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WHO WE ARE

had over 97 million customers across its
operations at the end of December 2018.




MISSION

“technologies and services to give Zambia

- the world. We bring everything internet to
~ everyone, everywhere.

At Airtel, we provide globally admired

an easy and dependable way to connect to




VISION

Connected people are inspired people.

In connecting Zambia’s people to each
other, we are empowering them to create
opportunities, dream big and

live well.




HIGHLIGHTS




®
JANUARY

Due to the cholera outbreak, the Ministry of Health
placed an injunction on all public events. In keeping with
this directive Airtel Zambia suspended all planned events
and activities.

[
MARCH

To help mitigate the cholera pandemic, Airtel partnered
with Water Aid to supply cleaning materials and
detergents which enabled 10 schools to be re-opened.
This was after Ministry of Health's directive to close
affected schools in an effort to contain the highly
contagious disease.

()
MAY

Airtel continued it's partnerships with local councils in
Keeping Zambia Clean, Green and Healthy with Kitwe
members of staff participating in the cleaning exercise of
community areas.

o
FEBRUARY

In response to the Cholera epidemic that had ravaged the
country, Airtel Networks Zambia Plc donated 50 bins to the
Inter City Bus terminus to help with the collection of garbage
at the terminus which on average has over 800 people visiting
the station on a daily basis.

[
APRIL

Airtel takes pride in associating itself with the motto “One
Zambia. One Nation”, We continue to promote ideals that
tradition and culture are the bedrock and foundation of
any nation and as such gave a donation of K50, 000 to the
Kuomboka ceremony organising committee.

Another big initiative in April was the Autistic project. In support
of vulnerable groups in society, the Company assisted the
Zambia Autistic Association hold a commemoration day for
autistic children in Zambia where a number of activities were
planned including a fundraising walk.

()
JUNE

The Company continued to support various vulnerable groups
in society. In June the Zambia Association of Persons with
Disabilities approached Airtel to assist them participate in the
annual Zambia Inter Company Relay which is a social wellness
event attracting participation of people from all walks of life.

2018 ANNUAL REPORT & FINANCIAL STATEMENTS




2018 ANNUAL REPORT & FINANCIAL STATEMENTS

()
JULY

In a bid to continue complementing Government efforts in
the Education sector, Airtel donated assorted educational
books worth over K8, 000 to newly built Kaunda Square
Secondary School located in Kaunda Square area of
Lusaka.

()
SEPTEMBER

Airtel donated a Brick Making Machine worth K10,000 to
Kamaila Secondary School in Chisamba district to assist them
build a 1x3 classroom block for the over 400 students that are
enrolled at the school.

()
NOVEMBER

The Company received a wish list from the Levy Mwanawasa
Teaching Hospital and donated 300 blankets worth K35, 000
in a continued bid to compliment Government's efforts to
improve health care.

o
AUGUST

Airtel believes that education is the gateway to success. We remain
committed to changing the lives of our communities, assisting
different sectors of society through the education sector. In August,
the University of Africa were recipients of educational books worth
K15,000 meant for their newly established library.

[
OCTOBER

The “MAKE THAT DIFFERENCE” initiative was launched as a step to
help improve the reading and writing culture of children in Zambia.
Members of the public were encouraged to donate a book or toy or
both by taking them to any Airtel Service Centre for collection and
thereafter distribute to various community centres across the country.

Another major social initiative is our passionate quest to improve
maternal health. In a partnership with the Esther Lungu Foundation
Trust where Airtel seeks interventions to enhance maternal, neonatal
and child health initiatives and to improve the health and sanitation
status of women and girls, the First Lady Esther Lungu donated 176
bicycles to rural based community health workers (birth attendants) to
assist them in reaching patients quicker due to the long distances in
the rural setting.

o
DECEMBER

Airtel held a one day youth mentorship day in partnership with Africa
Directions Airtel staff held a full day session with over 60 youth in
Mtendere. This was a highly interactive high impact programme which
was designed to also look into children’s and youth rights as well as
impart skills on how to become youth entrepreneurs under the Airtel
Chabeba program.

December also recorded another youth empowerment campaign

that transformed many. In supplementing Government efforts in the
promotion of Information Communication Technology (ICT) in schools
and communities in Zambia, Airtel donated five desktop computers
and a router valued at over K55, 000 to Jacaranda Hub, a non-profit
organisation which aims to promote the development of the ICT sector
and entrepreneurship among the youth in Zambia.
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MS. MONICA
MUSONDA

Board Chairperson

Ms. Monica Musonda

was recently appointed
by the Zambian Minister
of Health as Deputy Board
Chairperson on the boarad
of the National Food &
Nutrition Commission.

Monica is a dual qualified English solicitor and Zambian advocate
with'over 16 years post qualification experience. She has held senior
positions in private practice with Clifford Chance & Edward Nathan as
well as worked as in house corporate counsel at International Finance
Corporation and for the Dangote Group. Her experience working with
Aliko Dangote, one of Africa’s most successful entrepreneurs gave her
the impetus to start Java Foods.

Java Food’s vision is to become a leading food processing Company in
Zambia. It is committed to provide high quality and nutritious food from
local products at affordable prices. Java Foods first product was “eeZee
Instant Noodles”, which has become Zambia’s leading instant noodle
brand. Java Foods also manufactures and distributes eeZee Supa Cereal
(a fortified instant cereal/porridge)and Num Num’s corn snacks.

Monica currently serves as non-executive director on the Boards of Airtel
Networks Zambia Plc (where she is chair), Zambia Sugar Plc, Arcelor
Mittal South Africa Plc Dangote Industries Zambia Limited and sits on
the Global Advisory Board for Scaling Up Nutrition Business Network.
She was recently appointed by the Zambian Minister of Health as
Deputy Board Chairperson on the board of the National Food & Nutrition
Commission. In 2016, the UN Secretary General appointed her to be a
member of the Lead Group of the Scaling Up Nutrition Movement. She is
the recipient of the 2017 African Agribusiness Entrepreneur of the Year
award, which is an award conferred annually to entrepreneurs who have
demonstrated outstanding achievement in agricultural input and value
addition in Africa. She is a 2013 Young Global Leader (World Economic
Forum) and Archbishop Desmond Tutu Leadership Fellow. Forbes
Magazine and Africa Investor named her as one of the leading Young
Power Women in Business in Africa in 2013 and 2014 respectively.

She is one of the few Zambian women involved in manufacturing/agro-
processing at a scalable level.

She holds a LL.B from the University of Zambia and an LL.M from the
University of London.
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MR. JITO
KAYUMBA

Board Member

Mr. Kayumba is a certified
Investment Advisor, he holds
a degree in Political Science,
specializing in Public Policy
and Corporate Governance
from Canada’s Concordia
University and is currently
enrolled in the prestigious
African Leadership MBA with
the ALU School of Business.

Mr. Jito Kayumba is a partner at Kukula Capital, Zambia’s
pioneering Private Equity and Venture Capital firm. The company’s
impact investments have generated over 500 jobs and have
developed the market for alternative capital in Zambia.

Mr. Kayumba has led investments in numerous Zambian SMEs
and actively participates in their strategy and development.

As a seasoned investment professional, Mr. Kayumba is called
upon by numerous global fora to provide insight on development
financing and investment in Africa. He is also an advocate for
innovative early childhood education and serves as Chairman of
iSchool Zambia, an early childhood e-learning company.

Mr. Kayumba has been recognized for his work in energy policy
and the promotion of streamlined investment in energy ventures in
Zambia, driven by Independent Power Producers.

As a certified Investment Advisor, he holds a degree in Political
Science, specializing in Public Policy and Corporate Governance
from Canada’s Concordia University and is currently enrolled in
the prestigious African Leadership MBA with the ALU School of
Business.
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MR. RAGHUNATH
MANDAVA

Board Member

Mr. Mandava was
appointed as Airtel Africa
Managing Director and
Chief Executive Officer in
January 2017, and he has
since taken full leadership
of the Company.

Since he began his association with Bharti Airtel in 2003,
Mr. Raghunath Mandava has donned several hats including
COO and CMO. After working as Director - Customer
Experience in Bharti India’s operations for over three years,
Raghu was elevated to the position of Chief Operating
Officer in 2016 before taking over as Managing Director
(MD) and Chief Executive Officer (CEO) of Airtel Africa in
January 2017. During his tenure as Director in India, Raghu
introduced a new culture of thinking and innovation, which
enabled Airtel India to take big leaps in the Customer
Experience sector.

Prior to joining Airtel, Raghu worked in Hindustan Unilever
where he held various roles across different functions
including sales and marketing. He holds a B.Tech in
Electronics from IIT Kharagpur and an MBA from
IIM-Bangalore.
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MR. JAIDEEP
PAUL

Board Member

Mr. Paul has been the
Chief Finance Officer at
Airtel Africa since May
2014 following a role at
Airtel Nigeria. He has a
total work experience

of 29 years having
started his career with
Pricewaterhouse in 1989.

Mr. Jaideep Paul joined Bharti Airtel Delhi Circle in 2002. He then
worked as Chief Financial Officer of Bharti Retail (a franchisee

of Walmart) for 2 years and Fairtrade LLC Muscat before joining
Airtel Nigeria as Chief Financial Officer in September 2010.

Mr. Paul has been the Chief Finance Officer at Airtel Africa
since May 2014 following his role at Airtel Nigeria. He has a
total work experience of 29 years having started his career at
Pricewaterhouse in 1989.

He brings to the Board proven ability to achieve financial discipline
and enhance the overall efficiency of the organization. Mr. Paul

is a keen analyst with exceptional negotiation and relationship
management skills and abilities.

He is a Commerce Graduate from Calcutta University and a
Chartered Accountant from ICAI.
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MR. APOORVA
MEHROTRA

Board Member

Mr. Apoorva Mehrotra
brings with him over
24 years’ experience in
the telecom industry.

Mr. Apoorva Mehrotra was appointed Managing Director of Airtel
Zambia on 1st March 2018. Until his appointment, Apoorva was
Airtel Zambia’'s Chief Commercial Officer.

He brings with him over 24 years’ experience in Operations, Sales
and Marketing across the telecom, consumer durables and FMCG
sectors. Most notably, he spent 15 years at Vodafone, where his
last posting was as Executive Vice President (EVP) & Business
Head for the Delhi NCR Circle.

He holds a Masters’ Degree in Management Studies (Marketing)
and a Bachelor’s Degree in Psychology.
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20.

ATEMEN
CORPORATE
GOVERNANCE

The Board of Directors’ (the “Board”) establishes broad corporate
policies for the Company, sets the strategic direction for the
Company and oversees management with a focus on enhancing
the interests of stakeholders.

We believe that sound and effective corporate governance is fundamental
to enhancing our Board’s ability to guide the management in its efforts to
generate long-term value. We uphold standards of corporate governance
that reflect applicable legal and regulatory requirements and a thoughtful
approach to emerging practices.

We revamped our Code of Conduct (our “Code of Conduct”) that governs
the behavior of our officers and employees, and describes expected
business conduct grounded in our belief that trust and integrity are the
foundation of our business.

Airtel is committed to the highest level of legal, regulatory and ethical
standards in business conduct. Each employees and officers covered by our
Code of Conduct is required to act responsibly, ethically and professionally.
Our Code of Conduct sets out procedures for monitoring compliance and
describes other steps taken to encourage and promote a culture of ethical
business conduct.

All employees and officers are required to avoid actual and potential
conflicts of interest and are subject to obligations regarding, among other
things, the protection and proper use of corporate assets and opportunities,

confidentiality of corporate information, and compliance with applicable laws.

As part of its commitment to support ethical decision-making, our Board

ensures that effective mechanisms are in place for employees to raise ethical
concerns.

The Board of Directors are key in ensuring that Corporate Governance objectives are
up-held, as they owe the shareholders a fiduciary duty.

Being a listed Company, the Board has ensured that the Company meets the
standards as set out by the LUSE Corporate Governance Code for Listed and Quoted
Companies. It has also ensured that the Board Manual encompasses the relevant
provisions of the LUSE Corporate Governance Code.
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The Board of Directors comprises the following five (05) Directors:

1. Katebe Monica Musonda - Chairperson

2. Jito Kayumba - Member

3. Raghunath Mandava - Member

4. Jaideep Paul - Member

S. Apoorva Mehrotra - Managing Director

The Directors held the following meetings during the year under review:

BOARD MEETING ATTENDANCE FOR 2018

Name of Director 9 February 2018 18 May 2018 31 August 2018 29 October 2018

Ms. Monica Musonda

Mr. Jito Kayumba
Mr. Raghunath Mandava
Mr. Apoorva Mehrotra

ok LN e
L <
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L <
<

Mr. Jaideep Paul

AUDIT COMMITTEE ATTENDANCE FOR 2018:

Name of Director 9 February 2018 18 May 2018 31 August 2018 29 October 2018
1. Mr. Jito Kayumba \V v v v
2. Mr. Jaideep Paul \/ v \V v

REMUNERATION AND NOMINATION COMMITTEE ATTENDANCE FOR 2018:

Name of Director 31 August 2018

1. Ms. Monica Musonda \V
2. Mr.Raghunath Mandava Apologies
3. Mr. Jaideep Paul v
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22.

AIRTEL

PRODUCTS & SERVICES

ENTERPRISE BUSINESS

Enterprise Business continues to grow it's focus on building solutions
that are tailored to address business telecommunications requirements,
both for small and medium enterprises as well as large corporations
and multinational organizations. With the network modernization and
expansion, the Enterprise Business unit has benefitted from increased
investment and has seen an increase of Points of Presence (PoPs) from
the previous 13, to well over 450 with its Domestic MPLS network.

This development makes it attractive for corporate customers that
connect using our infrastructure with the comfort that all such
connectivity will allow for data transmission over secure and dedicated
circuits within and outside Zambia. The network is now ready to carry
large capacity data circuits of over 155Mbps.

The Enterprise Business product offering includes domestic MPLS
network as well as customer tailored value propositions including
Virtual Private networks (VPNs), Direct Internet Access (DIA), Access
Point Name (APN) configurations and international circuits such as
International Private Leased Circuits (iPLC). This is over and above the
GSM product offerings like postpaid voice and data, corporate prepaid,
bulk messaging and mobile broadband internet.

Solutions are structured with involvement of enterprise technical/pre-
sales teams and implementation engineers, who are supported by a
middle and back office. This is all coordinated by a dedicated segment
Accounts Manager.
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IKALI

In line with pursing our strategic pillars of “Win with more customers” and “Win with
Data” we embarked on building competitive plans and segmented bundles to enhance
usage and ARPU.

To this effect we created IKALI which literally means “The best” a dynamic proposition
offering very attractive Voice only and Data only bundles where a customer can chose

and be able to enjoy Daily, Weekly and Monthly validity plans.

At the end of December 2018, we had onboarded a good percentage of our active
customer base a mark beyond our initial expectations.

We believe IKALI will continue to be a key value proposition that will drive Data
Customer growth into the future.

CUSTOMER ENGAGEMENT

Over the festive season, Airtel was key in keeping the spirit of sharing and giving alive.
The "Airtel Santa" campaign allowed several customers to visit and interact with Airtel

on our Facebook page, in return, deserving customers were rewarded with gift ham-
pers.
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4G EXPANSION

Airtel Zambia still boasts of being the largest 4G network by national coverage.

By the end of December 2018, we had 677 active 4G sites and now also have
over 95% of our sites having 3G technology as a bare minimum. This means that
Airtel Zambia has created and is committed to building a network for the future.

We have driven data growth through strategic product placement and pricing
which is evidenced by having 36% of our customer base that are high volume
data users.

Initiatives such as the Data Campaign, IKALI, specific location based coverage
maps, Mifi offer, Smartphone User Profiling and cross selling have helped us to
achieve these levels of world class performance. Airtel Zambia now has over
71% of the customer base using data in one way or the other.
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ETTER TO TH
SHAREHOLDER

Dear Shareholders,

It is my pleasure to report on the annual results for Airtel Networks Zambia Plc
(Airtel) for the financial year 2018.

2018 was another year of significant economic challenges for the country. In
the first quarter, we faced a cholera epidemic as a nation and this had far-
reaching commercial implications cascading into the second quarter as well.
As recovery from the epidemic settled in the third quarter, the Local Currency
depreciated against the United States Dollar. This spiraled into fuel price
increases and consequently resulted in the increase in prices of consumer
goods.

The Inflation rate deteriorated from 6.1% in December 2017 to 7.9% in
December 2018.

Commercial Bank lending rates remained high and therefore impacted
consumer borrowing, which resulted in low market liquid hence contraction
in economic activity which had a direct impact on the uptake of
telecommunication products.

The pricing of agricultural products in the year under review, as reported by
farmers, did not reflect actual input costs and therefore many farmers did not
make money out of their produce hence directly impacting their ability to spend.

Despite this difficult outlook in the economy in general and the industry in
particular, Airtel remained resilient throughout the entire year leveraging on
innovation, efficiency and execution excellence. In the 1st half of the year we
launched CHAOPENA NA SO CHE which offered outstanding value where
customers were offered a weekly pack for calling on-net and off-net with Data
and SMS benefits for as low as K5 and K6 respectively. Airtel also added free
night calling to customers purchasing Weekly and Monthly bundles.
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In September 2018, Airtel again became a game changer in the market by launching
IKALI, a segmented offering giving the best value for money in Data only and Voice only
bundles. This product has transformed the data landscape as evidenced by

the overwhelming growth in data volumes and users on this unique offering.

