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IDts CAPITAL LIMITED

CORPORATE INFORMATION

Background information

IDB Capital Limited (the "lnstitution", "Company" or "tDB") was incorporated as the lldustrial
Development Bank Limited under the Kenyan Companies Act on l2 January 1973 as a company limited
by shares. The Company chauged its name to IDB Capital Limited on l5 March 2006. The Company
is domiciled in Kenya.

The shareholders of the Con,pany include the National Treasury, the lndustrial and Commercial
Development Corporation (ICDC), the Kenya Reinsurance Corporation, National Bank of Kenya and
The Kenya National Assurance Company (in liquidation). At cabinet level, IDB is represented by the
Cabinet Secretary tbr [ndustry, Trade & Cooperatives.

Principal activities

The principal activities of the Company are financing of industrial and other projects in Kenya.

Mandate

The mandate of IDB Capital Limited is to further the economic development of Kenya by assisting in
the promotion, establishment, expansion and modernization of medium and large scale industrial
enterprises. The lnstitution's operations are guided by its vision and mission.

Our Vision

Vision of IDB Capitat Limrted is:
"To be the developmentjinance psrtner ofchoicefor the industrial investor"

Our Mission

Mission of IDB Capital Limited is:

"Providing financial solutions to enlerprises in Kenya to enable them establish, expand and
modernise their operations to fosler sustainability and competitiveness in economic development,,

Core values

In an endeavor to realizc its vision and mission, IDB Capital upholds the following core values:

(i) Customer tbcus: [DB conurrits itself to meeting customer needs.
(ii) Irmovativeness: IDB is a leaming organization that embraces change and oontinuously innovates

its business products and processes.
(iii) Lltegrity: IDB is committed to acting in an honest, transparent and responsible rnanner in

discharging its mandate.
(iv) Professionalism: The Institution upholds the utmost level of excellence an,J competence in all its

operations.
(v) Teatnwork: The staff and the Board of IDB rvork as a teanl and nurture a pcrformance driven

culturc.
(vi)
(vii)
(viii)

Rcspect: [DB values relationships and strives to respect all stakeholders.
Recognition: IDB acknowledges and rewards perfonnance at the work place.
Training and developmcnt: IDB recognizes and supports tl.re desire and ability of statT to grow
and inrprove.



IDB CAPITAL LIMITED

CORPORATE INFORMATION (CONTINUED)

Registered office & headquarters

Corporate contacts

Authorised independcnt auditor

KPMG Kenya
Certified Public Accountants
Stt'Floor. AIIC Towers
ABC Place, Waiyakr Way
PO Box 40612 - 00100
Nairobi.

l8'r' Floor, National Bank Building
Harambee Avenue
PO Box 44036 - 00100
Nairobi

Telephone: +254 (0)20 2248600; 2247 142:
3202000; 2247112
Mobile: +254 (0) 733 221 lrl;128 970 750
Fax: +254 (0) 20 318829
Emai I : bizsar@jdbksrrya.cola
Website: www. idbken.'ra.com

The Auditor-General
Kenya National Audit Office
fuuriversary Towers
University Way
PO Box 30084 - 00100
Nairobi.

Kibatia & Company Advocates
Blue Violets Plaza 3r Floor, Kindaruma Rd
Off Ngong Rd
PO Box 20631 -00200
Nairobi
Tel 020 2229495

Mwaura & Wachira Advocates
Blue Violets Plaza 5th Floor Kindarurna Rd
Off Ngong Rd
PO Box 51667 - 000200
Nairobi
Tel 020 2125601

On behalf of:

Principal bankers

Commercial Bank of Africa Limited
PO Box 30437 - 00100
Nairobi

National Bank of Kenya Limited
PO Box 72866 -00200
Nairobi

Legal advisors

Adera & Company Advocates
Embassy Hse, 5th Floor Harambee Avenue
PO Box 54556 - 00200
Nairobi
Tel 0l 12216228

Amolo & Gacoka Advocates
Cianda Hse 3rd Floor Koinange Street
PO Box 53319 - 00200
Nairobi
Tel 0735356637
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IDB CAPITAL LIMITED

Legal advisors (Continued)

Kittony Maina Karanja Advocates
Kim's Court, Theta Lane, Off Lenana Rd
PO Box 74221 - 00200
Nairobi
Tel 0721258263

Moronge & Company Advocates
Electricity Hse, 6th Floor
PO Box 44289 - 00100
Nairobi
Tel 020 2664223

KN Associates LLP
Ngong LanePlaza,3rd Floor, Ngong Lane
Off Ngong Rd
PO Box 27547 -00100
Nairobi
Tel020 386130516/7

Kabaru & Company Advocates
3'd Floor, Wing B Kenya Police Sacco Plaza,
Ngara Road
PO Box 16979 -00620
Nairobi
Tel 020 2731468
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IDB CAPTTAL LIMITED

BOARD OF DIRECTORS

The Directors who served the Company during the year and up to the date of this report were as follows:

Prot'. Michael Bowen
Mrs. Karen Kandie
Cabinet Secretary, The National Treasury

Permanent Secretary, Ministry of lndustry
Trade & Cooperatives
National Bank of Kenya Limited
lndustrial and Commercial Development Corporation
Kenya National Assurance Company (In liquidation)
Kenya Reinsurance Corporation Limited
Mr. Michael M. Kiswili
Mr. Hillary Korir

Company Secretary

Chainnan
Managing Director
Mr. Henry K. Rotich, EGH
Alternate: Mr. J.K. Oltetia (Appointed on 24s
November, 2017)
Ms Betty Maina, MBS
Alternate: Mr. John Mwendwa
Represented by Mr. Wilfred Musau
Represented by Mr. Edward Gitau
Represented by Mr. Mark Gakuru
Represented by Mr. Jadiah Mwarania
lndependent Director (retired on [ 6'r' April, 20 I 8)
lndependent Director

Rebecca Akoth Kinyanjui (Mrs)
PO Box 44036 - 00100
Nairobi
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IDB CAPITAL LIMITED

CHATRMAN'S STATEMENT
I am pleased to present the 45tr'Annual Report and Financial Staternents ol'IDB Capital Linrited for tlre
year ended June i0(r' 20 18.

We have endeavoured over the ycars to deliver on our nrandate of stirnulating the grorvth of our
econonly in line rvith the national development agenda. IDB Capital is an irnportant development
finattce vehicle that has supported the Government to achieve its objectives of achieving a ntore
equitable growth.

TlrroLrgh orrr product lines, we have created value, with the sole purpose of helping Kenya foster
sustairrability and contpctitiveness in econornic development through financing of the industrial sector'.
Our achievements are underpinned by our legacy of more than 45 years of detlicated service to Keny,a's
ind ustrial transforrnation.

Our results for 20 I 7 ret'lect the challenges that prevailed in our core areas of business. Being an electiorr
year, political ternperatures rernained high and disputes persisted throughout. This contributed to short-
terrn volatility and uncertainty in the business environnrent. The econonly contracted and this was
exacclbated by a lower credit gror.r4h occasioned by the interest rate cap.

As a rcsult. the courrtry's Gross Domestic Product (GDP) dropped fronr 5.9%o in l0 l6 to 4.9oh in during
the.year rrnder leview. Intlation also increasedto 8.02o/o cornpared to 6.57oh in 20 16. The challenges
afl'ecting the country rvere also evident in the earnings fbr 2017 by leadirrg cornpanies listcd on the
Nairobi Securities Exchange. Despite these adverse eft'ects, yields on government securities and the
e.rchange rate of tlre Kerryan Shilling against other major tbreign currencies remained relatively stable.

The Board continues to implement and evaluate the conrpany's 2016-202 I Strategic Plan. Wc recognise
that future success rvill depend on an agile and adaptivc business model, which re-calibrates itself in a

dynamic operating environment. We undertook a mid-ternr strategic review specifically to ensure that
we align our strategic objectives to the Govcrnment's Big 4 initiative focused on food securiw,
manu fhcturing sector, af'fordable housing and universal healthcare.

We are also preparing for the proposed merger of IDB Capital and other devclopment finance
institutions into Kenya Development Bank. The implemerrtation of the nrerger is expected to supporl
the overall expansion of the industrial sector througlr irnproved lending capacitv, modernizatiorr ol'
existing operations and crration ofnew industries.

With the prolonged electioncerirrg period behind us, new excitlng oppoltunlties are emerging in our
rnarkets that wi[[ have a positive effect in accelerating the growth of the industrial sector. An optirnistic
outlook for the financial year 2018/20 19 is expected to yield results that will impact on the
industrialization programmes in the country.

I thank the Governnrent of Kenya for continued irnprovcnrent in ease o1'doing business aud fbr their
support in iurplenrenting the USD l5 Mitlion line of credit from lndia for w'hich we are the
inrplernenting agency. I am specitically grateful to the National Treasury and our parent ministry for
the supporl accorded to us.

I also thank rny tbllow Board of Directors for their support, conrnritrnent and guidance in serviug our
stakeholders and our country. My gratitude fufther goes to the managenlent and rnenrbers of staff for
their continued hard work and cornmitnrent to delivery and results, despite: the challenges that industry
experienced during tlre year.

Let us contirrue to work together to turrr IDB Capital irrtcr a leading vehiclc lor cct.rnornic transfrrrnration.

Thank

I'rof ichael Borven, PhD
Chairman - Board of Directors
IDI| Capital Linritetl
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IDB CAPITAL LIMITET)

Mr. I{enry K. Rotich, EGH
Cabinet Secretary, NationaI Treasury

IVIr. Jolrnstone K. Oltetia
Altornate to thc CS National -freasurv

BOARD OF DIRECTORS PROFILES

Prof. Micliael Kipyego Bowen is an Associate Professor of
Flnvirorunent and Economics at Daystar [Jniversity and
currently the chainnan of IDB Capital Ltd. He is also the
Director tbr Research, Put'llications ancl Consultancv at Daystar
University. He was a council nrenrber ol Daystar University
betrveen 20 12 ancl l0 14. Between l0l3 and 20 15, he rvas the
rleputy director (Quality Assurance) at Daystar [-lniversity.

Prcviously, he was the heacl o[ f)epartrnent oF Business
Adnrinistration at Kenya Methodist University and has been a

mcnrber of scvcral school boards in Keiyo South Constituency.
He has taught at University level lor the last 15 years and
supcrvised several lnasters and Phl) students. Hc has published
several articles and book chaptcrs and has attended several
international conferences spaming the globe. He rvas bom in
July 1969.

Mr. Johnstone Oltetia is an Alternate Director to the CS
National Treasury at IDB Capital Linrited. A Senior Financial
Sector Adviser at the Natronal 1'reasury, advising on policy
n)atters re-lating to rrapital rnarkets, pensions, insurance,
banking and otlicr tlnancial services. Previously was the Head
ol Market Supervision at the Capital Markets Authority, Kenya
responsible tirr oversiglrt of lixchanges(s), ClSDs, Asset
Managers, ll)vcstnrcnt Banks, Stock Brokers and Investnrent
Adviscrs aluong others.

A Certitled hlu'estment arrd F'inancial Analyst arxl hokler ol'
MBA and B. ('onr degrecs. Mcnrtrcr of lnstittrte of Ccrtitled
hrvestrnent arrd Financial Analysts (ICiFA), lnstitute of
I)ircctors o['Kcnya (lOD) and z\ssociation of Certitjed lrraud
Exauilners (A('lrlJl.lle also serves in the Board oll-SI) Kenya.
IIe u,as bt-irn in 1973.
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Prot. Michael Kipyego Bowen
Chairman

IvIr. Heru1' K. Rotich, tsGH, is the Cabinet Secretary. National
'l'reasury. Prior to his appointment, he was rhe Head of
Macroeconomics at the Treasury, Ministry of Finance tbr 7

years.

Prior to joining the Ministry ol Finance, Mr. Rotich worked at
the Central Bank of Kenya tbr l2 years. He was attached to the
lntemational lvlonetary Fund ([MF) local office in Nairobi as an
economist between 2001 and 2004. He has beeu a Director o[
several Boards of State Corporations inclucling; Kenya
Reinsuratrce Cloqroro,torr, [nsr.rrance Regulatory Board.
Conrmunicatiorr Commission of Kenya and Kenya National
Burcau of Statistics.

Mr. Rotich holds a Master's Degree in Public Adrninistration
(MPA) frorn the Harvard Kennedy School, Harvard University.
I Ie also holtls MA and BA degrecs in Ec,onomics (Llniversity of
Nairobi). He w'as Lronr in 1969.



IDB CAPITAL LIMTTED

BOARD OF DIRECTORS PROFILES (CONTINUED)

Ms Betty Maina, MBS

Permanent Seoretary, Ministry of
lndustry, Trade & Cooperatives

Ms Betty Maina is the Principal Secretary for
lndustrialization in the Ministry of lndustrialization Trade
and Cooperatives (MITC).

A seasoned professional with nrore 20 years' experience in
organisational leadership and development and engaged in
policy analysis and influence. A proven and capable leader
with ability to prepare and implement strategic business plans
and mobilise the necessary resources for implementation.
Adept at policy analysis, communication and negotiation
with decision makers at all levels. She has proven skills and
is experienced in economic policy development, private
sector development and advocacy, trade policy, regional
integration, education and skill development, integrated
developrnent, organisational management; public policy
research, analysis, communication and advocacy and
extensive experience in facilitation and training.

Previously, she was the CEO of the Kenya Association of
Manufacturers for I I years until June, 2015; and
subsequently the CEO of the Institute of Economic Affairs -
an applied policy think tank.

Ms. Maina holds an MSc degree in Development
Administration frotn the University College London and a

BA degree in Land Economics from the University of
Nairobi.

Mr. John Mwendwa

Alternate to the PS Ministry of lndustry
Trade and Cooperatives

Mr. John Mwendwa is the Altemate Director to Pennanent
Secretary, Ministry oI Industrialization Trade and
Cooperatives (MITC). He is the Chief Financial Officer
/Personal Assistant to the Permanent Secretary MITC.
Previously, he worked in senior managentent positions in
various parts of the Barclays Group. He has expcrience in
areas of strategy, tirrance, risk managcment and operations in
banking as well as Accounting and Auditing in the
Manufacturing Sector.

Mr. Mwendwa holds a Master ol Cournterce degree in
Finance and Bachelor olConunerce in Finance. He was bom
in 1983.

Mr. Mark Gakuru

Representing KNAC (ln Liquidation)

I

cfss:

s,

Mr. Mark Gakuru an Advocate of the High Court of Kenya
with over l5 years of legal and administrative experience
obtained in both the Private and Public Sectors. He is the Ag.
Official Receiver and as such is regulator lnsolvency practice
in Kenya. He holds Master's Degree in [.aws (l-L.M) fitrm
the University of Nairobi. He was bom in 1975.
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IDB CAPITAL LIMITED

BOARD OF'DIRE(]TORS OFII,ES (CON'I'INUED)
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Mr. Edward Citau is currently a Credit Mauager with ICIDC
where he has rvorked since l9ti9. He has over 20 years'
experience in project investutent analysis, project
irnplenrentation and investment monitoring. He holds a

Bachelor of r\rts (.Econonrics & Statistics) and is a Certitjed
Securities & [nvestment Analyst. He was born on in 1963.

r
Mr. Edward J. G. Gitau
Reprcsenting lndustrial & Conunercial
Devclopment Corporation (ICDC)

Mr. Willicd N{usau
Reprcsenting National Bank oI Kenya
(NBK)

Mr. Wiltied Musau is the Managing Director & CEO ot NBK
having.yoined the Rank in September 2015 as the Director in
charge of the Retail & Prernir.rm banking division. IIe has
over 18 ycars of consumer and contntercial banking
cxperience coupled with local and international experience
and exposure.

Mr. Musau is a B.Clom holder t'rorn Kenyatta University -
Major in Ban-l,ong and Finance, tlolds a Masters Class
certification in Strategy- LISB University of Stellenbosch
Business School SA, LIK Euro Money training in -
advanced corporate banking, Master class in SME Banliing
and Master Class in Retail banking. [Ie was bom in 197].

Mr. Jadiah Mwarania. C)GW
Representing K cnya Rer nsuraucc
Coqroration

Mr. Jadiatr Mwarania is the Managing Director of the Kenya
Reinsurance C'orpclration. [Ie holds a Bachelor of Commerce
(B.conr.) (Hons.). and lVlaster of Business Adrriinistration
(lvIBA) degree from the University of Nairobi and currcntly
is undertaking a PHD in strategic lnarlagenlent. I{e is a

Fellow of the Chartered Insurance Institute of London (FCII)
and lnsurance lnstitute of Kenya (FIIK) and is a Chartered
Insurer (CI) ol the lnsurance lnstitute of [,ondon. He is a

Fellow of the Kenya hrstitute of Managenrent (F'MKIIv{).

Mr Mrvarania is a l)ircctor on the lJoard olDircctors of Zep
Re (I']'t'A Rcinsurance Cornpany) and the Chairman o[ the
Association of Kenya Reinsurers (AKR). a Board Member of
the Ltsurance Training and Education 'l'rust (l'l'81') and
rnernber of the Firrance and l)cveloprnent C'onunittee oI the
F}oaril ol the ()ollcge ol'Insurauce of Kenya. He was born in
t964.

E



IDB CAPITAL LIMITED

BOARD OF'DIRRCT ORS PROFILES (CONTTNIiED)

il[
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Mr. Michael M. Kiswiti,EBS
Independent Director

I

Mr. Michael Kiswili is an independent director at IDB
Capital Lirnited. He has serv'ed in the Boards of NGO co-
ordination Board; Kenya School of Govemment, and
currently in the Boards of National Fund tbr the Disabled
of Kenya, Heifer [ntemational [nc. Kenya and Comfort
Homes lntemational Limited.

He is a Certified Public Accountant (Kenya). a Fellorv of
the Association of Chartered Certified Accountants (UK)
and a PhD candidate (Strategic Managernent) with Jomo
Kenyatta University of Agriculture and Technology. He
is a senior partner in an Accounting firm in Nairobi. I{e
was born in 195 I .

