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VisionFund Uganda Limited

Financial Statements

For the year ended 31 December 2021
REFCRT OF THE DIRECTORS

The directors submit their report and the audited financial statements for the year ended 31 December 2021, which
disclose the slate of alfairs of VisionFund Uganda Limited "the Comaany".

OUR VISION

VisionFund Uganda Limited shares the Woerld Vision International vision which is: "Qur vision for every child, life in all its
fullness, Our prayer for evary hear, that will make it so".

OUR MISSION

To improve the lives of children by providing low income entreprenuers with sustainable and intergrated financisl
gervices that unlock their pefential.

THE THREE YEARS STRATEGY {2022-2024)
The VisionFund Uganda strategic objeclives align with VisionFund International strategy 2030 and they include;

To sustainably impact 300,000 children in the rural and vulnerable communities while aligning the footprint with Waorld
Vision Uganda Area Programs.

- Register a Profit After Tax of UGX 500 millicn by 2024

- Deliver our offerings to 50,000 clients through branch nelwork, digital channels, World Vision Uganda and other
parlners.

PRINCIPAL ACTIVITIES

The princigal activity of the company is that of extention of credit, including the provision of short term loans to small or
micro enterprises and |ow income households using a ‘credit with education' approach usually characterised by use of
collateral substitutes such as group guarantees and compulsery savings,

2021 2020
RESULTS Shs'000 Shs'000
Loss before tax (B10,738) (4,483 680)

Tax (charge) / credit = =
Loss for the yvear (B10,738)  (4.483,580)

PRINCIPAL RISKS AND UNCERTAINTIES

The overall business environment continues to remain challenging and this nas a resultand effect on overall demand of
the company's praducts The company's strategic focus is 1o enhance sales growth whilst maintaining profit margins, the
success of which remaing dependent on overall market conditions. In 2dditian to the business risks discussed above, the
company's activities expose it to @ number of financial risks which ara described in detail in Note 27(b) to the financial

statements.
SHARE CAPITAL

The auihorised, issued and paid up share capital s Shs.13,000,000,000 (2020: 13,000.000,000) representing
12,000,000 (2020; 13,000,000) ordinary shares wilh a par value of Shs. 1,000 (2020: 1,000) per share.

DIVIDEND

The directors do not recammend the declaration of a dividend for the year (2020 Nil).

DIRECTORS

The directors who held office during the year and to the date of this report are shown on paga 1

In accordance with the company's Articles of Assaociation, no directar is due for retirement by rotation.
INDEPENDENT AUDITOR

The Company's independent auditors, EDO East Africa, Certified Public Accountants of Uganda, were appointed during
the year and being eligible, have expressed their willingness o continue in office in accordance with Section 167(2) of

the Companies Act, 2012 of Uganda,

APPROVAL OF FINANCIAL STATEMENTS \ \
The financial statements were approved at a meeting of the board of directors held on = 2.5\ Q. &\ D22

BY ORDER OF THE BOARD

COMPANY SECRETARY=— '
KAMPA

Ao D22_2022




VisionFund Uganda Limited

Financizl Statements

For the vear ended 31 December 2021

STATEMENT OF DIRECTORS' RESPONSIBILITIES

The Ugandan Companies Act 2012 requires the directors to prepare financial statemants for each financial year
which give a true and fair view of the state of affairs of the company as at the end of the financial year and of its
profit or loss for that year, It also requires the directors to ensure that the company keeps proper accounting records
that are sufficient to show and explain the transactions of the company, and that disclose, with reasonable accuracy,
the financial position of the company and that enables them to prepare financial statements of the company that
comply with the International Financial Reporting Standards (IFRSs) and the requirements of the Ugandan
Companies Act, 2012, The directors are also responsible far safeguarding the assets of the company and for taking
reesonable steps for the pravention and detection of fraud and other irragularitiss.

The directors accepl responsibility for the preparation and fair presentation of these financial statements in
accordance with the International Financial Reporting Standards and in the manner required by the Companies Ac,
2012, They also accepl responsibility for:

i. designing, implementing and maintaining such internal control as they determing is necessary to enahble the
preparation of financial statements that are free from material misstatement, whether due to
fraud or error;

ii. selecting and applying appropriate accounting policies; and

iil. making accounting estimates and judgements that are reasonable in the circumstances.

The Directors are of the opinion that the financial statements give a true and fair view of the financial position of the
company as al 31 December 2021 and of the company's financial performance and cash flows far the year then
ended in accordance with International Financial Reporting Standards and the requirements of the Uganda

Companies Act, 2012,

In preparing the financial statements the directors have assesszed the company's ability to continue as a going
concern as set out in Note 1(a) to the financial statements. The directors are of the opinion that the company will
remain a going concern for at least the next twelve months from the date of the statement based on the faciors

described in Notz 1(a).

The following malters have been considered by the directors in determining the appropriateness of the going
concern basis of preparation in the financial statements.

i The shareholders have pledged that they will continue to support the day to day operations of the company
and if necessary remit funds to meet the financial obligations as they fall due Based on these factars, the
financial statements have been prepared on a going concern basis which assumes that the company will
continue in operational existence for the fore-seeable future.

i Cash flow and profitability forecasted results for the next 12 months prepared by management indicate that
VisionFund Uganda Limited will have sufficient cash assets to be able to meel its obligations as and when
they are due,

iv Since QOclober 2019 Management has been effecting a Board approved Cost management sirategy.
Management therefore expecls thal the operating costs will be further reduced within the next 12 months and

this will further increase the Institution’s operating cash flows.

v Managemeant is undertaking a deliberate Growth Strategy during the post covid-19 pandemic and is confident.
that this will ensure a growing revenue base for the institution cver the next 12 months period.

vi  Managemeant negotiated the reschaduling of loans
The directors acknowledge that the independent audit of the financial statements does not relieve them cf ther
responsibilities.

So far as each of the directars is aware, there is no relevani audil information which the auditor is unaware of, and
gach of the direclors has taken all the steps that ought to have been taken in order to become aware of any relevant
audit informalion and to establish that the auditor iz aware of thal information.

Approved by the board of directors on JL‘?‘IF" U\Q}Jfk'\ 2022 and signed on its behalf by:

x%b. = NG —

DIRECTOR 3 DIRECTO
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Report of the independent auditor to the members of VisionFund Uganda

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of VisionFund Uganda Limited set out on pages 7 to 35 which comprise
the statement of financial pesition as at 31 December 2021 and the statement of profit or loss, Statement of
changes in equity and statement of cash flows for the year then ended, and notes to the financial statements,
including a summary of significant accounting policies.

In our opinion, the accompanying financial statements give a true and fair view of the financial position of the
campany as at 31 December 2021, and of its financial performance and cash flows for the year then ended in
accordance with the International Financial Reporting Standards and the Uganda Companies Act, 2012.

Basis of opinion

We conducted our audit in accordance with International Standards on Auditing (15As). Our responsibilities under
those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements
section of our report. We are independent of the company in accordance with the International Ethics Standards
Board for Accountants Code of Ethics for Professional Accountants (IESBA Code) together with the ethical
requirements that are relevant to our audit of the financial statements in Uganda, and we have fulfilled our other
ethical responsibilities in accardance with theserequirements and the IESBA Code. We helieve that the audit
evidence we have abtained is sufficient and appropriate to provide a basis for our apinion.

