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VISION, MISSION AND STRATEGIC C'OAIS

VISION: A ZANIBIA VHERE ECONOMIC
OPPORTUNITIES FOR THE POOR ENABLE THEM
TO IMPRO\IE THEIR LIVELIHOODS, MOVE OUT
OF POVERTY AI{D BE EQUAL MEMBERS OF
SOCIETY

MISSION: TO CONTRIBUTE TO THE ECONOMIC
VE,LL-BEING OF THE POOR THROUGH THE
EFFECTIVE PROVISION OF APPROPRTATE
FINA}ICTAL SERVICES

STRATEGIC GOALS:

DIRECT OUTREACH TO THE POOR AT THE
NATIONAL LEVEL

SUITABILITY OF PROCESSES AIND PRODUCTS

IMPROVEMENT OF CLIENTS' FINAI{CIAL
STABILITY AI{D INCOMES

CREATION OF A DYNAIVIIC, PROFESSIONAL,
VALIJE. BASE D ORGAI{I SATION

LONGTERM FINANCIAL HEALTH OF ANIZ

INIZI BREAIilNGTHE BARRIERS TO FINAI\CE
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AGORA MICROFINANCE ZAMBIA LIMITED

CHAIRPERSON'S REPORT

I am delighted to write this report on AMZ's first full yeat of operations'

2012 was a, very busy year for the organisation as it established itself as one of the 5 major

enterprise/livelihood frrfpir i" Zambia,a testament to the hard work and leadetship of the entire AMZ

tr:am. To have achieved such status in less than 2 years is a remarkable feat' Opemtionally and

financially, 201,2 saw significant progfess towards sustainabi.lity as in June the company achieved its

fort ,nonthly proht wf,ilst Norrimb.r saw the Company achieve one of its initial tafgets: that of

reaching 10,000 clients.

AMZ ended 2012 as the leading MFI in its two original locations, Mongu and Mumbwa' and opened

its third branch in l(aoma. ThJfinancing of this g"*rh was a particvlat area of focus for both the

Board and Management and I am very pleased to fepoft that during the year Management was

successful in obtaining over K5 billion in aiUt funding from three well-respected intemaflonal lenders'

The equity base of th! Co-p"ny was also strengthened thlough.tle convetsion into equity of existing

loans wrth Monngaway ^nd igora Microfinance N.V' i"Jnly and December respectively'

The Board met 3 times during the yeat. In July, we

to the Board as Proxy for Musa Mwenye who becz

oosition as Solicitor Genetal of Zambia Othet B

iudit and Finance Committee ('AFC') after lnna

agteed to join the newly initiated Remunetation and

fist meeting in February 2013. I ^rn vefy gtatefirl to Tarunay for agreeing to Chair the RNC and to

Clenda Maiakaza for het continued role as Chair of the AFC'

.gnificant development fot AMZ' We have akeady

rent in the seitor with the Bank of Zambia

tce an interest rate c p.In principle we believe that

et and slow efforts to improve Enancial inclusion'

k related to MFIs and other non-bank financial

institr:tions charging unreasonable lates of interest. For this feason' AMZ always intended to reduce

its interest fates as it gtew and achieved scale. I am confident that maflagement will meet the

challenges of the ."p #th clafltf, practicality and imagination to ensufe that the mission i:emains at

the heart and soul of everything the Company does'

2013 will also see changes in the shareholding structufe of aNlz It is the intention of concern

Wo4dwide to reduce theTr shareholding in the C"ompany. Additionally, in ordet to meet a key strategic

objective, namely, to obtain a deposit tating lic.ns. irom the Bank of Zambia,we will seek new equlty

paftnefs. I cannot stress enougl, ho*e-r.i, that the most important factor in assessing new equity

o"r*.r, by the Boatd of Direltors will be mission alignmeni with the Company's management' its

Board and its existing shareholdets.

\t4Z is a young institution with dynamic, enthusiastic and committed staff. undet the very able

lcaciership of Miluba Wakung'um a'and het senior management tean, and with continued strategic

guidance and robust go-r.*"i.. by the Boatd, AMZ has the potential to become THE' leader in the

microfinance sector i Zambia.I am very gatefirl to the hard work of all AMZ staff du rrng 201'2 and I

am

Chafuperson

confidenv&at2}1,3will be another successful year for the Company'
,r/,1

/,
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AC.ORA MI CROFINANICE ZAMB IA LIMITE D

CHIE F E)(E CUTI\IE'S RE PORT

It gives me great pleasure to present the annual resuks for this, our-second yrT ?f operatiorls' The

yri ZOLZ *ld th. rt"tt of 2Oi3 have certainly been eventful for both AMZ ard the wider Zanbiarr

microfinance industry.

After a good fint year of operations in 2011, 2Ol2 saw significant progress in many areas. Some of our

key achievements are outlined below:

o Client numbers grew by l75o/o to 10,579 from 4,924

o Gross loan portfolio trew by 158% to K 9.3 billion from K 3.6 billion

. Branch network increased from2 to 3 branches with the November opening of our Kaoma

branch
. AIV|Z received its fint loan from the international lending communiry and finished the year

with over K 5 billion from three lenden
. Addition of AMNV as a third shareholder
o Increase in client officer numbers to 22 from 1.2, representng 44o/o of total worldorce up

from4To/o
. Strengthening of the senior management team with the appointment of the Deputy CEO, the

Operations Manager and the Research Manager

\X4rilst the results for the year show a loss of K 590 million this is a considerable improvement on the

2011 loss of K79l -illio".It was particularlyencouraging that monthlyprofits were achieved inJune,

July and August. As a result of this profitabilitytrend, inyesymgnt a1d qpyh decisions were made

itt"t 
"d"..rJty 

impacted the short-te-rm financial resuhs including the final 4 months of the year.

However, thae decisions, namelyto accelerate the Kaoma branch opening from2Ol3 to Q4 20.12 and

to invest in senior managemenr capacity, are expected to bear fruit in the medium term and will place

us very firmly on the road to sustainabiliry.

Dnring 201,2 it became clear that our go-to-market strategy and methodology was broadly on-track

Th. li.yr to successful provision of 
-microcredit 

servicis remain a transParent and robust Ioan

assessmenr process, ur, .ffi.i.rrt Management Information SF!9T, strong cost.coffrol and a dedicated
made in all these areas. A client officer training

improved the operational management of AMZ. \

team in London for facilitating this visit'

2013 will bring opportunities in addition to the sii

have dealt seamlessly with the currency rebasing b

1. It is with this goal in mind that we intend to oPen

I wish to express my thanls ro AMZ's Chailpenon, Iv{s _Rebegca McKenzie and all of AMZ's Board

and commin.. ,n.-b.r, for their leadenhip, inppott and insight throughout ih. y.q' Finally, I -""19

ljk; ; congratulate 
"ll 

-y colleagues on th;ir p.rior-ttt . and commitment during th9 far' It is only

throrrgh th! dedicatiomho*r, U| aU of them that AMZ has, and will continue, to break the barrien to

Chief Executive Officer
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AGORA MICROFINAINCE ZAIVIBIA LIMITE D

FINANCIAL ANID OPERATIONAL HIGHLIGHTS

N,,/lZ ata glance

. Number of branches

. Number of village banis

. Total staff

. Client officen

. Total clients

'Women 
clients

r Gross loan portfolio (K '000s)

o PAR 30 days

o \(/rite-off ratio

o Average outstanding loan per
client (K)

. Porcfolio Yield

. Operational SeH Sufficiency (OSS)

o Retum on Assets (R.A)

Dec-12

3

2t2

22

10,579

49o/o

9,270,956

I.66o/o

0.25"/o

876,355

68.2o/o

83.9o/o

'6.2o/o

Dec-11

2

9 l

29

t2

4,924

59o/o

3,609,994

0.02o/o

0.00%

733,r43

74.60/o

52.27o

-37.7Yo
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AGORA MICROFINAT\CE ZAMBIA LIMITE D

ZAMBIA AND THE MICROFINANCE E NVIRONMENT

io/o per fear.

Zarbrts agricukural sector emplola an estimated 8

GDP. Despite recent growth rural poverty ftItes rel

of l.8l countries in the UN's 2011 Human Develop

poveny rares are estimated to be almost 80o/o in

.^Furthermore, urban Poverty has decreased more

al households are classified as extremelypoor while

According to the Bank of Zasbla ("BoZ") there are currently 1.9. commercial banks, 33 MFIs andlt

other Non Bank Financiai Institutions ("NBFIs") operating n Zambia- The financial sector is

do-i""t.d by the commercial banks - the top fgur banks lave over two-thirds of all assets. \X/ithin

rhe fo.-"I banking sector, only 3 licensed burio ha.r. an MSME focus and 2 have SME/microfinance

window operatioris. The miciofinance sector is a mixrure of 5 large consumer lenden, 6 enterprise

and livelhtod MFIs with the rest operating as small localised operations'

It is very clear that existing financial institutions are not serving {e ryral provinces effectively. Despite

u.fo.-.u'g for only 3z.E of the popul,ation, 2 predomin.anll.r wban prov'-Ta_q-usaka and the

e#rb.t ) ;"o.rrri fo. 60o/o of,or"lbrtlitrg.*tJ-.rr, including over 50o/o of MFI branches.

nnce industry nZarnb:a as "young, small in size,

nated that the number of active borrowers covered

)0 in late 2Otl (ie,less than 2o/o of the total number

f 2OI2 it is estimated that this nurnber had risen to

flearer 1OO,0OO borrowers, meaning that A\42 had a market share of over lOo/o alter less than 2 years

operations, and had accounted for almost 25oh of the growh in the market'

On 3.d January 2Q13, the Bank of Zarrhia introdt

rarcs th;t ttott-b"nk financial institutions licensed b

is 42o/o compared to ftItes of 60-660/o that were cl

AMZ to re-assess its strategic plan and its financia

reassessment we made no fundamental changes to

in profitability being achieved later than origrSally

ooiential to distort the market and are unlikely to I

mitigate the cap, we intend to grow slightly faster

achieved earlier.



