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VISIONFUND TANZANIA MICROFINANCE BANK LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2022

The Directors submit their report together with the audited financial statements for the year ended
31 December 2022, which disclose the financial position of VisionFund Tanzania Microfinance Bank
Limited as at that date.

1. INCORPORATION AND REGISTERED OFFICE

The Bank was incorporated in Tanzania on 9 March 2012 under the Companies Act, 2002. Its
registered office is situated on the 5% Floor, AICC Building, Serengeti Wing and P.0. Box 1546
Arusha, Tanzania. The Bank was granted a license to carry on banking business in Tanzania as a
microfinance bank on 20 May 2014.

2. MISSION AND VISION

Vision statement

Our vision for every child, life in all its fullness: Our prayer for every heart, the will to make it so.

Mission statement

We believe in brighter future for children, empowering families to create income and jobs,
unlocking economic potential of communities.

3. PRINCIPAL ACTIVITIES

The principal activity of the Bank is provision of financial services to small holder farmers, micro
entrepreneurs and low-income households in the rural and urban areas of the United Republic of
Tanzania.

4. FUTURE DEVELOPMENT PLANS

The Bank is strategically focused on improving the Processes, Products, and services provided
to clients and outreach. New initiatives are as outlined below: ?

The bank’s three years' operating plan is geared towards scaling the business and triple
the loan book by 2025. Main elements of the Plan include Developing high performance
culture with capacity to deliver quality growth, Improving productivity and efficiency
across branch network, Improving the banks visibility through branding and marketing,
Strengthen risk management and internal controls across the network and Relaunching
the bank as a fully flagged Microfinance Bank Offering Savings, Loans and Insurance at
Scale.

Outreach: The Bank will continue to increase its outreach to rural and semi urban areas by
implementing projects such as FAST (Finance Accelerating Saving Transformation) and the like
that are geared in improving micro entrepreneurs and the small holder farmers' livelihood. The
Bank works with other partner institutions such as World Vision Tanzania.

Operating Model and Branch Consolidation: Develop and invest in a sustainable operating model
and Branch network that is simplified and digitized to enable broader impact at scale that aims
at lowering operating cost, high efficiency and sustainable profitability

5. SOLVENCY AND CAPITAL ADEQUACY

The Bank’s financial position as at 31 December 2022 is set out on page 18 of the financial
statements. The Directors consider the Bank to be solvent within the meaning ascribed by the
Companies Act, 2002 and Banking and Financial Institutions Act, 2006. The capital adequacy of
the Bank is shown in note 26 to the financial statements.



VISIONFUND TANZANIA MICROFINANCE BANK LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

6. DISABLED PERSONS

Applications for employment by disabled persons are always considered, bearing in mind the
aptitudes of the applicant concerned. In the event of members of staff becoming disabled, every
effort is made to ensure that their employment with the Bank continues and appropriate training
is arranged, where necessary. It is the policy of the Bank that training, career development and
promotion of disabled persons should, as far as possible, be identical to that of other employees.

7. GENDER PARITY

The Bank gives equal access to employment opportunities and ensures that the best available
person is appointed to any given position free from discrimination of any kind and without regard
to factors like gender, marital status, tribe, religion and disability which does not impair ability to
discharge duties. As at 31 December 2022, the Bank had 60% of its staff being male and 40%
female thereby achieving desirable gender parity.

8. RELATED PARTY TRANSACTIONS

Related party transactions and balances are disclosed in note 33 to the financial statements.
9. POLITICAL DONATIONS

The bank did not make any political donations during the year.
10. CORPORATE SOCIAL RESPONSIBILITY

The bank participates actively in community activities and development programmes in the
country. Areas being given priority by the bank are Education and Health.

11. KEY PERFORMANCE INDICATORS FOR THE BANK

The following Key Performance Indicators (KPIs) are effective in measuring the delivery of the -
Bank's strategy and managing the business.

Definition and calculation 2022 2021
Performance indicator method
Return on equity Net (/loss)profit/Total equity  -17.35% -1%
Return on assets Net (loss)/profit/Total assets -9.23% 0.2%
Cost to income ratio Total costs/Net income 137% 7%

Return on Equity and Return on asset is projected at above 1.4% and above 0.6% respectively
by end of financial year 2023.



VISIONFUND TANZANIA MICROFINANCE BANK LIMITED

DIRECTORS' REPORT (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2022

12. CAPITAL ADEQUACY

The Bank monitors the adequacy of its capital using ratios established by the Bank of Tanzania
(BOT). These ratios measure capital adequacy by comparing the Bank's eligible capital with its
financial position assets, off-statement of financial position commitments and market and
operational risk positions at a weighted amount to reflect their relative risk.

The Bank was in compliance with the Bank of Tanzania's liquidity and capital adequacy ratios,
including the required minimum Core Capital amount of TZS 5,000,000,000. The Board confirms

that applicable accounting standards have been followed and that the financial
been prepared on a going concern basis. The Board has reasonable expectation
have adequate resources to continue in operational existence and growth fo

statements have
that the Bank will

future. The capital adequacy of the Bank is shown in note 28 to the financial statements.

13. COMPOSITION OF THE BOARD OF DIRECTORS

The Directors of the Bank who held office durin

where otherwise stated were:

g the period and to the date of this report, except

ame Position Age |Nationality | Qualification
Barry Firth Member 54 British ACMA, BA (Accounting and Law),
Athanasia Soka Board Chair 59 [Tanzanian ML.PGD - in Women's law, LLB
Loyce Isanzu Maro [Member 49 [Tanzanian PGD -  Entrepreneurship, Ms-
Entrepreneurship, ADCA, CPA
Worku Tsega Member 62 [Ethiopian MBA, BA(Management and Public
Administration), Post Graduate
Diploma in NGO Leadership.
Mr. Jeff MacRae Member 59 |American MBA, Finance Strategy
BA, Management
Nesserian Mollel Member 47 [Tanzanian MA in Social Work Studies, Bsc Home
From Economics and Human Nutrition
September ' '
2021
Gilbert Kamanga Member 60 Malawian MA Rural Social Development, BSc.
Sociology and Geography

r the foreseeable

None of the Directors received any remuneration from the Bank during the year.



VISIONFUND TANZANIA MICROFINANCE BANK LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

14. STAKEHOLDER ENGAGEMENT

Effective engagement through consistent dialogue with key stakeholders is central to business

sustainability, both in terms of understanding opinions and concerns, and in delivering the Bank's
commitments

Employees

¢ Our staff are key for the performance of the bank. We embrace Christian Values in nurturing
our staff, motivate them and help them find value in their work. Staff as part of society,
contribute materially to the communities in which they live and work.

e Formal and informal face-to-face meetings as well as video conference meetings are regularly
held with and between employees throughout the Bank;: and

« Emails are sent to employees regarding policies, procedures and/or employment related
information.

Customers
e Savers, borrowers, and other customers continues to be our key stakeholders in helping us

grow sustainably and create the desired impact.

e Enhanced market survey and feedback mechanism to understand customer specific needs. In
addition, the bank collaborates with other partners to secure less expensive channels and
solutions

Suppliers
e Formalized procurement policies and procedures have been established throughout the Group;
and

e. Competitive procurement of goods and supplies is exercised at all times and fairness is .of
utmost importance while awarding supply contract to selected service providers

Shareholders/ Investors

¢ Annual General Meeting (AGM) is held on a yearly basis,

¢ The annual report is presented at the AGM to shareholders: and Shareholder's seminar is held
on a yearly basis

Requlatory authorities

* Regular communication with the central bank (Bank of Tanzania) and other regulatory
authorities (Capital Market when necessary; and

» Interaction with Tanzania Revenue Authority in respect of Bank's tax commitments, as
appropriate

Government
Regular interactions through Government Relations and Regulatory Affairs teams.
Community

Collaboration with related entities concerning CSR to foster responsible initiatives and
disseminate best practices.



VISIONFUND TANZANIA MICROFINANCE BANK LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

15. CORPORATE GOVERNANCE

The Board is comprised of non-executive members. Board members serve on a three-year term
basis which is renewable once, allowing for a maximum of six years of Board service. The Chairman
and all other members of the Board of Directors are appointed by Shareholders. The composition
of the Board is representatives from World Vision Tanzania, VisionFund International and the
Tanzania Business Community.

The Board takes overall responsibility for the Bank, 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 a comprehensive system of internal control policies and procedures
is operative, and for compliance with sound corporate governance principles.

The Board of Directors met regularly throughout the year. It delegates day to day management of
the business to the Chief Executive Officer. Senior management are invited to attend board
meetings and facilitates the effective control of all the Bank's operational activities, acting as a
medium of communication and coordination between all the various business units.

The Bank is committed to the principles of effective corporate governance. The positions of
Chairman of the Board of Directors and Chief Executive Officer are held by different people. The
Chairman of the Board of Directors is non-executive. The directors also recognize the importance
of integrity, transparency and accountability. They bring skills and experience from their own
spheres of business to complement the professional experience and skills of the management team.

The Board is supported by the following committees:

Audit Risk and Compliance Committee

This is responsible for ensuring compliance with applicable Bank policies, risk management and the
requirements of regulatory authorities, reviewing reports and following up on matters raised by the

external auditors, internal auditors and Global Internal Auditors.

The Audit Risk and Compliance Committee members who served the Committee during 2022 are
detailed below:

Name Position Nationality Attendance Comments

Ms. Loyce Isanzu Maro Chairperson Tanzanian 4/4

Mr. Worku Tsega Member to | Ethiopian 1/4 Committee
February 2022 reconstituted

Mr. Jeff MacRae Member (From | American 3/4 Committee
February 2022) reconstituted

Mr. Barry Firth Member British 4/4 _

The Audit and Finance Committee met four (4) times during the year.



VISIONFUND TANZANIA MICROFINANCE BANK LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

15. CORPORATE GOVERNANCE (Continued)

Board Governance and Remuneration Committee

The Governance and Remuneration Committee members wh

are detailed below:

0 served the Committee during 2022

Name Position Nationality | Attendance | Comments
Mr. Gilbert Kamanga Member Malawian 4/4

Member to e 1/4 Committee
Mr. Worku Tsega February 2022 Ethiopian reconstituted
Ms. Nesserian Mollel Member Tanzanian 4/4

The Board Governance and Compensation Committee met four (4) times during the year.

Board Credit Finance and Operations Committee

The Credit Finance and Operations Committee members who served

are detailed below:

the Committee during 2022

ame Position Nationality Attendance Comments
Ms. Loyce Isanzu Maro Chair Person to | Tanzanian 1/4 Committee
February 2022 reconstituted
Mr. Gilbert Kamanga Member From | Malawian 3/4 Committee
February 2022 reconstituted
Ms. Nesserian Mollel ?:bmrE:rry 202; rom Tanzanian 34 S;c?;r:ttitteuie d
Mr. Barry Firth Member to | British 1/4 Committee
February 2022 reconstituted
Mr. Worku Tsega Member to | Ethiopian 1/4 Committee
February 2022 reconstituted

The Board Risk and Credit Management Committee met four (4) times during the year.

Board Impact and Social Performance Committee

The Board Impact and Social Performance Committee members wh

the year 2022 are detailed below:

0 served the Committee during

Name Position ationality Attendance Comments
Mr. Gilbert Kamanga Member Malawian 4/4
Ms. Nesserian Mollel Member Tanzanian 4/4

The Board Impact and Social Performance Committee met four (4) times during the year.




VISIONFUND TANZANIA MICROFINANCE BANK LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

16. CAPITAL STRUCTURE AND SHAREHOLDING

i iy

i) Capital structure
The Bank's capital structure as at 31 December 2022 is as shown below:

Authorized share capital
The total authorized share capital of the Bank is 100,000 ordinary shares of
TZS 1,000,000 each (2021: 100,000 ordinary shares of TZS 1,000,000 each)

Paid up share capital

At year end, the Bank had issued and fully paid up ordinary share capital of 21,200 shares of TZS
1,000,000 each (2021: 21,200 shares of TZS 1,000,000)

i) Shareholding

The ordinary shares of the Bank as at 31 December were held as follows:

% of

Number of shares Shareholding

VisionFund International 13,992 66
World Vision Deutschland 3,604 17
World Vision Nederland 3,604 17
21,200 100

MANAGEMENT OF THE BANK

The Bank is under the supervision of the Board of Directors and VisionFund International with the
day- to-day management entrusted to the Chief Executive Officer. VisionFund International is a
subsidiary of World Vision International that has been mandated to manage all World Vision micro
finance institutions, VisionFund Tanzania being one of them.

The management structure incorporates the following departments: -
e Finance

e QOperations

¢ Information and Communication Technology

® People and Culture and Administration

e Internal Audit

® Risk and Compliance and

» Marketing

Each department is headed by a Head of Department. The Chief Executive Officer reports to the
Board and all heads of departments report to the Chief Executive Officer except for the Head of
Internal Audit who reports functionally to the Board Audit Committee and administratively to the
Chief Executive Officer.



VISIONFUND TANZANIA MICROFINANCE BANK LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

18.

19,

20.

FINANCIAL PERFORMANCE

The Bank made a net loss of TZS 3,372 million for the year ended 31 December 2022 (2021: a net
loss of TZS 143 million). The performance of the Bank for the year is set out on page 17 of these
financial statements.

DIVIDENDS

The Directors of the Bank do not recommend the payment of a dividend to the owners for the year
ended 31 December 2022.

RISK MANAGEMENT AND INTERNAL CONTROL

The Board accepts final responsibility for the risk management and internal control systems of the
Bank. It is the task of management to ensure that adequate internal financial and operational
control systems are developed and maintained on an ongoing basis in order to provide reasonable
assurance regarding:

The effectiveness and efficiency of operations;

The safeguarding of the Bank's assets;

Compliance with applicable laws and regulations;

The reliability of accounting records;

Business sustainability under normal as well as adverse conditions; and
Responsible behaviors towards all stakeholders.

