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Management >
i he management of the company at the date of this report all of whom have served throughout
i year unless as otherwise mw:a are as follows.

Name Position

Judith Minzi Chief Executive Officer

Neema Lyimo Finance and Administration Manager
Happiness Pesha Credit Manager

Daudi Kilasara Credit Risk Manager

Japhet Marwa Risk and Compliance Manager
Yusuph Mbalwa Interal Auditor

Fadhil Sebeku Legal Attorney

Registered office and place of business

| Block “A”, Mikocheni Garden Road
P.O. Box 19111
. Dar es Salaam

E External auditors

_r RM Auditors
; P.O. Box 80253
i Dar es Salaam
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The directors of the
: Company at the date of this report all of whom have served throughout the year
unless ag otherwise lndig:te{] are as follows: o y

deily Position Nationality Remarks

Devotha Minzi Chairperson Tanzanian None

Dorothy Massawe Member Tanzanlan None

Mercy Msuya Member Tanzanian None

Frederick Msumali Member Tanzanian None

saac Saburi Member Tanzanian None

Board attendance Q1 Q2 Q3 Q4 Attendance
16/2/2019 11/6/2019  24/08/2019 30/11/2019

Oevotha Minzi x v v v 3

Dorothy Stephen x N N x 2

Mercy Msuya N N v v 4

Frederick Msumali Vv X N X 2

Isaac Saburi v v v v 4

Risk and credit committee attendance

Q1 Q2 Q3 Q4 Attendance
09/02/2019 09/04/2019 10/08/2019 16/11/2019
Devotha Minzi v vV v v 4
Frederick Msumali V Y v x 3
Isaac Saburi v \ \V v 4
Governance committee attendance
Q1 Q2 Q Q4 Attendance

6/2/2019  24/04/2019 03/QBIE

Devotha Minzi v v
Dorothy Stephen Vv v
,J
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K-FINANCE LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2019
REPORT OF DIRECTORS

Principal activities

L(r;é';:;"c: Was established to fill in the gap of financing to the people in the low income to middle income

sector .K_g_eratmg in the semi informal sector that was traditionally not financed by the formal financial

working in 1'29008 have traditionally been unwilling to provide loans to low to mid income entrepreneurs

he magk i € informal sector due to the perceived risks. It is commonly understood that this sector of

collat elis Char_actenzed with people with very low income, low education or completely illiterate, no
éral, no credit history and they are not employed by anybody other than themselves.

Management
gl;e Management of the company is under the Chief Executive Officer, organized in three
Pantments and two outsourced functions.
* Credit operations.
® Business development
* Finance and Administration
* Intemal audit - outsourced function
® Legal - outsourced function

Competence

Staff are recruited in formal process, provided with a clear Job description that is periodically reviewed
through an established performance appraisal system. There are periodical trainings, both in house
and extemally, that helps to consolidate existing staff skills and competences.

Results for the year
The results for the year are set out on page 12 of these financial statements. The results for the previous

year to 31 December 2019 are also provided on page 12.

Dividend
The directors propose a final dividend of 40% on net profit (2019). The dividend is subject to approval

by the Annual General Meeting.
Solvency

The Company's situation as of 31 December 2019 is set out on page 12 of these financial statements.
The Board considers the Company to be solvent and the financial statement_has been prepared

undergoing concern basis.

Employee welfare

Management/employee relationship continued to be good during the |{&
unresolved complaints by the employees at the end of the year. The average
employed during the year 17 (Male 6 and female 11).

Environmental control program

Related party transactions
Details of transactions and balances with related parties are disclosed in note 20 of the notes to the

financial statements.
Going concern assumption
The Directors confirm that applicable accounting standards have been followed and that the financial

statements have been prepared on a going concem basis. The Board of Directors has reasonable
expectation that the K-Finance Limited has adequate resources to continue in operational existence for

the foreseeable future.

Risk management and internal control
The Board accepts final responsibility for the risk management and internal control system of the

Company. The Board assessed the intemal control system throughout the financial year ended 31
December 2019 and is on opinion that the Company had adequate internal financial and operational

control system.
~ s|Page
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K-FINANCE LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2019

REPORT OF DIRECTORS
December 2019 and is on opinion that the Company had adequate internal financial and operational
control system.

Corporate governance

The Board of directors consists of § non-executive directors. The Board takes overall responsibility for
the Company, including responsibility for identifying key risk areas, considering, and monitoring
Investment decisions, considering significant financial matters, and reviewing the performance of
management business plans and budgets. The Board is also responsible for ensuring that
comprehensive system of internal control, policies and procedures is operative, and for compliance

with sound Corporate governance principles.

INe Boara 1s requirea 10 meel at ieast four umes a year. ine Boara of aireclors deiegates ne aay 10
day management of the business to Chief Executive Officer assisted by senior management. Thg
cutive officer and Senior Management team are invited to attend board meetings an

Chief Exe
facilitates the effective control of all the Company's operational activities, acting as medium of
Communication and coordination between all the various business units. The C.ompany_ is committed
to the principles of effective corporate governance. The directors also recognize the importance of

integrity, transparency, and accountability.

Auditors
RM auditors have expressed their willingness to continue in office and are eligible for re-appomtmer:t.
A resolution proposing the re-appointment of RM auditors as auditors of the Company will be put to

the annual general meeting.

By order of directors

2020

Devotha Ntuke Minzi
Chairperson

FESTESY

glIPAaCEe

Scanned with CamScanner



K-FINANCE LIMITED

TR
FINANCIAL STA TEMENTS FOR THE Y

STATEMENT OF DIRECTORS RESPONSIBI

LITIES
The Company's directors are responsible for the preparation and fair presentation of the financial
statements, comprising the statepmoent of ﬁnanciaﬁ pp;ition as at 31 December 2019, and the
statements of Comprehensive income, changes in equity and cash flows statement for the year then
ended, and the notes to the financial statements, which include a summary of significant accounting
policies and other explanatory notes, in accordance with International Financial Reporting Standards
and in the manner required by the Companies Act, 2002.

The Company’s directors are also responsible for such internal control as directors determine is
necessary to enable the preparation of financial statements that are free from material mnsstatemqnt.
whether due to fraud or error, and for maintaining adequate accounting records and an effective
system of risks management.

The directors have assessed the Com any’s ability to continue as a going concem and have no
reason to believe the business will ngt be a going concern in the year ahead. The auditor is
responsible for reporting on whether the annual financial statements are fairly presented in
accordance with the applicable financial reporting framework.

Approval of the financial statements

Tpe financial statements of the Company, as indicated above, were approved by the Board of
Directors on and are signed on its behalf by:

B O PR s

Devotha Ntuke Minzi
Chairperson
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K-FINANCE LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2019

ACCOUNTANT DECLARATION ON FINANCIAL STATEMENTS

The Nal]onal Board of Accountants and Auditors (NBAA) according to the power conferred to it under
the Auditors and Accountants (Registration) Act No. 33 of 1972, as amended by Act No. 2 of 1995,
requires financial statements to be accompanied with the statement of declaration issued by the Head
of Finance responsible for the preparation of financial statements of the entity concerned.

It is the duty of a professional accountant to assist the Board of Directors to discharge the
responsibility of preparing the financial statement of the Company showing true and fair view position
of the Company in accordance with International Financial Reporting Standards and the requirements
°f, the Companies Act, 2002 of Tanzania. Full legal responsibility for the financial statement's rests
with the Board of Directors as indicated in the Statement of Directors' Responsibilities on the previous
page.

