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Group CEO Report

We completed a turbu-
lent year - with 2020 be-
ing a year that will forev-
er be linked to Covid-19.
We utilized this period to
reposition the business,
where we terminated our

short-term payday lending

offering and refocused on
financial wellness products
(wage-streaming, installment loans, free credit reports
and budgeting tools) in our Southern African operations.
For us - this was the year, where we successfully acquired
and turned-around the entities acquired from MyBucks
S.A., being Get Bucks (Proprietary) Limited in South Africa,
GetBucks Pty Limited in Eswatini, and Emu-Inya Enterprises
Limited in Kenya.

COLLECTION RATES
b
89.6% Finclusion

Expected Credit
Loss (ECL)

16.7%

The group remains confident in the
quality of its loan portfolio.

Responding quickly to the challenges brought afoot by the
pandemic, we tightened our credit standards and shrunk
our loan book in the reporting period from c. USD 20.2m as
at 31 December 2019 to c. USD 16.5m as at 31 December

ACKNOWLEDGEMENT
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2020 on the back of disbursements of c. USD 20.5m for the
year at hand. As a result of these measures - we managed
to maintain a steady ECL at +16.7%, an impressive result
amidst a landscape that saw most digital lenders take sig-
nificant additional impairments and write-offs.

2021 5

We will launch new products, and expect to

drive significant growth in our loan portfolio.

We are proud of our people - that have worked hard, made
arrangements to work from home, and dealt with the chal-
lenges of home-schooling and lockdowns. It is people that
make a business. On the back of all the work done in 2020,
we are excited about what 2021 will have to offer. We will
formally complete the rebranding of our subsidiaries into
smartadvance in Southern Africa and TrustGro in Kenya.
We will launch new products, and expect to drive signifi-
cant growth in our loan portfolio.

We are excited for what 2021 will bring - and looking for-
ward to record more successes with our people.

TIMOTHY NUY
Group CEO

A/

The Board of Directors would like to extend its sincere gratitude to our customers, management and
the entire FAHL team for all their support and resilience throughout the review period.
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Financial Review - Group CFO

Net operating income

Cost of funds

usph 8.5m

Expenses

18.1%

Cost to income ratio

usb 7.3m

Gross loans

82.3%

Credit loss ratio (ECL)

UusD 16.5m

Total equity

16.7%

Loss after tax

USD 12.2m

Economic Developments

Real GDP in Africa contracted by ¢.2.1% in 2020 reflecting
the adverse impacts of the pandemic. This resulted in slow-
er growth in household disposable incomes.

Financial Performance

Net operating income closed the year at USD8.5m, 73%
of which was net interest income (NIl: USD6.2m). This was
achieved on the back of 89% average collection rates indic-
ative of a high-quality loan portfolio.

usbD 0.8m

The group posted a modest loss before tax of USD0.2m
attributed to reduced economies of scale as gross loans
contracted by 18.9% in 2020 after risk appetite was adjust-
ed to match pandemic conditions. With a 75% fixed cost
base leveraging a tech-driven service offering, a marginal
increase in scale will have a significant bottom line impact.
This coupled with extensive group-wide cost rationalisa-
tion saw marked improvement in financial performance in
the second half of the year providing great momentum for
growth in 2021.

Expenses 2020
44% 10%
Personnel Professional

Expenses Fees

31% 10%
Depreciation and Other operating Tech
Amortisation expenses Costs
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Financial Review - Group CFO

Assets \4 Gross Loans v Debt v Equity A

USD 22.1m USD 16.5m USD 7.5m USD 12.2m
3.2% 18.9% 42.6% 482.5%

Financial Position

The group'’s balance sheet remained flat year-on-year with a marginal 3.2% reduction in total assets. It is, however, a more
efficient balance sheet with available funds being utilised to write higher earning (APR: 57.2%) and higher quality (credit loss
ratio:16.7%) assets.

Debt-to-equity conversions by shareholders during the year saw a 42.6% reduction in total debt. This strengthened the
group's equity position and reduced YTD interest expense.

Loans and Advances to Customers Percentage of total portfolio
2019 | 2020
17.2 2019 2020
128 449 Payroll 75% 87%
Online 17% 9%
29
= . VLB* 8% 4%
- e
Other 1% <1%
Payroll Online VLB* Other Total
“Vehicle Lease Book
Outlook
Debt to Equity Ratio The group looks to scale up its loan portfolio in 2021 as pandemic restrictions are rolled

back, leading to economies of scale. This will be achieved by recapitalising the group with

0.58X emphasis on increasing its leverage by utilising debt funding.

TAMUKA MPOFU
Group CFO
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Our people @ A high-performance and

value-driven culture

Eastern Africa @ A dedicated focus on diversity

NUMBER OF EMPLOYEES and inclusion

63 i 32 i 31 & Deepening digital skills and

ways of ‘agile’ working

Southern Africa @ Opportunities for growth,
R = EMPLOYEES development, and mobility
[ ]
1 oz i 41 L 61 across the Group
As of March 2021 How we adapted to a covid

world ensuring the safety of
our employees.

@ Enabling staff to work from
home without interruption.

@ Leverage online-lending
infrastructure for contactless
on-boarding of clients.

ﬂ. FINCLUSION

AFRICA HOLDINGS LIMITED
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Group Structure

ﬂ. FINCLUSION

AFRICA HOLDINGS LIMITED

Finclusion Africa Holdings Limited

(Mauritius)
100% 49%
FAH South Africa Emulnya Enterprises
(Pty) Limited Ltd
(South Africa) (TrustGro Kenya)
100%

Opportunity Tanzania Ltd
(GetBucks Tanzania)

100%

SmartAdvance (Pty) Ltd
(South Africa)

51%

SmartAdvance (Pty) Limited
(Eswatini)

49%

SmartAdvance (Pty) Ltd
(Namibia)

100%

NiftyCover (Pty) Limited
(South Africa)

100%

Virtual Financial
Inclusion Ltd

(Mauritius Funding SPV)

100%

NiftyCredit
(South Africa)
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Directors' responsibilities report

The directors are required in terms of the Mauritius Com-
panies Act 2001, to maintain adequate accounting records
and are responsible for the content and integrity of the con-
solidated annual financial statements and related financial
information included in this report. It is their responsibil-
ity to ensure that the consolidated annual financial state-
ments fairly present the financial position of the group as
at the end of the financial year and the results of its opera-
tions and cash flows for the period then ended, in confor-
mity with International Financial Reporting Standards. The
external auditors are engaged to express an independent

opinion on the consolidated annual financial statements.

The consolidated annual financial statements are prepared
in accordance with International Financial Reporting Stan-
dards and are based upon appropriate accounting policies
consistently applied and supported by reasonable and pru-

dent judgements and estimates.

The directors acknowledge that they are ultimately respon-
sible for the system of internal financial control established
by the group and place considerable importance on main-
taining a strong control environment. To enable the direc-
tors to meet these responsibilities, the board of directors
sets standards for internal control aimed at reducing the
risk of error, fraud, or loss, in a cost-effective manner. The
standards include the proper delegation of responsibilities
within a clearly defined framework, effective accounting
procedures and adequate segregation of duties to ensure
an acceptable level of risk. These controls are monitored
throughout the group and all employees are required to
maintain the highest ethical standards in ensuring the
group's business is conducted in a manner that in all rea-
sonable circumstances is above reproach. The focus of
risk management in the group is on identifying, assessing,
managing, and monitoring all known forms of risk across
the group. While operating risk cannot be fully eliminat-
ed, the group endeavours to minimise it by ensuring that
appropriate infrastructure, controls, systems, and ethical
behaviour are applied and managed within predetermined

procedures and constraints.

Finclusion Africa Holdings Limited and its subsidiaries (Registration number 168807/GBC)
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The directors are of the opinion, based on the information
and explanations given by management, that the system of
internal controls provides reasonable assurance that the
financial records may be relied on for the preparation of
the consolidated annual financial statements. However,
any system of internal financial control can provide only
reasonable, and not absolute, assurance against material

misstatement or loss.

The directors have reviewed the group’s cash flow forecast
for the period to 31 December 2020 and considering this
review together with the current financial position, they are
satisfied that the group has access to adequate resources
to continue in operational existence for the foreseeable fu-

ture.

The external auditors are responsible for independently
auditing and reporting on the group's consolidated annu-
al financial statements. The consolidated annual financial
statements have been examined by the group’s external
auditors and their report is presented on pages 14 to 16.

The external auditors were given unrestricted access to
all financial records and related data, including minutes
of all meetings of the shareholder, the board of directors
and committees of the board. The directors believe that all
representations made to the independent auditors during

their audit are valid and appropriate.

The consolidated annual financial statements set out on
pages 18 to 84, which have been prepared on the going
concern basis, were approved by the board of directors on

7 May 2021 and were signed on its behalf by:

TIMOTHY NUY KIRANSINGH GULAB
Group CEO Non-executive Director
7 May 2020
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Directors' report

The directors have pleasure in presenting their report together with the audited consolidated financial statements for the

year ended 31 December 2020.

Incorporation

Finclusion Africa Holding Limited (“FAHL", “Finclusion” or
“the group”) was incorporated on the 8th of November
2019 as a Private Company, limited by shares in the Re-
public of Mauritius. Company registration number 168807/
GBC.

FAHL has been licenced as a Global Business Corpora-
tion under the Financial Services Act 2007 (License No.
GB19024928) by the Financial Services Commission.

Nature of the business

Finclusion Africa Holdings Limited is an entity incorporat-
ed in Mauritius with multi-jurisdictional operations in the
financial services industry. Its primary footprint is in East
Africa (Kenya and Tanzania) and the Common Monetary
Area (South Africa, Eswatini and Namibia). Finclusion'’s ser-
vice offering is focused on financial wellness, direct lend-
ing, and insurance services offered through a bouquet of
brands including TrustGro, GetBucks, smartadvance and
niftycover, respectively.

The group aims to enhance financial inclusion in African
markets through its investments in growing high potential
fintech businesses.

Finclusion follows a robust approach towards risk mod-
elling underpinned by a fully autonomous Al (Artificial In-
telligence) credit scoring model. The group’s custom de-
veloped systems thus allow for an effective and accurate
assessment of each customer’s risk profile by understand-
ing and managing each customer at an individual level. The
models developed leverage both traditional and alternative
data sources to manage a borrower’s credit risk ultimate-
ly allowing each customer to access appropriate financial
services easily and conveniently. This allows the group to
achieve its objective of sustainably enhancing financial in-
clusion in its operating markets.

Finclusion's financial wellness offering is centred around
provision of credit rehabilitation to assist clients with
over-indebtedness, blacklisting and judgements through

tailored financial products. This is coupled with financial
tools provided to educate clients on financial literacy thus
enabling them to make better financial decisions for their
future.

Strategic overview

The group used 2020 to reposition its product offering in
the market and strengthen its asset quality. This included
terminating the traditional pay-day loan and the develop-
ment of a wage-streaming solution which will reduce the
overall cost of credit to clients. Deduction at source lending
remains a staple for the group, which portfolio was lever-
aged into growth in other markets.

Further, the maximum loan amounts in the direct-to-con-
sumer channels were increased within the existing risk
framework enabling the business to grow its presence into
the higher income segments of the market.

The group remains confident in the quality of its loan port-
folio as evidenced by aggregate collection rates that re-
mained in the high 80% for most of the year (YTD: 89%)
when compared to the prevailing deteriorating collec-
tion rates in its represented markets (collection rates are
measured as the received repayments as a percentage
of the expected repayments). This coupled with a deduc-
tion-at-source collection model, early adoption of Debi
Check (debit order payment system) and other online col-
lection systems resulted in consistently improved collec-
tion performance with Non-Performing Loan (NPL) ratio
closing the year at 7.5%.

Covid-19 Response

In response to the effects of the pandemic, the group im-
plemented the following steps for its customers:

i) Voice and automated contracting: enabling contactless

onboarding.

ii) Adapted lending criteria: to allow for the changing con-
sumer behaviour during lockdown.

iii) Introducing a broad range of non-physical payment
channels.
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DIRECTORS' REPORT CONTINUED

iv) Implementation of new mobile applications for Online
as well as Payroll loan portfolio.

The group leveraged its online lending infrastructure ful-
ly as staff were successfully transitioned to remote (work
from home) conditions a week prior to the official lock-
down and have remained at home over the period with a
skeletal staff presence on-premises. During this time, there
has not been any observed deterioration in service levels
or customer experience.

Staff were also provided with an independent and con-
fidential support service to aid with the transition to the
remote working environment with the goal of minimising
their exposure risk.

Technology

The group continues to leverage its proprietary technology
base to provide sustainable financial solutions to clients.
The year saw continued development of existing systems
with emphasis on parameter driven maintenance allow-
ing “on-the-fly” changes to key rules and validations. This
strengthened the Al driven credit scoring and affordabili-
ty assessment models, fraud detection, and Al computing
back-ends resulting in them being increasingly scalable,
faster, and more attuned to varying customer risk profiles.
Further to its proprietary technology (including the loan
management system) the group sought to build synergies
with existing technology ecosystems in several markets
through API's and integrations allowing it to penetrate new
markets faster and leverage alternative data sources.

Subsidiary name change

Get Bucks (Pty) Ltd South Africa changed its name to smar-
tadvance (Pty) Ltd during the year under review. In addition,
the company launched an additional brand, nifty, primarily
for the online market. This enables the differentiation of
marketing strategies between the employer payroll propo-
sition and the direct-to-consumer proposition.

Our people

Finclusion Africa Holdings has successfully retained key
staff throughout the pandemic and aims to maintain a
workforce delivering the highest standards of service de-
livery across all its markets. We differentiate ourselves

through our people.

We are committed to assisting employees achieve their
professional and personal objectives and we encourage
our employees to broaden their skill set and gain work
experience in other organisational roles. In addition, we
provide company-subsidised training opportunities to help
employees develop or refine their skills, thereby increasing
productivity and innovation in the workplace.

Review of financial results and activities

The consolidated annual financial statements have been
prepared in accordance with International Financial Re-
porting Standards (“IFRS”) and the requirements of the
Companies Act of Mauritius. The accounting policies have
been applied consistently compared to the prior year apart
from adoption of new accounting standards where appro-
priate.