Mr. Hillary Korir
lndependent Director

,i
I\i
'i
rl !

ti'{

Mr. Hitlary Korir is an independent director at IDB
Capital Ltd. He has a Notable Work experierrce- Research
Assistant (Nielsen & Millward Brown EA Ltd.) and
Lecturer- Mt. Kenya University and Jomo Kenyq
University of Agriculture & Technology (JKUAT);
Nakuru Carnpuses.

He holds a Bachelor of Social Studies (Sociotogy- Moi
University) and is and currently undertaking a Master's in
Business Administration-Strategic Management (Mt.
Kenya University). He was born in October 1981.

Mrs. Karen Kandie
Managing Director

Mrs. Karen Kandie is the Managing Director of IDB
Capital Limited frorn May 201 7. She serves as an Advisor
to The Board of Trustees, Micro-Enterprises Support
Prograrnme Trust (MESPT) and is a past mernber of the
Capital Markets Tribunal.

Previously, she served as the Director of Finance at
Shelter Afrique; Head of Finance & Administrarion at
Nairobi Securities Exchange; Manager, Risk
Managentcnt and Intemal Audit at Faulu Kenya t,imited;
Financial Controller at Co-operative Bank of Kenya;
Management Accountant at ABN AMRO Bank and a

Senior Auditor at PriceWaterhouseC)oopers.

She holds a Master of Business Administration from
Murdoch University, Westem Australia. She is a B.Com
holder tiom the University of Nairobi and is a Certified
Public Accountant (CPA-K) and Certitied Financial &
lnvestment furalyst (ClFA).

Karen is currently pursuing a Doctorate in Business
Adnr.inistration. She was bont in 1968.

el,



IDB CAPITAL LIMITED

BOARD OF DIRECTORS PROFILES (CONTINUED)

/

Mrs. Rebecca A. Kinyanjui
Chief Legal Officer/
Company Secretary

Mrs. Rebecca Kinyanjui is the Chief Legal Officer /
Company Secretary in IDB Capital Limited. She joined as

a Senior Legal Ofhcer in August 1988. She previously

worked as a State Counsel at the OtTlce of the Attomey
General. She holds an LLB (Hons) Degree from the

University of Nairobi, a Diploma in Legal Practice. She is

a Certified Public Secretary (CPS - K). She was born in
l96l .
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IDB CAPITAL LIMITED

MANAGTNG DIRECTORS' STATEMENT

Dear Shareholders.

I aru delighted to present the Annual Report and Financial Statements for the .vear ended iOth June

20t8. The year 201712018 rvas undoubtedly a very challenging one not just for IDB Capital but the

finarrcial industry as a whole, nrainly due to the irnpact ollast year's general eleqtion

Despite these challenges we nranaged to realize cornmendable gains in our operations. We have a

resilient and strong Institution that has navigated a rough terrain in pursuit of its cornmitnrent -
provision of industrial financing to foster sustainabilitv and competitiveness in economic developrnent.

We have continued to nrake good progress iu our strategic grorvth aspirations despite the cltallenging
operating environrrrent brought about by the operationaliz.ation of the Banking (Arnendrnent) Act 2016
([nterest Rate Cap larv) which reduced cledit flo.,v in the econonty.

Financial Performance
As mentioned earlier. we had arguably one of the toughest years ever but we rernained resilient. This is
dernonstrated in our perfbnnance. We posted a loss of KShs 21 million, which was much lo,'ver than

tlre loss of KShs 60 million that we recorded in 201612017. This significant improvernent affirnred oLrr

flonnidaLrle brrsiness whose potential is huge rvith a lot of oppornrnities in the sector.

The loss reduced orlr asset base, frorn KShs 816 nrillion as at tlle end of 30'r'June 20 l7 to Moreover,
our total KShs 789 Million as at Soth June 20 l8.

Introduction of the Interest Rate Cap law in 20 l6 reduced lending to SN{Es by commercial banks,

leading to a sharp decline,in credit growth. Whereas IDB continued to support SMEs, the interest rate

cap at'fected our total income, which decreased tiom KShs I l0 rnillion at the end of June 2017 to KShs

108 urillion as at 30'r'June 20 18.

DesJrite the prevailing challenges, IDB continued to grow its lending por-tfolio. Net loans and advances

stood at KShs 526 million as at 3oth June 2018 cornpared to KShs 482 million as at 30th June 2017.

l'he increase in the loan book was due to higher disbr,rrseurents during the tinancial year under revierv.

The lnstitution's non-performing loans grerv fi'or.n KShs. 7l Million as at 30tl'June 20 l7 to KShs. l6l
N{illion as at 3Oth June 20 I 8. This aftests to the generally challenging operatirrg environnrent. wh ich saw

total nonperfonning loans ("NPLs") for the industry rise tiorn KShs 215 billion in 2017 to KShs 259
billion in 201 8.

Operating costs decreased trorn KShs 108 Million in 201612017 to KShs 98 nrillion in 2017/2018

tinancial ;-ear, duc to strillgent cost nlanagement.

Resource mobilization
To achieve our mandate, we need to have nrore resources tbr lending. Resource nrobilization continues

to be a core driver of our r.nandate as well as a rnajor area ol'focus and continLled engagclnent with the

governrnent. Apart from the US$ 15 million line olcredit tiom the sovernment ollndia that we are

inrplernenting, IDB has been keen on establishing aud nraintaining strategic partnerships rvith financial
institutions, at both bilateral and multilateral levels. to booster the institutions frnancial position.

Internal processes
Trartspalertcy is a core a.spect of our business aud we continue to explore technoloeies that can nreet

our specific needs. Dttring the year rve adopted a public procurelnent inlonnation portal tlrat enhanced
public access to our procurement processes. We arc also in the final stages oi irnp.rlernenting the
Ente4trise Resource Plannirrg (ERt)). We erpect to havc tirnelier reporling and imploveulent otl
turttaround tirne when this irritiative is con-rpletecl by tlre third quarter of the 20 l8/20t9 tlnancial vear'.

lll



IDB CAPITAL LIMITBD

Procurement disclosure
IDP Capital has strictly complied with the legal framework governing procureureut in Kenya such as

Public Procurement and Assets Disposal Act (2015), Supplies Management Practitioners Act (2007)
and other govenrnent directives.

Looking ahead
Forecasts and perforrnance indicators project a positive macro-economic environment for 20 l8/2019.

We are alive to all the oppoftunities and the challenges ahead and have inbuilt specitic strategies to

navigate through ernerging chatlenges and optirnize on the opportunities available.

Our business has over the years grorvn through the support of our customers, shareholders and staft'.

With its inrpressive track record of contributing to the development of the Kenyan econorny, IDB

continuously strives to be a top industrial financier iu this country. Custorner-centrism rentains the key

to unlock our full potential and prepare the ground tbr our future growth.

Top of the business agenda in 2018/20 19 is to ensure we are well positioned to operate a viable business

that addresses the custonrers' needs effectively and tlrat is relevance to the governrncnt's BIG 4 agerrda.

Through our strategic plan, rvhich w'as revierved recently, we aim to strengtheu tlre fourrdation of IDB
to compere effectively, grow capaciry and deliver on our set targets. On the proposed merger of
developrnent finance institutions, we are fully aware and we have already drawn measttres and strategies

ol'ensuring the readinoss of our staff and customers to ensure their seanrless irttegration iuto the lrew

strncture.

Conclusion
Let me take this opportuniry to appreciate the Chairmart and the Board members for their continued

support.

I also wish to thank the rnanagernent and stafl'for thcir lrard work, professionalisrn and conlnlittnent to

results. Thanks to our dear customers tbr their loyalry. I invite and welcotne llew custonlers to sample

our range of products.

The owners of this great institution have oft'ered a strotlg pillar of support. We are keen to grow an

institution that wilt serve generations to corne and strongly irnpact on the ecouorny of Kenya.

We seek God's favour as we strive to unlock our potential and grow IDB into a powerful vehicle for

stirnu lating ecorront ic transfontration.

Thanf You and God Bless You

t0d".c^,
Karen N. Kandie
Managing Director
IDB Capital Limited

l) i



IDB CAPITAL LIMITED

MANAGEMENT TEAM

Mrs. Karen Kandie

Managing Director

Mrs. Karen Kandie is the Managing Director ol IDB
Capital Lirnited fioru May 201 7. She serves as an Advisor
to The Board of Trustees. Micro-Enterprises Support
Programme Trust (MESPT) and is a past member ot'the
Capital Markets Tribunal.

Previously, shc servcd as the Director t'rl Finance at Shelter
Afrique; Head of Finance & Admrnistration at Nairobi
Securities Exchange; Manager, Risk Management and

Internal Audit at Faulu Kenya Lrmited; Financial
Controller at Co-operative Bank of Kenya, Marragernent
Accountant at ABN A-N,IRO Bank and a Senior Auditor at

PriceWaterhouseCoopers.

She holds a Master of Busir.ress Administration from
Murdoch University, Western Australia. She is a B.Com
holder from the University of Nairobi and is a Certitied
Public Accountant (CPA-K) and Certified Financial &
lnvestrnent Analyst (CIf A).

Karen is cunently pursuing a Doctorate in Business

Administration. She was born in 1968.

Mr. Timothy K. Tiampati
Chief of Credit

Mr. Timothy Tiampati is the Chief of Credit. He joined

IDB Capital Limited as a Project Officer in April 1985 and

rose through the ranks to be the Chief of Credit. He

previously worked as an Economist/Statistician at Kerio

Valley Development Authority. He holds a Master of
Science (Economics) from Odessa Institute of National

Econonrics, fbm'rer U.S.S.R. He was bom in 1959.

NIrs. Rebecca A. Kinyanlui
Chiel Legal Oflicer/Cornpany Secretary

/

Mrs. Rebecca Kinyanjui is the Chief Legal Officer i
Company Seoretary in IDB Capital Limited. She joined as

a Senior t,egal Officer in August 1988. She previously

worked as a State Counsel at the Otlice of the Attorney

General. She holds an Ll.ts (Hons) Deggee fronr the

Univcrsity of Nairobi, a Diploma in Legal Practice. She is

a Certified Public Secretary (CPS - K). She rvas bom in
1961 .

ll 
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TDB CAPITAL LIMITED

Mrs. Priscilla N. Njuguna

lvlarrager, Legal Affairs

Mr. John Ouktr

N{rs. Priscilla Njuguna is the [.ega[ Alfairs Manager and is

the legal adv'isor to the Institution. Shc joined IDB Capital

[-imited as a Legal Oft-rcer in May l98ll. She previously

worked as a Registrar in the Ministry ol Lands ancl

Housing. Stre holcls a Baclielor o[ Law clegree LLB (Horts)

tiom the [Jniversit,v ol Nairobi, a Diploma in Legal

Practice tior.n 'I'hc Kenya SchooI ol Law and is a Certiticd
Public Sccretar;". (CI'S- K).

Mrs. Anne Gitau has been the Manager Finance and

Accounts since January 201 I and is responsible tor overall

tlnancial rnanagenlcnt and accounting tunctions. She has a

wide experience in I'rnance and accounting gained at

various levcls having joined IDB Capital Limited in May
199 l. She is a holder of a Bachelor of Commerce Degree

(Accounting Option) from the University oI Nairobi and is

a Certified Public Accountant arld Secretary. (CPA-K,
CPS- K) and is a member of ICPAIi.

!1r. John ()uko is the ICT Manager. He is responsible tbr
the overall Lntbrmation Teclrnology infrastructure ancl

syslenrs. IIe has vast experierrce in corrrputing systeurs,

net,,r'orks and databases. FIe holds a l]achelor ol Scicnccr

clegro,., (C)ornputcr Scicncc Option) tionr lvlasctttr

Univelsity'. onqoins. Master trl Science (Computer

Systerns) liom JKUAT and is Ccrtitled in both lr,Iicrosoli

and (lisco platl'onns (lvlCSA & (l(lNA).

f
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Mrs. Anne N. Citau
Manager, Finance & Accounts

l'

Mrs. Judith Ornachar is the Manager Credit. She is

responsible lor overall credit management functions. Shc

tras over 20 years' experience in credit management gained

at tDB Capital. She holds a Bacheior of Cornmerce degree

(Accounting Option) tiom the Llnivcrsity of Nairobi an<l is

a Certihed Public Accountant (CPA-K).

Iv{rs. Judith A. C)nrachar

, Credit

Man r, lC'l
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IDB CAPITAL LIMITED

CORPORATE GOVERNANCE STATEMENT

The Board of Directors supports the implementation of best practice in Corporate Govemance and in
this regard, has adopted "Mwongozo" the code of govemance for State Corporations and is comnitted
to its full implementation

The Board of Directors

The Board courprises ten members. Six of them replesent ttre itrstitutions that are shareholders of the
Company; three are Independent and one executive.

The conduct of the Board is govemed by the terms of a Board Charter errsuring that its role is
independent from that of management. It covers Board responsibilities, the conduct of meetings,
conflict of interest, Board effectiveness and evaluation and information confidentiality among other
matters.

The Board meets quarterly or more often if business so dictates. During its meetings it considers reports
from the various board committees and matters related to the general strategy of the Company.

Board Committees

There are three committees of the board. Their terms of reference have been set by the board and they
make recommendations to the board on various matters delegated to them. The current Board
Committee membership details are as follows:

(C) - Chairman/person of Comnuttee

Board Meetings

The Board has a ,,vork plan in place. Meetings of the tull Board are held at least once every quarter. The
notice agenda and Board papers are circulated in advance of each nteeting. The atterrdance at meetings
of the Board and its Committees were as tbllows:

Director Status Committees

Audit Finance &
Investment

HR

I Mr. Johnstone K. Oltetia
(Alternate CS Treasury)

Non-Executive

2 John Mwendwa
(Alternate PS MITC)

Non-Executive
(c)

3 Michael M. Kiswili Non-Executive

4 Wilfred Musau Non-Executive / (c)

5 Mark Cakuru Non-Executive

6 Jadiah Mwarania Non-Executive / (c)

7 Edward J. G. Gitau Non-Executive

8 Hillary Korir Non-Executive

9 Karen Kandie Managing Director

ls 
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IDB CAPITAL LIMTTED

Board Audit Finance &
Investment

HR

Nunrber of Meetings 8 4 6 4

Prof. Michael Bowen 8

John Mwendwa (Altemate PS MITC) 7 2 J

Michael M. Kiswili 5 J

Wilfred Musau 6 4

Mark Gakuru 8 4 4

Jadiah Mwarania 7 6

Edward J. G. Gitau 8 6

Hillary Korir 8 4

Mr. Johnstone K. Oltetia (Alternate CS Treasury) 2 2

Karen Kandie 8 6 4

CORPORATE GOVERNANCE STATEMENT (CONTINUED)

Board Meetings (continued)

Executive Committees

The Managing Director has established committees to review specific aspects of the Company's
operations. These include the Assets and Liabilities Committee, the Management comnrittee and the
Credit Committee.

Board Evaluation

A Board evaluation is conducted by the State Corporation Advisory Committee (SCAC) every year.
The evaluation covers the performance of the Chairman, individual directors, the Managing Director
and the Company Secretary. The Corporate Board perfomrance score for the last evaluation was 9l .99i,.

lnternal Controls

The Board of Directors has collective responsibility for the establishment and maintenance of a system
ofinternal controls that provide reasonable assurance ofeffective and efficient operations. However, it
recognizes that any system of intemal control can provide only reasonable but not absolute assurance
against material misstaternent.

Risk Management

The Company has identified risks that are inherent to the busiuess and continuously reviewrng its
policies and procedures in order to nutigate against such risks. The risks include strategic risk, interest
rate risk, foreign exchange risk and operational risk as are detailed in Note 5 ofthe financial statenlents.

t6l



IDB CAPITAL LTMITED

CORPORATE GOVERNANCE STATEMENT (CONTINUED)

Compliance with Laws and Regulations

A legal audit conducted during the year confirmed that the Company complied with all applicable laws
and regulations. There were no incidences of fraud or comrption.

As regards the Mwongozo Code, policy papers are under consideration covering, stakeholder
relationship management, risk management and corporate reputation & image. A govemance audit
scheduled to be held during the year was suspended upon instructions received from the State
Corporations Advisory Committee.

Directors' Benefits and Loaus

The directors are entitled to fees and sitting allowances, the details of which have been disclosed in the
financial statements, in Note 28. No loans were advanced to Directors during the financial year.

t7l
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IDB CAPITAL LIMTTED

CORPORATE SOCIAL RESPONSIBILIT'Y (CSR) STATEMEN'T

IDB Capital attaches great importance to Corporate Social Responsibility as a sure way of building
sustainable partnerships and relationships with the conununity.

We have over the years worked closely with diflerent institutions to support initiatives airned at uplifting
the standards of Iiving and focusing on areas that create avenues for sustainable development.

Planting trees helps in the achievement of the l0% tbrest cover tlreshold as envisaged in Kenya's vision
2030 blueprint. It is for this reason that IDB, in collaboration with Kenya Water Towers Agency, joined
hands and rnade a green statement by planting trees at Kaptagat Mau North water tower in June 20 18.

h this regard, we continually identify and support noble endeavours in areas aligred to our mandate.

In2017/2018 hnancial year, we oversaw the initiatives that led to creation of job opportunities and
promotion of local entrepreueurship. through concerted et'forts by procuring locally made goods and
services as an institution.

hr this, we are guided by the commitment to make a positive dif'ference in the cornmunities where we
work, live and scne.

1J 
,.

During tree planting at Kaptagat - Mau North water tower in June 2018
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IDB CAPITAL LIMITBD

SUSTAINABILITY REPORT

Over the years, IDB Capital Limited has made considerable progress by redefirung its role as a socio-
economic stimulator. We have made a concerted effort to build lorrg-term partnerships necessary to
offer products which add value to livelihoods and introduce hnancial solutions that are fit for the
industrial investor so as to foster sustainable economic development.

We believe in responsible approaches to developing relationships among the industries we hnance and
communities we serve as a vital part of delivering on our successful business model. When carrying out
our business, we consult our customers for continual improvement. Furtherrnore, we assess the
environmental, social and economic issues during project reviews. We also continually review our
policies and business practices to encourage engagement with who would be marginalized parties
through special procurement allocation to these parties.

