities;

The Company‘s objective is to manage opetational risk st as to balance the avoldance of financial losses and
damage to the Company’s reputation with overall cost effectiveness and ta avoid. control procedures- that
restrict inifiative and creativity.

The primary responsibility for the development and’ implerentation  of controls to address operational risk is
assigned te management of the Company.

The Company has developed processes of overall company’s standards for the management of operational
risk in the following areas;

-‘Requirements for appropriate segregation of duties, including the indepe_nde_n_t autharisation of transactions.
~ Requirements- for-the reconciliation .and maénitaring of transactions.
- Compliance with regulatory and other legal requirements.
- Documenitation of controls and procedures.
* Requirements-for the year assessment of operational risks faced, and the adequacy of controls
and procedures to address the risks identified,
- Requirements for the reporting of operationai losses and proposed remedial action,
- 'Development of contingency plans.
+ Training and professiopal development,
: Ethical and business standards.
(i} Risk management
Risk.is inherent in the companys activities but it is. managed through .a process of ohgeing identification,

measurement and monitoring, subJect to risk limits and other controls. This process of risk managament is
critical to the Company’'s continuing viable cperaticns.

Exposure to market risk (mcludlng currency risk, interest rate risk and price risk), credit risk and liguidity risk
arises in the normal course of the-company's business.
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5. Financial risk management objectives and policies (Continued)
------ Operational risk {Continued)
(it} Dperations
The directors have put in place internal contral systems which include institutifig ostensibly to ensure
----- ‘adequate accounting records are maintained,

6. Capital management

The primary objectives. of the Company Is to hold, in trust, the-funds awing to the Airtel Mobite Commerce

- Zambia Limited e-valué holders and safeguard the- safety and sanctlty of these funds The Company does not
trade and i§ not aliowed to deal in these funds otherwise than to.settle obllgatlons arising from genuine
‘transaction of Airtel Mobile Commerce Zambia Limited E-value. Thé principai obligation of the Company is ot
to maximize wealth but to safeguard third party funds.

The capital structure. of the Company consists of share cap:ta[ 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

- 7. REVENUE
Kwacha 2019 2018
Transaction charge on cash withdrawals 338 846 482 132185526
- Airtime recharge transaction fees 57 053 063 21 968 847
Cther fees and chargas 55 745 216 19 690 933
Merchant collectfon service fees _ 38 298 016 17 045 099
Transaction chargé on cash withdraw {off net) 8 481 083 373 445
"""" Bulk payment sérvice fees 4032 030: 1 651 310
Bank transfer service fees 1215 006 68 734
Service fees on intérnational money transfers 895 644 477 667
..... 504 666 540 193 465 561
8. NET EXCHANGE GAINS
MNet exchange gains 181 347 138 615
9. FINANCE INCOME
Interest income on bank balances 1784 938 357 197
- -10. PROFIT BEFORE TAX
Profit before tax is stated after recognising:
Interest income (note 9) 1.784°938 357 197
Receivables- - reversal of provision for impairment losses (note 16) 281 541 166 754
and- after chargmg.-
Employee benefits expenses 4 141 310 3 318 139
------ Depreciation on preperty, plant and equipment {note 14) 1 409 266 1 371 626.
-Amortisation of intangible assets {(note 15) 2352 392 299 605
Auditors' rémunération 308 110 296 881
11. EMPLOYEE BENEFIT EXPENSE
The follewing contributions te pension_s/fun&s were included within the
salaries and wages expenses:
"""" Aon Zambia Pension Fund Administrators Limited 251992 185178
National Pensien Scheme Autharity 67 902 50258
L 319 894 245 434
12. INCOME TAX EXPENSE
The components of inceme tax expense for the years ended 31 December:
— 2019 and 2018 are:
Deferred income tax: (note 13) 330839 (387 507)
Current income tax- 67 890 064 2 292 381
- Income tax expense 68 220 903 1904 874

reduce debt.
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Kwacha
12. INCOME TAX EXPENSE

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

follows:
Profit before income tax

Tax calculated at the statutely income tax rate of 35%

Tax effect of:.