I\\JLQD(WM’(\Qf being the Head of finance of K-Finance Limited hereby
acknowledge my responsibility of ensuring that the financial statements for the year ended 31
December 2019 have been prepared in compliance with International Financial Reporting Standards
and the requirements of the Companies Act, 2002 of Tanzania.

| thus confirm that the financial statements give true and fair view position of K-finance Limited in
Tanzania as on that date and that they have been prepared based on properly maintained financial
records.

Signature: ......... \%7’3‘\ ......................

Position: ... [ LAINCE  AMANATER..

»-m?ﬁanh :
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K-FINANCE LiMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2019

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS
——————

To

Members of the company
-Finance Limited

P. O Box 19111

Dar es Salaam

Opinion

m:n?:?;’le 8L{qned the financial statements of K-Finance Limited, which comprise the statement of

income 3_.05'000 asat 3.1 December 2019, and the statements of profit or loss and other comprehensive

inclugi + changes in equity and cash flows for the year then ended, and notes to the financial statements,
uding significant accounting policies and other explanatory information

}‘!‘ our opinion, the accompanying financial statements present fairly, in all material respects, the
ﬂnancnal position of the company as at 31 December 2019, and its financial performance and its cash
OWs for the year then ended in accordance with International Financial Reporting Standards (IFRS).

Basis for 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 K —Finance Limited in
aeoorda_nce with the International Ethics Standard Board for Accountants’ Code of Ethics for
Professional Accountants (IESBA Code) together with the ethical requirements that are relevant to our
audit of the financial statements in United Republic of Tanzania and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we have
obtained is enough and appropriate to provide a basis for our opinion.

Other Information

The directors are responsible for the other information set out on page 3 to 5. The other information
comprises the information included in the company information, report of the directors and the statement
of directors’ responsibilities, declaration of head of finance on the financial statements but does not
include the financial statements and our auditors’ report thereon.

09 * R
Our opinion on the financial statements does not cover the other igif@mation ang
any form of assurance conclusion thereon. In connection with our a f dit of the ﬂnan&l a

responsibility is to read the other information and, in doing so, con ‘\n'- rwhety;:s the ﬁe itormation
is matenally inconsistent with the financial statements or our kn@¥ledge obtaine AT
otherwise appears to be materially misstated. If, based on the .\{{ %% &d we
condude that there is a material misstatement of this other informatiagg-a en ed to
report that fact. We have nothing to report in this regard. /1’6 \)&

[d

Responsibilities of directors for the financial statements S
Directors are responsible for the preparation and fair presentation of the finansral—statefients in

accordance with IFRS, and for such internal control as management determines is necessary to enable
the preparation of financial statements that are free from material misstatement, whether due to fraud
or error. In preparing the financial statements, management is 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 accounting unless directors either intends to liquidate the company or
to cease operations or has no realistic alternative but to do so. Directors are responsible for overseeing
the company's financial reporting process.

Auditors’ responsibilities for the audit of the financial Statements

Our objectives are 1o obtain reasonable assurance about whether the financial statements are free from
material misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our
opinion. ‘Reasonable agsurance’ 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
Misstatoments can arise from fraud or error and are considered material if, individually or in aggregate.
they could reasonably be expected to Influence the economic decisions of users taken based on these
financial statements As part of an audit in accordance with ISAs, we exercise profassional judgmant
and maintaln professional scepticism throughout the audit. We also

g|rPmge

s N 0 0 P sl MG D e o = T T o i T R I e = e

Scanned with CamScanner



K-FINANCE Limrrgp

FINANCIA
L STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2019

RE
Wmm STATEMENTS

- | » :
fg:l;:'fgrae":o?sses;) the risks of n)ateﬁql misstatement of the financial statements, whether due to

obtain audit é ': vy Peffoﬂﬂ audit procedures responsive to those risks, and
of not detect; vidence thal |slenough and appropriate to provide a basis for our opinion. The risk
cting a material misstatement resulting from fraud is higher than for one resulting from

eror, i i | ' e ! '
omo . @s fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
vemde of internal control

2 g)rztaln an under§tanding of internal control relevant to the audit to design audit procedures that
offe appropriate in the circumstances, but not for the purpose of expressing an opinion on the
cliveness of the company’s internal control.

i Evt?luate the appropriatgness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by directors.

* Conclude on the appropriateness of management’s use of the going concern basis of accounting

nd, ba§§d 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

concem. If we conclude that a material uncertainty exists, then we are required to draw attention

In our auditors’ 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 concem.

*  Evaluate the overall presentation, structure, and content of the financial statements, including the
dlsdosqres, and whether the financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.

+  Obtain sufficient appropriate audit evidence regarding the financigligfefmation of the entities or
business activities within the company to express an opinion o ‘
responsible for the direction, supervision, and performance #® audit. We remain
solely responsible for our audit opinion.

We communicate with directors regarding, among other matters, t g
audit and significant audit findings, including any significant deficiay
identify during our audit.

We also provide directors with a statement that we have complied with\(aj:
regarding independence and communicate with them all relationships 28
reasonably be thought to bear on our independence and where applicable, r3

From the matters communicated with 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 preciudes 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.

Report on other legal requirements

The Tanzania Companies Act, 2002 requires that in carrying out our audit we consider and report to
you on the following matters. We confirm that:

(i). We have obtained all the information and explanations which to the best of our knowledge and

belief were necessary for the purposes of our audit.
(ii). In our opinion proper books of accounts have been kept by the company, so far as appears from

our examination of those books.

10|Page
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K-FINANCE LIMITED

FINANCIAL STATEMENTS £oR THE YEAR ENDED 31 DECEMBER 2019

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS

(lii). The directors report is consistent with the financial statements.

(W).Information specifieq by the Tanzanian Companies Act 2002 regarding director's remuneration
and transactions with the company is disclosed; and

(v). The Company's Statement of financial position and profit or loss and other comprehensive
INcome agree with the books of accounts.

The engagement Partner on the audit resulting in this independent auditors’ report is CPA
Hussein J Manon;.

RM Auditors& Insider Assurance Services

TV

N

. P 1 és i 7 " \ \"
\\ ((5! Vet Qudntors e,

L SEdr Rsncanne Srrvie
\\n

<
\

Signed by: Hussein J Manoni
Dar es Salaam

16 June 2020

11|Page
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K-FINANCE LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2019

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

NOTE 2019 2018
TZS TZS
Interest income 902,927,067 605,057,924
Interest expense 3 (26,415,992) (58,294,599)
Net interest income 876,511,074 546,763,325
Loan Impairment charges (51,357,522) (85,787,212)
Net Interest Income after loan impairment 825,153,552 460,976,113
Fees on commission income 4 40,395,400 97,821,731
Fees and commission expenses 5 (4,709,639) (2,307,833)
Net fee and commission income 35,685,761 95,513,898
Total Operating income 860,839,313 556,490,011
Other income 6 - 70,584,384
Total Income 860,839,313 627,074,395
Personnel costs 7 328,914,705 246,442 649
Administrative expenses 8 338,715,238 326,656,866
Depreciation and amortization 10 15,311,840 29,210,690
Total Operating expenses 682,941,783 602,310,205
Gross profit before tax 177,897,530 24,764,191
Income tax expense (53,770,558) (7,500,000)
Net profit after tax 124,126,972 17,264,191

tements appear on pages 16 to 34

12|Page
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K-FINANCE LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2019

