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IDB CAPITAL LIMITED

CORPORATE TNFORMATTON

Background information

IDB Capital Limited (the "lnstitution", "Company" or "lDB") was incorporated as the [ndustrial
Development Elank Limited under the Kenyan Companies Act on l2 January t973 as a company limited
by shares. The Company changed its name to IDB Capital Limited on l5 March 2006. The Company is

domiciled in Kenya.

The shareholders of the Company include the National Treasury, the [ndustrial and Comtncrcial
Development Corporation (ICDC), the Kenya Reinsurance Corporation, National Bank of Kenya and
The Kenya National Assurancc Company (in liquidation).

Principa! activities

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

Mandate

'[he mandate of IDB Capital Limited is to further the economic dcveloprnent of Kenya by assisting in the
promotion, establishrnent, expansion and modernization of medium and large-scale industrial enterprises.
The Institution's operations are guided by its vision and rnission.

Our Vision

Vision of IDB Capital t.imired is:

"To be the developntent tinance parlner of choice for the induslrial inveslor"

0ur Mission

Mission ol IDB Capital Lirnitcd is:

"Provklingfinonciol solulions to enlerprises in Kenya lo enable lhem eslablislt, expand and nodernise
lheir operatiotrs to foster sustainobility and compelitiveness in economic developmenl"

Core values

ln an endeavor to realize its vision and rnission, IDB Capital Limited uplrolds the following core values

(i)
(ii)

Customcr focus: IDB commits itself to meeting customcr needs.

lnnovativeness: IDB is a lcarning organization that embraces change and continuously innovates
its business products and processes.

lntegrity: IDB is committed to acting iu an honesl, transparent and responsible rnanner in
discharging its rnandate.
Professionalisrn: The lnstitution uphotds the utmost level of excellerrce and conrpetcrrce in all its
opcrations.
Teamwork: The staff and the Board ol IDB rvork as a teanl and nurture a pertbrrnance driven
culture.
Respect: IDB values relationships and strives to respect all stakeholders.
Recognition: IDB ackuorvledges and rervards perlorrnance at the workplace.
Traiuing and development: IDB recognises and supports the desire and ability of,staflto grorv and
i nr prov e.

(iii)

(iv)

(v)

(vi)
(vii)
(v iii)

|['agc



IDB CAPITAL LIMITED

CORPORATE TNFORMATION (CONTINUED)

Registered office & headquarters
l8'r' Floor, National Bank Building
Harambee Avenue
PO Box 440i6 - 00100
Nairobi

Principal Auditor
The Auditor-General
Office of the Auditor Ceneral
Anniversary Towers
University Way
PO Box i0084 - 00100
Nairobi

Principal bankers
NCBA Bank Kenya PLC
PO Box 30437 -00100
Nairobi

Legal advisors
Adera & Company Advocates
Embassy Hse, 5th Floor Harambee Avenue
00200 Nairobi
Tel 07 I 2216228

Mwaura & Wachira Advocates
Blue Violets Plaza 5th Floor Kindarurna Road
Oft Ngong Road
PO Box 51667 - 000200
Nairobi
Tel 020 2725607

Rachier & Amolo Advocates
Mayfair Centre, 5th Floor
Bunche Road, Nairobi
07 2220 47 7 8 /07 3 3 6 I 6662

Kabaru & Cornpany Advocates
l'd Floor, Wing B, Kenya Police Sacco Plaza
Ngara Road
P.O Box 16919 * 00620 Nairobi
'l'el020 2731468

Corporate contacts
Te leplrorre: +25 4 (0)20 2248600 ; 2247 I 42;
1202000; 2247 l12
Mobile: +254 (0\733 221 lll;728970150
Fax: +254 (0) 20 I I 8829
Email : bizcare@idbkenya.cour
Website:',vrvw.idbkenva.com

Deleqated Auditor
KPMG Kenya
Certified Public Accountants
8th Floor, ABC Towers
ABC Place, Waiyaki Way
P. O Box 40612 -00100
Nairobi

National Bank oI Kenya Limited
PO Box 72E66 - 00200
Nairobi

Ashitiva Advocates
Victoria Towers, lst F'loor, PO Box 54556 -
Kil irnanjaro Avenue, Upperlti I I,

PO Box 2061 I - 00200
Nairobi
Tel 237 6082127 I 0880

Kiptiness & Odhiambo Associates
4th Avenue Towers, l4'h Floor
North Wing,
PO Box 427 I l-00 I 00,
Nairobi
Tel2't t3977

Masire & Mogusu Advocates
National Bank Buildirrg, South Podium 2'd Ralptr

Floor, Harambee Avenue, Nairobi
Tel 22 10040i07397 66095

Karnotho Maiyo & Mbatia Advocatcs
I Kieni Road, Kileleshwa,
P.O. Box 70676-00400, Nairobi

Tel 2627 842107065203 I I
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IDB CAPITAL LIMITED

coRPoR.4TE INFORMATION (CONTINUED)

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

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

Permanent Secretary, Ministry of Industry
Trade & Cooperatives

Chairman
Managing Director
llon. Arnb. Ukur Yatani Kanacho

Alternate: Mr. Mark Ngecho Lugwisa
(Appt:4'h Nov l9)
Dr Francis O. Owino, PhD, CBS
Alternate: Mr. David Wesonga

National Bank of Kenya Limited Represented by Mr. Henry Maosa

Industrial and Commercial Development Corporation Represented by Mr. Edward Gitau

Kenya National Assurance Company (ln liquidation) Represented by Mr. Mark Cakuru

Kenya Reinsurance Corporation Limited Represented by Mr. Jadiah Mwarania

Mr. Edward Kingi lndependent Director
Ms. Emily Njuki lndependent Director)

Company Secretary Rebecca Akoth Kinyanjui (Mrs)
PO Box 44036 - 00100
Nairobi
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IDB CAPTTAL LTMITED

,

REPORT OF THE DIRECTORS
FOR THE YEAR ENDED 30 JUNE 2O2O

-['he Directors submit their reporl together with the audited financial staternents for the year ended ]0
June 2020, which disclose the state of af[airs of IDB Capital t,inrited ("the Company").

Principal activities

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

Resu lts

J'he results for the year are shown on pagc 28. The Company recorded a net profit ficr the year of
KShs 26.51 million (2019 - loss of KShs 47.7] million).

3. Dividends

The directors do not propose payment of a dividend (20 l9 - Nit).

4. Directorate

The directors who held olfice during the year and up to the date olthis report are set out on page

i.

5. Business review

-['he year ended ]0 June 2020 was a challenging year as the compatry endeavoured to roll out the

Export lmport Bank (EXIM) lndia l,ine of Credit (LOC) despite the operationalization hitches and

depressed gcneral economic activities as a result ottl're COVTD- l9 pandemic. The Compatly

recordcdanetprofitoFKShs26.5lmillion(20 l9-netlossotKShs4T.Tlmillion).Total operating
income increased by I l% to KShs I 17.65 million in 2020 mainly due to incrcase in irtterest income.

The net interest income increased by l8% to KShs ltl.ll million due to increase loan disbursed

during the current year. -t-he 
net impainnent credit was KShs 9. I million compared to a charge of

KShs 40,77 million in 20 I9 due to write backs derived from reduced loan impairments during the

year.'['otal opcrating expenses decreased by lloh to KShs 100.54 rnillion cotnpared to the year

elded 30 J urre 20 I 9 which stood at KShs I I l.2l m illion due to stringent cost cutting measures.

'l'he Company's strateBy which is elaborated in our Strategic Plan 2016-2021 and is built on the

floundation ol the corporate values set to drive succcsshrl development in thc coming years in

achieving our long-term vision lor IDB Capital Limited which is: "To be the developmetrt finance
partner of choice ior the industrial investor". ln order to steer the focus of the entire organization
towards the Cornpany's strategy and ensure its successful implernentation, the Company has tlrree

strategic themes: to ensure and sustain IDB institutional relevarrce, raise funds required to
successfully execute its mandate and build the required internal capacity to successfirlly address

thc first two themes.

Our review olprojections for the ncxt l'inarrcial year indicates that the total revenue wilt be KShs

215.69 million while the total expenses will be KShs 199.06 million with the projected surpltrs

bcing KShs 15.80 tnillion.'l'he projectious assLrme that a substantial drawdown from [,ine of Credit
(LOC) from [:xim Bank of lndia amounting to KShs 757.2 rnillion will be rnadc and the available

internal flunds arnounting to KShs 202 million will be disbursed during thc ycar.

4lPagc



tDB CAPITAL LIMTTED

REPORT OF THE DIRECTqRS
FOR THE YEAR ENDED 30 JUNE 2O2O (CONTTNUED)

5. Business review (continued)

The Company aspires to leverage on the full potential in product categories in order to gain market

share by; acrively managing the Company's portfolio, strengtlrening the Cornpany's top brands,

launching powerful innovations and focusing on customers and consumers.

The principal risks and uncertainties facing the Company as well as the risk management

framework as outlined in Note 5 of the financial statements.

6. Employces

The f)irectors are pleased to record their appreciation for tlre untiring efForts of all ernployees of
the Company.

7. Ilelevant audit information

The Directors in olfice at the date oIthis report confirm that:

(i) There is no relevant audit information of which the Company's Auditor is utraware; 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 inlorrnation and to establish that the Company's auditor is aware

of that information.

8. Auditor

The Auditor-General is responsible flor the statutory audit of the Company's financial statements in

accordance wittr Article 229 of the Constitution of Kenya, Section 23(t) of the Public Audit Act
20 l5 empowers the Auditor-Ceneral to nominate other auditors to carry out an atrdit on their behalf.

KPMG Kenya, who were appointed by the Auditor-Ceneral, have carried out the audit for the year

ended i0 June 2020.

9. Approval of ftnancial statements

The flnancial statqmeuts were approved and authorised lor issue by the board of directors on

>tr C"4+a,J*-( ?n?b.
BY ORDER OF THE BOAIID

o4rl,^
DIRECTOR

ti^
Date: e8 sept ?oSo

5ll']rgc



IDB CAPITAL LIMTTED

CHAIRMAN'S STATEMENT

I am dclighted to present to you our Company's Annual Report and Financial Statements for tlre
201912020 year.

You are aware oIthe recession that is creeping globally due to the impact of the Covid-19 (coronavirus)

pandemic. The world is experiencing un *pr...dented economic and social disruption that has

dampened output and economic grolvth across all continents. Tlre global, regional and domestic business

environment remains difficult and unpredictable as the cost of emergency response to the highly
i n fectious di sease escalates.

Like 1n other cotrntries, Covid-19 has irnposed major costs and losses to Kcnya's economy. Lives have

been lost and health systems are stretched to the limit. The business comtnurrity has not been spared the

contagion effect of the disease.'l'he financial sector has rccorded a significant increase in non-performing

loans, coupled with a major downturn in commercial borrowing. Small and Medium Enterprises (SMEs)

bearthe brunt ofthe heavy costofemergency regulations that the Covernment ofKenya has put in place

to flatten the curve of the disease. Restriction of the Kenya airspace has affectcd tourism as well as the

flow of imports and exports that are the lifcline of SMEs. Moreover, this sector has suflflered from massive

income and job losses due to periodic lockdowns and tight regulation o[the hospitality industry.

Wc are optimistic that the economic environment will irnprove as countries tighten their grip on the

coronavirus as scientists' race to find a cure for thc contagious disease. The International Monetary Fund

(lMF') projects thar the global economy will contract by thrce percent in2020,with growth prospects for

Sub-saharan Atrica being revised downwards flrom 3.5% to -l.6Yo. For Keny4 thc IMF and World Bank

cstimate that the GDP growth rate will tall from 5.7o/o in 20 19 to l-1.5y, in 2020. Based on these

projections, the future for SMEs is unccrtain but the IMF predicts that the coronavirus crisis will start

easing during the second haltol2020.

ln line with our mandate and strategy, we are committed to assist in cushioning SMEs lrom the rlegative

impact oIthe pandemic. We have made significant decisions in the past lew months to ensure that SMEs

rernain afloat and return to normal as the fight against coronavirus progresses. These interventions include

accepting requests from existing clients on moratoriurn extension, principal repaymcnts holiday, f,ull

holiday and restructuring of their loans.

These considerations have an irnpact on lDBs strategic outlook given that our exPected incomc will
reduce by 40-60%. We request the Govcrnment to consider a budgetary allocatiotr tor IDB during the

next budget rnaking process. This allocation wi[[ go a long way in supporting both our existirrg and

prospective clients with the much-needed cash injection to their busincss as a post Covid-19 recovery

stratcgy. We are cornmittcd, as a Board, to support IDB's management to efllectively respond to the

current global crisis. We greatly appreciate the elforts o[ all tl.rose employees who in spite ol the

challeuges, dclivered outstanding services to our custorners and stakeholders over the Past year.

Moving florward, we remain steadfast irr delivering on our strategy. 
-l'hc Board will continuc to sLlpport

managctnent as they adjust business plans to reflect changes in the nceds ofottr customers in resPonse to

the irnpact oICOVID- 19. Wc have laced difticult tirnes beforc and wc etnerged stronger. I have no doubt

that we will, once again, rise above the curretlt crisis. 
-t'ogether with our shareholders, stakeholders,

maltagetnent and sta[f we have a unique opportunity to deepen our support to Kerrya's econonric growth,

driven by the Big Four Agenda and Vision 2030.

'fhank you.

NW^^-
Prof MichaelRowcn, Ph l)
Chairman - Board of Dircctors
IDB Capital lirnited

6ll)agc



IDB CAPITAL LIMITED

BOARD OF DIRECTORS PROFTLES

Prof. Michael Kipyego Bowen
Chairman

Prof. Michael Kipyego Bowen is an Associate Professor o[
Environtnent and Economics at Daystar University and currently
the chairman of IDB Capital Ltd. He is also the Director for
Research, Publications and Consultancy at Daystar University.
He was a council member of Daystar University between 2012

and2014. Between 20ll and 20 15, he was the deputy director
(Quality Assurance) at Daystar University.

Previously, he was the head of Department of Business

Adrninistration at Kenya Methodist University and has been a

member of several school boards in Keiyo South Constituency.

He has taught at University level for the last 16 years and

supervised several masters and PhD students, He has published

severa[ articles and book chapters and has attended several

international conferences spanning the globe. [-le was born in
July 1969.

Hon. Amb. Ukur Yatani Kanacho

Cabinet Secretary, National Treasury

Hon. Amb. Ukur Yatani Kanacho has over 27-year experience

irr public administration, politics, diplomacy and governance in
public sector since 1992. Before his appointment a: Cabinet

Secretary for the National Treasury & Planning he served as the

Cabinet Secretary for Labour and Social Protection since

January 20 18. Between thc years 2006'2007 while Member of
Parliament for North Horr constituency, he also served as an

Assistant minister flor science and technology.

At thc height of his career (March 20 l3-August 20 l7), he served

as a pioneer Governor of Marsabit County, the largest County in
the Republic ol Kenya. Between June 2009 and October 20 12,

he served as Kenya's Ambassador to Austria with Accreditation

to l{ungary and Slovakia and Permanent Representative to the

United Nations in Vienna. He held senior leadership positions

at various diplomatic and international agencies such as

luternational Atomic Energy Agency (IAEA), United Nations

Organization on Drugs and Crimes (UNODC), Urrited Natiorrs

tndustrial Development Organization (UNIDO), Vice

Clrairperson of United Nations Convention Against
'l'ransnational Olganized Crime (UNTOC), Vice President of
Convention on Crime Prevention and Crinrinal Justice (CCPJ),

and chair of African Croup of Ambassadors among others.

Between 1992-20 t5, he served in diflerent positions ill
Kenya's Public Adrninistration includirrg a District
Cornrnissioner, where sharpened his managelnent and

administrative skills. He has Master of Arts in Public
Adrnirristration and Public Policy, University of York, United
Kingdom, 2005; and Bachelor of Arts in Economics, Egerton

University, Kenya, 199 l. He was born in I 967

TlPagc



IDB CAPTTAL LIMITED

BOARD OF DTRECTORS PROFILES (CONTTNUED)

Mr. Mark Ngecho Lugwisa

Alternate to the CS National Treasury

Mr. Mark Ngecho Lugwisa has over l0 years' experience in
the Public Sector Finance, having previously worked in the

Directorate of Government Accounting and Quatity
Assurancc, the National Treasury & Planning Departments oi
National Sub County Treasuries where he served as

accountant for 8 years, 4 of wlrich he served as the National

Sub County Accountant, Loiyangalani Natiortal Sub County
Treasury - Marsabit County. These opportunities equipped
him with key relevant skills in public resources management.

Currently, he serves as the Chief Investment Officer, in the

Department of Covernment Investment & Public Enterprises
under the Directorate of Public lnvestment and Portfolio
Management, the National Treasury and Planning.

Prlor to joining Public Service, he worked in private sector as

an Office Manager, Tax Credit Consulting Ltd (Management

Consulting Firm with bias in Tax Planning and Management)
and more recently as customer advisor/Lead Generator in
Barclays Bauk of Kenya/ABSA Bank. His academic arrd

professional qualifications include a bachelor's degree in
Business Administration (Accounting Option) flrorn Bugema
University, Ugand4 and he is cunently undertaking his
professional training in CPA programmes. He has also
attended short-term courses in Senior Management Course,

Corporate Govemance and five days training in Accounting
Skills Management Course. He was born in 1979.

Dr Francis O. C)wino, PhD, CBS
Principal Secretary. Statc Departrnent for
tndustrialization

Dr Owino is the Principal Secretary at the State Departments
for Industrialization in the Ministry of lndustry, Trade and

Cooperatives. l{e holds a Doctor of Philosophy IPhDJ in Peace

and Conflict Studies from Masinde Muliro University of
Science and Technology obtained in 201 3, Master oI Business
Administration [Strategic Management] from Kenya
Methodist University, 2008, Bachelor of Arts IB.A] 2nd Class

Upper Division, University of Nairobi, 1989.

Some of his previous assigntnents include; Director, National
Cohesion and Values with ellect frotn 8th Septernber 2009 to
l4th August 20 18 during which he successfully steered tlre

formulation of policies on National Cohesion and National
Values as enshrined in the Coustitution of Kenya.

Previously, Dr Owino served as Principal Secretary State

Departmerrt for Pubtic Service in the Ministry of Public
Service and Gender. He was born in 1964.

l
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IDB CAPITAL LIMITED

BOARD OF DTRECTORS PROFILES (CONTINUED)

Mr. David Wesonga Wanjala
Alternate to PS Principal Secretary, State
Department of lnvestment and lndustry

Mr. David Wesonga Wanjala is Alternate Director to the PS

Principal Secretary, State Department of Investment and

Industry at IDB Capital Limited. He is the Deputy Director
lndustries in the State Departlnent for Industrialisation.
Previously he served in various positions in the Ministry of
Agriculture, Livestock and Fisheries in many parts of the

country. These include: Provincial Director of Agriculture,
Coast Province, County Director of Agriculture, Kwale
County.

Fle has attended various courses both locally and

internationally in Strategic Planning, Project Management,

Environmental Planning and Financial Management. He holds

a Bachelor of Science Degree in Agriculture from the

University of Nairobi. He was bom in 1960.

Mr. Mark Cakuru
Representing KNAC (ln Liquidation)

Mr. Mark Gakuru au Advocate of the High Court of Kenya

with over l6 years of legal and administrative experiellce

obtained in both the Private and Public Sectors. He is the

Official Receiver and as such is regulator [nsolvency practice

in Kenya. He holds master's degree in Laws (LL.M) frorn the

University of Nairobi. He was born in 1975.

r
Mr. Edward J. G. Gitau
Representing Industrial & Cornrnercial
Development Corporation (ICDC)

Mr. Edward Gitau is currently a Credit Manager with ICDC
where he has worked since 1989. He has over 20 years'

experience in project investrnent analysis, project
implementation and investlnent monitoring. He holds a

Bachelor of Arts (Econornics & Statistics) and is a Certified
Securities & lnvestment Analyst. 1-{e was born on in I963.

9lPage



TDB CAPITAL LIMITED

BOARD OF DIRECTORS PROFILES (CONTINUED)

Mr. Jadiah Mwarania, OGW
Representi ng Kenya Reinsurance
Corporation

Mr. Jadiah Mwarania is thc Managing Director of the Kenya

Reinsurance Corporation. He holds a Bachelor of Commerce
(B.com.) (Hons.), and Master of Business Administration
(MBA) degree from the University o[ Nairobi and currently
is undertaking a PHD in strategic lnanagement. He is a

Fellow of the Chartered lnsurance Institute of London (FCII)
and lnsurance lnstitute of Kenya (FIIK) and is a Chartered

lnsurer (Cl) of the lnsurance lnstitute of London. He is a

Fellow of the Kenya lnstitute of Management (FMKIM).

Mr Mwarania is a Director on the Board of Directors of Zep

Re (PTA Reinsurance Company) and the Chairman of the

Association of Kenya Reinsurers (AKR), a Board Member

of the lnsurance Training and Education Trust (ITET) and

member of the Finance and Development Comtnittee of the

Board of the College of lnsurance of Kenya. He was born in
1964.

Mr. Henry Maosa
Representing National Bank of Kenya

Mr. Maosa joined National Bank of Kenya in April 20 l4 as

the Head of Reporting. He rose to the positiorr of Head of
Strategy and Projects in March 2015. He was appointed to

the position of acting Chief Finance Oflicer in April 2016, a

position he held till October 20 16. I-le was confinned to the

current position of Head of Business Finance in Novenrber

20 16. Prior to joining the Bank, Henry worked for Standard

Chartered Bank where he served in various management

capacities. He also worked for the KCB Group. He has over

l8 years experience in the finance sector.

He holds a Bachelor of Arts degree in Economics and an

MBA in Strategic Management, both from the University of
Nairobi. He is a Certified Public Accountant of Kenya, CPA

(K) and a member of the lnstitute of Certified Public

Accountans of Kenya (ICPAK). He is also a holder of a

higher diploma in computer science from tMIS-UK. He has

attended various professional managelnent courses. [-[e was

born in 1976.

Mr. Edward Kingi
lndependent Director

Mr. Kingi atlended Mang'u High School, Moi High School

Kabarak and University of Nairobi where he graduated with
B.Sc. Agric economics (Hons) in 1990.

He did M.Sc Euvironmental Science (Pwani) and CPA part

ll. l-{e worked as a ChielAccountant for over twenty years in

the defunct Local Authorities in Kilifi, Kwale and Makueni
County Councils beforc joining the County Govcrtrment of
Kilifi as the dircctor of environment. He worked with
Barclays Bank, Credit Finance Corporation and YMCA
before joining a local authority. He was born in 1966.

l0ll'}agc



IDB CAPITAL LIMITED

BOARD OF DIRECTORS PROFILES (CONTINUED)

M/s Emily Njuki
lndependent Director

M/s Emily Njuki is the Lead Property Consultant of Ilabitat
Property Group. Previously she worked as County Executive

Committee Member for Education, Youth, Gender and Social

Services in the County Covernment of Embu. She worked as

a Commercial Director at Smart Solutions Africa (SSA) and

a Brand Manager for Loreal East Africa.