® @ ®» @ @ @

The efficiency of any internal control system depends on the strict observance of prescribed
measures. There is always a risk of non-compliance of such measures by staff. While no system of
internal control can provide absolute assurance against misstatement or losses, the institution's
system is designed to provide the Board with reasonable assurance that the procedures in place
are operating effectively.

- The Board assessed the internal control systéms throughout the fina-ncial year ended 2022 énd is

of opinion that they met accepted criteria.

The Board carries risk and internal control assessment through the Audit and Finance Committee.



VISIONFUND TANZANIA MICROFINANCE BANK LIMITED

DIRECTORS’ REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

21;

22.

23.

24,

GOING CONCERN

The Board of directors confirms that applicable accounting standards have been followed and that
the financial statements have been prepared on a going concern basis. The Board of directors has

reasonable expectation that the Bank has adequate resources to continue in operational existence
for the foreseeable future.

AUDITORS

Ernst & Young was the auditor of the Bank during the year ended 31 December 2022 and has
expressed the willingness to continue and Is eligible for re-appointment. A resolution to appoint the
auditor for the year 2022 will be put up at the Annual General Meeting.

Ernst & Young (EY)

EY House, Plot No.162/1,

Mzinga way, 14111 Oysterbay, Dar es Salaam P.0. Box 2475, Tanzania
Office: +255 22 292 7868 | Fax: +255 22 292 7872, Cell: +255 654818 513
Website: http://www.ey.com

Firms’ registration Number:151, TIN number: 100-149-222

RESPONSIBILITY OF THE AUDITORS

Auditor is responsible to provide assurance of the correctness and consistency of each and every
information contained in the report by those charged with governance with those provided in the
financial statements.

STATEMENT OF RESPONSIBILITY BY THOSE CHARGED WITH GOVERNANCE

It is the responsibility of the those charged with governance to prepare financial statements of the
entity which show a true and fair view in accordance with applicable standards, rules, regulations
and legal provisions.

This responsibility covers the period from the beginning of the financial year to the date those
charged with governance approve the audited financial statements and it covers all those charged
with governance who acted in this capacity during any part of the period covered by financial
statements.

Approved by the Board of Directors on Zo M“rch 2023 and signed on its behalf by:

<
Name: %am&a Algl?lwi[itle: Chairman Signature: ‘M
Name:L&‘Sg M- !éqn'lh\ Title: Director Signature:m




VISIONFUND TANZANIA MICROFINANCE BANK LIMITED

STATEMENT OF DIRECTORS' RESPONSIBILITIES
AS AT 31 DECEMBER 2022

The Tanzania Companies Act, 2002 requires the directors to prepare financial statements for each
financial year which give a true and fair view of the state of affairs of the Bank as at the end of the
financial year and of the Bank’s operating results for that year. It also requires the directors to ensure
that the Bank keeps proper accounting records which disclose with reasonable accuracy at any time
the financial position of the Bank. They are also responsible for safeguarding the assets of the Bank.

The directors are responsible for the preparation and fair presentation of these financial statements
in accordance with International Financial Reporting Standards, Tanzania Financial Reporting
Standard on Directors’ Report and in the manner required by the Tanzania Companies Act, 2002 and
the Banking and Financial Institutions Act, 2006. This responsibility includes designing, implementing
and maintaining internal controls relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error; selecting and
applying appropriate accounting policies; and making accounting estimates that are reasonable in
the circumstances.

The directors accept responsibility for the annual financial statements, which have been prepared
using appropriate accounting policies supported by reasonable and prudent judgements and
estimates, in conformity with International Financial Reporting Standards and in the manner required
by the Tanzania Companies Act, 2002 and the Banking and Financial Institutions Act, 2006.

The directors are of the opinion that the financial statements give a true and fair view of the state of
the financial affairs of the Bank and of the Bank's operating results. The directors further accept
responsibility for the maintenance of accounting records which may be relied upon in the preparation
of the financial statements, as well as adequate systems of internal financial control. To enable the
directors to meet these responsibilities:

Approval of financial statements

Approved by the board of directors and authorized for issue on 20 Mar&'ﬂ ..2023 and
signed on its behalf by:

I

Athanas\ia A. Soka
Chairman

10



VISIONFUND TANZANIA MICROFINANCE BANK LIMITED

DECLARATION OF THE HEAD OF FINANCE/ACCOUNTING
AS AT 31 DECEMBER 2022

The National Board of Accountants and Auditors (NBAA) according to the power conferred 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 a 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 financial statements of an entity showing true and fair view of the entity
position and performance in accordance with applicable International Accounting Standards and
statutory financial reporting requirements. Full legal responsibility for the preparation of financial
statements rests with the Board of Directors as under Directors Responsibility statement on an earlier
page.

| Rogathe Godson being the Head of Finance of VisionFund Tanzania Microfinance Bank Limited
hereby acknowledge my responsibility of ensuring that financial statements for the year ended 31
December 2022, have been prepared in compliance with applicable accounting standards and
statutory requirements.

| thus confirm that the financial statements of VisionFund Tanzania Microfinance Bank Limited
comply with applicable accounting standards and statutory requirements as on that date and that
they have been prepared based on properly maintained financial records.

Signed by: Rogathe Godson
Position: Chief Finance Officer

NBAA Membership No: GA 3640

Date: Z@MGI'"‘—L\ 2023

11
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INDEPENDENT AUDITOR'S REPORT

To the shareholders of Vision Fund Tanzania Microfinance Bank Limited
REPORT OF THE AUDIT OF THE FINANCIAL STATEMENTS

Opinion

We have audited the financial statements of VisionFund Tanzania Microfinance Bank Limited (the
Bank) set out on pages 17 to 70, which comprise the statement of financial position as at 31
December 2022, and the statement of comprehensive income, 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 present fairly, in all material respects, the
financial position of the Bank as at 31 December 2022 and of its financial performance and its cash
flows for the year then ended in accordance with International Financial Reporting Standards (IFRSs)
and the requirements of the Companies Act, 2002 and the Banking and Financial Institutions Act,
2006 of Tanzania.

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 the Bank in accordance
with the International Code of Ethics for Professional Accountants (including international
Independence Standards) (IESBA Code) together with the ethical requirements that are relevant to
our audit of the financial statements in Tanzania, and we have fulfilled our other ethical
responsibilities in accordance with these requirements and the IESBA Code.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis'
for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in
the audit of the financial statements of the current period. These matters were addressed in the
context of the audit of the financial statements as a whole, and in forming the auditor's epinion
thereon, and we do not provide a separate opinion on these matters. For each matter below, our
description of how our audit addressed the matter is provided in that context.

We have fulfilled the responsibilities described in the Auditor's responsibilities for the audit of the
financial statements section of our report, including in relation to these matters. Accordingly, our
audit included the performance of procedures designed to respond to our assessment of the risks of
material misstatement of the financial statements. The results of our audit procedures, including the
procedures performed to address the matters below, provide the basis for our audit opinion on the
accompanying financial statements.

A member finm of Ernst & Young Global Limited.
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INDEPENDENT AUDITOR'S REPORT (Continued)
To the shareholders of VisionFund Tanzania Microfinance Bank Limited

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS (Continued)

Key audit matter

| How our audit addressed the key audit matter

Credit risk and Expected Credit losses on financial assets instruments

The IFRS 9 Expected credit losses (ECL)
approach is applicable to all financial
assets at amortised cost.

ECL represents Management's best
estimate of the losses expected to be
incurred at reporting date. The ECL
allowances are significant in the context
of the financial statements due to their
magnitude as well as the estimation
uncertainty and significant level of
judgement inherent in determining the
value of the allowances.

The models used to determine the ECL
estimate are complex and include inputs
from muitiple sources. Management
applies adjustments to the model outputs
to cater for factors not included in the
model assessment, which can be highly
subjective

Individual ECL recognition

Significant judgements, estimates and
assumptions are applied by Management
to:

* Determine if the financial asset is
impaired;

» Determine the expected future cash
flows to be collected;

» Estimate the timing of the future cash
flows

The accounting policy and key sources of
estimation uncertainty in relation to
impairment of financial instruments are
disclosed in Note 6 to the financial
statements. The Expected Credit Loss is
disclosed in note 14 to the financial
statements.

Accounting policies:

We have evaluated the IFRS 9 accounting policies and
assessed the ECL methodologies applied and compared
these to the requirements of IFRS 9: Financial
instruments.

Audit procedures

We have performed our audit procedures to assess the
31 December 2022 closing provision and the movement in
ECL over the period.

We have obtained an understanding of Management's
process over credit origination, credit monitoring and
credit remediation and tested the relevant key controls
identified within these processes.

Collective ECL recognition

Where expected credit losses are calculated on a collective

modelled basis, we have performed the following audit

procedures, amongst others, with the assistance of our
credit risk quantitative specialists:

* Evaluated the control environment supporting the
models as well as the governance processes over
impairments as a whole.

* Assessed the design and implementation of the ECL
models, including assessing the significant
assumptions applied and the data used to derive
model parameters with reference to the requirements
of
IFRS 9.

e Evaluated the ECL modelling methodology applied by
Management to determine the Probability of Default
(PD), Loss Given Default (LGD), and Exposure at
Default (EAD) used to compute portfolio ECL
allowances against the requirements of IFRS 9 and the
Bank's internal policies.

¢ Assessed Management's ECL models for mathematical
accuracy and alignment to internally approved
modelling methodology by re-performing the ECL
models.
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INDEPENDENT AUDITOR'S REPORT (Continued)
To the shareholders of VisionFund Tanzania Microfinance Bank Limited

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS (Continued)
Other Information

Other information consists of the information included in the Directors' Report, other than the
financial statements and our auditor's report thereon. Management is responsible for the other
information.

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

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

Responsibilities of management and the Directors for the financial statements

Management is responsibie for the preparation and fair presentation of the financial statements in
accordance with IFRSs, 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 Bank'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 liquidate the Bank or to
cease operations, or has no realistic alternative but to do so.

The Directors are responsible for overseeing the Bank's financial reporting process.
Auditor's Responsibilities for the Audit of the Fina_ncial Statements

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

14
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INDEPENDENT AUDITOR'S REPORT (Continued)
To the shareholders of VisionFund Tanzania Microfinance Bank Limited

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS (Continued)

Auditor’s Responsibilities for the Audit of the Financial Statements (Continued)

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

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

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

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

¢ Conclude on the appropriateness of management’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 Bank's ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in
our auditor's report to the related disclosures in the financial statements or, if such disclosures
are inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained
up to the date of our auditor’s report. However, future events or conditions may cause the Bank
to cease to continue as a going concern.

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

We communicate with the Directors regarding, 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.
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INDEPENDENT AUDITOR'S REPORT (Continued)
To the shareholders of VisionFund Tanzania Microfinance Bank Limited

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS.

This report, including the opinion, has been prepared for, and only for, the Bank's members as a body
in accordance with the Companies Act, 2002 of Tanzania and for no other purposes.

As required by the Companies Act, 2002 of Tanzania, we report to you, based on our audit, that:

* We have obtained all the information and explanations which, to the best of our knowledge
and belief, were necessary for the purpose of our audit:

* In our apinion, proper books of account have been kept by the Bank, so far as appears from
our examination of those books:

* The Directors’ Report is consistent with the financial statements;

= Information specified by law regarding directors’ remuneration and transactions with the
Bank is disclosed; and,

= The Bank's statement of financial position and statement of profit or loss and other
comprehensive income are in agreement with the books of account.

As required by the Banking and Financial Institutions (External Auditors) Regulations, 2014 of
Tanzania, we report to you, based on our audit, that;

= Inour opinion, the capital adequacy ratios as presented in Note 26 to the financial statements
have been computed in accordance with the Banking and Financial Institutions Act, 2006,
and the Banking and Financial Institutions (Capital Adequacy) Requlations, 2014 of Bank of
Tanzania.

The engagement partner on the audit resulting in this independent auditor's report is Dr.Neema
Kiure.

Signed by Dr. Neema Kiure (FCPA 1227
On behalf of Ernst & Young

Certified Public Accountants

Dar Es Salaam

pate:  3t| oa ( 2023



VISIONFUND TANZANIA MICROFINANCE BANK LIMITED

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2022

Operating income
Effective interest income*
Effective interest expense*
Net interest income

Other income

Gain/(Loss) on disposal

Net operating income before impairment
charge on loans and advances

Expected credit losses
Net operating income

Personnel expenses

Loss on disposal of assets
Operating expenses
Depreciation and amortisation

(Loss)/Profit before tax
Income tax charge

Loss for the year

Other comprehensive income

Other comprehensive income, net of tax

Total comprehensive (loss)/income for
the year, net of taxes

2022 2021

Notes TZS'000 TZS5'000
8 12,543,524 11,112,786

9 (172,118) (129.946)
12,371,406 10,982,840

10 1,270,402 1,058,146
11 1,143 -
13,642,951 12,040,986

14 (592,662) (780,918)
13,050,289 11,260,068

12 (7.102,521) (5,378,796)
11 = (1.244)
13 (8,531,600) (5,199,518)
16; 17 (730,954)  (621,736)
(16,365,075) (11,201,294)

(3,314,786) 58,774

15 (57,217) (202,532)
(3,372,003) (143,758)

(3,372,003) (143,758)

*Interest income and interest expense were calculated using the effective interest rate method.
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VISIONFUND TANZANIA MICROFINANCE BANK LIMITED

STATEMENT OF FINANCIAL POSITION

AS AT 31 DECEMBER 2022

2022 2021

Notes TZS'000 TZ5'000
ASSETS
Cash and cash equivalents 18 2,848,502 10,648,949
Loans to customers 19 27,228,913 18,882,353
Deposits with banks 20 2,678,400 5
Trade and other receivables 21 1,065,905 559,940
Property, equipment and right-of-use
assets 16 2,226,864 2,254,903
Intangible assets 17 109,259 281,822
Tax receivables 15 374,039 161,091
Total assets 36,531,882 32,789,158
SHARE HOLDERS' FUNDS
Share capital 26 21,200,000 21,200,000
Advance towards share capital 390,660 11,596
Retained earnings (2,400,691) 971,312
Property revaluation reserves 27 247,572 247,572
Total equity attributable to equity
holders 19,437,541 22,430,480
LIABILITIES
Deposits from customers 22 2,215,433 1,486,154
Special deposit 23 3,172,396 3,922,975
Long-term Borrowings 28 4,617,500 -
Deferred tax liabilities 15 107,119 49,902
Deferred grants income 24 1,846,555 1,951,502
Other liabilities. 25 5,135,338 . 2,948,145
Total liabilities 17,094,341 10,358,678
Total liabilities and equity 36,531,882 32,789,158