STATEMENT OF FINANCIAL POSITION

2019 2018
Assets TZS TZS
E‘Z‘l":’i‘g’lea”d e‘:UiPment 10 66,665,215 68,302,233
assets
Current assets
Cash and cash equivalents 1 (157,083,292) 69,204,221
02n 10 customers 19 764 940 597 RO8 876 K44
Receivables and prepayments 13 24,810,705 30,620,262
Financial investment assets 14 13,000,000 13,000,000
Total current assets 645,668,004 811,651,127
Total Assets 712,333,219 879,953,360
LIABILITIES AND EQUITY
NON CURRENT LIABILITIES
Term loans 15 21,955,022 213,134,841
Deferred tax liability 16 25,842,109 27,168,344
47,797,130 240,303,184
CURRENT LIABILITIES
Trade and other payables 17 81,579,729 110,278,141
Loan security refundable 18 16,843,050 19,743,050
Tax payable/Other payables 19 58,470,617 126,113,264
TOTAL LIABILITIES 156,893,397 256,134,455
REG’O
EQUITY ()
Issued and paid up ordinary shares 9 ¥ \’1,1 0,000,000 280,000,000
Accumulated profit PS q 2 N\ 227 642,692 103,515,720
TOTAL EQUITY @O Y P 507,642,692 383,515,720
&, %
TOTAL EQUITY AND LIABILITIES L 11df33,219 879,953,360

RS2

Chairperson

Notes and related statements forming part of these financial statements appear on pages 16 to 34

Report of the auditors = pages 9-11

13IPAaC R
e c——eCCEERE SRR SRS R

Scanned with CamScanner



K-FINANCE LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2010

STATEMENT of CHANGE IN EQUITY

Retained
Share Capital eamings Total equity
128 128 128
Year ended 31 December 2019
At start of year 280,000,000 103,515,720 383,515,720
Profit for the year 124,126,972 124,126,972
Atend of year 280,000,000 227,642,692 507,642,692

Notes and related statements forming part of these financial statements appear on pages 16 to 34
Report of the auditors — pages 9-11

14|Page
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K-FINANCE LIMITED
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Cashflows from operating activities

Profit before income tax

Adjustment for

Deprediation and amortisation

Loss/(gain) in disposal of property and equipment
Increase in imparement charges

Cash flows from operati rofit before changes in
working capital fisig e

Movement in working capital items
Increase in loans to customers
Increase in receivables and prepayments

Increase/(decrease) in creditors and accruals

Decrease in loan security refundable
Increase in deferred tax

Change in tax

Cash generated from operating activities

Tax paid
Cash flows from investing activities

Acquisitions of property and equipments
Proceeds from disposal of property and equipment
Net cash used in investing activities

Cash flows from financing activities

Decrease in term loan

Net cash flows from fina
»

Net increase in cash and
Cash and cash equivalent at

Cash and cash equivalent at

Notes and related statements forming part o

Report of the auditors — pages 9-11

1§|Page

2019 2018
TZS TZS
177,897,530 24,764,191
15,311,840 29,210,690
1,378,700 .
194,588,071 53,974,881
(66,113,948) 53,583,515
5,809,557 (4,136.914)
(96,341,058) (72,088,413)
(2,900,000) (11,705,960)
(1,326,235) 9,869,901
(53,770,558) 76,518,601
(20,054,172) 106,015,611
(29,053,522) (16.009,000)
14,000,000 13,249,293
(15,053,522) (2,759,707)

(191,179,819)

(191,179,819)

(80,615,159)

(80,615,159)

(226,287,513) 22,640,745
69,204,221 46,563,476
(157,083,292) 69,204,221

nancial statements appear on pages 16 to 34
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K-FINANCE LIMITED

FINAN
CIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2019

NOTES TO FINANCIAL STATEMENTS
1| REPORTING ENTITY

K-Fi

of "l\r;am;em(‘ra) Limited (the “Company") is a company domiciled in Tanzania. The financial statements

been madep Ny are for the year ended 31 December 2019. The comparative period information has
up for a 12-month period ending 31 December 2018.

2. BASIS OF PREPARATION

(a) Statement of compliance

The financial statemen
Standards (IFRSs).

ts have been prepared in accordance with International Financial Reporting
(b) Basis of measurements

m?c,ﬁ'?ancial Slatemems_ are prepared on the historical cost basis except for the financial instruments
Pt IS measured at fair value through profit. The methods used to measure fair value are discussed
uriner in note 3d of these financial statements.

(c) Functional and presentation currency

Ill;'rer;ir?:;wcial statements are presented in Tanzanian Shillings (TZS), which is the Company’s functional

(d) Use of estimate and judgment

The preparation of the financial statements in conformity with IFRSs requires management to make
Judgment, estimates and assumptions that affects the application of policies and reported amounts of
assets and liabilities, income, and expenses. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
etsftlmatgs are recognized in the period in which the estimate is revised and in any future periods
affected.

3. SIGNIFICANT ACCOUNTING POLICIES

The accounting policies set out below have been applied consistently to all peg
financial statements.

(a) Foreign currencies

Transactions in foreign currencies (if any) are translated to the functional curré
at exchange rates at the dates of the transactions. Monetary assets and o
foreign currencies at the reporting date are retranslated to the functional curre

at that date. Foreign currency gain or loss on monetary items is the difference befie
in the functional currency at the beginning of the period, adjusted for effective intefas
during the period, and the amortized cost in foreign currency translated at the exchaNgsg
of the period. Non-monetary assets and liabilities denominated in foreign currencies thatat
at fair value are retranslated to the functional currency at the exchange rate at the date thatthe
value was determined. Foreign currency differences arising on retranslation are recognized in profit or

loss in the period in which they arise.

(b) Interest income and expense

ol el U lfecognized in ,the Statement of Profit or Loss and Comprehensive
Income on accrual basis of accounting. Revenue is recognised to the extent that it is probable that the
scommic Lenclls flowio fhegompany, th? stage of completion at the balance sheet date can be
measured reliably, the costs incurred, or to be incurred, in respect of the transaction can be measred
reliably and the revenue can be reliably measured.

The effective interest method' is a method of_ calculating the amortised cost of a financial asset or a
financial liability and of‘allocahng the interest income or mterpst expense over the relevant period. The
effective interest rate IS the rate'that _exactly discounts estimated future cash payments or receipts
through the expected life of the financial instrument or, when appropriate, a shorter period to the net
carrying amount of the financial asset or financial liability. The EIR (and therefore, the amortised cost of

16|jPage
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K-FINANCE LIMITED

FINANCIAL
STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2019

NOTES TO FINANCIAL STATEMENTS

the asset) is calc
ul : ) f
an integral part of t?\':% lbg considering any discount or premium on acquisition, fees and costs that are

Once a fi
nancial asset or a group of similar financial assets has been written down as a result of an

impairme i : :

fut?:re cas"": f'm:; ;nteresl income is recognized using the rate of interest that was used to discount the

on credit accom or the purpose of measuring the impairment loss. Any accrued but uncollected interest
modations placed on non-accrual basis shall be reversed and placed in suspense.

Z’s‘:efgﬂﬁi?yl tC‘igtlle.llate{sx interest income by applying the EIR to the gross carrying amount of financial

therefore e gredll'-mpalre(‘i of assets. When a financial asset becomes credll-‘impalred and‘ns,

iReredt r’éte o ed as Stage 3, the company calculates interest income by applying the effective

credit-impaired @ net amortised cost of the financial asset. If the financial assets cures and is no longer
Paired, the company reverts to calculating interest income on a gross basis.