Share capital

The issued share capital of the group as at 31 December
2020 constituted of 10 000 ordinary shares of USD1.00
each of which 5 200 of the shares were subscribed to First-
Cred Limited and 4 800 shares were subscribed to Finclu-
sion Pte Limited.

Board meetings

The composition of the board changed as follows during
the year to date:

Name Date appointed Date resigned
Executive
Timothy Nuy 1 January 2020

Non-Executive

Preetam Prayag 1 January 2020

Kiransingh Gulab 1 January 2020

Risk management

The board is responsible for approving and reviewing
groupwide risk management strategy and policy.

Internal control

Internal control is a process applied by the board of direc-
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DIRECTORS' REPORT CONTINUED

tors, management, and all levels of personnel in the group
to ensure that management has reasonable assurance that:

+ Operations are effective, efficient, and aligned with strat-
egy.

+ Management information reports are valid, accurate
and complete.

+ The group follows applicable laws and regulation.

« If an instance of non-compliance is identified, remedial
action is taken to rectify the matter.

Internal controls over financial reporting

The financial management team is responsible for the daily
financial operations of the group as well as the internal and
external reporting to the board and respective stakeholders.
The tasks of the group’s financial management team consist
of, inter alia, monthly consolidation of group entities, and
annual consolidated financial statements, management of
liabilities, protection against exchange risk, and transfer
pricing. The finance function of the group implements op-
erative supervision under the Chief Financial Officer who
reports to the Board.

Financial reporting systems

The consolidated financial statements are prepared by con-
solidating the accounting information as reported by the
various subsidiaries. Accounting at subsidiary level is done
by local teams and further enabled by a single accounting
system. Annual budgets and forecasts are prepared by each
subsidiary and consolidated to present the group budget.

Directors' interests in contracts

During the financial year, no contracts were entered into
which directors or officers of the group had an interest and
which significantly affected the business of the group. Di-
rectors have the same terms of employment as normal em-
ployees.

Holding company

FirstCred Limited - incorporated in Botswana - holding 52%
of shareholding in Finclusion Africa Holdings Limited.

Finclusion Pte Limited - incorporated in Singapore - holding
48% of shareholding in Finclusion Africa Holdings Limited

External auditors

Mazars was appointed as the external auditor for the com-
pany and its subsidiaries for the year ended 31 December
2020.

Events after the reporting period

Refer to note 40 in the consolidated annual financial state-
ments for the subsequent events.

Going concern

The annual financial statements have been prepared on the
going concern basis which contemplates the continuity of
normal business activities and the realisation of assets and
the settlement of liabilities in the normal course of business.

In performing the going concern assessment, the board
has considered historical data relating to resources and re-
serves, available information about the future, the possible
outcomes of planned events, changes in future conditions
and the responses to such events and conditions that would
be available to the board.

The board has, inter alia, considered the following specif-
ic factors in determining whether the group and company
(FAHL standalone) is a going concern:

*  Whether the group and company have sufficient cash
resources to pay its creditors and maturing liabilities as
and when they fall due and meet its operating costs for
the ensuing twelve months.

+  Whether the group and company has available cash re-
sources to deploy in developing and growing existing op-
erations or investing in new opportunities.

The board and management are not aware of any signifi-
cant pending litigation that will threaten the going concern
status of the group and company.

The going concern assessment is, however, a matter of judg-
ment. In making this judgment, the board has considered the
uncertainties arising from their assessment, both individual-
ly and collectively. The board believes the current econom-
ic outlook under COVID-19 presents near-term challenges,
evidenced by increased unemployment, the temporary re-
duction in employee wages, and subdued economic growth
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DIRECTORS' REPORT CONTINUED

within the global economy. The group has responded and
will continue to respond by leveraging its online platforms
and infrastructure during the pandemic. Management im-
plemented a successful “work from home” policy enabled by
the company’s fintech platform allowing all business func-
tions to operate effectively remotely. Management is work-
ing closely with payroll clients to ensure their needs are met
during these trying times, whilst ensuring collectability.

To reduce irresponsible borrowing during the COVID-19
pandemic and over indebting consumers, criteria to apply
for a personal loan were tightened to deal with the shift in
data points available and to make effective credit decisions,
including introducing psychometric scores. This has re-
duced the quantity of applications but has, however, main-
tained the quality of clients that are able to uphold their
credit agreements monthly.

The board therefore remains confident in the company’s
ability to remain a going concern and will continue to sup-
port management in their efforts to build a sustainable busi-
ness.

Liquidity and solvency

The directors have performed the required liquidity and sol-
vency tests required by the Companies Act of Mauritius.

Date of Authorisation for issue of financial state-
ments

The financial statements have been authorised for issue
by the directors on 7 May 2021. No authority was given to
anyone to amend the financial statements after the date of
issue.

For and on behalf of the Board of Directors

7 May 2021
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duciary & Admin

CERTIFICATE FROM THE SECRETARY UNDER SECTION 166 (D) OF THE MAURITIUS COMPANIES ACT 2001
(the “Act”)

We certifiy, to the best of our knowledge and belief, that we have filed with the Registrar of Companies all such
returns as are required by Finclusion Africa Holdings Limited, under the Act for the year ended 31 December 2020.

For Imara Trust Company (Mauritius) Limited
Company Secretary

Registered Office:
Level 2, Alexander House, Silicon Avenue,

Ebene Cybercity 72201
Republic of Mauritius

7t May 2021

Licensed and regulated by the Financial Services Commission of Mauritius

Imara Trust Company (Mauritius) Limited C08080589 Business Registration No.
Level 2, Alexander House, Silicon Avenue +230466 9171 Telephone
Ebene Cybercity, 72201 +230 466 0132 Facsimile

Republic of Mauritius WWWw.imara.mu
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INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF
FINCLUSION AFRICA HOLDINGS LIMITED
Report on the Audit of the Financial Statements
Opinion

We have audited the consolidated and separate financial statements of FINCLUSION AFRICA
HOLDINGS LIMITED (the “Company”) and its subsidiaries (together referred to as the “Group”) on
pages 18 to 84 which comprise the consolidated statement of financial position as at 31 December
2020, and the consolidated statement of profit or loss and other comprehensive income, consolidated
statement of changes in equity and consolidated statement of cash flows for the period then ended, and
notes to the financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements on pages 18 to 84 give a true and fair view of the
financial position of the Group and the Company as at 31 December 2020, and its financial performance
and its cash flows for the period then ended in accordance with International Financial Reporting
Standards (“IFRSs”) and comply with the Companies Act 2001 and the Insurance Act 2005.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit
of the Financial Statements section of our report.

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

Independence

We are independent of the Group and the Company in accordance with the International Ethics
Standards Board for Accountants’ Code of Ethics for Professional Accountants (“IESBA Code”), and we
have fulfilled our other ethical responsibilities in accordance with the IESBA Code.

Other information

The directors are responsible for the other information. The other information comprises the
Commentary of The Directors, the Corporate Governance report and the Secretary’s Certificate as
required by the Companies Act 2001 which we obtained prior to the date of the audit report. Other
information does not include the financial statements and our audit report thereon.

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

In connection with our audit of the financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit, or otherwise appears to be materially misstated. If,
based on the work we have performed, we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report in this regard.
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INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF
FINCLUSION AFRICA HOLDINGS LIMITED
Report on the Audit of the Financial Statements (Continued)

Responsibilities of Representatives and Those Charged with Governance for the Financial
Statements (Continued)

The directors are responsible for the preparation and fair presentation of the financial statements in
accordance with IFRSs as the requirement of the Companies Act and Insurance Act 2005, and for such
internal control as management determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the representatives are responsible for assessing the Group’s and
the Company’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless the representatives either intends to
liquidate the Group and the Company or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group’s and the Company’s financial
reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

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

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

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

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

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

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

PAGE
15
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Page 16

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF

FINCLUSION AFRICA HOLDINGS LIMITED

Report on the Audit of the Financial Statements (Continued)

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

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

Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the financial statements. We are
responsible for the direction, supervision and performance of the audit. We remain solely
responsible for our audit opinion. We communicate with those charged with governance regarding,
among other matters, the planned scope and timing of the audit and significant audit findings,
including any significant deficiencies in internal control that we identify during our audit.

Report on Other Legal and Regulatory Requirements

The Mauritius Companies Act 2001 requires that in carrying out our audit we consider and report to you
on the following matters. We confirm that:

we have no relationship with, or interests in, the Group and the Company other than in our capacity
as auditors;

we have obtained all the information and explanations we have required; and

in our opinion, proper accounting records have been kept by the Group and the Company as far
as appears from our examination of those records.

Other matter

This report, including the opinion has been prepared for and only for the Group’s members, as a body, in
accordance with Section 205 of the Mauritius Companies Act 2001 and for no other purpose. We do not,
in giving this opinion, accept or assume responsibility for any other purpose or to any other person to whom
this report is shown or into whose hands it may come save where expressly agreed by our prior consent in
writing.

wsZ e

Mazars Udaysingh Taukoordass, FCA

Licensed by FRC

Date: 07 MAY 2021
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Consolidated statement of financial position

Group Company
Figures in USD Note Dec-20 Dec-19 Dec-20 Dec-19
Assets
Cash and cash equivalents 6 2138 271 925 859 332036 -
Trade and other receivables 7 1229913 1325976 179 961 10 000
Loans and advances to customers 9 13699 049 17 182 006 - -
Other Financial Assets 8 442 147 13726 - -
Loans with group companies and related parties 10 1181339 - 3130667 1330962
Current tax receivable 22 22902 38290 - -
Property and equipment 12 554 188 347 877 - -
Goodwill 17 826 413 826 413 - -
Intangible assets 13 459 066 483913 - -
Investment in subsidiary 14 - - 7 346 971 8 448 965
Investment in associates 15 146 538 134 309 - -
Deferred Tax (Asset) 16 1188510 1346 933 - -
Loans to related parties 10 - - - -
Investment in Insurance Contracts 11 172 897 163723 - -
22 061 233 22789 025 10 989 635 9789 927
Total assets 22 061 233 22789 025 10 989 635 9789 927
Liabilities
Bank overdraft 6 30992 42 355 - =
Borrowings 20 6411710 7302 816 551 066 -
Trade and other payables 18 2274 541 2484053 28774 -
Other financial liabilities - - - -
Lease liabilities 19 391103 295 653 - -
Liabilities in Insurance Contracts 11 17 399 29030 - -
Loans from related parties 10 633 406 - 453 375 -
Loans from shareholder 10 - 9 885 581 - 9 885 581
Current tax payable 22 93234 219 451 - -
Total liabilities 9 852 385 20 258 939 1033 215 9 885 581
Equity
Share Capital 21 10307 997 10 000 10307 997 10 000
Retained Income (1711 407) (105 654) (351 577) (105 654)
Reserves 1869 700 2625740 - -
Total equity excluding non-controlling interest 10 466 290 2530 086 9 956 420 (95 654)
Non-controlling interest 1742 558 - - -
Total equity 12 208 848 2530 086 9956 420 (95 654)
Total equity and liabilities 22 061 233 22 789 025 10 989 635 9789 927

The above consolidated statement of financial position should be read in conjunction with the accompanying notes on page
23 to 84 of the financial statements.

The annual financial statements were approved by the board of directors on 7 May 2021 and were signed on its behalf by:

Timothy Nuy Kiransingh Gulab
Group CEO Non-executive Director 7 May 2021
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Consolidated statement of profit or loss and other comprehensive
income
Group Company
Figures in USD Note Dec-20 Dec-19 Dec-20 Dec-19
Ir:teetLeosé income calculated using the effective interest 23 7272 255 ) ) )
Other interest income 23 230989 - 288910 -
Ir:zi[]?é expense calculated using effective interest 24 (1 282 556) (105 654) (340 924) (105 654)
Net interest income 6 220 688 (105 654) (52 014) (105 654)
Fee and commission income 25 3031213 - - -
Fee and commission expense 25 (796 066) - (1 839) -
Net fee and commission income 2 235 147 - (1839) -
Net trading income 8 455 835 (105 654) (53 853) (105 654)
Profit from associates 15 11514 - - -
Other revenue - - - -
Other income 28 434199 - 125132 =
Impairment losses on loans and advances to customers 26 (1710 364) - - -
:ﬂlitalsjrsezr:.tiggn:’g?g:;EiZ?gnition of financial assets 27 (32 587) i i i
Net operating income 7 158 597 (105 654) 71 279 (105 654)
Personnel expenses 30 (3209 802) - (33 250) -
Professional fees 32 (749 695) - (65 596) -
Depreciation and amortisation 31 (347 819) - - -
Intercompany charges - - - -
Other operating expenses 29 (3036 437) - (218 356) -
Profit/(loss) before taxation (185 156) (105 654) (245 923) (105 654)
Income tax expense 33 (629 358) - - -
Loss for the year (814 514) (105 654) (245 923) (105 654)
Other comprehensive income
Items that will be reclassified to profit or loss
Movement in translation reserve: - - - -
(Fj?ﬁrczirger;sepserations - foreign currency translation (776 475) ) ) )
(776 475) - - -
Total other comprehensive income/(loss) net of tax (776 475) - - -
Total comprehensive income/(loss) for the year (1 590 989) (105 654) (245 923) (105 654)
Profit or loss attributable to
Holders of ordinary shares of the Company (2 295 830) (105 654) (245 923) (105 654)
Other equity holders - -
Non-controlling interests 704 841 - - -
(1590 989) (105 654) (245 923) (105 654)

The above consolidated statement of profit or loss and other comprehensive income should be read in conjunction with the ac-

companying notes on page 23 to 84 of the financial statements.