Airtel was also the first in the market to launch International and Roaming bundles which
further created an exciting value for money offer for our customers that regularly travel
and place calls outside Zambia.

Changes in the Telecommunications Industry

As was previously highlighted, 2017 witnessed the ushering in of a new Licensing
Framework by the Zambia Information and Communications Technology Authority
(ZICTA). The new framework also opened up the telecommunications sector to other
players and a fourth mobile operator was awarded a license to operate in Zambia.

Our shareholders may grow anxious about the appearance of a fourth operator on the
Zambian Market, however we are confident of our market position and our ability to
compete favourably over the long term. Healthy competition can only make the industry
stronger.

Lusaka Securities Exchange Listing Requirements

In accordance with the Harmonised Listings Requirements of the Lusaka Securities
Exchange (“LUSE”) of 2012, listed companies must have 25% of each class of equity
securities held by the public (“minimum spread requirement”). However, Airtel currently
only has a public shareholding of 3.64%.

A total of 4,084,810 shares held by Bharti Airtel Zambia Holdings BV (BAZH), the majority
shareholder, were converted to dematerialized shares, bringing the total number of shares
held by BAZH on the LUSE Central Securities Depository (CSD) to 22,256,000.

In order to comply with the LUSE minimum spread requirement, BAZH, placed a

‘Sell Order’ of approximately 6.36% of the Airtel Zambia shares in the market. Airtel
Management has continued to conduct local and international roadshows in order to
generate interest in the uptake of the shares. Airtel has also taken up other activities

to help revive the investor interest in Zambia and LUSE. Airtel would like to reiterate its
position that it remains committed to Zambia, to fully comply with the LUSE Listings Rules’
minimum spread requirement, and its willingness to support the LUSE in all efforts to build
a successful capital market in Zambia.

Changes to the Board

There were a few changes to the Board since the last Annual General Meeting. 2018 saw
the resignation of Mr. Peter Correia as Managing Director of the organization after having
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served in that position for a period of 3 years. Mr. Apoorva Mehrotra was
appointed as Managing Director on the 1st March, 2018.

Corporate Governance

The Company continues to comply with the highest levels of corporate governance.

In this regard, both the Board and employees completed annual code of conduct
reviews. In addition, the Board of Directors held four meetings in the year ending 31st
December 2018, and the Annual General Meeting was held at the end of March, 2018.
The Audit Committee of the Board held four meetings in the year under review and the
Remuneration and Nomination Committee met once in 2018.

Looking Forward
Airtel Zambia is proud to be the largest 4G network by national coverage with over 670
4G sites.

We shall continue to strive for better customer experience through our innovative
products and services.

Airtel's vision is to become Zambia's largest broad band partner in it's quest to drive an ICT
based society, which will promote the growth of the economy anchored on the principles
of the 2030 Zambia Vision and the 7th National Development Plan.

The governments’ strategy and vision for financial inclusion has continued to create an
enabling environment for growth with current digital financial penetration being only
around 30%. This in turn has aided the growth in GSM subscribers as well as created
required stickiness of customers to the network. The more subscribers associate a SIM
card with financial transactions, the more they are likely to be retained on the network.

With current Airtel Money to GSM penetration as well as national digital financial services,
there remains considerable opportunity for growth on the Airtel Network as subscribers
are attracted to the Airtel Money service, which is only available on the GSM platform. This
is further highlighted by the opportunities available to non- cash out options such as bill
payments, fees and other utilities with just a touch of your mobile handset.

Monica Musonda
CHAIRPERSON
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MANAGING
DIRECTOR’S REPORT

Our Dear Shareholders,

In 2018, Airtel Networks Zambia Plc continued to improve its overall business performance. Competitor
intensity heightened further in the year under review, however, the business held its own because of the
commitment and dedication of its talented employees who have underpinned our performance in the
market despite the harsh economic and industry headwinds experienced in 2018.

Overall, the Zambian economy saw improved performance in the main economic sectors of manufacturing,
mining and construction boosted by more reliable energy supply compared to the previous year. However,
the agriculture output contracted by more than 16% due to a drought experienced in early 2018. Copper
production continued to increase by an estimated 4%-4.5% in 2018. Construction also contributed to
growth, thanks to public infrastructure projects and investment in commercial buildings and residential
housing, towing cement production, which increased at an estimated 10% in 2018. Inflation increased to
an estimated 7.9% in 2018 from 6.6% in 2017. The relative price stability led the central bank to reduce
the policy rate to 9.75% and the Statutory Reserve Ratio to 5% in February 2018, from highs of 10.25%
and 8% respectively. In spite, of these improvements, Liquidity on the market remained extremely tight, as
there was no notable change in the Commercial bank lending rates. Consequently, the real GDP growth
continued, at an estimated 4.1% in 2018, compared with 4.1% in 2017. (Source - Africa Development
Bank).

The Kwacha depreciated by close to 20% in the month of September 2018. Fuel prices increased by 22%
on 8 October 2018 and prices of consumer goods and services followed through with price increases of
over 20%.

The key highlight for us at Airtel in 2018 was the deployment of 4G LTE services. On the back of

this deployment, we are proud to offer all our customers better services including higher-speed data
capabilities, efficient spectrum use and better quality voice services. We are aware that the launch of the
4G LTE services is a key enabler that is contributing in fulfilling Government’s vision of Broadband on
demand and building Zambia's digital economy.

While competition remained fierce with the introduction of various products and services, we continued
our pursuit of our strategic pillars of “Winning with more customers” and “Winning with Data”.

According to the 7th National Development Plan, market information systems are still underdeveloped due
to low levels of ICT connectivity and the high cost of providing wireless data and voice services. This, the
report notes, affects the pace of market information acquisition and the ease of doing business in Zambia.
It is to this effect that we introduced the IKALI product, which literally means “The best” IKALI is a dynamic
individualized proposition offering attractive voice only and data only bundles where customers are able to
choose and enjoy daily, weekly and monthly validity plans.

Government has identified Infromation Communication Technology (ICT) as a major catalyst for socio-
economic development and an enabler of good governance, therefore we believe IKALI is one of the key
value propositions that will drive data customer growth into the future coupled by other innovations rolled
out on the backbone of the largest 4G network such as Home Broadband. In addition to this, the reduction
of pricing in data devices such as the MiFi's and the wide spread distribution network continues to allow
customers to access our products and services efficiently and effectively at more affordable prices.

2018 ANNUAL REPORT & FINANCIAL STATEMENTS



Industry Update
Heightened competition within the telecommunications sector continued, resulting in aggressive price reduction on
both Data and Voice. As a result, industry revenues declined.

Due to the low disposable income faced by consumers as a result of rising prices, the telecommunications/ICT
products and services share of the consumer wallet reduced and therefore fueled multi SIMing behaviour by
customers, hunting for bargains on the market.

As part of our strategy, Airtel led the way, by providing affordable data bundles when it launched its 4G network. This
was a significant milestone, which was welcomed by all, stimulating ICT growth in the country.

In March 2018, ZICTA awarded a fourth mobile license to UZI Mobile Zambia. UZI Mobile Zambia is majority owned by
Unitel International Holdings B.V.

Financial Overview

Customers
Customer numbers grew by 10.6%, from 5.3mn at 31 December 2017 to 5.9mn as at 31 December 2018. During
the same period, Data users grew by 11.2% from 3.1mn at 31 December 2017 to 3.4mn at 31 December 2018.

Revenue and Cost

In the year under review, the industry recorded subdued Revenue Growth due to sustained aggressive competition
on pricing and therefore Airtel Revenue was under pressure. In 2018, we achieved Gross Revenue of K2, 111mn that
was a decline of 3.9% compared to K2, 196mn achieved for the prior year.

Data revenue grew by 1.6% in the year under review, at K630mn compared to K522mn last year. The Data revenue
grew marginally mainly due to significant price reductions made to Data Bundles in December 2017 and further
price reductions made to combo bundles in January 2018. However, in the last quarter of the year under review

we saw data revenue growing decently. We also notice the data traffic has grown by 150% in 2018 compared to
2017 .We believe Data remains the key growth frontier in the short to long term. Therefore, management is keen on
ensuring growth in customer adoption of data products and services. In this regard, Airtel launched the 4G Network
on 14 December 2017, making Airtel by far the largest LTE network in the country.

Voice Revenue declined by 7.6% in the year under review, to K1, 249mn from K1, 351mn in 2017. Total Minutes
of Use (MOU) increased by 26.1%. It has been a difficult year for voice revenue in view of the proliferation of
competitively priced combo bundles on the market and reduction in combo bundle pricin g. The market is mainly
dominated by multi-sim customers as well as increased use of over the top (OTT) services by unlicensed operators.

Management continues to focus on optimizing operating expenses, which resulted in total operating expenses
declining by 7.8% despite inflationary pressures resulting from the depreciation of the Kwacha against major
convertible currencies. This is mainly driven by various War on Waste (WoW) initiatives in the company.

Profit Margin

Operating profit has maintained a steady growth due to strong operating efficiencies driven by management

during the year under review. Profit before Tax (PBT) decreased by 49.3% due to significant exchange losses of ~
K260 million (mainly unrealized) following the depreciation of the Kwacha in September 2018 of over 20%. The
Kwacha has since stabilized at circa ZMW12/$1. Any appreciation of the Local currency against the USD will result

in exchange gains in future period and any depreciation will exacerbate the exchange losses. The effect of the forex
loss filtered through to the Profit after Tax (PAT). The company still reported a positive PAT of K64.8mn. Management
is also pleased to report positive cash generated from operations of KB54mn for the year ended 31 December 2018.

Capital Expenditure

The company made significant strides in modernizing the network infrastructure in the year. This is in anticipation of
consumer demand for products and services on both Data and Voice. In 2018, the business spent a total of K635mn
network modernization and building strong data infrastructure in anticipation of growth in customer number and
traffic volumes.
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Corporate Social Responsibility

Central to Airtel's Corporate Social Responsibility, is understanding that the quality of our company reputation is
as important as the quality of goods and services we deliver. We recognize that without the help, involvement and
interest of our staff, stakeholders and customers, true social change cannot be scaled for impact. More people =
more impact.

In the financial year under review, K260, 000 was spent on CSR programs with emphasis on Education, Health and
varied support to other vulnerable groups.

Like every business, Airtel was also affected by the Cholera outbreak especially in the 1st quarter of the year as the
ban for gatherings was in effect. However, in the following months, some of the major activities that the Company
engaged itself in include the launch of the partnership with the Esther Lungu Foundation Trust (ELFT) that was
initially signed in 2017. Under the Airtel Healthy Women Project, Airtel in collaboration with the ELFT bought 176
bicycles for rural based birth attendants to make reproductive health information and services accessible under

the Safe Motherhood Action Groups (SMAGs) in Luapula Province. The aim of this project is to reduce on early
pregnancies and maternal mortality mainly due to child marriages in the Province which currently stands at 71% and
will assist the birth attendants reach the many women who are unable to walk many kilometers to access a health
center and reproductive health care.

Other major activities that were undertaken include the “Make That Difference” Campaign where society was
encouraged to donate either books or toys to under privileged children across the Country. Noting that 68% of
Zambians live in poverty, there is a tremendous negative impact on education, hindering people and most especially
children from accessing education because the cost of school is sometimes more than a family is able to afford.
There was overwhelming contribution from Staff members and society who came forward to contribute towards this
noble cause.

In looking within, and noting that Cancer continues to affect many families including our own staff, Airtel held a
Cancer screening and awareness day for staff who took part in both the screening and discussions around Prostrate,
Cervical and Breast Cancer.

Awards
Airtel was awarded the “2018 ICT & Data Service provider award” by the Chartered Institute of Customer
Management (CICM).

Changes to Senior Management

There were some changes to the senior management team’s composition following resignations from the Legal and
Regulatory Director Mrs. Susan Mulikita, Networks Director, Mr. Swithurn Mwenifumbo, Airtel Money Director Mr.
Christopher Chileshe and Mr. Sekou Barry. Mr. James Chona is the new Airtel Money Director while Mr. Hussameldin
Baday has since replaced Mr. Barry.

2019 Outlook

We are committed to driving adoption of data in the country on the back of a vast 4G network and countrywide
3G coverage. Our outlook for 2019 revolves around continuously providing better quality data experience for our
customers, and focus on expanding our network in areas that are not yet connected. Further, we are continuing
to augment our distribution centers across the country. It is also imperative that we continuously work towards
improving our customer service so that it becomes a benchmark for the industry.

Our corporate culture encourages us to work towards bringing about positive change and impact to the lives of
communities we work in. Our key focus areas for CSR are Education, Maternal and Child Health, the Environment
and Enterprise Development through collaborations with partners and government. We are committed to our current
initiatives in Zambia and look forward to supporting other relevant projects.

We are dedicated to work towards earning the respect and trust of our shareholders, customers, employees and the
communities we serve. We have a capable management team doing precisely this, day in and out.

7 i
Apoorva Mehrotra
MANAGING DIRECTOR
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=EXECUTIVE
COMMITTEE

“Leadership is having a compelling vision, a
comprehensive plan, relentless implementation, and
talented people working together.”

— Alan Mulally

Meet our Executive Committee

Standing: (L to R)

James Chona — Airtel Money Director;

Hussam Eldin Baday — Marketing Director;

Martin Jowi — Supply Chain Director;

Sanjoy Ghosh — IT Director;

Muyunda Munyinda - Enterprise Business Director

Seated: (L to R)

Mukesh Singla — Finance Director;

Venada Mwape — Customer Experience Director;
Apoorva Mehrotra — Managing Director;

Bwembya Barbara Chikonde — Human Resource Director;
Hanumantlal Shukla — Sales and Distribution Director
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The Directors present their annual report on the affairs of the Company together
with the financial statements and the auditor’s report for the year ended
31 December 2018.

1. Principal activities
The principal activity of the Company is the provision of cellular radio
telecommunication services. There have been no significant changes in the
Company’s business during the year.

2. Share capital
There were no changes to the authorised and issued share capital during the
year.

3. Results for the year
The profit for the year amounted to K64.859 million (2017: K363.978 million).
The Key reason for drop in profit for the Year 2018 is devaluation of Kwacha.
The impact of the same is K259.71 million. The Company paid dividends
during the year amounting to K416 million in respect of the financial year
ended 31 December 2017 (2017: K416 million for year 2016). The directors
recommended an interim dividend for the year ended 31 December 2018
amounting to K124.80 million (2017: nil). The interim dividend has already been
paid. Further Directors will not propose a final dividend for the year ended 31
December 2018 (2017: K416 million)

4. Directors
The following directors held office during the year and to the date of this report:

Date of appointment/resignation

K. Monica Musonda (Non-ED) Chairperson Appointed on 23 March 2016
Apoorva Mehrotra (ED) Managing Director | Appointed on 1 March 2018
Peter Correia (ED) Managing Director | Resigned on 28 February 2018
Jito Kayumba (Non-ED) Board Member Appointed on 23 March 2016
Jaideep Paul (ED) Board Member Appointed on 2 November 2016
Raghunath Mandava (ED) Board Member Appointed on 1 November 2017

32.

5. Number of employees and remuneration
The total remuneration of employees during the year amounted to K117.898
million (2017: K128.550 million). The average number of employees for each
month of the year was as follows:

Month 2018 2017
January 217 232
February 218 234
March 215 234
April 214 232
May 214 232
June 213 226
July 214 224
August 213 228
September 204 226
October 203 226
November 206 224
December 207 224
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HEATH AND SAFTEY
The company has policies and procedures to safeguard the occupational
health, safety and welfare of its employees.

GIFTS AND DONATIONS
During the year the Company made donations of K0.260 million (2017:
K0.985 million). The donations are towards corporate social responsibility.

ROAMING

Roaming revenue is earned from foreign telephone operators when their
subscribers utilise the Company’s network. The Company accrued roaming
revenue amounting to K31.153 million (2017: K30.252 million).

PROPERTY, PLANT AND EQUIPMENT

The Company purchased property, plant and equipment amounting to
K535.008 million (2017: K315.190 million) during the year. In the opinion of
the directors, the recoverable amount of property and equipment is not less
than the carrying value. Figures of 2018 includes Nil international bandwidth
purchased on indefeasible right of use basis (2017: K107.630 million)

AUDITORS

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

10. STATEMENT ON CORPORATE GOVERNANCE
Airtel Networks Zambia plc takes the issue of corporate governance
seriously. The Company’s focus is to have a sound corporate governance
framework that contributes to improved corporate performance and
accountability in creating long term shareholder value.

The Board meets at least four times a year and concerns itself with key
matters and the responsibilities for implementing the Company’s strategy
is delegated to management. The Board of Directors continues to provide
considerable depth of knowledge and experience to the business.

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

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

the Company.

By order of the Board,

Sonia Shamwana-Chinganya
COMPANY SECRETARY
Lusaka 18 February 2019
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STATEMENT OF DIRECTORS’ RESPONSIBILITY
for the year ended 31 December 2018

Directors’ responsibilities in respect of the preparation of financial statements the attention of the Directors to indicate that the Company will not remain a going concern in
the foreseeable future.