(c) Fees and commissions

E::;:"; i_?nmmlf-"sw_n income and expense are that integral to the effective interest rate on the financial
riddemle ancial liabilities are included in measurement of effective interest rate. Other fees and

mission income, including accounting servicing fees are reorganized as the related services
Deﬁomed. If a loan committed is not expected to result the drawdown of the loan, then the related loan
comm!ﬂe'd fees are recognized on a straight-line basis over the committed period. Other fees and
commission expenses related manly to transaction and service fees, which are expensed as the
services received.

(d) Financial instruments

i. Non derivative financial instruments
Non-derivative financial instruments comprise trade and other receivables, cash and cash equivalents,
and trade_ and other payables. Non-derivative financial instruments are initially recognized at fair value
plus, for instruments not at fair value through profit or loss, any directly attributable transaction costs.
After initial recognition non-derivative financial instruments are measured as described below:

ii. Cash and cash equivalent
g/ $Bank overddy

Cash and cash equivalents comprise cash balances and bank depositg
are repayable on demand and form an integral part of the Company’s -f:‘_
as component of cash and cash equivalents for the purpose of the statdm

f any) that
h managemg "’: included
nt of cgsh flayys!

iil. Financial asset at fair value through profit or loss
An instrument is classified at fair value through profit or loss if it is held fQr A&
such upon initial recognition. Financial instruments are designated at fair vayée Bpofit or logs if
the Company manages such investments and make purchase and sale NE
value in accordance with the Company’s documented risk management or inVestis /
initial recognition transaction costs are recognized in profit or loss when incurred. Radicigljnstfaments
at fair value through profit or loss are measured at fair value, and changes therein are reetgrized in
statement of profit or loss and other comprehensive income.

iv. Other
Other non-derivative financial instruments are measured at amortized cost using the effective

interest method, less any impairment losses.

V. Share capital :
Ordinary shares are classified as equity.

(e) Motor vehicles and equipment

Recognition and measurement
tor vehicles and equipment are stated at cost less accumulated depreciation and impairment

i)
|tems of mo
losses.

expenditure that is directly attributable to the acquisition of the asset. The cost of self-
sets includes the cost of materials and direct labour, any other costs directly attributable
asset to the working condition for its intended use, and the costs of dismantling and

Cost includes
constructed as
to bringing the

17|Page
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K-FINANCE LIMITED

FINANCIAL ST
ATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2019
NOTES TO FINANGIAL STATEMENTS

removing the it , :
acquisition or cg:;:n?;d restoring Uje site on which they are located. Borrowing costs related to the
10N of qualifying assets is recognized in profit or loss as incurred.

When parts of an item o

f
fqr as separate items (mrgjot
d!sposal of an item of moto
disposal with the carrying
income statement.

or vehicles and equipment have different useful lives, they are accounted
Or components) of motor vehicles and equipment. Gains and losses on
r vehicles and equipment are determined by comparing the proceeds from
amount of motor vehicles and equipment and are recognized net within the

i) Subsequent cost

The cost of replacing

art of an | ' ' i i i i
amount of the item if “P tem of motor vehicles and equipment is recognized in the carrying

to the Compa t s probable that the future economic benefits embodied within the part will flow
Pany and its costs can be measured rellably. The carrying amount of the replaced part is

delacognized The cost o ICi A v
X 8 st of day to da servicing of i t t
i 1at A i y y ing of motor vehicles and equipment are recog ized in the

iii) Depreciation

E:gf{ﬁcl.'aﬁo" 'S recognized in the income statement on a reducing balance basis over the estimated
Ives of each part of an item of motor vehicles and equipment.

The annual reducing balance for the current and comparative periods is as follows:

* Motor vehicles 25%

= Office equipment 12.5%
*  Equipment 12.5%
= Computers 33.3%

Depreciation methods, useful lives and residual values are reviewed at each

(e) Intangible assets

Other intangible assets that are acquired by the Company and have finite us
cost less accumulated amortization and any accumulated impairment losses.

Amortization

Intangible assets are amortized on straight line basis in profit or loss over their estim
from the date that they are available for use. Estimated useful lives for the software fo

comparative year is 20%

f Financial instruments

Financial instrument is any contract that gives rise to a financial asset of one entity, and a financial
liability or equity instrument of another entity.

A financial asset or liability other than loans and advances to customers and balances due to customers
are initially recognized when the company becomes party to the contractual provisions of the instrument
(The trade date). For Loans and advances to customers are recognized when funds are transferred to
the customers’ accounts and the company recognizes balances due to customers when funds are

transferred to the Bank.

ny classifies all its financial assets based on the business model for managing the assets
;23 g.emapsase{”s contractual terms, measured at either:

. Amortised costs,
Fair value through other comprehensive Income (FVOCI) and

: Fair value through Profit and Loss (FVPL).
Financial instruments at fair value through profit or loss

| agsets and financial liabilities in this category are those that are not held for trading and have
gnated by management upon initial recognition or are mandatorily required to be

Financial
peen either desi
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measured at fair va
recognition when o

lue under IFRS 9. Management only designates an instrument at FVPL upon initial
ne of the following criteria are met:

The designation eliminates, or significantly reduces, the inconsistent treatment that would

othemse arise from measuring the assets or liabilities or recognising gains or losses on them
on a different basis

*  The liabilities are part of a group of financial liabilities (or financial assets, or both under IAS

39), which are managed, and their performance evaluated on a fair value basis, in accordance
With a documented risk management or investment strategy

S The_e hapllitles (and assets until 1 January 2018 under IAS 39) containing one or more embedded
dem{atlves. unless they do not significantly modify the cash flows that would otherwise be
required by the contract, or it is clear with little or no analysis when a similar instrument is first
considered that separation of the embedded derivative(s) is prohibited.

Flf\anmal assets and financial liabilities at FVPL are recorded in the statement of financial position at
f'alr.\(e_ilue. Changes in fair value are recorded in profit and loss except for movements in fair value of
liabilities designated at FVPL due to changes in the Company’s own credit risk. Such changes in fair
value are recorded in the Own credit reserve through OCI and do not get recycled to the profit or loss.

'ii. Financial instrument at fair value through other comprehensive income.
Financial assets and liabilities are categorized as FVOCI| when both of the following conditions are
met:

st=tThe instrument is held within a business model, the objective of which is achieved by both
collecting contractual cash flows and selling financial assets.

* The contractual terms of the financial asset meet the SPPI test

* These instruments largely constitute those assets that had been previously classified as
financial investments available for sale.

0'd &

ili. Loans and advances to customers, financial investments at amortj ost  AeX
K- Finance only measures due from company, loans and advances to custom §and other ﬁna‘iﬁq
investments at amortised cost if both of the following conditions are met: 3 o \\ Y
- 69 & ;

=]
« The financial asset is held within a business model with the objective to\hgl
in order to collect contractual cash flows. >

= The contractual terms of the financial asset give rise on specified dates t
solely payments of principal and interest (SPPI) on the principal amount ou

Loans and receivables are initially recognized at fair value; which is the cash consideratb
or purchase the loan including any transaction costs and measured subsequently at amorti
using the effective interest method. Loans and receivables are reported in the balance sheet as loans
and advances to customers or as investment securities.

jii. Loans and advances to customers, financial investments at amortised cost (Continued)
Interest on loans is included in the statement of profit or loss and is reported as 'Interest and similar
income'. In the case of impairment, the impairment loss is reported as a deduction from the carrying
value of the loan and recognised in the statement of profit or loss as 'loan impairment charges'.

iv.  Recognition of financial assets

Management determines the appropn’ate classification of its investments at initial recognition. The
Company uses trade date accounting for regular way contracts when recording financial asset

transactions.

v Determination of fair value

For financial instruments traded in active markets, the determinatio_n of fair values of financial assets
and financial liabilities IS based on quoted market prices or dealer Price quotations. This includes listed
equity securities and quoted debt instruments. A financial instrument Is regarded as quoted in an active
market if quoted prices are readily and regularly available from an exchange, dealer, broker, industry

19|Page
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group, pricing servi
market transaction

STATEMENTS

ce or regulatory agency, and those prices represent actual and regularly occurring
Sonanarm's length basis.