Finclusion Africa Holdings Limited and its subsidiaries (Registration number 168807/GBC)
Consolidated Annual Financial statements for the 12 months ended 31 December 2020

PAGE
20

"S)UBWIBILIS [BIdUBUL BY) JO #8 03 £7 @8ed uo sarou SuiAuedwodde ayy yim uondunfuod ul pead ag pjnoys Ainba ul se8ueyd o JUBWR1ILIS PAILPIIOSUO0D dA0GE dY L

8v880C ¢l 89S VL L 06Z 997 0L (Zov L L) 00£698 L (££0 069) LLL6SS T L66 LOEOL 020¢Z 19quiada( LE je se aduejeg
19£69C LL LLLLEO L ve0 CEC 0L - (€96 99) - (€96 99) L66 L6 0L juswWwdAOW [e30]|
[S6 /91 L [S6 /91 1 1saJ21ul uljjoJauod-uou Agq uondiasgns |eyded aseys
(ovz ogl) (ovz 0€l) - - - - - - paJe|dap SpUspIAIQ]
€0 ceCc ol €0 ceCc ol - (€96 99) - (€96 99) L66 L6201 Ainbs 01103p Jo UOISIBAUO)
(686065 L) L¥810L (0€8 562 2) (€S£ 509 1) (££0 069) (££0 069) - - 1eak ay3 104 (sso]) 7/ swodul anIsusyaidwod jejo]
(5217 924) (86€ 93) (££0 069) - (££0 069) (££0 069) - - 3WoUl 3AIsUaYa.4dwod Jay10
(rLS¥18) 6EC L6L (€52 509 1) (€52 509 1) - - - - Je3A a1 10J (SS0J) / 1jodd
980 0€S € - 980 0€S C (59 soL) 0L S29C - 0L 929 C 000 0L 020z ue( | Je se aduejeg
980 0€S T - 980 0€S T (¥S9 sol) 0vLS29¢C - 0vLS29¢C 000 0L 610Z 12quiadaq LE e se aduejeg
0vLSE9 T - 0vLS€9¢C - 0vLS29¢C - 0vLS29¢C 000 0L

- - - - - - - 1sa493ul uljjoJauod-uou Agq uondiuasgns |eyded aseys
0V, S29¢ 0. ST9¢C 0. S29¢C 0, S29¢C 9AI9S3J [043U0D Ul 98uey)
00001 - 00001 - - - - 00001l S3Jeys Jo anss|
(¥59 soL) = (¥59 soL) (¥S9 soL) - - - - aeak ay3 104 (sso]) 7 dwodui anisuayasdwod [ejo)
- - - - - - - - aWo0dUl aAIsuayaJdwod Jayio
(59 s01) - (59 s0L) (59 501) - - - - Jeak ayy 4oy (ss0) 7 3140.d

- - c o S - - - 610z Aienuef | Je se aduejeg

juaued aya
1sa.13iul EYSEIY]
: jo sidumo 03  sSujuaed |o43u0d Jeaded
Aunbas |30  Suijjosauod S9AI9S3J [R10] uole|sue.) asn ui sainsi4
a|qeinquile palejnwinddy ul a8uey) aleys
-UON {2101 fouaain)

Aunba ul sabueyd jo Juswajels pajepijosuo)



PAGE

21

Finclusion Africa Holdings Limited and its subsidiaries (Registration number 168807/GBC)

Consolidated Annual Financial statements for the 12 months ended 31 December 2020

"SIUBWIIRIS [eIDURUL dU3 JO 18 03 £ 98ed uo sajou SulAuedwodde ayl yim uoidunfuod ul peas ag pjnoys Anba uj sagueyd Jo JusWwa1els palepljosuod aAoge ayl

021 956 6

L66 L6C 0L
L66 L6C 0L

(€26 S¥2)

(€26 S¥72)

(59 S6)

(759 S6)
000 0L
oooolL

(rs9 soi)

(99 501)

£3nbs jej0)

1s3.431Ul
Suijjosauod
-uoN

0Z¥ 956 6

L66 L6C 0L
L66 L6C0L

(€26 S¥T)

(€26 S172)

(59 s6)

(¥59 s6)

000 0L
oooolL
(rs9 soi)

(#7959 S01L)

juased ayy
JO siaumo 03
ajgeinquilie
|eloL

(££5 15€)

(€26 S¥T)

(€26 S¥0)

(ys9 soL)

(rS9 soL)

(ys9 soL)

(99 501)

sSuiuiea
palejnwnioy

SOAJ9SaJ |elo |

EYSELTY]
uonejsueuy
fouaiuny

]oJ3u0d
uj aSuey)

L66 LOEOL

L66 L6 0L
66 L6C 0L

000 0L

000 0L

000 0L
0oo ol

Jeaded
aleys

0Z0Z 12quiadaq LE Je se asuejeq

Anba 01 1g9p Jo uoisIaAUOD
1e3A 3y 10} (Sso|) 7 dwodul dAIsuayaidwiod [e3o}

swodul aAIsuaya1dwod Jay10

Jeak ay 4oy (ssoj) / 1j04d

020z uef | ye se asuejeg

610Z 19quiada(Q LE Je se ajuejeg

SaJeys Jo anss|
Jeak ay3 10} (sso|) 7 awodul dAIsuayaidwiod [e3o]
aWodUl aAIsuayaJdwod Jayio

Jeak ay 4oy (ssoj) / 1j04d

6102 Aaenuef | 1e se asuejeg

asn ut saanbyy

Aunba u1 sabueyd jo Juswalels Auedwiod THvS



PAGE | Finclusion Africa Holdings Limited and its subsidiaries (Registration number 168807/GBC)

22 Consolidated Annual Financial statements for the 12 months ended 31 December 2020

Consolidated statement of cash flow

Group Company

Note Dec-20 Dec-19 Dec-20 Dec-19
Cash flows from operating activities
Cash generated from / (used in) operations 34 2870329 - (392 040) -
Interest received 553 632 - 148 261 -
Finance costs paid (1 223 455) - (16 875) -
Tax paid (617 826) - - -
Net cash from operating activities 1582 680 - (260 654) -
Cash flows from investing activities
Purchase of property and equipment (59 300) - - -
Purchase/Additions Right of Use Asset (250 243) - - -
Proceeds from Disposal of property and equipment 15174 - - -
Advances made on loans with related parties - - (490 354) -
Payments received on loans with related parties - - 87 424 -
Net cash from investing activities (294 369) - (402 930) -
Cash flows from financing activities
Advances made on Finance Lease Obligations (223 774) - - -
:De?/sr:ents received on Finance Lease Obligations-New 250 243 i i i
Payments received on other financial assets 561003 - - -
Advances made on other financial assets (939 819) - - -
Advances made on other financial liabilities (2438 477) - -
Payments received on other financial liabilities 2328472 - 549 885
Dividend Paid (130 240) - - -
Payments received on loans from related parties 575976 - 445 735 -
Net cash from financing activities (16 616) - 995 620 -
Total cash movement for the year 1271695 - 332036 -
Cash at the beginning of the year 883504 883 504 - -
El;fjic\}a?;r?échange rate movement on cash and cash (47 920) i
Total cash at end of the year 6 2107 279 883 504 332036 -

The above consolidated statement of cash flow should be read in conjunction with the accompanying notes on page 23 to
84 of the financial statements.
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Notes to consolidated and separate financial statements for the year

ended 31 December 2020

1. Preparation of the consolidated financial
statements

1.1.  Background and purpose of the consolidated
financial statements

Background

Finclusion Africa Holdings Limited (FAHL) is a private com-
pany incorporated in Mauritius. The address of its regis-
tered office and principal place of business is c/o Imara
Trust Company (Mauritius) Limited, Level 2, Alexander
House, Silicon Avenue, Ebene, Cybercity 72201, Mauritius.
The principal activities are, operating in, and having invest-
ments in entities, operating in the credit and insurance in-
dustries.

The principal accounting policies applied in the preparation
of these consolidated and separate annual financial state-
ments are set out below.

Basis of preparation

The consolidated and separate annual financial statements
have been prepared in accordance with International Fi-
nancial Reporting Standards ('IFRS’) on the going concern
basis in accordance with, and in compliance with, Financial
Reporting Pronouncements as issued by the Financial Re-
porting Standards Council and effective at the time of pre-
paring these consolidated annual financial statements and
the Companies Act of Mauritius, as amended.

The consolidated annual financial statements have been
prepared on the historic cost convention, unless otherwise
stated in the accounting policies which follow and incorpo-
rate the principal accounting policies set out below. They
are presented in USD, which is the group and company's
functional currency.

These accounting policies are consistent with the previous
period.

1.2. Basis of consolidation

The consolidated annual financial statements incorporate
the annual financial statements of the company and sub-
sidiaries. Subsidiaries are entities (including structured en-

tities) which are controlled by the group.

1.3.  Going concern

The annual financial statements have been prepared on
the going concern basis which contemplates the continuity
of normal business activities and the realisation of assets
and the settlement of liabilities in the normal course of
business.

In performing the going concern assessment, the board
has considered historical data relating to resources and
reserves, available information about the future, the pos-
sible outcomes of planned events, changes in future condi-
tions and the responses to such events and conditions that
would be available to the board.

The board has, inter alia, considered the following specific
factors in determining whether the group and company is
a going concern:

+ whether the group and company has sufficient cash re-
sources to pay its creditors and maturing liabilities as
and when they fall due and meet its operating costs for
the ensuing twelve months.

« whether the group and company has available cash re-
sources to deploy in developing and growing existing
operations or investing in new opportunities.

The board and management are not aware of any signifi-
cant pending litigation that will threaten the going concern
status of the group and company.

The going concern assessment is, however, a matter of
judgment. In making this judgment, the board has consid-
ered the uncertainties arising from their assessment, both
individually and collectively. The board believes the current
economic outlook under the worldwide “lockdowns” pres-
ents near-term challenges, evidenced by increased unem-
ployment, the temporary reduction in employee wages,
and subdued economic growth within the global economy.

The group has for the greater part remained largely unaf-
fected by these events; management implemented a suc-
cessful “work-from-home” policy enabled by the company’s
fintech platform allowing all business functions to operate
effectively remotely. COVID-19 has tested the robustness
of the group’s business model, resulting in the board im-
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NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2020 (CONTINUED)

plementing the necessary measures to protect employees and clients whilst bolstering reserves to take advantage of near-
term opportunities as and when they arise.

The board, therefore, remains confident in the group and company’s ability to remain a going concern and will continue to

support the newly appointed management in their efforts to build a sustainable business.

2. Accounting policies
The principal accounting policies applied in the preparation of these consolidated financial statements are set out below:
2.1. New standards and amendments

2.1.1.  New standards and amendments adopted from 01 January 2020

New standards impacting the Company that have been adopted in the financial statements for the year ended 31 Decem-
ber 2020 are:

Title Key requirements Effective Date*
Definition of Material - ThelASB has made amendments to IAS 1 Presentation of Financial Statementsand IAS8 01 January 2020
Amendments to IAS 1  Accounting Policies, Changes in Accounting Estimates and Errors which use a consistent
and IAS 8 definition of materiality throughout International Financial Reporting Standards and

the Conceptual Framework for Financial Reporting, clarify when information is material
and incorporate some of the guidance in IAS 1 about immaterial information.

In particular, the amendments clarify:

+ thatthe reference to obscuring information addresses situations in which the effect
is similar to omitting or misstating that information, and that an entity assesses
materiality in the context of the financial statements as a whole, and

+ the meaning of ‘primary users of general-purpose financial statements' to whom
those financial statements are directed, by defining them as ‘existing and potential
investors, lenders and other creditors’ that must rely on general purpose financial
statements for much of the financial information they need.

Definition of a Business -  Amendments to IFRS 3 were mandatorily effective for reporting periods beginning on 01 January 2020
Amendments to IFRS 3 or after 1 January 2020. The Group has applied the revised definition of a business for

acquisitions occurring on or after 1 January 2020 in determining whether an acquisition

is accounted for in accordance with IFRS 3 Business Combinations. The amendments

do not permit the Group to reassess whether acquisitions occurring prior to 01 January

2020 met the revised definition of a business.

Interest Rate Benchmark  The amendments made to IFRS 7 Financial Instruments: Disclosures, IFRS 9 Financial 01 January 2020
Reform - Amendmentsto  Instruments and IAS 39 Financial Instruments: Recognition and Measurement provide
IFRS 7, IFRS 9 and IAS 39 certain reliefs in relation to interest rate benchmark reforms.

The reliefs relate to hedge accounting and have the effect that the reforms should not
generally cause hedge accounting to terminate. However, any hedge ineffectiveness
should continue to be recorded in the income statement. Given the pervasive nature of
hedges involving IBOR-based contracts, the reliefs will affect companies in all industries.

Other standards

New standards that have been adopted in the annual financial statements for the year ended 31 December 2020, but have

not had a significant effect on the Company are:

« IAS 1 Presentation of Financial Statements and IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors
(Amendment - Disclosure Initiative - Definition of Material); and

+ Revisions to the Conceptual Framework of Financial Reporting.
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2.1.2.  New standards and amendments not yet effective

There are several standards, amendments to standards and interpretations which have been issued by the IASB that are
effective in the future accounting periods that the Company has decided not to adopt early.

The following amendments are effective for the period beginning 01 January 2022:

Title

Key requirements

Effective Date*

IFRS 17
Insurance
Contracts

IFRS 17 was issued in May 2017 as replacement for IFRS 4 Insurance Contracts. It requires
a current measurement model where estimates are re-measured in each reporting period.
Contracts are measured using the building blocks of:

+ discounted probability-weighted cash flows
+ an explicit risk adjustment, and

* a contractual service margin (CSM) representing the unearned profit of the contract

which is recognised as revenue over the coverage period.

The standard allows a choice between recognising changes in discount rates either in the
statement of profit or loss or directly in other comprehensive income. The choice is likely
to reflect how insurers account for their financial assets under IFRS 9.

An optional, simplified premium allocation approach is permitted for the liability for the
remaining coverage for short duration contracts, which are often written by non-life
insurers.

There is a modification of the general measurement model called the 'variable fee approach’
for certain contracts written by life insurers where policyholders share in the returns from
underlying items. When applying the variable fee approach, the entity’s share of the fair
value changes of the underlying items is included in the CSM. The results of insurers using
this model are therefore likely to be less volatile than under the general model.

The new rules will affect the financial statements and key performance indicators of
all entities that issue insurance contracts or investment contracts with discretionary
participation features.

Originally 01 January
2021, but extended
to 01 January 2023
by the IASB in March
2020

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

In May 2020, the International Accounting Standards Board (Board) issued Covid-19-Related
Rent Concessions, which amended IFRS 16 Leases. The amendment permitted lessees, as a
practical expedient, not to assess whether particular rent concessions occurring as a direct
consequence of the covid-19 pandemic are lease modifications and instead to account
for those rent concessions as if they are not lease modifications. The amendment did not
affect lessors.