She holds a Master of Business Administration lrom
Strathmore Business School, Kenya, and a Diploma in Pan-

African Modute from IESE Business School, Spain. She is a

holder ofa Bachelor of Science Degree in Food Science and
'lechnology lrom University oINairobi, Kenya.

Emily is also a founder of Pentrain Capital Limited. She was

born in 1985.

Mrs. Karen Kandie
Managing Director

Mrs. Karen Kandie is the Managing Director of IDB Capital
Limited from May 20 17. She serves as a member of the

Capital Markets'tribunal and is a past Advisor to The Board

of Trustees, Micro-Enterprises Support Programme "lrust

(MESPT). Previously, she served as the Director of Finance

at Shelter Afrique; Head of Finance & Administration at

Nairobi Securities Exchange; Manager, Risk Marragement

and Internal Audit at Faulu Kenya Limited; Financial

Controller at Co-operative Bank of Kenya; Management
Accountant at ABN AMRO Bank and a Senior Auditor at

Price WaterhouseCoopers.

She holds a Master oI Business Admirristration flrom

Murdoch University, Western Australia. She is a B' Com
holder from the University oF Nairobi and is a Certified
Public Accountant (CPA-K) and Certified Financial &
Investment Analyst (CIFA). Karen is cttrrently pursuing a

Doctorate in Business Administration. She was born in 1968.

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 Officer in August 198E. She previously worked

as a State Counsel at tlre Oflfice olthe Aftorney General. She

holds an LLB (llons) Degree from the University of Nairobi,

a Diploma in Legal Practice. She is a Certified Public

Secretary (CPS - K). She was born in 196 l.
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IDB CAPTTAL LTMTTED

MANAGING DTRECTOR'S STATEMENT

lntroduction

A year that began with a stable outlook for the Kenya cconomy has ended up being one oIthe toughcst

in human history. -l'he impact otthe Covid-l9 pandernic during the second hatf of the year has taken a

toll on the gains achieved during the first half of our trading year. The global pandemic has affected how

businesses operate in terms of their day to day operations and how they availtheir solutions to clients.

lDB Capital is no exception. Since the first coronavirus disease case was diagnosed in Kenya on l2tr'

March 2020, our resilience and innovation has been tested to the core. The "business unttsual"

circumstances in which we find ourselves have exerted pressure on us to devise measures to deliver on

our actual targets with reduced physical contact between our stalfand our customers.

Covid-19 Impact on our business

COVID-l9 has caused significant instability and high votatility in the lending markets. While the full
impact is yet to be determined, it is expected that the adverse irnpact is likety to continue from the

contagion effects of the coronavirus disease.

Cognisant of the anticipated impact of the pandemic, the IDB Board and Management developed

strategies to cushion our core mandate namely, credit risk, secr,rritization landscape, customer relationship

and business continuity management. This ensured we remained resilicnt during these challenging times.

We have proactively responded to the needs ofour clientele, whose businesscs have been hard hit by the

impact of Covid-19. We have considered and approved requests for extension of repayments tenure,

repayment holiday and extended moratorium to I J clients out of our c lient portfolio o[ 26.

Resource mobilization

The Executive Office of the President has conrmunicated its decision to put on hold the proposed merger

of lDB Capital, Industrial and Commercial Development Corporation (ICDC) and Tourism Finance

Corporation (TFC). As we near the end of our 20 l6-2021 strategic plan, we continue to build and invest

on partnerships that we could levcrage on in our resource mobilization. So [ar, we havc a made a funding

request to the Governmcnt of Kenya as we explore other sources. Additional funds will help our clierrts

to survive the impact olCovid-19 and support industrial sector recovery.

lnternal processes

During times of crisis, our customers' interaction is likely to trigger an intmediate and lingering effect on

their sense of trust and loyalty. As millions of people are furloughed and retreat into isolation globalty, a

primary barometer of our custorner expericnce will be how we deliver experietlces and service that meet

their evolving needs with empathy, care and concerll.

We continue to position ourselves at the tbrefront of the longer-ternr shifts in consumcr behaviour that

results lrom tfiis crisis. Keeping a real-tirne pulse on changing customer pre[erences and rapidly

innovating to redesign journeys that matter to a quite dil'ferent context will lead us through thc tough

terrai n.

Moving iorward, we underline our resolve to remairr true to our values and lDBs purpose, lneet our

customers where they are through digital delivery and building of agile capabilities [or fluid times.

Procu rcment disclosu re

IDB Capital has strictly complied with the legal lianrervork governing procul'emettt processes in Kenya

including the Public Procurement and Assets Disposal Act (20 l5), Supplies Mattagement Practitioners

Act (200?) and other government directives. As at 30 June 20, IDB did not ltave pending bills.
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IDB CAPITAL LIMITED

MANAGING DIRECTOR'S STATEMENT (Continued)

Looking ahead

As the world fights to lnanage Covid- 19, we will endeavour to support our existing and prospective clients

in post recovery strategy. Reviewing how we operate in the emerging business environment will go a

long way to ensure business continuity with minimal disruption.

Capitatization remains a big challenge to our operations. With the current crisis affecting 50% of our

market who have since approached us with various requests, we urge the Covernment to cousider

recapitalizing our institution, to enable us to achieve the critically required financial strength to support
Kenya's industrial trans [ormation.

Conclusion

Despite our current challenges, I arn optimistic that we will navigate our way through the uncertainty and

play a key role in supporting the industrial sector through the post-COVID recovery period and into the

next period oIgrowth.

I would like to appreciate the leadership role played by our Chairman and Board of Directors. They are

key to our industrial sector support journey. My appreciation is also to the management and staff who

worked tirelessly, with vigour and enthusiasm, to deliver solid performance and unwavering

determination to steer our business through a turbulent year.

Thank you and God Bless You.

Karcn N. Kandie

Managing Director
IDB Capital Limited

13 | P n g.'



IDB CAPITAL LIMITED

MANAGEMENT TBAM

Mrs. Karen Kandie

Managing Director

Mrs. Karen Kandie is the Managing Director of tDB Capital
Limited from May 20 17. She serves as a member of the

Capital Markets Tribunal and is a past Advisor to The Board

of Trustees, Micro-Enterprises Support Programme Trust
(MESPT). Previously, she served as the Director of Finauce

at Shelter Afrique; Head of Finance & Administration at

Nairobi Securities Exchange; Manager, Risk Management
and Internal Audit at Faulu Kenya Limited; Financial
Controller at Co-operative Bank of Kenya; Management
Accourltant at ABN AMRO Bank and a Senior Auditor at

PriceWaterhouseCoopers.

She holds a Master of Business Administration flrom

Murdoch University, Western Australia. She is a B. Com

holder from the University of Nairobi and is a Certified
Public Accountant (CPA-K) and Certified Financial &
lnvestment Analyst (CIFA). Karen is currently pursuing a

Doctorate in Business Administration. She was born in
r 968.

Mr. Erastus Njoroge
Chief of Credit

Mr. Njoroge is the Chief of Credit at IDB Capital Ltd. He is
responsible lor the strategic direction to the institution on all
matters relating to Credit Management and Administration.
He is an experienced finance expert in the financial services
sector with hands on experience on Credit Risk
Management, Portflolio Management, Relationship
Management, Business Developrnent, Credit Analysis and

Banking in general.

Prior to joinirrg IDB Capital Ltd, Erastus was a Credit
Manager at Equity Bank in Rwanda. Previously, he held the

roles of Senior Credit Analyst at Housing Finance, Credit
Analyst at Fina Bank (Currently GT Bank Ltd), Customer
relations officer at Afrika lnvestment bank (AIB) as well as

a part time lecturer at various institutions within Nairobi.

He trolds a lnaster's degree in Financial Dconomics as well
as a bachelor's degree with specialization irr Mathematics
and Economics. He also holds professional trainings on

advanced Financial Analysis and Relationship
Management, Advanced Data Analysis arrd Financial
Modelline. Trade Finance and Risk Management.
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TDB CAPITAL LTMITED

MANAGEMENT TEAM (CONTINUED)

Mrs. Rebecca A. Kinyanjui
Chief Legal Officer/Com pany Secretary

Mrs. Rcbecca Kinyanjui is thc Chief Legal O[ficer /
Company Secretary in IDB Capital Limited. Slte joined as a

Senior Legal Officer in August 1988. She previously worked

as a State Counsel at the Oflice of the Attorney General. She

hotds an LLB (Hons) f)egree f,rom the University of Nairobi,
a Diploma in Legal Practice. She is a Certificd Public

Secretary (CPS - K). She was born in 1961.

Mrs. Anne N. Gitau
Manager, Finance & Accounts

Mrs. Anne Citau is the Manager Finance and Accounts and

is responsible for overall financial management and

accounting functions. She has a wide experience in finance

and accounting gained at various levels having joined IDB
Capital Limited in May 199 l. She is a holder of a Bachelor
of Commerce Degree (Accounting Option) from the

University of Nairobi and is a Certified Public Accountant

and Secretary, (CPA-K, CPS- K) and is a member of ICPAK.

Mrs. Judith A. Omachar
Manager, Credit

Mrs. Judith Omachar is the Manager Credit. She is

rcsponsible for the day to day credit management functions.

She has over 20 years' experience in credit managenrent
'gained at IDB Capital. She holds a Bachelor of Commerce
degree (Accounting Option) from the University ol Nairobi
and is a Certified Public Accountant (CPA-K).

Mr. John Ouko
Manager, ICT

Mr. Johrr Ouko is the ICT Manager. He is responsible for the

overall lnformation Technology inlrastructure and systems.

Fte has vast experience in computing systems, networks and

databascs, tIe holds a Bachelor of Science degree (Computer

Sciencc Option) from Maseno Univcrsity, ongoing Master of
Science (Cornputer Systenrs) flrorn JKUAT and is Certitied
in both Microsoft and Cisco platlonns (MCSA & CCNA).
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IDB CAPITAL LIMITED

CORPORATB GO ANCE STATEMENT

Corporate Covernance is the structure, r'ules and processes by which Cornpanies are directed controlled

and held accountable. The Board of IDB Capital Lirnited is committed to the principles of good

corporate governance as is stipulated in the "Mrvongozo" the code o[ Governance lor State

Corporatious.

The Board of Directors

The Board comprises ten rnernbers. Six of thenr represent the institutiorts that are shareholders of the

Cornpany; three are lndependent and one is executive. The independent Directors are appointed ior a

period of three years. 'lhe Directors do not retire by rotation.

The conduct of the Board is governed by thc tcnns of a Board Charter ensuring that its role is

indeperrdent from that of rnanagernent. The Charter covers Board responsibilities. the responsibilities

of individual Board mernbers, the conduct of meetings, conflict ol interest, Board eflectiveness and

evaluation, infbnnation confidentiality and Board and Managenrent succcssion among other matters.

The Board delegates autlrority lor the rnanagernent of day to day business to the Managing Director.

Iloard Diversity

The Board comprises of rnernbers with diverse skills including Econornists, Accountants and Lawyers.

Board Meetings

The Board work plan and calendarand adequate notice isgiven forallmeetings. The agendaand Board

papers are circulated within tlre stipulated timelines. The Board meets quarterly or more olten il
business so dictates. During its meetings it considers reports lrom the Board Comntittees and lnatters

related to tlre general strategy of the Cornpany. The Cornpany Secretary is a tnember olthe lnstittrte of
Certified Secretaries. She attends meetings olthe Board aud provides advice on Corporate Governance

and conrpliance issues. The lnspector Ceneral State Corporations attends nreetings of the Board and its

Committees for oversight and advisory purposes in accordance rvith the State Corporations Act.

The nrain Board held five regular and two Special meetings during the year attended as lollorvs:-

Name Attendance

Prof. Michael Bowen 7

2 Mr. Mark N. [-uswisa (Alternate CS Treasury) 4

) Mr. David W Wanlala (Alterrrate PS MITC) 7

4 I-lenry Maosa 7

) Mark Cakuru 1

6 Jadiah Mwarania 7

7 Edward J. C. Citau 7

8 Etnity Niuki 7

9 Edward Kinei 7

l0 Karen Kandie 7
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IDB CAPITAL LIMITED

I
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CORPORATE GOVBRNANCE STATEMENT CONTINUED

Board Comrnittees

There are three cornrnittees olthe Board with clearterms of reference that have been set by the Board.

The Committees are the Audit, Finance & lnvestment and FIR Conrminees. The Committee mernbership
details are as follows:

(C) - Chairman/person of Cornmittee

Ttre attendance at Board Comnrittee rneetings was as follows:-

Director Status Committees

Audit Finance &
Investment

HR

Mr. Mark N. Lugrvisa
(A lternate CS Treasurv)

Non-Executive

2 Mr. David W Wanjala
(Alternate PS MITC)

Non-Executive

) Henry Maosa Non-Executive / (c)

4 Mark Gakuru Non-Executive
(c)

) Jadiah Mwarania Non-Executive / (c)

6 Edward J. G. Gitau Non-Executive

7 Emily Njuki Non-Executive

8 Edward Kingi Non-Executive

9 Karen Kandie Managing Director

Audit Finance &
lnvestment

HR

Number of Meetings 4 6 4

I Mr. Mark N. Lugwisa
(Alternate CS Treasury )

-)

2 Mr. David W Wanjala
(Alternate PS MITC)

6 4

J Henrv Maosa
Mark Cakuru 4 4

4 Jadiah Mwarania 6

5 Edrvard J. G. Gitau 6

6 Emilv Niuki 4

7 Edward Kinei 4

I Karerr Karrdie 6 4
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IDB CAPITAL LIMITED

CORPORATE GOVERNANCE STATEMENT CONTINUED

Conflict of [nterest

-l'he 
Board members have a statutory duty not to have interests that conflict with those of the cotnpany.

At alI meetirrgs of the full Board and its Committees, an agerrda item exists rvhich requires members to

make a declaration of any interest they may have in the br.rsiness under discussion. Board declare the

same and exclude himself/herself trom any discussion or decision over the subject matter.

Executive Committees

The Marraging Director has established committees to review specitic aspects ol the Company's

operations. These include the Assets and Liabilities Cornmittee, the Managernent Committee arrd the

Credit Committee.

Board Evaluation

A Board evaluation is corrducted by the State Corporation Advisory Committee (SCAC) every year.

Tl're evaluation covers the perforrnance of the Chairman, individual directors, the Managing Director
and the Company Secretary.

lntcrnal Controls

The Board of Directors has collective responsibility for the establishment and maintenance of,a system

of internal controls that provide reasonable assurallce of effective and efficient operatiol"ts. However, it
recognizes that any system of internal control can provide only reasonable but not absolute assurallce

against material misstatement.

Risk Management

1'he Courpany has identified risks that are inherent to the business and continuously revierving its

policies and procedures in order to mitigate against such risks. l'he risks include strategic risk, interest

rare risk, loreign exchange risk and operational risk as are detailed in Note 5 of the t'inancial statements.

Compliancc with Laws and Regulations

A legal audit conducted during the year confirmed that the Company complied with all applicable laws

aud regulations. There lvere no incidences of tiaud or corruption.

Directors' Benefits and Loans

The directors are entitled to lees and sitting allowances, the details of wlrich have been disclosed in the

financial statenretrts, in Note i0. No loans rvere advanced to Directors during the financia[ year.
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TDB CAPTTAL LTMITED

MANAGEMENT DISCUSSION AND ANALYSIS

The entity's opcrational and financial pcrformance

ln Financial year 2019120 IDB Capital Lirnited posted a profit of KShs 26.5 I million agairrst a targeted

profit of KShs 5.12 million. The positive budget variance olKShs 23.i7 rnillion is made up of a negative

varianceof KShs l.45millioninthetotal revenueandapositivevariatrceinthetotal expensesof KShs

24.82 million. The negative variance in the revenue levels is rnainly due to the non-realisation olthc
targeted appraisal fees as the loans appraised during the year lell short of what was budgeted resulting

in ashortfall olKShs 17.06 million. However, apositive variance was recorded on net itrterest incotne

olKShs 2.19 million due to the increased leveI olloan disbLrrsements. net impainnent credit olKSlrs
9.07 million as a result of write back lrom the IFRSS irnpainnent assesslnellt on loatrs & advances.

Other rvrite backs recorded a positive variance olKShs 1.07 nrillion and there was also a revaluation

surplus arising from the Equity investrnerlts that resulted in a positive KShs 2. l9 million. The positive

,ariunc. in the total expenses arnourrting to KShs 24.82 million was as a result olstringent cost cutting

measures that saw both the actual staff, and administrative costs thll betow the budgeted atnotrnts. '['he

depreciation& amortisation costs were also below the budget as the anticipated capital expenditure rvas

not incurred due to the procurement restrictions imposed by the pending nlerger.

ln the prior year 201 8/19 IDB Capital Lirnited posted a loss of KShs 47.71 million against a targeted

loss olKShs 19.5 ntillion. The negative variance olKShs 28.2 million is made up of net balance of a

negative variance of KShs 19.5 million in the totat income and a positive variance in the total

adininistrative expeuses of KShs ll.i million. The targeted incotne levels were not achieved as the

projected levels of loan disbursements were not realised due to operationalization clrallenges faced in

the roll out of the t-ine of Credit (LOC).

The statement of financial position size increased flronr a level of KShs 948.49 rnillion in ]0 June 20 l9

to KShs l,l2Z1O million by 30 June 2020. 't'he statement ol financial position size increased due

increase in [oa1 disbursenrerrts resulting in an increased loan book as well as the profit posted drrring

the year. Tlre Non-Perforrning loan book levels as at l0 June 2020 was )5.04o/o (June 20 l9:15.61%)
compared to the Association of Alrican Developrnent Financial lnstitutions (AADFI) benchmark of
l5%. Efforts are underway to collect the arrears from the projects in stage 3 (defarrlt category) as well

as concerted effort to grow the loan book which will reduce the Non-Perforrnitlg Accounts (NPA) ratio'

Tlre projected cash flows lbr the financial year 2O20l2l are positive with the lnaill underlying

assurnption being that tlre Line olCredit lrorn lndia wilt be substantially drawn and that internal lunds

will be fully utiliied with KShs 850 million and KShs 202 million being disbursed during the year l'rom

the LOC and internally generated lunds respectively.

Duripg the year ended 30 June 2020. various nrarketing initiatives stlch as targeted marketing.

leveraging on partnerslrips with urnbrella bodies in target nrarkets, relationship marketing, print and

televislon advertising were unclertaken to increase prospective clients lor both internally getrerated

hrnds and lor the Exim lndia Liue olCredit (LOC) resulting into additional enquiries, prospects and

new approvals duri69 the year. Arisirrg lront the initiates, thirteen (13) projects totalling KShs 52 1.4

million rvere approu.d during the year. The total approvals conrplised ol'KShs 275.2 nrillion fiom the

LOC and KShs 246.2 rnillion liorn internally generated lunds" OI'the total approvals, one loan

arnounting to KShs 79.9 rnillion under the LOC and one loatr amoLtnting to KShs 67.9 nrillion lronr

own funds were declined by a ctient. lt)B has so lar considered and approved ltrnding requests from six

(6) companies in excessolKShs 500 rnillion. Eleven (l l) projects whose applicatiorrs atnounts to KSlrs

697.036 nrilliop rvere under revierv as at iOth June 2020 and there was a potential pipeline o[ t I projects

totallirrg to KS[s i64 million. IDB has obtained several approvals fbrcontract irtclusion trnderthe lirte

rvhich is a pre-requisite for disbursetnent.
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IDB CAPITAL LIMITED

MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

However, the delay in the processing and refund of the Tax claims which is urrderpinned in the loan

agreelncnt has resulted in a slow draw dolvn on the disburselnents fiom the l,OC. The issue has been

brought to the atterrtion of The National TreasLrry for rcsolution.

Key projects and investment decisions the entity is planning/implementing

-l'he entity lrad an approved Capital Budget of KShs 12.65 nrillion which was internally generated and

was intended nrainly for the purchase of a motor vehicle (KShs 8 Miltion) and the impternentation of
an ERP (KShs 2.85 million) whilst the balance will bc utilized to replace the existing equipruent,
Iurniturc and fittings, computers and partitions. As at i0 June 2020. only KShs t.22 million lrad been

expended on Computer hardware and office equiprnent due to the restrictions on capital expenditure
that had imposed due to the pending merger to form Kenya Development Bank (KDB).

Major risks facing the entity

The bank's activities expose it to a variety o[ financial risks including credit, liquidity and market risks

as explained below. The bank's overall risk rnanagerncnt policies are set out by the Board and

irnplemented by the management. IDBs business strategy is based on taking of calculated risks in a way

that docs not jeopardize the direct interests of the different stakeholders. Sound assessment of risk
enables us to anticipate and respond to changes in our business environnrent, as well as make informed
decisions under conditions oIuncertainty.

- 
Credit Risk

Credit risk is inherent in the entire portfolio as well as risk on individual loan lacility. The risk to
IDB could include lost principal and interest, disruption to cash flows and increased collection costs.

ln the advent of Covid-19, this risk has becoure inherent necessitating IDB to rnitigate the impact
by diverse options including adoption ol risk sharing covers, considering various request from
clients on loan repayment arrangements as well as enforcing strict post-financing projects
monitoring.

- 
Operational Risk

Operational risk occurs due to inadequate or failed internal processes, people and systems. The
Loan Management System (LMS) continues to encounter challenges in its operation due to
inadequate technical support. IDB atso rnaintains other systems which manages the financial
reporting and Human Capital. With these systems operating as stand-alone, there is irrcrease risk in
data management as well as increased errors due to the human interventions. Orr the short tearn, this
risk has been rnitigated by ensuring that there are adequate interttal controls and separation oIduties
to ensure that their adequate checks and controls. Orr the long run, the bank is in the process of,

upgrading the licence oIthe current Navision 20 l6 to Navision 20 19, rvhictr itr term will see all
these stand-alone systems integrated into Navision 20 19.

- 
In1s1s51 Rate Risk

The capping oIthe interest rates continues to pose a risk to IDB despite not beirlg regulated by the

Central Barrk olKenya as the market lorces alfect the determination of the lending. IDB interest

rates spread were I 6- I 8% p.a. on the loans disbursed bcflore the cap rules but lor new projects rate

starrds at lO- l2o p.a. on l.OC loans and ll - l3%op.a. on the internally generated funds. ln view
oI rnitigating this risk, management is actively endeavouring to grow the loart book by drawing
down frorn the India line olcredit as well as disbursing the internally generated so as to itrcrease on
the volurne the loans disbursed which can counter the squeeze otr the interest margins.

Material arrears in statutory/financial obligations and thc cntity's linancial probity and serious
govcrnance issues

The entity lras no nraterial arrears in statutory/financial obligations and has no financial irnprobity
reported.
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IDB CAPITAL LIMITED

CORPORATE SUSTAINABILITY, ENVTRONMENTAL AND SOCIAL RESPONSTtsILITY
STATOMENT

The bank is a going concern and the Board of Directors will continr.re, in accordance to the Triple
Bottom Line Concept, to ensure that it shall continue to meet its financial, social and environmental
obligations for long-term sustainability. To maintain this position, Thc Board and Management have

developed fundraising strategies that are meant to ensure that we have the much-needed financial

muscle to intervene within the scope of our tnandate.