AC.ORA MI CROFINAI\CE. ZANIB IA LIMITE D

O\YA{E RSH IP, C'OVE RNANI CE AI\D MAI\AGE ME NT STRUCT TIRE

Ownenhip

AMZ was the creation of rwo organisations with a history of parcnership in microfinanc.' AgoS

Microfinance Panners LLP and tf,e international NGO, Concem \(orldwide ('Concern'). ry
became a private company limited by shares in May 2010 and a licensed non-bank financial institution

(non- depoiit-taking MFI) by the Bank of Zarrbiain APril 20 1 1'

AMZ's onginal shareholden are Concem \0orldw

shares based out of Mauritius. Each of Concem

addition, Moringaway and Agora Microfinance N.V

The Netherlands, hold 54o/o and 45olo non-voting sJ
December 2012|s as follows:

All three shareholden share a similar vision and mission for AIvIZ. Agora Microfinance Partners LLP

advises both Moring"** *a AMNV and seels to promote high-qualby microfinance in Africa and

Arl", Uy i"".stirrg (r,Ia Ail,tr I\4 in equity and by creating tr.- gt -nfi-ld institutions where needed.

Govemance

The Board of Directors govems the operations of

the mission and objectives and for the strateg

responsibility to the shareholden, including ensur

-unt.. thai is consistent with Zambian law and 'l

the work of the CEO, oversees Management's ix

quality of the portfolio along with other financial' '

Company's competitive position. In.doing this the

.o.-ul risks. The Board meets at least three tim'

adherence to the mission.

ANIZ's Board of Directors complises exPertise in t

govemance forum and is made up of 6. non-execut

ion- e*ecrrti.t es, 2 are external independent directot

Microfinance Partnen LLP, representing both I

majority (4) are resident u;.Zambia.

- the Audit and Finance Committee which met 4

egarding overall financial performance and control,

r,lkt oiittt.rnal audit reviews, third-parry funding

no such meeting was deemed necessary bythe exte

initiate 2 funhir committees, namelS a Social I

Nominations Committee.

Further biographical and commifiee membership details are given on page 11.

Class Avoting shares Class B non-voting shares Total

Shareholder No. K ( '000s) No. K ( '000s) K ('000s)

AMNV 450,000 4,500,000 4,500,000

C-oncern 47,5Q0 475,00Q 475,000

Moringaway 47,500 475,000 532,348 5,323,484 5,798,484

95,000 950,000 982,348 9,823,484 r0,773,484

8



AC'ORA MICROFINAI.ICE ZAIIBIA LIMITE D

O\YA{E RSHI P, C.O\IE RNANTCE AI'{D MANAGE ME NT STRUCTURE ( CONT I NUE D)

Management

The CEO heads the management team which comprises the Deputy CEO, departmental heads and

U*".f, managers. AMZ hal six departments - Operations, Finance, Human Resources, Information

Technology, Internal Audit and Research. Each member ol

microfinailce and other relevant experience in their field' Tl

meeting AIvIZ's social as well as operational and

been taslred with the development and implementi

and efficient s)6telns for field operations, inform

marketing and client relations and human resource management'

Management constituted one Committee during 2Ol2.The Assgt qd Itiabiliq Comminee ('ALCO)

;;6;ltle for the managemenr of the cnmpan/1"L Td off-balance sheet.positions to allow

.oruirr*d sustainable gro*f, of AMZ's business while timiting material financial and non-financial

risls. The AL@'s pfrrrryfocus is on the sotrcing and malagement.of.sufficient funding. The

ALCO is composed 
"f 

tm tf O, the Depury CEO, the CFO and the FIead of Accounts.

- 9 -



AC.ORA MI CROFINANCE ZANIB IA LIMITE D

PRODUCTS AND METHODOLOGY

fu at 31 December 2012, AI\IZ operated via a three branch nef,work in lWestern and Crntral

Provinces. Our Kaoma and Mongu branches reached 473 and 5,124 clients resPectivelyin'Western
province whilst our Mumbwa branch reached 4,982 chents in Crntral Province. Our target clients are

low-income households engaged in livelihood activities linked to subsistence agricuhure, fishing, small

scale processing as well 
"r 

i.i"it trade and services. In general, our clients are located in nxal districts

with poor inJrastructure facilities and utilities.

Currently we only offer credit products following a well-tested solidaritygroup based mcthodology.

our lending metirodology involves the formation_uJ*,i"*:t"Xloil*flHi'J:ff1"-:i1fr

. means having lived there for more than 2 years);
(which they self-select); and at least one economic
raller sub-groups of 4-10 members are created to
ch other fol loan repa)rynents. Each VB elects their
cth conduct of ransactions and liason with AMZ's

:ipate although it is not an eligibility criterion. Product

screening and loan assessments are performed ai an individual client level - tJre group's function is

that of loint llability rather than as a client consolidator.

Our current loan products are summar*ed below:

End of Term Loan (,,EoT") - this loan is aimed at households with seasonal cashflows and is

iltg*d to ,tirn rl"t. 
"grib*itt.rr 

activities. The maximum loan size is K 1.5 million and can be

off#d for a maximum ierm of 12 months. During 2Ol2the interest rate on the EoT loan was 5o/o per

monrh. Despite being designed as a single bullerrepayment product, clients are permitted to repay

principal at anytime during the loan with no penahy.

Flexi l Loan - this loan is aimed at households with more stable businesses and flexible cash flows

;"J -rll typically be taken by traden with relatively-consistent daily, weekly and monthly gash-floys'

The *arfr.r- loan size ir f z -itiion and can be offered for a maximum term of 12 months' During

2Qt2 the interest rate on the Flexi 1 loan was 5.5olo per moffh. Repayments are made on a monthly

basis and, as for the EoT loan, Pre-pa)trnents of principal can be made at anytime with no penalry'

Flexi 2 Loan - this loan is available onlyto clients who have graduated from a Flexi 1 loan. The Flexi

z l"i has a higher maximum loan size'of K 4 million. During 2012 the interest rare on the Flexi 2

loan was 5o/o per month. Repaynents are made on a monthly basis and, as for other products, pre-

paFnents of principal can be made at anytime with no penahy'

Emergency Loan - this loan is available to existing.clients for setious heahh or other emergencies'

The ,riuxir;1o- loan size is K 2OO,0OO. During 2}t21he interest ftffe on the Emergencyloan was 3%

per month.

Each loan product includes a cash collateral requirement.(varying fromT to 15olo depending on

product). Thi, ,.pr.r.nts the onlyphpical collateral required 6y ftMZ'

Product design is an on-going process and it is ant

required as a result of the BoZ interest rate caP'

p.odrr.tt during 2Qt3' Changes in product featrr

i.mand pattems as identified through thorough re

1 0 -



AC.ORA MICROFINANCE ZAMBIA LIMITED

BOARD OF DIRECTORS

Rebecca McKenzie is the Chaqperson of the Board and a member of the Audit and Finance

Comminee and the Remuneration Comminee. She is a co-founder of the Agoo grouP. She is the

Managing Director of Agora Microfinance N.V., and Director (Operations) of Agora Microfinance

Pannen LLP. Rebecca h"r orret 15 yean of experience in banking, capital markets and microfinance.

Prior to that she was the main investor relations manager who assisted AMK a Ct"mbodian

microfinance companywith equiryfunding during its earlyyears. A" p"n of her role she also assisted

the Governing Bo^ard of AMK to liaise with Shareholders. In her banking exper-ience she has held

different poritio* with DEPFA Bank Plc, Credit Suisse Fint Boston, Paribas, and LIBS. Rebecca

holds a Diploma in Corporate Finance from the London Business School, and a Bachelofs of Arts in

European Studies from Scripps College, Claremont, Califomia.

Tanmay Chetan is the Chairperson of the Remuneration Commiwee and a member of the Audit and

Finance C-omminee. He is also a co-founder of the Agoo group. He is the Managing Panner of

Atoo Microfinance LLP (the Advisor) and a Supervisory Board Member of fugra.Microfinance N.V

(tf,e Inrestor). Tanmay has worked in microfinance for over 15 fT,with.his previous work

including credit ratings, consuhing, investment management and implemenlatiolt FIe began lis
microfinlance career 

"iM-CRIL, 
a specialised rating agenqr, where he managed credit ratings and the

advisory services of the company in a tr.t ttb.t of countr-ies. In 2003, he moved to Cambodia as the

fint CEO of AMK Limited, a green-field microfinance companyat the time. In2007, on completing

his term at AMK, he undertook ayear of research into African microfinance before getting involved

with the creation of Agora. Tanmay holds a Master's in Public Administration from the Flarvard

Kennedy School and an MBA from the Indian Institute of Forest Management.

Irina Ignatieva was a member of the Audit and Finance Comminee during 2012. Irina is the

Microfiiance Advisor for Concern \Torldwide. She has 15 yean of experience with microfinance in

developing cormtr-ies. She has worked extensively wrth mrcrofinance institutions in Crntral and

E"ste- ELop. and Asia as a consuhant and trainer. As a microfinance advisor in Concem, she now

provides ,rrppo* to microfinance prograrns andprograms.witf microfinance comPonents in Africa"

,qri" 
"nd 

th.^Caribbean. Irina holds an EMBA fiom Stockholm School of Economics, and an MA

from St. Petersburg Universiry Russia.

Rakesh Katal is the current Country Director of Concern Zan$ia. He has more than !7.yearc .of
progressive professional experience i" both senior man€emenr and advisoryposition of working with

L"a-g international humanitarian and development organizations. He has a Bachelor of Arts-Degree

in Poftical Science, Public Administration and Sociologyfrom Osmania Univenity, H1'derabad" India.

Glenda Mazakaza is the Chalperson of the Audit and Finance Committee. Glenda holds a degree r1

Business Administration from^the C.opperbeh University and is a Fellow of the fusociation of

Chartered and Grdfied Accountantr. Sh. has held senior positiors in KPMG Zarbia as well as

other public finance companies. She is currently a partner_in Mint Advisgry l._tb:t, a growing

busirreis consultancy firm.^ She brings valuable knowledge of the local financial and HR landscape and

best Practlces.

Douglas Tambulukani is a member of the Remuneration Committee. louglas isa partner for the

legal"firm, Musa Mwenla Advocates, which is one of the leading.law f"t." i" Zarbia. He has

ei.nsi-r. knowledge of Zarrbnnlaw and is valuable resource for the local legal context.

Maluba H. 
'$/akung'uma 

is the C,hief Executive Officer of the Company. Maluba is. a microfinance

professional *ith ovJ. 17 years hands-on experienc.e of managing microfinance operations at different

ie,rels. She has a BA Degree in Development Studies and Public Administration from the Ulivenity

of Zarnbiaand a Diplotri" i" S-"U Br.rsiness Planning and Promotion from New Delhi, India as well

as a certificate in Management of Microfinance from the International Training Gnter of the ILO in

Turin.Italv.