In March 2021, the Board issued Covid-19-Related Rent Concessions beyond 30 June 2021,
which extended the availability of the practical expedient by one year.

01 June 2020
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2.1.3. Forthcoming requirements

Title

Key requirements

Effective Date*

Classification

of Liabilities

as Current or
Non-current -
Amendments to
IAS 1

The narrow-scope amendments to IAS 1 Presentation of Financial Statements clarify that
liabilities are classified as either current or non-current, depending on the rights that
exist at the end of the reporting period. Classification is unaffected by the expectations
of the entity or events after the reporting date (e.g. the receipt of a waver or a breach of
covenant). The amendments also clarify what IAS 1 means when it refers to the ‘settlement’
of a liability.

The amendments could affect the classification of liabilities, particularly for entities that
previously considered management’s intentions to determine classification and for some
liabilities that can be converted into equity.

They must be applied retrospectively in accordance with the normal requirements in IAS 8
Accounting Policies, Changes in Accounting Estimates and Errors.

In May 2020, the IASB issued an Exposure Draft proposing to defer the effective date of the
amendments to 1 January 2023.

01 January 2022
[possibly deferred
to 01 January 2023

Property, Plant
and Equipment:
Proceeds before
intended use -
Amendments to
IAS 16

The amendment to IAS 16 Property, Plant and Equipment (PP&E) prohibits an entity from
deducting from the cost of an item of PP&E any proceeds received from selling items
produced while the entity is preparing the asset for its intended use. It also clarifies that an
entity is ‘testing whether the asset is functioning properly’ when it assesses the technical
and physical performance of the asset. The financial performance of the asset is not
relevant to this assessment.

Entities must disclose separately the amounts of proceeds and costs relating to items
produced that are not an output of the entity’s ordinary activities.

01 January 2022

Title Key
requirements
Effective Date*

The following improvements were finalised in May 2020:

+ IFRS 9 Financial Instruments - clarifies which fees should be included in the 10% test for
derecognition of financial liabilities.

+ IFRS 16 Leases - amendment of illustrative example 13 to remove the illustration of
payments from the lessor relating to leasehold improvements, to remove any confu-
sion about the treatment of lease incentives.

+ IFRS 1 First-time Adoption of International Financial Reporting Standards - allows en-
tities that have measured their assets and liabilities at carrying amounts recorded in
their parent’s books to also measure any cumulative translation differences using the
amounts reported by the parent. This amendment will also apply to associates and
joint ventures that have taken the same IFRS 1 exemption.

+ 1AS 41 Agriculture - removal of the requirement for entities to exclude cash flows for
taxation when measuring fair value under IAS 41. This amendment is intended to align
with the requirement in the standard to discount cash flows on a post-tax basis.

01 January 2022

Onerous Contracts

- Cost of Fulfilling
a Contract
Amendments to
IAS 37

The amendment to IAS 37 clarifies that the direct costs of fulfilling a contract include both
the incremental costs of fulfilling the contract and an allocation of other costs directly
related to fulfilling contracts. Before recognising a separate provision for an onerous
contract, the entity recognises any impairment loss that has occurred on assets used in
fulfilling the contract.

01 January 2022

Reference to
the Conceptual
Framework -
Amendments to
IFRS 3

Minor amendments were made to IFRS 3 Business Combinations to update the references
to the Conceptual Framework for Financial Reporting and add an exception for the
recognition of liabilities and contingent liabilities within the scope of IAS 37 Provisions,
Contingent Liabilities and Contingent Assets and Interpretation 21 Levies. The amendments
also confirm that contingent assets should not be recognised at the acquisition date.

01 January 2022
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2.2. Functional and presentation currency

Items included in the financial statements of the group and
company are measured using the currency of the primary
economic environment in which the entity operates (the
“functional currency”). The financial statements are pre-
sented in United States Dollar (“USD") which is the Com-
pany's functional and presentation currency. The USD is
the currency that most faithfully represents the economic
effects of the underlying transaction, events and conditions
that are relevant to the Company.

2.3. Foreign currency translation

Foreign currency transactions are translated into the func-
tional currency using the exchange rates prevailing at the
dates of the transactions or valuations where items are
re-measured.

Foreign exchange gains or losses resulting from the set-
tlement of such transactions and from the translation at
year-end exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognised in the
statement of profit or loss, except when deferred in equity
as qualifying cash flow hedges and qualifying net invest-
ment hedges.

When a gain or loss on a non-monetary item is recognised
in other comprehensive income and accumulated in eg-
uity, any exchange component of that gain or loss is rec-
ognised in other comprehensive income and accumulated
in equity. When a gain or loss on a non-monetary item is
recognised in profit or loss, any exchange component of
that gain or loss is recognised in profit or loss.

Cash flows arising from transactions in a foreign currency
are recorded by applying to the foreign currency amount,
the exchange rate between the functional currency and the
foreign currency at the date of the cash flow.

2.4. Consolidation

2.4.1. Subsidiaries

Subsidiaries are all entities (including structured entities)
over which the company has control. Subsidiaries are fully
consolidated from the date on which control is transferred
to the group. Subsidiaries are deconsolidated from the
date when control ceases.

Control exists when an investor is exposed or has rights to
variable returns from its involvement with the investee and
can affect these returns through its power over the invest-
ee. Where such exposure and power exist over an investee,
the investee is accounted for as a subsidiary. Transactions
with non-controlling interests (“NCI") that do not result in
loss of control are accounted for as equity transactions -
that is, as transactions with the owners in their capacity as
owners. The difference between fair value of any consider-
ation paid and the relevant share acquired of the carrying
value of net assets of the subsidiary is recorded in equity.
Gains or losses on disposals to non-controlling interests
are also recorded in equity.

The group applies the acquisition method to account for
business combinations. The consideration transferred for
the acquisition of a subsidiary is the fair values of the assets
transferred, the liabilities incurred to the former owners of
the acquiree, and the equity interests issued by the group.
The consideration transferred includes the fair value of any
asset or liability resulting from a contingent consideration
arrangement. ldentifiable assets acquired and liabilities and
contingent liabilities assumed in a business combination are
measured initially at their fair values at the acquisition date.
The group recognises any non-controlling interest in the ac-
quiree on an acquisition-by-acquisition basis, either at fair
value or at the non-controlling proportionate share of the
recognized amounts of the acquiree’s identifiable net assets.
Acquisition-related costs are expensed as incurred.

Any contingent consideration to be transferred by the
group is recognised at fair value at the acquisition date.
Subsequent changes to the fair value of the contingent
consideration that is deemed to be an asset or liability is
recognised in accordance with IAS 39 either in profit or loss
or as a change to other comprehensive income. Contin-
gent consideration that is classified as equity is not re-mea-
sured, and its subsequent settlement is accounted for with-
in equity.

Inter-company transactions, balances, income, and expens-
es on transactions between group companies are eliminat-
ed. Profits and losses resulting from intercompany trans-
actions that are recognised in assets and liabilities, are also
eliminated. Accounting policies of subsidiaries have been
changed where necessary to ensure consistency with the
policies adopted by the group.
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2.4.2. Disposal of subsidiaries

When the group ceases to have control, any retained inter-
est in the entity is remeasured to its fair value at the date
when control is lost, with the change in carrying amount
recognised in profit or loss. The fair value is the initial carry-
ing amount for the purposes of subsequent accounting for
the retained interest as an associate, joint venture, or finan-
cial asset. In addition, any amounts previously recognised
in other comprehensive income in respect of that entity are
accounted for as if the group had directly disposed of the
related assets or liabilities. This often mean that amounts
previously recognised in other comprehensive income, are
recycled through profit or loss.

2.4.3. Associates

Associates are all entities (including structured entities)
over which the company does not have significant control.
The Group uses the equity method to account for its invest-
ments in associates.

Under the equity method of accounting, an equity invest-
ment for 49% stake in GetBucks Namibia was initially re-
corded at cost and is subsequently adjusted to reflect the
share of the net profit or loss of the associate.

Distributions received from the associate reduce the carry-
ing amount of the investment. Adjustments to the carrying
amount may also be required arising from changes in the
investee's other comprehensive income that have not been
included in profit or loss.

2.5. Property and equipment

Property and equipment are tangible assets which the
group holds for its own use and which are expected to be
used for more than one year. Property and equipment are
initially measured at cost.

Cost includes all the expenditure which is directly attribut-
able to the acquisition or construction of the asset.

Property and equipment are subsequently stated at cost
less accumulated depreciation and any accumulated im-
pairment losses, except for land which is stated at cost less
any accumulated impairment losses, and buildings, which
are stated at the revalued amount less accumulated depre-
ciations and any accumulated impairment losses.

Depreciation of an asset commences when the asset is
available for use as intended by management. Depreci-
ation is charged to write off the asset's carrying amount
over its estimated useful life to its estimated residual value,
using a method that best reflects the pattern in which the

asset's economic benefits are consumed by the group.

All assets are depreciated over a straight-line basis over the
estimated useful life. Leased assets are depreciated in a
consistent manner over the shorter of their expected use-
ful lives and the lease term. Depreciation is not charged to
an asset if its estimated residual value exceeds or is equal
to the carrying amount. Depreciation of an asset ceases at
the earlier of the date that the asset is classified as held for

sale or derecognised.

The useful lives of items of property and equipment have

been assessed as follows:

Category Average useful life
Furniture and fixtures 6 years
Motor vehicles 5years
Office equipment 5years
IT equipment 3years

Leasehold improvement Lease period

The residual value, useful life, and depreciation method
of each asset are reviewed at the end of each reporting
year. If the expectations differ from previous estimates,
the change is accounted for prospectively as a change in
accounting estimate. Each part of an item of property and
equipment with a cost that is significant in relation to the

total cost of the item is depreciated separately.

Impairment tests are performed on property and equip-
ment when there is an indicator that they may be im-
paired. When the carrying amount of an item of property
and equipment is assessed to be higher than the estimat-
ed recoverable amount, an impairment loss is recognised
immediately in profit or loss to bring the carrying amount
in line with the recoverable amount. As at the end of the
reporting period, there were no indications that any assets

needed to be impaired.
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An item of property and equipment is derecognised upon
disposal or when no future economic benefits are expect-
ed from its continued use or disposal. Any gain or loss
arising from the derecognition of an item of property and
equipment, determined as the difference between the net
disposals.

Proceeds, if any, and the carrying amount of the item, is
included in profit or loss when the item is derecognised.
The gain or loss arising from the derecognition of an item
of property and equipment is determined as the difference
between the net disposal proceeds, if any, and the carrying
amount of the item.

2.6. Goodwill

Goodwill arises on the acquisition of subsidiaries, associ-
ates and joint ventures and represents the excess of the
consideration transferred, amount of any non-controlling
interest in the acquired entity, and acquisition-date fair
value of any previous equity interest in the acquired en-
tity over the fair value of the net identifiable assets, liabil-
ities, and contingent liabilities of the acquiree. Goodwill is
carried at cost less accumulated impairment losses. Gains
and losses on the disposal of an entity include the carrying
amount of goodwill relating to the entity sold.

Goodwill is allocated to cash-generating units for the pur-
pose of impairment testing. The allocation is made to those
cash-generating units or group of cash-generating units
that are expected to benefit from the business combination
in which the goodwill arose identified according to operat-
ing segment. Goodwill impairment reviews are undertaken
annually or more frequently if events or changes in circum-
stances indicate a potential impairment. The carrying value
of goodwill is compared to the recoverable amount, which
is the higher of value in use and the fair value less cost of
disposal. Any impairment is recognised immediately in
profit or loss and is not subsequently reversed.

Intangible assets are initially recognised at cost. Costs as-
sociated with maintaining computer software programmes
are recognised as an expense as incurred.

Development costs that are directly attributable to the de-
sign and testing of identifiable and unique software prod-
ucts controlled by the group are recognised as intangible

assets when the following criteria are met:

« Itis technically feasible to complete the asset so that it
will be available for use or sale.

+ Thereis an intention to complete and use or sell it.
+ Thereis an ability to use or sell it.
+ It will generate probable future economic benefits.

*  There are available technical, financial, and other re-
sources to complete the development and to use or sell
the asset.

+ The expenditure attributable to the asset during its de-
velopment can be measured reliably.

Directly attributable costs which are capitalised as part of
the software product include the software development,
employee costs, and an appropriate portion of relevant
overheads.

Other development expenditures that do not meet these
criteria are recognised as an expense as incurred. Devel-
opment costs previously recognised as an expense are not
recognised as an asset in a subsequent period.

Computer software development costs recognised as as-
sets are amortised over their estimated useful lives, which
does not exceed five years. Amortisation is provided to
write down the intangible assets, on a straight-line basis,

as follows:
Category Average useful life
Computer software, other 3-5years
Customer relationships 3-10 years

The customer relationship relates to the fair value adjust-
ments of the purchase of a deduction at source lending in
respect of Loans and advances to customers, during the
2015 financial year. The group provides loans to employed
individuals, who are employed by employers, vetted by the
group, and have concluded an agreement with the group.
In terms of these agreements, the employer deducts the
loan instalments from the customer’s salary and disburses
these funds to the group.



PAGE Finclusion Africa Holdings Limited and its subsidiaries (Registration number 168807/GBC)
30 Consolidated Annual Financial statements for the 12 months ended 31 December 2020

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2020 (CONTINUED)

2.7. Financial instruments initial measurement

2.7.1. Date of recognition

Financial assets and liabilities, except for loans and advanc-
es to customers and balances due to customers, are ini-
tially recognised on the trade date, i.e., the date on which
the group becomes a party to the contractual provisions
of the instrument. Loans and advances to customers are
recognised when funds are transferred to the customers’
accounts. The group recognises balances due to customers
when funds are transferred to the group.

2.7.2. Initial measurement of financial instruments

The classification of financial instruments at initial recog-
nition depends on their contractual terms and the busi-
ness model for managing the instruments. Financial in-
struments are initially measured at their fair value plus or
minus, except in the case of financial assets and financial
liabilities not recorded at fair value through profit or loss,
any transaction costs directly attributable to the issue of
the financial asset or liability. Other receivables are mea-
sured at fair value.