Adjustments _

Deferred income tax (note 13)
Tax asset in respect of prior year
Other deductible expenses
Taxable loss.

Expenses not deductible fortax purposes

Income tax éxpense

Income tax payable (recoverable)

Current inceme tax movement in-the. statément of financial positién:

At 1 January
Payments during the year

Withhotding tax Credits(Tax deducted at source)

Current tax charge for the year
At 31 December

Tax lossés are analysed as foliows
Charge year

2015
2016

Total tax iosses

13

2019 2018

213 143 101 60 150 788

74 600 085 21.052 776

330 839 -
- (19457 761)

{1 895 158)

(6 418 960) -

1 604 097 309 861

68 220 503 1.904:874
1 075 495 (395 528)
(26 418 287) {65 000)
{360.429) (756-357)
67 890 064 2 252380

42 186 843 1.075 435

Tax losses Expired tax

1.1.2018 ~ utilised losses 31.12.2019
'8 843 586 (8 843 586) - -
9 496.303 (9 496 303} - -
18 339 890 (18 339 890) - -

DEFERRED TAX LIABILITIES/(ASSETS)

In prior years, deférred tax assets were not recognised because it was considered not probable that future
taxable profit would be available against which these tax losses would be utiliséd or realised.

As it i5 now , there are taxable profits against which the deferred tax assets on tax losses will be utilised y

deferred tax has been recognised: This has been calculated using the. applicable enacted income ta% rate of

35%.

The following are the major deferred tax assets and liabilities recegnised by the company and movemerits
thereof during the current and prior reporting period

At beginning .of year
Charge for the year

At end of year

I:_J"eferred tax assets
Other provisions:
Property plant and equipment

Net deferred tax assets

Deferred tax assets

Tax losses

Other provisions

Praoperty plant and equipment

2019 2018
(387 507) (19457 761)

330 839 19070 253
{56 668) {387'507)

01.01.2619 Moventent 31.12.2019
K K K

(127 864) (64 113) (191 977)
(259 643) 394 952 135 309
{387 507) 330 839 (56 668)
01,01.2018 Movement 31.12.2018
K K K
{19 317 461)- 19 317 461 _ -
(169 911) 42 047 (127 864)
29612 (289 255) (259 643)
(18457 761) 19 070253 {387 507)
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Kwacha

14, PLANT AND EQUIPMENT _
Furniture & Capital work in

Computers other equipment progress Total
''''' Cost
At 1January 2018 3 660 476 3397 450 - 7057926
Additions - 17357 593 - '1 357 593
At 31 December 2018 3660 476 4 755 043 - 8 415 519
‘At 1 January 2019 3 660 476 4 755 043 - 8 415519
------ Additions - - ‘8 821534 8 821 534
Transfers - 7 106 825 {7 106 824%) -
. At'31 December 2019 '3 660 476 11 861 B68 1714709 17 237 053
Accumulated depreciation.
At 1 Japuary 2018 3574180 2 781 780 - & 355 960.
..... Charge for the year 86 296 1285 330 - 1371626
At 31 December 2018 3 660 476 4 067 110 - 7 727 586
....... At 1 January 2019 3 660 476 4 067 110. - 7 727 586
Charge for the year - 1 409 266 1409 266
At 31 December 2019 3 660 476 5476 376 - 9136 852
'''' Net book value
At 31 December 2019 - 6 385 492 1714 709 8 100201
"""" At 31 December 2018 - 687 933 - 687933
15 INTANGIBLE ASSETS Licence fees Total
Cost
At 1 January 2018 -
Additions 326 842 326 842
At 31 December 2018 326 842 326 842
At 1 January 2019 326 842 326842
----- Additions 7 622 8§90 7 622.890
At 31 December 2019 7 949 732 7 949 732
B Amortization
At 1-January 2018 - -
Charge for the year 299 605 299 605
N At 31 December 2018 299 605 299 605
At 1 January 2019 299 605 299 605.
Charge for the year 2352392 2352 392
At 31 December 2019 2651 997 2 651 997
Net book value
At 31 December 2019 5 297 735 5297735
At 31 December 2018 27 237 27 237