The Companies Act, 2017 requires the Directors to prepare financial statements for each

financial year that give a true and fair view of the state of affairs of the Company as at the end In the opinion of the Directors:

of the financial year and of its financial performance. It also requires the Directors to ensure that

the Company keeps proper accounting records that disclose, with reasonable accuracy, the * the statement of profit or loss and other comprehensive income is drawn up so as to give a
financial position of the Company. They are also responsible for safeguarding the assets of the true and fair view of the profit of the Company for the year ended 31 December 2018;

Company. The Directors are further required to ensure the Company adheres to the corporate
governance principles or practices contained in Part VII's Sections 82 to 122 of the Companies *  the statement of financial position is drawn up so as to give a true and fair view of the state

Act, 2017. of affairs of the Company as at 31 December 2018;

The Directors are responsible for the maintenance of adequate accounting records and the * there are reasonable grounds to believe that the Company will be able to pay its debts as
preparation and integrity of the financial statements and related information. The independent and when they fall due;

external auditors, Messrs Deloitte & Touche, have audited the financial statements and their

report is shown on pages 35 to 39. « thefinancial statements have been prepared in accordance with International Financial

Reporting Standards and in the manner required by the Companies Act, 2017; and
The Directors are also responsible for the systems of internal control. These are designed to

provide reasonable but not absolute, assurance as to the reliability of the financial statements, *  the Directors have implemented and further adhered to the corporate governance
and to adequately safeguard, verify and maintain accountability for assets, and to prevent and principles or practices contained in Part VII, Sections 82 to 122 of the Companies Act,
detect material misstatements. The systems are implemented and monitored by suitably trained 2017.

personnel with an appropriate segregation of authority and duties. Nothing has come to the

attention of the Directors to indicate that any material breakdown in the functioning of these Approval of the financial statements

controls, procedures and systems has occurred during the year under review.
The financial Statements of the Company as indicated above, were approved by the Directors

The annual financial statements are prepared on a going concern basis. Nothing has come to on 18 February 2019 and signed on behalf of the Board by:
| Rl
-
K. Monica Musonda Apoorva Mehrotra
Chairperson Director
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INDEPENDENT AUDITOR’S REPORT
TO THE MEMBERS

Opinion

We have audited the financial statements of Airtel Networks Zambia Plc set out on pages 40 to
80, which comprise the statement of financial position as at 31 December 2018, the statement
of profit or loss and other comprehensive income, the statement of changes in equity and the
statement of cash flows for the year then ended, and the notes to the financial statements,
including a summeary of significant accounting policies.

In our opinion, the financial statements give a true and fair view of the financial position of Airtel
Networks Zambia Plc as at 31 December 2018, and of its financial performance and cash flows
for the year then ended in accordance with International Financial Reporting Standards, and in
the manner required by the Companies Act, 2017.

Basis of opinion

We conducted our audit in accordance with International Standards 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 accordance with the International Ethics Standards Board for Accountants Code

of Ethics for Professional Accountants ("IESBA" code), together with ethical requirements that
are relevant to our audit of the financial statements in Zambia. We have fulfilled our ethical
responsibilities in accordance with these requirements and the IESBA code. We believe that the
audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

2018 ANNUAL REPORT & FINANCIAL STATEMENTS
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Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most
significance in our audit of the financial statements of the current period. These matters were
addressed in the context of our audit of the financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on these matters.
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Key audit matters

Revenue recognition

The determination of revenue relating to the usage of airtime;
Accounting treatment for promotional products and bundled products;

The revenue computation process is highly automated, complex in nature,
characterised by high volume of data and dynamic;

The revenue recording involves a manual transfer of information from the

IT billing system to the general ledger. As a result of the significance of this
process, the timing of the revenue recognition, volume of transactional data
involved, manual interference in the transfer of data from the IT billing system to
the general ledger, this was considered a key audit matter.

The revenue recognition policy is disclosed in Note 3 (c) and revenue
recognised disclosed in Note 7.

How our audit addressed the key audit matter

Our procedures included but were not limited to the following:
»  Obtained an understanding of the company's revenue streams .

«  Performed walkthroughs of the different classes of revenue transactions and
evaluated the design and implementation of controls .

*  Obtained an understanding of promotional products and bundled products
configurations to identify the related revenue streams and assessed the revenue
recognition criteria for each stream for compliance with the applicable accounting
standards.

. Involved our Risk Advisory specialist to test the controls within the billing systems
and the control environment relevant to revenue. The procedures included but not
limited to the following:

»  Performed an IN (Billing system) to GL (General Ledger - Financial Reporting)
Reconciliation. We ensured that amount captured in IN-GL reconciliation was
reflected in IN closing balance and GL in books subject to defined threshold.

. Reviewed key revenue controls performed by the Company's Revenue Assurance
(RA) team to address the risk of revenue leakage. We verified the RA Dashboards
(templates on which control activities are performed) were prepared and signed by
the RA team on predefined intervals.

* Inaddition to the above we performed detailed substantive testing of journal entries
processes around revenue to ensure these were appropriately authorised, complete

and accurate.

= We found the operation of the controls over revenue to be effective, and our
substantive testing did not reveal any material misstatements.
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Key audit matters
IT systems and controls over financial reporting

We identified financial reporting as an area of focus as the Company’s financial
accounting and reporting systems are dependent on IT systems and identified a risk
that automated accounting procedures and related IT dependent manual controls may
not be designed and operating effectively.

How our audit addressed the key audit matter

*  We assessed and tested the design and operating effectiveness of the controls over
the continued integrity of the IT systems that are relevant to financial reporting.

*  We examined the framework of governance over the Company’s IT organization and
the controls over program development and changes, access to programs and data
and IT operations, including compensating controls where required.

*  We assessed the logical access management and segregation of duties controls as
well as checking the appropriateness of the integration of the various systems.

*  Where necessary we also carried out direct tests of certain aspects of the security of
the Company’s IT systems including access management and segregation of duties.
The combination of the tests of the controls and the direct tests that we carried
out gave us sufficient evidence to enable us to rely on the continued and proper
operation of the Company’s IT systems for the purposes of our audit.

Tax matters

The entity operates in a fairly complex tax environment. There is inherent judgement
involved in determining current tax liability.

This matter has been considered a key area of focus due to the amounts involved as
shown in note 12.
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We performed the following procedures among others:
*  Assessed the design of the controls and operating effectiveness around the
management of the tax affairs of the company and assessment of the accuracy of

the tax computations.

*  Reviewed correspondence between the ZRA and the Company to identify potential
liabilities .

»  Engaged our tax specialist to review the tax computation for the year to ensure
compliance with the tax legislation.

Based on our audit, there were no uncorrected misstatements noted.
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Other information

The Directors are responsible for the other information. The other information
comprises the Directors’ Report as required by the Companies Act, 2017, which
we obtained prior to the date of this auditors’ report, and the annual report which
we obtained prior to the date of this auditors' report. The other information does
not include the financial statements and our auditor’s report thereon.

Our opinion on the financial statements does not cover the other information and
we do not express any form of assurance or conclusion thereon.

In connection with our audit of the financial statements, our responsibility is

to read the other information and, in doing 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 materially 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 a
material misstatement of this other information, we are required to report that
fact. We have nothing to report in this regard.

Responsibilities of the Directors for the financial statements

The Directors are responsible for the preparation and fair presentation of the
financial statements in accordance with International Financial Reporting
Standards and in the manner required by of the Companies Act, 2017, and

for such internal control as the Directors determine is necessary to enable the
preparation of the financial statements that are free from material misstatement,
whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing
the company’s ability to continue as a going concern, disclosing, as applicable,
matters related to going concern and using the going concern basis of

,____-'\--_‘—ﬂ.

o~

accounting unless the Directors either intend to liquidate the company or to
cease operations, or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

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

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

* Identify and assess the risks of material misstatement of the financial
statements, whether due to fraud or error, design and perform audit
procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

«  Obtain an understanding of internal control relevant to the audit in order to
design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the company’s
internal control.

* Evaluate the appropriateness of accounting policies used and the

reasonableness of accounting estimates and related disclosures made by
management.
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* Conclude on the appropriateness of the Directors’ use of the going concern
basis of accounting and based on the audit evidence obtained, whether a
material uncertainty exists related to events or conditions that may cast
significant doubt on the company's ability to continue as a going concern.
If we conclude that a material uncertainty exists, we are required to draw
attention in our auditor’s report to the related disclosures in the financial
statements or, if such disclosures are inadequate, to modify our opinion.
Our conclusions are based on the audit evidence obtained up to the date
of our auditors’ report. However, future 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 whether the financial statements
represent the underlying transactions and events in a manner that achieves
fair presentation.

We communicate with the directors regarding, amongst other matters, the
planned scope and timing of the audit and significant audit findings, including any
significant deficiencies in internal control 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 communicate with
them all relationships and other matters that may reasonably be thought to bear
on our independence, and where applicable, related safeguards.

From the matters communicated with the directors, we determine those matters
that were of most significance in the audit of the financial statements of the
current period and are therefore the key audit matters. We describe these matters
in our auditors’ report unless law or regulation precludes public disclosure about
the matter or when, in extremely rare circumstances, we determine that a matter
should not be communicated in our report because the adverse consequences

of doing so would reasonably be expected to outweigh the public interest benefits
of such communication.
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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
accounting records, other records and registers required by the Act have been
properly kept in accordance with the Act.

Further, Section 259 of the Companies Act, 2017 requires that in carrying out our
audit, we consider andreport that:

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

* 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 inshringed in Part VIl -corporate
governance section of the Companies Act, 2017.

[0

DELOITTE & TOUCHE

F. NCHIMUNYA (AUD/F0000154)
PARTNER

Date: 1st March 2019
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STATEMENT OF PROF'T Particulars Note 2ok 2017

K'000 K'000
O R LOS S AN D OTH E R Revenue 7 2,111,060 2,195,663
Cost of sales (159,580) (130,547)
Gross profit 1,951,480 2,065,116
for the year ended 31 December 2018
Other operating income 2,627 1,754
Distribution costs (819,282) (851,930)
Administrative expenses (555,253) (638,329)
Operating profit 579,572 576,611
Finance income 8 793 3,740
Net exchange losses 9 (241,068) (37,398)
Finance cost 10 (108,817) (88,416)
Profit before tax 11 230,480 454,537
Income tax expense 12 (165,621) (90,559)
Profit and total comprehensive income 64,859 363,978
for the year
Basic and diluted earnings per share 13 0.62 3.50
(Kwacha)

There were no items of other comprehensive income for the year (2017: Nil)
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Particulars Note 2018 2017
K'000 K'000
ASSETS
Non-Current Assets
Property and equipment 16 1,893,942 1,712,468
Intangible assets 17 96,159 106,213
Deferred tax asset (net) 15 32,616 16,581
Total non-current asset 2,022,717 1,835,262
Current assets
Inventories 18 675 1,836
Trade and other receivables 19 128,993 226,784
Contract assets 20 33,415 28,125
Derivative financial instruments 33 665 2,467
Amounts due from related parties 29 151,772 137,591
Bank and cash balances 21 32,258 2,591

Total current assets

347,778

399,394

Total assets

2,370,495

2,234,656

EQUITY AND LIABILITIES

Equity

Share capital 14 1,040 1,040
Share premium 14 24,962 24,962
Retained earnings (37,784) 438,157
Total equity (11,782) 464,159
Non current liabilities

Obligation under finance lease 27 751,766 703,049
Current liabilities

Bank overdraft 21 32,449 21,657
Short term borrowings 24 715,608 209,979
Trade and other payables 22 522,097 531,108
Contract liabilities 23 101,608 101,646
Derivative financial instruments 33 3,730 3,237
Amounts due to related parties 29 65,372 17,417
Obligation under finance lease 27 91,310 69,040
Obligation Current tax payable (net) 12 98,337 113,364

Total current liabilities

Total liabilities

1,630,511
2,382,277

1,067,448
1,770,497

Total equity and liabilities
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2,370,495

2,234,656

STATEMENT OF

FINANCIAL POSITION
at 31 December 2018

The responsibilities of the Company's Directors with regard
to the preparation of the financial statements are set out on
page 34. The financial statements on pages 40 to 80 were
approved for issue by the Board of Directors on 18 February,
2019 and were signed on its behalf by:

. /. —
Monica Musonda Apoorva Mehrotra
Chairperson Managing Director
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STAT E M E N T O F Share Share Dividend Retained

capital premium reserve earnings

C H A N G E S | N EQ U |TY Particulars K'000 K'000 K'000 K'000

for the year ended 31 December 2018

Balance at 1 January 2017 1,040 24962 - 490,179 516,181
Total comprehensive income for the year - - - 363,978 363,978
Final dividend declared for 2016 - - 416,000 (416,000) -
Transfer to dividend payable 30 - - (416,000) - (416,000)
Balance at 31 December 2017 1,040 24,962 - 438,157 464,159

Balance at 1 January 2018 438,157 464,159
Total comprehensive income for the year - - - 64,859 64,859
Final dividend declared for 2017 - - 416,000 (416,000) -
Interim dividend declared for 2018 30 - - 124,800 (124,800) 0
Transfer to dividend payable 30 (540,800) - (540,800)

At 31 December 2018 (37,784) (11,782)
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2018 2017
Particulars Note K'000 K'000
Cash flows from operating activities
Cash generated from operations 28 1,077,195 772,612
Interest received 8 793 3,740
Interest paid 10 (27,226) (6,890)
Income tax paid 12 (196,683) (249,425)
Net cash generated from operating activities 854,079 520,037
Cash flows from investing activities
Purchase of property and equipment 16 (535,008) (207,560)
Purchase of intangible assets 17 - (107,630)

Net cash flows used in investing activities

(535,008)

(315,190)

Cash flows from financing activities

Proceeds from short term borrowings 24 938,570 397,125
Repayment of short term borrowings 24 (554,659) (211,800)
Interest paid on finance lease 10 (81,591) (81,526)
Repayment of finance lease 27 (61,716) (56,035)
Dividends paid to shareholders 30 (540,800) (416,673)
Net cash flows used in financing activities (300,196) (368,909)
Movement in cash and cash equivalents

Net increase/(decrease) in cash 18,875 (164,062)
and cash equivalents

Cash and cash equivalents (19,066) 144,996
at beginning of period

Cash and cash equivalents at end of period 21 (191) (19,066)
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STATEMENT OF

CASH FLOW
for the year ended 31 December 2018
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NOTES TO THE

FINANCIAL STATEMENTS
for the year ended 31 December 2018

1. CORPORATE INFORMATION

Airtel Networks Zambia plc is incorporated in Zambia under the Companies Act, 2017 as a
public limited company, and is domiciled in Zambia. The Company is listed on the Lusaka
Stock Exchange and was incorporated in 1997 as Celtel Zambia Plc. In April 2013, there
was a change of name and the address of its registered office is:

Airtel House

Corner of Addis Ababa Drive and
Great East Road, Stand 2375
P.O. Box 320001

Lusaka

The Company's principal activities are disclosed on page 1 of the director's report.
The financial statements for the year ended 31 December 2018 were authorised for issue
in accordance with a resolution of the directors on 18 February 2019.
2. ADOPTION OF NEW AND REVISED STANDARDS
2.1 New and amended Standards that are effective for the current year
Impact of initial application of IFRS 9 Financial Instruments
In the current year, the Company has applied IFRS 9 Financial Instruments (as revised
in July 2014) and the related consequential amendments to other IFRS Standards

that are effective for an annual period that begins on or after 1 January 2018. The
transition provisions of IFRS 9 allow an entity not to restate comparatives.

IFRS 9 introduced new requirements for:

1. The classification and measurement of financial assets and financial
liabilities,

2. Impairment of financial assets, and

3. General hedge accounting.

Details of these new requirements as well as their impact on the Company’s financial
statements are described below.

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

(a) Classification and measurement of financial assets

The date of initial application (i.e. the date on which the Company has assessed its
existing financial assets and financial liabilities in terms of the requirements of IFRS 9) is

1 January 2018. Accordingly, the Company has applied the requirements of IFRS 9 to
instruments that continue to be recognised as at 1 January 2018 and has not applied the
requirements to instruments that have already been derecognised as at 1 January 2018.
Comparative amounts in relation to instruments that continue to be recognised as at 1
January 2018 have not been restated as the impact has been deemed to be insignificant.

All recognised financial assets that are within the scope of IFRS 9 are required to be
measured subsequently at amortised cost or fair value on the basis of the entity’s business
model for managing the financial assets and the contractual cash flow characteristics of
the financial assets.
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Specifically:

* debtinstruments that are held within a business model whose objective is to
collect the contractual cash flows, and that have contractual cash flows that are
solely payments of principal and interest on the principal amount outstanding, are
measured subsequently at amortised cost;

» debtinstruments that are held within a business model whose objective is both to
collect the contractual cash flows and to sell the debt instruments, and that have
contractual cash flows that are solely payments of principal and interest on the
principal amount outstanding, are measured subsequently at fair value through
other comprehensive income (FVTOCI);

» all other debt investments and equity investments are measured subsequently
at fair value through profit or loss (FVTPL). Despite the foregoing, the Company
may make the following irrevocable election/designation at initial recognition of a
financial asset:

. the Company may irrevocably elect to present subsequent changes in fair
value of an equity investment that is neither held for trading nor contingent
consideration recognised by an acquirer in a business combination in other
comprehensive income; and

»  the Company may irrevocably designate a debt investment that meets the
amortised cost or FVTOCI criteria as measured at FVTPL if doing so eliminates or
significantly reduces an accounting mismatch.