The success of IDB as a Development Finance Institution is based on our people. We seek to recruit,
retain, reward and develop the best innovative talent in our organization. [n the year, apart from the
existing tndian line of credit of KShs 1.5 Billion, the Company has been keen on establishing and
maintaining strategic partnerships with financial institutions both bilateral and multitateral, with an aim
of ensuring financial sustainability that fosters the institutions mandate.

lel



IDB CAPTTAL LIMITED

REPORT OF THE DIRECTORS
FOR THE YEAR ENDED 30 JUNE 2018

The Directors subrnit their report together with the audited tinancial statements for the year ended 30

June 2018, whrch disclose the state of affairs of IDB Capital Limited ("the Company").

l. Principal activities

The principal activities of the Company are financing of industrial and other projects in Kenya

2. Results

The Company recorded a net loss for the year of KShs 2 I .69 million (2017 - loss of KShs 60.01

million).

3. Dividends

The directors do not propose payment of a dividend (201 7 - Nil)

4. Directorate

The directors who held oftrce dwing the year and up to the date of this report are set out on page

4.

5. Business review

The year ended 30 June 2018 was a challenging year. The Company recorded a net loss ofKShs
21.69 million (2017 - net loss of KShs 60.01 million). Net income rose by 59o/oto KShs 76.08
million in 2018 due to increase loan disbursements compared to 2017 which stood at KShs 47.5
million. Total expenses decreased by 9o/o to KShs 97.77 rnillion compared to the year ended 30

June 2017 which stood at KShs 107.77 million. The net income was significantly higher in the
current year due to the reduction in impairment provisions on loans during the year (2018 - 31.8
milliory 2017 - 60.1 million) which was netted off in total operating income.

The Company's strategy which is elaborated in our Strategic Plan 2016-2021 and is built on the
foundation of the corporate values set to drive successful development in the coming years in
achieving our long-term vision for IDB Capital Limited which is: "To be the development f,rnance
partner ofchoice for the industrial investor". [n order to steer the focus ofthe entire organization
toward the Company's strategy and ensure its successful irnplementation, the Company has three
strategic thenres: to ensure and sustain IDB institutional relevance, raise funds required to
successfully execute its mandate and build the required internal capacity to successfully address
the lust two themes.

Our review of projections for the next financial year indicates that the total revenue will be KShs
308.9 million while the total expenses will be KShs 243.2 million the projected surplus will
therefore be KShs 65.7 million. The projections are based on the assumption that the full
drawdown from Line of Credit (LoC) from Exim Bank of India amounting to KShs 1.5 billion
will have crystallised. IDB has so far considered and approved funding requests from six
companies in excess of KShs 500 million, seven projects whose applications amounts to KShs
205 million are currently undergoing appraisal and a potential pipeline of l0 prqects totalling to
KShs 381million.

IDB has obtained approval tbr the first contract inclusion under the line which is a pre-requisite
for disbursement. However various challenges have been experienced that continue to slow dorvn
the disbursements on the LoC and the same have been brought to the attention of The National
Treasury for resolution.

201



IDB CAPITAL LIMITED

REPORT OF THE DIRECTORS
FOR THE YEAR ENpEp 30 JUNE 2018 (CONTTNUEp)

5. Business revierv (continued)

With the increased number of enquiries on the LoC, we will be able to futly disburse the entire
line as envisaged.

The Cornpany aspires to leverage on the t'ull potential in product categories in order to gain market
share by: actively managing the Company's portfolio; strengthening the Company's top brands,
launching powerful innovations; and focusing on customers and consurners.

The principal risks and uncertainties facing the Cornpany as well as the risk management
framework as outlined in Note 5 of the tinancial statements.

6. Employees

The Directors are pleased to record their appreciation for the untiring efforts of all employees of
the Company.

7. Relevant audit information

The Directors in office at the date of this report confirm that:

(i) There is no relevant audit information of which the Company's Auditor is unaware; and
(ii) Each Director has taken all the steps that they ought to have taken as a Director so as to be

aware of any relevant audit information and to establish that the Company's auditor is
aware of that information.

8. Auditor

The Auditor-General is responsible for the statutory audit of the Company's financial statements
in accordance with Article229 of the Constitution of Kenya. Section 23(l) of the Public Audit
Act 2015, elnpowers the Auditor-General to nonrinate other auditors to carry out an audit on their
behalf.

KPMG Kenya, who were appointed by the Auditor-General, l'rave carried out the audit tbr the
year ended 30 June 2018.

9. Approval of financial statements

The financial statements were approved and authorised for issue by the board of directors on

-'(.).r,( 3,-t:,
!

BY ORDER OF THE BOARI)

Ill . .

't1'', ',."[\ ,f,-

Date: )t. -,'' 
i.t .,i,ii,

DIR.ECTOR
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IDB CAPITAL LIMITED

STATEMENT OF DIRECTORS' RESPONSIBILITTES

The Directors are responsible for the preparation and presentation of the financial statements of IDB
Capital Limited ("the Company") set out on pages 26 to 72 which comprise the staternent of financial
position at 30 June 2018, the staternent of profit or loss and other comprehensive income, statement of
changes in equity and the statement of cash flows for the year ended, and notes to the financial
statements including a su[unary of significant accounting policies and other explanatory information.

The Directors' responsibilities include: determining that the basis of accounting described in Note 2 is
an acceptable basis for preparing and presenting the financial statements in the circumstances,
preparation and presentation of financial statements in accordance with lnternational Financial
Reporting Standards and iu the manner required by the Kenyan Companies Act,2015 and for such
intemal control as the Directors determine is necessary to enable the preparation of hnancial statements
that are free from material misstatements, whether due to fraud or error.

Under the Kenyan Companies Act, 2015, the Directors are required to prepare financial statements for
each firrancial year which give a true and fair view of the finance position of the Company as at the end
of the financial year and of the profit or loss of the Company for that year. It also requires the Directors
to ensure the Company keeps proper accounting records which disclose with reasonable accuracy the
hnancial position of the Company.

The Directors accept responsibility for the hnancial statements, which have been prepared using
appropriate accounting policies supported by reasonable and prudent judgements and estimates, in
conformity with lnternational Financial Reporting Standards and in the manner required by the Kenyan
Companies Act, 201 5. The Directors are of the opinion that the financial statements give a true and fair
view of the f,rnancial position of the Company and of its profit or loss.

The Directors further accept responsibility for the maintenance of accounting records which may be
relied upon in the preparation of ltnancial statements, as well as adequate systems of intemal financial
control.

The Directors have made an assessment of the Company's ability to continue as a going concem and
have no reason to believe the Company will not be a going concern for at least the next twelve months
from the date of this statement.

Approval of the financial statements

The financial statements, as indicated above, were approved and authorised for issue by the Board of
Directors on ',1.- '-'. \;1. -l .' ,.ii

fur*^-
WilfrdMusau
Director

Prof. Bowen
Chairman

Date: .<. L i 
'- t, \
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I REPUBLIC OF KENYA

Telephone : +25 4-20-3 42330
Fax: +254-20-311482
E-mail: oag@oagkenya.go.ke
Website: www.kenao.go.ke

P.O. Box 30084-00100

NAIROBI

OFFICE OF THE AUDITOR-GENERAL

REPORT OF THE AUDITOR-GENERAL ON IDB CAPITAL LIMITED FOR THE YEAR
ENDED 30 JUNE 2OI8

REPORT ON THE FINANCIAL STATEMENTS

Opinion

The accompanying financial statements of IDB Capital Limited set out on pages 26 to
73 which comprise the statement of financial position as at 30 June 2018, and the
statement of financial performance, statement of changes in net assets, statement of
cash flows and statement of comparison of budget and actual amounts for the year
then ended, and a summary of significant accounting policies and other explanatory
information, have been audited on my behalf by KPMG Kenya, auditors appointed
under 23 of the Public Audit Act, 2015. The auditors have duly reported to me the result
of their audit and on the basis of their report, l'm satisfied that all the information and
explanations which, to the best of my knowledge and belief, were necessary for the
purpose of the audit have been obtained.

ln my opinion, the financial statements present fairly, in all material respects, the
financial position of IDB Capital Limited as at 30 June, 2018, and its financial
performance and its cash flows for the year then ended, in accordance with
lnternational Financial Reporting Standards and comply with Kenya Companies Act,
2015

Basis for Opinion

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of IDB Capital Limited in accordance with ISSAI
30 on Code of Ethics. I have fulfilled other ethical responsibilities in accordance with
the ISSAI and in accordance with other ethical requirements applicable to performing
audits of financialstatements in Kenya. I believe that the audit evidence I have obtained
is sufficient and appropriate to provide a basis for my opinion.

Emphasis of Matters

I draw attention to Note 2(c) to the financial statements which indicates that on 15 May
2018, the Kenya Cabinet approved the merger process of IDB Capita! Limited with two
other development Finance lnstitutions (DFls) to commence in the 2018/19 financial
year to create the Kenya Development Bank Limited (KDB). The incorporation of KDB
will be followed by the dissolution of IDB Capital Limited My opinion is not modified in
respect of this matter.

Report of the Auditor-Ganeral on the Financial Sfatemenfs of IDB Capital Limited for the year ended 30

June 201 I
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Key Audit Matters

Key audit matters are those matters that, in my professional judgment, are of most
significance in the audit of the financial statements. There were no Key Audit Matters
to report in the year under review.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, I confirm that, nothing has come to my attention to cause me to believe that
public resources have not been applied laMully and in an effective way.

The audit was conducted in accordance with ISSAI 4000. The standard requires that I

comply with ethica! requirements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the
financial statements are in compliance, in all material respects, with the authorities that
govern them. I believe that the audit evidence I have obtained is sufficient and
appropriate to provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

As required by Section 7 (1) (a) of the Public Audit Act, 2015, based on the audit
procedures performed, I confirm that, nothing has come to my attention to cause me
to believe that internal controls, risk management and governance were not effective.

The audit was conducted in accordance with ISSAI 1315 and ISSAI 1330. The
standards require that I plan and perform the audit to obtain assurance about whether
effective processes and systems of internal control, risk management and governance
were operating effectively, in all material respects. I believe that the audit evidence I

have obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of Management and Those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Financial Reporting Standard 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.

ln preparing the financial statements, management is responsible for assessing the
Company's ability to continue as a going concern disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless the
management either intends to cease operations of the Company, or have no realistic
alternative but to do so.

Report of the Auditor-General on the FinancialSfafemenfs of IDB Capital Limited for the year ended 30
June 2018
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Management is also responsible for the submission of the financial statements to the
Auditor-General in accordance with the provisions of Section 47 of the Public Audit Act,
2015.

Those charged with governance are responsible for overseeing the Company's
fi nancial reporting process.

Auditor-General's Responsi bi I ities for the Aud it

The audit 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 my opinion in accordance with the
provisions of Section 48 of the Public Audit Act, 2015 and submit the audit report in
compliance with Article 229(7) of the Constitution. Reasonable assurance is a high
level of assurance, but is not a guarantee that an audit conducted in accordance with
lSSAls will always detect a material misstatement and weakness when it exists.
Misstatements can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

As part of an audit conducted in accordance with lSSAls, I exercise professional
judgement and maintain professional skepticism throughout the audit. I also:

o ldentify 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 my opinion. The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal
control.

Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances and for the purpose of
giving an assurance on the effectiveness of the Company's internal control.

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

Conclude on the appropriateness of the 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 Company's ability to continue as a going concern. lf I conclude that a material
uncertainty exists, I am required to draw attention in the auditor's report to the
related disclosures in the financial statements or, if such disclosures are
inadequate, to modify my opinion. My conclusions are based on the audit evidence

Report of the Auditor-General on the Financial Statemenfs of IDB Capital Limited for the year ended 30

June 201 8
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obtained up to the date of my audit report. However, future events or conditions
may cause the Company to cease to continue as a going concern.

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

Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the Company to express an opinion on the financial
statements.

. Perform such other procedures as I consider necessary in the circumstances.

I communicate with the management regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that are identified during the audit.

I also provide management with a statement that I have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships
and other matters that may reasonably be thought to bear on my independence, and
where applicable, related safeguards.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by the Companies Act, I report based on my audit, that:

I have obtained all the information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of the audit;

in my opinion, adequate accounting records have been kept by the Company,
so far as appears from the examination of those records; and,

The Company's financial statements are in agreement with the accounting
records and returns.

ll

FCPA Edward R. O. Ouko, CBS
AUDITOR.GENERAL

Nairobi

24 December 2018

Repoft of the Auditor-General on the FinancialStafernents of IDB Capital Limited for the year ended 30
June 2018
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IDB CAPITAL LIMITED

STATENIENT OF PROFIT OR LOSS AND OTTIER COMPREHENSTVE INCOME
FOR T}IE YEAR ENDED 30 JI.INE 2018

Note
2018

KShs'000

101,6i3
5,785

488

107.886

( 31,619)( re3)

Ltlua
76.074

20t7
KShs'000

t07,336
t,997

466

109,799

( 62,237)
t9l

L52{44

47.7s3

( s7,726)
( 37,r22)
( e,s87)
( 3.337)

(_60.0u)

(---ll8)

Interest income
Non-interest income
Other operating income

Total operating income

Other loss

Net impairm.ent loss on loans and advances
Other (expenses)/income

Total other loss

Net income

Operating expenses

Staff costs
Administrative expenses
Operating lease expenses
Depreciation and amortisation

Total operating expenses

Loss before tax

Tax expense

Loss for the year

Other compreheusive income

Other comprehensive income

Total comprehensive income for the year

Basic and diluted earnings per share (KShs)

6
7

8

9

l0

lt
1l
t1
ll

( 59,881)
( 25,150)
( e,s86)
( 3.rs0)

t2

l3

l4

L91J67) $yJn)
( 60,019)( 21,693)

a1_@2) L0g.01e)

@
(:Jcil)

The notes set out on pages 30 to 72 form an integral part of these financial sratements
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IDB CAPITAL LIMITED

.STATEMF"NT OF'F'I ANCIAI POSTTTON
AS AT 30 JUNE 2018

ASSETS

Current assets
Cash and bank balances
Deposits with fi nancial institutions
Loans and advances to customers
Cunent tax recoverable
Other assets

Non-current assets

Loans and advances to customers
Financial assets (unquoted)
Property and equipment
Intangible assets

TOTAL ASSETS

LIABILITIES A}ID EQUITY

Current liabilities
Other liabilities
Shareholders' funds
Share capital
Retained earnings dehcit

Total equity

TOTAL LIABILITIES AND
SHAREIIOLDERS' EQUITY

The financial

739:80 8r6ff5

26 to 72 were approved and authorised for issue by the board of
and were signed on its behalf by

I

Vrt'-

Mrs. Karen Kandie
Managing Director

Note
2018

KShs'000
2017

KShs'000

9,9?9
257,257

75,274
25,689

3.766

37t.9ls

406,673
28,928

7,346
1.873

444.820

Er6fis

2r.614

8 r0,020
( 14.8ee)

795.r21

t

15

l6
r 7(d)
13(b)
18

l7(d)
l9
2t
22

6,020
r 88,974
87,490
28,s80
4.139

directors

Chairman

315.203

438,941
28,745

5,627
1.208

474,527

n9:n0

16.302

810,020
( 36.s92)

773.428

0
r

.)"1 {t-

24

25

statements on pages
'l', , ..r. t l. .'; ; ;.

Bowen

d*r{/
Musau

Directctr

The notes set out on pages 30 lo 72 fonn an integral part of these financial statements.
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IDB CAPITAL LIMITED

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2018

Note
2018

KShs'000

( 2t,693)

215

183

( 373)
( 44,490)
( 5.3 r2)

( 6E,808)

488
( 2.891)

LZLZLI)

( e81)

( 72,re2)
267.t86

2017
KShs'000

( 60,019)

2,502
821

Cash flows from operating activities

Loss before tax
Adjustrnents tbr;
Depreciation of property and equipment
Amortisation of intangible assets
Write-off of intangible assets and property
and equipment
Exchange loss/(gain) on retranslation of investments
Movements in defined benefit asset
Dividend income on financial assets (unquoted)

Operating loss before changes in operating
assets and liabilities
Changes in operating assets and liabilities
Other assets
Loans and advances to customers
Other liabilities

Cash (used in) gencrated from operating activities

Dividends received
Net taxes (paid)/ refund

Net cash from operating activities

Cash flows from investing activities

Purchase ofproperty and equipment and
work in progress
Purchase of intangible assets and
work in progress

Net cash from investing activities

Net (decrease)/increase in cash and cash equivalents
Cash and cash equivalents at start ofthe year

Cash and cash equivalents at end of the year

2l
22

2,100
450

22
l9
20

8

l0
23)

92s
( 488) ( 466)

( 18,633) ( 56,244)

l3(b)

2t

22

I,189
89,343
9.236

43,524

466
6.468

50.458

( r,4n)

( rs8)

( 1.76e)

48,689
2t8.497

267-186194.994

The notes set out on pages 30 to 72 flonn an integral part of these tinancial staternents.
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IDB CAPITAL LIMITED

NOTES TO TIIE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JIJNE 2018

1. REPORTING

The Company is incorporated as a limited liability company in Kenya under the Kenyan
Companies Act, and is domiciled in Kenya. The address of its registered office is as follows:
l8'r' Floor, National Bank Building, Harambee Avenue, and P.O. Box 44036 - 00100 Nairobi.

2. BASIS OF PREPARATION

(a) Statement of compliance

The financial statements have been prepared in accordance with the lnternational
Financial Reporting Standards (IFRS), the Public Finance Management Act and the
Kenya Companies Act, 2015.

For the Kenyan Companies Act,2015, reporting purposes, the balance sheet is
represented by the statement of financial position and the profit or loss account by the
statement of profit or loss and the statement of other comprehensive income, in these
financial statements.