If the above criteri
inactive are whé?wn::\ are not met, the market is regarded as being inactive. Indicators that a market is

are few recent mnsgg(‘;:w!'de bid-offer spread or significant increase in the bid-offer spread or there

all o T :
ther financial Instruments, fair value is determined using valuation techniques. In these

For

techni - .

Cht I?n%zse'lsﬁlr values are estimated from observable data in respect of similar financial instruments,

UBing inputs 1=o estimate the Present value of expected future cash flows or other valuation technigues,
(for example, LIBOR yield curve, FX rates, volatilities and counterparty

22:%:?:3"5““9 at the balance sheet date. In cases when the fair value of unlisted equity instruments
etermined reliably, the instruments are carried at cost less impairment.

Ige fair value for loans and advances as well as liabilities to company and customers are determined
INg a present value model based on contractually agreed cash flows, considering credit quality,

quuidi_ry and costs. The fair values of contingent liabilities and irrevocable loan commitments correspond
to their carrying amounts.

217  Financial liabilities

After initial recognition, the Company measures all financial liabilities including customer deposits other
than Allabllities held for trading at amortized cost. Liabilities held for trading (financial liabilities acquired
principally for the purpose of generating a profit from short-term fluctuations in price or dealer's margin)
are subsequently measured at their fair values.

2.18 Derivative financial instruments

Derivatives, which comprise solely forward foreign exchange contracts, are initially recognised at fair
value on the date the derivative contract is entered into and are subsequently re-measured at their fair
value. The derivatives do not qualify for hedge accounting. Changes in the fair value of derivatives are
recognised immediately in profit or loss. These derivatives are trading derivatives and are classified as
a current asset or liability.

Vi. Derecognition of financial assets and liabilities
Financial assets are derecognised when the contractual rights to rg€gRe the &3k Fiaws from these
assets have ceased to exist or the assets have been transferred 4 substantia|ly 4| he risks and
rewards of ownership of the assets are also transferred (that is, if sup
have been transferred, the company tests control to ensure that con t
any retained powers of control does not grevent_dergcognition). Fing herdoNgnised
when they have been redeemed or otherwise extinguished.

vil. Classes of financial instruments

The Company classifies the financial assets and liabilities into classes the
information and consider the characteristics of those financial instruments. The

be seen in the table as follows:

Item on balance sheet Class
inancial assets '
S,ans; and cash equivalents Amortised cost
Loans and advances to customers Amot‘t@sed cost
Placements in Company Amortised cost
Financial liabilities
Deposit from customers Financial liabilities at amortised cost
Other liabilities Financial liabilities at amortised cost
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vili. Impairment of financial assets

The Com

asset or ga;r% :SSB'sses at each balance sheet date whether there is objective evidence that a financial
IFRS 9 ang lA&r‘: ggﬁnandat assets is impaired. The measurement of impairment losses both under
estimation of th across all categories of financial assets requires judgement, in particular, the
impairment los © amount and timing of future cash flows and collateral values when determining

Ses and the assessment of a significant increase in credit risk. These estimates are

dri : :
Et:;ll_e L:éjg;z;a; f:g°gsvt Chtanges in which can result in different levels of allowances. The Company's
choice of variable input: puts of complex models with several underlying assumptions regarding the

fva and their interdependencies. Elements of the ECL models that are considered
accounting judgements and estimates inc‘I)ude:

......

The Company’s intemal credit grading model, which assigns PDs to the individual grades

* The Company’s criteria for assessing If there has been a significant increase in credit risk and

So allowances for financial assets should be measured on a LTECL basis and the qualitative
assessment

ix. Impairment of financial assets
The segmentation of financial assets when their ECL is assessed on a collective basis

Development of ECL models, including the various formulas and the choice of inputs.
Determination of associations between macroeconomic scenarios and, economic inputs, such
as unemployment levels and collateral values, and the effect on PDs, EADs and LGDs

Selection of forward-looking macroeconomic scenarios and their probability weightings, to
derive the economic inputs into the ECL models

x.  Offsetting financial instruments

Financial assets and liabilities are offset, and the net amount reported in the balance sheet when there
is a legally enforceable right to set off the recognised amounts and there is an intention to settle on a
net basis, or realise the asset and settle the liability simultaneously.

xi. Impairment of non-financial assets
The carrying amounts of the Company’s non-financial assets are reviewed (&
determine whether there is any indication of impairment. If any such indicatig
recoverable amount is estimated. For goodwill and intangible assets (if any) 2

time.

The recoverable amount of an asset or cash-generating unit is the greater of its valug
value less costs to sell. In assessing value in use, the estimated future cash flows arg
their present value using a pre-tax discount rate that reflects current market assessme
value of money and the risks specific to the asset.

d its fair
ted tg

An impairment loss is recognised if the carrying amount of an asset exceeds its estimated recoverable
amount. Impairment losses are recognised in the statement of comprehensive income. Impairment
losses recognised in prior periods are a_ssesged at each reporting date for any indications that the loss
has decreased or no longer exists. An impairment |oss Is reversed if there has been a change in the
estimates used to determine the recoverable amount. An Impairment loss is reversed only to the extent
that the asset's carrying amount does not exceed the carrying amount that would have been
determined, net of depreciation or amortisation, if no impairment loss had been recognised.

i) Non-financial assets

The carrying amount of Company's non-financial assets, other than inventories and deferred tax assets.
are reviewed at each reporting date to determine whether there Is any indication of impairment. If any
such indication exists, then the asset's recoverable amount is estimated,

The recoverable amount of an asset or cash-generaling unit is the greater of its value in use and its fair
value less cost to sell. In assessing value in use, the estimated future cash flows are discounted at their
present value using a pre-tax discount rate thal reflects current market assessments of the time value
of money and the risks specific to the asset. For the purpose of impairment testing, assats are grouped

together.
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into t

depe:::e:;“g:"’t:‘egmup of assets that generates cash inflows from continuing use that are largely

impairment loss is Cash inflows of other assets or group of assets (the “cash-generating unit’). An

estimated reco recognized if the carrying amount of an asset or its cash-generating unit exceeds its
verable amount. Impairment losses are recognized in the income statement.

:;Taaa[‘,?: 72;;"::” recognized in prior periods are assessed at each reporting date for any indication
change in the Sﬁdecmased or no longer exists. An impalirment loss is reversed if there has been a
only to the extes Mmates used to determine the recoverable amount. An impairment loss is reversed
have bee, eNt‘that the asset's carrying amount does not exceed the carrying amount that would

N determined, net of depreciation or amortization, if no impairment loss had been recognized.