We continue to be a responsible corporate citizen with focus on participation in various initiatives as

part ol its corporate social strategy and taking rcsponsibility to both its external and internal

stakeholders,

tn line with thc comrnihnent done in the2020l2l Financial Year as part of the Performance Contracting
requirement, the bank continues to collaborate with the Kenya Forestry Scrvicc (KFS) through tlte
parent Ministry to plant I,000 indigenous trees. Forthe year20201202l Financial Year, the bankhas
committed KShs 50,000 towards the same initiative.

Notwithstanding that, we lay a lot o[emphasis on environmental issues as part of our loan's appraisal
process, thereby demanding environmcntal impact reports on all projects we are considering for

[unding.

On the internal stakeholders, the bank remains keen on compliance with the Occupational Safety and

Health Act 2007. This is achieved through continuous sensitization on salety in addition to initiatives
to optimize workplace ergonomics and productivity. The bank continues to undertake random

awareness on HtV /AIDS as well as non-communicable diseases - all towards ensuring we have a

sustainable healthy workforce.

We have consistently ensured compliancc with the l/3 gender rule, with the current ratio of Female to

Male standin g al 47%o:53o/o respectively thereby exceeding thc minimum threshold ol 33o/o. The bank

also takes into consideration the'Face of Kenya' when conducting recruitrnent and promotions

respectively for various positions in line with the Prcsidential initiatives on national values.

In line with the Public Procurement and Asset Disposal Act 2015 requirement on prelbrence and

reservations, we have ensured that the Access to Covernment Procurement Opportunities (AGPO), is

rnaintained to above the minimum l0%o threshold, and runs initiatives to empower Youth, Women and

Persons with Disabilities to better leverage available opportunities. deliberate effort is also made to

attract PWDs into employment by sharing inforrnation with thc National Council of Persons with
Disability.
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IDB CAPITAL LTMTTED

STATEMENT OF DIRECTORS' RESPONSIBILITIES

'l'he Directors are responsible for the preparation and presentation of the financial statements of IDB

Capital Limited ("the Company") set out on pages 28 to 9l whiclr cornprise tlre statement of financial

position at 30 June 2020, and the statement of, profit or loss and other comprehensive income. statement

oIchartges in equity, statement ofcash flows and statement oIcomparison of budget and actual amounts

for the year then ended, and notes to the financial statements including a summary of significant
accounting policies and other explanatory information in accordance with lnternational Financial

Reporting Standards (lFRSs) and in the manner required by the Kenyan Cornpanies Act, 20 15.

The Directors' responsibilities include: determining that the basis of accounting desmibed 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 (lFRSs) and in ttre manner required by tlte Kenyan Cornpanies Act,20 l5 and for

such internal control as the Directors determine is necessary to enable the preparation of financial

statements that are free frorn material misstatements, whether due to lraud or error.

Under the Kenyan Companies Act,20 15, the Directors are required to Prepare financial statements for

each financial year which give a true and lair view of the finance position of the Company as at tlre errd

of the financial year and of the profit or loss o[the Company lor that year. [t also requires the f)irectors

to ensure the Cornpany keeps proper accounting records wlrich disclose with reasonable accuracy the

financial position of the Company and of its profit or loss.

'lhe Directors accept responsibility for the financial statements, which have been prepared using

appropriate accourrting poticies supported by reasonable and prudent judgements and estimates, in

conformity with Intenrational Financial Reporting Standards and in the manner required by the Kenyan

Companies Act, 20 15.'l'he Directors are olthe opinion that the financial statements give a true and fair

view of the financial position of the Company and of its profit or loss.

The Directors further accept responsibility for the maitttenance of accounting records which may be

relied upon in the preparation of financial statements, as well as adequate systems of internal financial

control.

'l'he Directors have made an assessment olthe Company's ability to continue as a going concern and

have no reason to believe the Company will not be a going concern lor at least tlte next twelve months

from the date of this staternent.

Approval of thc financial statements

The financial statements, a5 ipdicpted above, were approved and authorised lor issue by the Board of
Direcrors o" :r-{ )Z{V*t&/ ?o29.

Prof. Michael
Chairman

Date:

n Henry Maosa
Direclor

K k-(V,"-L,tr ?<>zo
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REPUBLIC OF KENYA

OFFICE OF THE AUDITOR GENERAL

En hunci ng Accoun tabi I i h,

HEADqUARTERS

Anniversary Towers
Monrovia Street

P.O. Box 3oo84-ooloo
NAIROBI

REPORT OF THE AUDITOR.GENERAL ON IDB CAPITAL LIMTTED FOR THE YEAR
ENDED 30 JUNE, 2O2O

REPORT ON THE FINANCIAL STATEMENTS

Opinion

The accompanying financial statements of IDB Capital Limited set out on pages 28lo 92,
which comprise the statement of financial position as at 30 June, 2020, and statement of
profit or loss and other comprehensive income, statement of changes in equity, statement
of cash flows and the 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
Section 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, I am satisfied that all the information and
explanations which, to the best of my knowledge and belief, were necessary for the
purpose of the audit were obtained.

ln my opinion, the financial statements present fairly, in all material respects, the financial
position of IDB Capita! Limited as at 30 June, 2020, and of its financial performance and
its cash flows for the year then ended, in accordance with Intemational Financial
Reporting Standards and comply with the 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 !DB Capital Limited Management in accordance
with ISSAI 130 on Code of Ethics. I have fulfilled other ethica! responsibilities in
accordance with the ISSAI and in accordance with other ethical requirements applicable
to performing audits of financial statements in Kenya. I believe that the audit evidence I

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

Emphasis of Matter

1.0 Retained Earnings Deficits

The statement of financial position reflects retained earnings deficits of Kshs.62,566,000
for the year ended 30 June,2020 (2019 - Kshs.89,325,000). Although the Company has
posted a profit of Kshs.26,506,000 in the year indicative of improved performance, unless
the trend is sustained, shareholders'funds will continue to be eroded.

2.0 lmpending Merger

Note 2(c) to the financial statements discloses that on 15 May,2018, the Cabinet
approved the merger of IDB Capital Limited with lndustrial and Commercial Development

Report of the Audi on IDB Capital Limited for the .year ended 30 June, 2020



Corporation and Tourism Finance Corporation. The merger process was to commence in
the year 201812019 to create Kenya Development Bank (KDB) Limited. The incorporation
of Kenya Development Bank (KDB) Limited would then be followed by the dissolution of
IDB Capital. However, the process of incorporating Kenya Development Bank Limited
had not been completed as at the time of finalizing this audit.

My opinion on these matters is not modified.

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 of the current year. These matters
were addressed in the context of the audit of the financial statements as a whole, and in
forming my opinion thereon, and I do not provide a separate opinion on these matters.
For each matter below, a description of how the audit addressed the matter is provided
in that context.

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

Key Audit Matters How the Matter was Addressed

lmplementation of IFRS 9, Financial
lnstruments.

IFRS 9, financial lnstruments was
implemented by the Company on 1 July,
2019. This standard requires recognition of
Expected Credit Losses (ECL) on financial
instruments which involves making significant
judgements and estimates. The carrying
value of financial instruments within the scope
of IFRS I ECL may be materially misstated if
judgments or estimates made are
inappropriate. I considered the impairment of
loans and advances to customers to be a key
audit matter due to the following:

Based on my risk assessment and
industry knowledge, I have examined
the impairment charges for loans to
customers and evaluated the
methodology applied as well as the
assumptions made according to the
description of the key audit matter.

My audit procedures in this arca
included, among others:

. Selecting a sample of facilities from
the Company's loan book and
performing tests to establish
whether significant facilities are
correctly classified and valued
based on IFRS;

Report of the Auditor-General on IDB Capital Limitedfor the year ended 30 June,2020
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Key Audit Matters How the Mafter was Addressed
Significant lncrease in Credit Risk (SICR)

The criteria selected to identify a SICR are
highly judgmental and can materially impact
the ECL recognized for certain portfolios as
these criteria determine whether a 12-month
or lifetime expected credit loss is assessed.

Mode! Estimations

lnherently, judgmental modeling is used to
estimate ECLs which involves determining
Probabilities of Default (PD), Loss Given
Default (LGD), and Exposures at Default
(EAD) and ultimately the Expected Credit
Loss (ECL). The LGD model used in the loan
portfolio contains significant judgmental
aspect of the entity's ECL modeling approach.

Disclosure Quality

The disclosures regarding the Company's
application of IFRS I are key to
understanding the change from IAS 39 as well
as explaining the key judgements and
material inputs to the IFRS I ECL results.

. Performing credit assessment on
various categories of loans to
ascertain the reasonableness of the
forecast of recoverable cash flows,
realization of collateral, and other
sources of repayment for defaulted
loans. I compared key assumptions
to progress against business plans
and my own understanding of the
relevant industries and business
environments;

. Evaluating the appropriateness of
the SICR criteria used;

. Testing the impairment calculations
to check if the correct parameters -
Probability of Default (PDs, Loss
Given Default (LGDs), and Exposure
at Default (EADs) were determined
by considering local
economic/portfolio factors; and

. Assessing whether the disclosers
appropriately reflect key judgements
and assumptions used in
determining the expected credit
losses.

Other lnformation

The Board of Directors is responsible for the other information. The other information
comprises the information included in the annual report and financial statements but does
not include financial statements and our auditor's report thereon.

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

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matters described in the Basis for Conclusion on Lawfulness
and Effectiveness in Use of Public Resources section of my report, I confirm that, nothing

Report ofthe Auditor-General on IDB Capilal Limitedfor the year ended 30 June, 2020
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else has come to my attention to cause me to believe that public resources have not been
applied laMully and in an effective way.

Basis for Gonclusion

1.0 Non-Monitoring of Client Transactions

Section 44(1) of the Proceeds of Crime and Anti-Money Laundering Act No.9 of 2009
requires a reporting institution to monitor on an ongoing basis all complex, unusual,
suspicious, large or such other transactions as may be specified in the regulations,
whether completed or not, and shall pay attention to all unusual patterns of transactions,
and to insignificant but periodic patterns of transactions which have no apparent
economic or lawful purpose as stipulated in the regulations. However, IDB Capital Limited
does not have a mechanism for monitoring of client transactions.

To the extent, it is in breach of Law and makes the Company susceptible to penalties and
fines.

2.0 Compliance with the Dollar Credit Agreement Provisions

Section 3.1(e) of the Dollar Credit Agreement between the Government of the Republic
of Kenya (GoK) and the Export-lmport Bank of lndia requires the borrower (GoK) to
confirm to Exim Bank that eligible goods and services shall be exempt from all kinds of
taxes and duties levied in the borrower's country to the seller in relation to the execution
of the contract in the borrower's country. However, review of the Company's borrowing
records and agreements indicates that one of its beneficiaries under the Dollar Agreement
Line of Credit (LoC) paid taxes for imported machinery during the year contrary to the
agreement provisions. lt was also noted that the Company was experiencing challenges
in obtaining tax exemption for other beneficiaries under the LoC arrangement.

ln the circumstance the Company is in breach of the signed agreement.

3.0 Non-Compliance with AADFI Recommendation

IDB Capital Limited is a member of the Association of African Development Finance
lnstitutions (AADFI) that provides recommended ratios and limits to its members on
various metrices. For instance, a limit of 15% relating to ratio of total non-performing
accounts (TNPA) to the total loan portfolio is recommended. From our review however,
IDB's TNPA ratio as at 30 June, 2020 stood at 39.64% which exceeded the AADFI
recommended threshold.

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

comply with ethical 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.

Report of the Auditor-General on IDB Capilal Limitedfor the year ended 30 June, 2020
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REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Gonclusion

As required by Section 7(1)(a) of the Public Audit Act,2015, based on the audit
procedures performed, except for the matters described in the Basis for Conclusion on
Effectiveness of Internal Controls, Risk Management and Overall Governance section of
my report, I confirm that, nothing else has come to my attention to cause me to believe
that internal controls, risk management and overall governance were not effective.

Basis for Conclusion

1.0 Non-lntegrated Systems

The Loan Management System (LMS) and the Navision Accounting Systems used by the
Company are not integrated. Consequently, transfer of data between the two sysiems
requires manual intervention which are susceptible to errors and manipulations. Further,
the Loan Management System (LMS) does not have an auto archiving functionality,
necessitating historical monthly loan data to be maintained in hard copies, as the system
overwrites them.

2.0 Undocumented Policies and Procedures

Mwongozo Code of Governance for State Corporations guidelines stipulates
requirements for company operations namely; policies on risk management, interna!
controls, enhancing corporate reputation and image and stakeholder relationship
management. The code also requires the Company to addresses issues of Board
effectiveness, transparency, disclosure, accountability, risk management, internal
controls, ethical leadership and good corporate citizenship. However, the Company did
not avail a Risk Management Policy and documented internal control procedures.

3.0 Lack of IFRS g Policy Governance and controls Framework

During the year under review, IDB operated without an approved IFRS g policy
Governance and Controls Framework. IFRS 9 policy ought to provide details of the moOet
design, management judgments and assumptions applied in the Expected Credit Losses
(ECL) model for purposes of guiding the development, use and changes to the model and
obtaining Executive Management and Board approval over the IFRS g model.
Additionally, the governance framework would provide guidance to the Company on the
process of data input validation, model validation, approval and change. This framework
should be developed and owned by those charged with governance to ensure appropriate
oversight over the model. lnstead it operates using a draft assumptions sheet that has
not been approved.

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that I plan and perform the audit to obtain assurance about whether effective
processes and systems of internalcontrol, risk management and overallgovernance were

Report of the Auditor-Generol on IDB Capital Limited for the year ended 30 June, 2020
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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.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by Kenya Companies Act, 2015,1 report based on my audit, that:

i. 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;

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

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

Responsibilities of Management and the Board of Directors

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Financial Reporting Standards and for
maintaining effective 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 and for its assessment of the effectiveness of internal control, risk
management and overall governance.

ln preparing the financial statements, Management is responsible for assessing
Company's ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless
Management is aware of the intention to terminate the Company or to cease operations.

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.

ln addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements are
in compliance with the authorities which govern them, and that public resources are
applied in an effective way.

The Board of Directors is responsible for overseeing the Company's financial reporting
process, reviewing the effectiveness of how the Company monitors compliance with
relevant legislative and regulatory requirements, ensuring that effective processes and
systems are in place to address key roles and responsibilities in relation to overall
governance and risk management, and ensuring the adequacy and effectiveness of the
control environment.

Auditor-General's Responsibilities for the Audit

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,

Report of the Auditor-General on IDB Capital Limited for the year ended 30 June, 2020
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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.

ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in
compliance with the authorities that govern them and that public resources are applied in
an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and overall governance processes and systems in
accordance with the provisions of Section 7(1 )(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the lSSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

Because of its inherent limitations, internal control may not prevent or detect
misstatements and instances of non-compliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the
policies and procedures may deteriorate.

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

. 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.

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

Report of the Auditor-General on IDB Capital Limited for the year ended 30 June, 2020
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o 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 materia!
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 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.

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

o 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.

From the matters communicated with Management, I determine those matters that were
of most significance in the audit of the financial statements of the current period and are
therefore the key audit matters. These matters are described in my auditor's report unless
law or regulation precludes public disclosure about the matter or when, in extremely rare
circumstances, I determine that a matter should not be communicated in my report
because the adverse consequences of doing so would reasonably be expected to
outweigh the public interest benefits of such communication.

AUDITOR-GENERAL

Nairobi

05 July, 2021
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IDB CAPITAL LIMITED

STATEMENT OF PROFTT OR LOSS AND OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED 30 JUNE 2O2O

Net interest income
Non-interest incorne
Other operating income

Total operating income

Other Income
Net impairment gain/(loss) on financial instruments

Other income(expenses)

Total other income

Net income

Operating expenses

Staff costs
Administrative expenses

Other prernise expenses

Depreciation and amortisation

Total operating exPenses 
'.

Protit(loss) before tax :C)

1'ax expense

Profit(loss) for the Year

Other comprehcnsive income

ltems thal will not be reclassified lo profil or loss

Equity investrnents at FVOCI - net change in fair value

Related tax

Other comprehensive incomc, net of tax

Total comprchensive income for the year

B:rsic and dilutcd carnings per share (KShs)

Lt0!lx) ulrzJ9)

26,506 ( 47,127)

26.506 L47.,121)

Note

9

l0

2020
KShs'000

2019

KShs'000

94,025
7,166
5.096

106.287

6
7

8

l u,3 12

4,167
1.566

I 17.645

9,014
32!

9.398

127,043

( s9,406)
( 28,41s)
( 5,195)

LJ-s2))

2,921
( 7l l)

2.190

)a,695

___-0-65

( 40,770)

1 la)

L{0,784)

6s.50J

ll
ll
u
ll

( 62,7sl)
( i7,ls7)
( r0,r98)
( 3.124)

t2

li

t4

l9
23

I,182
( 414)

968

(-fJs9)

(-ull)

The notes setout ol.l pages 3i to 9l lbrm an irltegra[ partof these financial statelnents.
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lo
IDB CAPITAL LIMITED

STATEMENT OF FINANCIAT, POSITION
AS AT 30 JUNB 2O2O

ASSETS

Current assets

Cash and bank balances
Deposits with fi nancial institutions
Loans and advances to customers
Current ta,r recoverable
Other assets

Non-current assets

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

Right ofuse asset

TOTAI, ASSETS

I.IABII.,ITIES AND EQUITY

Current liabilities
Deferred tax liability
Other liabitities
Lease liability

Non-current liabilities
Long term loan
Lease liability

Total liabilities

Shareholders'funds
Share capital
Fair valuc reserve
Retained earnings defi cit

Total equity

TOTAL LIABILITIES AND
SHAREHOLDERS' EQUITY

The financlal
directors on

Pro[.
Chairtnan

26

Mrs. Karen Kandie
Managing Direclor

Note
2020

KShs'000
2019

KShs'000

2,57 |

2ll,0ll
t20,496
3t,794

1.705

191,579

52r,1 l7
29,177

1,820
79t

556.905

94E {E4

414
t4,464

14.878

212,980

212.980

221.858

8 r0,020
( 6e)
( 8e.32s)

720.626

5

6

7(
r(b)
8

23

24
29

e)

7,934
199,483
244,354

34,298
4.657

t 7(e)
l9
2.1

22
29

490.726

588,903
12,388

2,875
3't5

1.432

63r.971

1J22,699

I,145
16,483

4.967

22.595

i47, I s0
3.179

350.529

173.124

810,020
2,t2t

( 62.s66)

7 49.575

Henry Maosa
Director

25

29

un 699 141Li184

nts on pages 28 to 9l were approved and authorised lbr isstte by the board of

50.F Jor.0 arrd signed on its behalfby

The notes set out on pages il to gl lonn an integ[al part olthese finarlcial statelnents.
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STATEMENT OF CASH FLOWS
FOR THE YEARENDED 30 JUNE 2O2O

Note

Operating activities

Cash used in operations 2'l

Taxation paid l3(b)

Net cash used in operating activities

lnvesting rctivities

Purchase of property and equipment 2l
Dividends received

Net cash used in investing activities

Financing sctivities

Payment of lease liability 29

Proceeds flrom borowings 25

Net cash generated from liuancing activitiel

(Decrease/increase in cash and cash equivalents

Cash and cash equivalents et beginning ofthe year

Cash and cash equivalents at end of the year 28

(rs6.007) (172.001)

2020
KShs'000

(r 53,s03)
( 2.504)

( r,2re)
s86

(__633)

( 5,697)
r34.170

12t.473

(28, r 67 )

235.584

?,LI.ALI

2019
KShs'000

( r 68,787)
( 3.214)

( e00)
5ll

(__38e)

212.980

212.9E0

40,590

194.994

2t5^584

The notes set out on pages 3l to 9l form an integral part of these financial statements.
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IDB CAPITAL LIMITED

l.

2.

NOTES TO THE FINANCIAL STATEMqNTS
FOR THE YEAR ENDED ]O JUNE 2O2O

REPORTING

The Company is incorporated as a lirnited liability colnpany in Kcnya under the Kenyan

Companies Act a1d is dorniciled in Kenya. The address of its registered olfice is as follows:

l8'r' iloor, National Bank Building, Hararnbee Avenue, and P.O. Box 44016 - 00100 Nairobi.

IIASTS OF PREPARATION

(a) Statement of compliance

The financial statelnents have been prepared in accordance with the lnternational

Financiat Reporting Standards (tFRS), the Public Finance Management Act and the

Kenya Companies Act, 20 15.

This is the first set of the cornpany's annual financial statements in which IFRS l6 l,eases

have been applied. Changes in these accountirrg poticies are described in Note l.

For the Kenyan Cornpanies Act, 20 15, reporting purposes, the balance sheet is

represented by the statement o[ financial position and the profit or loss account by the

stitement of profit or loss and the statelnent of other comprehensive income, in these

financial statements.

(t ) Ilasis of measurement

The t'inancial statemenls are prepared on a going concern basis under the historical cost

basis except where otherwise statcd in the accounting policies below:

For those assets and liabilities measured at fair value, flair value is the price that would

be rcceived to sell an asset or paid to transfer a liability in an orderly transaction between

market participants at the measurerncnt datc. When tneasuring the fair valure o[an asset

or a liability, the Cornpany uses market observable data as flar as possible. If the fair value

of an asset or a liability is not directly observable, it is estimated by the company using

valuation techniqtres that maxirnise the use of relcvant observable itrputs and rninimise

the use of ulobservable inputs (e.g. by use of the tnarket cornparable approach that

reflects recent transaction prices for sinrilar itetns or discorrnted cash flow analysis).

llputs used are consistcnt with the characteristics of thc asset/liability that rnarket

participants would take into accoutrt.

Fair values are categorised into three levcls in a fair value hierarchy based on the degree

to which the inputs to the measuremcnt are observable and the significance of the inputs

to the lair valtte measuretnent in its cntirety:

- 
l.evel I f,air value nreasurenleuts are those dcrivcd lrorn quoted priccs (unadjusted)

in active tnarkets lor identical assets or liabilities.

- 
l,evel 2 fair value nleasurerncnts are tlrose dcrived frotn irtputs other tllan quotcd

prices includcd within l.evel I that are observable lor the asset or liability, eithcr

directly (i.e. as prices) or indirectly (i.e. derived flrom prices).

- 
[,evel 3 fair value lneasurernents are those dcrived frotn valuation techniqucs that

inctudc inputs flor thc asset or liabitity that are not based on observable rnaLket data

(unobservable inputs).