(b) Basis of measurement

The financial statements are prepared on a going concern basis under the historical cost
basis except where otherwise stated in the accounting policies below:

For those assets and liabilities measured at flair value, fair value is the price that would
be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date. When measuring the fair value of an asset
or a liability, the Company uses market observable data as far as possible. If the fair value
of an asset or a liability is not directly observable, it is estimated by the company using
valuation techniques that maxirnise the use of relevant observable inputs and minimise
the use of unobservable inputs (e.g. by use of the market comparable approach that
reflects recent transaction prices fbr similar items or discounted cash flow analysis).
lnputs used are consistent with the characteristics of the asset/liability that market
participants would take into account.

Fair values are categorised into three levels in a fair value hierarchy based on the degree
to which the inputs to the measurement are observable and the significance of the inputs
to the fair value measurement in its entirety:

- 
Level I fair value measurements are those derived from quoted pnces (unadjusted)
in active markets for identical assets or liabilities.

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

- 
Level 3 fair value measurements are those derived from valuation techniques that
include inputs for the asset or liabitity that are not based on observable market data
(unobservable inputs).

-l'ransfers 
between levels of the fair value hierarchy are recognised by the Company at

the end ofthe reporting period during which the change occurred.
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IDB CAPITAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JIJNE 2018 (CONTTNUED)

2. BASIS OF PREPARATION (Continued)

(c) Going concern

The Company recorded a net loss of KShs 21 .69 million for the year ended 30 June 201 8

(2017 - KShs 60.0 I mi[[ion) and, as of that date the Company had accumulated losses of
KShs 36.59 million (2017 - KShs 14.89 million). The Cornpany's liquidity position is

adequate to cover maturing obligations in the loreseeable future.

On l5't'May 2018, the Kenyan Cabinet approved the rnerger process of three financial
institutions, narnely IDB Capital Ltd, the [ndustrial and Commercial Development
Corporation, and the Tourism Finance Corporation to commence in the 2018/19 financial
year to create the Kenya Development Bank l-td (KDB). The purpose of the merger is
to create a single cross-sector development finance institution with sufficient scale, scope

and resources to play a catalytic role in Kenya's economic development. The
incorporation of KDB wil[ be follorved by the dissolution of the three institutions.

(d) Functional and presentation currency

These tinancial statements are presented in Kenya shillings (KShs), which is also the

Company's functional cunency. Except as indicated, financial information is presented

in Kenya shillings and has been rounded to the nearest thousand.

(e) Use of estimates and judgements

The preparation of financial statements in conformity with IFRSs requires the use of
estimates and assumptions that affect the reported amounts of assets and liabilities and

disclosures of contingent liabilities at the date of financial statenrerlts and the reported

amounts of revenues and expenses during the reporting period. Although these estimates

are based on the directors' best knowledge of current events, actual results may ultimately
differ from those estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions
to the accounting estimates are recognised in the period in which the estirnate is revised

if the revision affects only that period or in the period of revision and future periods if
the revision affects both cunent and future periods.

ln particular information abt'rut sigrrificant areas of estirnation and critical judgements in
applying accounting policies that have the most significant et'tect on the amounts

recognised in the financial statements are described in Note 4.

3. STJMMARY OF SIGNIFICANT ACCOTJNTING POLICIES

The significant accounting policies adopted in the preparation of these Frnancial statements have

been consistentty applied to all the years presented are set out below:

(a) Revenrrerecognition

Revenue is derived substantially from interest earned ttorn loans and advauces to
customers and bank deposits. The interest is recognised only when it cau be reliably
measured and it is probable that the economic benefits associated with the transaction
will tlow to the Cornpany.
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IDB CAPITAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JTJNE 2018 (CONTINUED)

3. SUMIVIARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(a) Revenuerecognition(continued)

The specific revenue recognition policies for interest income, fee income and dividend
income are set out in below:

(i) Net interest income

lnterest income is recognised in the protit and loss account on accrual basis ibr all
interest bearing instrument taking into account the effective yield on the asset.
When loans become impaired, they are written down to their recoverable amount
and interest income is thereafter recognised based on the rate of interest that was
used to discount the future cash flows for the purposes of measuring the
recoverable amount.

(ii) Fee income

Fee and commission relate mainly to transactions and services, which are eamed
as the services are rendered.

(iii) Dividend income

Dividend income is recognised when the shareholder's right to receive payment is
established.

(b) Translation of foreign currencies

On initial recognition, all transactions are recorded in the functional currency (the
currency of the primary economic environment in which the Company operates), which
is Kenya Shillings.

Transactions in foreign currencies during the year are converted into the functional
currency using the exchange rate prevailing at the transaction date. Monetary assets and
liabilities at the balance sheet date denominated in foreign currencies are translated into
the functional ctrrency using the exchange rate prevailing as at that date. The resulting
foreign exchange gains and losses from the settlernent ofsuch transactions and from year-
end translation are recognised on a net basis in the prof,rt and loss account in the year in
which they arise, except for differences arising on translation of non-monetary available-
for-sale financial assets, which are recogrised in other comprehensive income.

(c) Offsetting

Items of assets and liabilities are not ot-fset unless there is a legally enforceable right to
set offand there is an intention to settlc on a net basis, or realise the asset and settle the
liability simultaneously. Items of income and expenses are presented on a net basis only
for gains and losses arising from a group of similar transactions such as foreign exchange
trading activities.

(d) Income taxes

The tax expensc for the period comprises current and deferred income tax. Tax is
recognised in the statement of comprehensive income except to the extent that it relates
to items recognised in other con.rprehensive income or directiy in equity. [n this case, the
tax is also recognised in other cornprehensive income or directly in equity respectively.
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IDB CAPITAL LIMITED

NOTES TO THE FINANCIAL STATEMIiNTS
FOR THE YEAR ENDED 30 JUNE 2018 (CONTTNUED)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(d) Income taxes (continued)

Curreut income tax is the amount of income tax payable on the taxable profit for the year
determined in accordance rvith the relevant tax legislation. The current income tax charge
is calculated on the basis of the tax enacted or substantively enacted at the statement of
financial position date. Management periodically evaluates positions taken in tax returns
with respect to situations in which applicable tax regulation is subject to interpretation. It
establishes provisions where appropriate on the basis of amounts expected to be paid to
the tax authorities.

Deferred income tax is recognised, using the liability method, on temporary differences
arising between the tax bases of assets and liabilities and their carrying amounts in the
financial statements. However, deferred income tax is not accounted for if it arises from
initial recognition of an asset or liability in a transaction other than a business
combination that at the time of the transaction affects either accounting or taxable
profit/loss. Deferred income tax is determined using tax rates (and laws) that have been
enacted or substantively enacted at the statement of financial position date and are
expected to apply when the related deferred income tax asset is realised or the deferred
income tax liability is settled. Deferred income tax assets are recognised orily to the extent
that it is probable that future taxable profits will be available against which the temporary
differences can be utilised.

Deferred income tax assets and liabilities are offset when there is a legally enforceable
right to offset current tax assets against current tax liabilities and when the deferred
income taxes assets and liabilities relate to income taxes levied by the same taxation
authority on either the same taxable entity or ditterent taxable entities where there is an
intention to settle the balances on a net basis.

(e) Share capital

Ordinary shares are recogrused at par value and classified as 'share capital' in equity.
lncremental costs directly attributable to the issue ofordinary shares are recognised as a
deduction from equity net of tax et-fects.

(f) Dividends

Dividends on ordinary shares are recogr.rised as a liability in the year in which they are
declared. Proposed dividends are accounted tbr as a separate component of equity until
they have been declared at an annual general meeting.

(g) Earnings per share

Basic earnings per share ls calculated by dividing protit or loss attributable to ordinary
equity holders of the company (the numerator) by the weighted average number of
ordinary shares outstanding (the denominator) during the period.

Diluted eamings per share is detennined by adjusting the profit or loss attributable to
ordinary equity lrolders of the company and the weighted average number of ordinary
shares outstanding tirr the after-tax effect ofall dilutive potential ordinary shares.

11t
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IDB CAPITAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JI.INE 2OT8 (CONTTNUED)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(h) Financialinstruments

O Classiftcation

The Company classifies its financial instruments into the following categories:

(i) Loans and receivables, which comprise non-derivative financial assets with
fixed or determinable payments that are not quoted in an active market, and
exclude assets which the entity intends to sell immediately or in the near term
or those which the entity upon initial recognition designates as at fair value
through profit or loss or as available-for-sale financiai assets.

(ii) Available-for-sale financial assets, which comprise non-derivative financial
assets that are designated as available-for-sale financial assets, and not
classified under any ofthe other categories of financial assets.

(iii) Financial liabilities, which comprise all financial liabilities except hnancial
Iiabilities at fair value through profit or loss.

Financial instruments held during the year were classified as follows:

Demand and term deposits with banking institutions and trade and other
receivables were classif,red as 'loans and receivables';
lnvestments in quoted and non-quoted shares were classified as available-for-
sale financial assets; and
Trade and other liabilities were classified as financial tiabilities.

(i, Recognition and measurement

Financial assets

Al[ financial assets are recognised initially using the trade date accounting which
is the date the cornpany commits itself to the purchase or sale. Financial assets
carried at fair value through profit or losses are initially recognised at fair value
and the transaction costs are expensed in the profit and loss account. All other
categories of financial assets are recorded at the fair value of the consideration
given plus the transaction cost.

Amortised cost is the amount at which the hnancial asset or liabitity is measured
on initial recognition minus principal repayments, plus or minus the cumulative
arnortisation using the effective interest method of any difference between the
initial amount and the maturity amount, and minus any reduction tbr impairment
or collectability.

The Company assesses at each balance sheet whether there is objective evidence
that a financial asset is impaired.

If any such evidence exists, an impairnrent loss is recognised. Impairment loss is
the an.rount by which the carrying arnount of an asset exceeds its recoverable
amount. In the case of held-to-maturity investments and loans and receivables, the
recoverable amount is the present value of the expected future cash flows,
discounted using the asset's effective interest rate.
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IDB CAPITAL LIMITED

NOTES TO TTIE FINANCIAL STATEMENTS
T'OR THE YEAR ENDED 30 JT]NE 2OI8 (CONTINUED)

3. SUMNIARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(h) Financialinstruments(continued)

(ii) Recogttition and ,neasuremerrt - continued

Financial assets - continued

Changes in fair value for available-for-sale financial assets are recognised in other
comprehensive income, except for impairment losses (measured as the difference
between the acquisition cost and the current fair value, less any impainnent Ioss

on that asset previously recognised in protit or [oss), which are recognised in the
profit and loss account. [n the year of sale, the cumulative gain or loss recognised
in other comprehensive income is recognised in the profit or loss account as a

reclassifi cation adjustment.

Fimncial liabilities

All financial liabilities are recognised initially at fair value of the consideration
given plus the transaction cost with the exception of financial liabilities carried at
fair value through profit or loss, which are initially recognised at fair value and the
trarsaction costs are expensed in the profit and loss account. Subsequently, all
financial liabilities are carried at amortised cost using the effective interest method
except for f,rnancial liabilities through profit or loss which are carried at fair value.

Derecognition

Financial assets are derecognised rvhen the rights to receive cash flows from the
investrnents have expired or the Cornpany has transferred substantially all risks and
rewards of ownership.

Financial liabilities are derecognised only when the obligation specitied in the
contract is discharged or cancelled or expire.

O.ffserting

Financial assets and financial liabilities are offset and the net amount reported in
the balance sheet only 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.

(i) Leases

Leases of assets where a signiticant proportion of the risks and rewards of ownership are
retained by the lessor are classifted as operating leases. Payments made under operating
leases are charged to the profit and loss account on a straight line basis over the lease
period.

1'tre Cornpany has not entered into any finance leases. either as lcssor or lessee
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IDB CAPITAL LIMITED

NOTES TO'I'tIE FINANCIAL S'['ATEMEN'TS
FOR TTII.] YEAR ENDED 30 JTINIi 2018 (CONTTNUED)

3. SUNILARYOI, SIGNIFICAN'I'ACCOIINTINGPOLICIES(Continued)

(j) Post-employmcntbenefitobligations

(i) Defined beneJit scheme

The asset/liability recognised in the balance sheet in respect olthe defined benet'it
schenle is the present value ofthe deftned benetit obligations at the balance sheet
date less the tair value of the plan assets. Thc detined obligation is calculated
annually by independent actuaries using the projected unit credit method. The
prescnt value ol the defincd benefit obligation is determined by discounting the
estimated future cash flows using interest rates ol high-quality corporate bonds that
are denominated in the functional currency in which the bcnehts will be paid,
and that have temrs to rxaturity approxinrating to the terms of the related pension
liability.

The [ollowing components of defined benefit cost are included in profit or loss:

- 
'the service cost o[ the defined benetit plan (comprising current seryice costs,
past service costs (including curtailment gains or losses) at any gain or loss
settlement).

- 
The net interest on the net defined benet-rt liability/asset.

Re-measurements ofl the net detined liabilityiasset are recognised in other
comprehensive income, with no reoiassification to prot-rt or loss in a subsequent
period. Re-measurements comprise actuarial gain/loss and the return on plan
assets, excluding amounts included in net interest ot1 the net defined benet-rt
liability/asset.

With effective -llst Decetuber 20ll the schenre closed to new entrants. Member
aged below 45 years as at J1 December 2011 ceased accrual in the scheme as at
this date. In addition, mernbers above 45 years lud the option to continue accruing
benefits in the scheme but all active members abtrve 4-s years opted to join the ncw
dehned contribution arrangement ar.rd therefore fi.rture accrual in the scheme ceased
with eff'ect fron.r I January 2012. This change in thc arrangement has triggered a

cuftailureut under IAS 19, the irnpact o[which has been determined and retlected
in Note 20.

(iil Statutory defined contribution plan

The company also contributes to a statutory dellned contribution pension scheme,
the National Social Security Fund (NSSF). Contributions are by the requirements
ollocal statute and are currently limited to KShs 200 per employee per month. Tl're
Company's contributions to the above schemes are charsed to protit or loss ilt the
year to which they relate.

(iiil Terminatiott benelits

Termination benefits are recognised as an expense when the (--ornpany is

demonstrably c'ornmitted, without realistic possibility o1'withcirawal, to a fbnual
detailed plan to either tenninatc entployrucnt brrtbrc the nonnal rctirement date. or
to providc ternrination benctjts as a result of an ofter tnade to erlcourage voluntary
redunclancy. Tcnnination bcncfits for voluntary redundancies are recognised as an
expense if the Company has urade an offer encouraging voluntary rcdurrclancy. it
is probable that the off'er lvill be acccptctl, and the nurrrbcr ol acccptances can be
estinrated reliahly
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IDB CAPITAL LIMITED

NOTES TO TIIE FINANCIAL STATEMENTS
FOR TIIB YEAR ENDED 30 JUNE 2018 (CON

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

CI) Post-employmcntbenefitobligations(continued)

(iv) Short term employee benefits

Employees' entitlements to annual leave are clmrged to the profit or loss as they
tall due. A liability is recognised for the amount to be paid for the annual leave
days outstanding and short term cash bonus plans if the Company has a present
legal or constructive obligation to pay this amount as a result of past service
provided by the employee and the obligation can be estinuted reliably.

(v) Gratuity

Employees on contract terms are entitled to a gratuity of 3l% of their basic salary
and is payable after successful completion of the contract. The gratuity accrual is
charged to the protit or loss on a monthly basis.

(k) Property and equipment

All categories of property and equipment are initially recognised at cost and subsequently
carried at cost [ess accumulated depreciation and accumulated impairment losses. Cost
includes expenditure directly attributable to the acquisition of the assets. Computer software,
including the operating system, that is an integral part of the re lated hardware is capitalised
as part of the computer equipment..

Subsequent costs are included in the asset's carrying amount or recognised as a separate
asset, as appropriate, only when it is probabte that future economic benetits associated with
the item will flow to the Cornpany and the cost of the item can be measured reliably. Repairs
and rnaintenance expenses are charged to the profit and loss account in the year in u,hich
they are incurred.

Depreciation is calculated using the straight line rnethod to write down the cost of each asset

to its residual value over its estimated useful life using the lollowing annual rates:

Fumiture and fittings
Computers, copiers and faxes (under office equipment)
Computers hardware - server (under office equipment)
Mobile devices
Otfice equipment - others
Furnishings (other assets)
Motor vehicles

Rate %o

12.50
25.00
12.50

50.00
12.s0
12.50
20.00

The assets'residual values and useful lives are rcviewed, and adjusted ifappropriate, at each
balance sheet date. Capital work in progress represents assets that are under construction or
that are not irnmediatety avaiiable for use and are not depreciated but reviewed for
impairment.

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

NO'TES TO THE FINANCIAL STATENIENTS
FOR THI.] YE )

3. SUMMARY OF SIGNIFICANT ACCO{"TNTING POLICIIi,S ((fontittued)

(l) lntaugible assets

Software license costs and cornputer software that is not an integral part of the related

hardwarc are initially recognised at cost, artd subsequently carried at cost less

accumulated amortisation and accumulated impaimrent losses. Costs that are directly
attributable to the production of identifiable computer sofiware products controlled by
the Company are recognised as intangible assets. Amortisation is calcuiated using the

straight line method to write down the cost of each license or item of software to its
residual value over its estimated useful lif'e ol trve years. Capital work in progress

represents assets that are not immediately available ftrr use and are not amt'rrtised but
reviewed for impairment.

(m) Impairnrent of non-financial assets

The carrying amounts o[ the Company's non-finartcial assets are reviewed at eacll
financial reporting date to determine whether there is any indication of impairment. [f
any such indication exists then the asset's recoverable amount is estimated.

An impaimrent loss is rocognised if the carrying anrourlt of an asset or its cash-generating
unit exceeds its recoverable amount. A cash-generating unit is the srnallest identifiable
asset group that generatcs cash inflows that largely are independent from other assets and
groups. Impairment losses are recognised in profit or loss. Impairment losses recognised
in respect of cash-generating ur.rits are allocated t-irst to reduce the carrying amount of
any goodwill allocated to the units and then to reducc the carrying arnount of the other
assets in the unit (group oI units) on a pro-rata basis. ['he recoverable amount oI an asset

or cash-generating unit is the greater ofits value in use and its fair value less costs to sell.
ln assessing value in use, the estimated future cash flows are discounted to their present

value using a pre-tax discount rate that reflects current market assessments ol the time
value olnroney and the risks specitic to the asset.