Key Audit Matters

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

Impairment of loans and advances

The impairment of loans and advances is a key audit matter due to the degree of judgment and estimation
required. The identification of impairment and the determination of the recaverable amaunt is an inherently
uncertain process involving various assumptions and factors including the financial condition of the counterparty,
expected future cash flows, observable market and economic matters. The use of various inputs in the modelling
of IFRS 9 expected credit loss (ECLimodel and assumptions could produce significantly different estimates of
impairment loss provisions. Management has made a number of assumptions when designing and implementing
a general model that is compliant with IFRS 9 Financial Instruments, putting into consideration of the Company’s
unique business model and its nature of loan products. Refer to Note 1(i) and Note 13{a) that describe the
assumptions made in determining impairment prevision and the output of the model respectively.

How the matter was addressed in the audit (key procedures);

+ Reviewed and analysed the expected credit loss impairment model and impairment methodelogy adopted by
management, including the key parameters of exposure at default (EAD), prabability of default (PD), and loss
given default (LGD).

Elhel Fawn Cousons”, Rennety MAKAN hinli wadtabenita®' - ametican | LREARTRrE]
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Report of the independent auditor to the members of VisionFund Uganda Limited
Key Audit Matters (continued)

Report on the Audit of the Financial Statements (continued)

How the matter was addressed in the audit (key procedures);

+ Evaluated and challenged the assumptions underlying the impairment model, for relevance and reasonableness.
« Key assumptions related to; loss rates used as discount rates while determining present values of forced sale
values for collateral securities, and macro-economic factors covering impact of Covid-19 used to incorporate
farward-looking information in the model's PDs.

« Tested the appropriateness and accuracy of inputs to the model and where available, compared data and
assumptions to external benchmarks;

+ For a sample of customer accounts, we evaluated management’s assessment of increase in credit risk for
specific custemer balances and for appropriate staging, and

+ Evaluated the cutput of the impairment model in comparison to the final computations, financial statements
and adjustments passed in the general ledger, for accuracy of the reported madel's output (provision).

We found that the inputs to the ECL model were fairly accurate, output of the model was reasanable (fairly
stated), andthe disclasures in the financial statements pertaining expected credit loss provision on loans and
advances were fairly complete and appropriate.

Other Matter

The financial statements of the company for the year ended 31 December 2020 were audited by another auditor
wha expressed an unmodified opinion on those financial statements on 20 May 2021, The predecessor auditor
reported on thefinancial statements for the year ended 31 December 2020 before the amendments described in
Mote 29 to the financial statements.

As part of our audit of the company's 31 December 2021 financial statements, we also audited the reclassification
adjustments described in Note 29 that were applied to amend the 31 December 2020 financial statements. In
our opinion,such reclassification adjustments are appropriate and have been properly applied, We were not
engaged to audit, review, or apply any procedures to the 31 December 2020 financial statements of the company
other than with respect to the reclassification adjustments and, accordingly, we do not express an opinion or
any ather form of assurance on the 31 December 2020 financial statements taken as a whaole.

Responsibilities of Management and Those Charged with Governance for the Financial Statements

Management is responsible for the preparation of the financial statements that give a true and fair view in
accordance with |FRSs and the requirements of the Ugandan Companies Act, 2012, and for such internal control
as management determine 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 Lo going concern and using the going concern basis
of accounting unless management either intends to liquidate the company or to cease operations, or has no
realistic alrernative but to do so.

Those charged with governance are responsible for overseeing the company's financial reporting process.

[ |
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Report of the independent auditor to the members of VisionFund Uganda Limited (continued)

Report on the Audit of the Financial Statements (continuad)
Other information

The directors are responsible for the other information. The other information Comprises the company's
infarmation and the directors’ report but does not include financial siatements and our auditor's repart thereon.

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

In connection with our audit of the Tinancial statements, our responsibility is to read the other information and,
in domng so, consiger whether the other information is materially inconsistent with the financial statements or
our knowledge obtained inthe audit, or otherwise appears to be materially misstated. If, based on the work we
have performed, we conclude that thereis a material misstatement of this other information, we are required to
report that fact. We have nothing to report in this regard.

Responsibilities ef Management and Those Charged with Governance for the Financial Statements

Management is responsible for the preparation of the financial statements that give a true and fair view in
accordance with IFRSs and the requirements of the Ugandan Companies Act, 2012, and for such internal control
as management determine s necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud ar 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 management either intends to ligudate the company or to cease operations, or has no
reglistic alternative but to do so.

Those charged with governance are responsible for overseeing the company's financial reporting process.
Auditor s respansibilities for the audit of the financial statements

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

As part of an audit in accordance with 1SAs, we exercise professional judgment and maintain professional
skepticismthroughout the audit. We also:

* ldentify and assess the risks of material misstatement of the financial statements, whether due te fraud or
error, designand perfarm audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate toprovide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than forone resulting from errar, as fraud may involve collusion,
forgery, intentional amissions, misrepresentations, or the override of internal control.

e Obtain ar understanding of internal control relevant to the audit in order to desig!'t audit pmcedurr_-:s that are
appropriatein the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the company's internal control,

s Evaluate the appropriateness of accounting policies used and the reasanableness of accounting estimates and
related disclosures made by management.
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Report of the independent auditor to the members of VisienFund Uganda Limited (Continued)
Report on the Audit of the Financial Statements (Continued)

Auditor’s responsibilities for the audit of the financial statements (Continued)

« Conclude on the appropriateness of director's use of the going concern basis of accounting and based on the
audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the company’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor's report to the related disclosures in
the financial statements or, if such disclosures are inadequate, to modify our opinion. Qur conclusions are
based on the audit evidence obtained up to thedate of our auditor's report. However, future events or
conditions may cause the Company to cease to continue as a going concern.

» Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in a
manner that achieves faw presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal control
that we identify during our audit,

Wa also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters that
may reasonably be thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those matters that were of
mast 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 auditor’s report unless law or regulation precludes public disclosure about the
matter or when, in extremely rare circumstances, we determine that a matter should not be communicated in
aur 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 and regulatory reguirements

As required by the Ugandan Companies Act, 2012 we report to you, based on our audit, that:

(i) we have obtained all the information and explanations which to the best of our knowledge and belief were
necessaryfor the purposes of our audit;

(i) in our opinion proper books of account have beer kept by the company, so far as appears from our
examination ofthose books; and

i) the company’s statement of financial position and statement of profit or loss and accumulated losses are

in agreement with the books of account.

The engagement partner responsible for the audit resulting in this independent auditor’s report fs CPA Nicholus
Mushabenta - holding practicing license number - PO507

A.rE E EEI TR

Nicholus Mushabenta - Partner
BDO East Africa
Certified Public Accountants of Uganda

F.O Box 9113
Kampala '

Date 6‘ ’T\}’hﬂ\ f 2022




VisionFund Uganda Limited
Financial Statements
For the year ended 31 December 2021

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

Interest income

Interest expense

Net interest income
Fee and commission income

Other operating income

Impairment losses on financial assets at amortised cost

Employee costs
Operating expenses
Finance costs

Loss hefore tax

Tax charge
Loss for the year

Other comprehensive income

Revaluation surplus

Deferred tax on revaluation reserve

Other comprehensive income, net of tax

Total comprehensive loss for the year

The notes on pages 12 to 41 form an integral part of these financial statements.