Transfers between levels oI the fair value hierarchy are recognised by thc Cornpatry at

the end of the reporting period durir.rg which the changc occurred'
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TDB CAPITAL LIMITED

NOTES TO THE FINANCTAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2O2O (CONTINUED)

2. BASIS OF PREPARATION (Continued)

(c) Going concern

The Company recorded a net profit of KShs 26.51 million for the year ended l0 June

2020 (2019 - loss of KShs 47.71 miltion) and, as of that date the Company l'rad

accumulated losses of KShs 62.57 million (2019 * KShs 89.13 million). 'l'he Cornpany's

liquidity position is adequate to cover maturing obligations in the foreseeable future.

On l5 May 20 18, the Kenyan Cabinet approved the merger process of three financial

institutions, namely IDB Capital Ltd, the lndustrial and Commercial Development

Corporation, and the Tourism Finance Corporation to create the Kenya Development
Bank Ltd (KDB). However, the Executive Ofllce of the President by Executive Order

No. 5 of 2020, issued on 7th August 2020 directed tlrat ICDC on behallof the National

Treasury is vested with the mandate of coordinating the managetnent of the State's

investments in Ports, Rail and Pipeline services. ICDC, KPA, KRC and KPC are

supposed to enter into a Framework Agreement to anchor arrd integrate their operations
towards establishing the Kenya Transport and Logistics Network. While releasing the

Executive Order, the Executive Office of the President also cotnmunicated its decision
ro postpone the proposed merger. tDB will now refocus in executing its mandate and map

out a new strategy with emphasis on resource mobilisation since the current plan is set to

end in June 202 I . Consequently, on l6th September 2020, the Ministry of
lndustrialization, Trade and Enterprise Development requested the Executive Office ol
the President to consider recapitalisation and funding IDB to enable it to Fulfil its role

and the additional role of supporting SMEs during the COVID-19 pandemic arrd the post

COVID- l9 recovery.

On the basis of the above developments, the Directors have prepared these financial
statements on a going concern basis.

(d) Functional and presentation currency

These financial statements ar€ presented in Kenya shillings (KShs), which is also the

Company's functional currency. Except as indicated, financial inforrnation ls presented

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

(e) Use o[estimates and judgements

'l-lre preparation oi financial statements in conlormity 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 statements and the reported
amounts of revenues and expenses during the reportirlg period, Although these estirnates

are based on the directors' best knowledge of current events, actual results may ultirnately
differ frorn those estirnates.

'l'he estimates and underlyirrg assurnptions are reviewed on atr on-going basis. Revisions
to the accounting estirnates are recognised in the period in which the estinrate is revised

if the revisiorr alfects only that period or in the period of revision and Future periods il
the revision affects both current and f,uttrre periods.

ln particular inforrnation about significant areas of estimation and critical judgernents in

applying accounting policies that have the rnost significant elfect on the alnoullts
recognised irr the financial statetnents are describcd irr Note 4.
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IDB CAPITAL LIMITED

NOTES TO THE FINANCTAL STATEMENTS
FOR THE YEAR ENDED ]O JUNE 2O2O (CONTINUED)

3. SUMMARY OF SIGNTFTCANT ACCOUNTTNG POLICIES

The significant accounting policies adopted in the preparation oIthese financial statements have

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

(a) Revenuerecognition

Revenue is derived substantially from interest earned from loans and advances to

custonlers and bank fixed deposits. The irrterest is recognised only when it can be reliably

mcasured, and it is probable that the econornic benefits associated with the transaction

will flow to the Compatry.

The specific revenue recognition policies for interest incotne, lee income and dividend

incomc are set out in below:

(i) Nel inlerest income

lnterest incorne is recognised in the profit and loss account on accrual basis for all

interest-bearing instrument taking into account the effective yield on the asset.

W1ren 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 lor the purposes ol measuring the

recoverable amount.

(i0 Fee income

F'ee and commission relate mainly to transactions and Services, which are earncd

as the services are rendered.

(iii) Dividend income

Dividend income is recognised when the shareholder's right to receive paymelrt is

established.

(b) Translation of foreign currencies

On initial recognition, all transactions are recorded in the lunctional currency (the

currency of the primary economic environrrrent in which the Cornpany operates). which

is Kenya Shitlings.

Transactions in foreign currencies during tlre year are converted into the functional

curretrcy using the exchange rate prevailing at the transaction date. Monetary assets and

liabilities at the balance sheet date denominated in loreign curretrcies are translated into

the flunctional curretrcy using the exchange rate prevailing as at that date. The resulting

foreigl exchange gains and losses lrorn the settlenrent ofsuch transactions and lrom year-

end translation are recoguised on a net basis in the profit and loss accotlnt irr the year in

which they arise, e.xcept for dilferences alising on translation olnon-tnonetary financial

assets, which are recognised in otlrer compreltensive inconre.
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IDB CAPTTAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JO JUNE 2O2O (CONTINUED)

l. SUMMARY OF SIGNIFICANT ACCOUNTING POLICITS (Continued)

(c) Offsetting

Items of assets and liabilities are not offset unless there is a legally enforceable right to

set oltand there is an intention to settle on a net basis, or realise the asset and settle the

liability simultaneously. lterns oIincome and e,rpenses are presented on a net basis only

for gains and losses arising from a group of similar transactious such as forcign exchange

trading activities.

(d) Income taxcs

The tax expense lor the period comprises.current and deferred incotne tax. Tax is

recognised in the statemerrt of comprehensive incotne except to the extent that it relates

to items recognised in other comprehensive income or directly in equity. In this case, the

tax is also recognised in other comprehensive income or directly in equity respectively.

Current income tax is the amount oI income tax payable on the taxable profit for the year

determincd in accordance wltlr the relevant ta"r legislatiou. The current income tax charge

is calculatcd on the basis of the tax enactcd or substantively enacted at the statement oi
financial position date. Management periodically evaluates positions taken in tax returns

with respect to situations in which applicable tax regulation is subject to interprctation. [t

establishes provisions where appropriate on the basis of amoun6 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

ftnancial statements. However, defcrred income tax is not accounted tor ilit arises lrom

initial recognition of an asset or liability in a transaction other than a business

combination that at the tirne of the transaction aflfects cither accounting or taxable

profit/]oss. Deferred incorne tax is determined using tax rates (and laws) that have been

inacted or substantively enacted at the statcmcnt o[ {lnancial position date and are

expected to apply whcn the related de[erred income tax asset is realised or the deferred

inconre tax liability is settled. Deflerred income tax assets are recogniscd only to the extent

that it is probable that future taxable profits will be available against which the temporary

differcnccs can be utilised.

Deferrcd incorne ta.y assets and liabilities are offset when there is a legally enlorccable

right to olfset current tax assets agairrst curreut tax liabilities and rvhen the delerred

income taxes assets and liabilitics relate to incotne taxes levied by thc sarne ta,xation

authority on either the same taxable entity or different taxable entitics where there is an

intention to settle the balances on a net basis.

(d) Share capital

Ordinary sftares are recognised at par value and classificd as 'share capital' in equity.

Itrcremental costs directly attributable to the issue ofordinary shares arc recognised as a

deduction frorn equity net of tax eflects.
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3.

IDB CAPITAL LIMITET)

NOTES TOTHE FTNANCIAL STATEMEN'TS
FOR THE YEAR ENDED 30 JUNE 2O2O (CONTINUED)

SUMMARY OF SIGNIFICANT ACCOUN'tING POLICIES (Continued)

(e) Dividends

Dividends on ordinary shares are recognised as a liabitity in the year in which they are

declared. Proposed dividends are accounted flor as a separate compollent olequity until

they have been declared at an annual general meeting'

(0 Earnings pcr share

Basic earnings per share is calculated by dividing profit or loss attributable to ordinary

equity holdeis of the company (the numerator) by the weighted average number of
ordinary shares outstanding (he denominator) during the period'

Dituted earnings per share is determined by adjusting the profit or loss attributable to

ordinary equity holders of the company and the weighted average number ol ordinary

shares outsianding for the after-tax elfect ofall dilutive potential ordinary shares.

(g) Financial assets and financial liabilities

Financial instruments include balances with banks, loans atrd advances to customers,

other receivables, related parties, borrowings, equity investments arld other liabilities.

a. Financial assets

O Amortiserl cosl and effective inleresl rale

'[he amortised cost is the amount at which the financial asset o[ financial

liability is measured at initial recognition rninus the principal repayments, plus

or rnints the cumulative amortisation using the effective interest method of any

dillerence between that initial amount and, for financial assets, adjusted lor any

loss allowances.

The effective interest rate is the rate that exactly discounts estimated luture cash

payments or receipts through the expected life ofthe financial asset or linancial

liability to the gross carrying alnount of a financial asset (i.e. its amortised cost

before any impairment allowance) or to the atnortised cost ol a financial

liability. -[he calculation does not consider expected credit losses and includes

transaction costs, prernirtms or discounts and fees paid or received that are

integral to the eflective interest rate, such as origination t'ees. For pttrchased or

originated credit-irnpaired financial assets - assets that are credit-irnpaired at

initial recognition, the company calculates the credit adjusted elfective iuterest

rate, which is calculated based on the arnortised cost ol the financial asset

instead of its gross carryirlg arnount and incorporates the irnpact of, expected

credit losses in estimated future caslr flows.

When the conlpany revises the estilnates of fi.rture cash flows, thc carrying

atnount oIt1e respective financial asset or financial liability is adjtrsted to reflect

the new estitnate discounted using the original effective iuterest rate. Any

clranges are recognised in the profit or loss accourrt.
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IDB CAPITAL LIMITED

NO'TES TO THE FINANCIAL STATETT'IENTS
FOR THE YEAR ENDED 30 JUNE 2O2O (CONTINUED)

3. SUMMARY OF SIGNIFICANT ACCOUN'[ING POLICIES (Continued)

(g) Financial instruments (continued)

a. Financial assets (continued)

(i0 Inleresl income and exPense

lnterest income and interest expense on interest bearing financial instrumeuts is

calculated by apptying the eflective intercst rate to the gross carrying amount,

except [or:

(a) Purchased or originated credit impaired (POCI) financial assets, for which

the originat credit-adjusted effectivc interest rate is applied to the

amortised cost oIthe ftnancial assct; and

(b) Financial assets that arc not "POCI" but havc subsequently become

credit-impaired, for which interest revenuc is calculated by applying the

effective interest rate to their amortised cost (i.e.net oIthe expected credit

loss provision) in subsequent reporting periods.

T'he eflective interest rate is the rate that exactly discounts estilnated luture cash

payments or receipts through the expected life of the financial asset or financial

liability to the gross carrying amountof a financial asset (i.e. its amortised cost

before any irnpairrnent allowance) or to the amortised cost o[ a financial

Iiability. The calculation does not consider expected credit losses and includes

transaction costs, premiurns or discounts and fees paid or received that are

integral to the elfective interest rate, such as origination fees.

(iii) Recognilion

The Company initially recognises loans and advances, trade receivables,

deposits and debt securities on the date at which they arc originated. All other

financial assets and liabilities (including assets designated at fair value through

profit or loss) are initially recognised on the trade date on which the Company
becomes a party to the contractual provision olthe instrument.

A financial asset (unless it is a trade receivablc without a significant finatlcing
conrponent) or liability is initially measured at fair value ptus (for an itetn not

subsequently measured at fair value through profit or loss) transaction costs that

are directly attributable to its acquisition or issue. Subsequent to initial
recognition, fiuancial liabilities (deposits and debt sectrrities) are measured at

their anrortized cost using the effective interest rnethod.

(iv) Classificotion

On initial recognition, a tinancial asset is classifrcd as measured at: antortised
cost, FVOCI or FVI'PL.

A financial asset is measured at arnortised cost if it rneets both oIthe [ollowing
conditions and is not designated as at FVTP[-:
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IDB CAPITAL LIMTTED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2O2O (CONTINUED)

3. SIGNIFICANTACCOUNTINGPOLICIES(Continued)

($ Financiat assets and financial liabilities (continued)

a. Financial assets (continued)

(iv) Classilication - continued

- the asset is held within a business model whose objective is to hold assets to

collect contractual cash flows; and

- the contractual terms of the financial asset give rise on specified dates to cash

flows that are solely payments of principal and inlerest on the principal amount

outstand ing.

A debt instrurnent is measured at FVOCI only iF it meets both of the following
conditions and is not designated as at FVTPL:

- the asset is held within a buslness model whose objective is achieved by both

collecting contractual cash flows and selling financial assets; and

- the contractual terms ofthe financial asset give rise on speciFred dates to cash

flows that are solely payments of principal and interest on the prirrcipal atnount

outstanding.

On initial recognition o[ an equity investment that is not held for trading, the

Company may irrevocably elect to present subsequent changes in fair value in OCI.

This election is made oll an investment-by-investment basis.

Alt other financial assets are classified as measured at FVTPL. ln addition, on initial
recognition, the Company may irrevocably desigrrate a financial asset that

otherwise meets the requirements to be measured at anrortised cost or at FVOCI as

at FVTPL if doing so eliminates or significantly reduces an accounting mismatch

that would otherwise arise.

Business model assessment

The Company tnakes an assessment olthe objective of a business nrodel in rvhich

an asset is held at a portfolio level because this best reflects the way the business is

malagcd and inforrnation is provided to marlagement. The inlonnation considered

includes:

- the stated policies and objectives for the portfolio and the operation of those

poticies in practice. In particular, whether management's strategy locuses on

earning cotrtractual interest revenue, maintaining a particular interest rate

profile, rnatching the duration oI the financial assets to the duration of the

liabilitics that are tirnding those assets or realising cash flows tlrrough the sale

of the assets;

- how tlre perforrnance or the portfolio is evaluated and reported to the

Conr pany's lnanagenrent;

- the risks tftat allect the perlormance of the business nrodel (and tlre firrarrcial

assets hetd within that business ntodel) artd how those risks are nranaged;

- how managers ol the business are cornpensated - e.g. whetlrer cornpensatiotl

is bascd on the fair valr.re of the assets nranaged or the coutractual cash florvs

collected; and
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IDB CAPITAL LIMITED...

NOTES TO THE FINANCIAL STATEMENTS
F'OR THE YEAR ENDE,D 30 JUNE 2O2O (CONTINTIET)

l. SIGNIFICANTACCOUNTINGPOT,ICIES(Continued)

(g) Financial assets and financial liabilities (continued)

a. Financial assets (continucd)

(iv) Classrfication - conlinued

Business model assessmcnt - continued

- 
the frequency, volutne and timing of sales in prior periods, the reasotrs for such

sales and its expectations about ftrture sales activity. However, inflorrnation

about sales activity is not considered in isolation, but as part of an overall

assessment oI how thc Cornpany's stated objective lor managing the financial

assets is achieved and how cash flows are realised.

Financial assets that are held for trading or managed and whose performance is

evaluated on a flair value basis are measured at FV'I'PL bccause they are neither held

to collect contractua[ cash flows nor held both to collect contractual cash flows and

to sell financial assets.

Assessmcnt whether contractual cash flows are Solely Payments of Principal

and Interest (SPPI Test)

For the purposes of this assessment,'princiPal' is defined as the fair value oithe
financiai asset on initial recognition. 'lnterest' is defined as consideration for the

time value of money and [or the credit risk associated with the principal amount

outstanding during a particular period of tirne and for other basic lending risks and

costs (e.g. liquidity risk and administrative costs), as well as profit margin.

In assessing whether the contractual cash flows are solely payrnents o[ principal

and interest, the Company considers the contractual terms of the instrurnent. This

includes assessing whether the financial asset contains a contractual term that could

change the tirning or amount of contractual cash flows such that it would not meet

this condition. [n making the assessment, the Cornpany considers:

- 
gqnlingsnt events that would change the arnount and timing of cash flows;

- 
prepayment ar.rd extensiolr terms;

- 
terms that limit the Comparry's claitn to cash flows frorn specified assets (e.g.

non-recourse asset arrangetnents); and

- 
[g61u1g5 tttat rnodi[y consideratiorl oI the time valuc of tnotrey - e.g. periodical

reset of interest rates.

The Cornparry hotds a poilfolio of long-term fixed rate loans flor which the

Conrpany lras the option to propose to revise the interest rate at periodic reset dates.
'lhcse reset rights are tirnited to tlre rnarket rate at the tirne o[ revision. The

borrowers have an option to eitlrer acccpt the revised rate or redeeln the loan at par

without penalty.

The Company has determiued ttrat the corr(ractual cash florvs o[ these loans are

solely payrnents of principal and interest because the option varies tlte interest rate

itr a way that is consideration for the time value o[ molley, credit risk, other basic

lending risks and costs associated with the prirrcipal altlount outstallding.
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IDB CAPITAL LIMTTED

NOTES TO THE-FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2O2O (CONTINUED

3. SIGNIFICANTACCOUNTINGPOLICIES(Continued)

(g) Financial assets and financial liabilities (continued)

a. Financial assets (continued)

(iv) Ctassrficution - cotttinued

Debt instruments measured at amortiscd cost

Debt instruments are measured at amortized cost iI they are held within a business

model whose objective is to hold for collection o[ contractual cash flows where

those cash flows represent solely payments ol principal and interest. After initial

measurement, debt instruments in this category are carried at arnortizcd cost.

lnterest income on these instrttments is recognized in interest income using the

effective interest rate method. 'lhe eflfcctive interest rate is the rate that discounts

estimated future cash payments or receipts through the expected li[e of the financial

asset to the gross carrying amount of a financial asset. Amortized cost is calculated

by taking into,account any discount or premium on acquisition, transaction costs

and lees that are an integral part oI the effective interest rate.

lrnpairmcnt on debt instrumcnts measured at amorlized cost is calculated using the

expected credit loss approach. Loans and debt securities mcasured at alnortized

coit a.. presentcd nct of the allowance for credit tosses (ACL) in the statement of
financial position.

Debt instruments measurcd at FVOCI

Debt instrurnents are measured at FVOCI if they are held within a busincss rnodel

whose objective is to hold for collection of contractual cash flows and [or selling

tinancial assets, where the assets' cash flows represent payments that are solely

payments of principal and interest. Subsequent to initial recognition, unrealized

gains and losses on debt instrtrments measured at FVOCI are recorded in other

iornprchensive itrcome (OCl), unless the instrument is designated in a fair value

hedge relationship. When designated in a lair value hcdge relationship, any

changes in fiair value due to changes in the lredged risk are recogllized in non-

interest incotne in the Statemenl of profit or loss and other comprehensive income-

Upon derecognition, realized gains and losses are reclassified fronr OCI and

recorded in non-interest income in the Statement of Profit or l-oss and Other

Comprehensive [ncome on an average cost basis. Foreign exchange gains and

lossei that relate to the amortized cost ofthe debt instrunrent are recognized in the

Statemcnt of profit or loss and other comprchetlsive incotne.

Premiums, discounts a1d related transaction costs are arnortized over the expccted

lile otlhe instrument to Interest income in the Statement of profit or loss and otlrer

cornprehensive incotne using the effcctive interest rate method.

lmpairrncnt on debt instruments measured at FVOCI is calculated using the

expccted credit loss approach. The ACI- on debt instruments nreasured at FVOCI

does not reduce the carrying atnount of the asset irr the Statement of Financial

Position, which rernains at itS fair valtle. lnstead, an alnount equal to the allowance

that would arise ilthe assets rvere measurcd at amortiscd cost is recogtrised in OCI

with a corresponding charge to Provision for credit losses in the Statement of Profit

or Loss and Othcr Colnprehensive [ncome. The accumulated allowance recognised

in OCI is recycled to the Statemcnt ol Profit or l,.oss and Other Cotnprchcnsive

Income upon derecognition of the dcbt instrunrent.
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IDB CAPITAL LIMITED

NOTES TO THE FINANCIAL S'TATEMENTS
FORTHE YEAR ENDED 30 JUNE 2O2O (CONTINUED

3. SIGNIFICANTACCOUNTINGPOLICIES(Continued)

(g) Financial assets and financial liabilities (continued)

a. Financial assets (continued)

(iv) Clossificalion - continued

t)ebt instruments measured at FVTPL

Debt instruments are measured at FVTPL if assets:

(i) Are held for trading purposes;

(ii) Are held as part of a porttolio managcd on a fair value basis; or

(iii)Whose cash flows do not represent payments that are solely payments o[
principal and intercst.

These instruments are measured at lair value in the Statement of F-inancial Position,

with transaction costs recognized immediately in the Statemcnt of Profit or Loss

and Other Comprehensive lncome as part of Non-interest income. Realized and

unrealized gains and losscs are recognized as Part of Non-interest income in the

Statement of Profit or Loss and Other Comprehensive lncome.

Debt instruments designated at FVTPL

F'inancial assets classifled in ttris category are those that have bcen designated by

the Bank upon initial recognition, and once designated, the dcsignation is

irrevocable. The F'VTPL designation is available only for those financial assets for

which a reliable estimate of fair valuc can be obtained.

Financial assets are designated at FVTPL if, doing so climinates or significantly
reduces an accounting mismatch which would otherwise arise. Financial assets

designated at FVTPL are recorded in the Statement of Financial Position at fair

value. Changcs in fair value are recognized in Non-interest income in the statetnetrt

oI profit or loss.

Equity instruments

The Company has elected at initial recognition to irrevocably designate an equity

investment, held for purposes othcr than trading, at FVOCt. The fair valLre changes,

including any associated loreign cxchange gains or losses, are recognized in OCI

and are not subsequently reclassitied in the Staternent of Proflt or [-oss and Other

Cornprehcnsive Income, including upon disposal. Realized gains and losses are

transferred directly to retained earuings upoll disposal. Consequently, there is no

revierv required for inrpairtnent. Dividends rvill normally be recognized in the

Staternent ol Profit or Loss and Other Conrpreherrsive Income.

Rcclass ifrca tions

Finalcial assets are not reclassified subsequent to their initial recognition, except

in the period after the Cornpany changes its business model for Inallaging financial

assetS.

Financialliabilitics

Tlre Cornpany classifles its financial liabilities, other than financial guaratrtees and

loan comrniltnents, as tneasured at atnortised.
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IDB CAPITAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED ]O JUNE 2O2O (CONTINUED

3. SIGNIFICANTACCOUNTINGPOLICIES(Continued)

(g) Financial assets and financial liabilities (continued)

a. Financial assets (continucd)

(v) Impairntent of linonciol assels

The Company recognises loss allowances for Expected Credit Losses (EC[,) on the

following financial instruments that are not measured at FVTPL:

- financial assets (amortised cost and FVOCI) including debt instruments, [oans

and advances and trade receivables lrom Bancassurance.

- financial guarantee contracts issued; and

- 
loan commitments issued.

No impairment loss is recognised on equity investments.

The Company measures loss allowances at an amount equa[ to litetime ECL,

except lor the following, tor which they are measured as t2-month ECL:

- debt investment securities that are deternrined to have low credit risk at thc

reporting date i.e. balances held with central banks, domestic governrnent bills

and bonds, and loans and advances to banks; and

- other financial instruments (other than lease receivables) on which credit risk
(i.e. the risk of default occurring over the expected life ol the financial

instrurnent) has not increased signiftcantly since their initial recognition i.e.

stage I (see Note 5(a)).

When determining whether the credit risk of a financial asset has increased

significantly siuce initial recognition and when estimating ECLs, the company

considers reasonable and supportable information that is relevant and available

without undue cost or effort. This includes both quantitative and qualitative

inforrnation and analysis, based on the Company's historical expcrience and

in formed credit assessment and incIuding lorward-looking information.