(f Employee benefit
i) Defined contribution plans

é—Fmanog Makes statutory contributions to the National Social Security Fund (NSSF) and GEPF. The

ompany's obligations in respect of contributions to such funds are 10% of the employees’ gross
emoluments. Contributions to these pension funds are recognized as an expense in the period the
employees render the related services.

i) Termination benefits

Terminat?on benefits are recognized as an expense in the year when it becomes payable.
Termination benefits are determined in accordance with the Tanzanian Labour Laws.

ifi) Short term benefit

Short-term employee benefit obligations are measured on an undiscounted basis and are expensed as
the related service is provided. A liability is recognized for the amount expected to be paid under short-
term cash bonus or profit-sharing plans if the Company has a present legal or constructive obligation
to pay this amount as a result of past service provided by the employee and the obligation can be
estimated reliably.

(g) Provision

A provision is recognized if, as a result of a past event, the Company h 3
obligation that can be estimated reliably, and it is probable that an ouffje;
required to settle the obligation. Provisions are determined by discol
flows at a pre-tax rate that reflects current market assessments of the

risks specific to the liability.

(h) Operating lease payments
Lease payments made under operating leases are recognized in profit or loss Orng
over the term of the lease. Lease incentives received are recognized as an int
lease expense, over the term of the lease.

(i) Finance expenses
Finance expenses comprise interest expenses on borrowings, changes in fair value of financial assets
at fair value through profit or loss. All borrowing costs are recognized in profit or loss using the effective

interest method.

() Income tax

Income tax expense s the aggregate of the charge to the statement of profit or loss and other
comprehensive income in respect of current income tax and deferred income tax. Current income tax
is the amount of income tax payable on the taxgble profit for the period determined in accordance with
the Tanzanian Income Tax Act Cap 332 as revised.

Deferred tax is recognized using the balance sheet liability method, providing for temporary differences
petween the carrying amounts of assets and liabilities for financial reporting purposes and the amounts
used for taxation purposes. Deferred tax Is measured at tax rates that are expacted to be applied to the
temporary differences when they reverse, based on the laws that have baen enacted or substantively
enacied by the reporting date. Deferred tax assets and liabllitles are offset if there ia a lagally
enforceable right to offeet current liabllitles and assets, and they relate to incoma laxes lavied by the
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sa .
tam;tb?;i(t iaet:l‘uonty on the same laxable entity, or on different tax entities, but they intend to settle current
and assets on a net basis, or their tax assets and liabilities will be realized simultaneously.

S:;;ﬁda'pﬁmet tax is deten'nine;i using tax rates and laws that have been enacted or substantively

InCOm® WX a: statement of financial position date and are expected to apply when the related deferred

ars Tecopise gel IS realised or the deferred income tax liability is settled. Deferred income tax assets

which t °"'_Y to the extent that it is probable that future taxable profits will be available against
ICh lemporary differences can be utilised.

Income tax expense for the year comprises current and deferred tax. Income tax is recognized in the

profit or loss except to the extent that it relates to items recognized directly in equity, in which case it
IS recognized in equity.

(k) Dividends distribution
During the year the company has proposed dividend declaration of 40% of the Profit after tax.

(1 Adoption of new and revised International Financial Reporting Standard

i New and revised IFRSs mandatorily effective at the end of the reporting period

The following new or revised IFRSs were mandatorily effective and adopted by K- Finance Limited as
at the end of the reporting period but did not have a material effect on the current or previously reported
financial performance or financial position.

Name of standard Changes made to the standard

IFRS 16 Leases Key requirements
The scope of IFRS 16 includes leases of all assets, with certain exceptions.
A lease is defined as a contract, or part of a contract, that conveys the right
to use an asset (the underlying asset) for a period in exchange for
consideration.

IFRS 16 requires lessees to account fo
balance sheet model in a similar way to ﬂ -
standard includes two recognition exempt
value’ assets (e.g., personal computers) a
with a lease term of 12 months or less). A the Qbm
lease, a lessee will recognise a liability to ".Q e lease
lease liability) and an asset representing th

asset during the lease term (i.e. the right-of-use a8get) €

<
&
Lessees will be required to separately recognise -/ e on
the lease liability and the depreciation expense on the right=o!

Lessees will be required to remeasure the lease liability upon the
occurrence of certain events (e.g., a change in the lease term, a change in
future lease payments resulting from a change in an index or rate used to
determine those payments). The lessee will generally recognise the amount
of the remeasurement of the lease liability as an adjustment to the right-of-
use asset Lessor accounting is substantially unchanged from today's
accounting under IAS 17. Lessors will continue to classify all leases using
the same classification principle as in IAS 17 and distinguish between two
types of leases: operating and finance leases.

Transition

A lessee can choose to apply the standard using either a full retrospective
or a modified retrospective approach. The standard's transition provisions
permit certain reliefs. Early application is permitted, but not before an entity
applies IFRS 15.

Impact

The lease expense recognition pattern for lessees will generally be
accelerated as compared to today. Key balance sheet metrics such as
leverage and finance ratios, debt covenants and income statement metrics,
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IAS 19 Employee
Benefits ks

Prepayment Features
with Negative
Compensation =
Amendments to IFRS
9
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Changes made to the standard

such as eamings before interest, taxes, depreciation, and amortisation
(EBITDA), could be impacted. Also, the cash flow statement for lessees
Could be affected as payments for the principal portion of the lease liability
will be presented within financing activities. Lessor accounting will result in
little change compared to today’s lessor accounting. The standard requires
lessees and lessors to make more extensive disclosures than under IAS

17. The standard is effective for annual periods beginning on or after 1
January 2019.

Discount rate: regional market issue

The amendments in Plan Amendment, Curtailment or Settlement
(Amendments to IAS 19) are:

If a plan amendment, curtailment, or settlement occurs, it is now mandatory
that the current service cost and the net interest for the period after the re-

measurement are determined using the assumptions used for the re-
measurement,

In addition, amendments have been included to clarify the effect of a plan
amendment, curtailment, or settlement on the requirements regarding the
asset ceiling. Effective for annual periods beginning on or after 1 January
2019

Key requirements

Under IFRS 9, a debt instrument can be measured at amortised cost or at
fair value through other comprehensive income, provided that the
contractual cash flows are ‘solely payments of principal and interest on the
principal amount outstanding’ (the SPPI criterion) and the instrument is held
within the appropriate business model for that classification.

The amendments to IFRS 9 clarify that a financial asset passes the SPPI
criterion regardless of the event or circumstance that causes the early
termination of the contract and irrespective of which party pays or receives
reasonable compensation for the early termination of the contract. The
basis for conclusions to the amendments clarified that the early termination
can result from a contractual term or from an event outside the control of
the parties to the contract, such as a change in law or regulation leading to
the early termination of the contrag
.0‘6 e REGgo~

N
plied r:;éros}é
Wides s ?ﬁctr

ith

Transition
The amendments must be

approximates to unpaid amounts of p

{Bal A CpIus or minus an
amount that reflects the change in a be 2

Postrate.

This implies that prepayments at current fair value or at an amount that
includes the fair value of the cost to terminate an associated hedging
instrument, will normally satisfy the SPPI criterion only if other elements of
the change in fair value, such as the effects of credit risk or liquidity, are
small. Most likely, the costs to terminate a ‘plain vanilla’ interest rate swap

that is collateralised, to minimise the credit risks for the parties to the swap,
will meet this requirement.