The License fees are payabi'e_' to Comviva Technoiogies Limited for mobiquity mobileé financial services
platform which allows for services such as theé sending and -transfer of meney, bulk payments, merchant
‘transactions, savings and loans.
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Kwacha 2019 2018
16 Trade and other receivables
Trade receivables 2141 609_ 5979 687
IMpairment provision (83 786) {365 327)
2 057 823 5614360
Other receivabies 3763 133 -
5 820 956 5614 360

‘The average credit period on sales of services Is 30 days. No interest is charged -on outstanding trade

raceivables. The expected credit ioss (ECL) is mainly based on the agemg of the receivable balances and
historical experience. The receivables are assessed on an individual basis -or:grouped into homegeneous
groups and assessed for impairmant collectively, depending on their significance. Moreover, trade
receivables are written off on a case to case basis if deemed not to be collectible on the ‘assessment of the
underivina facts and circumstances,

The Company uses a provision matrix to’ measure the expécted credit loss of trade receivables. Refer below
nate for detsils on the tmpairment of trade receivables, Based on the industry practices and the busihess
environment in whlch the entity operates; management considers that the trade receivables are credit
imnpaired if the payménts 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::customers to which it grants credit.in fts orditiary course of business. The. gross
carrying -amount of a financial asset is written off (either partialty or in full) to the extent that there is no
realistic prospect of recovery. This is generally the case when the Company determines that the debtor does
not ‘have dssets or sources of income that could generate-sufficient. cash flows to repay the amount diie.
Where the financial asset has been written- off, the Campany continues to engage In enforcement activity to

-attempt to recover the receivable dug, Where recoveries are made, these are recognised in profit and loss.

There has heen no change i the estimation techniques or significant assumptions made during the cuirent
reporting period.

The entity writes off a frade receivable when there is-information indicating that the debtor is in severs
financial dlffn:ulty and there is-no realistic prospect of recovery, e.g. wheh the debtor has beén placed under
liquidation or has entered into bankruptcy proceedings, or when the trade receivables has crossed the law of -
limitatien perigd past due, whichever accurs.earliér. None of the trade receivables that have heen written off
is subject to enforcement-activities.

As the - entltys historical credit loss experience does not. show 5|gn|f|cant1y different loss . patterns for
different customer segments, the provision for less allowance based on past due status. is not further
distinguished between the Entity’s different customer base,

As at 31 December 2019, trade receivables with an initial carrying value of K83 786 (2018: K3865,327)
were impalred.and fully prowded for. The movement in impairment provisions is as follows:

Individually Collectively _
impaired impaired Total
K K K
At 1 January 2018 _532.'08i_ - 532 081
‘Credit for the year . {166 754) - {166 754)
At 31 December 2018 365 327 - 365 327
Credit for the year (281 541) - (281 541y
At 31 December 2018 83 786 - 83 786,
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
------ for the vear ended 31 December 2019

Kwacha

1z,

Funds heid in trust

Cash at bank held In trust
Interest earned on cash &t bank-held in trust

Furids held on behalf of custorners are held on bank accounts bearing an

interest at the annual rates mehtioned betow:

Bank 2019 2018

e Giti bark Zambia Limited 9.50% 2.50%
Atlas Mara Zambia MPR -~ 2584 MPR - 2%
Zambia National Commercial Bank Pl 7.00% 7.00%
Barclays Bank 5.50% 9.50%

18.

19,

20.

24.

22.

Bank and cash balances

Bank balance _
Short term investment in fixed deposits
Cash balance

2019 2018
535-118 593 327 480 849
44478 114 18 489 989
579 596 707 345.970 838
58 000 000 4767172
24'603 616 _ -
1 768 068 '2'297°057
84 371 684 7 064,329

Bank accounts bear interest at the rate of 9,5% per annum (2018: 9.5%). Interest

disclosed in riote 4.