Thc Cornpany assulnes that the credit risk orr a f'inarrcial asset lras increased

significantly iI it is rnore than ]0 days past dtre.

The Company considers a financial asset to be in default when:

- the borrower is unlikely to pay its credit obligations to the Cornpany in ltrll,
without recourse by the Cornpany to actions suclr as realising security (il any

is held); or

- 
the finarrcial asset is lnore than 90 days past due.

Thc Cornpany considers a debt security to have lorv credit risk whcn thcir credit

risk rating is equivalent to the globally understood delinition o['itrvesttnent grade'.

l2-month ECL are the portion ol ECt, that result lronr delault evetrts on a financial

instrument that are possible witlrin the l2 months after the reportillg date. Financial

instruments lor which a l2-month ECL is recogtrised are relerred to as'Stage I

fi nancial instrutnents'.
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i

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED ]O JUNE 2O2O (CONTTNUED

3. SIGNIFICANTACCOUNTINGPOLICIES(Continued)

(g) Financial assets and linancial liabilities (continued)

a. Financial assets (continued)

(v) Impairmenl of linancial (r.tJers - conlinued

Lifetirne ECL are the ECL tlrat result flrom a[[ possible default events over the

expected life of the financial instrument. Financial instruments lor which a Iifetirne

ECL is recognised but which are not credit-impaired are referred to as 'Stage 2

fi nanciaI instruments'.

Significant Increase in Credit Risk (SICR)

At each reporting date, the Cornpany performs both qualitative and quantitative

assessments whether thcre has been a significant increase in credit risk for

exposures since initial recognition by conrparing the risk ofdefautt occurring over

thc rernaining expected life lrom the reporting date and the datc of initial

rccognition. The assessment considers borrower-specific quantitative aud

qualitative information without consideration of coltateral, and the impact of
forward-looking macroeconotnic factors'

The cornmon assessment for SICR is largely determined by the Prudential

Cuidelines classification augtnented by macrocconomic outlook, tnanagement

judgenrent, and delinquency and monitoring.

Quantitative tnodels may not always be able to capture all reasonable and

supportable information that may indicate a signiftcant increase in credit risk.

Qualitative factors may be assessed to supplernent the gap. E,xarnples of situations

include a significant departure lrom the primary source of repaylnent, changes in

adjudication criteria for a particular Company of borrowers; changes in portlolio
composition; and legislativc changes impacting certain portfolios.

With regards to delinquency and monitoring, there is a rebuttabte presumption tlrat

delinquency backstop when contractual payments are nlore tlran l0 days past dtre.

Measurcment of ECL

ECL are a probability-weightcd estilnate of credit losses. They are measured as

[ollows:

- .financial assets tha! ctre nol credit-impaired at the repor!ing date (stage I and

2/: as the present value of all cash shortlalls (i.c. the diflerence between the

cash flows due to the entity in accordance with thc contract and the cash flows

that the Conrpany expects to receive);

- .financial assets thctt are cretli!-impaired at the reporting datc (slage 3): as the

differerrce betweert the gross carrying alnotlnt and tfie presellt value of
estirnated future cash flows;

- 
yyl1-qyt11 loan contntitmcrlls.' as tlre present value of the dilference between the

contractual caslr flows tlrat are due to the Cornpany if tlre cornnritment is drawn

down and the cash flows that tlre Conlpany expects to receive; and

- financial guarantee conlracts: the expected payments to reimburse thc holder

less any alnouuts tlrat the Company expccts to recover. See atso Note 5(a).
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NOTES TO THE TINANCTAL STATEMENTS
FOR THE YEAR ENDED ]O JUNE 2O2O (CONTINUEI)

3. SIGNIFICANTACCOUNTINGPOLICIES(Continucd)

(g) Financial assets and ftnancial liabilities (continucd)

a. Financial assets (continued)

(v) [mpairmenl of financial os.terJ - continuetl

Restructured financia I assets

tf the terms of a financial asset are renegotiated or modifled or an existing financial

asset is replaced with a new one due to financial ditficulties of the borrower, then

an assessment is rnade of whether the financial asset should be derecognised (see

note 3(g)a(url and ECl- are rneasured as follows:

- If the expected restructuring will not result in derecognition ol the existing

asset, then the expected cash flows arising from the modified financial asset

are included in calculating the cash shortfalls flrom the existing asset.

- It the expected restructuring will result in derecognition of the existing asset,

then the expected fair value of the new asset is treated as the final cash flow

flrom the existing financial asset at the time of its derecognition. This amount

is included in calculating the cash shortfalls frorn the existing financial asset

that are discounted frorn the expected date of derecognition to the reporting

<late using the original eff,ective interest rate olthe existing financial asset.

Credit-impaired ltnancial asscts

At each reporting date, the Cornpany assesses whether financial assets carried at

amortised cost and debt financial assets carried at FVOCI are credit-ilnpaired
(reflerred to as stage 3 financial assets). A financial asset is 'credit-irnpaired' wllen

one or more events that have a detrimental impact on the estimated luture cash

flows oI the financial asset have occurred.

Evidence that a financial asset is credit-impaired includes the following observable

data:

- significant financial difficulty of the borrower or issuer;

- a breach oI contract such as a default or past due event;

-- the restructurillg ol a loan or advance by the Conrpany on terlns that the

Company would not consider otherwise;

- it is becorning probable that the borrower will enter bankruptcy or other

fi nancial reorganisation; and

- the disappearance of an active tnarket lor a security because of ftnancial

difficulties.

A loan that is overdtre for 90 days or lnore is considered impaired. In addition, a

loan that has been reuegotiated due to a deterioration in tlre borrower's condition is

usually considered to be credirirnpaired unless there is evidence that the risk of not

receiving contractual cash flows has reduced significantly and there are rro other

indicators oI im pairtnent.
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IDB CAPTTAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2O2O (CONTINUED

l. SIGNIFICANTACCOUNTINGPOLICIES(Continued)

(g) Financial assets rnd ftnancial liabilitics (continued)

a. Financial asscts (continued)

(v) Impairmenl of financial osserJ - conlinued

Government securities (debt instruments)

ln making an assessment of whether an investment in sovereign debt (govertrmcnt

bills and bonds, balances duc fronr central banks) is credit-impaired, the Company

considers thc following factors;

(i) The country's ability to access own local capital markets for new debt issuance;

(ii) The rcspective government ability to maintain sovcreignty on its currency; and

(iii)Ttrc intcntions and capacity, reflected in public statements, of governtnents and

agcncies honor these commitments.

Presentation o[allowance for ECL in the statement of linancial position

Loss allowances for ECL are presented in the statement of flnancial position as

Follows:

- financial assels measured at amortsed cost: as a dcduction from the gross

carrying amount oIthe assets;

- loan commitments andfinancial guarantee conlracls: gene rally, as a provision;

- 
wl1s7s a financial inslrumenl includes both a drawn and an undrawn

componen!, and the Company canno! identifu the ECL on the loan commitmenl

component separately from those on lhe drawn comPonent: the Company

presents a combined loss allowance for both components. The combined

amount is presentcd as a deduction from the gross carrying amount of the

drawn component. Any excess of the loss allowance over thc gross amount of
the drawn component is presented as a provision; and

- dcbt inslruments measured al FI/OCI'no loss allowance is recognised in thc

statement of financial position because tfte carrying amount of thcse assets is

tlreir fair value. However, thc loss allowance is disclosed and is recognised in

the fair value reserve.

Write-off

Financiat assets at both anrortised and FVOCI are writtetr oft(eithcr parlially or in

full) when there is no realistic prospect of rccovery. Tlris is generally the case whetr

the Company deterrnines that the borrowcr does not have assets or sources of
income that could generate sufficient cash flows to repay the amoullts subject to thc

write-off. However, financial assets that are written off could still be stlbjcct to

enforcement activities in ordcr to comply with the Cornpany's procedures f,or

recovery o[ arnounts due.
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NOTES TO THE FTNANCIAL STATEMENTS
FOR THE YEAR EJDED l0 JUNE 2020 (CONTINUED

.1. SIGNIFICANTACCOUNTINGPOLTCIES(Continued)

(g) Financial assets and linancial liabilities (continued)

a. Financial assets (continued)

(vi) De-recognition

Financial asscts

The Company derecognises a financial asset when the contractuat rights to the cash

flows lrom tlre financial asset expire or it transfers thc righS to receive the

contractual casfu flows in a transaction in which substantially all of thc risks and

rewards oIowncrship of the financial asset are transferred or in which the Company

neither transfers nor retains substantially atl of the risks and rewards of ownership

and it does not retain control of the financial asset.

On derecognitiOn ofa financial asset, the diflerence between the carrying anrount

of the asset (or the carrying amount allocated to the portion of the asset

derecognised) and the sum of (i) the consideration received (including any new

asset obtained less any new liability assumed) and (ii) any cumulative gain or loss

that had been recognised in OCI is recognised in profit or loss.

Any cumulative gain/loss recognised in OCI in respect ol equity iuvestment

securities designated as at FVOCI is not recognised in profit or loss on

derecognition of such securities. Any interest in transferred financial assets that

qualify lor derecognition that is created or retained by the Company is recognised

as a separate asset or liabilitY.

The Company enters into transactions whereby it transfers assets recogniscd on its

statement of financial positiou, but retains either all or substantially all of the risks

and rewards ol the transferred assets or a portion of thern- In such cases, the

transferred assets are not derecognised. Examples of such transactions are securities

lend ing and sale-and-repurchase transactions.

When assets are sold to a third parly with a concurrent total rate olreturn swap on

the translerred assets, the lransaction is accounted for as a secured financing

transaction similar to sale-and-repurchase transactions, because the Company

retains all or substantially all olthe risks and rewards oFownership oIsuch assets.

ln transactions in which the Company neither retains nor transfers substantially all

of the risks and rewards of owncrship of a financial asset and it retains control over

thc asset, the Company continues to recognise the asset to thc extent ol its

contitruing involvement, determined by the extent to which it is exposed to changes

in the value olthc transl'erred asset.

ln certain transactiolls, the Cornpany retaills the obligation to service the trans[erred

Ilnancial asset for a fee. The transferred asset is derecogrlised if it meets the

derecognition criteria. An asset or tiabitity is recognised forthe servicing cotrtract

if the servicing fee is nlore tharl adequate (asset) or is less than adequate (liability)
flor pcrlortning the servicing.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2O2O (CONTINUET)

3. SIGNIFICANTACCOUNTINGPOLICIES(Continued)

(g) Financial assets and financial liabilities (continued)

b. Financial liabilitics

The Company derecognises a financial liability when its cotrtractual obligations are

discharged or cancelled, or expire.

(i) Motlifications of financittl assets antl /irtanciol liobilities

Financial assets

IIthe terms of a financial assct are modified, tlte Company evaluates whether the

cash flows of the rnodified assct are substantially different. If the casfi flows are

substautially different, then the contractual rights to cash flows from the original

financial asset are deemed to have expired. ln this case, the original tlnancial

asset is derecognised and a new financial asset is recognised at fair value.

lf the cash flows o[ the modified asset carried at amortised cost are not

substantially different, then the modification does not rcsult in derecognition of
the financial asset. [n this case, tfie Company recalculates the gross carrying

amount of the financial asset and recogtlises the amount arising lrom adjusting
the gross carrying amount as a rnodification gain or loss itl profit or loss. lf such

a modification is carried out because of financial difficulties of the borrower,

then the gain or loss is prescnted togethcr with impairment losses. [n olher cases,

it is presented as interest incotne.

The impact of nrodifications of financial assets on the expected credit loss

calculation is discussed in note Xg)(u).

Financial liabilitics

The Company derecognises a tinancial liability when its tenns are modified and

the cash flows o[the modifled liability are substantially different. In this case, a

new financial liability based on the modified terms is recognised at fair value.

The dillerence between the carrying amount of the finarlcial liability
extinguished and the new financial liability with rnodified terms is recognised in

prolit or loss.

(i0 Oflsetting of financial ossets and frnancial liohilities

Financial assets atld financial liabilities are ofiset and the net atnount reported in

tlre statement of tlnancial position wlrcn there is a legally ettforceable right to
oflset the recognized alnounts and there is an intention to settle ou a nct basis, or

to realize the assct and settle the liability sirnultaneously.

lncorne and expenses are presented or1 a net basis only when permitted under

IFRSs, or for gains and losses arising flrorn a Cornpany of sirnilar transactions

such as in the Cornpany's trading activity.
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NOTES TO THE FINANCTAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2O2O (CONTINUED

3. SIGNIFICANTACCOUNTINGPOLICIES(Continued)

(h) Lcases

The Company has applied tFRS l6 using the modified retrospective approach and

therefore the comparative information has not been restatcd and continues to bc reported

under IAS l7 and IFRIC 4. The details of accounting policies under IAS I 7 and IFRIC 4

are disclosed separately.

I'olicy applicablefrom I July 2019

At inception of a contract, the Company assesses whether a contract is, or contains, a

lease. A contract is, or contains, a lease ilthe contract conveys the right to control the use

of an identified asset f,or a period of time in exchange lor consideration. To assess whetlrer

a contract conveys the right to control the use ol an identified asset, the Company uscs

the definition of a lease in IFRS 16.

This policy is applied to contracts entered into (or changed) on or after I January 2019.

Company as a lessee

At commencemetlt or on modification oIa contract that contains a lease component, the

Cornpany allocates consideration in the contract to each lease component on the basis of
its relative standalone price. Flowever, for leases of branches and office premises the

Company has elected not to separate non-lease components and accounts lor the lease

and non-lease components as a single lease component.

The Company recognises a right-of-use asset and a lease liability at the lease

commencement date. The right-ot-use asset is initially tneasured at cost, which cornprises

the initial anlount of the lease liability adjusted for any lease payments made ator before

the commencement date, plus any initial direct costs incurred and an estimate of costs to

dismantlc and remove any improvements made to branches or office premises.

The right-ot-use asset is subsequentty depreciated using the straight-line method f,rorn

the commencement date to the end of the lcase term. In addition, the right-ol-use asset is

periodically reduced by impairment losses, if any, and adjtrsted [or certain

remeasurements of the lease tiability.

The lease liabitity is initially measured at the prescnt value of the lcase paytnents that arc

not paid at the commencernent date, discounted using the interest rate implicit in the leasc

or, if tlrat rate carlnot be readily determined, the Cornpany's incretncntal borrowing rate.

Cenerally, the Cornpany uses its incrernental borrowing rate as the discount ratc.

The Company determines its incrernental borrowing rate by analysing its borrowirrgs

from various external sources and makes certain adjustments to reflect the terms of the

lease and type ofasset leased.

Lease paynrents iucluded iu tlre rneasurement of the lease liability contprise the

following:

- 
fixed paynrents, including in-substance fixed payments;
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NOTES TO THE FINANCIAL STATEMENTS
FOR TI{E YEAR ENDED 30 JUNE 2O2O (CONTINUED

3. SIGNIFICANT ACCOUNTING POLICI ES (Continued)

(h) Leascs (continued)

Company as a lessec (continued)

Policy applicable from I July 20 I 9 - continued

- 
variable lease payrnents that depend on an index or a rate, initialty measured using

the index or rate as at the commencement date;

- 
amounts expected to be payable under a residual value guaratltee; and

- the exercise price under a prrrchase option that the Company is reasonably certain to

exercise, lease payrnents in an optional renewal period if the Company is reasonably

ccrtain to exercise an extension option, and penalties for early tertnination of a lease

unless the Company is reasonably certain not to terlninate early.

The lease liability is measured at amortised cost using the effective interest method. It is

remeasured when there is a change in future lease payments arising irorn a change in an

index or rate, ilthere is a change in the Company's estilnate o[the amount expected to

be payable under a residual value guarantee, ifthe Cornpany changes its assessment of
wtrittter it will exercise a purchase, extension or termination option or if there is a revised

in-substance fixed lease payment.

When the lease liability is remeasured in this way, a corresponding adjustment is made

to the carrying alnount o[ the right-of-use asset, or is recorded in profit or loss if the

carrying amount ofthe right-of-use asset has been reduced to zero.

The Company presents right-of-use assets iu 'property and cquipment' and lease

liabilities in 'other liabilities' in the statement of financial position.

Short-term leases and leascs of low-value assets

The Company has elected not lo recognise right-of-use assets and lease liabilities for

leases ol low-value assets and short-lerrn leases, including leases of IT equipment. The

Company recognises the lease payments associated with these leases as an expense on a

straight-line basis over the lease terrn.

Poticy applicable before I January 2019

For contracts entered into belore I January 20 19, the Conrpany determincd whether the

arrangen'letll waS Or cotrtaitred a leaSe based on the assessment oIwlrether:

- 
tirlfilmentofthearratlgernentwasdependentontheuseoIaspecificassetorassets;
and

- 
the arraltgenlent had conveyed a right to trse the asset.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JO JUNE 2O2O (CONTINUED

l. STGNIFICANTACCOUNTINGPOLICIES(Continued)

(h) Lcascs (continued)

Company as a lessee

The Company did not have any finance leases under IAS 17.

Assets held under other leases were classified as operating leascs and were not recognised

in the Cornpany's statelnent of financial position. Payments tnade under operating leases

were recognised in profit or loss on a straight-line basis over the term of the lease. Lease

incentives received were rccognised as an integral part of the total lease expensc, over

the term of tlre lease.

(i) Post-employmentbenefitobligations

(i) Defined benefit scheme

The Company's does not have a defined benefit scheme.

Effective ilst December 201I the scheme closed to new entrants. Membcr aged

below 45 years as at lt December 201I ceased accrual in the scheme as at this

date. tn addition, members above 45 years had the option to continue accruing

benelits in the scheme but all active members above 45 years opted to join the new

defined contribution arrangement and therefore future accrual in the scheme ceased

with effect from I January 2012. This change in the arrangement has triggered a

curtailment under IAS 19, the impact of which has been determined and reflected

in Note 20.

(ii) Slatulory defined contribulion plan

The company also contributes to a statutory defincd contribution pension scheme,

the National Social Security Fund (NSSF). Contributions are by the requirements

of local statute and are currently limited to KShs 200 per employec per lnonth. The

Cornpany's corrtributions to the above schernes are charged to profit or loss in the

year to which they relate.

(iiil TerminalionbeneJits

'Termination benelits are recognised as an expense when the Cornpany is
demonstrably cornmitted, without realistic possibility of withdrawal, to a forrnal

detailed plan to either terrninate employmeut before the nortnal retirelnent date, or

to provide tertrrinatiorr benefits as a result of an offer madc to ellcourage voltlntary

redundancy. Telnination benefits for voluntary redttndancies arc recognised as an

expense if the Company has rnade arr offer encouraging voluntary redtrndarrcy, it
is probable that tlre offer will be accepted, arrd the numbcr of acceptances can be

estimated reliably.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENpED 30 JUNE 2020 (CONTINUED

l. SIGNIFICANTACCOUNTINGPOLICIES(Continued)

(i) Post-employmcnt benefit obligations - continued

(iu) Shorl lerm entployee benefils

Employees' entitlemcnts to annual leavc are charged to the profit or loss as they

tall due. A liabitity is recognised for the amount to be paid [or ltre annual leave

days outstanding and short-term cash bonus plans if the Company has a present

legal or constructive obligation to pay this amoullt as a result of past service

provided by tlre ernployee and the obligation can bc estirnated reliably.

(v) Gratuity

Employees on contract terms are entitled to a gratuity of 3lYo of their basic salary

and is payable after successful completion of the contract. The gratuity accrual is

chargcd to the profit or loss on a monthly basis-

0) Property and equipment

All categories of property and equipment are initially recognised at cost and subsequently

carried at cost less accumulated depreciation and accumulated impairment losses. Cos(

includes expenditure directly attributable to the acquisition of the assets. Computer

software, includiug the operating system, that is an integral part o[the related hardware

is capitalised as part oI the computer equipment.

Subsequelt costs are inctuded in the asset's carrying amount or recognised as a separate

asset, as appropriate, only when it is probable that future economic benefits associated

with the item will flow to the Company and the cost of the item can be measured reliably-

Repairs and maintenance expenses are charged to the profit and loss account in the year

in which they are incurred.
Depreciation is calculated using the straight-[ine method to write down the cost of each

asset to its residual value over its estirnated useful life using the following annual ratcs:

Furniture and fittings
Computers, copiers and [axes (under olfice equipment)

Computers hardware - server (under office equipment)
Mobile devices
Office equipment - others
Furnishings (othcr assets)

Motor vehicles

Rate %o

t2.50
25.00
r2.50
50.00
12.50
12.50

20.00

'l'he assets' residual values and useful lives arc reviewed. and adjusted if appropriate, at

each balalce shcet date. Capital work in progress represents assets that are under

construction or that are not inrrnediately available lor use and are not depreciated but

reviewed for impairrnent.

Gains aud losses on disposal olproperry and equiprncnt are deterrnined by ref,erence to

their carrying antoullt atrd are taken into account i1 determining operating profit.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2O2O (CONTINUED)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(k) [ntangiblc assets

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

hardware are initially recognised at cost, and subsequently carried at cost less

accumulated amortisation and accumulated impairment losses. Costs that are directly

attributable to the production of identifiabte computer software products controlled by

the Cornpany are recognised as intangible assets. Arnortisation is calculated using the

straight-iine method to write down the cost o[ each license or item o[ software to its

residual value over its estimated useful life of five years. Capital work in progress

represents assets that are not immediately available for use and are not amortised but

reviewed lor inrpairment.

(l) Impairment of non-l-tnancial assets

The carrying amounts of the Company's non-financial assets are reviewed at each

financial reporting date to determine whether there is any indication of impairment. If
any such indication exists then the asset's recovcrable alnount is estirnated

An impairment loss is recognised if the carrying amount of an asset or its cash-generating

unit exceeds its recoverable amount. A cash-generating unit is the smallest identifiable

asset group that generates cash inflows that largety are independent from other assets and

grorpi. Impairment losses are recognised in profit or loss. Impainnent losses recognised

i,., r.rp".t of cash-generating units are allocated first to reduce the carrying amottnt of
any goodwill allocated to the units and theu to reduce the carrying amount of the other

^r"tr 
in the unit (group of units) on a pro-rata basis. The recoverable amount o[an asset

or cash-generating unit is the greater of its value i n use and its fair value less costs to sel l.

In assesiing value in usc, the estimated future cash flows are discounted to their present

value usin[' a pre-tax discount rate that rcflects current market assessments of the tirne

value ofmoney and the risks specific to the asset.

(m) Cash and cash equivalents

Cash apd cash equivalents for the purposes of the statement of cash flows comprise cash

i1 hand, balances with maturities of three months or less from the date ol'acquisition that

are readily convertible 1e ftnewn amounts of cash and which are subject to an insignificant

risk of clranges in value, treasury bills and other etigible bills, arnounts due fiom banks.