2.7.3. Measurement categories of financial assets and
liabilities

The group classifies all financial assets based on the busi-

ness model for managing the assets and the asset's con-

tractual terms, measured at either:

+  Amortised cost.
+ Fair Value through Other Comprehensive Income (FVOCI).
+ Fair value through Profit and Loss (FVTPL).

2.8. Financial assets and liabilities

2.8.1. Loans and advances to customers

The group measures Loans and advances to customers
and other financial investments at amortised cost if both of
the following conditions are met:

* The financial asset is held within a business model with
the objective to hold financial assets to collect contrac-
tual cash flows.

+ The contractual terms of the financial asset give rise on
specified dates to cash flows that are solely payments
of principal and interest (SPPI) on the principal amount
outstanding.

The details of these conditions are outlined below:

Business model assessment

The group determines its business model at the level that
best reflects how it manages groups of financial assets to
achieve its business objective:

+ The risks that affect the performance of the business
model and the way those risks are managed.

*  How managers of the business are compensated.
+ The expected frequency, value, and timing of sales.

+ The business model assessment is based on reasonably
expected scenarios without taking ‘worst case’ or ‘stress
case’ scenarios into account. If cash flows after initial
recognition are realised in a way that is different from
the group's original expectations, the group does not
change the classification of the remaining financial as-
sets held in that business model but incorporates such
information when assessing newly originated or newly
purchased financial assets going forward.

The SPPI test

As a second step of its classification process the group as-
sesses the contractual terms of the financial asset to iden-
tify whether they meet the SPPI test.

‘Principal’ for the purpose of this test is defined as the fair
value of the financial asset at initial recognition and may
change over the life of the financial asset.

The most significant elements of interest within a lending
arrangement are typically the consideration for the time
value of money and credit risk. To make the SPPI assess-
ment, the group applies judgement and considers relevant
factors.

In contrast, contractual terms that introduce a more than
de minimis exposure to risks or volatility in the contractual
cash flows that are unrelated to a basic lending arrange-
ment do not give rise to contractual cash flows that are
solely payments of principal and interest on the amount
outstanding. In such cases, the financial asset is required
to be measured at FVPL.
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2.8.2. Financial assets / financial liabilities measured at

amortised cost.

Financial Assets / financial liabilities are measured at am-
ortised cost. They are included in current assets / liabilities,
except for maturities greater than 12 months after the end
of the reporting period. These are classified as non-current
assets / liabilities. The group’s financial assets / financial li-
abilities measured at amortised cost comprise ‘loans to /
(from) group companies and related parties’, ‘other finan-
cial assets’, ‘loans and advances to customers’, ‘other re-
ceivables’, ‘cash and cash equivalents’, ‘borrowings’, ‘Loans
from shareholder’, ‘lease liabilities’, and ‘trade and other
payables’ in the consolidated statement of financial posi-
tion. (Note 6,7, 8,9, 10, 18, 19, 20)

Initial recognition and measurement

Financial instruments are recognised initially when the
group becomes a party to the contractual provisions of the
instruments.

The group classifies financial instruments, or their compo-
nent parts, on initial recognition as a financial asset, a fi-
nancial liability, or an equity instrument in accordance with
the substance of the contractual arrangement.

Transaction costs on financial instruments at fair value
through profit or loss are recognised in profit or loss.

Gains or losses arising from changes in the fair value of the
financial assets/liabilities at fair value through profit or loss
category are presented in the consolidated statement of
profit or loss and other comprehensive income within ‘Oth-
er income’ and ‘Other operating expenses’ in the period in
which they arise. Dividend income from financial assets
at fair value through profit or loss are recognised in the
consolidated statement of profit or loss and other compre-
hensive income as part of “other income” when the group’s
right to receive payments are established.

2.8.3. Derecognition of financial assets and liabilities

2.8.3.1. Derecognition due to substantial modification of
terms and conditions

The group derecognises a financial asset or liability, for ex-

ample, loans and advances to a customer or a debt facility,

when the terms and conditions have been renegotiated

to the extent that, substantially, it becomes a new loan,

with the difference recognised as a derecognition gain or
loss, to the extent that an impairment loss has not already
been recorded. The newly recognised loans are classified
as Stage 1 for ECL measurement purposes unless the new
loan is deemed to be purchased or originated credit-im-
paired financial assets (POCI).

When assessing whether to derecognise a loan to a cus-
tomer, amongst others, the group considers the following
factors:

+ Change in the method of collection from payroll deduc-
tion method.

+  Change in counterparty.

» If the modification is such that the instrument would no
longer meet the SPPI criterion.

If the modification does not result in cash flows that are
substantially different, as set out below, the modification
does not result in derecognition. Based on the change in
cash flows discounted at the original EIR, the group records
amodification gain or loss, to the extent that an impairment
loss has not already been recorded. For financial liabilities,
the group considers a modification substantial based on
qualitative factors and if it results in a difference between
the adjusted discounted present value and the original car-
rying amount of the financial liability of, or greater than,
ten percent. For financial assets, this assessment is based
on qualitative factors.

2.8.3.2. Derecognition other than for substantial
modification

Financial assets

A financial asset (or, where applicable, a part of a finan-
cial asset or part of a group of similar financial assets) is
derecognised when the rights to receive cash flows from
the financial asset have expired. The group also derecog-
nises the financial asset if it has both transferred the finan-
cial asset and the transfer qualifies for derecognition.

The group has transferred the financial asset if, and only
if, either:

* The group has transferred its contractual rights to re-
ceive cash flows from the financial asset; or
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+ The group retains the rights to the cash flows but has
assumed an obligation to pay the received cash flows
in full without material delay to a third party under a
‘pass-through’ arrangement.

Pass-through arrangements are transactions whereby the
group retains the contractual rights to receive the cash
flows of a financial asset (the ‘original asset’), but assumes
a contractual obligation to pay those cash flows to one or
more entities (the ‘eventual recipients’), only when all the
following three conditions are met:

« The group has no obligation to pay amounts to the
eventual recipients unless it has collected equivalent
amounts from the original asset, excluding short-term
advances with the right to full recovery of the amount
lent plus accrued interest at market rates.

+ The group cannot sell or pledge the original asset other
than as security to the eventual recipients.

+ The group must remit any cash flows it collects on be-
half of the eventual recipients without material delay. In
addition, the group is not entitled to reinvest such cash
flows, except for investments in cash or cash equiva-
lents, including interest earned, during the period be-
tween the collection date and the date of required re-
mittance to the eventual recipients.

The group considers control to be transferred if and only if,
the transferee has the practical ability to sell the asset in its
entirety to an unrelated third party and can exercise that
ability unilaterally and without imposing additional restric-
tions on the transfer.

When the group has neither transferred nor retained sub-
stantially all the risks and rewards and has retained control
of the asset, the asset continues to be recognised only to
the extent of the group’s continuing involvement, in which
case, the group also recognises an associated liability. The
transferred asset and the associated liability are measured
on a basis that reflects the rights and obligations that the
group has retained.

Continuing involvement that takes the form of a guarantee
over the transferred asset is measured at the lower of the
original carrying amount of the asset and the maximum
amount of consideration the group could be required to

pay.

If continuing involvement takes the form of a written or
purchased option (or both) on the transferred asset, the
continuing involvement is measured at the value the group
would be required to pay upon repurchase. In the case of
a written put option on an asset that is measured at fair
value, the extent of the entity's continuing involvement is
limited to the lower of the fair value of the transferred as-
set and the option exercise price.

2.9. Impairment of financial assets

2.9.1. Overview of the expected credit loss principles

The group has been recording the allowance for expected
credit losses for all loans and other debt financial assets
not held at FVPL, together with loan commitments, in this
section all referred to as “financial instruments”. Equity in-
struments are not subject to impairment under IFRS 9.

The Expected Credit Loss (ECL) allowance is based on the
credit losses expected to arise over the life of the asset (the
lifetime expected credit loss or “LTECL"), unless there has
been no significant increase in credit risk since origination,
in which case, the allowance is based on the 12 months’
expected credit loss (“12mECL").

The 12mECL is the portion of LTECLs that represent the
ECLs that result from default events on a financial instru-
ment that is possible within the 12 months after the report-
ing date.

The group established a policy to perform an assessment,
at the end of each reporting period, of whether a financial
instrument's credit risk has increased significantly since
initial recognition, by considering the change in the risk of
default occurring over the remaining life of the financial in-
strument.

Based on the above process, the group categorises its loans
into Stage 1, Stage 2, Stage 3 and POCI, as described below:

+ Stage 1: When loans are first recognised, the group
recognises an allowance based on 12mECLs. Stage 1
loans also include certain facilities where the credit risk
has improved, and the loan has been reclassified from
Stage 2.

+ Stage 2: When aloan has shown a significant increase in
credit risk since origination, the group records an allow-
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ance for the LTECLs. Stage 2 loans also include certain
facilities, where the credit risk has improved, and the
loan has been reclassified from Stage 3.

+ Stage 3: Loans considered credit impaired. The group
records an allowance for the LTECLs.

For financial assets for which the group has no reason-
able expectations of recovering either the entire outstand-
ing amount, or a proportion thereof, the gross carrying
amount of the financial asset is reduced. This is considered
a (partial) derecognition of the financial asset.

The group write-off policy states that a credit impaired loan
with a contractual maturity of more than 1 month will be
written off after 365 days of non-payment. Credit impaired
loans with a contractual maturity of 1 month are written off
after 180 days of non-payment.

2.9.2. The calculation of ECLs

The group calculates ECLs based on three probabili-
ty-weighted scenarios to measure the expected cash short-
falls, discounted at each loan’s original EIR. A cash shortfall
is the difference between the cash flows that is due to an
entity in accordance with the contract and the cash flows
that the entity expects to receive.

The mechanics of the ECL calculations are outlined below
and the key elements are, as follows:

« The Probability of Default (“PD") is an estimate of the
likelihood of default over a given time horizon. A default
may only happen at a certain time over the assessed pe-
riod if the facility has not been previously derecognised
and is still in the portfolio.

« The Exposure at Default (“EAD") is an estimate of the
exposure at a future default date, considering expect-
ed changes in the exposure after the reporting date,
including repayments of principal and interest, wheth-
er scheduled by contract or otherwise, expected draw-
downs on committed facilities, and accrued interest
from missed payments.

* The Loss Given Default (“LGD") is an estimate of the
loss arising in the case where a default occurs at a giv-
en time. It is based on the difference between the con-
tractual cash flows due and those that the lender would
expect to receive, including from the realisation of any
collateral that are integral to the loan. It is usually ex-

pressed as a percentage of the EAD.

When estimating the ECLs, the group considers three sce-
narios (a base case, an upside, and a downside). Each of
these are associated with different PDs, and LGDs. When
relevant, the assessment of multiple scenarios also incor-
porates how defaulted loans are expected to be recovered,
including the probability that the loans will cure as well as
the value of collateral.

For non-revolving (i.e., fixed term) loans, the maximum pe-
riod for which the credit losses are determined is the con-
tractual life of a financial instrument unless the group has
the legal right to call it earlier.

The mechanics of the ECL method are summarised below:

e Stage 1:

The 12mECL is calculated as the portion of LTECLs that
represent the ECLs that result from default events on
a financial instrument that are possible within the 12
months after the reporting date. The group calculates
the 12mECL allowance based on the expectation of a
default occurring in the 12 months following the report-
ing date. The forecasted EAD is adjusted for expected
prepayment behaviour as well as additional charges in
the event of default. The expected 12-month default
probabilities are applied to this forecasted EAD, multi-
plied by the expected LGD, and discounted using the
original EIR. This calculation is made for each of the
three scenarios, as explained above.

e Stage 2:

When a loan has shown a significant increase in credit
risk since origination, the group records an allowance
for the LTECLs. The mechanics are like those explained
above, including the use of multiple scenarios, but PDs
and LGDs are estimated over the lifetime of the instru-
ment. The expected cash shortfalls are discounted us-
ing the original EIR.

* Stage 3:
For loans considered credit-impaired, the group recog-
nises the lifetime expected credit losses for these loans.

The method is like that for Stage 2 assets, with the PD
set at 100% and with LGD based on a recovery curve.
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2.9.3. Forward looking information

In its ECL models, the group relies on a broad range of for-
ward-looking information as economic inputs, such as:

+ Gross domestic product (“GDP") growth
« Unemployment rates

+ Central Bank base rates

2.10. Cash and cash equivalents

Cash and cash equivalents as referred to in the cash flow
statement comprises amounts due from banks on demand.
Cash and cash equivalents are subsequently measured at
amortised cost. For the purposes of the Statement of Cash
Flow, cash and cash equivalents includes cash balances
and bank overdrafts utilised.

2.11. Taxation (tax)

2.11.1. Current taxation

Current tax assets and liabilities for the current and prior
years are measured at the amount expected to be recov-
ered from, or paid to, the taxation authorities. The tax rates
and tax laws used to compute the amount are those that
are enacted, or substantively enacted, by the reporting
date in the countries where the group operates and gener-
ates taxable income.

The current income tax charge is calculated based on the
tax laws enacted or substantively enacted at the reporting
date in the countries where the company and its subsid-
iaries operate and generate taxable income. Management
periodically evaluates positions taken in tax returns with
respects to situations in which applicable tax regulation is
subject to interpretation. It establishes provisions where
appropriate based on amounts expected to be paid to the
tax authorities.

2.11.2. Deferred tax

Deferred tax is provided on temporary differences at the
reporting date between the tax bases of assets and liabili-
ties and their carrying amounts for financial reporting pur-
poses.

Deferred tax liabilities are recognised for all taxable tempo-
rary differences, except:

*  Where the deferred tax liability arises from the initial
recognition of goodwill or of an asset or liability in a
transaction that is not a business combination and, at
the time of the transaction, affects neither the account-
ing profit nor taxable profit or loss.

The carrying amount of deferred tax assets is reviewed at
each reporting date and reduced to the extent that it is no
longer probable that sufficient taxable profit will be avail-
able to allow all or part of the deferred tax asset to be uti-
lised. Unrecognised deferred tax assets are reassessed at
each reporting date and are recognised to the extent that it
becomes probable that future taxable profit will allow the
deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax
rates that are expected to apply in the year when the asset
is realised or the liability is settled, based on tax rates (and
tax laws) that have been enacted or substantively enacted
at the reporting date.