Modification or exchange of a financial liability that does not result in
derecognition. In the basis for conclusions to the amendments, the IASB
also clarified that the requirements in IFRS 9 for adjusting the amortised
cost of a financial liability, when a modification (or exchange) does not result
in derecognition, are consistent with those applied to the modification of a
financial asset that does not result in derecognition. This means that the
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gain or loss arising on modification of a financial liability that does not result
in derecognition, calculated by discounting the change in contractual cash
flows at the original effective interest rate, is Immediately recognised in

profit or loss,

The IASB made this comment in the basis for conclusions to the
amendments as it believes that the existing requirements in IFRS 9
provided an adequate basis for entities to account for modifications and
exchanges of financial liabilities and that no formal amendment to IFRS 9
was needed in respect of this issue.

Impact
The IASB stated specifically that this clarification relates to the application

of IFRS 9. As such, this clarification does not need to be applied to the
accounting for modification of liabilities under IAS 39 Financial Instruments:
Recognition and Measurement. Any entities that have not applied this
accounting under IAS 39 are therefore likely to have a change of accounting
on transition. The standard is effective for annual periods beginning on or

after 1 January 2019,

ii. Standards and interpretations in issue but not yet effective
At the reporting date, the following new and/or revised accounting standards and interpretations were
in issue but not yet effective and therefore have not been applied in these financial statements. K —
Finance Limited has not yet assessed the impact of these changes on their financial statements when
they become effective:

i) Trade and other receivables
The fair value of trade and other receivables is estimated as the present value of future cash flows,
discounted at the market rate of interest at the reporting date.

ii) Non-derivative financial liabilities

Fair value, which is determined for disclosure purposes, is calculated based on the present value of
future principal and interest cash flows, discounted at the market rate of interest at the reporting date.

2019 2018
TZS TZS
3. Interest expense
Interest on bank loans 25,165,992 57,794,599
Interest on internal loans ~ 1,250,000 500,000
1,28,415,992 58,294,599
N
4. Fee and commission income
Processing fee 00 60,752,500
Application fee 000 4,900,000
Visitation Fee ,000 - 4,170,000
Insurance commission TR 100,000 20,656,055
CRDB agency commission - 4,236 460
Mobile money commission . 2,841,938
NMB Wakala Commission ST 984778
40,395,400 97,821,731
5 Feesand commission expenses
Loan processing cost 3,555,000 150,000
Bank charges .. 1,154,630 2,157 833
4,709,639 2,307,833
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Other Income

Sundry income

Loan penaity

Gain in disposal of assets

......

2019
TZ5

2018
Ly 2
3,607,351
56,226,613
10,760,420

70,684,384

Ouring the year the company decided to abandon the charging of loan penally interest so as
to remain competitive in the market.

Personnel costs

Salaries and wages
NSSF-Employer contribution
SDL expenses

Other staff benefits
NHIF-employer contribution
Workman's compensation

Administrative expenses
Communication expenses
Fuel expenses

Travel and transport
Printing and stationery
Office Utilities

Repair and maintenance
Staff training expenses
Accounting and audit fee
Security guards

Directors meeting expenses
Legal and professional expenses
Office rent

Loan recovery expenses
Software and license expenses
Insurance expenses
‘Subscription expenses
Market development
Consultancy expenses
Office expenses

Stamp duty expense

Lose on asset disposal
Audit fee

Travel costs

Business clinic expense
Staff welfare expenses
Directors fees

262,603,502 209,175,000
23,762,603 18,660,500
13,408,764 9,518,025
21,526,978 2,785,714

5,238,408 4,350,360
2,378,270 1,933,050
328,914,706 246,442,649

8,630,000 7,058,499

8,170,000 17,448,000

5,661,250 6,885,100

3,080,700 5,559,080

9,595,850 6,940,500

18,843,738 41,756,178
16,028,000 5,946,500
6,000 6,000,000
8,000 A ;o 1,480,000

34,273,100
22,530,600
4,937,088
425,796
1,378,700
9,800,000
22,001,471
8,497,050
2,320,600

_..51,187,500

338,716,238

~=35 663,300

25,880,000
2,333,550
16,179,129
9,679,713
5,000,000
19,252 430
1,095,000
3,936,000
30,000,000
326,656,866
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10. Properties and equipment
Year ended 31 December 2019

Computer Furniture
s and Motor and Office
_Equipment Vehicles Fittings _ Equipment Total
TZS TZS TZS TZS TZS
COST
At start of year 25,427,000 84,807,293 13,877,900 31,995,400 156,107,593
Additions 6,170,000 13,000,000 2,873,000 7,010,522 29,053,522
Disposal : (21,841,804) - - (21,841,804)
At end of year 31,597,000 75,965489 16,750,900 39,005,922 163,319,311
DEPRECIATION
At start of year 19,469,962 44,417,283 8,521,683 15,396,431 87,805,359
Charge for the year 3,379,231 7,952,771 1,028,652 2,951,186 15,311,840
Disposal g (6,463,103) 5 - (6,463,103)
At end of year 22,849,193 45,906,951 9,550,335 18,347,617 96,654,096
Net book value 8,747,807 30,058,538 7,200,565 20,658,305 66,665,215
Year ended 31 December 2018
Computers
and Motor Furnitu
Equipment Vehicles and Fittin Total
TZS TZS TZS
Cost {/ \
At start of year 26,617,000 95,347,293 26,589, 4; 3(? 93 900 N 3;_ 8,748,008
Additions 6,760,000 260,000 2,330,008 C6 6 4'0/09
Disposal (7,950,000)  (10,800,000) (15,041,915) wM
At end of year 25,427,000 84,807,293 13,877,900 \.U34,995,400
\‘@2'\11 AR ©
Depreciation
At start of year 22,085,049 26,568,291 17,919,948 17,421,504 83,994,792
Charge for the year 441,713 26,399,413 969,530 1,400,034 29,210,689
Disposal (3,056,800) (8,550,420) (10,367,795) _ (3,425,107) (25,400,122)
At end of year 19,469,962 44,417,283 8,521,683 15,396,431 87,805,359
Net assets 5,957,038 40,390,010 5,356,217 16,598,969 68,302,234
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11. Cash and cash equivalent
Cash at bank

NMB A/C
Vault cagh
Bank overdraft

2019 2018

Pt 128
26,678,635 50,081,436
12,971,081 15,801,466
198,100 2,331,319
(196,931,109) .
(167,083,293) 69,204,221

Bank overdraft is payable on demand. Overdraft of 196 million (2018: nil) from CRDB-bank
used for purpose of working capital for company lending business. The bank overdraft carries

an interest of 14% per annum

12. Loans to customers
Portfolio outstanding
Less: Allowance for impairment
Net loans to customers

13. Receivables and prepayments

Other receivables
Prepaid expenses
Staff advances

14. Financial investment
CRDB Agency account
NMB wakala

15. Term loans
Loan from SELF
Loan from directors
Loan from CRDB

In 2018, the company received loans amounted to 50 millio

1,014,327,326 896,855,856
(249,386,734) (198,029,212)
764,940,592 698,826,644
5,966,500 5,000,000

15,558,752 25,574,661

3,285,453 45,600
24,810,705 30,620,261
10,000,000 10,000,000

3,000,000 3,000,000

—__ 13,000,000 13,000,000

2 g 125,000,000
g ) N 50,000,000
04.1'?@ /12(1.955,023 38,134,841
c,vcé\ ) . 2
ot < 21,955,022% 213,134,841

Shillings from a director

at an interest rate of 12%. The loan was for three months and 15 days duration and the amount

remained unpaid as of 31 December 2018,

16. Mm‘ tax liability
At start or year
Credit for the period

29(|FPage

27,168,344
. (1,326,235)
265,842,109

— 27,168,344

27,168,344
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18.

19.