Motes

9(a)

2021 2020
Shs'000 Shs'000
13,399,523 12,528,495
(3,507,080)  (4,566,912)
9,892,463 7,961,584
1590260 1318229
2,223,269 1,638,653
(1,338,7368)  (1,267,765)
(6.662,154)  (7,310,082)
(6,187,922)  (5,516,464)
(127,927) (187,735)
(610,738)  (4,463,580)
(610,738)  (4,463,580)
169,792 .
(50,937) 5
118,854 ;
(491,884)  (4,463,580)




VisionFund Uganda Limited
Financial Statements

For the year ended 31 December 2021

STATEMENT OF FINANCIAL POSITION

2020
2021 *Restated
Notes Shs'000 Shs'000
ASSETS
Cash and cash equivalents 10 4,685,518 4 582 792
Placements with commercial banks 1 - 1010418
Loans and advances 13(g) 27,108,232 23,964,963
Other assets 12 505,147 579,801
Current tax recoverabie 9(c) 484 177 476,698
Property and equipment 14 2,133,547 2373,514
Right of use assst 16 1235678 1,513,791
Intangible assets 15 7HO &T0 1. 481 454
Total assets 36,912,867 35,963,431
LIABILITIES
Lease liability 18 1,306,520 1,554,004
Clients' compulsory savings 18 740,077 880,141
Provisions 21 B3 865 39,683
Other liabilities 20 7,860,186 5,883,821
Borrowings 22 18,183,527 20,547,210
Deferred tax liability 26h) 130,760 85,974
Total liabilities 28,384,935 29,100,833
CAPITAL AND RESERVES
Share capital 23 13,000,000 13 000 000
Share premium 24 1,848,624 1,849 624
Shareholders funds awailing allotment 25 3,289,327 1,151,629
Revaluation reserve 28a) 305,104 200,604
Accumulated loszes (9.916,123) {9,.319,560)
Total Shareholders' Equity 8,527,932 6,882,597
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 36,912 867 35,983 431

The financial statements on pages & to 41 were approved and authorised for issue by the Board of Directors on
N‘ \;\thr&.\ 2022 and signed on its behalf by,

DIRECTOR DIRECTOR

The notes on pages 12 to 41 form an integral part of these financial statements.

“Certain amounts shown here do not correspond to the 2020 financial statements and reflect reclassification adjustments
made as indicated in Note 28, 9
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VisionFund Uganda Limited
Financial Statements
For the year ended 31 Deecember 2021

STATEMENT OF CASH FLOWS

Notes

Loss before fax

Adjustments for:

Depreciation of property and squipment 14
Depreciation on right of use assst 16
Cancelation of lease liabilities 17
Wirite off Right of use assets 16
Amaortisation of intagible assets 15
Interest on lease liabilities 18
Forzign exhange gain on leans

{Gain) / loss on disposal of property and equipment

Accrued interest on borrowings

Changes in working capital

Decrease in other assets

{Increase) /decrease in [oans and advances
Increase in Provisions

Decrease in clients' compulsory savings
Increase in other liabilities

Tax paid

Net cashflows generated from flused in) operating activities

Investing activities

Purchase of property 2nd equipment 14

Additions to right of use assets 15
Proceeds from disposal of fixed azsels

Met cash used in investing activities

Financing activities

Proceeds fram long-term borrowings

Repayments of long-term borrewings

Additions to Lease liakility

Payments for lease liability

Share capital increase 23
Shareholders' fund awalting allatment 25

Met cash (used in) /generated from financing activities

(Decrease) [lncreasc in cash and cash equivalents

Cash and cash equivalents at start of ysar

Cash and cash equivalents at end of year 10

The notes on pages 12 to 41 form an integral part of thase financig!l statements.

11

2021 2020
Restated

Shs'000 Shs'000
(810,738)  (4,483,580)
573,542 750,812
323,240 431,971
(261,010) {352,180)
142,289 998 454
720,884 721,573
127,927 187 735
(15,078) -
{46,358) 1,657
3,507,080 4,566,912
74,654 99502
(3,143,289) 1,437 856
24,182 4 483
(250,064) (430,260
2,076,365 457 114
(7,479) -
3.236.147  4,412.939
(169,384) {414,988)
(187.417) (730,211)
51,958 174
(304.843) (1,145,025
4,284,508 2,007,885
{(10,140,178)  (5,442,8895)
237,733 -
(358 4585) {560,551)
- 3,559,376
2137,308 (1,684,875
(3.638989) _ (2131161
(007 695) 1,138,753
5533210 4,458,458
4685515 5583210




VislenFund Uganda Limited
Financial statements
For the year ended 31 December 2021

NOTES

;8

a)

SIGNIFICANT ACCOUNTING POLICIES

The principel accounting policies adopted In the preparation of these financial statements are set oul below. These
policias have been congistently applied to all the years presented, unless otherwise stated.

These flinancial stalements comply with the requirements of the Ugandan Companies Act, 2012 The statement of profit
or loss and statement of comprehensive income represent the profit and loss account referred to in the Act. The
statement of financial position represents the balance sheet referred fo In the Act.

Statement of compliance

The financial statements of VisionFund Uganda Limited ("the Company") have been prepared in accordance with
Internalional Financial Reporting Standards (IFRSe) and the Companies Act 2012, laws of Uganda.

For pumoses of reparting under the Companies Act, 2012 of Uganda, the balance sheet in these financial statements
1s represented by the slatement of financial position and the profit and loss account is represented by the statement of
profit or loss and other comprehensive income.,

Basis of preparation

The financial staterments have been prepared under the historical cosl convention except as indicated atherwise below
and are in accordance with International Financial Reporting Standards (IFRS). The historical cost convention is
generally based on the fair value of the consideration given in exchange of assets Fair value is the price that would be
received to sell an asset or paid to transfer a liability in an orderly transaelion belween markel participants at the
measurement dale, regardless of whether that price is directly observable or estimated using another valuation
technique. In estimating the fair value of an asset cr liability, the company takes into account the characteristics of the
asset or lizbility If market participants would take those characteristics into account when pricing the asset or liability at
the measurement date. Fair value for measurement and/or disclosure purposes in these financial statements is
determined on such a basis, excepl for measurements that have some similarities to fair value but are net fair value,
such as net realisable value in 1AS 2 Inventories or value n use in |AS 36 -Impairment of Assets

In addition, for financial reparting purposes, fair value measurements are categerised into level 1, 2 or 3 based on the
degree ta which the inpuls to the fair value measurements are observable and the significance of the inputs to the fair
value measurement in its entirety, which are described as follows:

- Level 1 Inputs are quoted prices (unadjusled) in active markets for identical assets or
liabilities that the entity can access at the measurement date;
- Level 2 inputs are inputs, other than quoted prices included within Level 1, that are
obiservable for the asset or liasility, either directly or indirectly; and
- Level 3 inputs are unobservable inputs for the asset ar liability.
Transfer between |evels of the fair value hierarchy are recognised by the directors at the end of the reporting period
during which the change occurred.

Going concern

The financial performance of the company s set out in the director's report and in the statement of profit or loss and
the other comprehensive income. The financial position of the company is set out in the statement of financial position.
Disclosures in respect of risk management are set out in note 27.

Based on the financial perdformance and position of the company and its risk management policies, the directors are of
the opinion that the company s well placed to continue in business for the foreseeable future and as a result the
financial statements are prepared on a going concern basis,

The ultimate parent company VisionFund International has pledged in its letter of support dated its continuing support
for at least 12 months from the date of approval of the financial statements for the year ended December 31

Diecember 2021,
VisionFund International has further stated that It has no intention of calling up the outstanding loan amount of Shs 16

Billion owed to it by VisionFund Liganda Limited in any way that might give rise to a liquidily shortage in the company,
Cash flow and profitability forecasted results for the next 12 months prepared by management indicate that VisienFund

Uganda Limited will have sufficient cash assets to be able to meet its obligations as and when they are due.