- 1 , 1 -



AC.ORA MICROFINAI.{CE ZAMB IA LIMITE D

DIRECTORS' REPORT

The Directors present their repon on the activities of Agora Microfinance Zarrbia ("AMZ" or "the
C-ompany''), together with the audited financial shtements for the financial par ended 31 December
2012.

Principal activities and developments during the year
The principal activity of the Company is to provide financial services among the nral and urban poor
nZambia. All significant developments during the year have been highlighted above.

The C-ompany
On 7 May 20i0, the Company was incoqporated under the Zarrbnn Companies Act as a private
company limited by shares.

Sharc capital
The totafauthorised number of ordinary shares is 11,OOO,OOO with a par value of K 10,000 per share.
The authorised share capital is split between A class ordinary shares anached to which 1re yoqng
rights and B class ordinary sharei which do not have voting rights. There are 95,000 authorised A
class ordinaryshares and 10,905,000 authorised B class ordinaryshares.

The following movements in issued share capital occurred during the period:

Business address
Agoo Microf inanc e Zarnbia Limited
Plot No. 3807, Olympia
Kwacha Road
Lusaka

At 31December2012

Numberof
A class
shares

At 31 December2)1,l 95,000

Issued during the period

Postal address
Ago ra Microf inance Zarb:a Limited
P O Box 745 Post Net
I\{a.nda Ffll
Lusaka

Numberof
B class
shares

218,775

763,573

Total
K.000

3,1.37,753

7,635,731

95,000 982,348 10,773,484

All issued shares are fullypaid.

On 5 July 20 12, the Company iss ued 313,552 B class shares to MoringawaS an existing shareholder, as

a result of Moringawayexercising the conversion clause in its Ioan agreement.

On 21. December 2012, the Company issued 45O,0OO B class shares to AMNV, a new shareholder, as

a result of AMNV exercising the conversion clause in its loan €reement. Approval of AMNV as a

shareholder was received from the Bank of Zarnbia on 29 Novemb er 2012.

Results and dividends
The Company's results for the W r Ne shown on page 18. The Directors do not proPose that a

dividend be declared in respect of rhe 2012 financial year.

Directors' and secretary
The names of the directors and the secretaryare as follows:

12-



AC.ORA MI CROFINAI{CE ZAMBIA LIMITE D

DIRE CTORS' RE PORT ( continued)

Directors
Rebecca McKenzie - Chairman
Maluba \Wakung'uma - CEO
TanmayChetan
Irina Ingatieva
Rakesh Katal
Glenda Maza\,aza
Douglas Tambulukani (proxy for Musa Mwenye)

C-ompany Secretary
MalubalWakung'uma (resignedlgFebnnry2013)
David Puli"e (appointed 19 February2)1.3)

Directors' rcmunetation
A total of KtO.O million was spenr on directo/s fees during the year Q01.1,:K13.2 million).

Average number and remuneration of employees
Total imployee benefits expense for the year was K 2,243.5 million QAfl: K 1,387.8 million). The

average number of employees throughout rhe year was 35 (2011: 18).

Gifu and donations
There were no gifts or donations made during the yaar (2011: K nil).

Property, plant and equipment and intangible assets
Ad&ions io p.op.rry, plant and equipment and intangible assets are included within Notes 73 and 14

to the financial siatements. In the opinion of the Directors, the fair values of the properry, plant and

equipment and intangible assets 
"ri 

not less than the amount at which they are included in the

financial statements.

Res earch and Development
There was no expenditure incurred for research and development during the period.

Related party transactions
Related parrftransactions during the period consisted of two convertible loan agreements with share

holden. The conversion option in eact agreement was exercised dwing the year. Futher information

on these loan agreements-is included within Note 21 to the financial statements. Additionally, the

remuneration of keymanagement penonnel is also disclosed within Note 21.

Prohibited borrrowings or lendings
There were no prohibited borrowings during the year (2011: K nil)'

Risk management and conuol
AMZ has, ritk -*"gement framework defined in its Business and Strategic Plan which defines the

main risk 
"r.r, 

*d the mitigating strategies. Internal control sFterns are outlined in the

organisation's policies and procedures. As at the 31 December 2Qt2 the following policies were in

Dlace:

i Operations Policy
ii. Human Resource Policy
iii. Intemal Audit Policy
iv. Finance Policy

- Approved
- Approved
- Approved
- Approved

t 3 -



AC.ORA MI CROFINANCE ZAMB IA LIMITE D

DIRE CTORS' REPORT (continued)

C-ompliance function
The Company has a fully functional Internal Audit department, comprising two staff members who
conduct regular inspectiors of Head Office and all branches for compliance with internal policies and
procedures and external requirements. Internal audit reports are reviewed and approved bythe Audit
and Finance Committee of the board. During 2lI2,Intemal Audit performed 5 full audits andT other
reviews.

Know your customer ("I(YC') and money laundering policies
All KYC requirements are conducted by the branch and filed in hard copy at branch level.
Additionally, all potential borrowen are checked using an approved credit reference bureau.

Other material facts, circumstances and events
Two incidences of fraud occurred dwing the par but there was no material loss to the company. Almost
100% of monies involved were recovered and the employees peryetrating said frauds were dismissed

Financial statements
The financial starements set out on pages 19 to 45 have been approved bythe directors.

Auditon
Grant Thornton
5,h Floor Mukuba Pension House
Dedan Kimathi Road
P.O Box 30885
Lusaka, Zarrbia

In accordance with the provisions of the Articles of fusociation of the Company, the auditors, Messrs
Grant Thornton, will retire as auditon of the Company at the forthcoming Annual General Meeting

and, having expressed their willingness to continue in office, a resolution proposing their re-

appointment will be presented at the Annual General Meeting.

Going concem
The G-puny prepares detailed budgets and forecasts for both one )rear and in the form of its

strategic busin* plan up to 2O!5. These forecasts show that the Company will be marginally loss

-"ki"g n 2OI3 and profitable each year thereaker. Accordingly, the Directors have satisfied

themsilnes that the Company will have adequate resources to continue in operational existence for at

least the nexr twelve -ontht and therefore the going concern basis has been used in preparing the

financial statements.

Bv order of the Board

e,t 4g
COMPANY SECRETARY
26Marc,h2013
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AC.ORA MICROFINANICE ZAMBIA LIMITE D

CORI'ORATE GOVE RNAI{CE STATE ME NT

Importance of corporate govemance
aUZ it govemed by the Articles of fusociation as revised on 1 July 2011. The 'Articles' define the

colpoftre governance structure and mandate of directon and senior management. The AMZ Business

and Smategic Plan also outlines in detail the organizational structure which includes the AGM at the aPex

of the strircture, a Board of Directors, an Audit and Finance C-ommittee and a Remuneration and

Nominations Committee.

Boarrd C-ommittees

Audit and Finance Committee

The AFCmet 4 times dnrntg2012.

Membenhip of the Boand's AFC during the par was follows:

GlendaMaaakaza
Rebecca McKenzie
Irina Ignatieva
TanmayChetan
Maluba H \Takung'uma

TanmayChetan
Rebecca McKenzie
Douglas Tambulukani

Chairpenon
Member
Member
Member
Member

Chairperson
Member
Member

(resigned 13 December 2012)
(appointed 13 Decembe r 20L2)

Remuneration and Nominations Commiaee

At its meeting in October 2072, the Board resolved to constitute the RNC with initial membership as

follows:

Management Committees
In Odober 2O!2, the Board approved the terms of reference for the fuset and Liability Managgment

Comminee ('ALCO'). The members of this Committee (all ex officrd a.re as follows: the CEO, the

P.p*ry 
CEO, the CFO *d the Flead of Accounts. The Flead of Operations attends meetings by

mvrtatron.

- t 5 -



AGORA MICROFINANCE ZAMBIA LIMITED

STATEMENT OF DIRECTORSI RESPONSIBILITIES

Companies Act and the Banking and Financial Services Act require the Directors to prePare financial

statements for each financial yel which go, ^ true and fair view of the financial position of Agora

Mcrofinance Zarrhialimited and of its financial performance and its cash flows for the year then ended'

In prepating such financial statements, the Directors are responsible for:

. designing, implementing and maintaining internal control relwant to the preparation and fatr

pr.rlrrtulon of n r*af ttatements that are ftee ftom mateial misstatement urhether due to fraud

of effof;

. selecting appropriate accounting policies and applying them consistendy;

. making judgements and accounting estimates that are teasonable in the circumstances; and

. preparing the financial statemeflts in accordance with the applicable financial reporting ftamewodq

^a'o' the goirrg concem basis unless it is inappropdate to presune that the company will continue

in business.

The Dfuectors are responsible for keeplng proper

raud and other irreguladties'

The Board of Directors confirm that in their opinion:

(r) the financial statements give a true and fair view of the financial position of Agota Microfinance

Za,,._rbialimited as of 31 December 2012, and of its financial perfornance and its cash flows for

the yeat then ende{

at the date of this satement there are reasonable grounds to believe that the comPany rvill be able

to pay its debts as and when these fall due; and

G) the finan.ial satements are drawn up in accordance with Intemational Financial Reporting

Sandards.

This sAtement is made in accordance with a tesolution of the Board of Directots'

Signed atLusaka on 76 March2013

o)

T(c-horitie-

- 1 , 6 -

Director
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GrantThornton

GrantThornton

5th Floor Mukuba Pension House
Dedan Kimathi Road
P0 Box 30885
Lusaka, Zambia
r +260 (211\227722-8
F +260 (211\223774
E gt@gt mm.zm

REPORT OF THE INDEPENDENT AI.IDITORS TO THE MEMBERS OF AGORA
MI CROFINAI{CE ZAIVIB IA LIMITE D

Report on the Financial Statements
tWe have audited the accompanyng financial statements of Agora Microfinance Zatrbia. Limite4 which
comprise the statement of financial position as at 31 December 2012, the statement of comprehensive
income, statement of changes in equity and statement of cash flows for the year then ended" and a
summary of significant accounting policies and other explanatory notes.

Dire ctors' re s pons ibility for the financ ial stateme nts
As described on page 16, directors are resporsible for the preparation and fair presentation of these
financial statements in accordance with Intemational Financial Reporting Standards, and for such internal
control as management determines is necessaryto enable the preparation of financiai statements that are
free from material misstatement, whether due to fraud or error.