In the current year, the Company has not designated any debt investments that meet the
amortised cost or FVTOCI criteria as measured at FVTPL.

When a debt investment measured at FVTOCI is derecognised, the cumulative gain or loss
previously recognised in other comprehensive income is reclassified from equity to profit or
loss as a reclassification adjustment. When an equity investment designated as measured
at FVTOCI is derecognised, the cumulative gain or loss previously recognised in other
comprehensive income is subsequently transferred to retained earnings.

Debt instruments that are measured subsequently at amortised cost or at FVTOCI are subject
to impairment. See (b) below.
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The directors of the Company reviewed and assessed the Company’s existing financial
assets as at 1 January 2018 based on the facts and circumstances that existed at that date
and concluded that the initial application of IFRS 9 has had an insignificant impact on the
Company’s financial assets as regards their classification and measurement:

+ financial assets classified as held-to-maturity and loans and receivables under IAS
39 that were measured at amortised cost continue to be measured at amortised
cost under IFRS 9 as they are held within a business model to collect contractual
cash flows and these cash flows consist solely of payments of principal and
interest on the principal amount outstanding.

(b) Impairment of financial assets

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

Specifically, IFRS 9 requires the Company to recognise a loss allowance for expected credit
losses on:

Debt investments measured subsequently at amortised cost or at FVTOCI;
Lease receivables;

Trade receivables and contract assets; and

Financial guarantee contracts to which the impairment requirements of IFRS 9

apply.

AW R

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

However, if the credit risk on a financial instrument has not increased significantly since initial
recognition (except for a purchased or originated credit-impaired financial asset), the Company
is required to measure the loss allowance for that financial instrument at an amount equal to
12-months ECL. IFRS 9 also requires a simplified approach for measuring the loss allowance at
an amount equal to lifetime ECL for trade receivables, contract assets and lease receivables in
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For the purpose of assessing whether there has been a significant increase in credit risk
since initial recognition of financial instruments that remain recognised on the date of

initial application of IFRS 9 (i.e. 1 January 2018), the directors have compared the credit
risk of the respective financial instruments on the date of their initial recognition to their

credit risk as at 1 January 2017.

The result of the assessment is as follows:

Items existing as at 01/01/18
that are subject to the

impairment provisions of
IFRS 9

Amount due from related
parties

Note

29

Credit risk attributes 1 January 2017 and 1
January 2018

Amounts due from related parties are assessed
regarding credit risk at each reporting date. As the
same are closely monitored and controlled by the
same management, there is no provision matrix
being followed on ageing basis.

There have been no instances observed in the past
where collection are assumed to be at risk for such
related party receivable

Trade and other receivables

Contract assets

19

20

The Company uses a provision matrix to measure
the expected credit loss of trade receivables. Based
on the industry practices and the business environ-
ment in which the entity operates, management
considers that the trade receivables are credit
impaired if the payments are more than 90 days
past due (Interconnect more than 9 Months).

Cash and bank

21

All bank balances are assessed to have low credit
risk at each reporting date as they are held with

reputable international banking institutions.
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(c) Classification and measurement of financial liabilities

A significant change introduced by IFRS 9 in the classification and measurement of
financial liabilities relates to the accounting for changes in the fair value of a financial
liability designated as at FVTPL attributable to changes in the credit risk of the issuer.

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

Previously, under IAS 39, the entire amount of the change in the fair value of the financial
liability designated as at FVTPL was presented in profit or loss.

The application of IFRS 9 has had no impact on the classification and measurement of the
Company’s financial liabilities.

(d) General hedge accounting

The new general hedge accounting requirements retain the three types of hedge
accounting. However, greater flexibility has been introduced to the types of transactions
eligible for hedge accounting, specifically broadening the types of instruments that qualify
for hedging instruments and the types of risk components of non-financial items that are
eligible for hedge accounting. In addition, the effectiveness test has been replaced with the
principle of an ‘economic relationship’. Retrospective assessment of hedge effectiveness

is also no longer required. Enhanced disclosure requirements about the Company’s risk
management activities have also been introduced.

In accordance with IFRS 9's transition provisions for hedge accounting, the Company
has applied the IFRS 9 hedge accounting requirements prospectively from the date of
initial application on 1 January 2018. The Company’s qualifying hedging relationships
in place as at 1 January 2018 also qualify for hedge accounting in accordance with
IFRS 9 and were therefore regarded as continuing hedging relationships. No rebalancing
of any of the hedging relationships was necessary on 1 January 2018. As the critical
terms of the hedging instruments match those of their corresponding hedged items, all
hedging relationships continue to be effective under IFRS 9’s effectiveness assessment
requirements. The Company has also not designated any hedging relationships under
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IFRS 9 that would not have met the qualifying hedge accounting criteria under IAS 39.

IFRS 9 requires hedging gains and losses to be recognised as an adjustment to the initial
carrying amount of non-financial hedged items (basis adjustment). In addition, transfers from
the hedging reserve to the initial carrying amount of the hedged item are not reclassification
adjustments under IAS 1 Presentation of Financial Statements and hence they do not affect
other comprehensive income. Hedging gains and losses subject to basis adjustments are
categorised as amounts that will not be subsequently reclassified to profit or loss in other
comprehensive income. This is consistent with the Company’s practice prior to the adoption of
IFRS 9.

Consistent with prior periods, when a forward contract is used in a cash flow hedge or fair
value hedge relationship, the Company has designated the change in fair value of the entire
forward contract, i.e. including the forward element, as the hedging instrument.

When the option contracts are used to hedge the forecast transactions, the Company
designates only the intrinsic value of the options as the hedging instrument. Under IAS

39 the changes in the fair value of time value of option (i.e. non-designated component)
were recognised immediately in profit or loss. Under IFRS 9, the changes in the time value
of the options that relate to the hedged item (‘aligned time value’) are recognised in other
comprehensive income and accumulated in the cost of hedging reserve within equity. The
amounts accumulated in equity are either reclassified to profit or loss when the hedged item
affects profit or loss or removed directly from equity and included in the carrying amount of
non-financial item. IFRS 9 requires that the accounting for non-designated time value of option
should be applied retrospectively. This only applies to hedging relationships that existed at 1
January 2017 or were designated thereafter.

(e) Disclosures in relation to the initial application of IFRS 9

There were no financial assets or financial liabilities which the Company had previously
designated as at FVTPL under IAS 39 that were subject to reclassification or which the
Company has elected to reclassify upon the application of IFRS 9. There were no financial
assets or financial liabilities which the Company has elected to designate as at FVTPL at the
date of initial application of IFRS 9.

Impact of application of IFRS 15 Revenue from Contracts with Customers
In the current year, the Company has applied IFRS 15 Revenue from Contracts with Customers
(as amended in April 2016) which is effective for an annual period that begins on or after

1 January 2018. IFRS 15 introduced a 5-step approach to revenue recognition. Far more
prescriptive guidance has been added in IFRS 15 to deal with specific scenarios. Details of the
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new requirements as well as their impact on the Company’s financial statements are described
below.

2.2 New and revised Standards in issue but not yet effective

Impact of application of IFRS 15 Revenue from Contracts with Customers

The Company has adopted IFRS 15, ‘Revenue from Contracts with Customers’ applying the
cumulative effect method applied retrospectively to the contracts that are not completed as of
1 January 2018 (being the date of initial application). Accordingly, the comparative information
has not been restated. The effect on adoption of the said standard is insignificant on these
financial statements.

Revenue is recognised upon transfer of control of promised products or services to the
customer at the consideration which the Company has received or expects to receive in
exchange of those products or services, net of any taxes / duties, discounts and process
waivers. In order to determine if it is acting as a principal or as an agent, the Company assesses
whether it is primarily responsible for fulfilling the performance obligation.

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

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

In the current year, the Company has applied a number of amendments to IFRS Standards
and Interpretations issued by the International Accounting Standards Board (IASB) that are
effective for an annual period that begins on or after 1 January 2018. Their adoption has
not had any material impact on the disclosures or on the amounts reported in these financial
statements.
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IFRIC 22 addresses how to determine
the ‘date of transaction’ for the
purpose of determining the exchange
rate to use on initial recognition of

an asset, expense or income, when
consideration for that item has been
paid or received in advance in a
foreign currency which resulted in the
recognition of a non-monetary asset
or non-monetary liability (for example,
a non-refundable deposit or deferred
revenue).

The Interpretation specifies that the
date of transaction is the date on
which the entity initially recognises the
non-monetary asset or non-monetary
liability arising from the payment or
receipt of advance consideration.

If there are multiple payments or
receipts in advance, the Interpretation
requires an entity to determine the
date of transaction for each payment
or receipt of advance consideration.

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.

IFRS 16

Leases

Amendments to IFRS 9

Prepayment Features with Negative
Compensation

Amendments to IAS 19 Employee

Plan Amendment, Curtailment or
Settlement

IFRIC 23

Uncertainty over Income Tax Treatments

The directors do not expect that the adoption of the Standards listed above will have a
material impact on the financial statements of the Company in future periods, except as

noted below:

IFRS 16 Leases

General impact of application of IFRS 16 Leases

IFRS 16 provides a comprehensive model for the identification of lease arrangements

and their treatment in the financial statements for both lessors and lessees. IFRS 16

will supersede the current lease guidance including IAS 17 Leases and the related
Interpretations when it becomes effective for accounting periods beginning on or after 1
January 2019. The date of initial application of IFRS 16 for the Company will be 1 January
2019.

In contrast to lessee accounting, IFRS 16 substantially carries forward the lessor
accounting requirements in IAS 17."

The Company has chosen the modified retrospective application of IFRS 16 in accordance
with IFRS 16:C5(b). Consequently, the Company will not reinstate the comparative
information.

Impact on Lessee Accounting
Operating leases

IFRS 16 will change how the Company accounts for leases previously classified as
operating leases under IAS 17, which were off-balance sheet.

On initial application of IFRS 16, for all leases (except as noted below), the Company will:

a) Recognise right-of-use assets and lease liabilities in the statement of financial
position, initially measured at the present value of the future lease payments;

b)  Recognise depreciation of right-of-use assets and interest on lease liabilities in the
statement of profit or loss;
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c)  Separate the total amount of cash paid into a principal portion (presented within
financing activities) and interest (presented within operating activities) in the cash flow
statement.

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

Under IFRS 16, right-of-use assets will be tested for impairment in accordance with IAS 36
Impairment of Assets. This will replace the previous requirement to recognise a provision for
onerous lease contracts.

For short-term leases (lease term of 12 months or less) and leases of low-value assets (such
as personal computers and office furniture), the Company will opt to recognise a lease expense
on a straight-line basis as permitted by IFRS 16.

Finance leases

The main differences between IFRS 16 and IAS 17 with respect to assets formerly held
under a finance lease is the measurement of the residual value guarantees provided by the
lessee to the lessor. IFRS 16 requires that the Company recognises as part of its lease liability
only the amount expected to be payable under a residual value guarantee, rather than the
maximum amount guaranteed as required by IAS 17. On initial application the Company will
present equipment previously included in property, plant and equipment within the line item
for right-of-use assets and the lease liability, previously presented within borrowing, will be
presented in a separate line for lease liabilities.

Impact on Lessor Accounting

Under IFRS 16, a lessor continues to classify leases as either finance leases or operating
leases and account for those two types of leases differently. However, IFRS 16 has changed
and expanded the disclosures required, in particular regarding how a lessor manages the risks
arising from its residual interest in leased assets.

Under IFRS 16, an intermediate lessor accounts for the head lease and the sublease as two
separate contracts. The intermediate lessor is required to classify the sublease as a finance or
operating lease by reference to the right-of-use asset arising from the head lease (and not by
reference to the underlying asset as was the case under IAS 17).
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Because of this change the Company will reclassify certain of its sublease agreements

as finance leases. As required by IFRS 9, an allowance for expected credit losses will be
recognised on the finance lease receivables. The leased assets will be derecognised and
finance lease asset receivables recognised. This change in accounting will change the timing of
recognition of the related revenue (recognised in finance income).

Amendments to IFRS 9 Prepayment Features with Negative Compensation

The amendments to IFRS 9 clarify that for the purpose of assessing whether a prepayment
feature meets the SPPI condition, the party exercising the option may pay or receive
reasonable compensation for the prepayment irrespective of the reason for prepayment. In
other words, prepayment features with negative compensation do not automatically fail SPPI.

The amendment applies to annual periods beginning on or after 1 January 2019, with
earlier application permitted. There are specific transition provisions depending on when the
amendments are first applied, relative to the initial application of IFRS 9.

The directors of the Company do not anticipate that the application of the amendments in the
future will have an impact on the Company’s financial statements.

Amendments to IAS 19 Employee Benefits Plan Amendment, Curtailment or Settlement

The amendments clarify that the past service cost (or of the gain or loss on 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 settlement) but ignoring the effect of the asset ceiling (that may arise when the
defined benefit plan is in a surplus position). IAS 19 is now 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 is recognised in the normal manner in other comprehensive
income.

The paragraphs that relate to measuring the current service cost and the net interest on the
net defined benefit liability (asset) have also been amended. An entity 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 clear that for the period post plan amendment, the
net interest is calculated 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)).
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The amendments are applied prospectively. They apply only to plan amendments,
curtailments or settlements that occur on or after the beginning of the annual period in
which the amendments to IAS 19 are first applied.

The amendments to IAS 19 must be applied to annual periods beginning on or after 1
January 2019, but they can be applied earlier if an entity elects to do so. The directors of
the Company do not anticipate that the application of the amendments in the future will
have an impact on the Company’s financial statements.

IFRIC 23 Uncertainty over Income Tax Treatments
The Annual Improvements include amendments to four Standards.

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

» determine whether uncertain tax positions are assessed separately or as a Company;
and

* assess whether it is probable that a tax authority will accept an uncertain tax
treatment used, or proposed to be used, by an entity in its income tax filings:

- If yes, the entity 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 entity should reflect the effect of uncertainty in determining its accounting tax
position. The Interpretation is effective for annual periods beginning on or after 1 January
2019. Entities can apply the Interpretation with either full retrospective application or
modified retrospective application without restatement of comparatives retrospectively or
prospectively.

The directors of the Company do not anticipate that the application of the amendments in
the future will have an impact on the Company’s financial statements.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The principal accounting policies adopted in the preparation of these financial statements

are set out below. These policies have been consistently applied to all years presented,
unless otherwise stated.

(a) Statement of compliance

The financial statements have been prepared in accordance with International
Financial Reporting Standards.

(b) Basis of preparation

The financial statements have been prepared on the historical cost basis except for
financial instruments that are measured at fair values at the end of each reporting period,
as explained in the accounting policies below.

Historical cost is generally 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 a liability in
an orderly transaction between market participants at the measurement date, regardless
of whether that price is directly observable or estimated using another valuation
technique. In estimating the fair value of an asset or a liability, the Company takes into
account the characteristics of the asset or liability if market participants would take those
characteristics into account when pricing the asset or liability at the measurement date.
Fair value for measurement and/or disclosure purposes in these financial statements

is determined on such a basis, except for share-based payment transactions that are
within the scope of IFRS 2, leasing transactions that are within the scope of IAS 17, and
measurements that have some similarities to fair value but are not fair value, such as net
realisable value in IAS 2 or value in use in IAS 36.

In addition, for financial reporting purposes, fair value measurements 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 significance of the inputs to the fair value measurement in its entirety,
which are described as follows:

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

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

* Level 3 inputs are unobservable inputs for the asset or liability.
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c) Revenue recognition

Company’s revenue arises from billing customers for monthly subscription, airtime usage,
connections, reconnection fees and sale of simcards, handsets and accessories and
interconnection revenue.

Revenue is measured at the fair value of the consideration received or receivable for the sale/
provision of goods and services in the ordinary course of the company’s activities. Revenue is
shown net of value-added tax (VAT), excise duties, discount and rebates.

Revenue is recognised upon transfer of control of promised products or services to the
customer at the consideration which the Company has received or expects to receive in
exchange of those products or services, net of any taxes / duties, discounts and process
waivers. In order to determine if it is acting as a principal or as an agent, the Company assesses
whether it is primarily responsible for fulfilling the performance obligation.

Service revenues include amounts invoiced for usage charges, fixed monthly subscription
charges and very small aperture terminal (‘"VSAT’)/internet usage charges, bandwidth services,
roaming charges, activation fees, processing fees and fees for value added services (‘VAS").
Service revenues also include revenues associated with access and interconnection for usage
of the telephone network of other operators for local, domestic long distance and international
calls and data messaging services.

Service revenues are recognised as the services are rendered and are stated net of discounts,
waivers and taxes. Revenues from pre-paid cards are recognised based on actual usage.
Subscription charges is being recognised over the estimated customer relationship period or
subscription pack validity period, whichever is lower. Activation revenue and related activation
costs, is recognized upfront.

Service revenues from the internet and VSAT business comprise revenues from registration,
installation and provision of internet and VSAT services. Registration fee and installation
charges is recognized upfront. Service revenue is recognised from the date of satisfactory
installation of equipment and software at the customer site and provisioning of internet and
VSAT services.

Monthly subscription fees are recognised on a cash cap method and Value Added Services are
recognised net of taxes and other statutory obligations.
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Revenues from national and international long distance operations comprise revenue from
voice services which are recognised on provision of services while revenue from bandwidth
services (including installation) is recognised over the period of arrangement.