These financial statements were approved by the Board of Directors for

issue

on_____ 2023 and were signed on its behalf by:

Name: A&a&gﬂﬁé@mﬂe .gOQr& d‘“ " Signature: &

Name:\-gh\t(‘ﬁ N' \9:‘“% Title: 'D\RGNV' Signature: MUV\ :
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VISIONFUND TANZANIA MICROFINANCE BANK LIMITED

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31 DECEMBER 2022

CASH FLOWS FROM OPERATING ACTIVITIES

(Loss)/profit before tax

Adjustment for non-cash items
Depreciation of property and equipment
Amortisation of intangible assets
Depreciation of right of use assets
Interest expense
Amortisation of grant income
Gain/Loss on disposal of Property and

equipment
Expected credit losses - Financial assets

Changes in:

Decrease in loans to customers

Decrease in trade and other receivables

Increase in deposit from customers

Increase in special deposit

Increase in other liabilities, acecrued expenses, and

revolving fund

Cash generated from operating activities
Interest paid

& Tax paid

Net cash flows from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of property and equipment

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

CASH FLOWS FROM FINANCING ACTIVITIES
Loan Addition

Advance Towards Share capital

Deferred Grant recejved

Payment of principal & interest portion of lease
liabilities

Net cash flows used in financing activities

Decrease in cash and cash equivalents

Net foreign exchange difference

Cash and cash equivalents at the beginning of the
year

Cash and cash equivalents at the end of the year
Composition of cash and cash equivalents is as
follows:

Cash and bank balance

Investment in market securities maturing in less
than 90 days

Notes

16
17
16
24

12
14

15

le
&17

28
24

16

18

20

Additional information on operational cash flows from interest and dividends

Interest paid
Interest received

19

2022 2021
TZS'000 TZS'000
(3,314,786) 58,773
423,262 363,491
196,844 156,246
110,849 101,999
172,118 129,946
(241,012) (86,423)
(1,143)
1,244
592,662 780,918
(2,061,206) 1,506,195
(8,575,224) (4,235,730)
(505,965) (8,020)
729,279 231,876
(750,580) 593,503
1,993,820
1,583,237
(9,169,876) (328,939)
(172,118) (129,130)
(210,000) (210,000)
(9,551,994) (668,069)
(514,406)
(189,244)
19,233 2,655
(495,173) (186,589)
4,617,500 =
379,064 >
136,065 48,934
(195,575) (61,866)
4,937,054 (12,933)
(5,110,113) (867,591)
(75.128) (3.383)
10,754,458 11,625,432
5,569,217 10,754,458
2,869,217 10,754,458
2,700,000 2
5,569,217 10,754,458
172,118 129,130
11,896,387 10,499,443
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VISIONFUND TANZANIA MICROFINANCE BANK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2022

1. GENERAL INFORMATION

VisionFund Tanzania Microfinance Bank Limited is a Bank domiciled in Tanzania aimed at
providing financial services to small holder farmers, micro entrepreneurs and low-income
households in the rural and urban areas of the United Republic of Tanzania. The entity's

registered address is on the 5t Floor, AICC Building, Serengeti Wing and
P.0O. Box 1546 Arusha, Tanzania.

2. BASIS OF PREPARATION

The financial statements have been prepared on a historical cost basis except where otherwise
stated or as required by International Financial Reporting Standards and Interpretations to those
Standards for assets and liabilities to be stated at their fair value as disclosed in the accounting
policies hereafter. The financial statements are presented in Tanzania shillings (TZS) and the
amounts are rounded to the nearest thousand (000), except where otherwise indicated.

Statement of compliance
The financial statements of VisionFund Tanzania Microfinance Bank have been prepared in
accordance with International Financial Reporting Standards (IFRSs) and Interpretations to

those standards, and comply with the Tanzanian Companies Act, 2002 and the Banking and
Financial Institutions Act, 2006.

For the purpose of reporting under the Companies Act, 2002 of Tanzania, the statement of
financial position represents the balance sheet in these financial statements and the statement
of profit or loss and other comprehensive income represents the profit and loss account.

Presentation of financial statements

The Bank presents its statement of financial position broadly in order of liquidity. An analysis
regarding recovery or settlement within 12 months after the reporting date (current) and more
than 12 months after the reporting date (non-current) is presented in note 30 of these financial
statements.

Financial assets and financial liabilities are offset and the net amount reported in the statement
of financial position only when there is a currently legally enforceable right to offset the
recognized amounts and there is an intention to settle on a net basis, or to realize the assets
and settle the liability simultaneously. Income and expense are not offset in the statement of
comprehensive income unless required or permitted by any accounting standard or
interpretation, and as specifically disclosed in the accounting policies of the Bank.

3. CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES
3.1 New and amended standards and interpretations
The accounting policies adopted are consistent with those of the previous financial year.
Changes from the new or revised standards and interpretations, amendments to existing
standards and interpretations and improvements to IFRSs that were effective for the current
reporting period did not have material impact on the accounting policies, financial position or
performance of the Bank.
The new accounting pronouncements issued but not yet effective are not expected to have an

impact on the Bank’s financial statements. The Bank has not early adopted any standards,
interpretations or amendments that have been issued but are not yet effective.
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VISIONFUND TANZANIA MICROFINANCE BANK LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTIN UED)
FOR THE YEAR ENDED 31 DECEMBER 2022

3,

CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES (CONTINUED)
3.1 New and amended standards and interpretations

The standard which are effective this year have no impact on financial statements of the Vision
Fund Microfinance Bank.

The Bank applied for the first-time certain standards and amendments, which are effective for
annual periods beginning on or after 1 January 2022 (unless otherwise stated). The Bank has

not early adopted any other standard, interpretation or amendment that has been issued but is
not yet effective.

* Reference to the Conceptual Framework - Amendments to IFRS 3

* Property, Plant and Equipment: Proceeds before Intended Use - Amendments to IAS 16

* Onerous Contracts - Costs of Fulfilling a Contract - Amendments to IAS 37

» AIP IFRS 1 First-time Adoption of International Financial Reporting Standards - Subsidiary as a
first-time adopter

* AIP IFRS 9 Financial Instruments - Fees in the '10 per cent’ test for derecognition of financial
liabilities

> AIP |AS 41 Agriculture - Taxation in fair value measurements

3.2. Standards issued but not yet effective

Deferred Tax related to Assets and Liabilities arising from a Single Transaction - Amendments
to IAS 12.

In May 2021, the Board issued amendments to IAS 12, which narrow the scope of the initial
recognition exception under IAS 12, so that it no longer applies to transactions that give rise to
equal taxable and deductible temporary differences.

The amendments clarify that where payments that settle a liability are deductible for tax
purposes, it is a matter of judgement (having considered the applicable tax law) whether such
deductions are attributable for tax purposes to the liability recognized in the financial
statements (and interest expense) or to the related asset component (and interest expense).
This judgement is important in determining whether any temporary differences exist on initial
recognition of the asset and liability.

Under the amendments, the initial recognition exception does not apply to transactions that, on
initial recognition, give rise to equal taxable and deductible tem porary differences. It only applies
if the recognition of a lease asset and lease liability (or decommissioning liability and

Decommissioning asset component) give rise to taxable and deductible temporary differences
that are not equal. Effective for annual periods beginning on or after 1 January 2022. The bank
is assessing the impact of these amendments.

Lease Liability in a Sale and Leaseback - Amendments to IFRS 16

In September 2022, the Board issued Lease Liability in a Sale and Leaseback (Amendments to
IFRS 16). The amendment to IFRS 16 specifies the requirements that a seller-lessee uses in
measuring the lease liability arising in a sale and leaseback transaction, to ensure the seller-
lessee does not recognise any amount of the gain or loss that relates to the right of use it retains.
The amendment does not prescribe specific measurement requirements for lease liabilities
arising from a leaseback. The initial measurement of the lease liability arising from a leaseback
may result in a seller-lessee determining ‘lease payments’ that are different from the general
definition of lease payments in Appendix A of IFRS 16.
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VISIONFUND TANZANIA MICROFINANCE BANK LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

3. CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES (CONTINUED)

3.2 Standards issued but not yet effective (Continued)

The seller-lessee will need to develop and apply an accounting policy that results in information that
is relevant and reliable in accordance with |AS 8.

A seller-lessee applies the amendment to annual reporting periods beginning on or after 1 January
2024, Earlier application is permitted, and that fact must be disclosed. These amendments had no
impact on the financial statements of the Bank.

IFRS 17 Insurance Contracts

In May 2017, the IASB issued IFRS 17 Insurance Contracts (IFRS 17), a comprehensive new
accounting standard for insurance contracts covering recognition and measurement, presentation
and disclosure. Once effective, IFRS 17 will replace IFRS 4 Insurance Contracts (IFRS 4) that was
issued in 2005. IFRS 17 applies to all types of insurance contracts (i.e., life, non-life, direct
insurance and re-insurance), regardless of the type of entities that issue them, as wel as to certain
guarantees and financial instruments with discretionary participation features.

A few scope exceptions will apply. The overall objective of IFRS 17 is to provide an accounting model
for insurance contracts that is more useful and consistent for insurers. In contrast to the
requirements in IFRS 4, which are largely based on grandfathering previous local accounting
policies, IFRS 17 provides a comprehensive model for insurance contracts, covering all relevant
accounting aspects. The core of IFRS 17 is the general model, supplemented by:

A specific adaptation for contracts with direct participation features (the variable fee approach)
A simplified approach (the premium allocation approach) mainly for short-duration contracts

IFRS 17 is effective for reporting periods beginning on or after 1 January 2023, with comparative
figures required. Early application is permitted, provided the entity also applies IFRS 9 and IFRS 15
on or before the date it first applies IFRS 17. This standard is not applicable to the Bank.

Amendments to IAS 1: Classification of Liabilities as Current or Non-current
In January 2020, the IASB issued amendments to paragraphs 69 to 76 'of IAS 1 to specify the
requirements for classifying liabilities as current or non-current. The amendments clarify:
e What is meant by a right to defer settlement.
e That aright to defer must exist at the end of the reporting period.
e That classification is unaffected by the likelihood that an entity will exercise its deferral
right.
e That only if an embedded derivative in a convertible liability is itself an equity instrument
would the terms of a liability not impact its classification

The amendments are effective for annual reporting periods beginning on or after 1 January 2023
and must be applied retrospectively. The Bank is currently assessing the impact the amendments
will have on current practice and whether existing loan agreements may require renegotiation.

Definition of Accounting Estimates - Amendments to IAS 8

In February 2021, the IASB issued amendments to IAS 8, in which it introduces a definition of
‘accounting estimates’. The amendments clarify the distinction between changes in accounting
estimates and changes in accounting policies and the correction of errors. Also, they clarify how
entities use measurement techniques and inputs to develop accounting estimates.

The amendments are effective for annual reporting periods beginning on or after 1 January 2023
and apply to changes in accounting policies and changes in accounting estimates that occur on or
after the start of that period. Earlier application is permitted as long as this fact is disclosed.

The amendments are not expected to have a material impact on the Bank.
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VISIONFUND TANZANIA MICROFINANCE BANK LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

3. CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES (CONTINUED)
3.2 Standards issued but not yet effective (Continued)
Disclosure of Accounting Policies - Amendments to IAS 1 and IFRS Practice Statement 2

In February 2021, the IASB issued amendments to IAS 1 and IFRS Practice Statement 2 Making
Materiality Judgements, in which it provides guidance and examples to help entities apply
materiality judgements to accounting policy disclosures. The amendments aim to help entities
provide accounting policy disclosures that are more useful by replacing the requirement for
entities to disclose their ‘significant’ accounting policies with a requirement to disclose their
‘material’ accounting policies and adding guidance on how entities apply the concept of materiality
in making decisions about accounting policy disclosures.

The amendments to IAS 1 are applicable for annual periods beginning on or after 1 January 2023
with earlier application permitted. Since the amendments to the Practice Statement 2 provide
non-mandatory guidance on the application of the definition of material to accounting policy
information, an effective date for these amendments is not necessary.

The Bank is currently assessing the impact of the amendments to determine the impact they will
have on the Banks's accounting policy disclosures.
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VISIONFUND TANZANIA MICROFINANCE BANK LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

4. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

The preparation of financial statements in conformity with IFRS requires the use of certain critical
accounting estimates. It also requires directors to exercise judgment in the process of applying
the Bank's accounting policies. The Bank makes estimates and assumptions that affect the
reported amounts of assets and liabilities within the next period. Estimates and judgements are
continually evaluated and are based on historical experience and other factors, including
expectations of future events that are believed to be reasonable under the circumstances. Refer
to the estimates and judgements below and reference to the notes to these financial statements
for the related carrying amounts.

(@) Expected credit losses on financial assets: Incorporation of forward-looking information

The evolving economic environment is a key determinant of the ability of a Bank's clients to meet
their obligations as they fall due. It is a fundamental principle of IFRS 9 that the provisions banks
hold against potential future credit risk losses should depend not just on the health of the
economy today but should also take account of changes to the economic environment in the
future. To capture the effect of changes to the economic environment in the future, the
computation of probability of default (PD), loss given default (LGD) and so expected credit loss
incorporates forward-looking information; assumptions on the path of economic variables and
asset prices that are likely to have an effect on the repayment ability of the Bank’s clients. Such
variables include Inflation, Gross Domestic Product (GDP) growth, oil prices fluctuation, average
electricity generation, natural gas, population, total household spending, total food sales, total
public debt, Government spending in priority sector, unemployment rate, exchange rate
movement. Forward-looking information has been incorporated into the Bank's impairment
methodology calculations which typically include expected macro-economic conditions and
factors that are expected to impact portfolios or individual counterparty exposures.