Auditor"s Re spons ibility
Our responsibility is to express an opinion on these financial statements based on our audit. tVe

conducted our audit in accordance with International Standards on Auditing. Those standards require that
we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement. An audit involves performing
orocedures to obtain audit evidence about the amounts and discloswes in the financial statements. The
procedures selected depend on the auditor's judgement, including the assessment of the risls of material
-isstatement of the financial statements, whether due to fraud or eror. In making those risk
assessments, tle auditor considers internal control relevant to the entity's preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
lit ..mstatr..s, but not for the pu{pose of expressing an opinion on the effectiveness of the effiqy's
internal control. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

'$ile 
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for

our audit opinion.

Prtnets

Edgm Hamuwele (lvl-ugtog)

Christophet Mulenga

Victot Mweene

Morgan Macheleta

Wesley Beene

Rodia Musonda

Chartered Accountants

Zambian Member of Grant Thornton International

1 7 -



REPORT OF THE INDEPENDENT AUDITORS TO THE MEMBERS OF AGORA
MICROFINAD{CE ZAIVIBIA LIMITE D

Opinion
In our opinion, the financial statements give a true and fair view of the financial position of Agora
Microfinance Zarrbia Limited as at 31 December 2012, and of its financial performance and its cash
flows for the par then ended in accordance with Internationd Financial Reponing Standards.

Report on Odrer Le gal and Re gulatory Requirements
In our opinion, the financial statements of Agora Microfinance Zarnbia Limited as of 31 December 2012
have been properly prepared in accordance with the Companies Act 1994 and the Bankng and Financial
Services A6 1994, and tlre accounting and other reconds and registers have been properly lapt in

-  1 8 -



AC'ORA MICROFINAINCE ZAI\,IBIA LIMITE D

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 3I DECEMBER 2012

Notes

5
6

Year to
3l December

2012
K'000

3,380,210
(4r9,r87)

2,961,023

(184,163)

2,776,860

693,212

(43,697)
155,302

(4,455,64r)

(873,964)

283,994

_ (589,970)

Yearto
3l December

20ll
K.000

1,074,085
(182,470)

891,615

(8,23s)

883,380

273,998

(r7,787)
46

Q,372,29t)

(1232,654)

441,249

___!2r,4os)_

Interest income
Interest expense

Net interest income

Impairment losses on loans and advances

Net interest income after impairment
losses on loans and advances

Fee and commission income

Foreign exchange loss
Ofier operating income
Operating expenses

Loss before income tax

Income ta:< credit

Toal comprehensive loss forthe year

10

1 9 -



AGORA MICROFINANCE ZAMBIA LIMITED

STATEMENT OF FINANCIAL POSITION - 3l DECEMBER 2012

3l December
20n

K'000
ASSETS
Cash and cash equivalents

Loans and advances to customefs

Property and equipment

Intangible assets
Deferred income tax assets

Other assets

Total assets

LtrABILITIES
Other liabilities
Borrowings
Total Liabilities

SHAREHOLDERS' EQUITY
Share capital
Retained eamings
Total shateholderc' equitY

Total equity and liabilities

379.774

15,658,698

1,808,380
5,077,306
61825,686

19 1.0,773,484
(1,,940,472\

8,833,012

15,658,698

3l December
20ll

K'000

826,417
3,607,759

550,486
1.45,049
738,373
622,987

6,4851065

903,81,4
3,794,000
4,697,814

3,137,753
(1,350,502)

1,787,251

6,485,065

Notes

11,
1.2
7 3
74
1 5
1 6

4,438,804
9,139,258

569,205
108,828

1,022,829

t7
1 8

The Frnancial statements on pages 18 to 4z\r/efe aPpfoved for issue by the Board of Directors on

)J March2013 and signed on its behalf by:

Director

V-l i .,/=9
Company Secretary

Chaitman

- 1 9 -



AC.ORA MICROFINAI\CE ZAI\4BIA LIMITE D

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2012

Notes

950,000
2,0t3,360

174,393

Contributions
by shartholden

174,393

(r74,393)

Reained
earnings

(559,097)

Total

56s296
2,013,360

Share
capital

Yearended 3l December
20ll
At 1January2011
Issued dwing the year
Transferred during the year
Comprehersive loss for the
year

At 31 December2}Il

Yearended 3l December
2012
Arllnrnry2}t2
Issued dwing the par
Transferred during the year
Comprehensive loss for the
war

At 31 December2}l2

t9
19,20

L9
L9,20

3,L37,753

(791,405) (79t,405)

(1,350,502) 7,787 25r

3,137,753
7,635,73r

(1,350,502) 1,787,251
-- 7,635,731_

(559,970) (s89,970)

r0,773,484 72 8,833,012

21



AGORA MICROFINAINCE ZAMBIA LIMITED

STATEMENT OF CASH FLO\rS
FOR THE YEAR ENDED 31 DECEMBER 2012

C-ash flows fiom operating activities
Loss forthe year before tar(ation
Depreciation

Cash outflow from operating activities before
changes in operating assets and liabilities

Changes in operating assets and liabilities
- loars and advances
- other assets
- other liabilities

Net cash used in operating activities

C-ash flows from investing activities
Purchase of property and equipment
Purchase of intangibles

Net cash used in investing activities

C-ash flows from financing activities
Issue of Class A voting sharcs
Issue of Class B non-voting shares
C.ontributions by s hareholders
Proceeds from borrowings

Net cash generated by financing activities

Net increase in cash and cash equivalents

C-ash and cash equivalents at start of period

C-ash and cash equivalents at end of period

Reprcsented by:
Gsh and cash equivalents

Yearto
3l December

2012
K.000

(873,964)
262,444

Yearto
3l December

20tl
K.000

(t232,654)
88,258

(r,L43,896)

(5,001,246)

(61r,520)

(5,537,499)
243,207
904,566

(3,60r,759)
(607,507)

867,60r

(4,485,561)

(567,019)
(145,130)

(712,149)

2,187,753
(174,393)
3,794,000

Q22,LL5)
Q3,289)

(245,404)

7,635,731

L,223,306

8,859,037

3,612,387

826,417

4,438,804

4,438,804

5,807,360

609,650

216,767

826,417

826,417

- 22-



AC,ORA MI CROFINAI{CE ZAMB IA LIMITE D

NOTES TO THE FINANCIAL STATEMENTS - 3l DECEMBER 2OU

1. General information
The Company is incolporated n Zartbia under the Companies Act as a Company Limited by
shares, and is domiciled in Zarbia. The address of its registered office is:

P.O. Box T45PosrNet Manda Flill
Plot No. 3807, Kwacha Road
Olympia
Lusaka

The principal activity of the company is to provide financial services among the mral and urban
poor in Zarrbia.

2 Summary of significant accounting policies
The principal accounting policies adopted in the preparation of these financial statements are set
out below These policieJ harre been ionsistently applied to all yean presented, unless otherwise
stated.

(a) Basis of preparation
The financial sraremenrs are prepared in compliance with International Financial Reporting
Standards [FRS). The financial statements are presented in accordance with IAS 1
"presentation of financial statements" (Revised 2007). The company has elected to Present
tf,e "statement of comprehensive Income" in one statement namely "Statement of
Comprehensive Income". Th. -."r*.ment basis applied is the historical cost basis, except
wheri otherwise stated in the accounting policies below. The financial statements are
presented nZambiaKwacha (K), rowrded to the nearest thousand.

The preparation of financial statements in
estimates and assumptions. It also requires r
process of applying the Company's accounting
of judgement or complexiry or where assur
financial statements, are disclosed in note 4.

Future accounting developments

fu at 3l December 2OI2 the following accounting standards issued by the IASB were

applicable ro the Company. These are effective on l January 2013, unless otherwise
indicated:

. IFRS 13 Fair Vahrc Measwvrert This provides comprehensive guidance on how to
calculate the fair value of financial and non-financial assets and liabilities. It is not
expected to have a material impact on the Company's financial statements; and

. I1S 32 and IFRS 7 Amendrrrents: $ening Fhancial Assas nd Filwrcial Liaklitis. The
circumstances in which nening is permitted have been clarified and disclosures on
offseuing have been considerablyexpanded. The amendments on offsening are effective
from 1 January 2074 and those on disclosures from I Jaruary 20t3.

In 2OO9 and 2OlO. the IASB issued IFRS 9 Firwrrial htruner* which contains new
requirements for accounting for financial assets and liabilities and will contain new
..q.,.i..-.nts for impairment and hedge accounting, .replacing the corresponding
r.q,rir.-.nts in IAS 39. The keychanges issued and proposed relate to:

. Financial assets. Financial assets will be held at either fair value or amofiised cost, excePt
for equity investments not held for trading and certain eligible debt instruments, which
may be held at fair value through other comprehensive income;

23-



AC.ORA MICROFINANCE ZAMBIA LIMITED

NOTES TO THE FINANICIAL STATEMENTS - 31 DECEMBER 2012 (CONTINUED)

2. Summary of significant accounting policies (continued)

. Financial liabilities. Gains and losses on fair value changes in own credit arising on non-
derivative financial liabilities designated at fall. value through profit or loss will be
excluded from the Income Statement and instead taken to other comprehensive income;

. Impairment. C-redit losses expected (rather than only losses incurred in the year) on
loans, debt securities and loan commitments not held at fair value through profit or loss
will be reflected in impairment allowances; and

. Hedge accounting. Hedge accounting will be more closely aligned with financial risk
man€ement.

Adoption is not mandatory until periods beginning on or after L January 2015. At this stage,
it is not possible to determine the potential financial impacts of adoption on the Company.

In addition, the IASB has indicated that it will issue a new standard on accounting for leases.
Under the proposals, lessees would be required to recognise assets and liabilities arising from
both operating and finance leases on the balance sheet. The IASB also plars to issue new
standards on irsurance contracts and revenue recognition. The Company will consider the
financial impacts of these new standards as they are finalised.

Interest income and expense

Interest income and expense for all interest-bearing financial instruments are recognised
within 'interest income' or 'interest expense' in the statement of comprehensive income
using the effective interest method.

For loans originated by the Company, where the interest is calculated on a daily basis by
applyng contracted interest rate to the loan amount, the interest is effected on the total
amount before deduction of processing fees and cash collateral

The recognition of interest ceases vrhen pa).rnent of interest or principal is overdue for more
than 30 days or when a client has died. Interest is included in income thereafter onlywhen it
s recerveo.

Fees and commission income

Fees and commissions are deducted from the loan amount upon disbursement and therefore
do not accrue.