Since October 2019, Management has been effecting a Board approved Cost Reduction Strategy Management
therefore expecls that the operating costs will be further reduced within the next 12 months and this will further

increase the institution’s operating cash flows.
Management is undertaking a deliberate Growth Strategy and is confident that this will ensure a growing revenue base

for the institution over the next 12 months period. 12



VisionFund Uganda Limited

Financlal statements

For the year ended 31 December 2021
NOTES (CONTINUED)

a) Basis of preparation (continued)

{i) New and amended standards adopted by the company

The Cempany applied for the first-time ceriain standards and amendments, which are effective for annual pericds
heginning on or after 1 January 2021. The Company has not early adopted any other standard, interpretation or
amendment that has been issued butis not yet effective.

Covid-19-related Rent Concessions — Amendments to IFRS 16

As a result of the COVID-19 pandemic, rent concessions have been granted to lessees. Such concessions might
take a variety of forms. including payment holidays and deferral of lease payments. In May 2020, the |ASB madea an
amendment to IFRS 16 Leases which provides lessees with an oplion to treat qualifying renl concessions in the
same way as they would if they were not lease modifications.

In many cases, this will result in accounting for the concessions as vanable legse payments in the period in which
they are granted. Entities applying the practical expedients must disclose this fact, whether the expedient has been
applied to all qualifying rent concessions or, if not, Information about the nature of the contracts te which it has been
applied, as well as the amount receognised in profit or loss arising from the rent concessions,

The relief was originally limited to reduction in lease payments that were due on or before 30 June 2021, However,
the IASE subsequently extended this date to 30 June 2022, with an early adoption being permitted.
The amendments did nol have a significant impact on the financial statements of the Company.

Intarest Rate Benchmark ReformPhase 2 — Amendments to IFRS &, IAS 39, IFRS 7, IFRS 4 and IFRS 16

In August 2020, the IASB made amendments to IFRS G, |AS 39, IFRS 7, IFES 4 and IFRS 16 to address the issues
that arise during the reform of an interest rale benchmark rate, including the replacement of one benchmark with an
alernative ane.

The Phase 2 amendmenis provide the following reliefs:

When changing the basis for determining contractual cash flows for financial assets and liabilities (including lease
liabilities), the reliefs have the effect that the changes, that are necessary as a direct consequence of IBOR reform
and which are considered economically equivalent, will not result in an Immediate gain or loss in the income

statement,
. The hedge accounting reliefs will allow most IAS 39 or IFRS 9 hedge relationships that are directly affectad by IECR
reform to continue. However, additional ineffectiveness might need to be recordad.

Affected entities need to disclosa information about the nature and extent of risks arising from IBOR reform to which
the eniity is exposed, how the entity manages those risks, and the entity's progress in completing the transition to
alternative benchmark rates and how it is managing that transition.

Given {he pervasive nalure of IEOR-based contracts, the reliefs could affect companies in all industries;
The amendments did net have a significant impact on the financial statements of the Caompany.

(i} New standards, amendments and interpretations issued but not effective
Af the date of authorization of the financial statements of the Company for the year ended 31st December 2021, the
following standards are applicable to the Company and wers in issue but not yet effective (all effective 1 January
2022) and have not been early adopted by the Company.

Standard | Interpretation/fAmendment

Onerous Contracts — Gost of Fulfilling a

Amendments to 1AS 37 Contract
Property, Plant and Equipment: Proceads
before Intended Use

Annual Improvements to IFRS Standards 2018-

Amendments to IFRS 1, IFRS 9, IFRS 16 and |AS 41 2020
Amendments to IFRS 3 Feferences to Conceplual Framework

Amendments to 1AS 18

13
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NOTES (CONTINUED)

1.

a)

b)

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

New standards, amendments and interpretations issued but not effective (continued)
The following amendments are effective for the period beginning 1 January 2023:

Standard / Interpretation/Amendment
Amendments lo IAS 1 and IFRS Praclice Statement 2 Disclosure of Accaunting Palicies
Amendments lo [AS 8 Definition of Accounting Estimates

Deferred Tax Related to Assets and Lizbilities
Amendments to |AS 12 arising from a Single Transaclion

All Standards and |Interpretations will be adopted at their effective date (except for those Standards ana Interpretations
that will subsequently become not applicable to the entity). Nane of the above standard, interpretation and amendment
is expected to have a significant impact on the company''s financial statements,

Significant accounting judgements, estimates and assumptions

In the applicalion of the accounting policies, managament and the directors are reqguired te make the judgments,
estimates and assumptions about the carrying amount of assets and liabilities that are not readily apparent from other
sources. The estimates and associated assumptions are based on historical experience and other relevant factors.
Such estimates and assumptions are reviewed on an ongoing basis. Revisions to estimates are recognised
prospectively.

Management and the directors have made the following assumptions that have a significant risk of resulting in a
material adjustment to the carrying amounts of assets and liabilities within the next financial year.

- Measurement of expected credit losses (ECL):
The measurement of the expected credit loss allowance for financial assets measured at amortised cost and
FVTOCI is an area that requires the use of complex models and significant assumption about future economic
conditions and credit behaviour.

A number of signficant judgements are also required in applying the accounting reguirements for measuring ECL,
such as:

14
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NOTES (CONTINUED)

1. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

b) Significant accounting judgements, estimates and assumptions (continued)

Measurement of expected credit losses (ECL): (continued)

- Delermining criteria for significant increase in credit risk,
- Choosing appropriate models and assumptions for the measurement of ECL,
- Establishing the number and refative weightings of forward-looking
scenarios for each type of product/market and associated ECL; and
- Establishing groups of similar financial assets for the purposes of measuring ECL

ECLs are measured as the probability-weighted present value of expected cash shortfalls over the remaining
expected life of the financial instrument.

The measurement of ECLs are based primarily on the product of the instrument's Probability of Default (PD), Loss
Glven Default (LGD), and Exposure At Default (EAD).

The ECL model applied for financial assets other than trade receivables and contains a three-stage approach that
is based on the change in the credit quality of assets since initial recognition.

Stage 1 - If, at the reporting date, the credit risk of non-impaired financial instruments has not increased
significantly since initial recognition, these financial instruments are classified in Stage 1, and a loss allowance lhat
is measured, at each reporting date, at an amount equal to 12-month expected credit losses is recorded.

Stage 2 - When there is a significant increase in credil risk since initial recognition, these non-impairec financial
instruments are migrated to Stage 2, and a loss allowance that is measured, at each reparting date, at an amount
equal to lifetime expected credit losses is recorded. [n subsequent reporting periods, If the credit risk of the
firancial instrument improves such that theras is no longer a significant increase in credit risk since Initial
recoanition. the ECL model reauires raverting to recoanition of 12-month expected credit losses.