Refer to notes 14, 19, 20 and 21 to these financial statements for the carrying amounts of the
affected assets.

b) Significant increase of credit risk

Significant increase in credit risk is assessed by comparing the risk of default of an exposure at
the reporting date to the risk of default at origination (after taking into account the passage of
time). Whether a change in the risk of default is significant or not is assessed using a number of
quantitative and qualitative factors the weight of which depends on the type of product and
counterparty.

Refer to note 6 (b) to these financial statements for the carrying amounts of the affected assets.
€) Establishing Groups of assets with similar credit risk characteristics
When ECLs are measured on a collective basis, the financial instruments are grouped on the basis

of shared risk characteristics. The Bank monitors the appropriateness of the credit risk
characteristics on an ongoing basis to assess whether they continue to be similar.
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VISIONFUND TANZANIA MICROFINANCE BANK LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

4. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS (Continued)

This is required in order to ensure that should credit risk characteristics change there is appropriate
re-segmentation of the assets. This may result in new portfolios being created or assets moving to
an existing portfolio that better reflects the similar credit risk characteristics of that Group of
assets. Re-segmentation of portfolios and movement between portfolios is more common when
there is a significant increase in credit risk (or when that significant increase reverses) and so assets
move from 12-month to lifetime ECLs, or vice versa, but it can also occur within portfolios that
continue to be measured on the same basis of 12-month (12mECL) or lifetime ECLs (LTECL) but
the amount of ECL changes because the credit risk of the portfolios differ.

The table below displays a representative summary of the economic variables that the Bank
considers to be among the most important determinants of its expected credit loss.

Macroeconomic variable Annual average
CPI 119,92
GDP Growth Rate % 4.70
Inflation Rate % 3.10
Lending Rate % 16.66
Money supply growth rate % 5.70
Unemployment % 2.20

Refer to note 6 (b) to these financial statements for the carrying amounts of the affected assets.

d) Deferred tax

Deferred tax is the tax expected to be payable or recoverable in the future arising from temporary
differences between the carrying amounts of assets and liabilities in the financial statements and
the corresponding tax bases used in the computation of taxable profit. Deferred tax liabilities are
generally recognized for all taxable temporary differences and deferred tax assets are recognized
to the extent that it is probable that the deductible temporary differences will reverse in the
foreseeable future and taxable profits will be available against which deductible temporary
differences can be utilized. The judgments take into consideration the effect of both positive and
negative evidence, including historical financial performance, projections of future taxable income,
and future reversals of existing taxable temporary differences.

The deferred tax liability recognized on the Bank's statement of financial position in year 2022

amounted to TZS 107 million (2021: TZS 49 million). Refer to note 15 to these financial statements
for further details.
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VISIONFUND TANZANIA MICROFINANCE BANK LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

4. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS (Continued)

e) Determination of the lease term for lease contracts with renewal and termination options
(Bank as a lessee)

The Bank determines the lease term as the non-cancellable term of the lease, together with any
periods covered by an option to extend the lease if it is reasonably certain to be exercised, or any
periods covered by an option to terminate the lease, if it is reasonably certain not to be exercised.
The Bank has several lease contracts that include extension and termination options. The Bank
applies judgement in evaluating whether it is reasonably certain whether or not to exercise the
option to renew or terminate the lease. That is, it considers all relevant factors that create an
economic incentive for it to exercise either the renewal or termination. After the commencement
date, the Bank reassesses the lease term if there is a significant event or change in circumstances
that is within its control that affects its ability to exercise or not to exercise the option to renew or
to terminate (e.q., construction of significant leasehold improvements or significant customization
of the leased asset). Further details in relation to leases have been disclosed in note 16 to the
financial statements.

f)  Estimating the incremental borrowing rate

The Bank cannot readily determine the interest rate implicit in the lease, therefore, it uses its
incremental borrowing rate ('IBR") to measure lease liabilities. The IBR is the rate of interest that
the Bank would have to pay to borrow over a similar term, and with a similar security, the funds
necessary to obtain an asset of a similar value to the right-of-use asset in a similar economic
environment.

The IBR therefore reflects what the Bank ‘would have to pay’, which requires estimation when no
observable rates are available (such as for entities that do not enter into financing transactions) or
when they need to be adjusted to reflect the terms and conditions of the lease (for example, when
leases are not in the entity's functional currency).The Bank estimates the IBR using observable
inputs (such as market interest rates) when available and is required to make certain entity-specific
adjustments (such as the entity's stand-alone credit rating, or to reflect the terms and conditions of

~ the lease). Further details in relation to leases have been disclosed in note 16 to the financial
statements.
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VISIONFUND TANZANIA MICROFINANCE BANK LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

5. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
a) Revenue recognition

()] Interest income and expenses
Interest income and expense for all interest-bearing financial instruments are recognised within

‘interest income’ or ‘interest expense’ in the statement of profit or loss using the effective
interest method.

The effective interest method is a method of calculating the amortised cost of a financial asset
or a financial liability and of allocating the interest income or interest 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
calculation includes all fees paid or received between parties to the contract that are an integral
part of the effective interest rate, transaction costs and all other premiums or discounts.

The EIR calculation also takes into account the effect of potentially different interest rates that
may be charged at various stages of the financial asset's expected life, and other characteristics
of the product life cycle (including prepayments, penalty interest and charges).

If expectations of fixed rate financial assets or liabilities’ cash flows are revised for reasons other
than credit risk, then changes to future contractual cash flows are discounted at the original EIR
with a consequential adjustment to the carrying amount. The difference from the previous
carrying amount is booked as a positive or negative adjustment to the carrying amount of the
financial asset or liability on the balance sheet with a corresponding increase or decrease in
Interest revenue/expense calculated using the effective interest method.

For floating-rate financial instruments, periodic re-estimation of cash flows to reflect the
movements in the market rates of interest also alters the effective interest rate, but when
instruments were initially recognised at an amount equal to the principal, re-estimating the

future interest payments does not significantly affect the carrying amount of the asset or the
liability. ' : "

For credit-impaired financial assets the interest income is calculated by applying the EIR to the
amortised cost of the credit-impaired financial assets (i.e., the gross carrying amount less the
allowance for expected credit losses (ECLS)).

Under IFRS 9, interest income is recorded using the Effective Interest Rate (EIR) method for all
financial instruments measured at amortised cost.

Interest income and interest expense for the period are disclosed in notes 8 and 9 (respectively)
to the financial statements,
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5. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
a) Revenue recognition (Continued)
) Interest income and expenses (Continued)

The table below summarizes the recognition of interest income for the stages of the financial

assets:
Stage 1 Stage 2 Stage 3
(performing loans) (under- performing (non-performing
loans) loans)

Recognition Interest revenue s Interest revenue is Interest revenue s
of interest  calculated on the gross calculated on the gross calculated based on the
carrying amount of the carrying amount of the amortized cost net of
asset. asset. the loss provision, (net

carrying amount).
(i) Fees and commission income

The Bank earns fee and commission income from various services it provides to its customers and
mainly include loan application fees and dormant account fees. Fee and commission income is

recognized at an amount that reflects the consideration to which the Bank expects to be entitled
in exchange for providing the services.

The performance obligations, as well as the timing of their satisfaction, are identified, and
determined, at the inception of the contract. The Bank's revenue contracts do not typically include
multiple performance obligations.

When the Bank provides a service to its customers, consideration is invoiced and generally due
immediately upon satisfaction of a service provided at a point in time or at the end of the contract
period for a service provided over time (unless otherwise specified). The Bank has generally
concluded that it is the principal in its revenue arrangements because it typically controls the
services before transferring them to the customer. ; :

Application fees and other similar service fees
Fees and commissions are generally recognized 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 recognized as an adjustment to the effective interest
rate on the loan.

Other fees and commission incomes are recognised as the related services are performed. If a
loan commitment is not expected to result in the draw-down of a loan, then the related loan
commitment fees are recognised on a straight-line basis over the commitment period. Other
fees and commission expense relate mainly to transaction and service fees, which are expensed
as the services are received.

(iii) Other income
Other income includes amortization of deferred grant income, penalty income, sundry income
and other fees. Other income is recognized in the period in which it is earned.

Other income is disclosed in note 10 to the financial statements.
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5. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
a) Grant's recognition

Grants are recognized where there is reasonable assurance that the grant will be received and
all attached conditions will be complied with. When the grant relates to an expense item, it is
recognized as income on a systematic basis over the periods that the related costs, for which it
is intended to compensate, are expensed. When the grant relates to an asset, it is recognized as
income in equal amounts over the expected useful life of the related asset.

When the Bank receives grants of non-monetary assets, the asset and the grant are recorded at
nominal amounts and released to profit or loss over the expected useful life of the asset, based
on the pattern of consumption of the benefits of the underlying asset by equal annual
instalments.

Any unutilized deferred revenue grants at the expiry of the contracts or agreements are dealt
with in accordance with the terms stated out in the respective contracts or agreements.

b) Employees' benefits including post-employment benefits

Short-term employee benefits

Short-term employment benefits such as salaries, social security contributions, and leave fare
assistance are expensed as the related service is provided. A liability is recognized for the
expected amount to be paid if the Bank has a present legal or constructive obligation to pay this
amount as a result of past services provided by the employee and the obligation can be estimated
reliably.

Postretirement benefits

The Bank operates a defined contribution plan whereby it contributes 10% of an employee gross
monthly salary in respect of social security contributions (NSSF).Other than these monthly
contributions, the Bank has no further commitments or obligations for its employees’ social
security contributions neither does it have other postretirement benefit schemes. The
contributions are charged to profit or loss in the year to which they relate.

Employee benefits have been disclosed in note 12 to the financial statements.
¢) Property and equipment (PE)

Upon initial recognition, the Bank's Furniture, fittings and equipment, Motor vehicles and
motorcycles and Computers are recorded at cost which includes expenditure that is directly
attributable to the acquisition of the items. Subsequently, except for branch improvements
which are subsequently measured at cost less accumulated depreciation and impairment, the
Bank's Furniture, fittings and equipment, Motor vehicles and motorcycles and Computers are
stated in the statement of financial position at revalued amounts, being the fair value at the
date of revaluation, less any subsequent accumulated depreciation and subsequent
accumulated impairment losses. The valuation, which is performed after every four years, is
determined by independent valuers with reference to the market value. Any accumulated
depreciation at the date of revaluation is eliminated against the gross carrying amount of the
asset and the net amount is restated to the revalued amount of the asset.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
d) Property and equipment (PE) (Continued)

Any revaluation increase arising on the revaluation of Furniture, fittings and equipment, Motor
vehicles and motorcycles and Computers is recognized in other comprehensive income and
cumulated in revaluation reserve in equity except to the extent that it reverses a revaluation
decrease for the same asset previously recognized in profit or loss, in which case the increase
is credited to profit or loss to the extent of the decrease previously expensed.

A decrease in the carrying amount arising on the revaluation of Furniture, fittings and
equipment, Motor vehicles and motorcycles and Computers is recognized in profit or loss to
the extent that it exceeds the balance, if any, held in revaluation reserve relating to a previous
revaluation of that asset. Upon disposal, any revaluation surplus relating to the particular asset
being sold is transferred to retained earnings.

All other repairs and maintenance are charged to profit or loss during the financial period in
which they are incurred. Depreciation of assets is calculated using the straight-line method to
allocate their cost to their residual values over their estimated useful lives as follows:

Description Rate (%)
Furniture, fittings and equipment 125
Motor vehicles and motorcycles 25
Computers 25
Branch improvements 10

The carrying values of property and equipment are reviewed for impairment when events or
changes in circumstances indicate that the carrying value may not be recoverable.

The residual values, useful lives and methods of depreciating property and equipment are
reviewed, and adjusted prospectively if appropriate, at each reporting date.

e) Right-of-use assets

The Bank recognises right-of-use assets at the commencement date of the lease (i.e., the date the
underlying asset is available for use). Right-of-use assets are measured at cost, less any
accumulated depreciation and impairment losses, and adjusted for any remeasurement of lease
liabilities. The cost of right-of-use assets includes the amount of lease liabilities recognised, initial
direct costs incurred, and lease payments made at or before the commencement date less any
lease incentives received. The right of use is presented with PPE in the statement of financial
position. Right-of-use assets are depreciated on a straight-line basis over the shorter of the lease
term and the estimated useful lives of the assets, as follows:

Buildings 2 to 19 years

The right-of-use assets are subject to assessment of impairment in line with the Bank's policy for
Impairment of non-financial assets. Refer to note 16 for further details.

The right of use asset is presented with PE in the SOFP, and lease liability is presented with on
other payable in the SOFP.
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5. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

f) Intangible assets

Intangible assets acquired separately are measured on initial recognition at cost. Following initial
recognition, intangible assets are carried at cost less any accumulated amortization and any
accumulated impairment losses. Internally generated intangible assets, excluding capitalized
development costs, are not capitalized and expenditure is reflected in the profit and loss in the
year in which the expenditure is incurred.

The useful lives of intangible assets are assessed as either finite or indefinite. Intangible assets
with finite lives are amortized over the useful economic life and tested for impairment whenever
there is an indication that the intangible asset may be impaired. The amortization period and the
amortization method for an intangible asset with a finite useful life are reviewed at least at each
reporting date. Changes in the expected useful life or the expected pattern of consumption of
future economic benefits embodied in the asset is accounted for by changing the amortization
period or method, as appropriate, and are treated as changes in accounting estimates. The
amortization expense on intangible assets with finite lives is recognized in profit or loss in the
expense category consistent with the function of the intangible asset.

The annual rate of amortization which has been consistently applied is:
Computer software 25% per annum

Gains or losses arising from derecognition of an intangible asset are measured as the difference
between the net disposal proceeds and the carrying amount of the asset and are recognized in
profit or loss when the asset is derecognized.