Translation of foreign cunencies

(r) Functional and presentation currency

Items included in the financial statements are measured using the currency of the
primary economic environment in which the entity opefiItes (the "functional currency'').
The financial shtements are presented in Kwacha f'K") which is the Company's
functional curency.

On 1January2013 the Zarrbian cwrencywas rebased such that L new kwacha : 1,000
old lcwacha. Since these financial statements are for the year ended 31 December 2012,
prior to rebasing, they are presented in "old' Kwacha.

(b)

(.)

(d)

- 2 4 -



AC.ORA MICROFINA}{CE ZAMBIA LIMITE D

NOTES TO THE FINA}{CIAL STATEMENTS - 31 DECEMBER 2012 (CONTINTIED)

2. Summary of significant accounting policies (continued)

(ii) Transactions and balances

Foreign curency transactions are translated into the functional currency using the
exchange rates prevailing at the dates of the transactions. Foreign exchange gains and
losses resulting from the settlement of such ransactions and from the translation at
year-end exchange r."t.: . of , monetary assets and .liabiiities denominated in foreign
currencres are recognised in the statement of comprehensive income.

(e) Financial assets

The Companyclassifies its financial assets into the following categories: loans and advances
and other receivables. Management determines the appropriate classification of its financial
assets at initial recognition.

Loans and advances and other receivables
Loans and advances and other receivables are non-derivative financial assets with fixed or
determinable Davrnents that are not quorcd in an active market. Loans and advances and
other receivabler are carried at amortised cost using the effective interest method. Interest
calculated using the effective interest method is recognised in the statement of
comprehensive income.

Financial assets are derecognised when the rights to receive cash flows from the financial
asse6 have expired or where the Company has transferred substantially all risks and rewards
of ownenhip.

Impairment of financial assets

The Company assesses at each reporting date whether there is objective evidence that a
financial asset or a group of financial assets is impaired. A financial asset or a group of
financial assets is impaired and impairment losses are incurred only if there is objective
evidence of impairment as a result of one or more events that occurred after initial
recognition of the asset (a'loss event) and that loss event (or evtnts) hT * impact on the
estimated future cash flows of the financial asset or group of financial assets that can be
reliably estimated. Objective evidence that a financial asset or group of assets is lmpaired
includes observable da:a that comes to the attention of the Company about the following
Ioss events:

") 
significant financial difficulryof the borrower;

b) a breach of contract, such as default or delinquencyin interest or principal repayments;
c) the Company grarring to the borrower, for economic or legal reasons_ relatng to the

bo.roweis financial difficuhy, a concession that the Company would not otherwise
consideq

d) it becoming probable that the borrower will enter banlruptcy or other financial
reorgarusauon;

e) the 
-disappe 

arance of an active market for that financial asset because of financial
difficulties;or

0 observable data indicating that there is a measurable decrease in the estimated future
cash flows from a group of financial assets since the initial recognition of those assets,
akhough the.decrexe cannot yet be identified with the individual financial assets in the
group' rncluding:

- adverse changes in the payment status of borrowers in the group; or

- 2 5 -



AC.ORA MICROFINAI\CE ZAMB IA LIMITE D

NOTES TO THE FTNANCTAL STATEMENTS - 31 DECEMBER 2012 (CONTTNUED)

2. Summary of significant accounting policies (continued)

- national or local economic conditions that correlate with defaults on the assets in
the group.

The estimated period berween a loss occurring and its identification is determined by
management for each identified portfolio. In general, the periods used vary between 1
month and 3 months.

Assets carried at amortised cost
The Company first assesses whether objective evidence of impairment exists individually for
financial assets that are individually significant, and individually or collectively for financial
asse6 that are not individually significant. If the Company determines that no objective
evidence of impairment exists for an individually assessed financial asseq whether significant
or not, it includes the asset in a group of financial assets with similar credit risk
characteristics and collectively assesses them for impairment. Assets that are individually
assessed for impairment and for which an impairment loss is or continues to be recognised
are not included in a collective assessment of impairment.

If there is objective evidence that an impairment loss on financial assets carried at amortised
cost has been incurred. the amount of the loss is measured as the difference berween the
asset's carrying amount and the present value of esdmated futr.re cash flows (excluding
future credit losses that have not been incured) discounted at the financial instrument's
original effective interest rxe. The carrlnng amount of the asset is reduced through the use
of an allowance account and the amount of the loss is recognised in the statement of
comprehersive income.

For the pu{poses of a collective evaluation of impairment, financial assets are grouped on
the basis of similar credit risk characteristics (i.e. on the basis of the Company's grading
process that considers asset type, industry, geographical location, collateral ryPe, Past-due
itatus and other relevant facton). Those characteristics are relevant to the estimation of
future cash flows for groups of such assets bybeing indicative of the debton'abiJftyto pay
all amounts due according to the contractual terms of the assets being evaluated.

Future cash flows in a group of financial assem that are collectively evaluated for impairment
are estimated on the basis of the contractual cash flows of the assets in the group and
historical loss experience for assets with credit risk characteristics similar to those in the
group. Historical loss experience is adjusted on the basis of current observable data to
reflect the effects of current conditiors that did not affect the period on which the historical
loss exoerience is based and to remove the effects of conditions in the historical period that
do notixist currently.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can
be related objectivelyto an event occurring after the impairment was recognised (such as an
improvement in the debtor's credit rating), the previously recognised impairment loss is
reversed by adjusting the allowance account. The amount of the reversal is recognised in the
statement of comprehensive income.

tWhen a loan is uncollectible, it is wrinen off against the related provision for loan
impairment. Such loans are written off aker all the necessafF procedures have been
completed and rhe amount of the loss has been determined. S,rbt.q.t ttt recover-ies of
aqtounts previously writcen off are recognised in the statement of comprehensive income as
ot-rrer rncome.

- 2 6 -



AGORA MICROFINAI{CE ZA}48 IA LIMITE D

NOTES TO THE FTNANCTAL STATEMENTS - 3l DECEMBER 2012 (CONTTNUED)

2. Summary of significant accounting policies (continued)

Property and equipment

All propeny and equipment is stated at historical co$ less depreciation. Historical cost
includes expenditure that is direcdy attributable to the acquisition of these assets.

Subsequent expenditures are included in the asset's carrytng amo\rnt or are recognised as
a separde asset, as appropriate, only when it is probable that future economic benefits
associated with the item will flow to the Company and the cost of the item can be
measured reliably. The carrying amount of the replaced part is derecognised. All other
repair and maintenance costs are charged to 'operating expenses' during the period in
which they are incurred.

Depreciation on other assets is calculated on the straight line basis to write down their
cost to their residual values over their estimated useful lives, as follows:

Fixtures, finings and equipment 4 - 5 yean
Motorvehicles 3 - 4 years
Computer equipment 4 ;re*

The assets' residual values and useful lives are reviewed and adjusted if appropriate, at
each reportingdate.

The Company assesses at each reporting date whether there ir *y indication that arry
item of propeny and equipment is impaired.If xry such indication exists, the Company
estimates the recoverable amount of the relevant assets. An impairment loss is
recognised for the amount by which the asset's carrying amount exceeds its recoverable
amounr. The recoverable amount is the higher of an asset's fair value less costs to sell
and value in use. For the purposes of assessing impairment, assets are grouped at the
lowest levels for which there are separately identifiable cash flows (cash-generating
,-itr).

Gains and losses on disposal of property and equipment are determined by reference to
their carrying amount and are taken into account in determining operating profit.

Intangible assets

Acquired computer software licences are capitaiised on the basis of the costs incr.rrred to
acquire and bring to use rhe specific software. These costs are amortised over their
estimated useful lives (three to five y€arc). Costs associated with maintaining computer
software prograrnmes are recognised as an expense as incurred.

Income tax

The tax credit for the period comprises cun'ent and defeffed income ta"r. Ta< is
recognised in the statement of comprehensive income except to the extent that it relates
to items recognised in other comprehensive income or directlyin equiry. In this case the
mx is also recognised in other comprehensive income or directly in equity respectively.

Current income tax is the amount of income tax payaple on the taxable profit for the

lear determined in accordance with the relevant tax legislation. The crurent income tax
charge.is calculated on the basis of the tax enucted*o, substantively enackd at the
rePorung date.

(0

(g)

(h)

- 2 7 -



AC.ORA MICROFINAI{CE ZAMB IA LIMITE D

NOTES TO THE FINAi\CIAL STATEMENTS - 31 DECEMBER 20U (CONTINUED)

2. Summary of significant accounting policies (continued)

Deferred income tax is recognised, using the liability method, on temporary differences

"riri"g 
between the tax bases of 

"rs.tt "ttd 
liabilities and their caffytng amounts in the

flnanJid srarements. However, the deferred income tur is not accounted for if it arises

from the initial recognition of an asset or liabiliry in a transaction other than a business

combination that at"the time of the trarsaction affects neither accounting nor taxable

profit or loss. Deferred income tax is determined using tax rates (and laws)that have

t..n .n""t.d or substantively enacted at the reponing date and are expe-cted 1o apply

when the related deferred income tax liabiliry is semled or the related deferred income

tax asset is realised.

Deferred income tax assets are recognised only to the extent that it-is probable that

future taxable profits will be arr"ilable against which temporary differences can be

utilised.

(i) C-ash and cash equivalents

Gsh and cash equivalents include cash in hand and deposits held at call with bant{s.

0) Bonowings

Borrowings are recognised initially at fatr value, being their issue proceeds (fair value of

.orrsid.oiion receirrEd) net of ftansaction costs incurred. The cost of trarsaction is

borne bythe remitter and not included in the loan value'

(k) Employee benefits

The Company did not have employee gratuities that accrued during the period.

Employeei are paid performance based incintives irstead. Flowever, all employees are

memben of the National Pension Scheme Authority to which both emplolrees and the

Company contribure. Obligations for contributiors are recognised as an exPense r1thl

statemenr of compreh.*ii. income in the periods during *hich sewices are rendered

byemplopes.

There are no expeckd gratuitypayments are per employee contracts of emplo;''rnent'

(l) Share capital

Ord.inary shares are classified as 'share caphrrl in equiry. Any Preyuum received over and

above the par value of the shares is classified as 'share premium' in eqruty.

The company issues 2 types of ordinary shares: Class A shares with voting rights and

Class B shares with no voting rights.