Deferred revenue includes amount received in advance from customers which would be
recognised over the periods when the related services are expected to be rendered.

Equipment sales consist primarily of revenues from sale of telecommunication equipment and
related accessories to customers. Revenue from equipment sales transactions are recognised
when the significant risks and rewards of ownership are transferred to the buyer and when no
significant uncertainty exists regarding realisation of consideration.

(d) Segment Reporting

A business segment is a Company of assets and operations engaged in providing products
or services that are subject to risks and returns that are different from those of other business
segments. A geographical segment is engaged in providing products or services within a
particular economic environment that are subject to risks and returns that are different from
those of segments operating in other economic environments.

(e) Foreign currencies

The financial statements are presented in Zambian Kwacha, being the currency of the primary
economic environment in which the company operates (the functional currency). Transactions
in foreign currencies are converted into Zambia Kwacha using the exchange rates prevailing at

the dates of the transactions.

Monetary assets and liabilities denominated in foreign currencies at the reporting date are
retranslated at the foreign exchange rate ruling at that date. Exchange gains and losses
resulting from the settlement of foreign currency transactions and from the translation at

the closing date exchange rates of monetary assets and liabilities denominated in foreign
currencies are recognized in profit or loss. Non-monetary assets and liabilities denominated in
foreign currencies, which are stated at historical cost, are translated at the foreign exchange
rate ruling at the date of the transaction.

Foreign exchange gains and losses that relate to borrowings and cash and cash equivalents

are presented in the statement of profit or loss and other comprehensive income as net
exchange (losses) / gains.
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(f) Property, plant and equipment

All categories of property, plant and equipment are initially recorded at cost. All property,
plant and equipment is subsequently measured at historical cost less accumulated
depreciation and impairment loss. Historical cost includes expenditure that is directly
attributable to the acquisition of the items.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate
asset, as appropriate, only when it is probable that future economic benefits associated
with the item will flow to the company and the cost of the item can be measured reliably.
Such cost includes the cost of replacing part of the plant and equipment and borrowing
costs for long term construction projects if the recognition criteria are met. All other repairs
and maintenance are charged to profit or loss during the financial period in which they are
incurred.

Impairment losses on property, plant and equipment are recognized in profit or loss
during the period. Reversals of impairment losses are recognized in profit or loss during
the period. In addition, impairment losses on revalued assets are recognized in other
comprehensive income during the period.

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

The carrying amount of property, plant and equipment that is disposed off is derecognized
when the criteria for sale of goods in IAS 18 is met.

When significant parts of property and equipment are required to be replaced in intervals,
the Company recognizes such parts as separate components of assets with specific
useful lives and provides depreciation over their useful lives. The carrying amount of the
replaced part is derecognised. All other repair and maintenance costs are recognised in
profit or loss as incurred.

Assets are depreciated to the residual values on a straight-line basis over the estimated
useful lives.

The assets' residual values and useful lives are reviewed at each financial year end or
whenever there are indicators for impairment, and adjusted prospectively. Land is not
depreciated:

Leasehold buildings 20
Network equipment 3-20
Computer equipment 3
Office furniture and equipment 2-5
Customer premises equipment 5-6

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

(9 Leases

Leases in which a significant portion of the risks and rewards of ownership are retained by
the lessor are classified as operating leases. Payments made under operating leases are
charged to profit or loss on a straight-line basis over the period of the lease. For lessors
lease income from operating leases is recognised in income on a straight line basis over
the lease term, unless another systematic basis is more representative of the time pattern
in which use benefit derived from the leased asset is diminished.

Leases of property, plant and equipment where the Company has substantially retained
all risks and rewards of ownership are classified as finance leases. Finance leases are
capitalised by the lessee at the lease’s commencement at the lower of fair value of the
leased property and present value of minimum lease payments. The Lessor recognises
assets held under a finance lease in their statements of financial position and present
them as a receivable at an amount equal to the net investment in the lease.

For a finance lease interest and depreciation is charged as an expense in the periods in
which they are incurred.

(h) Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is determined
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by the weighted average cost method, and includes all expenditure incurred in bringing the
inventories to their present value and condition, but excludes borrowing costs. Net realisable
value is the estimated selling price in the ordinary course of business, less the estimated selling
expenses.

The amount of any write down of inventories to net realisable value and all losses of inventories
is recognised as an expense in the period the write down or loss occurs.

0] Receivables

Receivables are recognised initially at fair value and subsequently measured at amortised

cost using the effective interest method. A provision for impairment of receivables is
established when there is objective evidence that the company will not be able to collect all
the amounts due according to the original terms of receivables. The amount of the provision
is the difference between the carrying amount and the present value of expected cash flows,
discounted at the effective financial asset’s original effective interest rate. The impairment loss
is recognised in profit or loss.

@) Cash and cash equivalents

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

Bank overdrafts that are repayable on demand and form an integral part of the Company’s
cash management are included as™ a component of cash and cash equivalents for the purpose
of the statement of cash flows.

(3] Statement of cash flows

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

0] 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;
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When calculating the effective interest rate, the entity 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 profit or loss over the period of the borrowings 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.
(m) Financial instruments

Financial assets and financial liabilities are recognised in the Company’s statement of financial
position when the Company becomes a party to the contractual provisions of the instrument.

Financial assets and financial liabilities are initially measured at fair value. Transaction costs
that are directly attributable to the acquisition or issue of financial assets and financial liabilities
(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 recognition. Transaction costs directly attributable to the acquisition of financial assets
or financial liabilities at fair value through profit or loss are recognised immediately in profit or
loss.

Financial assets

"All regular way purchases or 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 regulation or convention in the
marketplace.

All recognised financial assets are measured subsequently in their entirety at either amortised
cost or fair value, depending on the classification of the financial assets.

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

* thefinancial asset is held within a business model whose objective is to hold financial
assets in order to collect contractual cash flows; and
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* 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.

Debt instruments that meet the following conditions are measured subsequently at fair
value through other comprehensive income (FVTOCI):

* thefinancial asset is held within a business model whose objective is achieved by
both collecting contractual cash flows and selling the financial assets; and

* 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.

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

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

* the Company may irrevocably elect to present subsequent changes in fair value of
an equity investment in other comprehensive income if certain criteria are met; and

»  the Company may irrevocably designate a debt investment that meets the
amortised cost or FVTOCI criteria as measured at FVTPL if doing so eliminates or
significantly reduces an accounting mismatch.

0) 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 over the relevant period.

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

the rate that exactly discounts estimated future cash receipts (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) excluding expected credit losses, through the
expected life of the debt instrument, or, where appropriate, a shorter period, to the gross
carrying amount of the debt instrument on initial 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 the
amortised cost of the debt instrument on initial recognition.

The amortised cost of a financial asset is the amount at which the financial asset is
measured at initial recognition 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 gross carrying
amount of a financial asset is the amortised cost of a financial asset before adjusting for
any loss allowance.

Interest income is recognised using the effective interest method for debt instruments
measured subsequently at amortised cost and at FVTOCI. For financial assets other than
purchased or originated credit-impaired financial assets, interest income is calculated

by applying the effective interest rate to the gross carrying amount of a financial asset,
except for financial assets that have subsequently become credit-impaired (see below).
For financial assets that have subsequently become credit-impaired, interest income is
recognised by applying the effective interest rate to the amortised cost of the financial
asset. If, in subsequent reporting periods, the credit risk on the credit-impaired financial
instrument improves so that the financial asset is no longer credit-impaired, interest
income is recognised by applying the effective interest rate to the gross carrying amount
of the financial asset.

For purchased or originated credit-impaired financial assets, the Company recognises
interest income by applying the credit-adjusted effective interest rate to the amortised cost
of the financial asset from initial recognition.

The calculation does not revert to the gross basis even if the credit risk of the financial
asset subsequently improves so that the financial asset is no longer credit-impaired.
Interest income is recognised in profit or loss.

Foreign exchange gains and losses

The carrying amount of financial assets that are denominated in a foreign currency is
determined in that foreign currency and translated at the spot rate at the end of each
reporting period. Specifically;

«  for financial assets measured at amortised cost that are not part of a designated
hedging relationship, exchange differences are recognised in profit or loss:
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« for debt instruments measured at FVTOCI that are not part of a designated hedging
relationship, exchange differences on the amortised cost of the debt instrument
are recognised in profit or loss. Other exchange differences are recognised in other
comprehensive income in the investments revaluation reserve;

» forfinancial assets measured at FVTPL that are not part of a designated hedging
relationship, exchange differences are recognised in profit or loss; and

«  for equity instruments measured at FVTOCI, exchange differences are recognised in
other comprehensive income in the investments revaluation reserve.

Impairment of financial assets

The Company recognises a loss allowance for expected credit losses 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 reflect changes in credit risk since
initial recognition of the respective financial instrument.

The Company always recognises lifetime ECL for trade receivables, contract assets and

lease receivables. The expected credit losses on these financial assets are estimated using a
provision matrix based on the Company’s historical credit loss experience, adjusted for factors
that are specific to the debtors, general economic conditions and an assessment of both the
current as well as the forecast direction of conditions at the reporting date, including time value
of money where appropriate.

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

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

0) Significant increase in credit risk

In assessing whether the credit risk on a financial instrument has increased significantly since
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initial recognition, the Company compares the risk of a default occurring on the financial
instrument at the reporting date with the risk of a default occurring on the financial instrument
at the date of initial recognition. In making this assessment, the Company considers both
quantitative and qualitative information that is reasonable and supportable, including historical
experience and forward-looking information that is available without undue cost or effort.
Forward-looking information considered includes the future prospects of the industries in
which the Company’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 forecast economic information that
relate to the Company’s core operations.

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

* anactual or expected significant deterioration in the financial instrument’s external
(if available) or internal credit rating;

»  significant deterioration in external market indicators of credit risk for a particular
financial instrument, e.g. a significant increase in the credit spread, the credit default
swap prices for the debtor, or the length of time or the extent to which the fair value of a
financial asset has been less than its amortised cost;

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

* anactual or expected significant deterioration in the operating results of the debtor;

» significant increases in credit risk on other financial instruments of the same debtor;

* anactual or expected significant adverse change in the regulatory, economic, or
technological environment of the debtor that results in a significant decrease in the
debtor’s ability to meet its debt obligation

Irrespective of the outcome of the above assessment, the Company presumes that the credit
risk on a financial asset has increased significantly since initial recognition when contractual

payments are more than 30 days past due, unless the Company has reasonable and
supportable information that demonstrates otherwise.
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Despite the foregoing, the Company assumes that the credit risk on a financial instrument
has not increased significantly since initial recognition if the financial instrument is
determined to have low credit risk at the reporting date. A financial instrument is
determined to have low credit risk if:

1. The financial instrument has a low risk of default,

2. The debtor has a strong capacity to meet its contractual cash flow obligations in the
near term, and

3. Adverse changes in economic and business conditions in the longer term may, but
will not necessarily, reduce the ability of the borrower to fulfil its contractual cash flow
obligations.

(i) Definition of default

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

* whenthereis a breach of financial covenants by the debtor; or

» information developed internally or obtained from external sources indicates that the
debtor is unlikely to pay its creditors, including the Company, in full (without taking
into account any collateral held by the Company

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

(iii) Credit-impaired financial assets

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

events:

(a) significant financial difficulty of the issuer or the borrower;

(b) abreach of contract, such as a default or past due event;

(c) the lender(s) of the borrower, for economic or contractual reasons relating to the
borrower’s financial difficulty, having granted to the borrower a concession(s) that
the lender(s) would not otherwise consider;

(d) itis becoming probable that the borrower will enter bankruptcy or other financial
reorganisation; 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 financial asset when there is information indicating that the
debtor is in severe financial difficulty and there is no realistic prospect of recovery, e.q.
when the debtor has been placed under liquidation 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 into account legal advice where appropriate. Any recoveries made are recognised in
profit or loss.

V) Measurement and recognition of expected credit losses

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

As for the exposure at default, for 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 future financing needs of the
debtors, and other relevant forward-looking information.

For financial assets, the expected credit loss is estimated as the difference between all
contractual cash flows that are due to the Company in accordance with the contract and
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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 loss for all financial
instruments with a corresponding adjustment to their carrying amount through a loss
allowance account.

Derecognition of financial assets

The Company derecognises a financial asset only when the contractual rights to the cash
flows from the asset expire, 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 all the risks and rewards of ownership and continues to control the
transferred asset, the Company recognises its retained interest in the asset and an associated
liability for amounts it may have to pay. If the Company retains substantially all the risks and
rewards of ownership of a transferred financial asset, the Company continues to recognise the
financial asset and also recognises a collateralised borrowing for the proceeds received.

On derecognition of a financial asset measured at amortised cost, the difference between
the asset’s carrying amount and the sum of the consideration received and receivable

is recognised in profit or loss. In addition, on 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 contrast, on derecognition
of an investment in equity instrument which the Company has elected on initial recognition
to measure at FVTOCI, the cumulative gain or loss previously accumulated in the investments
revaluation reserve is not reclassified to profit or loss, but is transferred to retained earnings.

Financial liabilities and equity

Classification as debt or 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
financial liability 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 all of its liabilities. Equity instruments issued by the Company are recognised at
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the proceeds received, net of direct issue costs.

Repurchase of the Company’s own equity instruments is recognised and deducted directly in
equity. No gain or loss is recognised 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 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 an integral part of the effective interest rate, transaction costs and
other premiums or discounts) through the expected life of the financial liability, or (where
appropriate) a shorter period, to the amortised cost of a financial liability.

Foreign exchange gains and losses

For financial liabilities that are denominated in a foreign currency and are measured at
amortised cost at the end of each reporting period, the foreign exchange gains and losses are
determined based on the amortised cost of the instruments. These foreign exchange gains
and losses are recognised in the ‘other gains and losses’ line item in profit or loss.

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

Derecognition of financial liabilities

The Company derecognises 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 liability derecognised and the consideration paid and payable is recognised in profit or
loss.

Derivative financial instruments

The Company enters into derivative financial instruments to manage its exposure to foreign
exchange rate risks, including foreign exchange forward contracts.
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Derivatives are recognised initially at fair value at the date a derivative contract is entered
into and are subsequently remeasured to their fair value at each reporting date. The
resulting gain or loss is recognised in profit or loss.

A derivative with a positive fair value is recognised as a financial asset whereas a
derivative with a negative fair value is recognised as a financial liability. Derivatives are not
offset in the financial statements unless the Company has both legal right and intention to
offset.

Hedge accounting

The Company designates certain derivatives as hedging instruments in respect of foreign
currency risk and interest rate risk in fair value hedges, cash flow hedges, or hedges of net
investments in foreign operations. Hedges of foreign exchange risk on firm commitments

are accounted for as cash flow hedges.

At the inception of the hedge relationship, the Company documents the relationship
between the hedging instrument and the hedged item, along with its risk management
objectives and its strategy for undertaking various hedge transactions. Furthermore, at
the inception of the hedge and on an ongoing basis, the Company documents whether
the hedging instrument is effective in offsetting changes in fair values or cash flows of the
hedged item attributable to the hedged risk.

Fair value hedges

The fair value change on qualifying hedging instruments is recognised in profit or loss
except when the hedging instrument hedges an equity instrument designated at FVTOCI
in which case it is recognised in other comprehensive income.

The carrying amount of a hedged item not already measured at fair value is adjusted for
the fair value change attributable to the hedged risk with a corresponding entry in profit or
loss. For debt instruments measured at FVTOCI, the carrying amount is not adjusted as it
is already at fair value, but the hedging gain or loss is recognised in profit or loss instead of
other comprehensive income. When the hedged item is an equity instrument designated
at FVTOCI, the hedging gain or loss remains in other comprehensive income to match that
of the hedging instrument.

Where hedging gains or losses are recognised in profit or loss, they are recognised in the
same line as the hedged item.

The Company discontinues hedge accounting only when the hedging relationship (or

a part thereof) ceases to meet the qualifying criteria (after rebalancing, if applicable).

This includes instances when the hedging instrument expires or is sold, terminated or
exercised. The discontinuation is accounted for prospectively. The fair value adjustment to
the carrying amount of the hedged item arising from the hedged risk is amortised to profit
or loss from that date.

Cash flow hedges

The effective portion of changes in the fair value of derivatives and other qualifying
hedging instruments that are designated and qualify as cash flow hedges is recognised in
other comprehensive income and accumulated under the heading of cash flow hedging
reserve, limited to the cumulative change in fair value of the hedged item from inception of
the hedge. The gain or loss relating to the ineffective portion is recognised immediately in
profit or loss, and is included in the ‘other gains and losses’ line item.

Amounts previously recognised in other comprehensive income and accumulated in
equity are reclassified to profit or loss in the periods when the hedged item affects profit
orloss, in the same line as the recognised hedged item. However, when the hedged
forecast transaction results in the recognition of a non-financial asset or a non-financial
liability, the gains and losses previously recognised in other comprehensive income and
accumulated in equity are removed from equity and included in the initial measurement
of the cost of the non-financial asset or non-financial liability. This transfer does not affect
other comprehensive income. Furthermore, if the Company expects that some or all of the
loss accumulated in the cash flow hedging reserve will not be recovered in the future, that
amount is immediately reclassified to profit or loss.

The Company discontinues hedge accounting only when the hedging relationship (or

a part thereof) ceases to meet the qualifying criteria (after rebalancing, if applicable).