(n) Provisions

Provisions are recognised when the Company has a present legal or constructive

obligation as a result of past events, for which it is probable that an outflow of economic

benefits will be required to settle the obligation, and a reliable estitrrate can be made of
the anrotrnt of the obligation.

(o) Contingentliabilitics

I-etters of credit, acceptances, guarantees and perlornrance bonds are accouuted for as

off-balance shcet transactions and disclosed as contirrgent Iiabilitics as disclosed in Note
j I . Estimates of the outcolne and ol the financial effect of contingent liabilities is made

by the rnanagement based on the iniornration available up to tl.re date the firrancial

statenleltts are approved for issue by the directors. Any expected loss is charged to the

profit and loss accottut in the year in which it is deternlir"red.
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NOTES TO THE FINANCIAL STATENIENTS
FOR THE YEAR ENDED ]O JUNE 2()2O (CONTTNUED)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(p) Comparatives

Where necessary, the comparativc figures have been adjusted, regrouped or reclassified

to conform to current year prcscntation.

(q) New standards, amendments and interpretations

(i) New slot (lards, amendments and interprelatiotts effeclive and udoptetl during
the yeat

The Company has adopted thc lollowing new standards and amendments

during the ycar cnded 30 June 2020, including collsequcntial amendments to

other standards with the date ol initial application by the Company being I

July 2019. The nature and effects ofthe changes are as cxplained here in.

- 
1FfiS 16 Leases

The Company applied IFRS l6 using the nrodified retrospective approach,

under which the curnulative effect of initial application is recognised in
retailed earnings at I Jantrary 2019. Accordingly, thc comparative information
presented for 201 8 is not rcstated - i.e. it is presented, as previously reported,

undcr [AS l7 and related interpretations. The details oI the changcs in
accounting policics are disclosed below. Additionalty, thc disclosure

requirements in IFRS l6 have not generally been apptied to conlparative

in[ornration.

De[inition o[ a lease

- 
previously, the Conrpany determined at contract inception whethcr an

arrangement

- is or contains a lease under tFRIC 4.

- 
pg1s1n1i6ing whether atr Arratrgement contaius a Lease.

Thc Conrpany now assesses whether a cotltract is or contains a lease bascd on

the defirrition of a lease. On transition to IFRS t6, the Conrpany elected to

apply the practical expedient to grandlather the assessmcnt of which

transactions are lcases. The Cornpany applicd IFRS l6 only to contracts that

were previousty identified as leases. Contracts that werc not identified as

leases undcr IAS l7 and IFRIC 4 wcre uot reasscssed for whether there is a

lease under IFRS 16.
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New standard or amendments
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- IFRS 16 Lcases I January 2019
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Comoensation I January 2019

- IAS 28 Long-term Interests in Associates and

Joint Ventures I January 2019

- Annual itnprovcments cycle (2015-2017) I January 20[9
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I January 2019



i

TDB CAPITAL LIMITED

NOTES TO THE FTNANCIAL STATEMENTS
FORTHE YEAR ENDED 30 JUNE 2O2O (CONTTNUED)

3. SIGNIFICANTACCOUNTINGPOLICIES(Continued)

(q) New standards, amendments and intcrpretations (continued)

(i) New standards, anrcn{lnrcnls and inlerpretalions ellcctive antl odopled during
the ltear - conlinued

- 
/FRS 16 Leases - conlinued

Company as a lessee

As a lessee, tlre Company leases of/ice premises.'l'he Company previously

classified these leases as operating leases under IAS l 7 based on its assessment

of whether the lease transflerred substantially all ol the risks and rewards

incidental to ownership of the underlying asset to the Company. Under IFRS

16, the Company recognises right-ofl-use assets and tease liabilities for leases

of,branch and oflice premises - i.e. these leases are on-balance sheet.

At commencement or on modification of a contract that contains a lease

component, the Company allocates the consideration in the colltract to each

lease component on the basis of its relative stand-alone prices.

On transition, for these leases, lease liabilities were measured at the prcsent

value of the remaining lease payments, discounted at the Cornpany's

incremental borrowing rate as at I January 20t9.

Right-of-use assets are measured at their carrying amount as it IFRS l6 had

been applied since the commencement date, discounted using the lessee's

incremental borrowing rate at the date olinitial applicatiorl.

-the 
Company used a number of practical expedients when applyirtg IFRS l6

to leases previously classified as operating leases under IAS 17. ln particular,

the Company:

- reticd on its assessment of whether leases are onerous urrder IAS 37

Provisions, Contingent Liabilities and Contingent Assets imrnediately

belore the date of initial application as an alternative to perforrning an

impairment review;

- did not recognise right-of-use assets and liabilities for leases for which

the lease ten'n ends within l2 months of the date ol initial application;

- 
did not recognise right-of-use assets and liabilities for leases of lorv-valtte

assets (i.e. offices);

- excluded initial direct costs frorn measuritrg the right-of-use asset at the

date of initial application; and

- used hindsight when deterrnining the lease term.
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IDB CAPITAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR END-ED 30 JUNE 2O2O (CONTINUED)

3. SIGNIFICANTACCOUNTINGPOLICIES(Continued)

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

(i) New slantlords, omendmeuts and inlerpretalions elfective ond aclopted during
the yeor - conlinued

- 
/FRS l6 Leases -continued

Impact on linancial statements

on transition to IFRS 16, the Cornpany recognised additional right-ol-use

assets and additional lease liabilities

Company as a lessee

When measuring lease liabilities [or leases ttrat were classified as operating

leases, the company discounted lease payrnents using its incretnental bonowing
rate at I July 2019. The weighted- average rate applied is 13.5%.

The Cornpany has applied IF'RS l6 using the modified retrospeclive approach

and therefore the comparative infonnation has not been restated and continues

to be reported urrder IAS l7 and IFRIC 4.'l'he detaits o[accounting policies

under IAS l7 and IF'RIC 4 are disclosed separately.

Policy applicable from t July 2019

At inception of a contract, the Company assesses whether a contract is, or

contains, a lcasc. A contract is, or contains, a lease i[ the contract conveys the

right to control the use of an identified asset for a period of tirne in exchange

for consideration. To assess whether a contract conveys the right to control the

usc olan identified asset, the cornpany uses the dellnition o[a lease in IF'RS

l6.This policy is applied to contracts entered (or changed) otr or after I January

2019.

Company as a lessee

At comrncncenlent or on rnodificatioll of a contract that colttains a lease

component, the company allocates consideratioll in the contract to each lease

cornponcnt on the basis of its relative stand- alone pricc.

'l'he cornpauy recognises a right-of-use asset and a lease liability at the lease

coml.nencetnent date. The rigtrt-of-ttse asset is initially llleasured at cost, which

conrprises thc initial anrount ol the lease liability adjusted for any lease

payments rnadc at or before the conrrnencelnent date, plus any initial direct

cOSts incurred and an estitltate of costs to diSrnantle and retttove atry

improvelnents nrade to branches or office prernises.
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IDB CAPITAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FORTHE YEAR ENDED ]O JUNE 2O2O (CONTINUED)

3. SIGNIFICANTACCOUNTINGPOLICIES(Continued)

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

(i) New stantlartls, onrenrlments an{l interpretotions effective and odoptctl during
lhe year - conlinuecl

- /FRS 16 Leases - conlinued

Company as a lessee - continued

The right-of-use asset is subsequently depreciated using the straight-line

method lrom the commencement datc to the end olthe lease term. In addition,

the right-ol-use asset is periodically reduced by impairment losses, ilany' and

adjustcd for certain remeasuremcnts of the lease liability'

The lease liability is initially measured at the present value o[ the lease

payments that are not paid at the commencement date, discounted using the

interest rate implicit in the tease or, if that rate cannot be readily determined,

the Company's incrcmental borrowirrg rate. Cenerally, the Company trses its

incremental borrowing rate as the discount ratc.

The Company determines its incremental bonowing rate by analysing its bank

borrowings and makes certain adjustments to reflect thc tcrms of the lease and

type ofasset leased.

Leasc paymenS included in the measurernent of the lease liability cornprise the

following:

-. fixed payments, including in-substance fixed payments;

- variable lease payrnents that depe nd on an index or a rate, initially measured

using the index or rate as at the commencemcnt date;

- arnounts expected to be payable under a residual value guarantee; and

- the exercise price under a purchase option that the Company is reasonably

certain to exercise, lease paytnents in an optional retrewal period if the

Company is reasonably certain to exercise an extension option' and penalties

lor early terrnination oia lease unless the Company is reasonably certain not

to tenninatc earlY.

The lease liability is rneasured at anrortised cost using the effective interest

method. lt is remeasured whcn there is a change in future lease paynrents arising

lrom a change ip an index or rate, if there iS a change in the Cornparly's estirnate

ofthe anrount expected to be payable under a rcsidual value guarantee, ifthe
Comparry changes its assesstnent of whethcr it will exercise a pttrchase,

extension or tennination option or if thcre is a revised in-substance frxed lease

payment.

Whcn the lease liability is retneasrtred in this way, a correspondillg adjttstlnent

is made to the carrying atnount ol the right-of-use asset, or is recorded in profit

or loss if the carryirrg alnount ol-the right-ofl-use a-sset has been reduced to zero,

The Company presents right-of-use assets in 'property and equiprnent' and

lease liabilities in 'other liabilities' in the staternent of financial position.
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IDB CAPITAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2O2O (CONTINUED)

3. SIGNIFICANTACCOUNTINGPOLTCIES(Continued)

(q) New standards, amendments and interprctations (continued)

(i) New stanflartls, amendments antl inlerpretations effective and adopted during
lhe yeor - continued

- /fRS 16 Leases -continued

Short-term leases and leases of low-value assets

The Company has elected not to recognise right-of-use assets and lease

liabilities for leases of low-value assets and short-term leases. The Company

recognises the lease payments associated with these leases as an exPense on a

straight-line basis over the lease tenn.

Policy applicable before I January 2019

For contracts entered before t January 2019, the Company determined whether

the arrangernent was or contained a lease based on the assessment of whether:

- 
flulfi[n1s6t ofthe arrangement was dependent on the use o[a specific asset

or assets; and

- 
the arrangement lrad conveyed a right to use the assct.

The Cornpany did not have any finance leascs under IAS 17.

Assets held under other leases were classified as operating leases and were not

recognised in the Company's statement of financial position- Payments made

under operating leases were recognised in profit or loss on a straiglrt-line basis

over the term of the lease. Lease incentives received were recognised as an

integral part olthe total lease expense, over the term ofthe lease.

O Impocl on transilion

The company has presented right of use assets that do not meet thc definition of
investment property within "Property plant and Equipment" i.e. the same Iine item

in which it presents underlying assets of the satne nature it owns.

On transition to IFRS 16, the Company recognised additional right-of-use assets,

and additional lease liabilities.'Ihe irnpact on tLansition is surnmarised below:
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TDB CAPITAL LIMITED

3.

NOTES TO THE FINANCTAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2O2O (CONTINUED)

SIGNIFICANT ACCOUNTING POLICIES (Continued)

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

(i) New stantlartls, omentlments and inlerpretalions e/lective and adopled during
the year - continued

- /FR.S l6 Leases - continued

I July 2019
KShs'000

Right-of-use assets - (Note 29)

Lease liabilities (Note 29)

12,173
t2,313

When measuring lease liabilities lor leases that were

leases, the Comparry discounted lease paymcnts using its
classified as operating
incremental borrowing

rate at I July 2019. The weighted -averase rate aoolied is 13.5o/o oer annum.
I July 2019

KShs'000

Operating lease commitments at 30 June 20 l8 as disclosed

under IAS l7 in the Company's financial statctnents

Discounted using the incremental borrowing rate at I July

z0t9
Leasc liabilities recoqnised at I July 2019

23,225

14,818
t2,373

Right-of-use assets

Right-of-use assets relate to leased offrce premiscs that are presentcd withrn

propcrty and equipment.
2020

ComPanY
KShs'000

Balance at I July 20 19

Recognition of right of use asset

Additions
Depreciation charge for the Year
Translation difference

t2,373

(4,94 r)

Balance at.]0 June 2020 
----Jln-

At l0 June 20 19, the luture minirnum lcase payments utrdcr non-cancellable

operating leases were payable as lollows.

Maturity analysis - Contractual undiscounted cash flows

Company
KShs'000

Total comprehensivc income
Less than one year

Betwccn one artd five years

Morc than five years

14,838

5,69'7

9.141

Total undiscountcd lease liabilities at J0 .lunc
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TDB CAPITAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2O2O (CONTINUED)

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(q) New standards, amendmcnts and interprctations (continucd)

O New slan(lartls, omendmenls antl inlerprelations effeclive ond adopled during

lhe year - conlinued

- /FR.t l6 Leases - conlinued

Lease liabilities

lncluded in orher liabilities (Note 29) are lease liabilities as at l0 June 2020

amounting to KShs 8.34 million.

Amounts rccognised in profit or loss

2020 - Lesses under IFRS 16
Company
KShs'000

lnterest on lease liabilities (Notc 29)

Expenses relating to short-tertr leases

Expenses relating to leases oI low-value assets' excluding

short-term leases of low-value assets

r,670

1.670

23,225

23,225

r.670
(5,6e7)

2019 - Operaling leases under IAS l7
Lease cxpense
Contingent expense

Amounts recognised in statement of cash flows

lnterest on lease liabilities
Paynrent of lease liabilities

Total cash outflow for leases (4,027)

- 
TFRIC 23 Clarificalion on accounting for lncome lai e.Yposw'es

IFRIC 2j clarifics the accounting for incornc tax treatnretlts that have yet to be

accepted by tax authorities, whilst also airning to etrhatrce transparellcy.

ll-RlC 2i explains how to recognise and rneasure deferred and current ittcotne

tax assets and liabilities where tltere is uncertainty over a tax treatment.

An uncertain tax treatlneut is any tax treatlncnt applied by an entity wherc

therc is uncertainty over whether that treattnent will be accepted by the tax

authority.
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IDB CAPTTAL LIMITED

NOTES TO THE F'INANCIAL STATEMENTS
FORTHE Yf,AR trNDED 30 JUNE 2O2O (CONTTNUED)

3. SIGNIFICANTACCOUNTINGPOLICIES(Continued)

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

(i) New slandartls, amendmenls ond inlerprelations effective and adopled during
the year - continued

t[ an entity concludes that it is probable that the tax authority will accept an

uncertain tax treatlnent that has been taken or is expected to be taken on a tax

return, it should determine its accounting for incotne taxes consistently with that

tax treatment. llan entity concludes that it is not probable that the treatrnent will
be accepted, it should reflect the effect o[ the uncertainty in its income tax

accounting in the period in which that determination is made. Uncertainty is

reflected in the overall measuretTlent of tax and separate provision is not allowed.

The entity is required to lneasure the impact o[ 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 existirrg disclosure

requirements, about

(a) judgments made;
(b) assumptions and other estimates used; and

(c) potential impact oIuncertainties not reflected

The new Standard is efflective [or annual periods beginning on or after I January

20t9.

The adoption o[ these amendments did not have an impact on the financial

statenrents of the Company.

- Prepaymenl Features with Negative Cotnpensation (Amenclments to IFRS 9)

The amendments clarify that financia[ assets contaitling prepayment features

with negative compensation cau now be measured at arnortised cost or at fair
value through other comprehensive income (l"VOCl) iI they meet the other

relevant requiremetrts of tFRS 9.

The amendments apply for annual periods beginning otr or after I January 2019

with retrospective application, early adoption is perrnitted.

The adoption of these amendments did not lrave an impact on the financial

statements of the Cornpany.
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IDB CAPITAL LIMITBD

J.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2O2O (CONTINUED)

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(q) New standards, amendments and intcrpretations (continued)

(i) New standorils, amentlntenls and inlerprelaliotts effective and adopled during
the year - continued

- 
Long-term lnterests in Associates andJoint Venlures (Amendment lo IAS 28)

The amendrnents ctarify that an entity applies IFRS 9 to long-term interests in

an associate and joint venture that form part of the net investment in the

associate or joint venture but to which the equity method is not applied.

'fhe amendnrents apply for annual periods beginning on or alter I January

20 19. Early adoption is permitted.

'l'he adoption of these standards did not have an impact on the financial

statements of the CompanY.

- 
/lnnual improvement cycle (20 l5 - 2017) -variotts standards

Standards Amendments

IFRS 3 Business
Combinations
and IFRS ll
Joint
Arrangements

Clarifies how a Company accounts lor increasing its interest

in a joint operation that meets the definition of a business:

- 
If a party rnaintains (or obtains) joint control, then the

previously held interest is not remeasured.

- 
tla party obtains control, then the transaction is a business

combination achieved in stages and the acquiring party

remeasures the vlous held interest at lair value

IAS t2 Inconu
laxes

Clarifies that atl income tax consequences ol dividends
(including payments on financial instruments classified as

equity) are recognised consistently with the transactions that

gellerated the distributable profits - i.e. in profit or loss' OCI
or equity.

IAS 2]
Borrowittg cosls

Clarifies that the general borrowings pool used to calculate

eligible borrowing costs excludes only borrowirrgs that

specifrcally finance qualifying assets that are still under

developnrent or coustruction. Borrowings that were intended

to specifically llnattce qualifying assets that are now ready flor

tlreir intended use or sale - or any non-qualilying assets - are

included in that general pool.

As the costs of retrospective application might outweiglr the

benefits, the chartges are applied prospectively to borrowing
costs incurred on or alter the date an entity adopts the

arnendrnents
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IDB CAPITAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAII. ENDED 30 JUNE 2O2O (CONTINUED)

3. SIGNIFICANTACCOUNTINGPOLICIES(Continued)

(q) Ncw standards, amendments and intcrpretations (continued)

(i) New slandortls, anrcndments and interprelalions effective ond odopletl during
the year - continuecl

- [ Anru@l improvement cycle (20 I 5 - 20 l7) - various standards - continued

The amendmcnts are effective for annual reporting periods beginning on or

after I January 20 l9 with carlier application permitted. The adoption of these

amendments is not expected to a[fect the amounts and disclosures of the

Company's fi nancial statements.

- 
tAS t9 Ptan Amendment, curtailment or settlement (Amendmenls to tAS l9)

The amendmen6 clarify that

on amendment, curtailment or settlcrncnt of a defined benefit plan, a
Cornpany now uses updated actuarial assumptions to determine its current

service cost and net interest for the period; and

the effect o[ the asset ceiling is disregarded when calculating tlre gain or

loss on any settlement of the plan and is dealt with scparately in other

comprehensive income (OCl).

Consistent with the calculation of a gain or loss on a plan amendmcnt' entities

will now use updated actuarial assumptions to detertnine the current service

cost and net interest for the period. Previously, entities would not have updated

the calculation oI these costs until the ycar-end.

Further, if a defined benefit plan is settled, any asset ceiling would be

disregarded when determining the plan assets as part of the calculation olgain
or loss on settlement.

The arnendments appty for plan amendtncnts, curtailments or settlements that

occur on or after I January 20 19, or the datc on wlrich the amendtnents are

first apptied. Earlier application is perrnitted.

The adoption olthis standard did not have an irnpact on thc financial statelnellt.s

of the Company.

a
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TDB CAPTTAL LIMTTED

3.

NOTES TO THE FINANCTAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2O2O (CONTINUED)

SIGNIFICANT ACCOUNTING POLICIES (Continued)

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

(i) New slondards, amendments antl inlerpretations in issue but not yet etlective

A number ofnew standards, anrendments to standards and interpretations are not

yet effective for the year ended i0 June 2020, and have not been applied in

preparing these financial statements.

'l-he Company does not plan to adopt these standards early. These are summarised

below:

New standards or amendments Effective for annual
period bcginning or

after

- Definition of a Business ments to IFRS I January 2020

- Amendments to References to Conceptual

Framework in IFRS Standards

I January 2020

- Definition of Material (Amendments to IAS I and

IAS 8

I January 2020

- lnterest Rate Benchmark Reform (Amendments to

IFRS 9. IAS 39 and IFRS 7)
I January 2020

- COVID- l9-Related Rent Concessions (Amen dments

to IFRS t6
I June 2020

- Onerous Contracts Cost of Fulfilling a Contract
(Amendments to IAS 37)

I January 2022

- Annual Improvements to IFRS Stand nrtls 20 I 8-2020 I January 2022

- Property, Plant and Equipment: Proceeds before

Use Amendments to IAS l6
1 January 2022

- Reference to the Conceptual Framework
(Amendments to IFRS 3)

1 January 2022

- IFRS l7 [nsurance Contracts I January 202i

- Classification of liabilities as currellt or non-curretlt
Amendments to IAS I

I January 2023

- Amendments to IFRS l7 t January 2023

- Sale or Contribution of Assets betweerr an [nvestor

and its Associate or Company (Amendments to IFRS

l0 and IAS 28)
'l'o be determined
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4.

NOTOS TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2O2O (CONTINUED)

SIGNIFICANT JUDGEMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

The Directors are responsiblc for selecting and disclosurc of the Company's critical accounting

policies and estimates aud the application o[ these policies and estilnates-

(a) Critical accounting estimates and assumptions

The Company makes estimates and assurnptions concerning the future. The resulting

accounting estimates will, by definition, scldom equal the related actual resr-rlts. The

estimates and assumptions that have a significant risk of causing a material adjustrnent

to the carrying amounts of assets and liabilities within the next financial year are

addressed below:

(i) Measurement of expected uedit losses (ECL)

The measurenrent of tlre expected credit loss ailowance for ftnancial assets measured

at amortised cost and FVOCI is an area that requires the use o[cornplex models and

significant assurnptions about future economic conditions and credit behaviour (e.g.

the likelihood of customers defaulting and the resulting losses)'

A number of significant judgements are also required in applying the accounting

requiretnent for measuring ECL, such as:

- 
Determining criteria for significant increase in credit risk;

- Choosing the appropriate models and assumptions for the measurement of
ECL;

- Establishing thc nurnber and relative weightings o[ forward-looking scenarios

for each type o[ product/rnarket and the associated ECL;

- 
Establishing groups of similar financial assets lor the purposes of measuritrg

ECL;

- Determining the relevant period of exposure to credit risk when measuring

ECL tor credit cards and rcvolving credit lacilities; arld

- f)etermining the appropriate business models and asscssing the "solely
payments of principal and interest (SPPI)" requiremetrts for financial assets.

(ii) Carryiqg value of unquoted equit-v irrvestmerrts

Unquoted equity invcstutents are stated at cost in accordance with the Cornpany's

accour.rting policy, and wlrere the carrying anlount (cost) is less than the lair valtre,

the unquoted investrnents are impaired.

(iii) Taxation

Judgement is required irr dctermining the provision for incotne taxes due to the

complexity of tegislation. There are many trallsactions and calculations for which

ultimate tax dctermination is uncertain durirrg the ordirrary course of btrsiness. The

Company recognises liabilities for anticipated tax audit issues based ot1 estilllates o[
whether additional taxes will be due. Wlrerc the final tax otltcome olthese matters

is ditlerent lrorn the alnoullts that were initially recorded, such dilferenccs will
impact the income tax and dcfcrred tax provisions in the period in which such

deterrnination is rnade.
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4.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2O2O (CONTTNUED)

SIGNIFICANT JUDGEMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (CONTINUED)

(a) Critical accounting estimates and assumptions (continued)

(iv) Useful lives and residrtol values of prope rly ond equipment

The Company tests annually whether the useful lile and residual valtte estimates

were appropriate and in accordance with its accounting policy. Useful lives and

residual values ofproperty and equiptnent have been detcrrnined based on previous

experiencc and anticipated disposal valttes when the assets are disposed.