20. Related party transactions and balances

Trade and other payables
Audit fee payable

Interest on loans payable
PAYE &SDL payable
NSSF payable
Withholding tax payable
Other payable

Dividend payable

Loan Insurance payable
Trace |T payable

General expenses provision

Loan security refundable
Amana Saving
Maendeleo Saving

Other payables
Other payables

Identification of related parties

2019 2018

128 128
9,800,000 5,000,000

g 958,333
12,138,831 3,366,774
7,492,891 5,882,675
2,095,490 968,500
28,208,528 27,281,529
: 26,377,907

- 23,509,923
17,044,043 1,635,000
| 2000946 15297,500
81,579,729 110,278,141
16,774,101 19,674,101
. 68,949 68,949
16,843,050 19,743,050
58,470,617 126,113,264
58,470,617 126,113,264

Parties are related if the party can control the other party or exercise significant influence over the other
party in making financial or operational decisions. In the normal course of business, several company
transactions are entered into with related parties i.e., key management personnel and directors.

Transactions with related parties
Transactions entered with related parties during the year, includes payments to directors and key
management personnel working with the company. Key management personnel are described as those
persons having authority and responsibility for planning, directing, and controlling the activities of the
company, directly or indirectly, excluding non-executive directors of the company. They comprise the

Chief Executive Officer and heads of departments who are reporting directly to the Chief Executive
Officer.
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2019 2018

The following transactions were carried out with related parties: TZS TZS
Key management remuneration 56,800,000 45,000,000
Directors fees 51,187,500 30,000,000
Directors sitting allowance and other meeting expenses 11,459,950 9,361,600
Transport costs 20,001,000 19,252,430
127,988,500 138,196,150

Transport costs includes travel payments to directors and chief executive officer during the year

ili. Balances with related parties

2019 2018
TZS TZS

Balances due to related parties
Loan from directors (note 15) - 50,000,000

21. Operating lease expense

The total future minimum lease payment under non-cancellable operating leases are payable as
follows:

Lease payments 2019 2018

TZS TZS
Not later than one year 28,447,850 26,439,200
Over one year 80,305,267 126,960,000

R0 723, 137

153,399,200

Lease rental expensed during the year amounts to TZS 25 million (
under note 8 to the financial statements.

22. Employees benefits

K-finance has a defined contribution plan for its employees, under whi
10% of their monthly salary and 10% is contributed by the company.

23. Events after the reporting period

The Directors of K-Finance Ltd would like to take not of the covid-19 pandemic that arose because of
the Novel corona virus. This disease erupted in China and was announced officially by WHO in
December 2019 and declared a pandemic in January 2020. It has resulted in adverse economic effects
to the world and Tanzania has not been an exception. Tanzania recorded our first case on March 2020
and from there on K-finance has suffered a significant decline in repayment and overall business
activities as the population 1S advised to stay in their homes as a safety measure against spreading of
infections. This has led to closure of schools, colleges, and discouraged gatherings, which has affected
the school industry and the entertainment industry. Also, many offices have activated the working from
home protocol. As these industry feed into the value chain of many other businesses there has been a
huge domino effect in overall business environment.

P a.0©
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Risks management

The company board of directors has overall responsibility to the establishment and oversight of
company risks management framework, The risks rr?anagem%nt policies are established to identify and
analyses risks that faced by the company, to set appropriate risk limits and controls and monitor risks
adherenqe 1o limits. The risks management policies and systems are reviewed regularly to reflect
changes in the market condition and the company activities.

The boarg of directors monitors the company risks management policies and procedures assisted by
Internal auditor. The internal auditor undertakes both regularly and ad hock reviews of the risks
Mmanagement and contro| procedure, the result of which reported to the board of directors.

The company has exposure on the following risks
* Credit risks
* Liquidity risks
* Interest rate risks

25.1  Credit risks

_Credit risk is the risk of financial loss to the company if a customer or counterparty to a financial
instrument fails to meet its contractual obligations and arises principally from the company’s trade and
other receivables. The credit risk management process is part of the overall operational risk
management framework of the company and is reviewed continually with respect to its accuracy and
appropriateness. The company mitigates risk concentration through policy and pogtfelie-diversification
regarding loan products and economic sectors.

Management evaluates credit risk relating to customers on an ongoing basi
various sound practices set out to specifically address the following areas:

a. Establishing an appropriate credit risk environment

The board of directors shoulders the responsibility for approving an
annually) reviewing the business strategy which encompasses credit ¥
credit risk policies of the institution. The strategy reflects the institution’s
and the level of profitability the institution expects to achieve for incurring v
risks.

b. Operating under a sound credit granting process

K-finance operates within a sound, well-defined credit-granting criteria. The criteria include
a clear indication of the K-finance's target market and a thorough understanding of the
borrower or counterparty, as well as the purpose and structure of the credit, and its source
of repayment.

c. Maintaining an appropriate credit administration, measurement, and monitoring
rocess

g-ﬁnance uses information systems (CRDB Finance Solution) and analytical tools (credit

scoring and assessment) that enable management to measure the credit risk inherent in all

on- and off-balance sheet activities. The management information system provides

adequate information on the composition of the credit portfolio, including identification of

any concentrations of risk.
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d. Ensuring adequate controls over credit risk ,
The interal audit function acts as an independent, ongoing assessor of the K-finance's
credit risk management processes and the results of such reviews are communicated
directly to the board of directors and senior management for action.

26.2  Liquidity risks

Liquidity risk is the risk that the company will not be able to meet its financial obligations as they fall due.
The company's approach to managing liquidity is to ensure, as far as possible, that it will _always'have
enough liquidity to meet its liabilities when due, under both normal and stressed conditions, without
Incurring unacceptable losses or risking damage to the company's reputation.

Liquidity is further managed by monitoring forecast cash flows to ensure that the company has adequate
cash resources to meet its short-term commitments.

The company ensures that it has enough cash on demand to meet expected operational expenses,

including the servicing of financial obligations; this excludes the potential ippact=o —extreme

circumstances that cannot reasonably be predicted. Al liquidity policies and progg
review and approval by the company’s board of directors. accompanying op§
mismatch of assets and liabilities according to their maturity profiles cannot
directors ensure that the mismatch is controlled in line with allowable risk levels\&a:

Day-to-day funding managed by monitoring future cash flows to ensure that requirefg
These include replenishment of funds as they mature or are borrowed by customers:
maintains an active presence in money markets to enable this to happen.

e
* Maintaining a portfolio of highly marketable assets that can easily be liquidated as protection
against any unforeseen interruption to cashflow.

« Monitoring statement of financial position liquidity ratios against internal and regulatory
requirements; and
« Managing the concentration and profile of debt maturities.

Monitoring and reporting take the form of gap analysis, maturity ladder as well as cashflow measurement
and projections for the next day, week and month respectively, as these are key periods for liquidity
management. The starting point for those projections is an analysis of the contractual maturity of the
financial liabilities and the expected collection date of the financial assets.

The table below analyses assets and liabilities into relevant maturity groupings based on the remaining
period on 31 December 2019 to the contractual maturity date.

25.3 Interest rate risk

Interest rate risk is the risk that the future cash flows or the fair value of a financial instrument will
fluctuate because of changes in market interest rates. The company take on exposure to the effects of
fluctuations in the prevailing levels of market interest rates on both its fair value and cash flow risks.
Interest margins may increase because of such changes but may reduce losses if unexpected
movements arise. The company’s board sets limit on the level of mismatch of interest rate re pricing that
may be undertaken, which is monitored daily by the organization.

25. Comparative figures

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