When one or mere events that have a detrimental impact on the estimated future cash flows of a financial a2sset
have occurred, the financial asset is considered credit-impaired and is migrated to Stage 3, and an aliowance
equal to lifelime expected losses continues to be recorded or the financial asset is written off

Assessment of significant increase in credit risk: The determination of a significant increase in credit nsk takes
into account many different factors including a comparison of a financial instruments credit risk or PO at the
reporting date and the credit or PD at the date of initial recognition. IFRS 9 however includes rebuttable
presumptions that contractual payments are overdue by more than 20 days will represent a significant increase n
credit risk (stage 2) and contractual payments thal are more than 90 days overdue will represant credit impairment
(stage 3). The company uses these guidelines in determining the staging of its assets unless there is persuasive
evicence availzble to rebut these presumptions,

For other receivables when material, it's the company's policy to apply the simplified model under IFRS 9 where
lifetime expected crecit loss allowance Is recognised on the basis of a provisioning matrix.

The carrying amounts of the Company's financial assets that are subject to impairment assessment are disclosed
in Mote 13.
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NOTES (CONTINUED)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(b) Significant accounting judgements, estimates and assumptions {continued)

- Useful lives, depreciation methods and residual values of property, plant and equipment, intangible
assets and right-of-use assets
Managemert reviews the useful lives, depreciation methods and residual values of the items of property, plant
and equipment, and right-of-use assets on a regular basis. During the financial year, the directors determined no
significant changes in the useful lives and residual values. The carrying amounts of property, plant and
equipment, right-of-use assets are disclosed in Notes 14 and 18,

- Accounting for leases under IFRS 16
Management has made various judgements and estimates under IFRS 16 as detziled below:

Incremental borrowing rate: To determing the incremental borrowlng rate, the company:
- where possible, uses recent third-party financing received as a sierting point, adjusted to reflect
changes in financing conditions since third party financing was received,
- uses a build-up approach that starts with a risk-free interes! rate adjusted for credit risk, which does not
have recent third party financing; and
- makes adjustments specific to the lease, e.g. term, country, currency and security
Lease term/period: In delermining the lease term, management considers all facts and circumstances thal
create an economic incentive to exercise an extension option, or not exercise a termination option. Extension
options (or periods after termination options) are only included in the lease term if the lease is reasonably certain
to be extended (or not terminated),
For leases of warehouses, relail stores and equipment, the following factors are normally the most relevant:

- Ifthere are significant penalties to terminate (or not extend), the company is typically reasonably certain to
extend (or not terminate).
If any leasehold improvements are expected to have a significant remaining value, the company is typically
reasonably certain to extend (or nol terminate).
Ctherwise, the company considers other factars including historical lease durations and the costs and
business disruption required to replace the leased assat.
Most extension cptions in offices and vehicles leases have not been included in the lease liability, because the
company could replace the azsets without significant cosl or business disruption.
The lease term Is reassessed if an option is actually exercised (or not exercised) or the company becomes
obliged to exercise (or not exercise) it The assessment of reascnable certainty is only revised if a significant
event or a significant change in circumstances oceurs, which affects this assessment, and that is within the
control of the |esses.

The carrying amaunts of lease liabilities and right-of-use assels are disclosed in note 18.

Cther judgements and estimates may also require explanation in accounting for lease under IFRS 16 dapending
on the individual circumstances of the entity and the materiality of the amounts involved, These include

(i) how the entity has determined whether a contract is, or contains, a lsase
tiiy what is considered to be an index or rate in determining lease payments
i) how to account for costs incurred in conneclian with a lease that are not part of the
cost of the right-of-use asseat
{iv) the interpretation of what canstitutes a penalty in determining the lease term/period.
For l=ases of warehouses, retail stares and equipment, the following factors are normally the most relevant:

- Ifthere are significant penalties to terminate (or not extend), the company is typically reascnably certain to
extend (or net terminate)
- If any leasehold improvements are expected to have a significant remaining value, the company is typically
reasanably certain to extend (or not terminate).
- Otherwise, the company considers other fastors including historical lease durations and the costs and
business disruption reguired to replace the leased assst
Most extension options in offices and vehicles [eases have not been included in the lease liability, because the
company could replace the assets without significant cost ar business disruplicn.
The |ease term is reassessed if an option is actually exercised {or not exercised) or the company bscomes
obliged to exercise (or not exercise) it. The assessment of reasonable certainty is only revised if a sighificant
event or @ significant change in circumstances occurs, which affects this assessment, and that is within the
cantrol of the lessee. 16
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NOTES (CONTINUED)

1.
(b)

(<)

()

(e)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Significant accounting judgements, estimates and assumptions (continued)

Impairment of non-financial asssts

Impairment exists when the carrying amount of an asset or cash generating unit exceeds its recoverable amount,
which is the higher of ils fair value less costs of dispesal and its vaiue in use. The fair value less costs of disposal
calculation is based on available data from binding sales fransactions, conducted at arm's length, far similar
assels or observable market prices less incremental costs of disposing of the asset. The value in use calculation
is based on a DCF model The cash flows are derived from the budget for the next five years and do not include
restructuring activities that the Company Is not vet committed to or significant fuiure investments that will enhance
the performance of the assets of the CGU bzing tested. The recoverable amount Is sensitiva to the discount rate
used for the DGF maodel as well as the expectad future cash-inflows and the growth rate used for extrapolation
purposes. The carrying amounts of property, plant and equipment, right-of-use sssels and intangible assets are
disclosed in Notes 14, 16 and 15, respectively,

Impact of Covid-19

During the year, Covid-19 pandemic continued to impact a number of businesses including financial services
sactor. Government's actions to mitigale the spread of Covid-19 greatly affected the company's section of
customers' financial capacity The Covid-19 pandemic was amongst the macro-economic conditions used to
adjust historical loss rates determined using @ 4-year dalta base. Along side other macro-economic factors
incorporated in the IFRS 9 expected credit loss (ECL) model to consider forward-looking information, the
company's probabilities of default increased due to a decline in the quality of loan partfolio in relation wilh the
impact of Covid-19 pandemic plus government's restrictive measures.

Foreign currency translation

Transactions in foreign currencies during the year are converted into Uganda Shillings (the functienal currency), at
the rates ruling at the transaction dates At the end of each reporting pericd, monetary items denominated in foreign
currencies are retransisted zt the rates prevailing at that dale. Nen-monetary items carried at fair value that are
denominated in foreign currencies are retranslated at the rates prevailing at the date when the fair value was
determined. Non-monetary items that are measured in terms of historical cost in & foreign currency are not
retransiated using the exchange rates at the dates of the initial transactions.. The resulting differences from
conversion and transiation are dealt with in profit or loss in the year in which they arise.

Interest income and expense

Interest income and expense for all interest-bearing financial instruments, except for those classified as held for
trading or designated at fair value through profit or loss, are recognised within ‘interest income’ or ‘interest expense’
in the income statement using the effective interest method.

The effective interest method is a method of calculating the amortized cost of a financial asset or a financial liability
and of allocating the intarest income or interest expense over the relevant period. The effective interest rate is the
rate that exactly discounts estimated fulure 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 calculation includas all fees paid or received belween parties to the contract that are an integral part of the
effective interest rale, transaction costs and all other premiums or discounts.

Onice a financial asset or a group of similar financial assets has been written down as a result of an impairment loss,
interest income is recognized using the rate of interest that was used to discount the future cash flows for the

purpose of measuring the impairment [oss.

Fees and commission income and expense

Fees and commissions are generally recognised on an accrual basis when the service has been provided. Loan
commitment fees for loans that are likely to be drawn down are deferred (together with related direct costs) and
recognised as an adjustment to the effeclive interest rate on the loan.
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NOTES (CONTINUED)

1.
{n

th)

SIGNIFICANT ACCOUNTING POLICIES {CONTINUED)

Property and equipment

All property and eguipment is initially recorded at cost and thereafter stated at historical cost less accumulated
depreciation. Historical cost comprises expendilura infially incurred ta bring the asset to its location and condition
ready for its intended use,

Fraehold land is nol depreciated.