@) Financial Instruments
Initial Recognition of Financial Assets and Financial Liabilities

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that
are directly attributable to the acquisition or issue of financial assets and financial liabilities are
capitalized to the initial carrying amount of the financial asset/liability, as appropriate on initial
recognition.

The Bank recognizes financial assets and liabilities when it becomes a party to the terms of the
contract, which is the trade date or the settlement date.

On initial recognition, it is presumed that the transaction price is the fair value unless there is
observable information available in an active market to the contrary. The best evidence of an
instrument's fair value on initial recognition is typically the transaction price.

Classification and Measurement of Financial Instruments

On initial recognition, the Bank classifies its financial assets into the following measurement
categories:

*  Amortized cost;

» Fair value through profit or loss (FVPL); and

> Fair value through other comprehensive income (FVOCI).

The Bank does not have any financial assets or liabilities classified and subsequently measured
at FVPL or FVQCI.

The classification and subsequent measurement of financial assets depends on:

> The business model within which the financial assets are managed; and

> The contractual cash flow characteristics of the asset (that is, whether the cash flows
represent solely payments of principal and interest).
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. 5. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
g) Financial Instruments
Classification and Measurement of Financial Instruments

Business model assessment:

The business model reflects how the Bank manages the financial assets in order to generate cash
flows and returns. The Bank makes an assessment of the objective of a business model in which
a financial asset is held at a portfolio level because this best reflects the way the business is
managed and information is provided to management. The factors considered in determining
the business model include (i) how the financial assets' performance is evaluated and reported
to management, (i) how the risks within the portfolio are assessed and managed and (jii) the
= frequency, volume, timing for past sales, sales expectations in future periods, and the reasons

for such sales. The Bank reclassifies debt instruments when, and only when, the business model

for managing those assets changes. Such changes are highly unlikely and therefore expected to
- be very infrequent.

Assessment of whether contractual cash flows are solely payments of principal and interest
(SPPI):

In making the assessment of whether the contractual cash flows have SPPI characteristics, the
Bank considers whether the cash flows are consistent with a basic lending arrangement. That is,
- the contractual cash flows recovered must represent solely the payment of principal and
interest. Principal is the fair value of the financial asset on initial recognition. Interest typically
includes only consideration for the time value of money and credit risk but may also include
e consideration for other basic lending risks and costs, such as liquidity risk and administrative
costs, together with a profit margin, Where the contractual terms include exposure to risk or
volatility that is inconsistent with a basic lending arrangement, the cash flows would not be
considered to be SPPI and the assets would be mandatorily measured at fair value through profit
or loss. In making the assessment, the Bank considers, inter alia, contingent events that would
change the amount and timing of cash flows, prepayment and extension terms, leverage
features, terms that limit the Bank's claim to cash flows from specified assets (e.g. non-recourse
- asset arrangements), and features that modify consideration of the time value of money (e.q.
tenor mismatch). Contractual cash flows are assessed against the SPPI test in the currency in

which the financial asset is denominated.

Debt Instruments

Debt instruments are those instruments that meet the definition of a financial liability from the
- issuer's perspective, such as loans, government securities and corporate bonds. The Bank
classifies its debt instruments as follows:

- - Amortised cost - Financial assets are classified within this measurement category if they are
held within a portfolio whose primary objective is the collection of contractual cash flows,
where the contractual cash flows on the instrument are SPPI, and that are not designated at
fair value through profit or loss. Financial asset are subsequently measured using the
effective interest rate method and are subject to impairment. Gains and losses are
accounted for in profit or loss when the asset is derecognised, modified or impaired.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

9) Financial Instruments (Continued)
Classification and Measurement of Financial Instruments (Continued)

Fair value through profit or loss - Financial assets that do not meet the criteria for amortised
cost or fair value through other comprehensive income are mandatorily measured at fair
value through profit or loss. Gains and losses on these instruments are recognised in Gains
and losses from banking and trading activities in profit or loss. The Bank may also irrevocably
designate financial assets that would otherwise meet the requirements to be measured at
amortised cost or at fair value through other comprehensive income, as at fair value through
profit or loss, if doing so would eliminate or significantly reduce an accounting mismatch
that would otherwise arise.

Financial Liabilities

Financial liabilities are initially recognized at fair value and subsequently measured at amortized
cost using the effective interest method. Financial liabilities are derecognized when
extinguished. Such financial liabilities include deposits from customers, other liabilities and
borrowings.

Expected Credit Losses on Financial Assets

The Bank uses a mixed approach to impairment where parameters are modelled at an individual
financial instrument level or on a portfolio basis when they are only evident at this higher level.
A collective approach will only be carried out when financial instruments share similar risk
characteristics, which could include factors such as instrument type, collateral type, industry,
and geography and credit risk ratings.

The Bank recognizes expected credit losses based on unbiased forward-looking information.
Expected credit losses are recognized on:

- Financial assets at amortised cost
- Loan commitments not measured at fair value

Impairment is recognized based on a three-stage approach:

Stage 1: Exposures where there has not been a significant increase in credit risk since
origination. For these exposures an expected credit loss is recognized based on the credit losses
expected to result from default events that are possible within 12 months of the reporting date.
Interest income is calculated based on the gross carrying value of these instruments.

Stage 2: Exposures for which the credit risk has Increased significantly since initial recognition.
For these exposures, lifetime expected credit losses should be recognized (i.e. credit losses from
default events that are possible over the life of the instrument). The Bank will assess whether a
significant increase in credit risk has occurred based on (i) qualitative drivers including being
marked as high risk or reflected on management’s watch list; and (ii) quantitative drivers such
as the change in the asset's cumulative weighted average lifetime probability of default (PD).
Any exposure that is more than 30 days past due will also be included in this stage. Interest
income is calculated based on the gross carrying value of these instruments.
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5. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
g) Financial Instruments (Continued)
Expected Credit Losses on Financial Assets (Continued)

Stage 3: Exposures which are credit impaired. For these exposures, expected credit losses are
based on lifetime losses. Assets are considered to be credit impaired when they meet the
regulatory definition of default which includes unlikeliness to pay indicators as well as any assets
that are more than 90 days past due. Interest income is calculated based on the carrying value
net of the loss allowance.

Expected loss calculation
The measurement of expected credit losses must reflect:

- an unbiased and probability-weighted amount that is determined by evaluating a range of
possible outcomes;

the time value of money (represented by the effective interest rate); 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 economic
conditions

interest rate. The expectation of cash flows take into account cash flows from the sale of
collateral held or other credit enhancements that are integral to the contractual terms.

Expected credit losses comprise the unbiased probability weighted credit losses determined by
evaluating a range of possible outcomes and considering future economic conditions. Expected
credit losses are calculated (for both 12 months and lifetime losses) as a function of the exposure
at default (EAD); PD and loss given default (LGD). These terms are interpreted as follows per the
requirements of IFRS 9:

- EAD s the estimated amount at risk in the event of a default (before any recoveries)
including behavioural expectation of limit usage by customers in the various stages of
credit risk.

- PD s the probability of default at a particular point in time, which may be calculated,
based on the defaults that are possible to occur within the next 12 months; or over the
remaining life; depending on the stage allocation of the exposure.

- LGD - is the loss that is expected to arise on default which represents the difference
between the contractual cash flows due and those that the Bank expects to receive. The
12-month and lifetime LGDs are determined based on the factors which impact the
recoveries made post default. These vary by product type.

Definition of default

IFRS 9 does not define default but requires the definition to be consistent with the definition used
for internal credit risk management purposes. However, IFRS 9 contains a rebuttable
presumption that default does not occur later than when a financial asset is 90 days past due.

Under IFRS 9, the Bank will consider a financial asset as ‘credit-impaired’ when one or more

events that have a detrimental impact on the estimated future cash flows of the financial asset
have occurred. Credit-impaired financial assets are referred to as Stage 3 assets.
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g) Financial Instruments (Continued)
Expected Credit Losses on Financial Assets (Continued)

Forward looking information

- In the expected credit losses models, the Bank relies on a broad range of forward-looking
information as economic inputs.

- The inputs and models used for calculating ECLs may not always capture all characteristics
of the market at the date of the financial statements. To reflect this, qualitative adjustments
or overlays are occasionally made as temporary adjustments when such differences are
significantly material.

Derecognition of financial assets and liabilities
Financial assets, or a portion thereof, are derecognised when the contractual rights to receive
the cash flows from the assets have expired, or when they have been transferred and either
()] the bank transfers substantially all the risks and rewards of ownership, or
(i) the bank neither transfers nor retains substantially all the risks and rewards of
ownership and the Bank has not retained control.

The bank enters into transactions where it retains the contractual rights to receive cash flows
from assets but assumes a contractual obligation to pay those cash flows to other entities and
transfers substantially all of the risks and rewards.

These transactions are accounted for as ‘pass through' transfers that result in derecaognition if
the bank:

(i) Has no obligation to make payments unless it collects equivalent amounts from the assets:
(i) Is prohibited from selling or pledging the assets; and
(iii)Has an obligation to remit any cash it collects from the assets without material delay.

Financial liabilities are derecognised when they have been redeemed or otherwise extinguished.
Write -off

Financial assets are written off either partially or in their entirety only when the Bank has stopped
pursuing the recovery. If the amount to be written off is greater than the accumulated loss
allowance, the difference is first treated as an addition to the allowance that is then applied
against the gross carrying amount. Any subsequent recoveries are credited to credit loss expense.
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.
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5. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

g) Cash and cash equivalents

Cash and cash equivalents include notes and coins on hand, deposits held at call with other banks
and highly liquid financial assets with original maturities of three months or less from the
acquisition date that are subject to an insignificant risk of changes in their fair value and are used
by the Bank in the management of its short-term commitments. Cash and cash equivalents are
carried at amortized cost in the statement of financial position,

h) Taxation

Current income tax
Current income tax assets and liabilities are measured at the amount expected to be recovered

from or paid to the taxation authorities. The tax rates and tax laws used to compute the amount
are those that are enacted or substantively enacted at the reporting date.

Current income tax relating to items recognised directly in equity is recognised in equity and not
in profit or loss. Management periodically evaluates positions taken in the tax returns with respect
to situations in which applicable tax regulations are subject to interpretation and establishes
provisions where appropriate.

Deferred tax
Deferred tax is provided using the liability method on temporary differences between the tax

bases of assets and liabilities and their carrying amounts for financial reporting purposes at the
reporting date.

Deferred tax liabilities are recognised for all taxable temporary differences, except when the
deferred tax liability arises from the initial recognition of goodwill or an asset or liability in a
transaction that is not a business combination and, at the time of the transaction, affects neither
the accounting profit nor taxable profit or loss.

Deferred tax assets are recognised for all deductible temporary differences, the carry forward of
unused tax credits and any unused tax losses. Deferred tax assets are recognised to the extent
that it is probable that taxable profit will be available against which the deductible temporary
differences, and the carry forward of unused tax credits and unused tax losses can be utilised,
except when the deferred tax asset relating to the deductible temporary difference arises from
the initial recognition of an asset or liability in a transaction that is not a business combination
and, at the time of the transaction, affects neither the accounting profit nor taxable profit or loss,

The measurement of deferred tax reflects the tax consequences that would follow the manner in
which the Bank expects, at the reporting date, to recover or settle the carrying amount of its
assets and liabilities. Deferred tax assets and liabilities are offset if there is a legally enforceable
right to offset current tax liabilities and assets.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the
extent 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. Unrecognised deferred tax assets are re-assessed at each
reporting date and are recognised to the extent that it has become probable that future taxable
profits will allow the deferred tax asset to be recovered.

Deferred tax arising from items that are recognised in other comprehensive income or equity,
either in current or prior periods, are also recognised in other comprehensive income or directly
in equity.

Refer to note 15 for the details of deferred tax recognized.
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(i) Regulatory and General provision reserve (Non-distributable reserve)

Under IFRS, an allowance for either 12-month or lifetime expected credit losses (ECLs),is
recognized depending on whether there has been a significant increase in credit risk since initial
recognition. However, Bank of Tanzania prudential guidelines require the Bank to set aside
amounts for impairment losses on loans to customers in addition to those losses that have been
recognized under IFRS. Any such amounts set aside represent appropriations of retained earnings

and not expenses in determining profit or loss. These amounts are dealt with in the non-
distributable reserve.

() Related parties

A related party is a person or entity that is related to the entity that is preparing its financial
statements (the ‘reporting entity’). In the normal course of business, a number of banking
relationships are entered into with related parties’ i.e. key management staff, Directors, their
associates and companies associated with Directors. Such relationships are guided by policies
approved by the Board to ensure the same is done at arm'’s length. Related party transactions and
balances are disclosed in note 33 to these financial statements.

(k) Leasing

Bank as a lessee

The Bank applies a single recognition and measurement approach for all leases, except for short-
term leases and leases of low-value assets. The Bank recognizes lease liabilities to make lease
payments and right-of-use assets representing the right to use the underlying assets.

Right-of-use assets

The Bank recognizes right-of-use assets at the commencement date of the lease (i.e., the date the
underlying asset is available for use). Right-of-use assets are measured at cost, less any
accumulated depreciation and impairment losses, and adjusted for any remeasurement of lease
liabilities. The cost of right-of-use assets includes the amount of lease liabilities recognized, initial
direct costs incurred, and lease payments made at or before the commencement date less any
lease incentives received. Right-of-use assets are depreciated on a straight-line basis over the
lease term. The right-of-use assets are subject to assessment of impairment in line with the Bank's
policy for Impairment of non-financial assets.

Lease liabilities

At the commencement date of the lease, the Bank recognizes lease liabilities measured at the
present value of lease payments to be made over the lease term. The lease payments include fixed
payments (less any lease incentives receivable), variable lease payments that depend on an index
or a rate, and amounts expected to be paid under residual value guarantees. The lease payments
also include the exercise price of a purchase option reasonably certain to be exercised by the Bank
and payments of penalties for terminating the lease, if the lease term reflects exercising the option
to terminate. Variable lease payments that do not depend on an index or a rate are recognized as
expenses in the period in which the event or condition that triggers the payment occurs.