The group only off-sets its deferred tax assets against liabil-
ities when there is both a legal right to offset its current tax
assets and liabilities and it is the group’s intention to settle
on a net basis.

2.11.3. Tax expenses

The tax expense for the period comprises current and de-
ferred tax. The taxation charge is recognised in profit or
loss, 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 in-
come or directly in equity, respectively.

2.12. Leases

The group leases various offices, equipment, and vehicles.
Rental contracts are typically made for fixed periods of 1
to 5 years but may have extension options as described
below.

Lease terms are negotiated on an individual basis and con-
tain a wide range of different terms and conditions. The
lease agreements do not impose any covenants other than
the security interests in the leased assets that are held by
the lessor. Leased assets may not be used as security for
borrowing purposes.
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Assets and liabilities arising from a lease are initially mea-
sured on a present value basis. Lease liabilities include the
net present value of the following lease payments:

« fixed payments (including in-substance fixed pay-
ments), less any lease incentives receivable.

+ payments of penalties for terminating the lease, if the
lease term reflects the group exercising that option.

Lease payments to be made under reasonably certain ex-
tension options are also included in the measurement of
the liability.

The lease payments are discounted using the interest rate
implicit in the lease. If that rate cannot be readily deter-
mined, which is generally the case for leases in the group,
the lessee’s incremental borrowing rate is used, being the
rate that the individual lessee would have to pay to borrow
the funds necessary to obtain an asset of similar value to
the right-of-use asset in a similar economic environment
with similar terms, security, and conditions.

Lease payments are allocated between principal and fi-
nance cost. The finance cost is charged to profit or loss
over the lease period to produce a constant periodic rate
of interest on the remaining balance of the liability for each
period. No short-term lease exemptions have been used.

2.12.1. Right of use asset

Right-of-use assets are measured at cost comprising the
following:

«  The amount of the initial measurement of lease liability.

+ Any lease payments made at or before the commence-
ment date less any lease incentives received.

* Any initial direct costs.

* Restoration costs.

Right-of-use assets are generally depreciated over the
shorter of the asset's useful life and the lease term on a
straight-line basis. If the group is reasonably certain to ex-
ercise a purchase option, the right-of-use asset is depreci-
ated over the underlying asset's useful life.

2.12.2. Non-current assets held for sale or disposal
groups.

Non-current assets held for sale

Non-current assets and disposal groups are classified as
held for sale if their carrying amount will be recovered
through a sale transaction rather than through continuing
use. This condition is regarded as met, only when the sale
is highly probable, and the asset (or disposal group) is avail-
able for immediate sale in

its present condition. Management must be committed to
the sale, which should be expected to qualify for recogni-
tion as a completed sale within one year from the date of
classification. Non-current assets and disposal groups held
for sale are measured at the lower of their carrying amount
and fair value less costs to sell (distribute). Non-current as-
sets and disposal groups is not depreciated (or amortised)
while it is classified as held for sale or while it is part of
a disposal group classified as such. Interest and other ex-
penses attributable to the liabilities of a disposal group
classified as held for sale are recognised in profit or loss.

Discontinued operation

A discontinued operation is a component of the entity that
has been disposed of or is classified as held for sale and
that represents a separate major line of business or geo-
graphical area of operations, is part of a single co-ordinat-
ed plan to dispose of such a line of business or area of op-
erations, or is a subsidiary acquired exclusively with a view
to resale. The results of discontinued operations are pre-
sented separately in the consolidated statement of profit
or loss and other comprehensive income.

2.13. Impairment of non-financial assets

The group assesses at each end of the reporting period
whether there is any indication that an asset may be im-
paired.

Irrespective of whether there is any indication of impair-
ment, the group also:

« Tests intangible assets with an indefinite useful life or
intangible assets not yet available for use for impair-
ment annually, by comparing the carrying amount with
the recoverable amount. This impairment test is per-
formed during the annual period and at the same time
every period.

«  Test of goodwill acquired in a business combination for
impairment annually.
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If any such indication exists, the group estimates the recov-
erable amount of the asset. The recoverable amount of an
asset or a cash generating unit is the higher of its fair value
less costs of disposal and its value in use. If there is any
indication that an asset may be impaired, the recoverable
amount is estimated for the individual asset. If it is not pos-
sible to estimate the recoverable amount of the individual
asset, the recoverable amount of the cash-generating unit
or group of cash generating units to which the asset be-
longs is determined.

If the recoverable amount of an asset is less than the car-
rying amount, the carrying amount of the asset is reduced
to its recoverable amount. That reduction is an impairment
loss. An impairment loss of assets carried at cost less any
accumulated depreciation or amortisation is recognised
immediately in profit or loss. At the end of the reporting
period there were no indication that an impairment test
was required.

2.14. Share capital, equity, and other reserves

2.14.1. Share capital

Ordinary shares are classified as equity.

2.14.2. Revaluation reserve

A revaluation surplus is recorded in OCl and credited to the
revaluation reserve in equity.

2.15. Employee benefits

2.15.1. Short-term employee benefits

Short-term employee benefits are employee benefits
(other than termination benefits) that are expected to be
settled wholly before twelve months after the end of the
annual reporting period in which the employees render
the related service. The expected cost of compensated ab-
sences is recognised as another expense in the consolidat-
ed statement of profit or loss and other comprehensive in-
come, as the employees render services that increase their
entitlement or, in the case of non-accumulating absences,
when the absence occurs. The expected cost of bonus pay-
ments is recognised as another expense in the consolidat-
ed statement of profit or loss and other comprehensive
income when there is a legal or constructive obligation to
make such payments based on past performance.

2.16. Recognition of interest income and expense

2.16.1. The effective interest rate method

Under IFRS 9 interest income is recorded using the effective
interest rate (EIR) method for all financial assets measured
at amortised cost. Interest expense is also calculated using
the EIR method for all financial liabilities held at amortised
cost. The EIR is the rate that exactly discounts estimated fu-
ture cash receipts through the expected life of the financial
asset or liability or, when appropriate, a shorter period, to
the gross carrying amount of the financial asset.

The EIR (and therefore, the amortised cost of the financial
asset) is calculated by considering transaction costs, any
discount or premium on the acquisition of the financial as-
set, as well as fees and costs that are an integral part of the
EIR. The group recognises interest income using a rate of
return that represents the best estimate of a constant rate
of return over the expected life of the loan. Hence, the EIR
calculation also considers the effect of potentially different
interest rates that may be charged at various stages of the
financial asset's expected life.

2.16.2. Interest and similar income/expense

Net interest income comprises interest income and in-
terest expense calculated using the effective interest rate
method. These are disclosed separately in the statement
of profit or loss and other comprehensive income for both
interest income and interest expense to provide symmetri-
cal and comparable information.

In its Interest income/expense calculated using the effec-
tive interest rate method, the group only includes interest
on those financial instruments that are set out in note 2.7
above.

The group calculates interest income on financial assets,
other than those considered credit-impaired, by applying
the EIR to the gross carrying amount of the financial asset.

When a financial asset becomes credit-impaired and is
therefore regarded as ‘Stage 3', the group calculates inter-
est income by applying the EIR to the net amortised cost
of the financial asset. If the financial asset cures and is no
longer credit-impaired, the group reverts to calculating in-
terest income on a gross basis.
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For purchased or originated credit-impaired (POCI) finan-
cial assets, the group calculates interest income by calcu-
lating the credit-adjusted EIR and applying that rate to the
amortised cost of the financial asset. The credit adjusted
EIR is the interest rate that, at initial recognition, discounts
the estimated future cash flows (including credit losses) to
the amortised cost of the POCI financial asset.

2.17. Fee and commission income

The group earns fee and commission income from a diverse
range of financial services it provides to its customers. Fee
and commission income is recognised at an amount that
reflects the consideration to which the group expects to be
entitled in exchange for providing the services. Fee income
predominantly consists of a monthly account administra-
tion fee. Revenue is recognised over time for monthly fees
as the customer obtains benefits as the group performs.

When the group provides a service to its customers, such
as providing a credit report, consideration is invoiced and
generally due immediately upon satisfaction of the service
provided at a point in time or at the end of the contract
period for a service provided over time.

The group has generally concluded that it is the principal in
its revenue arrangements because it typically controls the
services before transferring them to the customer.

Where a fee or commission is charged in full at the incep-
tion of the transaction and is integral to the loan, the in-
come and/or expense is deferred over the life of the prod-
uct it relates to and realised using the effective interest rate
method.

2.18. Translation of foreign currencies

2.18.1. Functional and presentational currency

The group's consolidated financial statements are present-
ed in United States Dollar (USD), the functional currency
for the Group. For each entity in the group, the group de-
termines the functional currency and items included in the
financial statements of each entity are measured using that
functional currency. The group uses the direct method of
consolidation.

2.18.2. Transactions and balances

Transactions in foreign currencies are initially recorded in

the functional currency at the spot rate of exchange ruling
at the date of the transaction.

Monetary assets and liabilities denominated in foreign
currencies are retranslated into the functional currency at
the spot rate of exchange at the reporting date. All foreign
exchange differences arising on non-trading activities are
taken to other operating income/expense in the statement
of profit or loss and other comprehensive income and rec-
ognised in OCl until the disposal of the net investment.

Non-monetary items that are measured at historical cost
and at fair value in a foreign currency are translated using
the spot exchange rates as at the date of recognition.

2.18.3. Group companies

On consolidation, the assets and liabilities in foreign opera-
tions are translated into United States Dollar (“USD") at the
spot rate of exchange prevailing at the reporting date and
their statement of profit or loss and other comprehensive
income are translated at spot exchange rates prevailing at
the dates of the transactions.

2.18.4. Investments in subsidiaries

In the company’s separate financial statements, invest-
ments in subsidiaries are carried at cost less any accumu-
lated impairment.

The cost of an investment in a subsidiary is the aggregate of:

+ The fair value, at the date of exchange, of assets given,
liabilities incurred or assumed, and equity instruments
issued by the company.

* Any costs directly attributable to the purchase of the
subsidiary.

2.18.5. Bank overdraft and borrowings

Bank overdrafts and borrowings are initially measured at
fair value, and are subsequently measured at amortised
cost, using the effective interest rate method. Any differ-
ence between the proceeds (net of transaction costs) and
the settlement or redemption of borrowings, is recognised
over the term of the borrowings in accordance with the
group's accounting policy for borrowing costs.

Bank overdrafts and borrowings are classified as current
liabilities, unless the group has an unconditional right to
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defer settlement of the liability for at least 12 months after
the reporting date. Borrowings are subsequently measured
at amortised cost, using the effective interest rate method.
Any difference between the proceeds (net of transaction
costs) and the settlement of redemption of borrowings is
recognised over the term of the borrowings on an effective
interest rate basis.

2.18.6. Finance Cost

All foreign exchange movements, commission, interest
paid and impairments directly attributable to the earn-
ing of interest and fees on financial assets, other than the
Loans and advances to customers, are recognised as fi-
nance costs on other financial assets.

2.19. Investment in insurance contracts

Insurance contracts are defined as those contracts or
agreements containing significant insurance risk. Signifi-
cant insurance risk arises if an insured event could cause
the holder of the insurance contract to pay significant addi-
tional benefits as envisaged at the inception of the contract.
Such contracts remain designated as insurance contracts
until all rights and obligations are extinguished or expire.

The group has entered into a cell captive agreement ar-
ranged by Guardrisk, a licensed insurance company. The
cell captive is a ring-fenced insurance business established
to serve not only the insurance needs of the customers of
niftycover Proprietary Limited, such as credit life policies
and funeral policies but to provide insurance products to
individuals who are not customers of the entity. The cell
captive agreement effectively represents an investment in
a separate class of shares in Guardrisk, which entitles the
group to participate in the insurance cover offered in terms
of the cell captive agreement. The participation is restrict-
ed to the results of the insurance business which is placed
with Guardrisk as the licensed cell captive insurer.

The cell captive arrangement transfers significant insur-
ance risk (of the policies issued to customers by the cell
captive insurer) from the cell captive insurer to the entity,
by requiring the entity to maintain the solvency of the cell
captive structure. The cell captive arrangement therefore
meets the definitions of an insurance contract contained in
IFRS 4: Insurance contracts. The transfer of the insured risk
from the cell captive structure to the entity also exposes

the entity to credit losses arising from defaults on the loans
and advances to customers.

The cell captive provides the entity with the ability to un-
derwrite the insurance risks of the customer to their loans
and funeral policies, via the long-term insurer. The custom-
er is responsible for paying the premium.

For credit life cover, the customer cedes the credit risk pol-
icy underwritten by the insurer as security on their loans to
the loan provider.

The results of the insurance business are determined in ac-
cordance with the shareholders agreement. In accordance
with IFRS 4, these underwriting activities are determined
on an annual basis whereby the earned premiums are
recognised as an income and the incurred cost of claims,
commission, and related expenses are recognised as an
expense.

Movements during the year, which are included in the net
returns of the investment in insurance contracts, comprise
the following:

+  Premiums written relate to business written during the
period on the credit life risk of unsecured loans with the
purpose of covering any credit life claims on these ad-
vances as well as premiums written for funeral cover.

« Claims incurred comprise claims and related expens-
es paid in the period and changes in the provisions for
claims incurred but not reported and related expens-
es, together with any adjustments to claims from prior
years.

*  Movements in unearned premiums represent the por-
tion of premiums written during the period that relate
to unexpired terms of the insurance policies in force at
the reporting date, generally calculated on a time ap-
portionment basis; and

+  Movements in claims outstanding relate to the costs
of settling all claims arising from events that have oc-
curred up to the reporting date.

Commissions and other costs that vary with, and are relat-
ed to, securing new and renewing existing insurance con-
tracts are expensed in the statement of profit or loss and
other comprehensive income at the point which they are
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incurred. niftycover Proprietary Limited additionally earns
a binder fee and an outsourcing fee for providing under-
writing services to the cell captive. Claims incurred comprise
claims that are paid in the year and changes in the accru-
als for outstanding claims, including accruals for claims
incurred but not reported and any other adjustments to
claims from the previous year.

3. New standards and interpretations

Standards and interpretations effective and adopted in
the current year.