This includes instances when the hedging instrument expires or is sold, terminated or
exercised. The discontinuation is accounted for prospectively. Any gain or loss recognised
in other comprehensive income and accumulated in cash flow hedge reserve at that time
remains in equity and is reclassified to profit or loss when the forecast transaction occurs.
When a forecast transaction is no longer expected to occur, the gain or loss accumulated
in cash flow hedge reserve is reclassified immediately to profit or loss.

(n) Share capital and Share premium

Issued ordinary shares are classified as 'share capital' in equity when the Company has an
un-conditional right to avoid delivery of cash or another financial asset, that is, when the
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dividend and repayment of capital are at the sole and absolute discretion of the Company and

there is No contractual obligation whatsoever to that effect. Any premium received over and
above the par value of the shares is classified as ‘share premium’ in equity.

(o) Payables

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

(9] Employee benefits
1. Retirement benefit obligations

The company operates a defined contribution scheme for all its employees.

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

2. The contributions to the defined contribution schemes are recognised in profit or loss in
the year in which they fall.

Other entitlements

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

(@ Income tax

Income tax expense comprises current and deferred tax. Current tax and deferred tax are
recognised in profit or loss except to the extent that it relates to items recognised directly in
equity or other comprehensive income, in which case it is recognised directly in equity or other
comprehensive income.

Current tax is the expected tax payable or receivable on the taxable income or loss for the year,

using tax rates enacted or substantively enacted at the reporting date, and any adjustment to
tax payable in respect of previous years.
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Deferred tax is recognised in respect of temporary differences between the carrying amounts
of assets and liabilities for financial reporting purposes and the amounts used for taxation
purposes. Deferred tax liabilities are recognised for all taxable temporary differences, except:
When the deferred tax liability arises from the initial recognition of goodwill or an asset or
liability in a transaction that is not a business combination and, at the time of the transaction,
affects neither the accounting profit nor taxable profit or loss; In respect of taxable temporary
differences associated with investments in subsidiaries, associates and interests in joint
ventures, when the timing of the reversal of the temporary differences can be controlled and it
is probable that the temporary differences will not reverse in the foreseeable future. Deferred
tax is measured at the tax rates that are expected to be applied to the temporary differences
when they reverse, based on the laws that have been enacted or substantively enacted by the
reporting date. Deferred tax assets and liabilities are offset if there is a legally enforceable right
to offset current tax liabilities and assets and they relate to income taxes levied by the same
tax authority on the same taxable entity.

A deferred tax asset is recognised for unused tax losses, tax credits and deductible temporary
differences to the extent that it is probable that future taxable profits will be available against
which they can be utilised, except:

when the deferred tax asset relating to the deductible temporary difference arises from the
initial recognition of an asset or liability in a transaction that is not a business combination and,
at the time of the transaction, affects neither the accounting profit nor taxable profit or loss

In respect of deductible temporary differences associated with investments in subsidiaries,
associates and interests in joint ventures, deferred tax assets are recognised only to the extent
that it is probable that the temporary differences will reverse in the foreseeable future and
taxable profit will be available against which the temporary differences can be utilised

Deferred tax assets are reviewed at each reporting date and are reduced to the extent that it is
no longer probable that the related tax benefit will be realised.

) Intangible assets

The Company’s intangible asset comprise of licenses and indefeasible right of use (IRU) .
Licenses & IRU are recognised as an asset when it is probable that future economic benefits
from the asset will flow to the entity and the cost of the license can be reliably measured.
Licenses are initially measured at cost and subsequently amortised on a straight-line basis

over their useful lives. Intangible assets are measured at cost less accumulated amortisation
and impairment losses. Amortisation periods are reviewed annually and adjusted prospectively
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as required. Gains or losses arising from derecognition of licenses are measured as the
difference between the net disposal proceeds and the carrying amount of the asset and
are recognised in profit or loss when the asset is derecognised. Licenses are amortised
over a period of 15 years.

Indefeasible intangible assets are recognised when the company controls the assets, it is
probable that future economic benefits from the asset will flow to the entity and the cost
of the asset can be reliably measured.

At initial recognition, 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 as the difference between the net disposal
proceeds and the carrying amount of the asset and are recognised in profit or loss when
the asset is derecognised. Indefeasible right of use (IRU) are amortised over a period of 10
to 15 years.

(s) Impairment of non-financial assets
Property, plant and equipment (PPE) and Intangible assets

PPE and intangible assets with definite lives are reviewed for impairment, whenever events
or changes in circumstances indicate that their carrying values may not be recoverable.
For the purpose of impairment testing, the recoverable amount (that is, higher of the fair
value less costs to sell and the value-in-use) is determined on an individual asset basis,
unless the asset does not generate cash flows that are largely independent of those from
other assets, in which case the recoverable amount is determined at the cash-generating-
unit (CGU’) level to which the said asset belongs. If such individual assets or CGU are
considered to be impaired, the impairment to be recognised in the statement of profit and
loss is measured by the amount by which the carrying value of the asset / CGU exceeds
their estimated recoverable amount and allocated on pro rata basis. Impairment losses, if
any, are recognised in statement of profit and loss.

Reversal of impairment losses

Impairment losses are reversed and the carrying value is increased to its revised
recoverable amount provided that this amount does not exceed the carrying value that
would have been determined had no impairment loss been recognised for the said asset
in previous years.

(t) Dividends

Dividends payable to the company’s shareholders are charged to equity in the period in
which they are declared.

() Provisions

Provisions are recognised when the Company has a present obligation (legal or
constructive) as a result of a past event, it is probable that the Company will be required to
settle the obligation, and a reliable estimate can be made of the amount of the obligation

The amount recognised as a provision is the best estimate of the consideration required
to settle the present obligation at the end of the reporting period, taking into account

the risks and uncertainties surrounding the obligation. When a provision is measured
using the cash flows estimated to settle the present obligation, its carrying amount is the
present value of those cash flows (when the effect of the time value of money is material).

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

W) Contingencies

A disclosure for a contingent liability is made when there is a possible obligation or a
present obligation that may, but probably will not, require an outflow of resources. When
there is a possible obligation or a present obligation in respect of which the likelihood of
outflow of resources is remote, no provision or disclosure is made. Contingent assets are
not recognised and disclosed only where an inflow of economic benefits is probable.

(w) Comparatives

Where necessary, comparative figures have been adjusted to conform with changes in
presentation in the current year.

(x) Earning per share (EPS)
The Company presents the Basic and Diluted EPS data. Basic EPS is computed by dividing

the profit for the period attributable to the shareholders of the Company by the weighted
average number of shares outstanding during the period. Diluted EPS is computed by
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adjusting, the profit for the year attributable to the shareholders and the weighted average
number of shares considered for deriving Basic EPS, for the effects of all the shares that could
have been issued upon conversion of all dilutive potential shares. The dilutive potential shares
are adjusted for the proceeds receivable had the shares been actually issued at fair value.
Further, the dilutive potential shares are deemed converted as at beginning of the period,
unless issued at a later date during the period.

4. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

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

0) Critical 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 addressed below.
Receivables
Critical estimates are made by the directors in determining the recoverable amount of impaired
receivables. Factors taken into consideration in making such judgments include historical
trends and the number of days a debt is past its due date for payment. The carrying amount of
impaired receivables is set out in Note 19.
Taxes
1. Current income tax
Current income tax is measured at the amount expected to be paid to the tax authorities
in accordance with the Income Tax Act. The tax rates and tax laws used to compute the
amount are those that are enacted or substantively enacted, by the reporting date.
2. Deferred tax
Deferred income taxes reflects the impact of current year timing differences between

taxable income and accounting income for the year and reversal of timing differences of
earlier years. Deferred tax is measured based on the tax rates and the tax laws enacted or
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substantively enacted at the reporting date.
Determination of residual values and useful lives

Judgment and estimations are used when determining the residual values and useful lives of
property, plant and equipment on annual basis.

(i) Critical judgments in applying the entity’s accounting policies

In the process of applying the company’s accounting policies, management has made
judgments in determining:

*  the classification of financial assets and leases.
*  revenue recognition allocation to different components.
* determining whether assets are impaired, or not.

(@ Multiple element contracts with vendors

The Company has entered into multiple element contracts for supply of goods and rendering
of services. In certain cases, the consideration paid is determined independent of the value of
supplies received and services availed. Accordingly, the supplies and services are accounted
for based on their relative fair values to the overall consideration. The supplies with finite life
under the contracts have been accounted under Property, Plant and Equipment and / or as
Intangible assets, since the Company has economic ownership in these assets and represents
the substance of the arrangement.

(b) Arrangement containing lease

The Company assesses the contracts entered with telecom operators / passive infrastructure
services providers to share tower infrastructure services so as to determine whether these
contracts that do not take the legal form of a lease convey a right to use an asset or not.

The Company has determined, based on an evaluation of the terms and conditions of the
arrangements that such contracts are in the nature of leases. Most of these leases are
classified as operating unless the term of the agreement is for the major part of the estimated
economic life of the leased asset, which is accounted for as finance lease.
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5. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Company’s activities expose it to a variety of financial risks: Market risk (including
Foreign exchange risk, fair value interest rate risk, cash flow interest rate risk and price
risk), credit risk and liquidity risk. The company’s overall risk management programme
focuses on the unpredictability of financial markets and seeks to minimise potential
adverse effects on its financial performance.

Financial risk management is carried out by the finance department under policies
approved by the Board of Directors.

Market risk
(i) Foreign exchange risk

The company is exposed to foreign exchange risk arising from various currency exposures,
primarily with respect to the US dollar. Foreign exchange risk arises from future
commercial transactions, and recognised assets and liabilities.

Currency exposure arising from liabilities denominated in foreign currencies is managed
primarily through the holding of bank balances in the relevant foreign currencies and
hedging through foreign currency forward contract. Policy is consistent with previous
period.

The sensitivity analysis has been prepared on the basis that the trade receivables,
payables and borrowings and the proportion of financial instruments in foreign currencies
are all constant.

The assumption in calculation of the sensitivity analysis is that: the sensitivity of the
relevant statement of profit or loss is the effect of the assumed changes in the respective
market risk, the sensitivity of equity is calculated by considering the effects of the assumed
changes of the underlying risks.

At 31 December 2018, if the Kwacha had weakened/strengthened by 5% against the US
dollar with all other variables held constant, post tax profit for the period would have been
K35.246 million (2017: K10.830 million) lower/higher, mainly as a result of US dollar
denominated trade receivables, payables and borrowings. There would be no impact on
equity.

Exposure to currency risk

The company’s exposure to foreign currency risk was as follows:

2018 2017
Particulars K'000 K'000
Cash & cash equivalents (net) (note 21) 291 (25,200)
Trade and other receivables (note 19) 93,834 58,986
Trade and other payables (note 22) (83,445) (40,405)
Short term borrowings (note 24) (715,608) (209,979)
Total (704,929) (216,598)
The following US Dollar exchange rates applied during the period:

2018 2017
Particulars K K
Average Rate 10.464 9.533
Closing Rate 11.927 9.999

(i) Price risk

The company does not hold any financial instruments subject to price risk.
(iii) Cash flow and fair value interest rate risk

The company'’s interest bearing financial liabilities were the overdraft of K32.449 million
(2017: K21.657 million) and the borrowing of K715.608 million at year end (2017:
K209.979 million) which was at fixed rates for an agreed period (subject to the significant
change in market condition) and on which it was therefore not exposed to cash flow
interest rate risk. The company regularly monitors financing options available to ensure
optimum interest rates are obtained. At 31 December 2018, if effective interest rates on
borrowings had been 2% higher/lower with all other variables held constant, pre tax profit
would have been K14.961 million (2017: K 4.633 million ) lower/higher.
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Credit risk

Credit risk is the risk that a customer or counterparty to a financial instrument will fail to
perform or fail to pay amounts due causing financial loss to the company and arises from
cash equivalents and deposits with financial institutions and principally from credit exposures
to customers relating to outstanding receivables. For banks and financial institutions, only
reputable institutions are used.

The company is not significantly exposed to credit risk on the retail side since the majority
of its customers are on the prepaid plan and majority of the distributors /dealers are primarily
on cash basis, or their credit is covered by a bank guarantee.

The interconnection between the company and other telecommunications operators
(both local and foreign) is on credit basis and the number of credit days is governed by
the agreement between the parties. The utilisation of credit limits is regularly monitored.

The amount that best represents the company’s maximum exposure to credit risk at 31
December 2018 is made up as follows:

Particulars

Cash and cash equivalents 21 32,258 2,591
Trade receivables (net) 19 62,818 66,064
Total 95,076 68,655
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Impairment losses

The aging of trade receivables at the reporting date was:

Particulars

Gross amount Impaired | Gross amount Impaired
30 days 45,502 - 44,716
60 days 15,720 - 21,544
90 days and above 111,664 110,068 107,118 107,314
Total 172,886 110,068 173,378 107,314

Collateral is held for some of the above assets namely distributors with bank guarantees

of K9.65 million, K1.114 million post-paid deposits and K4.461 million channel partner
deposits as at 31 December 2018 (2017: K14.85 million bank guarantees and K1.044
million post-paid deposits and KO.764 million channel partner deposits respectively). Trade
receivables that are neither past due nor impaired are within their approved credit limits, and
no receivables have had their terms renegotiated.

None of the above assets are either past due or impaired except for the following interconnect,
one network, roaming and distributor amounts in trade receivables (which are due within 30
days of the end of the month in which they are invoiced):

2018 2017
Particulars K'000 K'000
Past due but not impaired:
by up to 30 days 9,431 13,166
by 31 to 90 days 6,290 8,378
by 91 days and over 1,488 3,404
Total past due but not impaired 17,209 24,947
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Liquidity risk 6. CAPITAL MANAGEMENT

Prudent liquidity risk management includes maintaining sufficient cash balances, and the The company’s objectives when managing capital are to safeguard the company’s
availability of funding from an adequate amount of committed credit facilities. Due to the ability to continue as a going concern in order to provide returns for shareholders and to
dynamic nature of the underlying business, the finance department maintain flexibility in maintain an optimal capital structure to reduce the cost of capital. In order to maintain
funding by maintaining availability under committed credit lines. or adjust the capital structure, the company may limit the amount of dividends paid to

shareholders, issue new shares, or sell assets to reduce debt.
The table below summarises the maturity profile of the company's financial liabilities
based on contractual undiscounted payments. The company monitors capital on the basis of the gearing ratio. This ratio is calculated as
net debt divided by total capital. Net debt is calculated as total borrowings less cash and

cash equivalents. Total capital is calculated as equity plus net debt.
Less than Between1l Between2

lyear and2years and 5years

The gearing ratios at 31 December 2018 and 31 December 2017 were as follows:

Particulars K'000 K'000 K'000

K’000 K’000 K’000 K’000
2:):; December Particulars Kz,g(l)g Egég
Trade and ofher 9 522,097 i i A ;'(r)]taarl]cb;:rerg\;velr;gs (including bank overdraft and 1,591,133 1,003,725
payables
- Contract liability 23 101,608 ) ) _ Less: cash and cash equivalents (32,258) (2,591)
- Related company 29(v) 65,372 - - -
payables Net Debt 1,558,875 1,001,134
- Bank overdrafts 21 32,449 - - -
- Borrowings 24 715,608 Total equity (11,782) 464,159
At 31 December
2016 Total capital 1,547,093 1,465,293
- Trade and other 22 531,108
payables
- Contract liability 23 101,646 - . Gearing ratio 101% 68%
- Related company 29(v) 17,417
payables
- Bank overdrafts 21 21,657 - -
- Borrowings 24 209,979
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7. REVENUE
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The Entity derives its revenue from contracts with customers for the transfer of goods and
services over time and at a point in time in the following major product lines.

o~

9. NET EXCHANGE (LOSSES)/GAIN

Net exchange (loss)/gain arose on:

2018 2017 2018 2017
Particulars K'000 K'000 Particulars K'000 K'000
Analysis of revenue by category: Borrowings and cash and cash equivalents (122,969) (37,002)
Airtime revenue 1,248,550 1,350,943 Other balances 18,639 1,498
Finance leases (136,738) (1,894)

Data revenue 530,358 521,888
Interconnect revenue 211,131 192,580 Total (241,068) (37.398)

Short Messaging Services 49,006 63,496 10. FINANCE COSTS

Roaming revenue 31,153 30,252
Handsets and accessories 12,559 15,856 2018 2017
Value added services content 16,636 11,523 Particulars K'000 K'000
. Finance lease charges 81,591 81,526

Connection revenue 11,667 9,125
Interest expense on borrowings 27,226 6,890

Total 2,111,060 2,195,663
Total 108,817 88,416

Management expects that amounts relating to unsatisfied contracts as of the year ended 31
December 2018 on Bundled Handsets will be recognised as revenue during the next reporting

period.