(-) Dividends payable

The company's shareholders do not expect to derive any dividelds for the nexJ- 2'3

years as p.r itt articles of association. 
^lVt.r 

that, the p9I"y Y4l p. reviewed on the

6asis of th. p.rfo**ce of AIvIZ and its continued need for additional capital. There

were no dividends to declare :ri'2012 (2011 - nil)'

Dividends on ordinary shares are charged to equity in the period i" -lti.h $ey arg

declared. Proposed a"ia."ar are sho*n as a- separate comPonent of equiry until

declared.
- 2 8 -



AC.ORA MI CROF INANICE ZAMB IA LIMITE D

NOTES TO THE FINA|{CIAL STATEMENTS - 31 DECEMBER 2012 (CONTINUED)

3. Financial risk management

The Company's activities exPose it to a vr
the analysis, evaluation, accePtance and m
of risls. Taking risk is core to the Com
inevitable consequence of being in busine
appropriate balance between risk and ret
f inancial perf ormance.

Risk managemenr is carried out by the Audit and Finance Committee, under. policies

approved bly the Board of Directors. The Comminee identifies, evaluates and hedges

financial risk in close cooperation with the operating units. The Board.provides wrinen

principles for overall risk management, as *.[ us wrinen policies :_o].ti"F,tPecific areas

r".h * interesr rate risk utrd cre& risk The most important types of financial risk affecting

the Company are credit ris[ liquidiry risk and market risk (including cwrency and interest

rate risk).

(a) Credit risk

The Company tales on exposure to credit rish which is the risk thT.? cgunte.{Parry will

cause a ti"*iid loss to the Company by failing to pay amounts in full when due. C,redit

risk is the most important rislrfoi tlie Companys business: Tanaggmery therefore

carefully manages th. ."por*. to credit risk The \<ey area where the Company is

exposed to credit risk is through loans and advances to customers.

The Company srru*ures the level of credit risk it undertakes by.placing limits on.the

amounr oi *t accepted in relation to one borrower, or groups of borrowers. Srrch risls

are monirored and^subject to frequent review. Limits on the level of credit risk.by

product are approved'by management and the Board of Directon. Other specific

iontrol and miiigation measures are outlined below

C-,ollateral and other cr''edit enhancements
The Company requires cusromers to deposit cash collateral when taking out a loan. This

.rrh .oll"t.ol is auto-deducted from the loun upon disbursement. The cash collateral

amounr is a percentage of the loan amount whiih varies according to the loan product

as follows:

End of Term loan;
Flexi 1 loan:
Flexi 2 loan:
Credit Line:
Emergency Ioan:

7o/o
l0o/o
1.5o/o
I0o/o
Nil

Loans are disbursed under the Solidarity Gr
Banks ('VB'). \X/ithin a VB there are 5-10
5-10 individual borrowers. All borrowers
borrowings of the entfue VB and the collatt
against anyloan from that VB.

,'o



AGORA MICROFINANCE ZAMBIA LIMITE D

NOTES TO THE FINANICIAL STATEMENTS - 3l DECEMBER 2012 (CONTINUED)

3. Financial risk management (continued)

Maximum exposure to credit risk
The table below present's the Company's
taking account of xry collateral and credit
sheet financial assets.

maximum exposure to credit risb before
risk mitigation, arising from its on-balance

Cash and cash equivalents
Loans and advances to crrstomers
Other assets

3l December
2012

K,000

4,438,804
9,1.39,258

379,774

3l December
2011

K.000

826,417
3,601,759

622,981.

13,957,836 5,051,1.57

The exposures set out above are based on carrying amounts as reported in the statement
of financial position. 65.5o/o of the total maximum exposure is derived from loans and
advances ro customen QOIL:7I.3o/o). Loans and advances to customers, are secured by
cash collateral held with AMZ until and upon completion of the loan andlor mutual
guaranrees (for group loan$. fu at 31 December 2012 the value of cash collateral held
was K 1,349 million QILI:K493 million).

Management is con-fident in its ability to continue to control and sustain minimal
."por* of credit risk to the Company resuhing from its loan and advances portfolio
based on the following:

. the Company exercises stringent controls over the granting of new loars;

. 96.2o/o of the loans and advances portfolio are neither past due nor impaired;

. 1OO% of the loans and advances portfolio are backed by cash collateral and
mutual guarantees.

Financial assets that are past due or impaircd
Loans and advances are summar-ised as follows:

Neither past due nor impaired
Past due but not impaired 1.-29 days
Past due but not impaired 30-59 dap
Past due but not impaired 60-89 dap
Past due but not impaired 90-1,19 days
Past due >120 days
Gross
Less: allowance for impairment

3l December
2012

K,000

8,938,350
225,845
37,446
8,598

42,790
17,927

3l December
2011

K.000

3,593,874
8,727
I,623
7  7 )q

378
1.,667

3,609,994
(8,235)

9,270,956
(131,698)

9,1,39,258

No other financial assets are either past due or impaired.

J U -

3,601,759



AGORA MICROFINAI..{CE ZAIVIBIA LIMITE D

NOTES TO THE FTNANCTAL STATEMENTS - 31 DECEMBER2}I2 (CONTINUED)

3. Financial risk management (continued)

Loans and advances less than 120 days past due are not considered i-p"io4 unless
other information is available to indicate the contrary. Flowever, all loans are assessed
for impairment on a collective basis. Collectivelyassessed provisions are considered on a
portfolio basis, to reflect the homogeneous nature of the assets. A percentage of the
porfolio is impaired by evaluating the ageing of missed payments combined with the
historical recovery rates for that parcicular portfolio. The gross impaired loans are
quoted without taking account of any collateral or securiry held" which could reduce the
potential loss.

C-oncentations of risk of financial assets with crrdit risk exposure

Industrysector risk concentrations within the customer loan porrfolio was as follows:

Agriculture and allied
Manufacturing, mining and production
Trade and services
Other

3l December
2012

K.000

4,534,757
40,127

4,615,980
80,092

3l December
20ll

K.000

t,369,642
64,376

2,150,408
26,568

9,270,956 3,609,99+

(b) Liquidity risk

Liquidfuy risk is the risk that the Company is unable to meet its payment obligations
assbciated with its financial liabilities as they fall due or is unable to replace funds when
they are withdrawn.

The following table presenu the contractual maturities of the Compan/s financial
liabilities on an undiscounted cash flow basis.

On demand Less than 3 Morc than 3

months montfu but not

more than l year

K.000

Morc than 1 Toal

year

K.000 K,000

31December2012

Other liabilities
Borrowings

3l December20ll

Other liabilities
Borrowings

K,000 K.000

489,t48 r,3r9232 - 1,808,380
40,373 1,149,563 3,827,370 5,0y,306

529,52t 2,468,795 3,827,370 6,825,686

414,354 23,016 465,659 785 903,814
500,000 3294,000 3,794,000

414,354 23,016 965,659 3,294,785 4,697,814

- 3 1 -



AC.ORA MICROFINAI{CE ZAMBIA LIMITE D

NOTES TO THE FINAI\CrAL STATEMENTS - 31 DECEMBER 2012 (CONTTNUED)

3. Financial risk management (continued)

(c) Mar{ret risk

Market risk is the risk that changes in marlret prices, which include currency exchange
rates and interest rates, will affect the fair value or future cash flows of a financial
irutrument. Market risk arises from open positions in interest rates and foreign
currencies, both of which are exposed to general and specific market movements and
changes in the level of volatility. The objective of market risk management is to man€e
and control market risk exposures within acceptable limits, while optimising the return
on risk Overall responsibilityfor managing market risk rests with the Audit and Finance
Comminee. Management is responsible for the development of detailed risk
management policies andforthe dayto dayimplementation of those policies.

Currency risk
The Company has material cun:ency assets and liabilities resuhing from its funding
structure whereby it sometimes obtains US$ denominated loans as financing. The
Company maintains US$ assets to match these liabilities as long as possible, although at
this start up stage of operations, the Company's requirement for Kwacha means that it
translates the majority of these US$ balances into Kwacha in order to fund the
expansion of its loan porrfolio. As the Company expands it anticipates developing its
hedging strategy.

The nble below summarjses the C-ompany's exposure to US$ exchange rate risk at 31
December:

3l December
2012

K.000

61r,656

3l December
20lr

K,000

500,000

Assets
Cash and cash equivalents
Other receivables

Liabilities
Other liabilities
Borrowings

Net on-balance sheet position

149,434 500,000
552,186

(89,964)

Based on the Company's year end net assets denominated in US$ the impact of a !0o/o
srrenghening or weakening of the Kwacha would resuh in a gatn or loss of K 9 million
(2011.2 K 

"il).

Intenest rate risk

The Companytakes on exposure to the effects of fluctuations in the prevailing levels of
market interest rates. Interest maryins may increase or decrease as a result of such
changes. The table below summar-ises the C-ompany's e4posure to interest rate risk at 31
Decemben

- 3 2 -



AC.ORA MI CROFINAT\CE ZAMB IA LIMITE D

NOTES TO THE FINAI{CIAL STATEMENTS - 3l DECEMBER 2012 (CONTTNUED)

3. Financial risk management (continued)

Up to l month

3l December2Ql2
Assets
Loans and advances to
customers

Liabilities
Borrowings

3l December20lL
Assets
Loans andadvances to
customers

Liabilities
Borrowings

K.000

More than 3

months but not

more than l year

K,000

486.1,14 322,2r0 8,462,632

More than 1

month but not

more than 3

montls

K.000

Morc than 1

year

K.000

Total

K.000

9,270,956

40,373 1,,973,556 511,813 2,491,564 5,017,306

26.206 168.522 3,409,51,6 5,750 3,609,994

500,000 3,294,000 3,794,000

The matching and controlled mismatching of the maturities and interest rates of assets
and liabilities is fundamental to the management of the Company. It is unusual for
financial institutiors ever to be completely matched since business transacted is often of
uncertain terms and of different rypes. An unmatched position poteffially enhances
profitability but can also increase the risk of losses.

(d) C-apital management

The Company's objectives when managing capital, which is a broader concept than the
'equity' on the statement of financial position, are:

. ro comply with the capital requirements set by the Banking and Financial
Services Act;

. ro safeguard the Com.pany's abilityto co.ntinge g a going. concern, so that it can
conrrnue ro provide returns for shareholden and benefits for other
stakeholden;and

. ro maintain a strong capital base to support the development of its business.

Capital adequacy and use of regulatory capital are monitored regularly by management,
employng iechniques tased o3 th: guidelines it:y.4 !l tb. Bank of Zamba for
superv$ory purposes. The required information is filed with the Bank of Zxnbia on a
quanerly basis. The Companyis required to maintain a minimum capital of the higher of
K25 million and l5o/o of the riskwetght.d assets.