A new or amended standard became applicable for the cur-
rent reporting period and the group amended its account-
ing policies and adopted the following standard:

* |FRS 16 Lease (refer to note 5), and

The impact of the adoption of these standards and the new
accounting policies are disclosed in note 5 below. The stan-
dard did not have a material impact on the group’s account-
ing policies and did not require retrospective adjustments.

Standards and interpretations not yet effective

The standards and interpretations that are issued, but not
yet effective, up to the date of issuance of the group’s fi-
nancial statements are disclosed below. The group intends
to adopt these standards, if applicable, when they become
effective.

Amendments to the guidance in IFRS 3

The amendments in Definition of a Business (Amendments
to IFRS 3) are changes to Appendix A Defined terms, the ap-
plication guidance, and the illustrative examples of IFRS 3
only. They:

« Clarify that to be considered a business, an acquired set
of activities and assets must include, at a minimum, an
input and a substantive process that together signifi-
cantly contribute to the ability to create outputs.

* Narrow the definitions of a business and of outputs by
focusing on goods and services provided to customers
and by removing the reference to an ability to reduce
costs.

* Add guidance and illustrative examples to help entities
assess whether a substantive process has been acquired.

+ remove the assessment of whether market participants
can replace any missing inputs or processes and con-
tinuing to produce outputs; and add an optional con-
centration test that permits a simplified assessment of
whether an acquired set of activities and assets is not a
business.

The amendments to IAS 40 Investment Property

Amended paragraph 57 to state that an entity shall transfer
a property to, or from, investment property when, and only
when, there is evidence of a change in use. A change of use
occurs if property meets, or ceases to meet, the definition
of investment property. A change in management’s inten-
tions for the use of a property by itself does not constitute
evidence of a change in use. Effective for annual periods be-
ginning on or after 1 January 2018.

Amendments to IFRS 4

Amends IFRS 4 Insurance Contracts provide two options for
entities that issue insurance contracts within the scope of
IFRS 4:

« an option that permits entities to reclassify, from profit
or loss to other comprehensive income, some of the in-
come or expenses arising from designated financial as-
sets; this is the so-called overlay approach.

+ an optional temporary exemption from applying IFRS 9
for entities whose predominant activity is issuing con-
tracts within the scope of IFRS 4; this is the so-called de-
ferral approach.

The application of both approaches is optional, and an enti-
ty is permitted to stop applying them before the new insur-
ance contracts standard is applied. The amendment is not
applicable to the Group due to the adoption of IFRS 9.

IFRS 17 Insurance Contracts

IFRS 17 requires insurance liabilities to be measured at a
current fulfilment value and provides a more uniform mea-
surement and presentation approach for all insurance con-
tracts. These requirements are designed to achieve the goal
of a consistent, principle-based accounting for insurance
contracts. IFRS 17 supersedes IFRS 4 Insurance Contracts as
of 1 January 2023.



PAGE

Finclusion Africa Holdings Limited and its subsidiaries (Registration number 168807/GBC)

40 Consolidated Annual Financial statements for the 12 months ended 31 December 2020

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2020 (CONTINUED)

IFRIC Interpretation 23 Uncertainty over Income Tax
Treatment

The Interpretation addresses the accounting for income tax-
es when tax treatments involve uncertainty that affects the
application of IAS 12 and does not apply to taxes or levies
outside the scope of IAS 12, nor does it specifically include
requirements relating to interest and penalties associated
with uncertain tax treatments.

Amendments to IAS 12 Income Taxes

The amendments clarify that the income tax consequences
of dividends are linked more directly to past transactions or
events that generated distributable profits than to distribu-
tions to owners. Therefore, an entity recognises the income
tax consequences of dividends in profit or loss, other com-
prehensive income, or equity, according to where the enti-
ty originally recognised those past transactions or events.
These amendments are applicable for annual reporting pe-
riods beginning after 1 January 2019 with the amendments
being applied to the income tax consequences of dividends
recognised on or after the beginning of the earliest compara-
tive period. The clarification is in line with how the group cur-
rently recognises the income tax consequences of dividends
and, therefore, expects no impact on its financial statements
when this amendment becomes effective.

The interpretation specifically addresses the following:

+ whether an entity considers uncertain tax treatments
separately.

+ The assumptions an entity makes about the examination
of tax treatments by taxation authorities.

+ How an entity determines taxable profit (tax loss), tax
bases, unused tax losses, unused tax credits and tax
rates.

+ How an entity considers changes in facts and circum-
stances.

An entity must determine whether to consider each uncer-
tain tax treatment separately or together with one or more
other uncertain tax treatments. The approach that better
predicts the resolution of the uncertainty should be fol-
lowed. The interpretation is effective for annual reporting
periods beginning on or after 1 January 2019, but certain
transition reliefs are available. The group will apply the in-
terpretation from its effective date.

4. Significant accounting judgements, estimates,
and assumptions

The preparation of the group’s consolidated financial state-
ments requires management to make judgements, esti-
mates and assumptions that affect the reported amount
of revenues, expenses, assets and liabilities, and the ac-
companying disclosures. Uncertainty about these assump-
tions and estimates could result in outcomes that require
a material adjustment to the carrying amount of assets or
liabilities affected in future periods. In the process of apply-
ing the Group accounting policies, management has made
the following judgements and assumptions concerning the
future and other key sources of estimation uncertainty at
the reporting date, that have a significant risk of causing a
material adjustment to the carrying amounts of assets and
liabilities within the next financial year.

Existing circumstances and assumptions about future de-
velopments may change due to circumstances beyond the
group's control and are reflected in the assumptions if, and
when they occur. Items with the most significant effect on
the amounts recognised in the consolidated financial state-
ments with substantial management judgement and/or
estimates are collated below with respect to judgements/
estimates involved.

4.1.

The measurement of impairment losses under IFRS 9 across

Impairment losses on financial assets

all categories of financial assets in scope requires judge-
ment on the estimation of the amount and timing of future
cash flows and collateral values when determining impair-
ment losses and the assessment of a significant increase in
credit risk. These estimates are driven by several factors,
changes in which can result in different levels of allowances.
The group’s ECL calculations are outputs of complex models
with several underlying assumptions regarding the choice
of variable inputs and their interdependencies. Elements of
the ECL models that are considered accounting judgements
and estimates include:

* The group’s internal credit grading model, which assigns
PDs to the individual grades.

+ The group's criteria for assessing if there has been a sig-
nificant increase in credit risk and so allowances for fi-
nancial assets should be measured on an ECL basis and
the qualitative assessment.
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+ The segmentation of financial assets when their ECL is
assessed on a collective basis.

+ Development of ECL models, including the various for-
mulas and the choice of inputs.

+ Determination of associations between macroeconomic
scenarios and, economic inputs, such as unemployment
levels and collateral values, and the effect on PDs, EADs
and LGDs.

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

It has been the group's policy to regularly review its mod-
els in the context of actual loss experience and adjust when
necessary.

4.2. Effective Interest Rate (EIR) method

The group’s EIR method recognises interest income using
a rate of return that represents the best estimate of a con-
stant rate of return over the expected behavioural life of
loans and deposits and recognises the effect of potentially
different interest rates charged at various stages and other
characteristics of the product life cycle (including prepay-
ments and penalty interest and charges). This estimation,
by nature, requires an element of judgement regarding the
expected behaviour and lifecycle of the instruments, as well
expected changes to the group’s base rate and other fee in-
come/expense that are integral parts of the instrument.

4.3.

Deferred tax assets are recognised in respect of tax losses
to the extent that it is probable that future taxable profit
will be available against which the tax losses can be utilised.
Although, tax losses can be utilised indefinitely. Judgement
is required to determine the amount of deferred tax assets
that can be recognised, based on the likely timing and level
of future taxable profits, together with future tax-planning
strategies.

Deferred tax assets

4.4. Taxation

Judgement is required in determining the provision for in-
come taxes due to the complexity of legislation. There are
many transactions and calculations for which the ultimate
tax determination is uncertain during the ordinary course of

business. The company recognises liabilities for anticipated
tax audit issues based on estimates of whether additional
taxes will be due. Where the final tax outcome of these mat-
ters is different from the amounts that were initially record-
ed, such differences will impact the income tax and deferred
tax provisions in the period in which such determination is
made.

4.5.

To determine the incremental borrowing rate, the group
where possible, uses recent third-party financing received

Incremental borrowing rate

by the individual lessee as a starting point, adjusted to re-
flect changes in financing conditions since third party fi-
nancing was received.

4.6.

Judgement is required in determining the actuarial move-
ments in the investment in the insurance assets. There is

Investment in Insurance contract

uncertainty with regards to the claims that will be made by
customers, which is dependent on several unpredictable
factors including unemployment, morbidity, and mortality
amongst others. The Company makes this judgement based
on the best estimate and in accordance with Standards of
Actuarial Practice (“SAP") 104 principles.

4.7.

The Group has classified the investment in Get Bucks Na-
mibia Proprietary Limited as an associate and equity ac-
counted for it. The Group owns 49% of the shareholding and
do not have control in the entity and as a result the equity
accounting method was applied.

Investment in Associates
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5. Maturity analysis of assets and liabilities

The group discloses the financial statements in line with IAS 1 paragraph 60 where it is indicated that financial statements
should be disclosed on the current and non-current principle. However, IAS 1 allows for a different method of disclosure if
the change enables more reliable and more relevant information to the user of the financial statements. The liquidity-based
presentation is based on the principle of disclosing financial information in the statement of financial position based on
the liquid nature of the various items. To be comparable with peers and the industry norm, the group have adopted the
liquidity-based presentation for the 2020 financial year onwards.

Maturity analysis - Group

Dec-20 Dec-19

Current Non-current Current Non-current

Cash and cash equivalents 2138271 - 925 859 -
Other receivables 1229913 - 1325976 -
Loans and advances to customers 4678616 9020433 7 654 248 9527758
Loans to group companies and related parties 7 1181332 - -
Other financial assets 442 147 - 13726 -
Investment in insurance contracts 172 897 - 163723 -
Current tax receivable 22902 - 38290 -
Investment in associates 146 538 - 134309 -
Properties and equipment - 554188 - 347 877
Intangible assets - 459 066 - 483913
Deferred taxation - 1188510 - 1346933
Goodwiill - 826 413 - 826 413
Total assets 8 831 291 13 229 942 10 256 131 12532 894
Bank overdraft 30992 - 42 355 -
Other payables 2274 541 - 2484053 -
Liability in Insurance contract 17 399 - 29030 -
Lease liabilities 116 731 274 372 87 900 207 753
Financial borrowings 774 261 5637 449 1307 828 5994 988
Loans from related parties 633 406 - - -
Loans from shareholders - - - 9 885 581
Current tax payable 93234 - 219 451 -
Total liabilities 3940 564 5911 821 4170617 16 088 322

Maturity analysis - Company

Dec-20 Dec-19

Current Non-current Current Non-current

Cash and cash equivalents 332036 - - -
Other receivables 179 961 - - 10 000
Loans to group companies and related parties - 3130667 - 1330962
Investments in subsidiaries - 7 346 971 - 8 448 965
Total assets 511997 10 477 638 - 9789 927
Other payables 28774 - - -
Financial borrowings 551 066 - - -
Loans from related parties 453 375 - - -
Loans from shareholders - - - 9 885 581

Total liabilities 1033 215 - - 9 885 581
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6. Cash and cash equivalents

The maturity of the fixed deposits is presented as follows:

Group Company

Figures in USD Dec-20 Dec-19 Dec-20 Dec-19
Bank balances 2138271 925 859 332036 -
Bank overdraft (30 992) (42 355) - -
2107 279 883 504 332036 -

Current assets 2138271 925 859 332036 -
Current liabilities (30992) (42 355) - -
2107 279 883 504 332036 -

Credit quality of cash at bank and short-term deposits, excluding cash on hand

The credit quality of cash at bank and short-term deposits, excluding cash on hand that are neither past due nor impaired
can be assessed by reference to external credit ratings (if available) or historical information about counterparty default

rates:
Group Company
Figures in USD Dec-20 Dec-19 Dec-20 Dec-19
Credit rating
BBB+ 76 - - -
BBB- 10590 - - -
BB+ 536 841 747 378 332036 -
B 1559772 - - -
Unrated - 136 126 - -
2107 279 883 504 332036 -
7. Trade and other receivables
Group Company
Figures in USD Dec-20 Dec-19 Dec-20 Dec-19
Financial instruments:
Other receivables 192 875 402 061 - -
Sundry receivables 307 774 73706 143 400 10 000
External payroll receivables 191 663 319471 - -
692 312 795 238 143 400 10 000
Non-Financial instruments:
Deposits - 2834 - -
Prepayments 123 609 121 810 - -
VAT receivable 1251 - - -
Withholding taxes 412741 406 093 36561 -
537 601 530 787 36 561 -

Trade and other receivables 1229913 1325975 179 961 10 000
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8. Other financial assets
Group Company

Figures in USD Dec-20 Dec-19 Dec-20 Dec-19
Loans and receivables
Go Life International Ltd 341 008 356 865 - -
Impairment Go Life International Ltd (337 729) (343 139) - -
192,230,769 shares trading at 26 cents a share. During the fair
value appraisal, it was deemed to revalue the investment to 1
cent from the market value of 26 cents due to a lack of buyers in
the open- and private markets.
Tsepo Finance Proprietary Limited 281326 294 407 - -
This loan is unsecured and accrues interest at 28% per annum.
This loan is not performing and therefore a provision for - - - -
doubtful debt has been raised on this balance.
Impairment Tsepo Finance Proprietary Limited (281 326) (294 407) - -
ESW Investment Group limited 438 868 - - -
The facility accrues interest at 18% per annum and is repayable
within 30 days of disbursement and is secured by pledge of the
book debts of the issuer

442 147 13726 - -
Maturity
Non-current assets - - - -
Current assets 442147 13726 - -

442147 13726 - -

The table below indicates the credit quality and exposure to credit risk. The amounts presented are gross of impairment allowances.