8. OTHER OPERATING & FINANCE INCOME

2018 2017
Particulars K'000 K'000
Finance/Interest Income 793 3,740
Other operating income 2,627 1,754
Total 3,420 5,494
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11. PROFIT BEFORE TAX

Profit before tax is stated after crediting:

The tax on the company’s profit before income tax differs from the theoretical amount

that would arise using the statutory income tax rate as follows:

2018 2017
2018 2017 Particulars K'000 K'000
Particulars K'000 MU | Profit before income tax 230,480 454,537
Interest income (note 8) 793 3,740
Tax calculated at the statutory income tax rate of 40% 92,192 181,815
and after charging: Tax effect of:
Depreciation on property and equipment (Note 16) 345,780 400,533 Origination and reversal of timing differences (16,035) (150,956)
note 15 ’ ’
Employee benefits expense 117,898 128,550 ( )
Expenses not deductible for tax purposes (net) 89,464 59,700
Operating lease rentals 31,098 32,038
Amortisation of intangible assets (Note 17) 10,054 5,981 Income tax expense 165,621 90,559
Receivables — provision for impairment losses 2,754 (323) Income tax payable
(note 19)
Auditors’ remuneration 2,072 2,344]  Current income tax movement in the statement of financial position:
2018 2017
12. INCOME TAX Particulars K'000 K'000
2018 2017 At January 113,364 121,274
Particulars K'000 K'000
e — Current income tax charge 181,110 230,033
Current income tax 181,110 230,033 Prior year additional tax charge 546 11,482
Prior year additional tax charge 546 11,482 Payments during the year (196,683) (249,425)
Prior year excess deferred tax liability reversal (note 15) (6,296) (138,178)
Deferred income tax (Note 15) (9,739) (12,778) At end of the year 98,337 113,364
Income tax expense 165,621 90,559

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply
in the year when the asset is realised or the liability is settled, based on the tax rates (and

tax laws) that have been enacted or substantively enacted at the reporting date.

Income tax provisional returns have been filed with the Zambia Revenue Authority (ZRA)

for the year ended 31 December 2018. Quarterly payments for the year ended

31 December 2018 were made on the due dates during the period.
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13. EARNINGS PER SHARE

Basic earnings per share is calculated by dividing the profit attributable to equity holders of the
Company by the weighted average number of ordinary shares in issue during the period. There
were no potentially dilutive shares outstanding at 31 December 2018 and 31 December 2017.

_-f\--_‘—d’

Deferred income tax (assets) liabilities, deferred income tax charge/(credit) in profit or loss,

At 1 January

and deferred income tax charge/(credit) in equity are attributable to the following items:

Charged/(credited)

to profit/loss At 31 December

Diluted earnings per share is therefore the same as basic earnings per share. Particulars K'000 K'000 K'000
K’000 K’000 K’000
2018 2017 2018
Particulars K'000 K'000 Deferred income tax liabilities
Profit attributable to the equity holders of 64.859 363978 Property and equipment 169,044 251,148 420,192
the company ? ’ Unrealised Exchange gains (481) 1,855 1,374
Weighted average number of ordinary shares (Nos '000) 104,000 104,000 Deferred income tax assets
Basic/diluted earnings per share (Kwacha) 0.62 3.50 Other temporary deductible differences (123,231) (194,713) (317,944)
Other provisions (56,339) 5,164 (51,175)
14. SHARE CAPITAL Unrealised exchange losses (5,574) (79,489) (85,063)
Number z\let d:)ferred income tax liability/ (16,581) (16,035) (32,616)
of shares Ordinary Share asse
(million) Shares Premium
Particulars K'000 K'000 K'000 2017
At 31 December 2018 104 1,040 24,962 Deferred income tax liabilities
Property and equipment 165,000 4,044 169,044
At 31 December 2017 104 1,040 24,962 Unrealised Exchange gains 132,123 (138,178) (6,055)
The total authorised number of ordinary shares is 104 million with lue of KO.O1 Deferred income tax assets
sh:reOAall iasiu;c;'if]arggr;ee;ucl’l orai'gary shares is 104 mifion with a par value of KL.OL per Other temporary deductible differences (108,657) (14,574) (123231)
' Y paid. Other provisions (54,091) (2,248) (56,339)
15. DEFERRED TAX ?aests:fsﬂ;"ed L= BRI 7/ 134,375 (150,956) (16,581)

Deferred tax liability is calculated using the enacted income tax rate of 40% (2017: 40%). The
movement on the deferred tax account is as follows: @i InYear 2018 Company has computed the deferred tax basis balance sheet approach,
which has resulted into the excess liability reversal of K6.296 million (2017 : 138.178 million)

2018 2017
Particulars K'000 K'000
1 January (16,581) 134,375
Prior Year excess liability reversal (i) (6,296) (138,178)
Charge to profit or loss (9,739) (12,778)
At 31 December (32,616) (16,581)
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16. PROPERTY, PLANT AND EQUIPMENT

Fixture,fittings Capital
Equipment under Telecom office & other work in
Leasehold buildings financelease at cost equipment (ii) IT equipment progress (i)
Particulars K'000 K'000 K'000 K'000 K'000
Historical Cost:
At 1 January 2017 133,154 820,952 2,460,682 514,166 42,367 3,971,321
Additions - - - - 207,560 207,560
Transfers - 124,321 6,777 (131,098) -
Asset Retirement - (8,556) (3,605) - - (12,161)
At 31 December 2017 133,154 812,396 2,581,398 520,943 118,829 4,166,720
At 1 January 2018 133,154 812,396 2,581,398 520,943 118,829 4,166,720
Additions - - - - 535,008 535,008
Transfers (72) 13,087 413,070 42,603 (468,688) -
Asset Retirement - (10,623) - - (10,623)
At 31 December 2018 133,082 814,860 2,994,468 563,546 185,149 4,691,105
Depreciation
At 1 January 2017 33,594 108,379 1,465,240 444,220 7,654 2,059,087
Charge for the year 7,244 82,208 262,686 47,291 1,103 400,533
Asset Retirement - (1,762) (3,605) - - (5,367)
At 31 December 2017 40,838 188,825 1,724,321 491,511 8,757 2,454,252
At 1 January 2018 40,838 188,825 1,724,321 491,511 8,757 2,454,252
Charge for the year (ii) 6,472 81,223 230,181 28,608 (704) 345,780
Asset Retirement - (2,869) - - - (2,869)
At 31 December 2018 47,310 267,179 1,954,502 520,119 8,053 2,797,163
Carrying amount:
At 31 Decemeber 2018 85,772 547,681 1,039,966 43,427 177,096 1,893,942
At 31 Decemeber 2017 92,316 623,571 857,077 29,432 110,072 1,712,468
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A schedule listing of the properties as required by section 279 and the second schedule of the
Companies Act, 2017 is available for inspection by the members or their
authorised representatives at the registered office of the Company.

(i) The charge relates to the obsolescence of the capital inventory.

(i) The Company embarked on a massive project in the year ended 31 December 2017 which
required the upgrade of its network equipment. Accordingly, Company has initiated network
modernisation drive by refarming of 900 MHZ spectrum and launch of 4G LTE in Zambia.

The modernisation will lead to improved connectivity, better experience for customers and
remain competitive in the market. The cost of K64.398 million is attributable to the subsequent
accelerated depreciation of the old equipment which have been replaced is included in
depreciation charge for the year.

17. INTANGIBLE ASSETS
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18. INVENTORIES

2018 2017
Particulars K'000 K'000
Merchandise held for sale 23,827 25,789
Less provision for obsolete stock (23,152) (23,953)
Total 675 1,836

The cost of inventories recognized as an expense and included in ‘cost of sales’ amounted to
K19.06 million (2017: K32.01 million).

There was inventory write down in the year ended 31 December 2018 of K11.017 million
(2017: nil). In addition, there were reversals of inventory write down KNil million (2017:
K2.3271 million).

Indefeasible Cellular Internet service 19. TRADE AND OTHER RECEIVABLES
right of use (IRU) (i) License Providerlicense

Particulars K'000 K'000 K'000 2018 2017
Cost Particulars K'000 K'000
At 1 January 2017 _ 7372 125 7497 Trade receivables 172,886 173,378
Additions (i) 107,630 - - 107,630 Less provision for impairment losses (110,068) (107,314)
At 31 December 2017 107,630 7,372 125 115,127
At 31 December 2018 107,630 7,372 125 115,127 Net trade receivablos 62,818 66,064
Amortization Prepayments 46,303 49,193

Other receivables 19,872 111,527
At 1 January 2017 - 2,808 125 2,933
Charge for the year 5519 462 - 5,981 Total 128,993 226,784
At 31 December 2017 5519 3,270 125 8,914 ) ) . ) .

The average credit period on sales of goods is 30 days. No interest is charged on

At 1 January 2018 5,519 3,270 125 8,014  outstanding trade receivables. The expected credit loss (ECL) is mainly based on the
Charge for the year 9,592 462 - 10,054 ageing of the receivable balances and historical experience. The receivables are assessed
At 31 December 2018 15,111 3,732 125 18,968  Onan individual basis or grouped into homogeneous groups and assessed for impairment

collectively, depending on their significance. Moreover, trade receivables are written off
At 31 December 2018 92,519 3,640 - 96,159 on a case to case basis if deemed not to be collectible on the assessment of the
At 31 December 2017 102,111 4,102 106,213| underlying facts and circumstances.

(i) In 2017 Company has taken international bandwidth on indefeasible right of use basis
which is being amortised over a period of 10 to 15 years.
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The Company uses a provision matrix to measure the expected credit loss of trade
receivables. Refer below note for details on the impairment of trade receivables. Based
on the industry practices and the business environment in which the entity operates,
management considers that the trade receivables are credit impaired if the payments are

more than 90 days past due (Interconnect more than 9 months)

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 its ordinary
course of business. The gross carrying amount of a financial asset is written off (either
partially 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 assets or

sources of income that could generate sufficient cash flows to repay the amount due.
Where the financial asset has been written-off, the Company continues to engage in

enforcement activity to attempt to recover the receivable due. Where recoveries are made,

these are recognised in profit and loss.

There has been no change in the estimation techniques or significant assumptions made

during the current reporting period.

The entity writes off a trade receivable when there is information indicating that the
debtor is in severe financial difficulty and there is no realistic prospect of recovery, e.g.
when the debtor has been placed under liquidation or has entered into bankruptcy
proceedings, or when the trade receivables has crossed the law of limitation period past
due, whichever occurs earlier. None of the trade receivables that have been written off is

subject to enforcement activities.

As the entity’s historical credit loss experience does not show significantly different loss
patterns for different customer segments, the provision for loss allowance based on past
due status is not further distinguished between the Entity’s different customer base.

2018 2017
Particulars K'000 K'000
Balance as at 1 January 107,314 107,637
Transfer to credit-impaired 6,457 1,987
Amounts recovered (3,703) (2,310)
Balance as at 31 December 110,068 107,314
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20. CONTRACT ASSESTS

2018 2017
Particulars K'000 K'000
Revenue from post paid customers 8,478 11,037
Revenue from interconnect customers 15,201 16,579
Revenue from roaming customers 1,438 509
Revenue from sale of handsets to corporate/enterprise
Customers 8,298 )
Current 33,415 28,125
Non-Current - -

Amounts relating to contract assets are balances due from customers under Sale of
Bundled Handsets Contracts, Post Paid contracts , Interconnect Contract and Roaming

Contract that arise when the Company receives payments from customers in line
with a series of performance related milestones. The Company will previously have

recognised a contract asset for any work performed. Any amount previously recognised as
a contract asset is reclassified to trade receivables at the point at which it is invoiced to

he customer.

The directors of the Company always measure the Expected Credit Loss on the amounts
due from customers , taking into account the ageing of receivables, historical default
experience and the industry practices and the business environment in which the entity
operates. None of the amounts due from customers at the end of the reporting period is

past due.

21. CASH AND CASH EQUIVALENTS

2018 2017
Particulars K'000 K'000
Cash and bank balances 32,258 2,591
Bank overdrafts (32,449) (21,657)
Total (191) (19,066)

For the purposes of the cash flow statement, cash and cash equivalents comprise the
cash in hand, and deposits held at call with the bank, net of bank overdraft. Deposits held
at call earn interest at the respective held at call rates. Cash at banks earns interest at

floating rates based on daily bank deposit rates.
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The company has four overdraft facilities with limits of up to K40 million and $12.36 million as
shown below. These facilities are subject to annual review.
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24. SHORT TERM BORROWINGS

Particulars

0) Citibank Zambia Limited $ 10 million 3 Months Libor + 1.65% Short term loan 715,608 209.979
(i) Standard Chartered Bank Zambia PLC $ 2.36 million 1 Months Libor + 2 %
(iii) Barclays Bank Zambia PLC K 20 million MPR +7% The short term borrowings is due to the following commercial banks:
(vi) Stanbic Bank Zambia Limited K 20 million MPR + 5 % Citibank Zambia
Standard CharZaeibdtk Limited
Particulars K'000 K'000
The company had drawn amounts as at the year-end of K25.656 million and US$ 0.680 At 1 January 2017 . . -
million (2017: K Nil and US$ 2.166 million).
. . . . Draw down during the year - 397,125 397,125
Thgqverdraft limit was not exceeded at any time during the period and all the overdraft Repayments in the year - (211,800) (211,800)
facilities are not secured. . ) .
Unrealized foreign exchange difference - 24,654 24,654
22, TRADE AND OTHER PAYABLES At 31 December 2017 - 209,979 209,979
Particulars Kz.g(])'g 58(1); Draw down during the year 647,725 290,845 938,570
Trade payables 413,819 421173 Repayments in the year (59,634) (495,025) (554,659)
Accrued expenses 100,895 101,686 Unrealized foreign exchange difference 127,517 (5,799) 121,718
Other payables 7,383 8,249 At 31 December 2018 715,608 - 715,608
Total 522,097 531,108 | |y May 2018 & July 2018 the Company obtained a short term credit facility from SCB
Bank for US$ 50 Million and US$ 15 million respectively .The Loan carries an interest rate
23. CONTRACT LIABILITIES of 6 month Libor + 2.5 % per annum. The facility is repayable within 12 months. The loan
is unsecured.
Amounts received in advance from prepaid customers for delivery of internet and voice
service. In July 2017 the Company obtained a short term credit facility from CITI Bank for US$
2018 ohpEd 00 million at an interest rate of 1 month Libor + 1.25 % per annum. The facility was
Particulars K'000 o] repayable within 12 months. The loan was unsecured. The Company repaid the loan taken
Deferred income 101,608 101,646, from Citi Bank in the July 2018.
Current 101,608 -
Non-current - - 25. CONTINGENT LIABILITIES
Total 101,608 101,646 Lega| proceedings

Revenue relating to internet and voice services is recognised over time , when a customer
makes use of the talk-time that was carried forward. There is no significant change in contract
liability balances during the reporting period.

The Company had some pending legal proceedings as at 31 December 2018. The
management is of the opinion having obtained relevant legal advice that there will be no

71.
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material losses arising from pending proceedings against the company.

Tax proceedings

During the year , Zambia Revenue Authority (ZRA) issued administrative assessments
totaling to ZMW 2.466 million relating to Withholding tax, Excise Duty and Value Added
Tax (VAT). The Company filed the responses with supporting evidence and, currently

awaiting the ZRA's position.

However, on the basis of evaluation of above said assessments, no provision has been
made in the financial statements as the Company's management does not consider that

there is probable loss to the Company.