The Bank of Zambia requires each Microfinance Institution (I/FD, including the
Company, to: (a) hold the minimum level of regulatory capital' of the higher of K25
million and l5o/o of the risk weighted assets; (b) maintain a ratio of total regulatory
capital ro the risk-weighted assets plus risk-weighted off-balance sheet assets (the 'Basel

raiio) 
"t 

or above the required minimum of l0o/o; (c) maintain primary or tier 1 capital
of not less than 5o/o of total risk weighted assets; and (d) maintain total capital of not less
than LOo/o of riskweighted assets plus risk-weighted off-balance sheet items.

3 3 -



AGORA MICROFINAI{CE ZAIVIB IA LIMITE D

NOTES TO THE FINANICIAL STATEMENTS - 3l DECEMBER 2012 (CONTTNTTED)

3. Financial risk management (continued)

The Company's total regulatorycapital is divided into two tiers:

. Tier 1 capital (primary capital): common shareholden' equity, qualifying preferred
shares, retained eamings and minoriry interests in the equity of subsidiaries that arr
less than whollyowned.

. Tier 2 capital (secondary): qualifying preferred shares, 40o/o of revaluation reserves,
subordinate term debt or loan stock with a minimum original term of maturiry of
over five pars (subject to straight line amortisation during the last five years leaving
no more than 20o/o or the original amount outstanding in the final year before
redemption) and other capital instruments which the Bank of Za;rbia may allow.
The maximum amount of secondarycapital is limited to 100o/o of primarycapital.

Risk weighted assets are measured by means of a hierarchy of four risk weights classified
according to the nature of - and reflecting an estimate of the credit risk associated with
- each asset and counterparty.

The table below summarises the composition of regulatory capital, totd risk weighted
assets and the relevant ratios forthe Companyas at 31 December2012 and 2011:

3l December
2012

K.000

8,648,841

3l December
20ll

K,000

t,623,802_
Capital
Tier 1 capital
Tier 2 capiral.
Total

Risk-weighted assets
On-balance sheet
Off-balance sheet
Total

Basel r:atio
Tier 1 (regulatoryminimum: 5%)
Tier 1 + Tier 2 (regulatoryminimum: 10olo)

8,648,841

t0,755,980

1,623,902

4,388,430

70,755,980

80.4%
80.4o/o

4,388,430

37.0o/o
37.0o/o

3 4 -



AC.ORA MICROFINAb{CE ZA}IBIA LIMITED

NOTES TO THE FrNAI',{CIAL STATEMENTS - 31 DECEMBER 2012 (CONTINUED)

3. Financial risk management (continued)

The following tables shows the computation of both the capital position of the Company
and its risk-weighted assets:

Computation of capial position

Primary (Tier 1) capital
Paid up common shares
Retained eamings

kss
Intangible assets
Other adjustments

Toal primary capital

Secondary (Tier 2) capital

Eligible total regulatory capial

Minimum total capial requirement

Excess capital

Calculation of risk- weighted as sets

Cash and cash equivalents
- on hand
- at bank
Loans and advances to customers
- ponion securred bycash
- other
Properryand equipment
Intangible assets
Deferred income ta:( asset
Other assets
Total risk weighted assets

3l December2012
Balance (net Risk-
of allowance weighted

3l December
2012

K.000

r0,773,484
(r,940,472)

(108,828)
(75,343)

3l December
20tl

K.000

3,r37,753
(1,350,502)

(145,049)
(18,400)

7,623,802

r,623,902

746,033

877,769

assets
K,000

88s111

7,790,133
s69205
108,828

1,022,829
379,774

8,648,841

8,648,841

1,613,397

7,035,444

Risk
weight

QYo
20o/o

0o/o
100o/o
100o/o
100o/o
100o/o
I00o/o

for losses)
K,000

t2,750
4,426,054

1,349,125
7,790,133

569,205
108,828

r,022,829
379,774

3 5 -

15,658,698 r0,755,980



AC.ORA MICROFINANCE ZAMBIA LIMITED

NOTES TO THE FINA]\rCrAL STATEMENTS - 3l DECEMBER 2012 (CONTTNUED)

3. Financial risk management (continued)

3l December20ll
Risk Balance (net Risk-

weight of allowance weighted
for losses)

K.000

0o/o 826,4L7Cash and cash equivalents
Loans and advances to cusromers
- portion sectrred bycash
- issued to or guaranteed by a group
Propertyand equipment
Intangible assets
Deferred income til( asser
Other assets
Total risk weighted assets

assets
K,000

493,039
3,!08,721. 2,33r,54r

550,486 550,485
145,049 1.45,049
738,373 738,373
622,981. 622,98r

6,485,066 4,388,430

Critical accounting estimates and judgements in applylng accounting policies

The Company makes estimates and assumptions concerning the future. Estimates and
judgements are continually evaluated and are based on historical experience and other
factors, including expectations of future events that are believed to be reasonable under the
circumstances. The resulting accounting estimates will, by definition, seldom equal the
related actual results. The estimates and assurnptions that have a significant risk of causing a
material adjustment to the carrying amounts of assets and liabilities within the next financial

war are addressed below.

Impairment losses on loans and advances

The Company reviews its loan portfolios to assess impairment at least on a monthly basis.
In determining whether an impairment loss should be recorded in the statement of
comprehersive income, the Company makes judgements as to whether there it *y
observable data indicating that there is a measurable decrease in the estimated future cash
flows from a portfolio of loans before the decrease can be identified with an individual loan
in that portfolio. This evidence may include observable data indicating that there has been
an adverse change in the payment status of borrowen in a group, or national or local
economic conditions that correlate with defaults on assets in the group. Management uses
estimates based on historical loss experience for assets with credit risk characteristics and
objective evidence of impairment similar to those in tJre portfolio when scheduling its future
cash flows. The methodology and assumptions used for estimating both the amount and
timing of future cash flows are reviewed regularly to reduce any differences berween loss
estimates and actual loss experience.

Income taxes and defened tax asset

The Company is subject to income taxes. Judgement is required in determining the extent
that it is probable that taxable profits will be available in the future against which deferred
tax assets can be utilised. Based on forecasts, the Company expects to recover its deferred
tax assets within the next three years. Further details of deferred tax assets and their
expected recovery can be found in Note 15 to the Financial Statements. If the Company's
forecasts were 10% higher or lower then the C-ompany would still expect to recover its
deferred tax assets within the next three ]'ears.

0o/o
75"/o
l00o/o
100o/o
100%
100%

- 3 6 -



AC.ORA MICROFINAINCE ZAMB IA LIMITE D

NOTES TO THE FrNAr{CrAL STATEMENTS - 31 DECEMBER 2012 (CONTINUED)

5. Interest income

Arising on:
Loans and advances to cusromers
Fixed term deposits

Yearto
3l December

2012
K.000

3,377,r28
3,082

Yearto
3l December

20ll
K.000

t,074,095

r,074,095

6. lnterest expense

Arising on:
Other borrowings

7. Fee and commission income

Loan Processing fees

Emplope benefits expense
Depreciation and amonisation
Auditors' remuneration
Other operating expens es

Oper:ating expenses
The following items are included within operating expenses:

Yearto
3l December

2012
K.000

4r9,r87

Yearto
3l December

20tl
K.000

L82,470

419 r82.470

Year to
3l December

2012
K.000

693,212

Yearto
3l December

20tl
K,000

273,998

693212 273,998

8.

Year to
3l December

2012
K'000

2,243,5L9
262,444
54,000

1,895,679
4,455,641

Year to
3l December

20ll
K,000

1,387,769
88,758
45,935

849,829

3 7 -
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AC.ORA MICROFINANCE ZANIBIA LIMITED

NOTES TO THE FrNAr',{CrAL STATEMENTS - 31 DECEMBER 2012 (CONTINLJED)

9. Employee benefig expense
The following items are included within emplope benefits expense:

Yearto
3l December

2012
K,000

87,067

Yearto
3l December

20ll
K,000

65,476
Retirement benefit costs:
- National Social SecurityFurd
(NAPSA)

10. Income tax credit

87,067 65.476

a) Tax crcdit to Income Satement

Current ta:<
Deferred tar

b) Tax crcdit rcconciliation

Loss before income tax
Tax calculated at the shtutoryincome
til( rate of 35o/o
Tax effect of:

Expenses not deductible forta,x
pulPoses
Capital allowances

1 1 . C-ash and cash equivalents

Cash on hand
Balances with banls

The ta:< on the Company's profit before income ta:r diffen from the theoretical amount that
would arise using the statutoryincome til( rate as follows:

Yearto
3l December

2012
K.000

(462)
284,456

Yearto
3l December

2011
K.000

441249
441249283.994

Yearto
3l December

2012
K.000

(873,964)

305,887

(112,7t7)
90,824

Yearto
3l December

20ll
K,000

(t,232,654)

431.,429

(15,901)
25,721

283,994 441,249

3l December
2012

K'000

12,750
4,426,054
4,+38,804

3l December
2011

K,000

2,007
824,416

- 3 8 -
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AGORA MICROFINAI{CE ZAI\,IBIA LIMITED

NOTES TO THE FrNAr{CrAL STATEMENTS - 31 DECEMBER 20U (CONTINUED)

1,2. Loans and advances to customers

a) Summary

Gross loars and advances
Less: Provision for impairment of loans
and advances
- Individually assessed
- Collectively assessed

b) Maturity

Due:
Vithin l month
Betweenlto3months
Between 3 months and 1par
Greater than 1 year

fu start of the year
Impairment for the year
Charged-off
fu end of the rrear

9,r39,258

3l December
2012

K.000

488,686
323,914

8,326,658

3l December
2012

K'000

8235
184,163
(60,700)
13t,698

3,601,759

3l December
20tl

K,000

26,206
168,522

3,409,516

3l December
2012

K.000

9270,956

(131,698)

3l December
20ll

K.000

3,609,994

(813s)

9,L39,258 3,609,994

c) Movements in provisions for impairment of loans and advances are as follows:

3l December
20tl

K.000

8,235

8,235

d) All impaired loans have been written down to their estimated recoverable amount. The
aggregate carrying amount of impaired loans at 31 December 2012 was K332.6 million

QlI t :  K16.1mil l ion).