In calculating the present value of lease payments, the Bank uses its incremental borrowing rate
at the lease commencement date because the interest rate implicit in the lease is not readily
determinable. After the commencement date, the amount of lease liabilities is increased to reflect
the accretion of interest and reduced for the lease payments made. In addition, the carrying
amount of lease liabilities is remeasured if there is a modification, a change in the lease term, a
change in the lease payments (e.g., changes to future payments resulting from a change in an
index or rate used to determine such lease payments) or a change in the assessment of an option
to purchase the underlying asset. The lease liability is presented on the other pavable in the
Statement of financial position.
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5. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
(k) Leasing (Continued)

The Bank applies the short-term lease recognition exemption to its short-term leases (i.e., those
leases that have a lease term of 12 months or less from the commencement date and do not
contain a purchase option). It also applies the lease of low-value assets recognition exemption to
leases that are considered to be low valye. Lease payments on short-term leases and leases of
low-value assets are recognised as expense on a straight-line basis over the |ease term,

() Impairment of non-financial assets

The Bank's non-financial assets mainly include property and equipment, right-of-use assets and
intangible assets. The Bank assesses whether there are any indicators of impairment for all non-
financial assets at each reporting date. Impairment exists when the carrying value of an asset or
cash generating unit exceeds its recoverable amount, which is the higher of its fair value less costs
of disposal and its value in use. The fair value less costs of disposal calculation is based on available
data from binding sales transactions, conducted at arm'’s length, for similar assets 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 activities that the Bank is not yet committed to or significant future investments that will
enhance the performance of the assets of the CGU being tested. The recoverable amount is
sensitive to the discount rate used for the DCF model as well as the expected future cash-inflows
and the growth rate used for extrapolation purposes.

Impairment losses of continuing operations are recognized in profit or loss in expense categories
consistent with the function of the impaired asset, except for properties previously revalued with
the revaluation taken to OCI. For such properties, the impairment is recognized in OCI up to the
amount of any previous revaluation.

A previously recognized impairment loss is reversed only if there has been a change in the
assumptions used to determine the asset's recoverable amount since the last impairment loss was
recognized. The reversal is limited so that the carrying amount of the asset does not exceed its
recoverable amount, nor exceed the carrying amount that would have been determined, had no
impairment loss been recognized for the asset in prior years. Such reversal is recognized in profit
or loss unless the asset is carried at a revalued amount, in which case, the reversal is treated asa
revaluation increase.
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6. FINANCIAL RISK MANAGEMENT
(@) Introduction and overview

The Bank's activities expose it to a variety of financial risks including credit risk, liquidity risk and
market risks. This note presents information about the Bank's objectives, policies and processes
for measuring and managing risk.

Risk management framework

The Bank's board of directors has overall responsibility for the establishment and oversight of the
Bank's risk management framework. The board of directors has established the Board Risk
Management Committee, which is responsible for developing and monitoring Bank risk
management policies.

The Bank's risk management policies are established to identify and analyse the risks faced by the
Bank, to set appropriate risk limits and controls, and to monitor risks and adherence to limits. The
risk management policies and systems are reviewed regularly to reflect changes in market
conditions and the Bank's activities. The Bank, through its training and management standards and
procedures, aims to develop a disciplined and constructive control environment in which all
employees understand their roles and obligations. The Bank's risk Audit Committee oversees how
management monitors compliance with the Bank's risk management policies and procedures and
reviews the adequacy of the risk management framework in relation to the risks faced by the Bank.
The Bank's risk Audit Committee is assisted in its oversight role by Internal Audit. Internal Audit
undertakes both regular and ad hoc reviews of risk management controls and procedures, the
results of which are reported to the Bank Audit Committee. The three main risks i.e. credit risks,
liquidity risks and market risks are explained in the following paragraphs.

b) Credit risk

Credit risk is the risk of financial loss to the Bank if a customer or counterparty to a financial
instrument fails to meet its contractual obligations. The Bank's credit risk arises principally from
loans to customers, trade receivables, deposit with banks and deposits with other banks. For risk

management reporting purposes, the Bank considers and consolidates all elements of credit risk
exposure. : ' ' .

Management of credit risk

As part of managing the credit risk, the customers' credit limit is assessed when approving the loan
after assessing the respective customer's ability to repay. This assessment involves review of the
customer’'s bank statements, financial statements and other relevant financial information
whereby the entire amount of the loan applied can be approved or the credit committee can
approve only part of the loan applied. Each branch is required to implement Bank's credit policies
and procedures, with credit approval authorities delegated from the Bank's credit committee.
Each branch manager reports on all credit related matters to management. Each branch is
responsible for the quality and performance of its credit portfolio and for monitoring and
controlling all credit risks in its portfolios. This includes review of the branch'’s daily portfolio quality
reports by the Branch Manager, assessment of recovery efforts made so far and determination of
further recovery efforts to be made as per the approved credit manual. Internal Audit undertakes
regular audits of branches and the entity s credit processes.
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VISIONFUND TANZANIA MICROFINANCE BANK LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

6. FINANCIAL RISK MANAGEMENT (Continued)
b) Credit risk (Continued)

Loans and advances

In measuring credit risk of loans and advances to customers and to banks at a counterparty level,
the Bank reflects three components:

i the ‘probability of default’ by the client or counterparty on its contractual obligations;
ii. current exposures to the counterparty and its likely future development, from which the Bank
derive the ‘exposure at default'; and
iii. the likely recovery ratio on the defaulted obligations (the ‘loss given default").

These credit risk measurements, which reflect expected loss (the ‘expected loss model"), are
embedded in the Bank's daily operational management. This is in line with impairment
requirements of IFRS 9, which requires the bank to estimate its losses using expected loss model
where a 12 months or lifetime horizon need to be put into consideration (Looking into the future).

(i) Probability default

The Bank assesses the probability of default of individual counterparties using internal rating tools
tailored to the various categories of counterparty. They have been developed internally and
combine statistical analysis with credit officer judgment. Clients of the Bank are segmented into
rating classes based on performance. The Bank's rating scale, which is shown below, reflects the
range of default probabilities defined for each rating class. This means that, in principle, exposures
migrate between classes as the assessment of their probability of default changes. The rating
tools are kept under review and upgraded as necessary. The Bank regularly validates the
performance of the rating and their predictive power with regard to default events.

(ii) Exposure at default

Exposure at default is based on the amounts the Bank expects to be owed at the time of default.
For example, for a loan this is the face value.

(iii) Loss Given Default (LGD)

Loss given default represent the Bank's expectation of the extent of the loss on a claim should a
default occur. The ninety percent (90%) of the Bank's loans are secured against cash collaterals
calculated as a percentage of disbursed amount. The percentage rate used depends on the
product taken by the customer. The Bank's LGD is therefore computed per loan considering the
cash collateral. The cash collateral is non-interest bearing. Since the collaterals are in cash, there
is no discounting of the cash flows and also there are no transaction costs in realizing them. For
loans not secured against cash collateral, the LGD is considered to be one hundred percent
(100%).
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VISIONFUND TANZANIA MICROFINANCE BANK LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

6. FINANCIAL RISK MANAGEMENT (Continued)
b) Credit risk (Continued)
Impairment and provisioning policies

The Bank has its internal credit rating tools tailored in accordance with the Bank of Tanzania (BOT)
guidelines. Customers of the Bank are segmented into five rating classes. The Bank's rating scale
reflects the range of default probabilities defined for each rating class.

The impairment provision shown in the statement of financial position at period-end is derived
from each of the internal rating grades. However, the majority of the impairment provision comes
from the bottom two grades. Details showing the percentage of the Bank's on-balance sheet items
relating to loans and advances and the associated impairment provision for each of the Bank's
internal rating categories are shown below.

The Bank's policy requires the review of individual financial assets that are above materiality
thresholds at least annually or more reqularly when individual circumstances require. Impairment
provisions on individually assessed accounts are determined by an evaluation of expected credit
losses at reporting date on a case-by-case basis and are applied to all individually significant
accounts. The assessment normally encompasses collateral held (including re-confirmation of its
enforceability) and the anticipated receipts for that individual account. Majority of the loans issued
by the Bank, around ninety nine percent (99%) are secured with cash collateral equivalent to 10%
of the loan amount. Since the collateral is in cash, there are no transaction costs in realizing this
collateral. The cash collateral values fluctuate from period to period since the Bank offsets the
same with overdue amounts for loans above 180 days past due hence cash collateral expected to
be realized may be less than the original amount of 10% of the loan. The cash collateral is non-
interest bearing. In arriving at the cash collateral to be realized, the Bank has used the actual
outstanding amount of cash collateral per loan

Number of days past

Bank's rating Staging Description of the grade due
1 Stage 1 Current * Oto5days
2 Stage 1 Especially Mentioned 6 to 30 days
3 Stage 2 Substandard 31 to 60 days
4 Stage 2 Doubtful 61 to 90 days
(= Stage 3 Loss More than 90 days.

The total impairment provision for loans and advances represents both individually impaired loans
and loans assessed on a portfolio basis.

Gross carrying amount of loans to customers and the corresponding ECL allowances are summarized
as follows:
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VISIONFUND TANZANIA MICROFINANCE BANK LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

6. FINANCIAL RISK MANAGEMENT (CONTINUED)

b)  Credit risk (Continued)

Loans and advances to customers*

Stage 1 Stage 2 Stage 3 Totel T
2022 2021
TZS'000 TZS'000 TZ5'000 TZS'000 TZS'000
Internal rating grade
Current 27,470,461 . - 27,470,461 18,692,886
Especially mentioned 305,408 - 305,408 590,025
Substandard - 75,269 5 75,269 127,335
Doubtful - 53,166 - 53,166 68,239
Loss - = 184,653 1BAESd 303,604
Gross Carrying amount 27,775,869 128,434 184,653 28,088,956 19,782,089
ECL allowance (670,690) (4,475) (184,878) (860,043) (899,736)
’;ﬂj;f}'{‘rf;’s‘d Bovanee 27,105,179 123,960 (226) 27,228,913 18,882,353
Total Total
Stage 1 Stage 2 Stage 3 2021 2020
TZS'000 TZ5'000 TZ5'000 TZS'000 TZ5'000
Internal rating grade
Current 18,692,886 = * 18,692,886 15,306,327
Especially mentioned 590,025 - . 590,025 305,373
Sub-standard 2 127,335 ¥ 127,335 99,246
Doubtful = 68,239 o 68,239 112,900
Loss 303,603 303,603 1,392,806
Gross Carrying amount 19.282,312 195,574 303,603 191782,089 1?.216._552
ECL allowance -592,880 5,593 301,262 899,736 = 1,735,463
Net Loans and
advances to 18,690,032 189,981 2,341 18,882,353 15,481,189
customers
CASH AND CASH EQUIVALENTS 2022 2021
Stage 1 Total Stage 1
Internal rating grade
Current 2,869,217 2,869,217 10,754,458
Gross Carrying amount 2,869,217 2,869,217 10,754,458
ECL allowance (20,715) (20,715) (105,509}
Net Cash and Cash equivalents 2,848,502 2,848,502 10,648,949
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VISIONFUND TANZANIA MICROFINANCE BANK LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

6. FINANCIAL RISK MANAGEMENT (Continued)

(b) Credit risk (Continued)

Write-off policy

The Bank writes off a loan balance in arrears equal to or greater than 180 days (and any related
allowances for impairment losses) once the following actions have taken place: Bank credit
committee determines that the loans are uncollectible: internal audit does an independent review

of these loans; and a final write-off proposal is compiled and submitted to the Board of Directors
for approval.

Collateral held

The Bank holds collateral against loan and advances to customers in form of deposits called
“special deposits” against each loan and advance paid by the customer at the time of
disbursement. The deposit is calculated as a percentage of disbursed amount. In the event the
customer fails to repay, the loan balance will be written off net of the compulsory security savings.
The percentage rate used depends on the product taken by the customer. Table below shows each
product and its rate of compulsory security savings for the year 2022.

Loan product Rate

Biashara loan 10%
Jiendeleze loan 10%
Kitita cha SEDA 10%
Premium loan 5%
Mkombozi 10%
Partnership Loan Product 0%
Elimu 0%
SME 0%
Savings Group 0%
Jitume 10%
Jikomboe ' ' ©10%

Refer to note 23 for the details of the compulsory deposits as at the end of the year.