Taxes , duties and other demands

(Under adjudication / appeal / dispute)

Income Tax 1,183

Value Added Tax 395 148,700
Excise Duty 888 -
Total 2,466 148,700

26. CAPITAL COMMITMENTS

Capital expenditure contracted (gross) for at the reporting date but not

recognised in the financial statements is as follows:

Particulars

At 31 December

253,337

297,086

27. LEASES

a) Finance lease commitments

o~ R

Finance lease commitments-As a Lessee 2018

Future Minimum

Present/Fair

Lease Payment Interest Value
Particulars K'000 K'000 K'000
Not later than 1 year 175,819 84,509 91,310
Later than 1 year and 702,697 225,045 477,652
not later than 5 years
Later than 5 years 301,597 27,482 274,115
Total 1,180,113 337,036 843,076

Finance lease commitments-As a Lessee 2017

Future Minimum

Present/Fair

Lease Payment Interest Value
Particulars K'000 K'000 K'000
Not later than 1 year 147,040 78,000 69,040
Later than 1 year and 588,160 227,017 361,143
not later than 5 years
Later than 5 years 393,858 51,952 341,906
Total 1,279,766 356,969 772,089
(b) Obligations under finance lease
2018 2017
Particulars K'000 K'000
Current finance lease payable 91,310 69,040
Non-current finance lease payable 751,766 703,049
Total 843,076 772,089
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The movement for the year is as follows:

28. STATEMENT OF CASH FLOWS

2017 2016 (a) Cash generated from operations
Particulars K’000 K'000
At the beginning of the year (772,089) (836,610) 2018 2017
(Additions)/retirement during the year (4,455) 7,303 Particulars K'000 K'000
Repayments during the year 61,716 56,035 Profit before income tax 230,480 454,537
Unrealised exchange gain / (losses) gains (128,244) 1,183
Gross investment in finance leases (843,076) (772,089) Adjustments for:
Less: Unearned future finance income Interest income (note 8) (793) (3,740)
on finance leases - - Interest expense (note 10) 108,817 88,416
Depreciation expense (note 16) 345,780 400,533
Net investment in finance leases (843,076) (772,089) Impairment loss recognised on trade receivables (note 19) 2,754 (323)
Amortisation of intangible assets (note 17) 10,054 5,981
The Company enters into finance leasing arrangements. The average term of finance leases Unrealised forex (gain)/loss 262,172 22,967
entered into is 10 years. Unguaranteed residual dues of assets leased under the finance leases Changes in working capital:
at the balance sheet date are estimated at K Nil. - trade and other receivables 77,368 32,392
- inventories 1,161 32,738
The interest rate inherent in the leases is fixed/variable at the contract date for all of the lease - trade and other payables 39,402 (260,888)
term.
Cash generated from operations 1,077,195 772,612

The Directors consider that the fair value of the leases is equal to their carrying values as

reflected in the balance sheet.
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(b) Reconciliation of liabilities arising from financing activities

1 January Financing cash Non-cash 31 December

2018 flows changes 2018

Particulars K'000 K'000 K'000 K'000
'{8225 from financial Institu- 209,979 383,911 121,718 715,608
Forward contracts - - - -
Other borrowings - - - -
Finance leases 772,089 (61,716) 132,699 843,072
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29. RELATED PARTY DISCLOSURES

ii) Sale of goods and services

The company is owned by Bharti Airtel Zambia Holdings BV (BAZHBV) which has

. o Country of  Relationship to
96.36% control of the shares. The remaining 3.64% are owned by public investors Name of Related Party incorporatyi'on Comp':ny
through the Lusaka Stock Exchange (LUSE). Airtel (Seychelles) Limited Seychelles| Fellow subsidiary ; 2
. . . . . Airtel Congo (RDC) S.A. ((formerly -
The following transactions were carried out with related parties: Known as gCeIteI Congo (RDC) Sarl) Congo (DRC) | Fellow subsidiary| 9,907 9,045
. . Airtel Congo S.A CongoB| Fellow subsidiary 4 6
) Purchase of goods and services Airtel Gabon S.A. Gabon| Fellow subsidiary 1 3
Airtel Madagascar S.A. Madagascar  Fellow subsidiary 5 7
Countryof Relationship to 2018 2017 Airtel Malawi Limited Malawi| Fellow subsidiary 7,486 2,523
Name of Related Party incorporation Company K'000 K'000 Airtel Networks Kenya Limited Kenya | Fellow subsidiary 1,954 851
Airtel (Seychelles) Limited Seychelles | Fellow subsidiary 5 8 ﬁ!rte: ll:\zletwcérksL'Lw?tded Rnge‘(rj|a Ee::ow suk;s!j!ary 4’422 6;
Airtel Congo (RDC) SA. ((former] - irtel Rwanda Limite: wanda| Fellow subsidiary
KNOWN s gCeIteI Congo (RDC) S.ay“') Congo (DRC) | Fellow subsidiary 1,187 2,000| | Airtel Tanzania Limited Tanzania  Fellow subsidiary 655 6,386
Airtel Congo S.A Congo B| Fellow subsidiary 2 1| (Airtel Tchad SA. Chad | Fellow subsidiary 1 2
Airtel Gabon S.A. Gabon | Fellow subsidiary _ 1 Airtel Uganda Limited Uganda| Fellow subsidiary 180 66
Airtel Madagascar S.A. Madagascar | _Fellow subsidiary 6 8 Bharti Airtel (UK) Limited United 2‘”9' Fellow subsidiary| 30,659 2,574
Airtel Malawi Limited Malawi Fellow subsidiary 1,794 2,886 . om
Airtel Mobile Commerce Limited Zambia| Fellow subsidiary| 36,866 2,484| |BhartiAirtel Limited India|  Stepupparent| 8,896 28018
Airtel Networks Kenya Limited Kenya| Fellow subsidiary| 2,719 3021 |CeltelNiger SA. Niger| Fellow subsidiary 1 2
Airtel Networks Limited Nigeria Fellow subsidiary 360 46~ Jersey Airtel Limited Jersey | Fellow subsidiary 1 5
A o - Airtel (Ghana) Limited (**) Ghana Joint Venture - 14
Airtel Rwanda Limited Rwanda ~ Fellow subsidiary 46 15 Airtel Mobile Commerce Limited Zambia Fellow subsidiary ~ 4,135 -
Airtel Tanzania Limited Tanzania| Fellow subsidiary 509 1,770
Airtel Uganda Limited Uganda| Fellow subsidiary 35 38 Total 68,300 49,574
Bharti Airtel (UK) Limited United Kingdom | Fellow subsidiary 12,582 1,623
Bhart! Airtel Lanka (Private) Limited SriLanka| Fellow subsidiary 1 4 i) Management fees expenses
Bharti Airtel Limited India Step up parent 4,133 10,778
Bharti Airtel Services Limited India| Fellow subsidiary - 399
Network i2i Ltd. Mauritius Step up parent 5,155 98,491 Country of Relationship to
Nxtra Data Limited India| Fellow subsidiary 414 - Name of Related Party incorporation Company
Bharti Airtel Zambia Holdings B.V. Netherlands | Holding Company 2,701 (B,\Tatrﬁl Allrte(; Ir)wtg:?atlonal Netherlands Holding 42,262 39,877
Airtel (Ghana) Limited (**) Ghana Joint Venture - 13 etheriands) B.V. company
Centum Learning Limited Ingia| ~ Otherrelated’ 4 698 1680
party
Total 70,212 125,268
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iv) Receivable from related parties
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v) Payable to related parties

Country of Relationship to
Name of Related Party incorporation Company
Airtel (Seychelles) Limited Seychelles  Fellow subsidiary 0.03 1.45
ﬁgéi'/f:g%%fg?gg r?éé' éé‘;’rcr;gr;yrl) Congo (DRC) | Fellow subsidiary 23,363 11,480
Airtel Congo S.A CongoB| Fellow subsidiary 11 8
Airtel Gabon S.A. Gabon| Fellow subsidiary 11 9
Airtel Madagascar S.A. Madagascar | Fellow subsidiary 1 1
Airtel Malawi Limited Malawi Fellow subsidiary 15,230 7,313
Airtel Mobile Commerce Limited Zambia Fellow subsidiary 61,465 80,432
Airtel Networks Kenya Limited Kenya| Fellow subsidiary 1,062 501
Airtel Networks Limited Nigeria| Fellow subsidiary 4,084 738
Airtel Rwanda Limited Rwanda| Fellow subsidiary 14 13
Airtel Tanzania Limited Tanzania| Fellow subsidiary 35,809 29,815
Airtel Tchad S.A. Chad| Fellow subsidiary 0.1 0.1
Airtel Uganda Limited Uganda| Fellow subsidiary 196 36
Bharti Airtel (UK) Limited United Kingdom |  Fellow subsidiary 9,650 6,576
Bharti Airtel Lanka (Private) Limited SrilLanka| Fellow subsidiary 0.3 0.02
Bharti Airtel Limited India Step up parent 855 618
Bharti Hexacom Limited India| Fellow subsidiary - 33
Celtel Niger S.A. Niger| Fellow subsidiary 0.69 0.38
Jersey Airtel Limited Jersey | Fellow subsidiary - 0.48
E?ZIfAéTISaPti tx/l.rg.:}.el\?o(vfnizgfae; ;%Tg)a Singapore | Fellow subsidiary - 0.09
Airtel (Ghana) Limited (**) Ghana Joint Venture 3
Singapore Telecommunication Limited Singapore Significant 16 14.53
Influence Company
Total 151,772 137,591

2018 ANNUAL REPORT & FINANCIAL STATEMENTS

Country of Relationship to

Name of Related Party incorporation Company
Airtel (Seychelles) Limited Seychelles|  Fellow subsidiary 0.52 0.34
Cgéilfgg%"el(tif)gg nsg'é' fé@é??;yr.) Congo (DRC)  Fellow subsidiary 256 115
Airtel Congo S.A Congo B| Fellow subsidiary 0.37 88
Airtel Gabon S.A. Gabon| Fellow subsidiary 0.02 0.03
Airtel Madagascar S.A. Madagascar| Fellow subsidiary 130 109
Airtel Malawi Limited Malawi Fellow subsidiary 2,794 2,242
Airtel Mobile Commerce Limited Zambia| Fellow subsidiary 35,340 498
Airtel Networks Kenya Limited Kenya Fellow subsidiary 2,753 630
Airtel Networks Limited Nigeria Fellow subsidiary 1,094 886
Airtel Rwanda Limited Rwanda Fellow subsidiary 620 1.48
Airtel Tanzania Limited Tanzania Fellow subsidiary 2,059 1,769
Airtel Tchad S.A. Chad| Fellow subsidiary 2 1
Airtel Uganda Limited Uganda| Fellow subsidiary 11 9
Bharti Airtel (UK) Limited United ';'gg; Fellow subsidiary 2,690 2,036
E.k\]/a.]rtl Airtel International (Netherlands) Netherlands| Holding Company 7,504 5321
Bharti Airtel Limited India Step up parent 635 981
Bharti Airtel Services Limited India| Fellow subsidiary - 44
Bharti International (Singapore) Pte Ltd Singapore |  Fellow subsidiary - 5
Celtel Niger S.A. Niger| Fellow subsidiary 0.15 0.06
Jersey Airtel Limited Jersey  Fellow subsidiary 0.20 0.15
Network i2i Ltd. Mauritius Step up parent 5,431 1,465
Bharti Airtel Zambia Holdings B.V. Netherlands| Holding Company 2,701 -
Africa Towers N.V. Netherlands| Fellow subsidiary 10 10
Nxtra Data Limited India| Fellow subsidiary 339 492
Centum Learning Limited India " Other related 1,002 710

party
Total 65,372 17,417
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No provisions for impairment losses have been required in 2018 and 2017 for any related
party receivables.

Amounts due from/to related parties carry no interest , are receivable/payable on demand
and are at arm length.

* Other related parties’ though not ‘Related Parties’ as per the definition under IAS 24,
Related party disclosures’, have been included by way of a voluntary disclosure, following
the best corporate governance practices

(**) In 2017, there was a change in relationship from fellow subsidiary to joint venture of
the group

vi) Key management compensation

Particulars

Salaries and other short-term employment benefits 35,517 42,186

_-A--_"d.

Sitting

Fees Salary

o~ R

Basic Performance

Out of
Country

vii) Compensation of directors for the year ended 31 December 2018

Housing

Bonus (i) Allowance Allowance

76.

Particulars K'000 K'000 K'000 K'000 K'000 Others Total
Non-Executive

Jito Kayumba 466 - - - - - 466
Monica K. Musonda 593 - - - - - 593
Executive

Apoorva Mehrotra - 2,361 1,352 115 526 734 5,088
Peter Correia * 598 - - 123 317 1,038
Total 1,059 2,960 1,352 115 649 1,050 7,185
Compensation of directors for the year ended 31 December 2017

Non-Executive

Jito Kayumba 566 - - - - 566
Monica K. Musonda 593 - - - - 593
Executive

Peter Correia - 3,204 1,826 1,009 673 813 7,525
Total 1,159, 3,204 1,826 1,009 673 813 8,684

* Resigned as a Director of the Board.

(i) Bonus for the year 2018 is on accrual basis/provisional figure. Actual may differ at the

time of annual performance review.
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30. DIVIDENDS PROPOSED AND PAID

Particulars 2018 2017
K'000 K'000
At 1st January - 673
Final dividends declared for the previous year 416,000 416,000
Interim dividend declared for the current year 124,800 -
Dividends paid (540,800) (416,673)
At 31 December - -
Proposed for approval at the Annual General Meeting
Proposed dividends for 2018: Nil (2017: K4.00) per share - 416,000

31. FAIR VALUE OF FINANCIAL ASSETS AND LIABILITIES (FINANCIAL INSTRUMENTS)
Set out below is a comparison by class of the carrying amount and fair value of the financial
instruments that are recognised in the financial statements. The carrying amount of the
financial assets and financial liabilities approximate their fair values because of their short term
nature as shown below.
Classes and categories of financial instruments and their fair values
The following table combines information about:

» classes of financial instruments based on their nature and characteristics;

»  the carrying amounts of financial instruments;

«  fair values of financial instruments (except financial instruments when carrying amount
approximates their fair value); and

= fair value hierarchy levels of financial assets and financial liabilities for which fair value
was disclosed.
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Fair value hierarchy levels 1 to 3 are based on the degree to which the fair value
measurements are observable and the significance of the inputs to the fair value
measurement in its entirety, which are described as follows:

«  Level 1 fair value measurements are those derived from quoted prices (unadjusted) in
active markets for identical assets or liabilities;

* Level 2 fair value measurements are those derived from inputs other than quoted
prices included within Level 1 that are observable for the asset or liability, either directly
(i.e. as prices) or indirectly (i.e. derived from prices); and

* Level 3 fair value measurements are those derived from valuation techniques that
include inputs for the asset or liability that are not based on observable market data
(unobservable inputs).
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Carrying Amount Fair Value
Financial assets Financial liabilities Level
FVIPL = mfnnei‘astl?rgé Amortisei g%sé FVIPL - mranneiastjrllé Amortised cost
K'000 K'000

31 December 2018

Cash and bank balances - 32,258 - - 32,258 - -
Trade and other receivables - 64,846 - - 64,846 - -
Contract assets - 33,415 - - 33,415 - -
Amounts due from related parties - 149,935 - - 149,935 - -
Derivative financial Assets 665 - - - 665 665 665
Other financial Assets - 1,941 - - 1,941 - -
Bank overdraft - - - (32,449) (32,449) - -
Trade and other payables - - - (443,033) (443,033) - -
Amounts due to related parties - - - (59,957) (59,957) - -
Obligation under finance lease - - - (843,074) (843,074) - -
Short term borrowings - - - (715,608) (715,608) - -
Derivative financial Liability - - (3,730) - (3,730) (3,730) (3,730)
Other financial liabilities - - - (9,488) (9,488) - -
31 December 2017

Cash and bank balances - 2,591 - - 2,591 -

Trade and other receivables - 96,890 - - 96,890 -

Contract assets - 28,125 - - 28,125 -

Amounts due from related parties - 137,577 - - 137,577 - -
Derivative financial Assets 2,467 - - - 2,467 2,467 2,467
Other financial assets - 1,728 - - 1,728 -

Bank overdraft - - - (21,657) (21,657) -

Trade and other payables - - - (435,171) (435,171) -

Amounts due to related parties - - - (16,694) (16,694) -

Obligation under finance lease - - - (772,089) (772,089) -

Short term borrowings - - - (209,979) (209,979) - -
Derivative financial Liability - - (3,545) - (3,545) (3,545) (3,545)
Other financial liabilities - - - (8,615) (8,615) -

2018 ANNUAL REPORT & FINANCIAL STATEMENTS



e, N e s A  ~ "R

Fair value of the Company'’s financial assets and financial liabilities that are measured
at fair value on a recurring basis

Some of the Company’s financial assets and financial liabilities are measured at fair value at
the end of each reporting period. The following table gives information about how the fair
values of these financial assets and financial liabilities are determined (in particular, the
valuation technique(s) and inputs used).

Financial assets/
financial liabilities

Valuation technique(s)
and key inputs(s)

Significant unobserv- | Relationship and
able input(s) sensitivity of unob-
servable inputs to
fair value

Future cash flows are N/A N/A
estimated based on
forward exchange rates
(from observable forward
exchange rates at the end
of the reporting period)

and contract forward rates,
discounted at a rate that re-
flects the credit risk of vari-
ous counterparties.

Foreign currency
forward contracts

Foreign exchange forward contracts

It is the policy of the Company to enter into foreign exchange forward contracts to manage
the foreign currency risk associated with anticipated sales and purchase transactions of the
exposure generated.

For the hedges of highly probable forecast sales and purchases, as the critical terms (i.e. the
notional amount, life and underlying) of the foreign exchange forward contracts and their
corresponding hedged items are the same, the Company performs a qualitative assessment
of effectiveness and it is expected that the value of the forward contracts and the value of the
corresponding hedged items will systematically change in opposite direction in response to
movements in the underlying exchange rates.

Foreign currency forward contract assets and liabilities are presented in the line ‘Derivative

financial instruments’ (either as asset or as liabilities) within the statement of financial
position.

2018 ANNUAL REPORT & FINANCIAL STATEMENTS

32. EMPLOYEE BENEFIT EXPENSE

The following contributions to pensions/funds were included within the employee benefits

expenses:
2018 2017
Particulars K'000 K'000
Aon Zambia Pension Fund Administrators Limited 7,333 7,308
National Pension Scheme Authority 2,429 2,390
33. DERIVATIVE FINANCIAL INSTRUMENTS
The details of derivative financial instruments are as follows:
2018 2017
Particulars K'000 K'000
Foreign currency forward contracts (assets) 665 2,467
Foreign currency forward contracts (liabilities) (3,730) (3,237)

34. SEGMENT REPORTING

Management has determined the operating segments based on the reports reviewed by the
Executive management committee that are used to make strategic decisions. The committee
considers the business as a single operating segment, being Zambia operations, as the
information reported to the executive management committee for the purpose of strategic

decision making is not presented per product line.

The reportable operating segment derives its revenue primarily from the sale of voice and
data services to subscribers of the network and to foreign telephony operators when their
subscribers utilise the Airtel Zambia network. Other revenue consists of connection and

subscription charges and sale of mobile handsets to customers.

he executive management committee assesses the performance of the operating segment
based on a measure of Earnings before Interest Tax Depreciation and Amortisation.
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The breakdown of the revenue from all services is shown in note 7.

35. EVENTS AFTER REPORTING DATE

There were no material subsequent events for the year ended 31 December 2018. The
directors are not aware of any other matter or circumstances since the financial year end
and the date of this report, not otherwise dealt with in the financial statements, which
significantly affects the financial position of the company and the results of its operations.

~
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