Subsaquent costs are included in the asset's carrying amount or recognised as a separate assel, as appropriste,
only when it is probable thet lulure economic benefits associated with the iteim will fiow to the company and the cost
can be raliably measured. The carrving amount of the replaced parl s derecognised. All other repairs and
maintenance are charged to the statament of profit and lass during the financial period in which they are incurrad.

Depreciation is calculated using straight-line method o write down the cost of each assel, to its residual value over
its estimatad useful life using the fallowing annual rates:

Rates%
Buildings %
Mator vehicles 20.0%:
Furniture and fittings 1Z2.5%
Equipment 33.30%
Cormputer equiprmeant 33.30%

The assets residual values and useful lives and methods of depreciation are reviewed, and adjusted prospectively
il appropriate, at 2ach statement of financial positian date.

An asset's carrying amount is written down immediately to Its recoverable amount if tha assel's carrying amount 1s
greater than ns estimated recoverable amount,

Anilem of property, plant and equipment is derecognisad upon disposal or when no future economic benefits are
expected from its uss or disposal. Gains and losses on dispesal Gains and Josses on dispesal of oroperty and
equipment are determined by cormparing the praceeds with the carrying amaount and are taken inta account In
determining operating profitfloss.

Revaiuvation of freehold land and bullding, and revaluation reserve

Effective 2014, company's Treehold land and building was accounting for using revaluation model. Since then,
frashold land and building is subsequently carmed af fair value, based on periodic valuations by a professionally
qualified valuer. These revaluations are made with sufficient regularity o ensure that carrying amount does not
differ materially fram that which would be determined using fair value at the end of the reparting period. Changss in
fair value are recognized in other comprehansive income and aseumulated in the revaluation reserve exceplt to the
axtent that they decregse in value in excess of the credit balance on the revaluation reserve, or reversal of such a
transaction, is recognized in profit or loss. It's the company's policy choice to transfer each year from revalualion
surplus to retained earmings an amount egual to the excess depreciation net of related deferred tax (the difference
between the deprediation or amertisation on a revalued assel and the depreciation or amortisation based on the
cost of thal asset).

Intangible assets

Intanglbls assets with finite useful lves that are seguired separately are carried at cost less acoumLlated
amortisation and accumulated impairmeant Insses. Amortisation is recognised on a stralght-line basis over their
eslimated useful lives, The estimated useful life and amorisationmetnod are reviswed al the end of each raporting
pariod, with the effect of any changes in estimate being accounted for on a prospective basis. Intangible assets with
indefinite useful lives that are acquired separately are cerried af cast lass accumulzted impaiment losses.
Intangltle assats with indefinite useful lives are not amortsed, but are tested for impaimment annually, either
individually or at the cash-ganerating unit level. The assessment of indefinite lifa is reviewsad annually to determine
whether 1he indefinitz |ife continues to ba supportable. If nat, the change in useful life from indefinite to finite is
mads on a prospective basis

Costs sssocialed with developing or maintaining computer software programmes are recognised as an expensa as
incurrad. Cosle that are direclly associated with the production of identifiable and unique scftware products
cortrolled by the company, and that will prabably generate economic benefits excesding costs beyond cne year,
are recognised as irtangible assets. Direct costs include software development siaff costs and an appropriate
portion of relevant cverheads,

Impairment of non-financial assets and intangible assets

Al the end of each repoiting period. the company reviews the carrying amounts of its tangible and intangible assats
to determine whether there is any indication that those assets have suffered an impairment loss: If any such
indication exists, the recoversble amount of the asect is estimated in order to determine the extent of the

impairmant loss (f any)
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T

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(1) Impairment of non-financial assets and intangible assets (continued)

At the end of each reporting period, the company reviews the carrying amounts of its langible and intangible assels
to determine whether there is any indication that those assets have suffered an impairment loss. If any such
indication exists, the recoverable amount of the asset is estimated in order to determine the extent of the impairment
logs (if any).

Assets that have an indefinite useful life are not subject o amortisation and are tested for impairment annually.

Rates
Intangible asszets 20.0%

An impairment loss is recognised for the amount by which the asset's carrying amount exceeds its recoverable
amount. The recoverable amount of an asset or a CGLU is the higher of its fair value less costs of disposal and value
in use. The recoverzble amount is datermined for an individual aseet, unless the assel does nol generate cash
inflows that are largely independent of those from other assets or groups of assets. In this case. management
determines the recoverable amount of the CGU to which the asset belongs.

A CGU is the smallest identifiable group of assets that generates cash flows that are largely Independent of cash
inflows from other assets or groups of assets.

In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market asseassments of the time value of money and the risks specific to the assel.
In determining far value less costs of disposal, recent market transactions are taken into account. If no such
transactions can be identified, an appropriate valuation model is used. These calculations are carroborated by
valuation multiples, quoted share prices for publicly traded companies or other available fair value indicators.

In assessing value in uss, the estimated future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current markel assessments of the time value of money and the risks specific to the asset.
In determining fair value less costs of disposal, recant market transactions are taken into account. If no such
transactions can be identified, an appropriate valuation meodel is used. These calculations are corroborated by
valuation multiples, quoted share prices for publicly traded companies or other available fair value indicaters,

Impairment losses of centinuing operations zre recognised in profit or loss in expense categories consistent with the
function of the impaired assel, except for properties previously revalued with the revaluation surplus taken to OCI.
For such properties, the impairment is recognised in OCI up te the amount of any previous revaluation,

For assets excluding goodwill, an assessment is made al each reporting date to determine whether there is an
indication that previously recognised impairment losses no longer exist or have decreased, If such indication exists,
the Group estimates the asset's or CGU's recoverable amount. A previously recognised impairment loss is reversed
only if there has been a change in the assumpticns used to determine the asset's recoverable amaunt since the last
impairment loss was recognised. The reversal is limited so thal the carrying amount of the asset does nol exceed its
recoverable amount, nor excead the carrying amount that would have been determined, net of depreciation or
amortisation, had no impairment loss been recognised for the asset in prior years. Such reversal is recognised in the
statement of profit or loss unless the ssset is carried at 2 revalued amount, in which case, the reversal is trealed as

a revaluation increase.

Non-financial assets that suffered an impairment are reviewed for possible reversal of the impairment at the end of
each reporting period.

Financial instruments

- Financial assets

Financial instruments are recognised when, and only when, the company becomes party to the contractual
pravisions of the instrument. All financial assets are recognised initially using the trade date accounting which is the
date the company commits itself to the purchase or sals.
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4
1)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial instruments (continued)
- Financial assets (continued)

The company classifies its financial assels into the following calegories:
Amortised cost;

Financizl assets that are held within a business model whose objective is to hold assets in order to collect contractual
cash flows, and far which the contractual terms of the financial asset give rise on specified dates to cash flows that
are Solely Payments of Principal and Interest (SPPI) on the principal amount ocutstanding and are not designated at
Fair Value Through Prefit or Loss [FVTPL). are classified and measured at amertised cost; The carrying amount of
these assets is adjusted by any expected credit loss allowance recognised and measured,

All the company’s financial assets are currently classified as measured at amortised cost,

ii] FairValue Through Other Comprehensive Income (FVTOCI):

Financial assets that are held for collection of contractual cash flows where these cash flows comprise SPPI and
also for liquidating the assets depending on liguidity neads and that are not designated at FVTPL, are classified
and measured at value through olher comprehensive income (FWVTOCI). Movements in the carrying amount are
taken through OCI, except for recognition of impairment gain or losses. interest revenue and foreign exchange
gain and losses. Gains and losses previously recegnised in OC| are reclassified from equity to profit or loss on
disposal of such instruments. Gains and losses related to equity instrumnents are not reclassified.