46



Ly

L08'00€ 196'8ST 69€'SZH'9T 256'968'¢ 9 £19'sE £v5'LS8'Z 680'28."61 £09'€0E 7LS'G6T 216'282'6T
6L'2
2LE'ET 0ET'T TLE'BE 0ST'T 0s - 00T'T €20y : 22r'ET DET'T Tib'8Z }onpoud ueoT ileysiezn
- - 918'091T - - - - 918'09T1 - - 918'091 12Npo.d UeoT dnoug sbuimes
i - 18E°2€ SZ0'T - - SZ0'T 90F'EE - - 0PEE onpoid ueoT diysiauiied
-, - S6G'0T2 SrT'12 - - SKI'TE OrL'TEZ - - OrL'TEZ JoNpo.d ueo  awnyr
966 166'T 99¢£'892 018'PE - 00L OTT'PE £9L'60€ 966'F 162'2 9Lp'Z0E janpoud ueoT soquoyir
BST'E 2€5's 990'vzR'T 9/5'16T or TL'T v28'681 9E£€'820'2 86T'E BrZ'TT D68'ET0'Z 13npo.d ueoT [zoqWoN
SE9 0S¢ 159°L 960'E - 091 9g6'e LEQ'TT 5€9 ot¥ 265'0T janpold u2o eysiw)|g
026'T5 9L¥'8E §S0'L69°E £59'92L 06g 06l's £L0'LTL VST'PIS'Y 09€'28 999'L1 BZT'PIP'y jonpoud uec azs|spusi;
vLZ'ES wSE'or BIZ'692'S 915'LEQ'T g oFI'21 GZE'RZ0'T Z9E'91¢'9 61E'19 005'8s EPS'E62'9 Jonpo.d ueo eseyserg
¥0'T
E0P'E9T £€29'19 S¥8'926'y 086'6.8 T soL'er #00'998 ISR'TE0'9 7.9'P91 82€'vL 6v8'26.'S Janpa.id Ueo [enpiaipu|
L2'1
abeys abe be. £2 ; 000,521
£ Z 15 1 abeys 1ejol beis z abejg 1 abejs 18301 ¢ abejg Z abejs T abejs Ul T20Z 19qWa33Q Te
ainsodxa jaN jelajejjo] JUNOWE BUJAIIES 55019 1onpoid
£26'€81 #9912l 60L/2E'SZ 099'G5¢'2 - #90'6 965'9%F'2 956'880'82 £59'78T PEP'SZT 698'SLL'LZ
2 - - . - - - - - - - 13npold ueo Keys)iezn
r - T61°LLS - - - - T6T'LLS - - T61'245 12Npoid ueoT dnoug sBujaes
- L08 BEP'LTT 599 - - S99 TT16'8TT . 108 rOT'8TT 12npo.d ueoT diysiaued
z ogeg'z BL8'YYE L8E'vE - (o134 LEG'EZ Lvw'TL2 - TE9'Z S18'g9z JoNpoid ueoT swnyir
I - 9£5°L08 SFE'08 - - SrE'oe 8.6'L88 - - 8L6°288 12Npa.d ueoT soquioyr
4195 8fs'g 6£6'VLS'T 921'8ET - 091 996'LET GeT'L2L'T LT19'5 B69'8 TLB'2TL'T 12Npoid UeaT IZOgLICHIN
R i : geL'er T12'€ - - T12'¢ EP6'ST - - Ep6'ST Jonpo.d ueo eysiwiig
ELE'TY 9¢E'sZ 990'6.8'% rOp'618 . 5182 0£s'918 621r'89.'S £L0'er SSL'0E 109'569'S 19NpO.d U0 azajapuair
L2y'ae 210'LE SYE'BSL'S 019'8.6 - LBE'E £29'7.6 ZBE'B6L'Y BIp'92 6¥8'0F STT'TEL'D 19Npoid UeaT eleyselg
206'60T TvL'ER £85°SGETT 11607 . 265'T 61€'60p e r69'st 1528921 PR
€ abess z abess T 96835 €30, gabels  zobeys  edes le30. £ abeis z 9835 I 8be3s L LU
ainsodxa jap [ETEER) junouse Buikiied ssoig 1onpaid

ISBOURADE PUB SUBO| JOJ |RJD}E||0D S, juegd ] SaZIIBWWNS MO[aq 3jge) ayL
(panuijual) ysu 3paid (Q)
(Penuiluo)d) LNFWIOVYNYIN MSIY TVIDNYNI4A 9

¢€20¢ 4393230 TE A3AN3 ¥V3A 3HL 04
(G3NNILNOD) SINIWILYLS TVIONVYNI4 3HL OL SFLON

Q3LINITMNYE FONVNIJ0HDIN VINVZNV.L ANNANOISIA



VISIONFUND TANZANIA MICROFINANCE BANK LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

6. FINANCIAL RISK MANAGEMENT (Continued)

(b) Credit risk (Continued)

Geographical analysis

At 31 December 2022

Financial assets

Cash and cash equivalents
- Loans to customers

Deposits with banks**

At 31 December 2021
Financial assets

Cash and cash equivalents
Loans to customers

Tanzania

TZS'000

2,848,502
27,228,913
2,678,400

32,755,815

Tanzania

TZS'000

10,648,949
18,882,353

29,531,302

**These are Fixed deposits in Commercial Banks that are regulated by the Bank of Tanzania.
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VISIONFUND TANZANIA MICROFINANCE BANK LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

6. FINANCIAL RISK MANAGEMENT (Continued)
c) Liquidity risk

Liquidity risk is the risk that the Bank will encounter difficulty in meeting obligations from its
financial liabilities.

Management of liquidity risk

The Bank's approach to managing liquidity is to ensure, as far as possible, that it will always have
sufficient liquidity to meet its liabilities when due, under both normal and stressed conditions,
without incurring unacceptable losses or risking damage to the entity's reputation. Finance
receives information from the business regarding the liquidity profile of their financial assets and
liabilities and details of other projected cash flows arising from projected future business. Finance
then maintains a portfolio of short-term liquid assets to ensure that sufficient liquidity is
maintained within the entity as a whole.

Exposure to liquidity risk

The key measure used by the entity for managing liquidity risk is the ratio of cash to total customer
deposits. The table below shows the position as at 31 December 2022 and the ratio:

2022 2021

TZS ‘000 TZS ‘000

Cash and bank balances 2,869,217 10,648,949
Investment in term deposits (maturing within 90 days) 2,700,000 -
5,569,217 10,648,949

Total customer deposits 5,387,829 5,409,129
Cash to customer deposits ratio 103% 197%
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VISIONFUND TANZANIA MICROFINANCE BANK LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2022

6.

FINANCIAL RISK MANAGEMENT (CONTINUED)

(c) Liquidity risk (Continued)

The table below summarizes the maturity profile of the Bank's financial assets and the

undiscounted cash flows of its financial liabilities as at 31 December t

date.

0 the contractual maturity

Upto3 Uptos Upto 12
months months months 1-5 years Total
31 December 2022 TZS'000 TZS'000 TZS'000 TZS'000 TZS'000
Financial assets
Cash and cash
equivalents 2869211 i ) 2,869,217
Loans to customers 4,523,290 11,272,655 12,188,112 104,899 28,088,956
Deposits with banks 2,700,000 + : i 2,700,000
Total financial assets 10,092,507 11,272,655 12,188,112 104,899 33,658,173
Financial Liabilities
Deposits from customers 2,215,433 v = . 2,215,433
Long term Borrowings : = 4,617,500 - 4,617,500
OtherFinancial liabilities = = 4,355,906 = 4,355,906
Lease liabilities - 7 103,200 793,147 896,347
Special deposits 1,738,161 901,888 590,043 14,922 3,245,014
Total financial liabilities 3,953,594 901,888 9.666,649 808,069 15,330,201
Liquidity gap 6,138,913 10,370,767 2,521,464 (703,170) 18,327,972
Upto3 Uptoe Upto 12
months months months 1-5 years Total
31 December 2021 TZ5'000 TZ5'000 T2Z25'000 TZ5'000 TZS'000
Financial assets
Cash and cash 10,754,458 < - # 10,754,458
equivalents
Loans to customers 4,331,712 8,936,067 6,381,315 132,994 19,782,089
Total financial assets 15,086,170 8,936,067 6,381,315 132,994 30,536,547
Financial Liabilities
Deposits from 1,486,154 = - 2 1,486,154
customers
Other financial liabilities - - 2,122,295 - 2,122,295
Lease Liabilities - - 109,346 840,381 949,727
Special deposits 2,171,469 1,113,061 710,650 16,704 4,011,884
Total financial 3,657,623 1,113,061 2,942,291 857,086 8,570,060
liabilities
Liquidity gap 11,428,547 7,823,006 3,439,025 (724,091) 21,966,486
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VISIONFUND TANZANIA MICROFINANCE BANK LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 31 DECEMBER 2022

6. FINANCIAL RISK MANAGEMENT (Continued)
(c) Liquidity risk (Continued)

Maturity analysis of lease liabilities is summarized below:

Upto3 Uptoé Upto 12
months months months 1-5 years Total
31 December 2021 TZS'000 TZS'000 TZ25'000 TZ5'000 TZS'000
Lease liabilities 72,964 24,407 92,042 1,570,539 1,759,951
72,964 24,407 92,042 1,570,539 1,759,951
31 December 2022 77,809 26,702 84,429 1,409,909 1,598,849
Lease liabilities
77,809 26,702 84,429 1,409,909 1,598,849

(d) Market risks

Market risk is the risk that changes in market prices, such as interest rate, equity prices, foreign
exchange rates and credit spreads (not relating to changes in the obligor's / issuer's credit standing)
will affect the entity's income or the value of its holdings of financial instruments. The objective of
market risk management is to manage and control market risk exposures within acceptable
parameters, while optimizing the return on risk. The Bank is subject to minimal market risks due to its
lack of reliance on external debt funding. The entity also does not hold equity instruments as
investments. Foreign exchange risk to the entity is limited to holding a long open position, since the
entity receives most of its funding in hard currency. The entity does not engage in foreign exchange
operations as part of its business.

(i) Interest rate risk

The Bank's cash flow interest rate risk is the risk that the future cash flows of a financial instrument
will fluctuate because of changes in the market interest rates and the fair value interest rate risk is the
risk that the value of the financial instrument will fluctuate because of changes in market interest

rates. The entity takes on exposure to the effects of fluctuations in the prevailing levels of market
interest rates on both the value and cash flow risks.

The Bank is exposed to various risks associated with the effects of fluctuations in the prevailing levels
of market interest rates on its financial position and cash flows. The table below summarizes the
exposure to interest rate risks. Included in the table are the Bank's assets and liabilities at carrying
amounts, categorized by the earlier of contractual repricing or maturity dates.
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VISIONFUND TANZANIA MICROFINANCE BANK LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

2022 2021
TZS '000 TZS ‘000
8 EFFECTIVE INTEREST INCOME
Interest income from loans to customers 10,855,477 9,616,790
Interest income from term deposits 41,909 154,995
Application fees that are integral part of EIR 1,646,138 1,341,001
12,543,524 11,112,786
9 EFFECTIVE INTEREST EXPENSE
Interest on deposits from customers 56,957 13,787
Interest expense on lease liabilities 115,161 116,159
172,118 129,946
10 OTHER INCOME
Amortisation of deferred grant income 241,012 86,423
Translation Differences 75,127 3,383
Penalty income 214,285 260,329
Sundry income 650,675 667,187
Other fees 89,303 40,824
1,270,402 1,058,146
11 GAIN/(LOSS) ON DISPOSAL
Gain/(loss) on disposal of assets 1,143 (1,244)
1,143 (1.244)
12 PERSONNEL EXPENSES
Salaries and wages 6,352,112 4,903,811
Benefits 750,409 474,985
7,102,521 5,378,796
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VISIONFUND TANZANIA MICROFINANCE BANK LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2022

13

14

15

2022 2021
TZS ‘000 TZS ‘000
OPERATING EXPENSES
Audit fee 136,756 148,159
Management fee 347,855 *
Insurance expenses 233,107 138,522
Duties and other taxes 2,215,697 9,124
Government levies and license 192,644 196,230
Vehicle expenses 190,378 183,979
Field expenses 470,806 332,834
Travel expenses 361,485 304,899
Postage and communication expenses 870,470 524,805
Office rent and utilities 389,385 501,840
Office supplies 723,216 507,224
Other expenses 2,399,801 2,351,902
8,531,600 5,199,518
Operating expenses include expenses relating short-term leases of TZS 342 million (2021: TZS
291 million) and leases of low-value assets is Nil (2021: TZS 28 million).
EXPECTED CREDIT LOSSES/IMPAIRMENT LOSSES
Cash and cash equivalents (84,796) 51,638
Investment in term deposits with banks 21,600 (77,719)
Loans to customers 655,858 806,999
Statement of comprehensive income charge 592,662 780,918
TAXATION
Current tax charge
Deferred tax charge 57,217. 202,532
2,217 202,532

A reconciliation between the tax expense and the accounting profit and multiplied by the

domestic tax rate for the years ended 31 December 2022 and 2021 is as follows:

(Loss)/profit before tax

Tax applicable rate of 30% (2021: 30%)
Non-deductible expenses*

Non-taxable income

Total Income tax charge

Non-Deductible expenses

General and administration expenses
Loss on disposal

Non-deductible income
Amortisation of deferred grant

58

(3,314,7886) 58,774
(994,436) 17,632
1,009,522 219,157

(72,303) (34,.257)
(57,217) 202,532
1,008,380 218,784
1,142 373
1,009,522 219,157
72,303 34,257
72,303 34,257




VISIONFUND TANZANIA MICROFINANCE BANK LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

15 TAXATIONS (CONTINUED)

Deferred tax

Deferred income tax is calculated in full on all temporary differences, under the liability method
using a principal tax rate of 30%. The movement on the deferred tax account is as follows:

2022 2021
TZS ‘000 TZS '000
At 01 January (49,202) 152,630
Deferred tax charge (57,217) (202,532)
Deferred tax (liability)/asset (107,119) (49,902)
Details of the deferred income tax asset are as follows:
Capital allowances (107,119) (49,902)
Provision for impairment ECL allowances 284,461 301573
Tax Losses 378,656 93,701
Deferred tax (liability)/asset at end of year 555,998 345,372
Tax receivable/(payable)
At 01 January 161,091 (48,909)
Charge for the year - current = -
Prior year tax under provision 2,948 =
Payments made during the year 210,000 210,000
374,039 161,091

There was an unrecognized deferred tax asset of TZS 663 million (2021: 395 million arise from
provisions and unused tax losses which management did not recognize during the year. The
recognition of a deferred tax asset relies on an assessment of the probability and sufficiency of
future taxable profits, future reversals of existing taxable temporary differences and ongoing tax
planning and strategies. The judgments take into consideration the effect of both positive and
negative evidence, including historical financial performance, projections of future taxable income,

and future reversals of existing taxable temporary differences.
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VISIONFUND TANZANIA MICROFINANCE BANK LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 31 DECEMBER 2022

16. PROPERTY, EQUIPMENT AND RIGHT-OF-USE ASSETS (Continued)

The Bank's Furniture, fittings and equipment, Motor vehicles and motorcycles and Computers
were revalued with effect from 1 January 2020 by an independent valuer PROPERTYWISE (T)
LIMITED to determine the fair value of the respective assets. The valuation, which conforms to
International Valuation Standards, was determined by reference to market transactions on arm’s
length terms. None of the property and equipment is pledged as security for liabilities. The
revaluation reserve is not available for distribution to the shareholders.

Right-of-use assets relate to lease arrangements that the entity has for its offices.