(n) Cash and cash equivalents

Cash and cash equivalents tbr the purposes of the staten.rent olcash flows comprise cash

in hand, balatrces u,ith maturities of three rnonths or less [rom the date of acquisition that
are readily convcrtible to k:nown arnounts oIcash antl which are subject to an insignificant
risk of changes in value, trcasury bills and other eligiblc bills. arnounts due from banks.

(o) Provisions

Provisions are recogniset-l rvhcn the Company has a prcserlt legal or coustutctive
obligation as a result oIpast events, for rvhich it is probable that au outt'low oleconouric
benefits rvill be rerluired to settle the obligation, and a reliable cstinrate can be nrado ol
the amount ot'the obligation.

(p) Contingentliabilities

Letters olcredit, acceptances. {uarar}tees and pertbnnartce bontls are accounted tbr as ol't'

balance street transactions and disclosed as contingent liabilities. Estimates of thc
outcorlre and of the tlnanciaI eff-ect of contingeut liabilities is made by the managenieut

basccl on the inlbnnirtion availablc up to thc tlatc tlic llrurncial statcrrlcnts arc aplrroved
for issue by the directors. Any cxpcctecl loss is chargccl to the protit aud loss account in
the year in which it is clu-tenniut--d
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IDB CAPITAL LIMITED

NOTES TO TIIE FINANCIAI STATEMENTS
FOR THE \TAR ENDED 30 JUNE 2OI8 (CONTINUED)

3. SUMMARY OF STGNIFICANT ACCOUNTING POLICIES (Continued)

(q) Comparatives

Where necessary, the cornparative f,rgures havc been adjusted, regrouped or reclassified
to conform to current year presentation.

(r) New standards, amendments and interpretations

(i) New standards, amendments and interpretations effective and adopted during
the year

The Company has adopted the tbllowing new standards and amendments during
the year ended 30 June 2018, including consequential amendments to other
standards with the date of initial application by the Cornpany being I lanuary 2017.

The nature and effects ofthe changes are as explained here in.

New standard or amendments Effective for annual
periods beginning

on or after
Disclosure Initiative (Amendments to IAS 7) I January 2017
Recognition of Deferred Tax Assets for
Unrealised Losses (Amendments to I.AS l2) I January 2017

- 
Disclosure Initiative (Amendments to IAS 7)

The amendments in Drsclosure Initiative (Amendrnents to IAS 7) come with the
objective that entities shall provide disclosures that enable users of tlnancial
statements to evaluate changes in liabitities arising tiom hnancing activities.

The lnternational Accounting Standards Board (I.ASB) requires that the
following changes in liabilities arising fiom tinancing activities are disclosed
(to the extent necessary): (i) changes from financing cash flows; (ii) changes
arising from obtaining or losing control ofsubsidiaries or other businesses; (iii)
the effect ofchanges in foreign exchange rates; (iv) changes in fair values; and
(v) other changes.

The amendments in Disclosure Initiative (Amendments to IAS 7) come with the
objective that entities shall provide disclosures that enable users of financial
statements to evaluate changes in liabilities arising from financing activities.

The lnternational Accounting Standards Board (IASB) requires that the
following changes in liabilities arising fron.r financing activities are disclosed
(to the extent necessary): (i) changes frorn t-rnancing cash t)ows; (ii) changcs
arising from obtaining or losing control ofsubsidiaries or other businesses; (iii)
the ettect ofchanges in foreign exchange rates; (iv) changes in fair values; and
(v) other changes.

The IASB defines liabilities arising tiom financing activities as liabilities "for
which cash flows were, or tuture cash tlows u,ill be, classified in the statement
of cash tlows as cash flows from financing activities". It also stresses that the
nerv disclosure requirements also relate to changes in financial assets if they
meet the same de tinition.
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IDB CAPITAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JI.INE 2OT8 (CONTINUED)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(r) New standards, amendntents and interpretations (continued)

O New standards, amendments and interpretatiotts effective and adopted during
the year - continued

- 
Disclosure Initiative (Amendments to IAS 7) - continued

The amendments state that one way to fulfil the new disclosure requirement is

to provide a reconciliation between the opening and closing balances in the

statement of financial position for liabilities arising from financing activities.

Finally, the amendments state that changes in liabilities arising from financing
activities must be disclosed separately from changes in other assets aud
liabilities.

The amendments apply for annual periods beginning on or after I January 201 7

and early application is permitted.

The adoption of these changes did not have a significant impact on the
financial statenlents of the Company.

- 
Recognition of Deferred Tax Assets for Unrealised Losses (Amendments to IAS
t2)

The amendments in Recognition of Deferred Tax Assets for Unrealised Losses

clarify the following aspects:

. Unrealised losses on debt instruments measured at fair value and measured
at cost for tax purposes give rise to a deductible temporary difference
regardless of whether the debt instrument's holder expects to recover the
carrying amount of the debt instrument by sale or by use.

. The carrying amount of an asset does not limit the estimation of probable
future taxable profits.

r Estimates for future taxable profits exclude tax deductions resulting from
the reversal of deductible temporary differences.

t An entity assesses a deferred tax asset in combination with other deferred
tax assets. Where tax law restricts the utilisation of tax losses, an entity
would assess a deferred tax asset in combination with other deferred tax
assets of the same type.

The standard was effective for annual periods beginning on or after I January
2017 with early application permitted. As transition relief, an entity may
recograise the change in the opening equity of the earliest comparative period
in opening retained eamings on initial application without allocating the
change between opening retained earnings and other components of equity.
The Board has not added additional transition relief for first-time adopters.

The adoption of these changes did not have a significant impact on the

financial statements of the Company.
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IDB CAPITAL LIMITED

3.

NOTES TO THE FINANCIAI, STATEMENTS
FOR THE YEAR ENDED 30 JTJNE 2018 (CONTTNUED)

SLJMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(r) Nerv standards, amendments and interpretations (continued)

(i) New standards, amendnrcnts and interpretations effective and adopted during
the year - corttinued

- Annual improventents cycle (2014 - 2016)

Standard Amendments
TFRS 12 Disclosure of Interests in Other Entities

Clarihes that the disclosure requirements for interests in
other entities also apply to interests that are classified as

held tbr sale or distribution.

The adoption of these changes did not have a significant impact on the
hnancial slatements of the Company.

(ii) New standards, amendments and interpretdtions in issue but ,tot yet eflbctive
for the lsay ended 30 June 2018

A number of new standards, amendments to standards and interpretations are not
yet effective for the year ended 30 June 2018, and have not been applied in
preparing these fi nancial statements.

The Company does not plan to adopt these standards early. These are summarised
below:

New standard or amendments Effective for annual
periods beginning on

or after

- IFRS l5 Revenue from Contracts with Customers I January 2018

- IFRS 9 Financial lnstruments (2014) t Januarv 2018

- Classitication and Measurenrent of Share-based
Payment Transactions (Amendments to IFRS 2)

I January 2018

- Applying IFRS 9 Financial lnstruments with IFRS
4 lnsurance Contracts (Amendments to IFRS 4)

I January 2018

- IFRIC 22 Foreign Currency Transactions and
Advance Consideration

I January 2018

- IAS 40 Transfers of [nvestment Property I January 2018

- IFRS 16 Leases I January 2019

- IFRIC 23 Income tax exposures I January 2019

- IFRS 9 Prepayment Features with Negative
Compensation

I January 2019

- IAS 28 Long-tcrm Interests in Associates and Joint
Ventures

I January 2019

- IFRS 17 [nsurance contracts I January 2021

- Sale or Contribution of Assets between an Investor
and its Associate or Company (funendments to
IFRS l0 and I"AS 28).

To be determined

- Annual improverrrents cycle (2014 - 2016) -
various standards

I January 2018

I January 2019- fuutual improvements cycle (2015 - 201 7) -
various standards
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IDB CAPITAL LIMITED

NOTES TO THE FINANCI4.L STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2OI8 (CONTINUED)

3. SIGNIFICANTACCOIINTINGPOLICIES(Continued)

(r) New standards, amendments and interpretations (continued)

(ii) New standards, amendments and interpretations in issue but not yet effective for
lhe year ended 30 June 2018 - continued

IFRS I5 Revenue from Contracts with Customers

This standard replaces LAS ll Construction Contracts, IAS 18 Revenue,
IFzuC 13 Customer Loyalty Programmes, IFRIC 15 Agreements for the
Construction of Real Estate, IFRIC l8 Transfer olAssets from Customers and
SIC-31 Revenue - Barter of Transactions Involving Advertising Services.

The standard contains a single model that applies to contracts with customers
and fwo approaches to recognising revenue: at a point in time or over time.
The standard specifies how and when an IFRS reporter will recognise revenue
as well as requiring such entities to provide users of hnancial statements with
more infonnative, relevant disclosures.

The standard provides a single, principles based five-step model to be applied
to all contracts with customers in recognising revenue being: Identify the
contract(s) with a customer; identify the performance obligations in the
contract; determine the transaction price; Allocate the transaction price to the
performance obligations in the contract; and recognise revenue when (or as)
the entity satisf,res a perforrnance obligation.

IFRS 15 is effective for annual reporting periods beginning on or after I
January 2018, with early adoption permitted. Management is currently
evaluating the impact of the new standard to the Company's financial
statements.

- 
IFRS 9: Financial Instruments (2014)

On 24 July 2014 the I-ASB issued the final IFRS 9 Financial lnstruments
Standard, which replaces earlier versions of IFRS 9 and completes the IASB's
project to replace IAS 39 Financial lnstruments: Recognition and
Measurement.

This standard introduces changes in the measurement bases of the hnancial
assets to amortised cost, fair value through other comprehensive income or fair
value tluough profit or loss.

Even though these measurement categories are similar to IAS 39. the criteria
for classification into these categories are significantly different. In addition,
the IFRS 9 impairment model has been changed from an "incurred [oss" model
from IAS 39 to an "expected credit loss" model. The standard is eft'ective for
armual period beginning on or after I January 2018 with retrospective
application, early adoption pemritted.

ln response to this management has discussed and agreed on a number of
interventions to respond to the likely impact of IFRS 9 Implementation. These
interventions include strengthening loan origination to ensure that only quality
loans are granted, revamping the securitization process to ensure adequacy of
securities taken and boosting recovery efforts tbr current non-performing
loans.
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IDB CAPITAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JI.INE 2018 (CONTINUED)

3. SIGNIFICANTACCOIINTINGPOLICIES(Continued)

(r) Nerv standards, amendments and interpretations (continued)

(ii) New standards, amendments and intcrprclations in issue but not yet effective for
thc year ended 30 rtrne 2018 - continued

- 1FR.S 9: Financial Instruments (20 l4) - continued

The institution has reorganised the credit function with the credit
administration and back office functions being undertaken by the accounts and
finance department, the receiverstrips being handle by tegal department, which
has released the credit department to deal with the core credit function
pertaining to loan appraisal and monitoring.

The directors have estimated that the impact of IFRS 9 could be up to 40%
increase in impaimrent of loans and advances.

- Classification and Measurement of Share-based Payment Transactions
(Amendments to IFRS 2)

The following clarifications and amendrnents are contained in the
pronouncement:

Accounting for cash-settled share-based payment transactions that
include a per/bnnance condition

Up until this point, IFRS 2 contained no guidance on how vesting
conditions affect the fair value of liabilities for cash-settled share-based
payments. [ASB has now added guidance that introduces accounting
requirements for cash-settled share-based payments that follows the same
approach as used tbr equity-settled share-based payments.

I

Classificatiotr of share-based payment transactions with net settlement

features

IASB has introduced an exception into IFRS 2 so that a share-based
payrnent where the entity settles the share-based payment arrangement net
is classified as equity-settled in its entirety provided the share-based
payment would have been classified as equity-settled had it not included
the net settlement feature,

Accotutting for modiJications of share-based payment trantdctions .from
cash-settled to eq ttity-settled

Up until this point, IFRS 2 did not specitically address situations where a
cash-settled share-based paynlent changes to an equity-settled share-based
payment because of modifications of the tenns and conditions. The LASB
has introduced the tbllowing clarifications:

- On such rnodifications, the original liability recognised in respect of
the cash-settled share-based payment is derecognised and the equity-
settled share-based payment is recognised at the modification date fair
value to the extent services have been rendered up to the rnoditication
date.

- Any difference between the carrying amount of ttre liability as at the
modit-rcation date and the amount recognised in equity at the same date
rvould be recognisecl in protit and loss immediately.
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IDB CAPITAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JTJNE 2OI8 (CONTINUED)

3. SIGNIFICANTACCOUNTINGPOLICIES(Continued)

(r) New standards, amendments and interpretations (continued)

(ii) New standards, amendments anel interpretations in issue but not yet effective for
the year ended 30 June 2018 - continued

- 
Classifcation and Meusurement of Share-based Paynrent Transactions
(Amendments to IFRS 2) - continued

The amendments are effective for arurual periods beginning on or after I
January 2018. Earlier application is permitted. The amendments are to be
applied prospectively. However, retrospective application is allowed if this is
possible without the use of hindsight. If an entity applies the amendments
retrospectively, it must do so for all of the amendments described above.

Tire adoption of these changes will not affect the amounts and disclosures of
the Company's financial statements.

- 
Applying IFRS 9 Financial Instruments with IFRS 4 Insurance Contracts
(Amendments to IFRS 4)

The amendments in Applying IFRS 9 'Financial fnstruments'with IFRS 4
'Insurance Contracts' (Amendments to IFRS 4) provide two options for entities
that issue insurance contracts within the scope of IFRS 4:

an option that permrts entities to reclassify, from profit or loss to other
comprehensive income, some of the income or expenses arising frorn
designated financial assets; this is the so-called overlay approach;
an optional temporary exemption from applying IFRS 9 for entities whose
predominant activity is issuing contracts within the scope of IFRS 4; this
is the so-called deferral approach.

The application of both approaches is optional and an entity is permitted to
stop applying them before the new insurance contracts standard is applied. An
entity applies the overlay approach retrospectively to qualifying financial
assets when it first applies IFRS 9. Application of the overlay approach
requires disclosure of sufficient information to enable users of financial
statements to understand how the amount reclassiflred in the reporting period
is calculated and the effect of that reclassitication on the hnancial statements.
An entity applies the deferral approach for annual periods begiruring on or after
I January 2018. Predominance is assessed at the reporting entity level at the
annual reporting date that immediately precedes I April 2016. Application of
the defenal approach needs to be disclosed together with intbmration that
enables users of financial staterneuts to understand how the insurer qualihed
for the temporary exernption and to conrpare insurers applying the temporary
exemption with entities applying IFRS 9. The deferral can only be made use
of for the three years following I January 2018. Predominance is only
reassessed ifthere is a change iu the entity's activities. The adoption ofthese
changes will not affect the amounts and disclosures of the Company's financial
statements.

t
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3.

NOTES TO THE FINANCIAI, STATEMENTS
FOR THE YEAR ENDED 30 JIJNE 2018 (CONTINUED)

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(r) New standards, amendments and interpretations (continued)

(ii) New standards, omendments and interpretations in issue but not yet elfective
for the year ended 30 June 2018 - continued

- 
IFNC Interpretdtion 22 Foreign Currency Trarusactions and Advance
Consideration

This lntcrpretation applies to a foreign currency transaction (or paft of it) when
an entity recognises a non-monetary asset or non-monetary liability arising
tiom the payment or receipt of advance consideration before the entity
recognises the related asset, expense or income (or part of it). This
Lrterpretation stipulates that the date of the transaction for the purpose of
determining the exchange rate to use on initial recognition ofthe related asset,

expense or income (or part of it) is the date on which an entity initially
recognises the non-monetary asset or non-monetary liability arising from the
payment or receipt ofadvance consideration.

This lnterpretation does not apply to income taxes, insurance contracts and
circumstances when an entity measures the related asset, expense or income on
initial recognition:

(a) at fair value; or
(b) at the fair value ofthe consideration paid or received at a date other than

the date of initial recognition of the non-monetary asset or non-monetary
liability arising from advance consideration (for example, the
measurement of goodwill applying IFRS 3 Business Combinations).

The amendments apply retrospectively for annual periods begiruring on or after
I January 2018, with early application permitted.

The adoption of these changes will not affect the amounts and disclosures of
the Company's financial statements.

- 
Trans.fers of Investment property (Amendntents to IAS 40)

The IASB has amended the requirements in IAS 40 Investment property on
when a company should transfer a propefty asset to, or tiom, investment
property.

The adoption of these changes wilI not at'tect the amounts and disclosures of
the Cornpany's t-rnancial statements.

- /FRS 16: Leases

On [3 January 2016 the IASB issued [FRS 16 Leases, completing the I.ASB's
project to improve the flrnancial reporting of leases. [FRS 16 replaces the
previous leases standard, I-AS 17 Leases, and related interpretations.

IFRS l6 sets out the principles for the recognition, measurenrent, presentation
and disclosure of leases tbr both parties to a contract, i.e. the customer
('lessee') and the supplier ('lessor').

The standard deftnes a lease as a contract that conveys to the custorner
('lessee') the right to use an asset for a penod of time in exchangc tbr
consideration.

An entity assesses whether a contract contains a lease on the basis of whether
the customer has the right to control the use of an identified asset tbr a period
oI time.
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IDB CAPITAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2018 (CONTINUED)

3. SIGNIFICANTACCOUNTINGPOLICIES(Continucd)

(r) New standards, amendments and interpretations (continued)

(ii) New standards, amendments and interpretations in issue but not yet effective
for the year ended 30 June 2018 - continued

- 
1fR.S 16: Leases - continued

The standard eliminates the classification of leases as either operating leases
or finance leases for a lessee and introduces a single lessee accounting model.
All leases are treated in a similar way to finance leases.

Applying that model signihcantly affects the accounting and presentation of
leases and consequently, the lessee is required to recognise:

(a) assets and liabilities for all leases with a term of more than 12 months,
unless the underlying asset is of low value. An entity recognises the
present value of the unavoidable lease payments and shows them either
as lease assets (right-of-use assets) or together with property, plant and
equipment. If lease payments are made over time, an entity also
recognises a f,tnancial liability representing its obligation to make future
lease payments.