The company currently has no financial instruments classified as measured at FVOCI.

lii) Fair Value Through Profit or Loss (FVTPL):

Financial assets that do not meet the criteria for amortised cost or FVTOC| are measured at FVTPL. A gain or loss
on a debt investment that is subsequently measure at fair value through profit or loss and is not part of a hedging
relationship is recognised in profit or loss and presented in the profit or loss stalement.

MNotwithstanding the above, the company may:
- on initial recognition of an equity investment that is not held for trading, irrevocably slect to classify and measure
it al tair value through other comprehensive income

on Initial recognition of a debt instrument, irevocably designate || as classified and measured at fair value
through profit or loss if doing so eliminates or significantly reduces a measurement or recegnition inconsistency.

Al inktial recognition of a financial asset, the company determines whether newly recognised financial assets are part
of an existing business medel or whether they reflect the commencement of a new business madel The cempany
reassess ts business models each reparting period to determine whether the business models have changed since
the precading period. For the current and prior reporting period the company has not identified a change in its
business models, and has no financial instruments classified as measured at FVTPL.

Derecognitioniwrite off

Financial assets are derecognised when the rights to receive cash flows from the financial asset have expired, when
the company has transferred substantially all risks and rewards of ownership, or when the company has no
reasonable expectations of recovering the assetl.

When a dabt instrument measured at FWTOC! is derscognised, the cumulative gain/less previously recognised in OCI
is reclassified from equity to profit or loss. In contrast, for an equily investment designated as measured at FVTOCI,
the cumulative gain/loss praviously recognised in OC! is not subsequantly reclassified to profit or loss but transferred
within equity.

Impairment

Financial instruments that are subsequently measured at amortised cost or at FYTOCI are subject to impairment
assessment, No impairment loss is recognised on invesiments measured al FWTPL.

The company recognises loss allowaness for Expacted Credit Losses (ECLs) on the following financial instruments
that are measurad at amortised cost or at fair value through other comphrensive income (FYTOCI):

- Cash and cash equivalents

- Loans and advances 1o customers
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1 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
i) Financial instruments (continued)
Derecognition/write off (continued)
Mo impairment loss Is recognised on investments measured at FVTPL.

The loss allowancea is measured at an amount equal to the lifetime expected credit losses for trade receivables and for
financial instruments for which;

- the credit risk has increased significantly since initial recognition; or

- there is observable evidence of impairment (a credit-impaired financial asset).
Through evaluating the business mede! and the Cash flow characteristic summarized below, the institution amortizes

i) Business model test.

contracts betwsen the institution and the clients were reviewed to assess the conditions for which the financial assats
anse and also 1o establish and confirm that the business model for the instifution is only lo collect contractual cash
flows.,

ii) The SPFI test

An assessment to ascertain whether the contractual cash flows give rise to specified payment dates and that the
payments are sclely for principal and interest on the principal outstanding was made. On review of the institution’s
contractual cash flows from the financial assets, it was ascertained that payments are solely for principal and interest
and that transactions were genuine and deblor non-payment is considerad breach of contract.

Reclassification

Reclassifization of financial assets is requirec if and only if the objective of the institution's business maodel for
managing those financial asscts changes. There has not been any change in our activities that are significant to our
operations hence no change in business model. This implies no reclassification of financial assets. Financial liabilities

cannot be re-glassified.
Expected credit lcss assessment.

As guided by the standard, and the internal policies of the institution, the institution measures expected credit losses of
a financial instrument In a way that reflects:

- An unbiased and probability-weighted amount that is determined by evaluating a range of possible cutcomes;
- The tima valus of money; and

Reasonahle and supportable information that is avallable without undue cost or effort at the reporiing date
- about past events, currently conditions and forecasts of future economic conditions.

In zaleulating the ECL, a probability-weighted estimate, the Probability of Default (FL), the Exposure at Default (EAD)
and the Loss given default (LGD) plus guantitative aspects are used to assess the overall impairment or ECL on a
particular group of financial assets

Probability of Default (PD)

The institution assess the likelihood of a default occcurring over a particular time horizon or the likelihoed that a
borrower will be unable to meet their debl obligations as they fall due using the average credit losses of large
company's of financial assets with shared risks characteristics for which such |oans fall to get reasonable estimales of
the probability - weighted ratios used in the ECL analysis using both internal and the external Marco economic faciors
that could cause default to matenalize.

Internal factors

Histarical information from closad loans from the last 4 year time horizon were used in the analysis to ascertain default
patterns whicn acted a hindsight to ascertzin the probability of default for the current oulstanding loans as at the
reporting date using statistical regression analysis.
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1.

i)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial instruments (continued)

Macro-Economic Factars

In addition to Internal factors, an analysis of the impact of the macre econemic factors (gotten from the Bank of Uganda
website) was done to the possibility of them accelerating default of loans in the foreseaable future. These faclors were
analyzed In-tandem with the NPL ratio per menth in the last 4 year time herizon of which the forecasted impact per
manth till the last Isan on the book will be paid was done to predict future Impact on ECL. Spedific factors used include;
govarnment securities [T-Bills), private demand deposits, consumsr price index (CPI} and the pandemic.

Exposure at default (EAD)

Alsg knewn as “credit exposure”, is the carrying amount of a financial instrument thal is exposed to cradit risk being the
ourstanding balance plus any accrued interest discounted to present value using the effsclive interest rate.

Loss given default (LGD)
The camputation of the LGD calculations to reflect the amaunt-and timing of the cash flows that are expected from
foreclosure less the cost of obtaining and selling the collateral irrespective of whether the foreclosure is probable.

In computing the LGD, the instilution adjusts the forced sale value of the collaterals using the recoverable raie per
sector less any fees on which the discount factor is applied to get the present value used to assessment 1o get the
portion of the EAD that s not covered by collateral.

Collateral and other credit enhancements abtained.

The insfilution lakes collateral for all loans end advances to customars which Is valued at 150% or more of the
disbursed amount and for clients under the group lean methodelogy, the loans are securad using the group guarantees
and cash ecllateral.

The collateral classes include title 12nd, Mator Vehicles and Motor Cyeles, Un titled land, and Chattals. The carrying
amounts of such callateral is valued, depending on the loan size is valued by a listed professional to ascertain both the
markel and forced sale values ¢f the collaterals. The internal policy of liquidating such securities in case of defaull is
prefived on the delinguency management policy of the inslitution summarized balow.