Share capital

Authorised share capital;

200,000,000 ordinary shares of K 0.01 .each
Issued.and fully paid: o
200,000,000 ordinary shares of K 0:01 each
Due to customers

Customer deposits

Interest earned on trust accounts *

earhed has been

2 000 DOQ. 2 000 000
2 000 000 2 000 600
535 118 593 327 479 947
44 480 133 18-492 839
570 598 726 345972 786

* The amount can be used with a pre approval by the Centrai Bank, for industry wide projects that promote:
effeciive inter-operability, sensitization campaigns to. promote mobile money, consumer education
campaigns provided such activities do not promote a spegific e- money institution.

Trade and other payables

‘Trade payables

Cther payables

Trade payables aré nen-interest bearing and have an average term of

60 days.

Othef payables are non-intérest bearing and have an average term of
-5ix months.

Related party disclosures

‘The company has financial risk management policies in place to ensure
that all pavables are paid within pre agreed.credit terms.

4 842 432 533294
20 341 996 5 354 859
25 184 428 5.888 153.

Airtel Mobile’ Commerce Zambia Limited's immediate parent company is Airte! Mobile Commerce BV, g

company incorporated in Netherlands and Step up parent company is Bharti Airtel Limited ,

incorporated in IndIa

The shareholding of the Company as at 31 December 2019 and 2018 is as stated below:

Name of shareholder

-Airtel Mebile Commerce Holding BV

Airte! Mobile Comimerce BY
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a- company

2019 and 2018

Number of _ _
shares % shareholding
2.000 000 1%

198 000 000 99%
200 000 D00 100%




AIRTEL MOBILE COMMERCE ZAMEIA LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
for the yvear ended 31 December 2019

22. Reélated party disclosures (continued)

{a) Ampunts due from related parties

Nature of Caountry of Natitre of
-Namé of related parties relationship of incorporation  transactions

Cross charges for

Fellow AMB security
. Airtel Networks Zambia Plc subsidiary Zambia deposits.
_ _ Feilow Airtime recharge
Airtel Networks Zambia Plc. subsidiary Zambia transaction fees
- Fellow Churn reduction
Alrtel Networks Zambia Pl subsidiary Zambia revenue share
...... Feliow Cash Coliection
Airtel Networks zambia Pic subsidiary Zambia transaction fees
Alrtel Mobile Commaerce Limited Fellow International
substdiary Malawi money Transfer
Airtel Mobile Commerce Rwanda  Fellow ) International
Limited subsidiary Rwanda money Transfer
Airtel Mobile:Commerce Kenya. Fellow Internatiohal
Limited subsidiary Kenya maney Transfer
'“" Fellow International
Airtel Mobile Commerce Uganda subsidiary Uganda money Transfer
Nature of Country of Nature of
Name of related parties _relatiunsh’ip_ of incorporation  transactions

Cross charges for

_ _ Fellow _ bulk payment
Airtel Networks Zambia Plc subsidiary Zarnbia tool
o Feliow Airtime recharge
Alrtel Networks Zambia-Pic subsidiary Zambia transaction fees
""" Fellow Churit reduction
Airtel Networks Zambia Pic subsidiary Zarmbia revenus share
Fellow Cash Collection’
""" Airtel Networks Zarhhia Pic subsidiary Zambia transaction fees
Airtel Malawi Limited Fellow Internaticnal
subsidiary Malawi roney Transfer
Airtel Mobile Commerce Rwanda Fellow International
Limited subsidiary Rwanda money Transfer
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Balance.
at 31,12.2019
K

2797 000

56 478 113

45 176 223

6 518 652

814 826

84 783

85 366

49 232

112 004 195

Balance
at 31.12.2018
K

47 915

20 395 681

9 693 408

5 203 303

1285212

34649

36 660 168




AIRTEL MOBILE COMMERCE ZAMBIA LTMITED.