(b) depreciation of lease assets and interest on lease liabilities in prof,rt or loss
over the lease term; and

(c) separate the total amount of cash paid into a principal portion (presented
within financing activities) and interest (typically presented within either
operating or flrnancing activities) in the statement of cash flows.

IFRS l6 substantially carries forward the lessor accounting requirements in
IAS 17. Accordingly, a lessor continues to classify its leases as operating
leases or finance leases, and to account fbr those two types of leases
differently. However, compared to IAS 17, IFRS 16 requires a lessor to
disclose additional information about how it manages the risks related to its
residual interest in assets subject to leases.

The standard does not require an entity to recognise assets and liabilities for:

(a) sho(term [eases (i.e. leases of 12 months or less) and;
(b) leases of low-value assets

The new Standard is effective tbr arurual periods beginning on or after I
January 2019. Early application is permitted insofar as the recently issued
revenue Standard, IFRS 15 Revenue from Contracts with Customers is also
applied.

Management is currently evaluating the impact of the new standard to the
Company's financial statements.

- 
IFRIC 23 Clari/ication on accountingfor Income tax exposures

IFRIC 23 clarifies the accounting for income tax treatments that have yet to be
accepted by tax authorities, whilst also aiming to enhance transpareltcy.

IFRIC 23 explains how to recognise and measure deferred and current income
tax assets and liabilities where there is uncertainty over a tax treatment.
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3.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JIJNE 2018 (CONTINUED)

SIGNIFICANT ACCOTJNTING POLICIES (Continued)

(r) New standards, amendments and interpretations (continued)

(ii) New standards, omendments and interpretations in issue but not yet effective
for the year ended 30 June 2018 - contirrued

- IFRIC 23 Clarification on accountingfor Income tax exposures - contintred

An uncertain tax treatment is any tax treatment applied by an entity where
there is uncertainty over whether that treatment will be accepted by the tax
authority.

If an entity concludes that it is probable that the tax authority will accept an
uncertain tax treatment that has been taken or is expected to be taken on a tax
return, it should determine its accounting for income taxes consistently with
that tax treatment. If an entity concludes that it is not probable that the
treatment will be accepted, it should reflect the ef fect of the uncertainty in its
income tax accounting in the period in which that determination is made.
Uncertainty is ret'lected in the overall measurement of tax and separate
provision is not allowed.

The entity is required to measure the impact of the uncertainty using the
method that best predicts the resolution of the uncertainty (that is, the entity
should use either the most likely amount method or the expected value method
when measuring an uncertainty).

The entity will also need to provide disclosures, under existing disclosure
requirements, about;

(a) judgments made;
(b) assumptions and other estimates used; and
(c) potential impact of uncertainties not reflected.

- 
Prepaynrcnt Featw'es with Negative Conrpensation (Amendntents to IFRS 9)

The amendments clarify that financial assets containing prepayment t'eatures
with negative cornpensation can now be measured at amortised cost or at fair
value through other comprehensive income (FVOCD if they meet the other
relevant requirements of IFRS 9.

Management is currerrtly evaluating the irnpact of the new standard to the
Cornpany's t-rnancial statements.

The arnendments apply for annual periods beginning on or after I January 2019
with retrospective application, early adoption is pemritted.

- 
Long-term Interests in Associtttes and Joint Venture.g (Arnendment to IAS 28)

The aurendrnents clarify that atr entity applies IFRS 9 to long{erm interests in
an associate and joint venture that form part of the net investnrent in the
associate or joint venture but to which the equity method is not applied.
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IDB CAPITAL LIMITED

NOTES TO THE FINANCIA.L STATEMENTS
FOR TIIE YEAR ENDED 30 JUNE 2018 (CONTINTIED)

3. SIGNIFICANTACCOTINTINGPOLICIES(Continued)

(r) New standards, amendments and interpretations (continued)

(ii) New standards, amendments and interpretations in issue but not yet effective

for the year ended 30 June 2018 - continued

- 
Long-tenn Interests in Associales and Joint Ventures (Amendment to IAS 28)

- continued

The adoption of these changes will not affect the amounts and disclosures of
the Company's financial statements.

The amendments apply for annual periods beginning on or after I January
2019. Early adoption is permitted.

- 
IFR.S 17 Insurance Contracts

IFRS 17 lnsurance Contracts sets out the requirements that an entity should
apply in reporting information about insurance contracts it issues and
reinsurance contracts it holds. An entity shall apply IFRS l7lnsurance
Contracts to:

(a) insurance contracts, including reinsurance contracts, it issues;
(b) reinsurance contracts it holds; and
(c) investment contracts with discretionary participation features it issues,

provided the entity also issues insurance contracts

IFRS 17 requires an entity that issues insurance contracts to report them on
the statement of financial position as the total of:

(a) the fulfilment cash flows-{he current estimates of amounts that the entity
expects to collect from premiums and pay out for claims, benefits and
expenses, including an adjustment for the timing and risk of those
amounts; and

(b) the contractual service margin-the expected profit for providing
insurance coverage. The expected profit for providing insurance coverage
is recognised in profit or loss over time as the insurance coverage is
provided.

IFRS 17 requires an entity to recognise profits as it delivers insurance
services, rather than when it receives premiums, as well as to provide
infonnation about insurance contract profits that the colnpany expects to
recognise in the future. IFRS 17 requires an entity to distinguish between
groups of contracts expected to be profit making and groups of contracts
expected to be loss making. Any expected losses arising from loss-making,
or onerous, contracts are accounted for in profit or loss as soon as the
company determines that losses are expected. IFRS l7 requires the entity to
update the fuIfilment cash flows at each reporting date, using current
estirnates of the amount, timing and uncertainty of cash flows and of discount
rates. The entity:
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NOTES TO TIIE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2018 (CONTINUED)

3. SIGNIFICANTACCOUNTINGPOLICIES(Continued)

(r) Nerv standards, anrendments and interpretations (continued)

(iil Ne*,standards, amendntents and interpretations in issue but not yet effective

for the year ended 30 June 2018 - contirrued

- 11tr'R,S 17 Insurance Contracts

(a) accounts for changes to estimates of future cash tlows from one reporting
date to another either as an amount in profit or loss or as an adjustment to
the expected profit for providing insurance coverage, depending on the
type ofchange and the reason for it; and

(b) chooses where to present the effects of some changes in discount rates-
either in profit or loss or in other comprehensive income.

IFRS l7 also requires disclosures to enable users of tinancial statements to
understand the amounts recognised in the entity's statement of financial
position and statement ofprofit or loss and other cornprehensive inconte, and

to assess the risks the company faces from issuing insurance contracts.

IFRS 17 replaces IFRS 4 lnsurance Contracts. trRS 17 is effective for
tinancia[ penods commencing on or after I January 2021. An entity shall
apply the standard retrospectively unless impracticable. A company can
choose to apply IFRS l7 before that date, but only il it also applies IFRS 9

Financial lnstruments and IFRS l5 Revenue from Contracts with Customers.

The adoptiorr of these changes will not affect the amounts and disclosures of
the Cornpany's fi nancial statements.

- 
Sale or Contribtttion of Assets betv,een an Investor and its Associate or
Company (Amendments to IFRS l0 ancl IAS 28)

The amendments require the full gain to be recognised when assets transferred
between an investor and its associate or company meet the detinition of a

'business' under IFRS 3 Business Combinations. Where the assets transferred
do not meet the definition of a business, a partial gain to the extent of
unrelated investors' interests in the associate or corrlpany is recogrised. The
definition of a business is key to determining the extent of the gain to be

recognised.

The effective date for these changes has now been postponed until the
completion crIa broader review.

The adoption of these changes will not affect the amounts and disclosures of
the Cornpany's financial statenlents.

- 
,4nnuul iruprovernent.t cycle (20I 4 - 20l6) - various sldtklordr

IFRS I First- Outdated exemptions ftrr flrrst-tinre aclopters ol IFRS are

time Adoption rernoved. The an.rendments apply prospectively for arurual

AmendnrentsStandard

of IFRS periods on or after I J 2018
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NOTES TO THE FINA}{CIAL STATEMENTS
FOR THE YEAR ENDED 30 JI.INE 2018 (CONTINUED)

3. SIGNIFICANT ACCOTINTING POLICIES (Continued)

(r) New standards, amendmcnts and interpretations (continued)

(i, New standards, amendments and interpretations in issue but not yet effective

for the year ended 30 June 2018 - continued

- Annual improvements cycle (201 4 - 201 6) - various standards - continued

Standard Amendments
IAS 28
Investments in
Associates and
Joint Ventures

A venture capital organisation, or other qualifying entity,
may elect to measure its investments in an associate or joint
venture at fair value through profit or loss. This election can

be made on an investment-by-investment basis.

A non-investrnent entity investor may elect to retain the fair
value accounting applied by an investment entity associate
or investment entity joint venture to its subsidiaries. This
election can be made separately for each investment entity
associate or joint venture. The amendments apply
retrospectively for annual periods beginning on or after I
January 2018; early application is permitted.

The adoption of these amendments is not expected to affect the amounts and
disclosures of the Company's financial statements.

- 
Annual improvements cycle (2015 - 2017) - various standards

The amendnrents are effective for annual reporting periods begiruring on or
after I January 2019 with earlier application permitted. Management is

assessing the impact of thc adoption of these amendments in the amounts and
disclosures of the Company's financial statements.

s0l

Standard Amendments
IFRS 3
Business
Combinations
and IFRS ll
Joint
Arrangements

Clarifies how a company accounts for increasing its interest
in a joint operation that meets the defirution of a business:

- tf a party maintains (or obtains) joint control, then the
previously held interest is not remeasured.

- If a party obtains control, then the transaction is a

business combination achieved in stages and the
acquiring party remeasures the previously held interest
at fair value.

IAS 12 lncome
taxes

Clarifies that all income tax consequences of dividends
(including payments on financial instruments classified as

equity) are recognised consistently with the transactions that
generated the distributable prohts - i.e . in profit or loss, OCI
or equity.

IAS 23
Borrowing
costs

Clarifies that the general borrowings pool used to calculate
eligible borrowing costs excludes only borrowings that
specifically finance qualifuing assets that are still under
development or construction. Borrowings that were
intended to specifically finance qualifying assets that are

now ready for their intended use or sale - or any non-
qualifying assets - are included in that general pool. As the

costs of retrospective application might outweigh the
benefits, the changes are applied prospectively to borrowing
costs incurred on or after the date an entity adopts the
amendments.



IDB CAPITAL LIMITED

4.

NOTES TO THE FTNANCIAI, STATEMENTS
FOR TIIE YEAR ENDED 3 JT.JNE 20I8 (CONTTNUED)

SIGNIFICANT JI.'DGEMENTS AND KEY SOURCES OF ES'I'IMATTON
T.INCERTAINTY

The Directors are responsible for selecting and disclosure of thc Company's criticaI accounting
policies and estimates and the application of these policies and estin-rate s.

(a) Critical accounting estimates and assumptions

The Company makes estimates and assumptions concerning the future. The resulting
accounting estimates will, by detinrtion, seldorn eclual the related actual results. The
estimates and assumptions that have a significant risk of causing a n-raterial adjustment
to the carrying amounts ol assets and liabilities within the next f-rnancial year are
addressed below:

(i) .Allow,ance for credit losses

Assets accounted for at amortised costs are evaluated tbr impairment on a basis
described in accounting policy. The specific conlponerlr of total allowances tbr
impairment applies to loans and advances evaluated individually tbr impairment
and are based upon management's best estimate of the present value of cash flows
that are expected to be received. [n estimating these cash flows, management nrakes
judgenrents about a debtor's financial situation and the net realizable value ofany
underlying collateral. Estimate of cash flows considered recoverable are
independently approved by the Credit Risk cornmittee.

Collectively assessed impaired allowances cover credit losses inherent in portfolios
of loans and advances with similar economic characteristics when there is objective
evidence to suggest that they contain impaired loans and advances but the
individual impaired iterns carurot yet be identified. In considering the collective
loan loss allowances, rnanagement considers the historical loan loss rate and the
ernergence period. The accuracy of the allowance depends on how well these
estimate future cash flows for specific debtor's allowances and the model
assumptions and parameters used in detennining collective allowances.

(ii) Carrying value of unquoted equity investntents

Unquoted equity investnlents, are stated at cost in accordance with the Company's
accounting policy, and where the carrying amount (cost) is less than the fair value,
the unquoted investmerrts are impaired.

(iii) Ta-vatiorr

Judgement is required in detemrining the provision fbr income taxes due to the
cornplexity of legislation. fhere are many transactions and calculations for rvhich
ultimate tax detemtination is unce(ain during the ordinary course of business. The
Company recog'nises Iiabilities tbr anticipated tax audit issues based on estimates
ol whether additional taxes rvill be due. Where the tlnal rax outcorne of these
matters is dit-ferent frorn the anrourrts that were initially'recorded, such dif-ferences
will impact the inconre tax and delerred tax provisions in the period in which such
detennination is made.

(i0 Useful lives and residual values o.f property and cquipment

The Comprany tests annually whether the useful li[e ancl residual valr.re ostimates
were appropriate and irr accordance with its accounting pttlicy. Uselul lives and
lesiclual values of property and equipmcr.rt have been determined lrased on previous
expericnce and anticipated disposal values rvhen the assets are tlisposed.
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IDB CAPITAL LIMITED

NOTES TO TIIE FINANCIAL STATEMENTS
FORTHE YEAR ENDED 30 JUNE 2OI8 (CONTINUED)

5. RISK MANAGEMENT OBJECTIVES AND POLICIES

Financial risk management

The Company's activities expose it to a variety of financial risks including credit, liquidity and
market risks. The Company's overall risk management policies are set out by the board and
implemented by the management and involve analysis, evaluation, acceptance and management
of some degree of risk or a combination of risks. Taking risk is core to the lending business,
operational risks and reputational risks are a normal consequence of such a business
undertaking. The Company's aim is therefore to achieve an appropriate balance betwesn risk
and return and minimise potential adverse effects of such risks on the Company's financial
performance.

Risk management framework

The board of directors has overall responsibility for the establishment and oversight of the
Company's risk manageurent framework. The board has established the Asset and Liability
(AI-CO), Credit and Operational fusk committees, which are responsible for developing and
monitoring Company risk management policies in their specified areas. All board committees
have both executive and nonrxecutive members and report regularly to the board of directors
on their activities.

The Company's risk management policies are established to identify and analyse the risks faced
by the Company, to set appropriate risk limits and controls, and to monitor risl<s and adherence
to limits. Risk management policies and systems are reviewed regularly to reflect changes in
market conditions, products and services offered.

The Company, 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 Company's Audit Committee is responsible for monitoring compliance with the
Company's risk management policies and procedures, and for reviewing the adequacy of the
risk managemeut framework in relation to the risks faced by the Company. The Company's
Audit Committee is assisted in these functions by intemal audit. lntemal audit undertakes both
regular and ad-hoc reviews of risk management controls and procedures, the results of which
are reported to the audit committee.

(a) Credit risk

Credit risk is the nsk of financial loss to the Cornpany if a customer or counterparty to a
financial instrument fails to meet its contractual obligations, and arises principally from
Company's loans and advances to customers and investment securities. For risk
ntanagement reporting purposes, the Company considers and consolidates all elements
of credit risk exposure.

The board of directors has delegated responsibility of the management of credit risk to
its Board Credit Committee. A separate entity credit management committee reporting to
the Board Credit Committee is responsible for oversight of the Company's credit risk.
The Company's oredit exposure at the reporting date from financial instruments held or
issued for trading purposes is represented by the fair value of instruments with a positive
fair value at that date, as recorded on the statement of financial position.



IDB CAPITAL LIMITED

NOTES TO THE FTNANCIAL STATEMENTS
FOR THE YEAR ENDEp 30 JtrNE 2018 (CONTN

5. RISK MANAGEMENT OBJECTMS AND POLICIES (Continued)

Risk management framework (continued)

(a) Credit risk - continued

The risk tlmt the counter-parties to trading instruments might default on their obligation
is monitored on an ongoing basis. Il monitoring credit risk exposure, consideration is

given to trading instruments rvith a positive fair value and to the volatility of the fair value
of trading instruments over their remaining life.

To manage the level of credit risk, the Company deals with counter parties o[good credit
standing and when appropriate obtains collateral.

The Company also monitors concentrations of credit risk that arise by industry and type
of customer in relation to the entity's loans and advances to customers by carrying a
balanced portfolio. The Company has no signitrcant exposure to any individual customer
or counter-party.

To determine impairment of loans and advances, the Company assesses whether it is

probable that it will be unable to collect all principal and interest according to the
contractual tenns ofthe loans and advances.

The carrying amount of financial assets represents the maximum exposure to credit risk.
The maximum exposure of credit risk at the reporting date was:

Carrying amourtt:

Loans and advances to customers - net (Note I7(a)
Deposits with financial institution (Note l6)
lnterest receivable on deposits (Note 18)
Cash at bank (Note l5)

2018
KShs'000

526,437
188,974

2,t47
5.971

2017
KShs'000

48t,941
)\1 )\1

819
9920

Total 723.529 749.941

Loans and advances to customers

The maximum exposure to credit risk fronr loans and advances to customers is KShs 526

nullion (2017 - KShs 48 I million), which is 7 3oh of total financial assets (20 I 7 - 64%).

Exposure to credit risk is managed through regular analysis of the ability of borrowers
and potential borrowers to meet interest aud capital repayment obligations and by
changing lending lirnits where appropriate. Exposure to credit risk is also managecl in
part by obtaining collateral against loans and advances in the form of mortgage interests
over property, other registered securities over assets and guarantees. The following
factors are considered when assessing credit risk of loans and advances to custorners:

- Not limited to thc client registered information;

- 
Business plan and feasibility study, and

- Cash flow projections.

q1t



IDB CAPITAL LIMITED

NOTES TO THE FINAJ\CIAL STATEMENTS
T-OR THE YEAR ENDED 30 JLTNE 2018 (CONTINUED)

5. RISK MANAGEMENT OBJECTMS AND POLICIES (Continued)

(a) Credit risk (continued)

Loans and advances to customers - continued

The Company structures the level of credit risk it undertakes by placing linrits on the
amount of risk accepted in relation to one borrower, or groups of borrowers, and to
geographical and industry segments. Such risks are monitored on a revolving basis and
subject to an amuai or more tiequent review, rvhen considered necessary. Limits on the
level ofcredit risk by product and industry sector are approved as and when required by
the credit committee.