5. RISK MANAGEMENT OBJECTIVES AND POLICIES

Financia I risk ma nagement

The Company's activities expose it to a variety of financial risks including credit, liquidity and

market risks. The Company's overall risk managernent policics are set out by thc board and

implementcd 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 therelore to achieve an appropriate balance between risk

and return and minimise potential adverse eflects of such risks on thc Company's financial

perFormance.

Risk management framework

The board of directors has overall responsibility for the establishment and oversight of the

Company's risk managemcnt flramework. The board has established thc Asset and l-iabitity
(ALCO), Credit and Opcrational Risk committecs, which are responsible [or developing and

monitoring Cornpany risk management policics in their specified areas. All board cornmittees

have both executive and non-executive rnembers and report regularly to the board ofdirectors
on their activities.

The Cornpany's risk managemcnt policies are established to identify arrd analyse the risks faced

by the Conrpany, to set appropriate risk Iirnits and controls, and to tnonitor risks and adlrerence

to lirnits. Risk management policies and systems are reviewed regularly to reflect changes in

market conditions, products atrd services olfered.

The Courpany, through its training and management standards and procedures, aims to develop

a disciplined and constructive coutrol cnvironurent, in rvhich all employees understand thcir

roles and obligations.

The Conrpany's Audit Comntittee is responsible lor rnonitoring compliance with tlre

Coprpany's risk managernent policies and procedures, atrd flor reviewing the adequacy of the

risk ntanagement framcwork in relation to thc risks laced by thc Cornpany. The Cotnpany's

Audit Contmittee is assisted in these functions by internal arrdit. lntcrnal audit undertakes botlr

regular and ad-hoc rcviews of risk rnanagcrncnt controls and procedures, the results o[ which

arc reportcd to the audit courrnittee.
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5

NOTES TO THE FTNANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2O2O (CONTINUED)

RISK MANAGEMENT OBJECTIVES AND POLICIES CONTINUED)

Risk managcment framework (continued)

'l'he Company has exposure to the following areas in use of financial instruments;

(a) Credit risk

Credit risk is the risk olfinancial loss to the Company if a custotner or counterParty to a

financial instrumept laits to rneet its contractual obligations, and arises principally lrom

Cornpany's loans and advances to customers and investtnent securities. For risk

management reporting purposes, the Company considers and consolidates all elements

of credit risk exposure.

The board of directors has delegated responsibitity of the marragement of credit risk to

its Board Credit Comrnittee. A scparate entity credit management committee reporting to

the Board Credit Committee is responsible for oversight o[ thc Cornpany's credit risk.

The Company's credit 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 statctncnt o[ financial position.

I'he risk that the counterparties to trading instruments might default on their obligation is

monitored on an ongoing basis. ln monitoring credit risk exposure, consideration is given

to trading instrumeits with a positive fair value and to the volatility of the fair value of
trading instrurnents over their remaining life.

To managc the level of credit risk, the Company deals with counter partics of good credit

standing and when appropriate obtains collateral.

The Cornpany also monitors concentrations o[credit risk that arise by industry and type

of customer irr relatiorr to the entity's loans and advances to customers by carrying a

balanced portfolio. The Company has no significant exposure to any individual customer

or counterparty.

To detelnine impairrnent 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 temrs ofthe loans and advances.

T6e carrying amount of t'inancial assets represents the maxinluln exposure to credit risk-

The rnaximum exposure olcredit risk at the rcporting date was:

2020 2019

Carrying urrtounl: KShs'000 KShs'000

Loans and advances to customers - net (Note l7)
Deposits with financial institutions (Note l6)
lrlterest receivable on deposits (Note l8)
Cash at bank (Note l5)

81i,257
199,481

2,841

7.925

64l,6rl
2 j j,0ll

r,849
2,552

88r*027Total r.o{.L506
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR E,NDED ]O JUNE 2O2O (CONTINUED)

RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)

(a) Credit risk (continued)

Loans and advances to customers

The nraximum exposure to credit risk from loans and advances to custolners is KShs

8 j 3,257 milliop (2019 - KShs 64i.6 mitlion), which is 74o/o of tolal financial assets (20 l9

-73%\.
Exposure to credit risk is managed through regular analysis of the ability of borrowers

ani potential borrowers to meet interest and capital rcpaylnent obligations and by

changing lerrding lirnits where appropriate. Exposure to credit risk is also managed in

part by obtainingcollateral against loans and advances in the form of mortgage interests

over property, other registered securitics over assets and guarantees. The following

factors are considered when assessing credit risk of loans and advances to customers:

- 
Not limited to the client registered infornration;

- Business plan and lbasibility study; and

- Cash flow projections.

The Company structures the level of credit risk it undertakes by placing limits on the

amount ol risk accepted in relation to one borrower, or groups of borrowcrs, and to

geographical and industry segments. Such risks are monitored on a revolving basis and

iubjeci to an annual or morc lrequent review, when considercd necessary. Limits on the

level ofcredit risk by product and industry sector are approved as and when rcquired by

the credit committce.

The company aligns the classification of assets that are past due or impaired in line with

the Central Bank of Kenya prudcntial guidelincs. ln determining the classification of an

account, performance is the prirnary consideration. Classiflcation of an account reflects

judgement about the risk of default and loss associated with the credit facility.

Accounts are classified into five categories as fo[lows:

Days due IFRS 9 Stage allocation

Normal

Watch

Substandard

Doubtful
Loss

0

r -30

i l-60
6l-90

Over 90 or considered uncollectible

71,750
52 t,950
)17.479

977.119
(14).922)

Stage I

Stage 2

Stage 3

Stage 3

Stage 3

437,500
64,149

294;t35

796,384
(152.77 t\

Loans and advalces less than 30 days past dr-re date are not considered to be irnpaircd

unless other infornration is available to indicate otherwise.

Loans and advances are sunltnarised as lollows:
2020 2019

KShs'000 KShs'000

Neither past due nor inrpaired
Past due but not irnpaircd
Ind ividually irnpaircd

Gross loans atrd advances
Less: allowance [or irnpairrnent (Note l7)

&l],2s7 64]-6"r,]Net loans and advanccs
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5.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2O2O (CONTINUED)

RISK MANAGEMENT OBJECTMS AND POLICIES (CONTINUED)

(a) Credit risk (continued)

Intpoired loans and securities

lmpaired loans 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 agreetnent(s). These loans are graded stage 3 in the Company's internal

credit risk and grading system.

Loans with renegolialed lerms

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

deterioration in the borrower's financial 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 ofsatisfactory performance after restructuring.

lhite off policy

The Company writes off a loan balance (and any related allowances for impairment

losses) when the Credit Cornmittee determines that the loans are ttncollectible. This

determination is reached alter considering inlonnation such as the occurrence of
significant changes in the borrower/issuer's financial position such that the

borrower/issuer can no longer pay the obligation, or that proceeds from collateral will not

be sufficient to pay back the entire exposure.

1'he Company holds collaterals against loans and advances to customers in the form of a

mortgage irrterests over property, other registered securities over assets, and guarantees.

The fair value of collateral held against impaired loans is KShs 592.9 million at ]0 June

2020 (20t9 - KShs 570.5 million)

(b) Liquidity risk

Liquidity risk is the risk that tlre Comparry will encounter difticulty in nleeting

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 [osses or riskingdarnage to

the Company's reputation.

The Cornpany corrtirrually assesses liquidity risk by identilying and monitoring changes

in lunding required to nleet business goals and targets set in tertns o[ the overall

Company strategy. ln addition, the Company holds a portfolio of liquid assets as part of
its tiquidity risk nranagetnent strategy.

The liquidity ratios at the reporting date and during the reporting period (based on month

end ratios) were as lollows:

The liquidity ratio at the balance sheet date was: 2020 2019

At 30 June

Average lor the year
Highest lor the year
Lowest lor the year

918%
125-t%
16320

I l25o/o

l628Yo
t723%
19280

t279%
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2O2O (CONTINUED)

5. RTSK MANAGEMENT OBJECTTVES AND POLICIES (CONTINUED)

(b) Liquidity risk - continucd

The table below analyses ftnancial liabilities into the relevant maturity groupings based

on the remaining period at the balance sheet date to the contractual maturity date.

At J0 June 2020

Financial
liabilities
Other liabilities
Lease liability
Long term loan
Total linancial
liabilities

At 30 June 2019

Financial
liabilities
Other liabilities
Long term loan
Total linancial
liabilities

135 5,115 8,554

---_8'i:1

2t2,980

212,980

Total
KShs'000

t6,487
8,346

14,464
212,980

Upto t-3 3-12 l-5
I month Months months Years

KShs'000 KShs'000 KShs'000 KShs'000

447 8, I il 3,091
3,379

147, I 50

4,8 l6
4,96'1

347 r50

447 __s!J_ _____%z!J- __$1,629. J7l,e8J

tJ5 5,775 227,444

(c) Market risk

Market risk is the risk that the fair value or future cash flows o[ financial instruments will
fluctuate because of changes in market price and arises lrom open positions in interest

rates and foreign currencies, both ot which are exposed to general and specific market

movements and changes in the level of volatility.

Atl trading instruments are subject to market risk. the risk that the future changes in

market conditions may make an instrument less valuable or lnore onerous. The Company

manages its use ol trading instrurmerrts in response to changing market conditions.

Exposure to market risk is lornrally rnanaged iu accordance with risk limits set by senior

management and the asset Iiability committee. The authority lor market risk is vested in

the [nvestment Committee. The Cornpany is primarily exposed to interest rate risk arrd

currency risk.

(i) It tctcst rate risk

This is tlre risk ol loss lronr fluctuations in the [uture cash flows of lair values oI
financial instrlunents because ola change in market interest rates. lnterest rate risk

is managed principally through monitoring interest rate gaps. A sunrrnary of the

Cornpany's interest rate gap positiorr reflecting assets and liabilities at carrying
amounts, categorised by tlre earlier of contractual repricing or maturity dates is

shorvn below:
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J.

NOTES TO THE FINANCIAL STATEMENTS
FOR TTIE YEAR ENDED 30 JUNE 2O2O (CONTINUED)

RTSK MANAGEMENT OBJECTIVES AND POLICIES (CONTTNUED)

(c) Market risk (continued)

(i) Inlerest rate risk (continued)
Effective [nterest Non-intercst
interest bearing bearing
rate KShs'000 KShs'000At l0 June 2020

Assets
Cash in hand
Bank deposits and balances
[-oans and advances to customers
Equity investments (unquoted)
Othcr assets

At 30 June 2020

Otlrer liabilities
Long term loan

At 30 June 2020

Intcrcst rate sensitivity -207,0

At l0 June 2019
Assets
Cash in hand
Bank deposits and balances
Loans and advances to customers
Equity investrnents (unquoted )
Other assets

At l0 June 2019

Other liabilities
Long tenn loan

At 30 June 2019

Intcrest rate sensitivity - 2019

7.4o/o

t2.3%

80h

l5Yo

199,48i
741,091

9

7.925
92,t66
i 2,3 88

4.657

Total
KShs'000

9

207,408
833.251
12,i88
4.657

940.574 r37.145 1.077.719

16,487 t6,487
4Yo 347 150 341 150

347.150 16.487 363.617

59J,424 120,658 714,082

23l,0li
551 ,447

20
2,55t

92,t66
29,177

20

235,564
643,61)
29,17't
I5-499l5 .49 9

4% 2t7,980

784,460 159.4ll 943.873

t4,464 14,464
2t2.980

212.980 227.444

571,4E0 144.949 7L6.429

A change of I % in interest rates would have incrcased or decreased profit or loss by KShs

6.9 million (20 l9 - KShs 6.7 rnillion).'fhe Cornpany's operations are strbject to the risks

of interest rate fluctuations to thc extent that the interest carning assets (including
investnrents) and interest-bearing liabilities rnature or re-price at different timcs or in
differing arrounts. Risk managetnent activities are ainred at optimising net interest income,

given market interest rate levels consistent with tlre Cornpany's business strategies.

'flre Conrpany does not have any significant irrterest rate risk exposttres. Att analysis olthe
Cornpany's sensitivity to an increase or decrease in ntarket interest rates ol'l interest bearing

assets and tiabilities, assurnitrg no asyrnmetrical moveutent in yield curvcs attd a cotlstatlt

financial position is as lollows on profit or loss:
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5.

NOTES TO THE FTNANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2O2O (CONTINUED)

RISK TVIANAGEMENT OBJECTTVES AND POLTCTES (CONtiNUCd)

(c) Market risk (continued)

(i) Inleresl rate risk - continued

Assets

Cash in hand

Bank deposits and

balances
Loans and advances
to customers
Equity investments
(unquoted)

Other assets

Equity and
lia bilities
Other liabilities
Long term loan

Net interest
income
inc reasel(decrease)
'l'ax clrarge al25oh

2020 2019

Carrying loh l7o CarrYing l' l"h
amount Increase Decrease amount Increase Decrease

KShs'000 KShs'000 KShs'000 KShs'000 KShs'000 KShs'000

9

207,408

833,257

32,188

38.955

20

235,565

64i,6 r l

29,177

15,499

1,[2,017 (r0.407) 10.407 943.874 (8.792) 8.792

( 2,074)

( 8,113)

2,074

8,13l

(2,3s6)

(6,4r6)

2,356

6,436

16,489
147, r 50 3.472

- 14,464

G.472\ 212,980 2. r i0 (2, l i0)

363,639 3.472 G.472\ 227,444 2.t30 (2.130)

( 6,e15)
t.734

6,915
( r,714)

(6,662)
r,999

6,662
( 1.999)

Impact on prolit
or loss after tax ( 5,20 t) 5.201 4,663

(ii) Currency risk

The Company is exposed to currerlcy risk through transactions in loreign

currencies. l'he entity's transactional exposure gives rise to foreign currency gains

and losses that are recognised in the profit and loss account. In respect oIrnonetary

assets and liabilities in foreign cutrencies, the company ensures that its net

exposure is kept to an acceptable level by buying and selling loreign curretrcies at

spot rates wheu considered appropriate. 'l'he table below analyses the curretrcies to

which the Company is e.rposed to as at l0 Jurre 2020 and i0 June 20 l9-
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IDB CAPITAL LIMITED

NOTES TO THE FINANCIAL STATEIVIENTS
FOR THE YEI.R ENDED J0 JUNE 2020 (CONTINUED)

5. RISK MANAGEMENT OBJECTIYES AND POLICIES (Continued)

(c) IVlarket risk (continued)

(i0 Currency risk - conlinuecl

The significant currency positions are detailed below

usl)
KShs'000

Euros
KShs'000

Total
KShs'000

At J0 June 2020

Assets
Cash and balances with banks
Equity investment (Afridi)

Total assets

720
29.079

5

29,079

29.799 5 29.804

At 30 June 2019

r96
25,868

6

26,064 6 26.070

Had the Kenya Shilling weakened by l\oh against each currency, with all other

variables held constant, profit or loss belore tax woutd have decreased by KShs 3.8

million (2019 - KShs 2.6 million). If the Kenya Shilting strengthened against each

currerlcy, the effect would have been the opposite.

(d) Operational risk

Operational risk is the risk of direct or indirect loss arising from a wide variety oIcauses

associated with the entity's processes, personnel, technology and inlrastructure, and from

external factors other than credit, market and liquidity risks strclr as those arising from

legal and regulatory requirements and generally accepted standards of corporate

behaviour. Operational risks arise lrom allo[the entity's operations attd are flaced by all

business entities.

The Company's objectivc is to nranage operational risk so as to balance the avoidance ol
firrancial losses and darnage to its re putation with overall cost effectiveness atrd to avoid

control procedures that restrict initiativc and creativity. The primary responsibility lor the

developrnent and inrplementation of controls to address operational risk is assigned to

senior management witfiin each business unit. This responsibility is supported by the

developrnent of overall standards for the managemeut of operatiorral risk in the following
areas:

- requirernents for appropliate segregation of duties, including the independent

authorisation oI transactions

- 
requirenrents flor the reconciliation and monitorirrg of transactiotls

- se1npli6l1ce with regulatory and other legal reqtrirements

- 
ds6umslltation of controls and procedures

- requirernents ior the periodic asscssment oloperationaI risks flaced, arrd the adcqttacy

of controls

- 
procedllres to address the risks idcntified

- requirernents for the reporting of opcrational losses and proposed rcnredial actiott
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TDB CAPITAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOIT THE YEAR ENDED 30 JUNE 2O2O (CONTINUED)

5. RISK MANAGEMENT OBJECTMS AND POLICIES (Continued)

(d) Operational risk (continued)

- 
6lsvslqplnent of contingency plans

- 
training and proflessional development

- ethical and business standards

- 
risk mitigation, including insurance whcre this is effective.

Compliance with the entity's standards is supported by a programrne of pcriodic reviews

undertaken by lnternal Audit. The rcsults of lnternal Audit rcviews are discussed with

the managenrent olthe business uuit to wtrich they relate, with sumtnaries submitted to

the Audit Committce and senior managetnent of the Company.

(e) Capital management

Thc board's policy is to rnaintain a strong capital base so as to maintain investor, creditor

and market confidence and to sustain future development ofthe business. The board of
directors monitors the return on capital, which is defined as the net operating itrcome

divided by totat shareholders' equity. The board of directors also monitors the levcl of
dividends to ordinary shareholders. The Company has no externally imposed capital

requirements.

(f) Compliance and regulatory risk

Cornpliance and regulatory risk includes the risk ol non-compliance with regtrlatory

requirements. The compliance lunction is responsible for establishing and maintaining
an appropriate frarnework ol the cntity's compliance policies and procedures.

Compliapce with such policies and procedures is the responsibility of all managers.

2020
KShs'000

20r9
KShs'0006. NET INTEREST INCOME

lnterest income on loans
lntcrest irrcome on staff loans
lntcrest income on fixed deposits
liability interest expense (Notc 29)
lnterest expense on EXIM lndia Line ol'Credit

7. NON-INTEREST INCOME

Reschcduling lees
Appraisal fees

8. OTHER OPERATING INCOME

Dividend irrcomc
Write backs- loans
Write back -debtors

105,457
950

t6;t04
( r,670)
( r0.129)

t-Lu[t

102
4.665

__aJsT

586
450
530

14.465
1,109

21,421

( 2.e70)

_94-025

7.t66

__7.r_66

5l t

4.585

_L096
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IDB CAPITAL LIMITED

NOTES TO THE FINANCI.TL STATEMENTS
FOR THE YEAR ENDED ]O JUNE 2O2O (CONTINUED)

NET IMPAIRMENT LOSSES ON LOANS AND ADYANCES
2020

KShs'000
Net (decrease)/increase in provision clrarged to profit or
loss (Note l7(b)) ( 8,849)
Cash at bank 68

Deposits ( 288)
Other assets ( 5)

L9JZI)
IO. OTI{ER INCOME

9.

u

2019
KShs'000

314
t0

314

40,1 l6
I

656
( 3)

40,77_A

( 17)

3

(----r4)

F'oreign exchange gaini(loss)
Miscellaneous income receipt

OPERATINC EXPENSES
Employee benefi ts expense:
Employrnent:
Salaries and wages
Staff and other expenses
Staff medical
Staff training
Gratuity

46,040
6,641
4,046

673
2.006

49,226
6,908
4,500
1,009
I.108

Total cmployment costs 59.406 62JSl

The average number of persons employed by the Company during the financial year was l8
(20 19 - 20).6 employees were managemelt (20 19 - 6) and 12 ernployees were llon-
management (20 l9 - l4).

2020 2019

Administrative expenses: KShs'000 KShs'000
Non-executive directors' remuneration:

- Fees and allowances (Note 30 (b)) 6,756 7,774

Security expenses 62'1 582

Office cleaning and maintenance 68'l '192

Subscriptions 1,152 1,293

Advertising, publicity and douatiorrs I,i55 3,256
Insurance 146 ii3
Audit lees - Auditor-Ceneral 447 221

Audit [ees - KPMG 2,400 2,212

Professional services 6,00 I 9,731

Vehicle runniug atrd tnainterrauce 846 694
'felephone, internet and postage expenses 2,027 2,010
Travelling and entertaintnent i,30i 5'196

Printing and stationery 319 587

Licenses 216 175

Bank charges 169 178

Repails aud rnainteuance 70i 559

Other expenscs 1.06 I I '104

Total administrative cxpenses 28-{15 lZJ57
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IDB CAPITAL LIMITED

NOTES TO THE FINANCTAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2O2O (CONTINUED)

It. OPERATINGEXPENSES(Continued)

Administrativc expcnses: (continucd)
2020

KShs'000

j,966
t.229

sJ95

417

2,163
4.941

20 l9
KShs'000

8,945
t.253

lILll}E

4t7
2,707

3J2!

20 l9
KShs'000

7l,2t

12. PROFIT(LOSS) BEFORE TAX

(a) Items charged

The tollowing items have been charged in arriving at loss belore tax:

2020
KShs'000

Directors' remuneration :

- Salary
- Fees and allowances (Note (30(b))
Employee benefits expense (Note l2(b))
Depreciation of property and equipment (Note 2l)
Amortisation of intangible assets (Note 22)

Other premises costs
Net foreign exchange gain/(toss)
Auditor's rernuneration (Auditor-General and KPMC)

(b) Employec benefits cxpenses

The Followirrg items are included in employee
benefits experrsc:

Other premises expenses
Service charge
Parking fees

Total othcr premises expenses

Depreciation a nd a mortisation:
Amortisation of intangible assets

Depreciation and rvrite offs of Property atrd equipment
Right-of-use asset (Notc 29)

Total depreciation and amortisation expenses

Dcfi ned contribution scheme
National Social Security Fund

t0,264
6,756
4,lll
2,t64

416
5,195

314

234J

9,986
7 ,714
3,922
2,70't

417
10,198
( t7)
2fi7

4,075
56

4J.lr

j,866
56

],y2

76ll'}age



IDB CAPITAL LIMITED

13.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2O2O (CONTINUED)

INCOME TAX 2020
KShs'000

(a) Income tax expense

Deferred income tax
Current income tax

2020
KShs'000

26,505

6,626

(46.59 r)

31,794
2,504

r4r98

2020
KShs'000

26J06

4ff0r

__n-65

2019
KShs'000

2019
KShs'000

(47.727)

( l4,r r 8)

I t.950

28,580
3,214

TL7}1

2019
KShs'000

GZJJ!)

4{L50r

uJ!)