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
for the. year ended 31 December 2019-

22.. Related party disclosures (continued)

{c)

Name of related parties

Afrtel Networks Zambia Plc.
Airtel Networks Zambia Ple.
Alrtel Metworks Zambia Ple

Airtel Networks Zambia Pic

Name of related parties

Airtel Netwarks, Zambia Ple
Airtel Networks Zambia Plc
Airtel Networks Zambia Plc

Airtel Netwrorks Zambia Plc

Amounts due to related parties

Name of related parties

Airtél Networks Zambia Pic
Airtel Networks Zambia Plc

Airtel Mobile Commerce BV
Airtel Mobile Cormmerce Limited
Airtel Mobile Comimierce
(Tanzania) Limited

Airtel Mobile Commiéree Kenya'

Airtel Mobile Comimerce Uganda

Airtel Mobile Commerce Rwanda
Lifnited

(b} Sale of services to related parties

Nature of
relationship

Fellow
subsidiary
Fellow
subsidiary
Fellow
subsidiary
Feliow
subsidiary

Nature of
relationship

Fellow
subsidiary
Fellow
subsidiary
Fellow
subsidiary

Fellow
subsidiary

Nature of
relationship

Fellow
subsidiary
Feliow
subsidiary-

Immediate

parent
Fellow
subsidiary .
Fellow

subsidiary

Fellow
subsidiary
Fellow
subsidiary

Fellow
‘subsidiary
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Country of

of incorporation

Zambia
Zambia
Zambia

Zambia

Country of

Lof incorporation

Zambia
Zambia
Zarmbia

Zambia

Country'o_f

aof incarporation

Zambia
Zambia
‘Netherlands
Malawi
Tanzania
Kenya
Uganda

Rwanda

MNature of
transactions.

Airtime recharge

transaction fees.

Bulk paynient

transaction fees
‘Chiurn reduction

revenue share

Cash collection
transaction fees

Nature of
transactions

Alrtime. recharge
transaction fees.
Bulk payment
transaction fees
Churn reduction
revenue sharea
Cash collection
transaction fees

‘Nature of
transactions

Expenses paid on
behalf
Mana__gem_ent
Fees

Expenses paid on
behalf
Infernational
money transfer
Internationai
money trarsfer
Internatichal
mongey transfer
International
mongy trarisfer
Internationai
money transfer

Balance
at 31.12.2019
K

57 053 063
257 714
‘44 594 880

8 511 047

110 416 704

Balance
at 31.12.2018
K.

21 968 847

224 488

9 693 408

5 203 303

37 050 046

~ Balance
at 31.12,2019
K
10 624 046
8 936 769
461 717
558 027
1 756 300
61 419
695 405

649 421

23 743 104




for the vear ended 31 December 2019

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED}

22. Related party disclosures (continued)
(¢} Amounts due to related parties (continued)

()

Name of related parties

‘Airtel Networks Zambhia Pic.

Airtel Networks Zambta Pic
Airtel Mobile Commerce BV

Airtel Malawi Limited
Airtel Mobile Commerce
{Tanzania} Limited’
Airtel Mobile Comimerce
Rwanda Limited

Nature-c_pf'
relationship

Fellow
subsidiary
Fellow
subsidiary
Immediate
parent
Fallow
subsidiary
Fellow
subsidiary
Feliow
subsidiary

Purchase of services from related parties’

Name of related parties

Airtel Networks Zambia Pic

Airtel Networks. Zambia. Plc.

Airtel Networks Zambia Pl

Airtel Networks Zambia Pic.

Airtel Networks Zambia Plc

Nature of

relationship

Fellow
subsidiary
Fellow
subsidiary
Fellow
subsidiary
Fellow
subsidiary

Fellow
subsidiary

Purchase of services from related parties

Name of related parties

Airtel Networks Zambia Plc.
Airtel Networks Zambia Plc.
Airtel Networks Zambia Plc.

Airtei Networks Zambia. Plc.