3 9 -



AGORA MICROFINAI{CE ZAIVIBIA LIMITED

NOTES TO THE FINAI{CIAL STATEMENTS - 31 DECEMBER 2012 (CONTTNUED)

13. Property and equipment
Motor C-omputer Fumiture

vehicles and office and fittings
equlpment

K.000 K.000 K'000
3l December20ll
C-ost
At 1January2011
Additions
At 31 December2}tI

Depreciation
At I January21l|
Ch"rg. for the par
At 3l December2)tL

31December2012
C-ost
At t Jamary2)I2
Additions
Disposals
At 31 December2Ql2

Depreciation
At I lan:ary2012
Ch"rg. for the year
Disposals
At 31 December2Ql2
Net book value

fu 31 December2}ll

At 31December2)l2

- 58,016 23,950

Toal

K.000

81.,966
413,694 108,075 45,250 567,019
413,694 L66,091, 69,200 648,985

45,422
45,422

6,329
31,252
37,581

3,493
12,003
15,496

69,200
54,108

r23,308

1.5,496
15,654

9,822
88,677
98,499

648,985
225,929
(5,350)

869,564

98,499
202,934
(t,074\

300,359

4t3,694
52,500

466,194

45,422
139,706

t66,09L
lL9,32t
(5,350)

280,062

37,58L
47,574
(1,074'l
84,081t85,t28 31,150

368272 128,510 53,704 550,486

28r,066 t95,981 92,r58 569,205

- 4 0 -



AGORA MICROFINAI{CE ZAIVIBIA LIMITED

NOTES TO THE FINAr{CIAL STATEMENTS - 31 DECEMBER 2012 (CONTTNUED)

14. Intangible assets

3l December20ll
C.ost
At 1January2011
Additiors
At 31 December2QL|

Amortisation
At I January2}1.t
Chrrg. for the par
fu 31 December2}Il

3l December2Ql2
C.ost
Ar lJamary201.2
Additiors
At 31 December2}I2

Amortisation
At L Jan'aary2072
Ch""g. for the par
At 31 December2)I2
Net book value

M5,B;
145,130

8 1 8i

145,130 145,130
23,289 23,289

t68,4t9 t68,4r9

Compter
Software

K.000

Total

K.000

145,L30
145,130

8r8 1

8 1
59,510

8 1
59,510
59,59r59,591

15.

tu 31 December2]l2 108.828 108.828

fu 31 December2}tl t45,049 145,049

Deferred income tax assets

") 
Deferred income ta:r is calculated wing the enacted income ta>( ftrte of 35olo. The
movement on the deferred income tal( account is as follows:

Yearto
3l December

2012
K.000

738,373
284,456

Yearto
3l December

20lr
K.000

297,r24
44r,249

fustan ofyeat
Income statement credit (Note 10)

At end ofyear r,022,829 738,373

b) The deferred income til( asset and deferred income ta,x credit in dre statement of
comprehensive income are atributable to the following items:

4r-



AGORA MICROFINAI{CE ZAMBIA LIMITED

NOTES TO THE FrNAI\CIAL STATEMENTS - 31 DECEMBER 2012 (CONTTNUED)

Gedfted / (charged) to
flcome statement
fu 31December2011

Credited / (chaaged) to
rncome statement
fu 31December2}I2

Within rwelve months
Aftertwelve months

fu end of ;w,ar

d) Deferred tax assets will expire as follows:

Trading Capital
losses allowances
K,000 K,000

d Deferred tor assets are expected to be recovered as follows:

3l December
2012

K.000

r,022,829

Total

K.000

3l December
20tl

K.000

32
738,341

t,022,829 739,373

20t5
2016
2017

3l December
20t2

K.000

297,L24
44r24e
294,456

3l December
201r

K.000

297,r24
441,249

r,022,829 739,373

t6. Other assets

Accnred interest receivable
Prcpayments
Staff debton
Other debton

3l December
2012

K.000
249,267
50,7t8
24,625
55,164

3l December
20ll

K.000
93,621
19,400
L0,959

500,001

4 2 -
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AGORA MICROFINANICE ZAMBIA LIMITE D

NOTES TO THE FINANCTAL STATEMENTS - 3l DECEMBER 2012 (CONTTNUED)

17. Other liabilities

Cash collateral
Accrued interest payable
PAYE and pension contributions
Ofier creditors and accruals

18. Bonowings

Borrowings

3l December
2012

K,000
1.,349,L25

238,621.
59,208

1.61,426

3l December
2011

K,000
493,039
180,842
42,659

187,275

1,808,380 903,814

3l December
2012

K.000
5,0r7,306

3l December
2011

K.000
3,794,000

5,017,306

At 31 December the Company's borrowings were as follows:

Principal Maturity Currency

Access Africa Fund K 2,551,000,000 15 Sep 2014
AMNV $7,793 28Dec2Ql2
Deutsche Bank $ 100,000 3I 0*2013
Hivos-TriodosFonds K2,000,000,000 1,May201,4

3,794,000

hr I Jmuary201.1.
lssued during the year

At 31 December2)1.l
Issued during the year

At 31 December2Q1,2

Numberof
A class
shares

95,000

95,000

Numberof
B class
shares

2r8,775

218,775
763,573

Interest Canrying
Rate Value

K,000
160/0 2,491,563
5o/o 40,373
5Yo 511,814
I5.5Yo 1,973,556

5,0t7,306

Toal
K.000

950,000
2,187,753

3,137,753
7,635,731.

ZI\/fr<
USD
USD
ZI\/fr<

1 0
L / .

The interest ftrte on the Hivos-Triodos Fonds loan resets on qrarterly basis at 7.75o/o above
the Zatn6:nn Government 91 daytreasury bill. All other interest rates are fixed.

Shane capital

The total authorised number of ordinaryshares is 11,000,000 with a par value of K 10,000
per share Q0t1:5,000,000). The authorised share capital is split between A class ordinary
shares anached to which are yoting rights and B class ordinary shares which do not have
voting rights. There are 95,000 authorised A class ordinary shares (zott: 9s,000) and
10,905,000 authorised B class ordinary shares Q)II: 4,905,000). The following movements
in issued share capital occurred during the period:

95,000

- 4 3 -

982,348 I0,773,484



AGORA MICROFINANICE ZAMBIA LIMITED

NOTES TO THE FTNAIICTAL STATEMENTS - 3l DECEMBER 2012 (CONTTNUED)

All issued shares are fullypaid.

On 5 July 2012, the C.ompany issued 313,552 B class shares to Moringaway, an existing
shareholder, as a result of Moringaway exercising the conversion clause in its loan
agreement.

On 2l December 2QI2, rhe Company issued 450,000 B class shares to Agora Microfinance
N.V. ('AMNV"), 

" 
oe- shareholder, as a resuh of AMNV exercising the conversion clause

in its loan agreement. Approval of AMNV as a shareholder was received from the Bank of
Zarrbia on 29 Nove mber 2012.

20. Contributions by shareholden

During 2010 a number of pre-operating expenses were incurred before the Companywas
registered. The expenses, amountingtoKIT4.4 million were accounted for as contributions
byshareholders. During 2011these contributions were converted into B class shares.

21.. Related pafty tansactions

a) Bonowings

As explained in Note 19, dwing 2012 the Company converted all borrowings from related
parties into B class shares. fu at 31 December 2012,the facilitywith Moringawaystill existed
with an undrawn amount of $300,000. The faciliry with AMNV matured on 28 December
2012.

fu at 31 December 201i, the Companyhad, as borrower, entered into the following loan
agreements with related parties:

Type of Loan Maturity Interest Principal Drawdown
Rate US$ US$

Moringaway Convertible 1 Feb 2015 71.67o 1,000,000 200'000
AMNV Convertible 28Dec2Ql2 5.0o/o 1,000,000 100'000

The follovdng loan with a related parrywas also in place during 2011 but had been repaid by
3l December2)tl:

Type of Loan Maturity Interest Principal
Rate US$

Marcus Fedder Bridge 21 Nov 2011 7.5Yo 100,000

Interest charged on each of these loans was as follows:

3l December 3l December
2012 20ll

K.000 K'000

Moringaway 175,894 180,568
AMNV 169,698 274
Marcus Fedder - 1,628

- 4 4 -



AC.ORA MI CROFINAI\CE ZAN4BIA LIMITE D

NOTES TO THE FrNAr{CIAL STATEMENTS - 3l DECEMBER 2012 (CONTINUED)

b) IGy management compensation

For the purposes of related pary disclosures key management comprises the CEO and
CFO. The directors believe that they exclusively comprise the ley management penonnel of
the company, with the authority and responsibilby for planning, direaing and controlling,
directly or indirecdy, its activities.

Salaries and other short-term
employment benefits
Company pension contributions

3l December
2012

K.000

348,865
9,392

3l December
20ll

K.000

396,672
12,807

22.

z) .

358,257 409.479

C-ontingent liabilities and commiftnents

There were no significant contingent liabilities or commitments during the year or at the
reporting date.

Subsequent events

On 3d January 201.3, rhe Bank of Zarba introdrced a "cap on t}e effective annual lending
interest rates that non-bank financial institutions licensed by it can charge their customers".
For AI\Z this rate 

's 
42o/o compared to rates of 6o66o/o that were charged d,riry2)L2.

On 6,h March 2013, a new international lender approved a loan to the Comparry of $1
million (indexed rc Zarnbian Kwacha). The loan is expected to be received in mo tranches
during 2013.

- 4 5 -



SCHEDULE 1
AC,ORA MI CROFINAI..{CE ZAIVIBIA LIMITE D

DETAILS OF OPERATING E)GENDITURE
FOR THE YEAR ENDED 31 DECEMBER 2012

Advertising and branding
Audit fees
Bank charges
Computer expenses
Consultancyfees
Depreciation
Directors'fees
General expenses
Insurance
Licensing expenses
Medical expenses
Office expenses
Professional fees
Recruitment and training
Registration expenses
Rent
Repain and maintenance
Salaryand wages
Securiry experses
Stationery
Telephone expenses
Travel - local
Travel - foreign

3l December
20n

K.000

1,385
54,000
71.,927
80,025
3+,067

262,444
9,955

302,779
14,066
28,977
38,737
57,966

4+8,079
15,004

169,725
68,070

2,199,873
73,788
59,83r
47,427

374,823
42,693

3l December
20tl

K,000

5,369
45,935
18,330
2L,678

701,420
88,758
t3,227

116,963
18,807
10,804
I1,378
45,430
69,117
2,200
4,712

731,200
1l,lt3

1,376,391,
56,574
49,016
t9,664

r55,206

4,455,64r 2,372291,

4 6 -