The Company monitors default of individual borrowers by using internal rating methods
Loans and advances are graded into the following categories:

_ Nonnal

- 
Watch

- Substandard

- 
Doubtfui

_ Loss

Individually impaired :

Grade 3: Impaired - Substandard
Grade 4: Impaired - Doubtful
Grade 5: Impaired - Loss

Allowance for impainnent

Carrying amount

Collectively impaired :

Grade 2: Watch
Grade l: Normal

2018
KShs'000

12,973
91.649

t6t.t74

2017
KShs'000

2,t33
s8,t32
92.r66

t52,4Jl
( 7s.480)

76.951

406.110

406.770
( 1.774)

404.996

4El,9L7

265,196
(104.886)

160,910

1r5,602
254.162

369-764
( 4.237)Port folio impairment provision

Carrying amount 365.527

Total carrying amount 526,fiL

Impaired loans and securities

hnpaired loarts and securities are loans for which the entity determines that it is probable
that it will be unable to collect all principal and interest due according to the contractual
terms of the loan agreement(s). 'lhese loans are graded 3 (substandard) to 5 (loss) in the
Company's intemal credit risk and grading system.
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NOTES TO THE FINAIICIAI, STATEMENTS
FOR THE YEAR ENDED 30 JI.INE 2OI8 (CONTINUED)

5. RISK MANAGEMENT OBJECTIVES AND POLTCIES (Continued)

(a) Credit risk (continued)

Past due but not impaired loans

These are loans where contractual interest of principal payments are past due but the
Company believes that impairment is not appropriate on the basis of the level of
security/collateral available and/or the stage of collection of amounts owed to it.

Loans with renegoliated ternrs

Loans with renegotiated terms are loans that have been restructured due to the

deterioration in the borrower's hnancial position and where the Company has made

concession that it would not otherwise consider. Once the loan is restructured it remains
in this category independent of satisfactory performance after restructuring.

A llowances fo r impairme nt

The Company establishes an allowance for impairment losses that represents its estimate
of incurred losses in its loan portfolio. The main component of this allowance are a

specilic loss component that relates to individually significant exposures, and a collective
loan loss allowance established for homogeneous assets in respect of losses that have
been incurred but have not been identified on loans subject to individual assessment for
impairment.

Write off policy

The Company writes off a loan balance (and any related allowances for impairment
losses) when the Credit Committee determines that the loans are uncollectible. This
determination is reached after considering information such as the occurrence of
significant changes in the borrower/issuer's financial position such that the
borrower/issuer can r)o longer pay the obligation, or that proceeds from collateral will not
be sufficient to pay back the entire exposure.

Set out bclow is an analysis of the gross and net (of allowances for impairment) amounts
of individually impaired assets by risk grade.

Loans and advances Gross Net
KShs'000 KShs'000

30 June 2018:

Grade 3: Individually irnpaired 12,973 12,973
Grade 4: tndividually impaired 91,649 91,649
Grade 5: Individually impaired 16l.174 56.288

26sJ95 r_60.910

30 June 2017:
Grade 3: Individually irnpaired
Grade 4: Individually irnpaired
Grade 5: Individually impaired

2,133
58, r 32
92.t66 76.951

rstul3l 16-95r

1'he Company holds collaterals against loans and advances to custonrers in the lonn of a

lnortgage interests over property, other registered securities over assets, and guarantees.

The tair value of collateral held asainst impaired ioans is KShs 160.9 million at 30 June

20r8.
ss I__l



IDB CAPITAL LIMITED

NOTES TO TIIE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JTINE 2018 (CONTINUED)

5. RISK MANAGEMENT OBJECTIVES AND POLICIES (Continued)

(b) Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting
obligations associated with financial liabilities. The Company'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 without incurring unacceptable losses or risking damage to
the Company's reputation.

The Company continually assesses liquidity risk by identifying and monitoring changes
in funding required to meet business goals and targets set in terms of the overall
Company strategy. ln addition, the Company holds a portfolio of liquid assets as part of
its liquidity risk management strategy.

The liquidity ratios at the reporting date and during the reporting period (based on month
end ratios) were as follows:

The liquidity ratio at the balance sheet date was: 2018 2017

At 30 June
Average for the year
Highest for the year
Lowest for the year

At 30 June 2018

Financial
liabilities
Ottrer liabilities
Total financial
liabilities

Up to
I month
KShs'00

0

2,872

2,872

l-3
months

9,568

9,568

3-12
months

3,862

t,2l60h
t,23t%
t,6240/0

727%

Total

KShs'000

16,302

__t-q;92

1,t96%
1,208%
t,3650/o

999%

The table below analyses tinancial liabilities into the relevant maturity groupings based
on the remaining period at the balance sheet date to the contractual maturity
date.

KShs'000 KShs'000

l-5
years

KShs'000

At 30 June 2017

Financial
liabilities
Other liabilities 18,529 512 2,573 21,614

Total financial
liabilities 18,529 512 2,573 __ JL,614_

(c) Market risk

Market risk is the risk that the fair value or future cash t'lows of financial instruments will
fluctuate because of changes in nrarket price and arises frorn open positions in interest
rates and foreign currencies, both of which are exposed to general and specitrc market
movements and changes in the level of volatility.
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IDB CAPITAL LIMITED

NOTES TO THE I'INANCTAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2018 (CONTINUED)

5. RISK MANAGEMENT OBJECTIVES AND POLICIES (Continued)

(c) Market risk (continued)

All trading instruments are subject to market risk, the risk that the future changes in
market conditions may make an instrument less valuable or more onerous. The Company
nunages its use of trading instruments in response to changing market conditions.
Exposure to market risk is formally managed in accordance with risk limits set by senior
management and the asset [iability conunittee. The authority for market risk is vested in
the lnvestment Committee. The Company is primanly exposed to interest rate risk and
currency risk.

(i) Interest rate rkk

Tlr.is is the risk of loss from fluctuations in the future cash flows of fair values of
tinancial instruments because of a change in market interest rates. lnterest rate risk
is managed principally through monitoring interest rate gaps. A summary of the
Company's interest rate gap position reflecting assets and liabilities at carrying
amounts, categorised by the earlier of contractual repricing or maturity dates is
shown below:

Effective Interest Non-interest
intercst bearing bearing Total

At 30 June 2018 rate KShs'000 KShs'000 KShs'000
Assets
Cash in hand - 49 49
Bank deposits and balances 9 .0o/o I 88,974 5,97 | 194,945
Loans and advances to
customers 13.0% 438,947 87,490 526,437
Equity investments (unquoted) - 28,745 28,745
Other assets - 4,139 4,139

Ar 30 June 2018

Equity and liabilities
Other liabilities

At 30 June 2018

Interest rate scnsitivity - 2018

At 30 June 2017
Assets
Cash in hand
Bank deposits and balances
Loans and advances to
customers
Equity investments (unquoted)
Current tax recoverable
Other assets

At 30 June 2017

627,921 126,394 754,3t5

16,302 t6,302

16,102 t6,302

627 921 110 92 738,013

663 891 781,827

9
9.9209.100

17.00

257.2s7

406,673

9
267,t77

18t,947
28,928

3 766

75,274
28,928

3 166

930 t|l
Equitl,and liability
Other tiabilities

Ar 30 June 2017

2l 614 2r.6t4

21,6t4 2t,6t4

663,930 96,283 760,2t3Interest rate sensitivity - 2017

sll



IDB CAPITAL LIMITED

NOTES TO THE FINANCIAI STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2OI8 (CONTINUED)

5. RISK MANAGEMENT OBJECTIVES AND POLICIES (Continued)

(c) Market risk (continued)

(i) Interest rate risk - continued

A change of L o/o in interest rates would have increased or decreased profit or loss
by KShs 7,154,102 (2011 - KShs 5,867,730). The Company's operations are
subject to the risks of interest rate fluctuations to the extent that the interest eaming
assets (including investments) and interest bearing liabilities mature or re-price at
different times or in differing amounts. Risk management activities are aimed at
optimising net interest income, given market interest rate levels consistent with the
Company's business strategies.

The Company does not have any significant interest rate risk exposures. An
analysis of the Company's sensitivity to an increase or decrease in market interest
rates on interest bearing assets and liabilities, assuming no asymmetrical
movement in yield curves and a constant financial position is as follows on profit
or loss:

Assets

Cash in hand
Bank deposits and balances
Loans and advances to
customers
Equity investments
(unquoted)
Other assets

Equity and liabilities
Other liabilities

Net interest income
increase/(decrease)
Tax charge at3}Yo

Impact on profit or loss
after tax

2018
Carrying Loh 17o Carrying

amount lncrease Decrease amount
KShs'000 KShs'000 KShs'000 KShs'000

2017
l"h

Increase
KShs'000

Lo

Decrease
KShs'000

188,974

526,437

( 1,890)

(5,264)

1,890

5,264

257,257

329,516

(2,s72)

(3,2e5)

2,572

3,295

28,145
4.t39

28,929
3,766

748.295 (7.154t 7.ts4 619,467 (5.867) 5.867

t6,302 21,6t4

16,302 21,614

(7,t54)
2,r46

7,t54
(2,t46\

(s,867)
1.760

s,867
( r.760)

(5.008) 5.008 (4.107) 4.107

(ii) Currency risk

The Company is exposed to currency risk through transactions in foreign
currencies. The entity's transactional exposure gives rise to ibreign currency gains
and losses that are recognised in the proht and loss account. [n respect ofmonetary
assets and liabilities in fbreign currencies, the company ensures that its net
exposure is kept to an acceptable level by buying and selling foreign currencies at
spot rates when considered appropriate. The table below analyses the currencies to
which the Company is exposed to as at 30 June 2018 and l0 June 2017.
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NOTES TO THE FTNANCIAI STATEMENTS
FOR ]'HE YEAR ENDED 30 JUNE 2OI8 (CONTINUED)

5. RISK MANAGEMENT OBJECTMS AND POLICIES (Continued)

(c) Market risk (continued)

(it) Currency risk - cotttinued

The significant currency positions are detailed below:

At 30 June 2018 USD
KShs'000

Assets
Cash and balances with banks
Equity investment (Afrexim)

Total assets

2t6
l0l

1,317

Liabilities
Other liabilities

Net balance sheet position 7,317

At 30 June 2017

Euros
KShs'000

Total
KShs'000

8 224
7,10 17

8 7,325

8 7,325

Assets
Cash and balances with banks
Equity investment (Afrexim)

Total assets

292
7,287

301
7,287

9

7,579 9 7,s88

Liabilities
Other liabilities

Net balance sheet position 9 7,588

Had the Kenya Shilling weakened by l0% against each currency, with a[[ other
variables held constant, profit or loss before tax would have decreased by KShs
732,500 (2017 - KShs 758,800). If the Kenya Shilling strengthened against each
currency, the effect would have been the opposite.

(d) Operational risk

Operational nsk is the risk of direct or indirect loss arising tiom a wide variety of causes
associated with the entity's processes, persomel, technology and infrastructure, and from
extemal factors other than credit, market and liquidity risks such as those arising from
lega[ and regulatory requirements and generally accepted standards of corporate
behaviour. Operational risks arise from all ofthe entity's operations and are faced by all
business entities.

The Company's objective is to tnanage operational risk so as to balance the avoidance of
financial losses antl damage to its reputation with overall cost effectiveness and to avoid
control procedures that rcstrict initiative and creativity.

The primary responsibility for the developrnent and implementation of controls to
address operational risk is assigaed to senior management within each business unit.

7.579

5qr-- |
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NOI'ES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JTJNE 2018 (CONI'INUED)

5. RISK MANAGEMENT OBJECTMS AND POLICIES (Continued)

(d) Operational risk (continued)

This responsibitity is supported by the development of overall standards for the
management of operational risk in the following areas:

- 
requirements for appropriate segregation of duties, including the independent
authorisation o f transactions

- 
requirements for the reconciliation and monitoring of transactions

- 
compliance with regulatory and other legal requirements

- 
docurnentation ofcontrols and procedures

- 
requirements for the periodic assessment of operational risks faced, and the adequacy
of controls and

- 
procedures to address the risks identified

- 
requirements for the reporting of operational losses and proposed remedial action

- 
developrnent of contingency plans

- 
trairung and professional development

- 
ethical and business standards

- 
risk mitigation, including insurance where this is effective.

Compliance with the entity's standards is supported by a programme of periodic reviews
undertaken by lnternal Audit. The results of lntemal Audit reviews are discussed with
the management of the business unit to which they relate, with summaries submitted to
the Audit Committee and senior management of the Company.

(e) Capital management

The board's policy is to maintain a strong capital base so as to mainlain investor, creditor
and market confidence and to sustain future development of the business. The board of
directors monitors the return on capital, which is defined as the net operating income
divided by total shareholders' equity. The board of directors also monitors the level of
dividends to ordinary shareholders. The Company has no externally imposed capital
requirements.

(0 Compliance and regulatory risk

Compliance and regulatory risk includes the risk of non-compliance with regulatory
requirements. 't'he compliance lunction is responsible fbr establishing and maintaining
an appropriate framework of the entity's cornpliance policies and procedures.
Compliance with such policies and procedures is the responsibility of all managers.

6. INTEREST TNCOME

Interest income on loans
Ilterest income on sta[f loans
Interest income on frxed deposits
[nterest income on nostro accounts

20r8
KShs'000

78,871
2,090

20,652

2017
KShs'000

89,680
592

17,060
4

10r*613

601

xuJ36
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NOTBS TO THE FINANCIAL STATEMENTS
FOR,THE YEAR ENDED 30 JIJNE 2OI8 (CONTINUED)

7. NON-TNTERESTINCOIVTE

8.

9.

2018
KShs'000

Appraisal fees lJ85

OTHER OPERATING INCOME

Dividend income 488

NET IMPAIRMENT LOSSES ON LOANS AND ADVANCES

Net increase in provision charged to profit and
loss account (Nore l7(b)) 3L6.19

OTHER TNCOME

Exchange (loss)/gain ( 195)
Miscellaneous income receipt 2

G__rg:I)
OPERATING EXPENSES

20r7
KShs'000

_L991

466

189

2

___r91

62JIL

10.

ll.

Employee benefits expense:
Employment:
Salaries and wages
Stat-f and other expenses
Staff medical
Staff training
Gratuity
Pension fund
Movement in defined benefit assets through profit or loss

Adnrinistrative expenses:
Non-executive directors' remuneration:

- Fees and allowances
Security expenses
Oftice clcaning and lnaintenancc
Subscriptions
Advertisrng, publicity and donations
lnsurance
Audit f-ees - Auditor-General
Audit fees - KPMG
Overprovision in prior year audit fees

Prof'essional services
Vehicle running and maintenance
Telephone, intenret and postage expenses
'lravel Iing and entertainment

37,864
13,641

4,1 90
1,820
2,050

316

40,214
6,764
6,1 85
1,506
1,391

741
925

Total employment costs s9-881 51JN

The average number of persons employed by the Company during the financial year was 21

(2017 - 2l).6 employees were rnanagement (2017 - 6) and 15 ernployees were non-
management (2017 - l5).

2018
KShs'000

20L7
KShs'000

5,662
574
728

I,130
| .514

362
220

2,200

"7,387

296
1,986
4,586

5,1 90
614
615

t,269
2,040

160
221

) )l)
( 808)
4,128

452
2,014
6,086

6t 
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IDB CAPITAL LIMITED

NO'I'ES TO THE FINANCTAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2018 (CONTINUED)

ll. OPERATINGEXPENSES(Continued)
2018

KShs'000
2017

KShs'000Administrative expenses: (continued)

Printing and stationery
Licenses
Bank charges
Repairs and maintenance
Other expenses

Total administrative expenses

Operating lease expense:
Rent and service charge
Parking fees

Total operating lease expenses

Depreciation and amortisation:
Amonisation of intangible assets

Depreciation and write offs of property and equipment

Total depreciation and amortisation expenses

The following items are included in employee
benefits expense:

Defined contribution scheme
National Social Security Fund

INCOME TAX

(a) lncome tax cxpense

Deferred income tax
Current income tax

Tax expense

349
r62
150

t,037
( 1.661)

25.150

8,333
t.253

_9.586

450
2.700

_3Js0

35J49

8,334
t.253

-9.5EZ

82'7

2.510

_3J32

2017
KShs'000

695
I,154

166

2,41t
4.2t8

t,773
s,662
3,81 I
2,502

821
9,587

r89
_2-4LA

12. LOSSBEFORETAX

(a) Items charged

The following items have been charged in arriving at ioss before tax:
20r8

KShs'000
Directors' remuneration:
- Salary
- Fees and allowances
Employee benefrts expense (Note l2(b))
Depreciation of property and equipment (Note 21)
Amortisation of intangible assets (Note 22)
Operating lease expenses
Net foreign exchange gain
Auditor's remuneration (Auditor-General and KPMG)

(b) Employee bcncfits expenses

9,758
5,1 90
3,763
2,700

450
9,596( re6)

2Ajj

3,701
s6

lJ63

1 75R

53

_l^8tl
l3

621



IDB CAPITAL LIMITED

13.

15.

NOTES TO THE FTNANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2OI8 (CONTINUED)

INCOME TAX (Continued)

(a) Income tax expense (continued)

The tax on the Company's loss before income tax differs from the theoretical amount tl'rat
would arise using the statutory income tax rate as follows:

2018 2017
KShs'000 KShs'000

Loss before income tax (21,693) (60.019)

Tax calculated at a rate of 30o/o ( 6,508) (18,005)
Tax effect of:
Expenses not deductible tbr tax purposes 954 1,055
Income not deductible for tax purposes ( 146) ( 140)
Movement in det'erred income tax through profit or loss
not recognised (note 23) 5.700 17.090

Tax expense __: __:

2Et80

14, EARNTNGS PER SHARE

Basic earnings per share are calculated by dividing the net loss attributable to shareholders by
the weighted average number of shares in issue during the year.