The institution defihes Defaull in tHe internal credit manuzl as breach of loan repayment terms and conditicns as

specified In the lozn agreemenis signed Detwesn the clents and the institution. The institution instituted a default
sscalation process with specified actions taken during the management of delinquency

In tha in coming up with the Expected Credit loss (under the loss given default computation) the forced sale values of
the collaterals was used lo reduce the exposure at default

The company defines Default in the internal credit manual as breach of loan repayment terms and conditions as
gpecified in the loan agreements signed between the clients and the institution Tnenstitution instituted a defaull
escalation procass with specified actions teken duning the management of delinguency,

In coming up with the Expected Credit |oss (under the oss given default computation) the forced sale values of the
collatarale was used to reduce the exposure al default. These have been discounted using the loss reles as per
various 3 categories based en industry,

Credit risk grades

The table below shows the summary of the credit nsk grades and the summary of both the gualitative and quantitative
aspects used in the ECL impairment computation,

Stage Description Criteria Criteria (qualitative)  Criteria (others)
(quantitative)

Stage 1

Odays in 12-menth ECL 1. Interesi and 1. If credit risk is low as  No observable

arrears principle repayment  of the reporting date or  evidence that loan
paid up to date the credit risk has not  will default in the

increased significanlly  near future
since initial recognition

2. Significantly 2 Comphliance with
positive loan w value financial covenants
rafio
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1. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

i) Financial instruments (continued)

Stage Description Criteria Criteria (qualitative) Criteria {others)
(quantitative)
Stage 2
1-30 days in Lifetime 1. Evidence of 1. Megalive/bad report 1. Evidences of
arrears ECL-lnans lhat repayment of principle  from credit bureaus misapplication of
have witnessed and interest pasl due loan proceeds by
significant for ==30 days 2. Report of customar
increase in credit management
risk 2. Significant decline squabbles/trade union 2. Litigations likely
in the value of the disputefissues of unpaid have material
collateral, third party salaries,
guarantees. 3. Profit warnings
3. Adverse changes
3. Significant changss  in business, financial
of internal price, and economic
external market conditions
indicators.
4, Delay by customer
4, Evidence of cash in providing perfection
flow difficulty of the documents
customer
Stage 2
31 days in Lifetime 1. Past due for 1. Events such as 1. Evidences of
arrgars and ECL-default mare than 30 days adverse circumstances misapplication of
above of the abligor such as:  |oan proceeds by

2. Significant
deterioration of
loan to value ratio

3. Significant
financial difficulty
of the customer

4. Breaches in
financial covenants

Cradit risk exposure

death, unemployment,
bankruptey.

2. Restructuning of the
facility liguidation and
rebooking of new

3. Refusal by
customer in providing
perfection

4, Credit-impaired or
Mon-performing
instruments

customer

2. Adverse changes
in business financiz
or economic
conditions

3. Macro-economic
forward locking
infarmation

The table below guides lo understand the significant credit risk concentration/accounting for financial

assels.
Parameter Stage 1-12 Stage Z - Life Stage 3 — Life Total
months ECL time ECL time ECL
Gross Carrying
amaunts for loans
and advances lo 25,971,822 BET 182 1,428 867 28,067,671
Impairment 318,349 56,678 584 412 059,430
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1.

i

)

k)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial instruments {continued)
Credit risk exposure (continued)
Note: the institution did not have purchased credit — impaired financial assels at the reporling date,

If, at the reporting date, the credit risk on a financial asset other than a trade receivable has not increased
significantly since initizl recognition, the loss allowance is measured for that financial instrument at an amount
equal to 12-month expected credit losses. All changes in the loss allowance are recognised in profit or loss as
impairment gains or lesses.

Lifetime expected credit losses represent the expected credit losses that result from all possible default events
over the expected life of a financial instrument, 12-month expected credit losses represent the portion of lifetime
expected credit losses that result from default events on a financial asset that are possible within 12 manths after
the reparting date.

Expected credit losses are measured in @ way that reflects an unbiased and probability-weighted amount
determined by evaluating a range of possible outcomes, the time value of money, and reasonable and
supportable information that is available without undue cost or effort at the reporting date about past events,
current conditions and forecasts of future econemic canditions,

All financial assels are classified as non-current except those that are held for trading, those with maturities of
less than 12 months from the balance shest date, those which management has the express intention of hoiding
for less than 12 months from the reporting date or those that are required to be sald to raise operating capital, in
which case thay are classified as current assets.

Financial liabilities- Classification & Measurement
We have two categeries of liabilities: those at fair value through profit and loss and other financial liabilities
Initial measurement

We measure a financial asset or financial liability at its fair value plus or minus, In case a financial asset or
financial liability not at fair value through profit and loss, transaction costs that are directly allributable to the
acquisition or issue of the financizl asset or financial liakility. Transaction costs are incremental costs that are
directly attributable to the acquisition or issue or disposal of a financial asset or financial liabllily e.g. loan
processing fees, regulatory and registration fees. brokerage fees, etc, The transaction costs expected fo be
incurred on a financial instrument transfer or disposal are not included in the financial.

Subsequent measurement

Financial liabililies continue o be measured at amorlized cost as at the balance sheet date.

Inventories

Inventories are stated at the lower of cost and nel realisable value, Cost is determined by the first-in-first-out (FIFO)
method, Met realisable value is the estimate of the selling price in the ordinary course of business, |ess selling
expenses:

Cash and cash equivalents

For the purposes of the statenient of cash flows, cash and cash equivalents comprise ¢ash in hand, deposits held at
call with banks, and cther related financial instruments which are readily convertible in known amounts of cash and
deposits repayable on demand or maturing within three months of inception,

Taxation

The tax expense for the period comprises current and deferred tax. Tax is recognised in profit or lass, except to the
extent that it relates to items recognised in the comprehensive income or in equity. In this case, the tax is also
recognised in other comprehensive income and equity.
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1.

)

m)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Taxation (continued)

Current tax
Current tax is provided on the results for the period, adjusted in accordance with tax legislation,

Deferred tax

Deferred tax is provided using the liability method for all temporary differences arising between the tax bases of
assels and liabilities and their carrying amounts for financial reporting purposes at the reporting date Deferred tax
assels and liabilities are measured at the tax rates that are expected to apply in the year when the asset is realised
or the liability is settled, based on tax rates (and tax laws) that have been enacled al the reporting date. Deferred
tax assets are recognised for 2l deductible temporary differences, the carry forward of unused tax credits and any
unused tax |osses to the extent that it is probable that future taxable profite will be available against which the
deductible temporary differences, the carry forward of unused tax credits and tax credits and unused tax losses
can be utilised,

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the axtent that it Is no
longer probable that sufficient taxable profit will be available to allow all or part of the deferred tax asset to be
utilised. Unrecegnised deferred tax assets are re-assessed at each reporting date and are recegnised to the extent
that it has bacome probable that future taxable profits will allow the defarred tax asset to be recovered.

The Company offsels deferred tax assets and deferred tax lizbilities if, and only if, it has a legally enforceable right
to sel off current tax assets and current tax lizbilities and the deferred tax assets and deferred tax liabilities relate to
income taxes levied by the same taxation authority.

Accounting for leases

The Company assesses at contract inception whether a conlract is, or contains, a lease. That is, if the contract
canveys the right to control the use of an identified asset for a period of time in

The company as a lessee

On the commeancement date of each |2ase (excluding leases with a term, on commencement, of 12 menths cr less
and leases for which the underlying asset is of low value) the company recognises a right-of-use asset and a lease
liability.

The lease liability is measured at the present value of the lease payments that are not paid on that date. The lease
payments include fixed payments, variable payments that depend on an index or a rate, amounts expected o be
payabla under residual value guarantees, and the exercise price of a purchase option if the group is reasonably
certain to exercise that option.

The lease payments are discounted at the interest rate implicit in the lease. If that rate cannot be readily
determined, the company's incremental borrowing rate is used.

For leases that contain non-lease components, the group allocates the consideration payable to the lease and non-
lease components based on their relative stand-alone components.

The right-of-use asset is initially 