Tax expense

The tax on the Company's proFrt belore income tax dif,fers from the theoretical amourlt

that would arise using the statutory income tax rate as follows:

Profit/(loss) before income tax

Tax calculated at a rate of 25Yo QAB30%)
Tax effect of:
Expenses not deductible for tax purposes

Income not deductible for tax purposes

Effect ofchange in tax rate on deferred tax

Movement in deferred income tax through profit or loss

not recognised (note 23)

Tax expense

2,435
( 146)

37,676

2,521
( r53)

14. EARNINGS PERSHARE

Basic earnings per share are calculated by dividing the net loss attributable to

shareholders by the weighted average number olshares in issue during the year.

(b) Current tax recoverable

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

Balance at f0 June

Profit/(loss) attribr.rtable to shareholders (KShs'000)

Weighted average number of ordinary slrares

in issue during the year ('000)

Basic earnings per share (KShs)

There were no potentially dilutive shares outstanding at l0 June 2020 and i0 Jurte 2019

Dituted earnings pershare are tlterefore the sanre as basic earnings per share.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2O2O (CONTINUED)

15. CASH AND BANK BALANCES
2020

KShs'000

Cash in hand
Cash at bank

9

7.925

__1.$A

2019
KShs'000

l9
2.552

7 t 1,627

s8,084

26.673

l8
34,796

I 17.957

t52.771

64^l^6.Ll

16.

t7

--)";])
DEPOSITS WITH FINANCIAL INSTITUTIONS

KCB Bank Kenya Limited - 95,666

Equity Bank Kenya Limited 84,224

The Co-operative Bank of Kenya Limited I I 5,259 li7' 189

r99JAn 23IJIIJ

The weighted average effective interest rate on placetnent with banks at 30 June 2020 was 7.4Yo

(20r9-8%).

LOANS AND ADVANCES TO CUSTOMERS

(a) Loans and advanccs to customers

2020 2019

KShs'000 KShs'000

Commercial loans

lnterest and other lees receivable

Employee loans

Gross loans and advanccs

Less: Provision for impairment of loans and

advances

- Stage I

- Stage 2

- Stage 3

Net loans and advances

977,179 796,384

849,872

t02,531

24.770

l5
2,571

l4r.l36

143.922

8^r.t252
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17.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2O2O (CONTINUED)

LOANS AND ADVANCES TO CUSTOMERS _ CONTINUED

(b) Provisions - Loans & advances to customcrs

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

Stage I Stage 2 Stagc 3
KShs'000 KShs'000 KShs'000

Year ended J0 Junc 2020

At I July 2019
(Decrease)/increase in im pairment
provision

34,796 I17,951 152,771

r8 23

At 30 Junc 2020 2,571 14u51 143.922

Charge/(credit) to profit or loss

(Decrease)/increase in impairment
provision

Total
KShs'000

(18)

fl8)

(32,725)

(32.225)

23,394

23,394

( 8,E4e)

( 8.849)

(c) lmpairmcnt loss on loans and advances

Balances held as at I JulY

Net (decrease)lincrease in impairment loss charged to profit or loss

(Note 9)
Restatement on adoption of IFRS 9
Recoveries
As at 30 June

2020
KShs'000

20 l9
KShs'000

t52,'11l

( 8,84e)

r09,l2i

40,1 l6
3,532

t$.922 152JaL
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NOTES TO THE IILI.ANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2O2O (CONTINUED)

17. LOANS AND ADVANCES TO CUSTOMERS _ CONTINUED

(d) Concentration of risk

Economic sector risk concentrations within the loans and advances portfolio (gross) are

as follows:
2020 2020 2019 201.9

KShs'000 "A KShs'000 "h

Textiles
Food and animal feeds
Engineering
Mining and quarrying
Transport, conrmunications,
power& Energy
Healthcare services
Building & Construction
Others
Staff loans

2.2
22.3
22.9
14.0

17.9

t7.6
16. r

2t,457
218,197
223,390
137,r68

214,410
45,776
62,351
29,6s8

142,260
139,923
r 28,559

24 770

176,707
80,010
I 1,059

7r,r93
26,673

21.9
4.7
6.4
i.0
2.5

22.3
r0.0
3.9
8.9
3.3

_*_22U2_rqg9_ 796.384 100.0

(e) Maturity analysis

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

Maturing after I year

18. OTHER ASSETS

Prepayments
Interest receivable on deposits
Deposits and other receivables

2020
KShs'000

388,280
(143.922\

244,358

588.899

[uJs7

980
2,84t

836

_3.657

2019
KShs'000

273,267
(152.771)

120,496

523.1t7

64L6r.1

722
1,849

Lli4

__.1J05
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TDB CAPITAL LIMTTED

NO'IES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2O2O (CONTTNUED)

t9 FINANCIAL ASSETS (UNQUOTED)

Unquoted investments

Balance as at I July
-l-ranslation 

d i fferences
Fair value adjustments

lmpairrnent

Fair value - J0 June

Ownership 1-Jul- t9

Fair value
ga i ns/

( losses)
20t9120

lmpair
mcnt

loss

Fair
value 30-
June-20

2020
KShs

FVOCT

29,177
290

2.92t

3 2,188

]2JEE

Translation
differences

2019
KShs

FVOCI

Jf,,709
86

t.382

35,171
(6.000)

?sJ11_

Nzoia Sugar
Company
Limited
South Nyan;za
Sugar Company
Limited
Consolidated
Bank of Kenya
Limited
African Export -
tmport Bank

0.9o/o

0.3o/o

0.6%

0.30h

l,i09

25,868

r,06i

1.8 58 290

4,372

28.016

29,177 2.921 294 12J88

The company's sharelrolding in African Export Bank is denominated in USD Dollars. IDB has

subscribed [or l2 class B shares with a norninal value of USD t0,000 each, out ol which 40%

has been callcd up and paid. 'l-he net asset value per share as at l0 Jtrne 2020 was USD 54,793
(20 r8 - usD s2,648)

20. DEFINED BENEFIT ASSET

The Cornpany's Delirrcd Benefit (DB) Scherne was closed as per the Governnrent stipulation
onil Decernbcr20 ll.Adcedof closurewasdulyexecutedinAugust2012ar,d theerrtirc
alnount that was vcsting in the DB scheme arnounting to KShs 82.5 nrillion was transferred and

distributcd to the rncmbers' accounts in thc Defined Contribution (DC) scheme.

IDB as the sponsor of the scherne therelorc does not lrave any further obligatiorrl liability
towards the members once the deficit was lully settled and the metnbcrs cotrsetlted to trarrs{'er

to the DC scherne.
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IDB CAPITAL LIMTTED
.

21.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2020 (CpNTINUED)

PROPERTY AND EQUIPMENT

2020

Cost
At I July 2019
Additions

At i0 June 2019

Depreciation
At I July 20 19

Charge for the year

At 30 June 2020

Net carrying amount

20 t9:

Cost
At I July 2018
Additions
Transfer from WIP

At 30 June 2019

Depreciation
At I July 20lE
Charge for the year

At l0 June 2019

9,599 22,76t

Motor
vehicles

KShs'000

Office
equipment

KShs'000

Furniture
& fittings
KShs'000

Other
assets

KShs'000

Work in
progress

(wrP)
KShs'000

Total
KShs'000

5,688
r5

2.44t 40,489
r 7lg1.201

9.599 22 761 5.704 2-441 1.203 4 r .708

8,i25
1.274

20,556 5,347
8i

2,441 36,669
2.t64

q sgq )t s 410 ),441 18 Rll

r 1ql ).14 , t75

Motor
vehiclcs

KShs'000

9,599

Olfice
equipment
KShs'000

Furniture
& littings
KShs'000

Other
assets

KShs'000

Work in
progress

(wrP)
KShs'000

Total
KShs'000

19.589
900

2 I,861
900

5,688 2,441

9_599 't6t s-588 2.441 40.489

6,621
r,698

t9,644 5,250
97

2,44t 33,962
2.707st)

8.325 ss6 5.14't 2.441 36.669

Net carrying amount I )14 7, ,n< ldl 1 R20
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IDB CAPITAL LIMTTED
--

NOTES TO THE FTNANCIAL STATEMENTS
FOR THE YEAR ENDED ]O JUNE 2O2O (CO}ITINUED)

22. INTANGIBLE ASSETS - Software

2020:

Cost
At I July 2019
Additions

At 30 June 2020

Amorlisation
At I July 2019
Charge for the year

At 30 June 2020

Net carrying amount

2019:

Cost
At I July 2018
Additions

At l0 June 2019

Amortisation
At I Juty 2018
Charge for the year

Software costs
KShs'000

7,603

7.60i

6,812
416

7.228

_175

7,601

7.603

6,19s
4t7

6.812

-J9iL

Total
KShs'000

7,601

7.603

6,8t2
416

1.228

175

7,603

7.603

6,i95
417

6.812

_J9t

23.

At 30 June 2019

Net carrying amount

DEFERRED INCOME TAX

Following the 2020 tax laws amendment which was assented to law on 25 April 2020, the

corporate ta.x rate reduced from l0%o to25%o.The deferred income tax has been calculated using

the new enacted rax rate ol 25o/o (20 19 - 30%). Deterred tax assets and liabilities, and the

deflerred tax charge in profit or loss account is atlributable to the following iterns:
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IDB CAPITAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JO JUNE 2019 (CONTINUED)

23- DEFERRED INCOME TAX (continucd)

30-Jun-2020 At
0,/07t20t9
KShs'000

Prior year
adjustment

KShs'000

Movement in
profit & loss

KShs'000

Movement in
other

comprehensi
ve income
KShs'000

At
30t06t2020
KShs'000Deferred income tax asset

Property and equipment
lntangible assets

lnitial adoption of
IFRS 9
Provisions for doubtful debts
Provision for leave
Fair value loss
Unrcalised exchange loss
Tax losses carried
forward

Net deferred tax asset

Deferred tax asset not
recognised

Deferred tax liability
recognised

l,006
( los)

( 268)
l8

( 102)

( ze3)

l,8l i

718
87)

l-5 il

(7i l)
450( r,r4s)

178_498

743
( 414)

274.244 746

227.701 (46,s91)

46-s9t

181, il0

( r79.96s)(227 131

414 7ft 145

( 414 (7Jl) ( 1.145)

At
J0 June 2019 I July 2018

KShs'000
Dcferrcd income tax asset
Property and equipmenl 1,242

lntangible assets ( 105)

tnitial adoption of IFRS 9 -

Provisions lor doubtful
debts 1.27 |

Provision for leave 8 tl
Fair value loss

Uurealised exchauge loss I

Tax losses carried
[orward

Net deferred tax asset

Deferred tax asset not
recognised

Movcment
Movement in othcr

in profit comprehensive At
& loss incomeJ0 June 2019

KShs'000 KShs'000 KShs'000

Prior year
adjustment

KShs'000

I,813

(236) 1,006
( r0s)

t,8ll

743
(414)

(r,27r)
(70)

( l)
(4r4)

(4t4) 221,281213.928 l,8l l I t,950

2'l 1

rr\ I l1n\Deferrcd tax liability
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IDB CAPITAL LTMITED

NOTES TO THE FTNANCIAL STATEMENTS
FOR.THE YEAR ENDED 30 JUNE 2O2O (CONTINUED)

23. DEFERRED INCOME TAX (continued)

Under the Kenyan Income'l'ax Act, with effect from I January 20 10, tax losses are allowable

as a deduction in that year and in the louryears succeeding the year in which they occurred. The

Finance Act 2015 amended the lncome Tax Act by stating that [rorn I January 2017, tax losses

are allowable as a deduction in that year and in the nine years succeeding in the year in which

tlrey occurred.

'l'he total tax losses as at l0 June 2020 were KShs 713,992,156 (2019 - KShs 747,478,424).'t'he

tax losses will expire as follows:

Arising in: Tax losses

Kshs'000

(s46,427)
( 27,271)

( 22,7st)
( s6,r07)
( r6,344)

( 4s,092)

.---:

Expiring:

20 l0 and earlier
201 I

2014

20t7
20t8
2019
2020

30 June 20 I 9

i0 June 2020

l0 June 202i
30 June 2026

l0 June 2027

i0 June 2028

Tax losses camied forrvard GlJPg?J

AdelerredtaxofKShs.46,906,690asati0June2020(2019-KShs.227,287,125)hasnotbeen
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

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

Gratuity movement

At I July
Additional accrual
Paylnents during the year

At J0 June

2020
KShs'000

r,800
8,414
5,795

474

16,4fJ

2019
KShs'000

2,477
7,826

ll5
4.026

L4ASA

4,026
2,055

( s.607)

__31A

3,862
2.968

( 2.804)

__{-026

25, LONG TERNI LOAN

IDB is the implernenting agent oI the Line o[ Credit (LOC) anrounting to KShs 1.5 billion
sigrred between the Covernlnent o[ Kenya and Exim Barrk ol lndia ort 26 June 20 l6 throLrgh a

subsidiary financingagreement between the GOK and IDB dated 9 May 20 17.'l'he LOC is for

the development o[Small and Mediuur enterprises in Kenya. The operationalization of the LOC

is tfurough draw dorvn upon presentation o[ projects sotttcirrg lor equiprnerrt lrom lndia. The

lirre is for a pcriod of 25 years including agtace period of 5 years at arate of 4oh p.a. However.

the interest will be accrued and capitalised at the end olthe grace period.

85ll'agc



i

IDB CAPITAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2O2O (CONTINUED)

25 LONG TERM LOAN (Continued)

Dr-rring the financial year 2019/20, applications lor 6 projects were lodged with EXIM lndia lor
contract inclusion that amounted to KShs -141.201 Mitlion (USD 1,250,164) (2018/19: KSlts

554.2 million). A total of 7 projects with arnounts totalling to KShs 140.652 Million (USD

1,3 10,0 l9) were approved during tlre financial year 2019120. A total ol 6 projects were

disbursed during the year amounting to KShs 124.068 Million (USD 1,201,578). (2018/19: l
Projects; KShs 210.01 million (USD 2,079,115). At the close of the year, pending

disbursements out of the approvals arnounted to KShs 120.238 Million (USD I,138,6 l8).

At I July
Disbursements
Accrued interest

At 30 June

26. SHARE CAPITAL

At I January and 30 June 2020

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

At I January and J0 June 20[9

Class'A' ordinary shares

Class'B' ordinary shares

2020
KShs'000

2t2,980
124,069

10. l0 I

J47.150

No. of
sha res

17,85i,500
2.647.500

40i0r.000

17,85i,500
2.647.500

20 19

KShs'000

2r0,010
2.970

212980

paid up
share capital

KShs'000

757,0'10
52.950

er0*020

757,070
52.950

4(Ls0ru00 810-021)

'l'he total authorised share capital is KShs 1,000,000,000 (2019 - KShs 1,000,000,000) made

up of 46,000,000 (2019 - 46,000,000)'A'ordinary shares of KShs 20 each and 4,000,000'B'
ordinary shares of KShs 20 each,

Class'A' ordinary shares are entitled to receive dividends as declared lrotn titne to tirne atrd are

entitled to a vote per share at meetings of the Cornpany. Class'B'ordinary shares do not confer

unto the holder any voting rights except in certain specified evellts. However, class 'B' ordinary
shares rank pari passu with class'A'ordinary shares in all other respects and carry the satne

rights and obligations.
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TDB CAPITAL LIMITED

26.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2O2O (CONTTNUED)

SHA RE CAPITAL (continued)

The percentage sharetrolding at 30 June 2020 and 30 June 20 l9 is as follows

Sha rcholder

Covernment of Kenya (G.O.K)
tndustrial and Comtnercial Developrnent Corporation
(rcDC)
National Bank oi Kenya (NBK)
Kenya Rei nsurance (Kenya-Re)

Kenya National Assurance Company (KNAC)

Opcrating prohU(ioss) be[orc working capital
changes

lncrease in loans and advances
(tncrease)/decrease in other assets

lncrease/(decrease) in other liabi lities

Cash generated used in operations

Issucd and
paid up
capital

(KShs'000)
690,203

o//o

Shareholding

85.21

34,710
28.369

28.369

28.369

4.29

3.50

3.50

l. r0

810,020 100.00

27. NOTES TO THE STATEIV1ENT OF CASHFLOWS

Reconciliation of operating profit/(toss) to cash generated from(used in) operations

2020 2019
KShs'000 KShs'000

Prolit/(loss) before ta x

Adjustments [or:
Prior year adjustment - interest incotne
Depreciation on property and equipment
Amo(ization of intangible assets

Depreci ation on ri ght-of-use asset

lnterest expense on lease liability
Impairrnent on equity investments
Prior year restatement -IFRS 9 adjustments- loans and

advances
Prior year restatement -ll-'RS 9 adustments - equity
Exchar.rge gain on retranslation ol investrnents

Dividends inconte on financial assets

26,506 ( 47,727)

r,000

32

2l
72

29

29

253
2,164

416
4,941
1,670

( 2e0)
( 586)

( r89,644)( esz)
2.0 l9

2,107
417

( 6,042)
l6

( 86)
( 5U)

(r r7,176)
434

( r.819)

l9

3s,074 ( 50,206)

GSJ'rAJ G{!J!Z)
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29.

IDB CAPTTAL LIMTTED

NOTES TO THE FTNANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2O2O (CONTTNUED)

CASH AND CASH EQUIVALENTS

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

following:
2020 2019

KShs'000 KShs'000

Cash and bank balances (Note 15) 7,934 2'571

Deposits with financialinstitutions (Note 16) 199.483 233.013

l,yuu 2^1558{

The amounts held as cash and cash equivalents are available for use by the institution as their

have maturities of less than 3 nronths.

LEASES

Company as a lessee

The Bank has a lease contract lor its office space at NBK building whosc lease term is 6 years.

Set out below are the carrying amounts of the right-of-use asset recognized and the movements

during the period:

Right-of-use asset
KShs'000

Cost

At I July 2019
Additions

At 30 June 2020

Depreciation

At I July 2019
Charge lbr the year

At 30 June 2020

Net carrying amount at 30 June 2020

12.373

t2.373

4.94t

4.941

7.$2
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IDB CAPITAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2O2O (CONTINUED)

29. LEASES - Continued

Set out below are the carrying amounts of the lease liabilities and the movements during the

period;

Lease liabilitY
30 June 2020

KShs'000

As at I July
Additions
Accrued interest
Payments

12,373

As at 30 June 2020 Lll6

Current
Non - current

Total

'l'he following are amounts recognized in prof rt or loss

Depreciation expense of right-o[-use asset

lnterest expense on lease liabilities

'l'otal amount recognised in profit or loss

RE LATED PARTY TRANSACTIONS

(a) ManagementCompensation

Chiel Executive Oflficer (CEO) and

senior managernent emolumetrts

(b) Dircctors'emoluments

Directors allowances
Directors expenses

Directors lees

1,670
( s.6e7)

4,967
3.379

_&J46

202A
KShs'000

4,941
L670

6Jrl"

30.
2020

KShs'000

26.0t2

z{r.An

4,503
703

r.550

6,156
10.264

rrJl2o

2019
KShs'000

27.370

u.lzlr

5,445
824

r.505

7,774
9.986

fiJSA

CEO expenses
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30. RELATED PARTY TRANSACTIONS (Continued)

(c) Directorsallowances

Pro[. Michael Bowen
Hillary Korir
Emily Njuki
Edward Kingi

Representatives oI Institutional Directors

(i) Treasury
Mark Ngecho
Johnstone Oltetia

(ii) MITC
David Wesonga
Margaret Kigondu
Henry Rithaa

(iii ) KNAC
Mark Gakuru
Barbara Nguyu
Diana Mumo

(iv) Kenya-Rc
Jadiah Mwarania
Nicodemus Gekone
Johnstone Ireri
Beth Nyaga

(v) ICDC
Edward Citau
Robert Chesire

31.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2O2O (CONTINUED)

2020
KShs'fi)0

563

82t
602

2019
KShs'000

1,506
462
530
587

r83
ll I

377
2t
2t

ll3
43

186

r07

529

40
40

1.501

443

144
243

150

86
64

2t

279
2l

(vi) NBK
Willrcd Musau
Herrry Maosa

(vii) Office of the President
Joyce Wesonga
Maingi tnoti
Christopher Ornbega
Nicholas Awiti

5*{45

CONTINGENT LIABILITI ES

The Cornpany is a def'endant in various legal proceedings filed against it by third parties.

The Directors believe, based on the inlormation currently available and legal advice that no

tnaterial liabilities have ariscn in respect of thcse, rror is it expected that any rnaterial liabilities

will arise therefrotn.

)82-

230

290

43

2t2

234
64
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TDB CAPITAL LTMITED
t-t

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2O2O (CONTINUED)

]2. PRTOR YEAR ADJUSTMENT

The prior year adjustment relates to corrections to recognise interest incotue on loans

disbursed jndcrthi Line of Credit that was not accrued in the previous year. The irnpact of
the prior year adjustments on the financial statements is detailed belorv;

Statement of financial position

Assets Equity
Interest Retained

receivabte earnings
Shs'000 Shs'000

Balance at J0 June 2019 as previously reported
Increase in retained earnings

Restated balance at J0 June 2019

7,579
253

(8eJ27)
253

3t.

7,832 (89,074)

EVENTS AFTER THE BALANCE SHEET DATE

(a) The existence of novel coronavirus (Covid-19) was confirmcd in early 2020 and has

spread across the world causing disruptions to businesses aud economic activity and

could result in the Company being affected financially in the [uture. 'fhe Company

considers this outbreak to be a non-adjusting event alter the reporting period. As the

situation is fluid ald rapidly evolving, the Company is assessing the impact otCOVID -

l9 to our business.

(b) On 25 April 2020, the Kenyan government enacted the Ta.x Laws (Amendmcnt) AcL

2020 which reduced the corporate tax rate lrom 30% lo25yo. The new rate of 25ohis

applicabte for the 2020 year of incomc. The effect of application of thc revised tax rate

was KShs 17,676,000, see note ll.

Other than the above, the directors oI the Cornpany are not aware of any events occurritrg

between the reporting date and the date o[approval of the financial staternents that rnay

require any adjustrnent or disclosure in the financial statements'
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IDB CAPITAL LTMITED

APPENDICES TO THE FINANCIAL STATEIVIENTS
FQR TIJE YEAR ENDED 30 JUNE 2020 (CONTINUED)

APPENDIX I: PROGRESS ON FOLLOW UP OF AUDITOR RECOMII{ENDATIONS

IDB Capital Limited received an unqualified audit opinion on the financial statements lor the year

2019/20. 'lhere are management letter points from the auditor for continuous improvement.

APPENDIX TI: PROJECTS IMPLEMENTED BY THO ENTITY

Projects

No Projects funded by development partners was implemented by lDB Capital Limited in the financial
year 2019/2O

APPENDIX III: INTER-ENTITY TRANSFERS

IDB Capital Ltd did not have inter entity transfers during the year nor was therc any donor receipts.

APPENDIX tY: RECORDTNG OF TRANSFERS FROM OTHER GOVERNMENT ENTTTTES

IDB Capital Ltd did not have transfers from other government entities during the year nor was there

any donor receipts.

APPENDTX V: PENDING BILLS

lDB Capital Ltd did not have pending bills at the end o[the tinancial year ended ]0 June 2020.
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