2018 2017
KShs'000 KShs'000

(b) Current tax recoverable

Balance at I July
Withholding rax credit
Tax paid in the year

Balance at 30 June

Cash in hand
Cash at bank

2s,689
2,891

49
5.971

_6,020

32,t57
2,421

( 8.88e)

25.6E9

9

9.9?0

)pE

Net loss attributable to shareholders (KShs'000) (AugD (60-019)

Weighted average number of ordinary shares
in issue during the year ('000) 40501 40501

Basic eamings per share (KShs) (--0,!l) (J4D
There were no potentially dilutive shares outstanding at 30 June 2018 and 30 June 2017. Diluted
eamings per share are therefore the same as basic earnings per share.

2018 2017
CASH AND BANK BALANCES KShs'000 KShs,000

(ri i



IDB CAPITAL LIMITED

NOTES TO THE FINANCTAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2018 (CONTINUED)

I6. DEPOSTTS WITH FTNANCTAL TNSTITUTIONS 2018
KShs'000

2017
KShs'000

1EEJ74 2.57257

The weighted average effective interest rate on placement with banks at 30 June 201 8 was 9%
(2017 - t0%).

17. LOANS AND ADVANCES TO CUSTOMERS

KCB Bank Kenya Limited
Commercial Bank of Africa Limited
Family Bank Limited
National Bank of Kenya Limited
Bank of Africa Kenya Limited
HFC Limited
Equity Bank Kenya Limited
The Co-operative Bank of Kenya Limited
African Export - Import Banli

(a) Loans and advances to customers
Commercial loans
lnterest and other fees receivable
Employee loans

Gross loans and advances to customers
Less: Provision tbr impaired loans and advances
(Note l7(b))

Net loans and advances

(b) Impairment losses on loans and advances

At I July
Increase for impairment charged
to profit and loss account (Note 9)
Recoveries
Write offs

100,449
27,r80

61, r 89
rs6

2018
KShs'000

568,684
40,519
26.357

635,560

(109.r23)

526A17

77,254

3l,619
250

54,000
50,000
45,826
25,000
50,800
6,000

25,472
159

2017
KShs'000

525,894
18,382
14,925

5s9,201

( 77.254)

411.947

2t,276

62,237
200

( 6.4se)

At 30 June r09-u3 J1J54

The provision for impairment has been ascertained by discounting the cash flows
realisable from the sale of securities held on the non-performing loans.

(c) Concentration of risk

Ecortontic sector risk coucentrations within the loans and advances portfolio (gross) are
as tbllows:

641
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JI.JNE 2018 (CONTINUED)

LOANS AND ADVANCES TO CUSTOMERS (Continued)

(c) Concentration of risk (continued)

2018
KShs'000

Manufacturing
Food and animal feeds
Engineenng
Business seryices
Mining and quarrying
Transport, communications and
power
Healthcare services
Building & Construction
Others
Staff loans

(d) Maturity analysis

Matured and maturing within I year
Less: Provision for impaired loans and advances

Maturing after I year

18. OTTIER ASSETS

Prepayments
lnterest receivable on deposits
Deposits and other recoverables

r I,882
92,t66

I 1s,602
1,091

t}s,9s7

1.9

14.5

I 8.2
0.2

16.1

15,046
92,166

t'7 5,517
2,t33

s8, l 32

2.7
16.5

31.4
0.4

r 0.4

52,072
76.690

133,508
20,235
26.357

8.2
I 2.1

2t.0
3.1

4.t

7.6

27.2
l.l
2.7

42.677
152,367

6,1 78

925

635,560 100.0 559,201 100.0

2018
n//o

2017
KShs'000

2017
o//o

2018
KShs'000

r96,6r3
( r 09.1 2l)

87,490

438.941

526-4JL

942
2,t47
I.050

2017
KShs'000

t52,528
( '77.2s4)

'15,274

406.673

481,947

1,033
819

t.9t4

___4J.39 _3J56
19. FTNANCTAL ASSETS (UNQUOTED)

Non-current - Available for sale financial assets
Equity investments )AJA1 J4.92,8

There is no active market for the equity investments and accordingly tair value carmot be reliably
rneasured, therefbre these are carried at cost.

They are categorised as follorvs:
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JI.II\E 2OT8 (CONTINUED)

2018
KShs'000

19. FINAI{CTAL ASSETS (UNQUOTED) (Continued)

Non-current
Manufacturing sector:
Nzoia Sugar Company Limited
South Nyanza Sugar Company Limited

Financial institutions and investment companies
Consolidated Bank of Kenya Limited
Afncan Export-Import Bank

30 June 2018:

20,900
6.945

33,145
( s.000)

28,745

Available for
sale financial

assets
Level 3

KShs'000

2017
KShs'000

5,000
1,000

20,800
7.128

33,928
( s.000)

28,928

5,000
1,000

lmpairment loss (Nzoia Sugar Conpany Limited)

Total financial assets ?AJAS 2SJ2S

In the opinion of the directors the above investments, if sold, would realise not less than the
amounts at which they are stated.

The categorisation of assets carried at fair value by the levels defined below is as follows:

Level3 Total
At 30 June 2018 KShs'000 KShs'000

Available-for-sale financial assets 3j_L45 33JA5

At 30 June 2017

Available-for-sale financial assets 3j928 33-92S

The levels in fair value hierarchy used above within which the fair value measurement is
categorised are def,rned as follows:

- 
Level l: quoted prices (unadjusted) in active markets for identical assets;

- 
Level 2: inputs other than quoted prices included within Level I that are observable for the
asset, either directly (i.e. as prices) or indirectly (i.e. derived from prices); and

- 
Level 3: inputs for the asset that are nof based on observable market data.

The movement in the value of these assets, mainly due to foreign currency exchange differences,
was as follows:

33,928

I 83)

Total

KShs'000

33,928

( r83)(

At start of year
Exchange loss on retranslation of investnrent denominated in
foreign currency

At end ofyear

Total gains for the year included in the profit or loss for
assets held at the end of the reporting period

74574s 33

183) ( r83)

33
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NOTES TO THE FINANCIAL STATEI\{ENTS
}-OR THE YEAR ENDED 30 JIJNE 2018 (CONTTNUED)

19. FINANCIAIASSETS(LIIIQUOTED)(Continued)

30 June 2017:

At start of year
Exchange gain on retranslation of investrnent denominated in
foreign currency

At end of year

Total gains for the year included in the profit or loss for
assets held at the end ofthe reporting period

Available for
sale financial

assets

Level 3
KShs'000

33,90s

23

Total

KShs'000

33,905

23

33 928 33,928

23 23

20.

21.

DEFINED BENEFIT ASSET

The Company's Defined Benefit Scheme was closed as per the Government stipulation on 31
December 2011. A deed of closure was duly executed in August 2012. The last actuarial
valuation was done as at 3l July 2013 and it indicated that the scheme had a deficit of KShs 4.4
million. The sponsor subsequently covered the deficit as per the remedial plan by paying KShs
2.8 million and KShs 1.6 million in August 2013 and December 2013 respectively. The Scheme
has l0 active members and l5 deferred members.

An approval to transfer the scheme funds to the IDB Capital Limited StaffDe tined Contribution
Pension Scheme was given by Retirernent Benehts Authority (P.BA) on 25 November 2014.
All the members consented to the transt'er of their funds from the Dehned Benefit (DB) to the
Defined Contribution (DC) scheme in September 2014. The transflers commenced with effect
from I September 2015 and the all the transfers arnounting to KShs 82.5 million have been
effected and credited to the respective member DC accounts.

IDB as the sponsor of the scheme therefore does not have any further obligation/ liability
towards the members once the deficit was fully settled and the members consented to transfer
to the DC scheme

PROPERTY AND EQUIPMENT

2018:

Cost
At I July 2017
Additions
Transfer lrom WIP

At 30 June 2018

Depreciation
At I July 201 7
Charge for the year

At 30 June 20 I 8

Motor Office
vehicles equipnrent

KShs'000 KShs'000 KShs'000

9.s99

Furniture
& fittings

5,369
3r9

Other
assets

KShs'000

2,441

Work in
progress

(\tIP)
KShs'000

Total
KShs'000

20,889
662

310 38,608
981

9._s99 21.861 5.688 2.44t 39.589

5,115 18,684 -s,152 2,1il - 31,262
1._512 960 98 I l0 2.700

6.627 t9.644 5.250 2.441 - 33.962

6tl

Net carrying amount
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NOTES TO THE FINANCIAL STATE}TENTS
FOR THE YEAR ENDED 30 ruNE 2OT8 (CONTINUED)

21. PROPERTY AND EQUIPMENT (Continued)

2017:.

Cost
At I July 2016
Additions
Write offs

At 30 June 2017

Depreciation
At I July 2016
Charge for the year
Write offs

At 30 June 2017

N{otor Office Furniture
vehicles equipment & fittings

KShs'000 KShs'000 KShs'000

Work in
Progrcss

(WIP) Total
KShs'000 KShs'000

5,393

( 24\

Other
assets

KShs'000

2,4419,599_ t 9,863
I,l0 r

( 75\

37,296
1,411

( 99)
310

2

4,163
952

5,032
145

( 24\

t7,649
1,100

( 65)

2,005
305

28,849
2,502

( 89)

Net carrying amount 4-484 2-205 2t6 l3l

22. INTANGIBLE ASSETS - Software

lntangible assets

84

Software costs

KShs'000

Work in
Progress (WIP)

KShs'000
Total

KShs'000
2018:

Cost
At I July 2017
Write offs

Ar 30 June 2018

Amortisation
At 1 July 2016
Charge for the year

At 30 June 2017

Net carrying amount

2017:

Cost
At I July 2016
Additions
Write oft-s

At 30 June 2017

Amortisation
At I Juty 2016
Charge tbr the year
Write otts

At 30 June 2017

7,603 2t5 7,818
( 2t5lrs)

7.603 '1 603

5,945
450

s,945
450

6.395 6 39s

l.Ofl I ?O8

34,225
143

34,225
3582ts

7.60i l5 7.818

3 r,883 - 3l,883
827 - 827

Q6t6' - O636s\

5 945 5.945

Net carrying amount 1.658 215

681
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NOTES TO THE FTNANCIAI STATEMENTS
FOR TIIE YEAR ENDED 30 JUNE 2018 (CONTINUED)

23. DEFERRED INCOME TAX

Deferred income tax is calculated using the enacted tax rate of 30% (2017 - 30%). Deferred tax
assets and liabilities, and the deferred tax charge in profit or loss account is attributable to the
tbllowing items:

At Prior year
30 June 2018 I July 2017 adjustment

KShs'000 KShs'000
Deferred inconre tax asset
Property and equipment 1,249
lntangibleassets ( 114)
Provisions for doubtful
debts 533
Provision for leave 753
Unrealised exchange loss 4 -

Tax losses carried
forward 205-81 3

Movement
Movement in other

in profit comprehensive At
& loss income 30 June 2018

KShs'000 KShs'000 KShs'000

( 1,242
( 10s)

738
60

( 3)

t27l
813

I

7)

9

4903 2t0.1t6

Net deferred tax asset
Deferred tax asset not
recognised

Net deferred tax asset
Def'erred tax asset not
recognised

208,238 5.700 213,938

At Prior year
30 June 2017 I July 2016 adjustment

KShs'000 KShs'000
Deferred income tax asset
Property and equiprnent I,359
lntangible assets ( 57)
Provisions for doubtfuI
debts 620
Provision for leave 522
Defirred benefit scheure ( 271)
Unrealised exchange loss
Tax losses carried
tbrward

Movement
Movement in other

in profit comprehensive At
& loss income 30 June 2017

KShs'000 KShs'000 KShs'000

( 110)
( s7)

1,249
( il4)

( 87)
231

277
4

533
7s3

4

191,526 (378) 17,090 208,238

7

Under thc Kenyan lncome Tax Act, with effect tiom I January 2010, tax losscs are allowable
as a deduction in that year and in the four years succeeding the year in which they occurred. The
Finance Act 20 l5 amended the [ncome Tax Act by stating that ttom l January 2017, tax losses
are allowable as a deduction in that year ad in the nine years succeeding in the year in which
they occurred.

6el
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23.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JTJNE 2OI8 (CONTINUED)

DEFERRED INCOME TAX (Continued)

The total tax losses as at 30 June 2018 were KShs 702,386,501 (2017 - KShs 686,042,028). The
tax losses will expire as tbllows:

Arising in:

2010 and earlier
201 I
20t4
2017
201 8

Sundry creditors
Accruals
Other liabilities
Provision for gratuity (See below)

Gratuity movement

At I July
Additional accrual
Payrrents during the year

At 30 June

25. SHARE CAPITAL

At 1 January and 30 June 2018

Class'A' ordinary shares
Class'B' ordinary shares

Tax losses
KShs'000
(s79,e r 3)
( 27,27t)
( 22,75t)
( 56,107)
( 16.344)

Expiring:

30 June 2019
3 I June 2020
30 June 2023
30 June 2026
30 June 2027

Tax losses carried forward (?02J!6)

A deferred tax asset of KShs 213,938,000 as at 30 June 2018 (2017 - KShs 208,238,000) has
not been recognised due to uncertainty as to the availability of future taxable profits, against
which the tax losses could be utilised. Uncertainty arises due to absence of a precise estimation
of future taxable profits.

24. OTHER LIABILITIES 2018
KShs'000

2,710
9,667

63
3.862

____r6t02

2,573
3,401

( 2.rr2)

____L862

No. of
shares

_17,853,500
2.647.s00

4050ru00

2017
KShs'000

2,51 l
l 6,01 8

5t2
2.573

_21-614

877
1,696

__2,51i

Issued and
paid up

share capital
KShs'000

757,070
52.950

Er0JI20
At I January and 30 June 2017

Class 'A' ordinary shares 37,853,500 i57,070
Class 'B' ordinary shares 2.647.500 52950

4ffi0r-000 Er0-020

The total authorised share capital is KShs 1,000,000,000 (2017 - KShs 1,000,000,000) made up
of 46,000,000 (2017 - 46,000.000) 'A' ordinary shares of KShs 20 each and 4,000,000 'B'
ordinary shares ofKShs 20 each.

Class 'A' ordinary shares are entitled to receive dividends as dcclared from time to time and are
entitled to a vote per share at meetings of the Company. Class 'B' ordinary shares do not confer
unto the holder any voting rights except in certain specitied events. However, class 'B' ordinary
shares rattk pari passu with class 'A' ordinary shares in all other respects and carry the same
rights and obligations.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THn YEAR ENpED 30 JUNE 2018 (9ONTINUED)

SHARE CAPITAL (Continued)

The percentage shareholding at 30 June 20 I 8 and 30 June 20 I 7 is as follows

25.

26.

11

2tt.

Shareholder

Government of Kenya (G.O.K)
Industrial and Commercial Development
Corporation (ICDC)
National Bank of Kenya (NBK)

Kenya Reinsurance (Kenya-Re)

Kenya National Assurance Company (KNAC)

CEO expenses

Directors expenses
Directors fees

Issued and paid up
capital (KShs'000)

690,203

34,7 t0
28,369

28,369

28,369

o//o

Sharcholding

85.21

4.29

3.5

3.5

3.5

810,020 100

CASH AND CASH EQUTVALENTS

For the purposes of the statement of cash flows, cash and cash equivalents comprise the
following:

2018 2017
KShs'000 KShs'000

Cash and bank 6,020 9,929
Deposits with finaucial institutions 188.974 257.251

t94994 2Jf1J85

The amounts held as cash and cash equivalents are available for use by the instinrtion as their
have rnaturities of [ess than 3 rnonths.

OFF BALAIICE SHEET COMMITMENTS

Operating lease commitments

The future minimum lease payrnents under non-cancellable operating leases are as follows:

2018 2017
KShs'000 KShs'000

Not later than I year 8,552 8,152
Later than I year and not later than 5 years 23.225 31.778

_3l.17 _t9Jl0

RELATED PARTY TRANSACTIONS

(a) Chief Executive Officer (CEO) ancl

Senior Mauagement enrolunrents -28J48 l8*1CI

(lr) Directors'emoluments

9,758
3.663
1.527

t,773
4,053
1.565

__7J9114,218

1t 
I



IDB CAPITAL LIMITED

28. RELATED PARTY TRANSACTIONS (Continued)

(c) DirectorsAllowances

Prof. Michael Bowen
Michael Kiswili
Hillary Korir

Representatives of lnstitutional Directors

(i) Treasury
Geoffrey Kimani
Johnstone Oltetia

(ii) MrTC
John Mwendwa
Patrick Mwangi
Betty Maina

(iii) KNAC
Bernice Gachegu
Mark Gakuru
Barbara Nguy"

(iv) Kenya-Re
Jadiah Mwarania
Micheal Mbeshi
Nicodemus Gekone
Jacqueline Njui

(v) ICDC
Edward Gitau
Erastus Shako
Richard Ochoi

(vi) NBK
Wilfred Musau
Henry Maosa
Lawrence Aswani

29

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2018 (CONTINUED)

2018
KShs'000

564
t7t
6r5

279
86

150

64
z1

20r7
KShs'000

749
323
747

193

277

r93

279

300
64

150
r50

64
2l

156
86
43

156
86

300

2l

147
43

3.410

279
zl

(vii) Office of the President
Maingi Inoti
Christopher Ombega

3J88

CONTINGENT LTABILITY

In ordinary course of business, Company issues bonds and guarantees which potentially may
result in litigation.

The Company is a defendant in various legal proceedings filed against it by third parties.

The Directors believe, based on the intbmration currently available and legal advice that no
material liabitities have arisen in respect of these, nor is it expected that any material liabilities
will arise therefrorn.

EVENTS AFTER THE BAL..\NCE SHEET DATE

There are no material events after the balance sheet date which requires to be disclosed.

30.
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