Set out below are the carrying amounts of lease liabilities incl
the movements during the period:

As at 1 January
Additions

Lease re-assessment
Accretion of interest
Payments:

- Principal potion

- Interest portion

uded under other liabilities and

As at 31 December

2022 2021

TZS TZS
TZS'000 TZS'000
825,850 857,734
33,996 14,528

= 14,638

115,161 116,159
(166,239) (61,866)
(29,336) (115,343)
779,432 825,850

The Bank's lease arrangements relate to leased space for the bank's offices and the lease

payments are fixed over the lease terms.

From the assessment of the lease arrangements as at the reporting date, management was not
aware of future cash outflows to which the Bank is potentially exposed that are not reflected in

the measurement of lease liabilities,
The assessment has considered:

Aspect considered

Exposures from any variable lease payments
Extension options and termination options

Residual value guarantees

Any leases not yet commenced to which the Bank is
committed

Any sale and leaseback transactions

Leases are presented as follows in profit or loss:

61

Comments

None, the payments are fixed
these  were  considered
determining the lease term
None

None

None



VISIONFUND TANZANIA MICROFINANCE BANK LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

FOR THE YEAR ENDED 31 DECEMBER 2022

16. PROPERTY, EQUIPMENT AND RIGHT-OF-USE ASSETS (Continued)

Leases - amounts recognised in the income statement

Lease expenses (Note 13, included in office rent

and utilities)

Expenses from short-term leases
Expenses from low-value asset leases
Total

Depreciation and impairment losses
Depreciation of right-of-use assets
Impairment loss on right-of-use assets

Net finance costs

Interest expenses on lease liabilities
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2022
TZS'000

342,464

342,464

110,849

115,161

2021
TZ5'000

291,406

291,406

101,999

116,159
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VISIONFUND TANZANIA MICROFINANCE BANK LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 31 DECEMBER 2022

18

19

CASH AND CASH EQUIVALENTS
Cash in hand and bank balances
Cash in hand

Cash in bank

Less - Expected credit losses

Opening IFRS 9 impairment
Charge during the year

Cash and cash equivalents
Cash in hand and bank balances

Investment in market security maturity in less than 90 days
- note 20

LOANS TO CUSTOMERS

Gross Loans to customers

Interest accrued on loans and advances
Penalty accrued on loans

Gross loans and accrued interest

Expected credit losses

Deferred application fees

2022 2021

TZS '000 TZS '000
155,496 83,661
2,713,721 10,670,797
2,869,217 10,754,458
(20,715) (105,509)
2,848,502 10,648,949
105,510 53,871
(84,795) 51,638
20,715 105,509
2,869,217 10,754,458
2,700,000 )
5569217 10,754,457
28,142,226 19,681,453
647,137 613,343
(12,078) (13,350)
28,777,285 20,281,446
(860,043) (899,736)
27,917,242 19,381,710
(688,329) (499,357)
27,228,913 18,882,353

The movement in provision for impairment on Loans to customers during the year is as follows

At 01 January

Loans written off during the year
Charge during the year - IFRS 9
At 31 December

Expected losses

Stage 3

Stage 2

Stage 1

Allowances for impairment

64

899,736 1,735,463
(695,551) (1,642,72)
655,858 806,999
860,043 899,736
432,177 270,211
4,077 5,017
219,604 531,771
655,858 806,990




VISIONFUND TANZANIA MICROFINANCE BANK LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

2022 2021
TZS'000 TZS'000
20 INVESTMENT IN TERM DEPOSITS WITH BANKS
Term deposits (maturing within 90 days) 2,700,000 6,179,588
Less - Expected credit losses (21,600)
Less withdrawal e (6,179,588)
2,678,400 2t
Opening IFRS 9 impairment : T 720
Utilised/release during the year 21,600 (77,720)
21,600 =
21 TRADE AND OTHER RECEIVABLES
Sundry Debtors 164,498 51,164
Prepayments 201,407 508,776
1,065,905 559,940
22 DEPOSITS FROM CUSTOMERS
Customers deposits 2,215,433 1,486,154
23 SPECIAL DEPOSIT
At 1 January 3,922,975 3,329,472
Net Savings collected during the year/Collections during the 593 503
year (750,579) '
At 31 December 3,172,396 3,922,975

These are deposits for loans, these deposits are calculated as 10% of the amount taken as a loan.

24 DEFERRED GRANT

The movement in deferred grant during the year is as follows

At 1 January 1,951,502 1,988,992
Grants received during the year 136,065 48,934
Amortisation of grants during the year (241,012) (86,423)
Balance at 31 December 1,846,555 1,951,502

The purposes of the grant is to facilitate transformation of Vision Fund Trust into a regulated
microfinance deposit taking institution. The grant covers transformation exercise in various aspects
including system upgrade, purchase of items of property and equipment and technical assistance among
others. The conditions of the grant are subject to the achievement of performance targets relating to
the number of outstanding loans, number of clients, average, outstanding women loans balance at year-
end among other conditions

2022 2021
TZS'000 TZS'000
25 OTHER LIABILITIES
Accrued expenses:
Other accrued expenses® 4,275,081 1,925,309

25

Area Development revolving fund** 80,825 196,986
Lease liabilities 779,432 825,850
5,135,338 2,948,145

. Other Liabilities (Continued)

65



VISIONFUND TANZANIA MICROFINANCE BANK LIMITED

-~ NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

N *Accrued expenses relate to: Accruals for internet (invoices not received yet for December 2022),
accrual for leave not taken (significant amount), telephone expenses, audit expenses, city service
levy etc. The amounts are not individually significant except for the leave accrual of 72 million

(2021: TZS 72 million) disclosed above.

** Revolving Fund is designed to pay off a client's outstanding loan (principal and accrued interest)
in the event of the demise of the client or total incapacitation of the client due to, for example,
illness or fire (that the client cannot go back to work in his or her business because of
incapacitation). The amounts are paid by the customers as loan prerequisites prior to loan

disbursements usually at the rate of 1% of the loan amount.,

26. REGULATORY CAPITAL

The Bank's objectives when managing capital, which is a broader concept than the *equity’ on the

— face of the statement of financial position, are:
e to comply with the capital requirement set by the regulator;

¢ to safeguard the Bank's ability to continue as a going concern so that it can continue to
provide returns for shareholders and benefits for other stakeholders; and
e to maintain a strong capital base to support the development of its business.

The Bank's capital is computed in accordance with section 16 and 17 of the Banking and Financial

Institutions Act, 2006 and Microfinance Regulations, 2016 as issued by the Bank of Tanzania as

follows:
2022 2021
— TZS'000 TZS'000
Tier 1 Capital

Share capital (see below) 21,200,000 21,200,000
— Capital Grants 1,653,964 1,805,624

General Reserves(Advance towards share capital) 390,660 11,596

Retained earnings 971,312 1,115,070
N . _ . 24,215,936 24,132,290

Less:

Prepaid expenses (756,687) (452,233)

Year to date losses (3.372,003) (143,758)
i Deferred tax assets - -

Leasehold rights (686,917) (763,770)

Core capital (tier 1) 19,400,329 22,772,529

Supplementary capital (Tier 2) : - -

Total capital (Tier 1+Tier 2) 19,400,329 22,772,529
—. Risk weighted assets

Credit risk - On balance sheet 34,368,982 23,649,923

Operational risk 3,995,836 4,979,842
- Total Risk-weighted assets 38,364,818 28,629,765

Bank ratios

Tier 1 ( minimum -10%) 51% 79%
e Tier 1 + Tier 2 ( Minimum -12%) 51% 79%
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26. REGULATORY CAPITAL (Continued)
Authorized share capital

The total authorized share capital of the Bank is 100,000 ordinary shares of TZS 1,000,000
each.

Paid up share capital
At year end, the Bank had issued and fully paid up ordinary share capital of 21,200 shares of TZS
1,000,000 each, totaling TZS 21,200 million (2021: TZS 21,200 million).

27. PROPERTY AND EQUIPMENT REVALUATION RESERVE

The property revaluation reserve arises on the revaluation of Furniture, fittings and equipment,
Motor vehicles and motorcycles and Computers.

The reserve is not available for distribution to the shareholders.

Where revalued property and equipment items are sold, the portion of the property revaluation
reserve that relates to that asset, and is effectively realized, is transferred to retained earnings.

The reported fair values for property and equipment are based on valuations performed by
PROPERTYWISE (T) Limited, an accredited independent valuer who has valuation experience for
similar items in Tanzania since 2005,

Below is the summary of the methodology employed in revaluation of the items of property and

equipment:
S/N Category Method of valuation
1 Office Furniture Replacement cost / cost approach
2 Office Equipment Replacement cost / cost approach
3 IT equipment Replacement cost / cost approach
4 Other equipment Replacement cost / cost approach
5 Motor vehicles & - Replacement cost / cost approach
Motorcycles
2022 2021
TZS'000 TZ5'000
Movement in property and equipment revaluation
reserve
Balance at beginning of year 247,572 247,572
Balance at end of year 247,572 247,572
28. LONG-TERM BORROWINGS
2022 2021
Other Borrowings TZS '000 TZS ‘000
At 1 January g -
Additions in the year* 4,617,500 .
At 31 December 4,617,500 -

“The borrowing amount relates to the funds received from Vision fund International to support
poor entrepreneurs in Tanzania. The Loan was received on December 2022, for which the
Interest is capped at 16% per annum. The Interest repayment is to be made on June 2023 and
December 2023.The Principal repayment will be made on December 2023.
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29. FAIR VALUE OF FINANCIAL ASSETS AND LIABILITIES

The carrying amounts of the financial assets and liabilities disclosed in note 7 is @ reasonable
approximation of their fair values.

30. MATURITY ANALYSIS OF ASSETS AND LIABILITIES

The table below shows an analysis of assets and liabilities analyzed according to when they are
expected to be recovered or settled. Trading assets and liabilities including derivatives have been
classified to mature and/or be repaid within 12 months, regardless of the actual contractual
maturities of the products. With regard to loans and advances to customers, the Bank uses the

same basis of expected repayment behavior that was used for estimating the EIR.

Within 12 months After 12 months Total
As at 31 December 2022 TZS'000 TZS'000 TZS'000
Cash and cash equivalents 2,869,217 . 2,869,217
Loans to customers 27,984,057 104,899 28,088,956
Deposits with banks 2,678,400 - 2,678,400
Trade and other receivables 1,065,905 - 1,065,905
:;:Etesrty. equipment and right-of-use _ 2,226,864 2,226,864
Intangible assets s 109,259 109,259
Current tax receivables 374,039 = 374
Total assets 34,971,618 2,441,022 37,038,975
Liabilities
Deposits from customers 2,215,433 u 2,215,433
Special deposits 3,162,131 10,265 3,172,396

1,605,543 1,846,555

Deferred grants income 241,012
Other liabilities 5,135,338 = 5,135,338
Deferred tax liabilities z 107,318 107,318
Total liabilities 10,512,903 1,723,126 12,477,040
Net 24,458,716 717,896 24,561,935
As at 31 December 2021 TZ5'000 TZ5'000 TZ5'000
Cash and cash equivalents 10,754,458 & 10,754,458
Loans to customers 19,649,094 132,994 19,782,089
Deposits with banks # = -
Trade and other receivables 559,940 a 559,940
aP;:é:-tzrty, equipment and right-of-use } 2,254,903 2,254,903
Intangible assets - 281,922 281,922
Current tax receivables 161,091 = 161,091
Total assets. 31,124,583 2,669,816 33,794,403
Liabilities
Deposits from customers 1,486,154 % 1,486,154
Special deposits 3,910,282 12,693 3,922,975
Deferred grants income 241,012 1,710,490 1,951,502
Other liabilities 1,211,463 1,736,682 2,948,145
Deferred tax liabilities & 49,902 49,902
Total liabilities 6,607,899 3,509,767 10,358,678
Net 24,516,684 (839,948) 22,875,785
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31. CHANGES IN LIABILITY ARISING FROM FINANCING ACTIVITIES

32.

2022 2021
TZS ‘000 TZS '000
Loan Additions
Opening Balance 2 g
Additions in the year 4,617,500 5
Closing Balance 4,617,500 -
Advance Towards Share Capital
Opening Balance 11,596 11,596
Additions in the year 379,064 -
Closing Balance 390,660 11,596
Deferred Grant received
Opening balance 1,951,502 1,988,992
Cashflow movement
Grant received 136,064 48,934
Non cash movement
Amortisation of grant (241,012) (86,423)
1,846,555 1,951,502
Payment of principal portion of lease liabilities
Opening balance 825,850 857,734
Cashflow movement
Payments principal portion (166,239) (61,866)
Payment of interest portion (29,336) (115,343) -
Non cash movement
Additions 33,996 14,528
Lease re-assessment 14,638
Accretion of interest 115,161 116,159
779,432 825,850

COMMITMENTS AND CONTINGENT LIABILITIES

Commitments

The Bank did not have any significant commitments as at 31 December 2022 (2021:NibD.

Contingent liabilities

As at 31 December 2022 (2021: Nil), the Directors are not aware of any litigations against the

Bank.
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33. RELATED PARTIES

The following are the entity's related party relationships.

Related party Nature of the relationship

VisionFund International 66% shareholding

World Vision Deutschland 17% shareholding

World Vision Nederland 17% shareholding

Key Management Personnel Provision of managerial services to the Bank

Transactions with the related parties are indicated below:
A. Key management personnel

Key management compensation

Salaries and wages 684,149 684,149
Defined contributions 68,415 68,415
752,564 752,564

B. Long term Borrowings

Loan From Vision Fund International

2022 2021
Other Borrowings TZS '000 TZS ‘000
At 1 January - =
Additions in the year* 4,617,500 =
At 31 December 4,617,500 =

The borrowing amount relates to the funds received from Vision fund International to support
poor entrepreneurs in Tanzania. The Loan was received on December 2022, for which the Interest
is capped at 16% per annum. The Interest repayment is to be made on June 2023 and December
2023.The Principal repayment will be made on December 2023.

34. SUBSEQUENT EVENTS

There were no events after the reporting period which require adjustment to or disclosure in the
financial statements.
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