Airtel Netwerks Zambia Ple

Nature of-
relationship
Fellow
subsidiaiy
Feliow.
subsidiary
Fellow
subsidiary
Feliow
subsidiary

Feliow
subsidiary

Country of

of incorporation

Zambia
Zambia
Netherlarids
Malawl
Tanzania

Rwanda

Country of
of incorporation

Zambia
‘Zarribia
Zambia

Zambia

Zambia

Country of
of incorporation

Zambia
Zambia
Zambla

Zambia

Zambia

Natire of
transactions

Expenses paid-on
behalf
Management

‘Fees

Expenses paid on
behalf

International

money transfer
Iriternational
money transfer
International
meney transfer

Nature of
fransactions

Management fees

USSD service
tharge

Balk SMS
charges

Lommon - cost

allacation
Shep.Cash in &

Cash out

commission

Nature of
transactions.

Management feas
USSD servicg
charge

Bulk-SMS
charges.

Common cost
allecation

Shop Cash in &
LCash out
comimission

Balance
at 31,12,2018
K

60 204 670
1 260 410
396 316
746 873

1 090 932

163 791

63 862 992

Balance
at 31.12.2019

7 676 359
60 000
1566 341

325878

4 680 105

14 308 683

Balance
at 31.12.2018

1 260 410
-60.000
665 646

457 301

1 691 987

4135314

The above amounts due from / to: refated parties have no fixed repayment terms and does not carryan
interest charge. The related parties reserve the right to derand payment at any timeit-desires.

There is-no impalirment of receivables relating to amounts owed by related parties as on 31 DecembBer 2019

and 2018.
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AIRTEL MOBILE COMMERCE ZAMBIA EITMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
for the vear ended 31 December 2019

23. Fair value measurements
Fair value of financial assets (Tradé receivable, amount due from rélated parties, amiount held in trust, and bank 8 cash balance) and financial liabilities qanm.m:a
other payable, amount payable to related parties, and amount due to customer) approximate to their carrying amount-as on 31 December 2013 and 2018 on
‘account of their currént’ nature and they are recognised at amortized cost as on 31 December 2019 and 2018.

Carrying vaiue Fair value
Financial assets Financial liabilities: . Lavel
FUTPL - FVTPL -
miandatorily mandatorily
measured Amortised cost measured  Amdrtised cost Totzi 1 2  3Total

21 December 2019 .

Ambunts due to related parties
Amounts due to customer

(63 862 992)

(345 972 7886)

(63 862°992)
{345 972 786)

Cash and bank balances - B4 371684 - - g437168a - - - -
Trade and other receivables - 1982762 - - 1982 762 - e - -
Amounts due from related parties ~ 112 D04 195 - ~ 112 004 195, - - - -
Amount held in trust - 579 596 707 - - 579 596 707 - - - -
Trade and other payables - - - (20 403 083) {20 403 G83) - - - -
Amounts -due to related parties - - - (23 743104) (23 742 104) - . -
Amourits due to customer - - - (579 598726) (579 598 726) - - -
31 Cecembér 2018

Cash and bank balances 7064 229 - - 7064228 - - - -
‘Trade and otHer receivables - 5614 360 - - 5614360 - - - -
Amaunts due from relatéd parties - 36660 169 - - 36 660 169 SR - -
Amount held in trust - 345470838 - - 345 970 838 - - -
Trade and other payables. - - - (5 888 153) {5 888.153) - - -
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AIRTEL MOBILE COMMERCE ZAMBIA LIMITED

NOTES TO THE FINAN_CIAL STATE_MENTS {CONTINUED)
for the vear ended 31 December 2019

24,

25,

26.

Capital commitments

There are no material ca_pital' commitments as at 31 December 2019 (2018; Nil).

Contingent liabilities

There were no known miaterial contingent liabilities as at 31 December 2019 {2018: Nil).

Events after the reporting date

Following. the outbreak of Coronavirus disease (COVID-19) in China in 2019, the disease has spread
throughout the world in¢luding Zambia, On 1ith March 2020, the World Health Organization (WHO)
¢lassified COVID-19 as a pandemic. To prevent the COVID-19 from spreading further, -countries have
taken measures such as closing boarders and non-essential businesses, ban on free movement of
people and goods, etc: These measurés have had a negative impact on the economy and businesses.

The Directors are monitoring the sitiation whose impact-of the COVID-19 will anly be known later in-the:

year.
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