Group Company

Figures in USD Dec-19 Dec-19 Dec-19 Dec-19
Stage 1 438 868

Stage 2

Stage 3 622 334 651272 - -

1061202 651272 - -

Loss allowance (619 055) (637 546) - -

442 147 13726 - 5
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o. Loans and advances to customers
Group Company
Figures in USD Dec-20 Dec-19 Dec-20 Dec-19
Loans and advances to customers 16 447 941 20287 994 - -
Impairment of loans and advances to customers (2 748 892) (3110 864) - -
13 699 049 17 177 130 - -
Maturity split of loans and advances to customers
Current 4678616 7 649 402 - -
Non-current 9020433 9527 758 - -
13 699 049 17 177 160 - -
Group Company
Figures in USD Dec-20 Dec-19 Dec-20 Dec-19
1 month 1071 591 712 664 - -
to 6 months 3147128 4 484 850 - -
7 to 12 months 2145534 2006 954 - -
> 12 months 10 083 688 13 083 526 - -
16 447 941 20 287 994 - -
Reconciliation of provision for ECL of Loans and advances to customers
Group Company
Figures in USD Dec-20 Dec-19 Dec-20 Dec-19
Opening balance 3110 864 3337411 - -
Amounts written off as uncollectable 382872 207 284 - -
Additional impairment recognised 181237 289 560 - -
Impact of currency translation (182 866) - - -
Loans and advances to customers books sold (743 215) (723 391) - -
2748 892 3110 864 - -
9.1. Loan and advances to customers ECL split by class:
Group Company
Figures in USD Dec-20 Dec-19 Dec-20 Dec-19
1 month 145788 82279 - -
2 to 6 months 460 135 578 594 - -
7 to 12 months 263 869 198 501 - -
> 12 months 1879100 2251490 - -
2748 892 3110 864 - -
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NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2020 (CONTINUED)

9. LOANS AND ADVANCES TO CUSTOMERS (CONTINUED)

Impairment allowance for loans and advances to customers

The table below shows the credit quality and the maximum exposure to credit risk based on the group's internal credit
rating system and year-end stage classification. The amounts presented are gross of impairment allowances. Details of the
group's internal grading system are explained in note 38.8 and policies on whether ECL allowances are calculated on an
individual or collective basis are set out in note 38.8.

9.2. Payroll lending

Group - December 2020

Gross loans and advances to customers in USD Stage 1 Stage 2 Stage 3 Total
Outstanding balance as at 31 December 2019 12 414 842 1039618 1733078 15187 538
At acquisition - - - -
Loans and advances derecognised during the period (7 117 699) (659 297) (462 698) (8 239 694)
Transfers: - - - -
Transfers from stage 1 to stage 2 (175 723) 130526 - (45 197)
Transfers from stage 2 to stage 1 63 051 (69 966) - (6916)
Transfers from stage 1 to stage 3 (291 511) - 281504 (10 007)
Transfers from stage 3 to stage 1 5469 - (5 469) -
Transfers from stage 2 to stage 3 - (125 830) 118 275 (7 555)
Transfers from stage 3 to stage 2 - - - -
Changes in static loans (1582177) (171 238) 190 944 (1562 471)
New loans and advances originated 8980136 274 406 123 871 9378412
Changes in deferred costs & accrued fees - - (126 244) (126 244)
Write offs (659) (1343) (17 994) (19 996)
Impact of currency translation (693 831) (60 127) (120 244) (874 201)
Deconsolidation - - - -
Transfer to held for sale - - - -
Outstanding balance as at 31 December 2020 11601 898 356 749 1715023 13 673 669
Expected credit loss allowance in USD Stage 1 Stage 2 Stage 3 Total
Loss allowance as at 31 Dec 2019 (IFRS 9) 775 921 424 380 1181 366 2 381667
At acquisition - - - -
Loans and advances derecognised during the period (431 395) (254 404) (432 947) (1118 745)
Transfers: - - - -
Transfers from stage 1 to stage 2 (58 130) 61018 - 2 888
Transfers from stage 2 to stage 1 4522 (7 370) - (2 848)
Transfers from stage 1 to stage 3 (239 001) - 258 064 19 064
Transfers from stage 3 to stage 1 483 - (483) -
Transfers from stage 2 to stage 3 - (111 516) 112 061 544
Transfers from stage 3 to stage 2 - - - -
Changes in static loans (152 828) (75 708) 218 961 (9576)
New loans and advances originated 314 089 124185 106 326 544 600
Changes in deferred costs & accrued fees - - - -
Write offs (18) (628) (15 300) (15 946)
Impact of currency translation (44 806) (26 143) (81572) (152 521)
Deconsolidation - - - -
Transfer to held for sale - - - -
Loss allowance as at 31 December 2020 168 837 133814 1346 476 1649 127
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9. LOANS AND ADVANCES TO CUSTOMERS (CONTINUED)
9.3. Online

Group - December 2020

Gross loans and advances to customers in USD Stage 1 Stage 2 Stage 3 Total
Outstanding balance as at 31 December 2019 2 166 606 892 888 408 176 3467 669
At acquisition - - - -
Loans and advances derecognised during the period (1793 197) (512 157) (75 226) (2 380 580)
Transfers: - - - -
Transfers from stage 1 to stage 2 (43 793) 7917 - (35 876)
Transfers from stage 2 to stage 1 - - - -
Transfers from stage 1 to stage 3 (193 854) - 139 253 (54 601)
Transfers from stage 3 to stage 1 - - - -
Transfers from stage 2 to stage 3 - (270 822) 189 281 (81 541)
Transfers from stage 3 to stage 2 - - - -
Changes in static loans (1 486) (2 349) (32 039) (35 874)
New loans and advances originated 1152199 225 845 280495 1658 540
Changes in Deferred costs & accrued fees - - - -
Write offs (37 995) (67 452) (182 547) (287 995)
Impact of currency translation (96 270) (39 674) (18 137) (154 080)

Deconsolidation - - - _

Transfer to held for sale - - - _

Outstanding balance as at 31 December 2020 1152210 234 196 709 256 2095 662
Expected credit loss allowance in USD Stage 1 Stage 2 Stage 3 Total
Loss allowance as at 31 Dec 2019 (IFRS 9) 82 667 198 651 333592 614910
At acquisition - - - -
Loans and advances derecognised during the period (67 674) (128 864) (56 162) (252 700)
Transfers: - - - -
Transfers from stage 1 to stage 2 (1 466) 2128 - 662
Transfers from stage 2 to stage 1 - - - -
Transfers from stage 1 to stage 3 (7 770) - 134 074 126 304
Transfers from stage 3 to stage 1 - - - -
Transfers from stage 2 to stage 3 - (45 709) 185 468 139 760
Transfers from stage 3 to stage 2 - - - -
Changes in static loans (43) (205) (6322) (6571)
New loans and advances originated 105 051 88514 266 618 460 182
Changes in Deferred costs & accrued fees - - - -
Write offs (2 040) (14 936) (156 263) (173 238)
Impact of currency translation (3673) (8 827) (14 823) (27 323)

Deconsolidation - - - _
Transfer to held for sale - - - _

Loss allowance as at 31 December 2020 105 052 90 752 686 182 881 986
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NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2020 (CONTINUED)

9. LOANS AND ADVANCES TO CUSTOMERS (CONTINUED)

9.4. Vehicle Log loan book

Gross loans and advances to customers in USD Stage 1

Outstanding balance as at 31 December 2019 661 200

At acquisition

Loans and advances derecognised during the period (614 213)

Transfers:

Transfers from stage 1 to stage 2
Transfers from stage 2 to stage 1
Transfers from stage 1 to stage 3
Transfers from stage 3 to stage 1
Transfers from stage 2 to stage 3
Transfers from stage 3 to stage 2

Changes in static loans

New loans and advances originated

321998

Changes in deferred costs & accrued fees -

Write offs
Impact of currency translation
Deconsolidation

Transfer to held for sale

Outstanding balance as at 31 December 2020 321998

Expected credit loss allowance in USD Stage 1

Loss allowance as at 31 Dec 2019 (IFRS 9) 13139

At acquisition

Loans and advances derecognised during the period (12 205)

Transfers:

Transfers from stage 1 to stage 2
Transfers from stage 2 to stage 1
Transfers from stage 1 to stage 3
Transfers from stage 3 to stage 1
Transfers from stage 2 to stage 3
Transfers from stage 3 to stage 2

Changes in static loans

New loans and advances originated

Changes in deferred costs & accrued fees -

Write offs
Impact of currency translation
Deconsolidation

Transfer to held for sale

Loss allowance as at 31 December 2020 -

Stage 2
498 899

(463 4406)

118 442

118 442

Stage 2
27 451

(25 500)

Stage 3
162 352

(150 815)

194 042
(11 537)

194 042

Stage 3
12 898

(11981)

Total
1322 452

(1228 474)

634 483

634 483

Total
53 488

(49 687)
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Dec-20
Group - Reconciliation: Payroll Online VLB Other Total
Gross Book 13673 669 2095 660 634 483 44130 16 447 942
ECL (1649 126) (881 985) (92973) (124 808) (2748 892)
12 024 543 1213675 541510 (80 678) 13 699 050
Dec-19
Group - Reconciliation: Payroll Online VLB Other Total
Gross Book 15187 538 3467 669 1322452 310334 20287 993
ECL (2381667) (614 910) (53 488) (60 800) (3110 865)
12 805 871 2852759 1268 964 249 534 17 177 128
10. Loans to/(from) group companies and related parties
10.1. Fellow subsidiaries
Group Company
Figures in USD Dec-20 Dec-19 Dec-20 Dec-19
Virtual Financial Inclusion Loan - - 1432295 1330962
Virtual Financial Inclusion promissory notes 527 510
- - 1959 805 1 330 962
10.2. Loans to / (from) other related parties
Group Company
Figures in USD Dec-20 Dec-19 Dec-20 Dec-19
Growth State Holdings 1170 862 - 1170862 -
The loan is unsecured, carries interest at 15% per annum and is
repayable by 31 December 2025.
Opportunity Tanzania 10477 - - -
The loan is unsecured, bears interest at prime plus 5% per
annum and is repayable in whole or in parts from time to time
as and when is called upon to do so.
Finclusion Pte limited - (7 677 900) - (7 677 900)
The loan is unsecured, bears interest at 15% per annum and is
repayable by 30 June 2021. The loan was converted into equity
during the financial period.
Mybucks S.A. - (2207 681) - (2207 681)
The loan is unsecured, bears interest at 15% per annum and is
repayable by 30 June 2021
K2017457016 (South Africa) (Pty) Ltd (68 202) - - -
The loan is secured and bears interest at 18% on ZAR and is
repayable on 28 February 2021 if a formal repayment request is
received. Should no formal repayment request be received the
loan will be extended in tranches of 90 days.
Majulah Investments (Pty) Ltd (111 829) - - -
The loan is unsecured, bears interest at 18% on ZAR and is
repayable on 31 December 2021.
NIV BH (453 375) - (453 375) -
This promissory note matures in November 2021, bears interest
at 6%, and an administration fee at 3%.
547 933 (9 885 581) 717 487 (9 885 581)
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10.3. Loans to / (from) other related parties

Group Company
Figures in USD Dec-20 Dec-19 Dec-20 Dec-19
Assets 1181339 - 3130667 1330962
Liabilities (633 406) (9 885 581) (453 375) (9 885 581)
547 933 (9 885 581) 2677 292 (8 554 619)
Maturity analysis split of loans to/(from) group companies
and related parties
Non-current assets 1181339 - 3130667 1330962
Current assets - - - -
Non-current liabilities - (9 885 581) - (9 885 581)
Current liabilities (633 406) - (453 375) -
547 933 (9 885 581) 2677 292 (8 554 619)

Credit risk of loans

The maximum exposure to credit risk at the reporting date is the fair value of each loan. The fair value of the loans is dis-
closed in note 38.

The below table indicates the exposure to credit risk. The amounts presented are gross of impairment allowances.

Group Company
Figures in USD Dec-20 Dec-19 Dec-20 Dec-19
Stage 1 - - - -
Fellow subsidiaries - - 1959 805 1330962
Loans with other related parties 547 933 (9 885 581) 717 487 (9 885 581)
Stage 2 - - - -
Stage 3 - - - -
Fellow subsidiaries - - - -
547 933 (9 885 581) 2677 292 (8 554 619)
Loss allowance
547 933 (9 885 581) 2677 292 (8 554 619)
10.4. Related party transactions
Group Company
Figures in USD Dec-20 Dec-19 Dec-20 Dec-19
Interest paid to (received from)
VFI Limited - - 317518 -
Majulah Investments (Pty) Ltd 1501 - - -
K2017457016 (South Africa) (Pty) Ltd 637 - - -
Growth State Holdings (150 422) - (150 422) -
Promissory notes - PNO02 FAHL - GBBW 68 906 - 68 906 -
Promissory notes - PNOO3 FAHL - MRU 78 203 - 78 203 -

Nuy Investment Holdings B.V 7639 - 7639 -
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10.5. Related party relationships

Relationship

FirstCred Limited (Botswana)
Finclusion Pte Limited

Holding Company
Subsidiaries smartadvance (Pty) Ltd
niftycover Proprietary Limited
Sanceda Recoveries Properties Limited (Deregistered in 2020)
OTM Mobile (Pty) Ltd
Lyngreen Properties Proprietary Limited
Getsure Life Proprietary Limited
GS Insurance Limited
Get Bucks Proprietary Limited (Eswatini)
GetSure Proprietary Limited (Eswatini)
Ligagu Investments (Proprietary) Limited (Eswatini)
TogetherWeGrow Proprietary Limited

Virtual Financial Inclusion

Click20wn Proprietary Limited

Emu Inya Enterprises Private Limited
Virtual Financial Inclusion Limited

Associates Get Bucks (Namibia) Pty Ltd

Related parties

Subsidiaries of common directorship
directors

Majula Investments (Pty) Ltd

K2017457016 (South Africa) (Pty) Ltd
Fractal Labs (Pty) Ltd

Directors and members of key
management

Timothy Nuy
Tamuka Mpofu
Kiransingh Gulab

Preetam Prayag
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11. Investment in insurance contracts

Group Company

Figures in USD Dec-20 Dec-19 Dec-20 Dec-19
Guardrisk Life Limited Cell No. 00143
Initial investment 40921 42 824 - -
Re-measurement of investment in insurance contracts 114 577 91 869 - -
Carrying value of investment insurance contracts 155 498 134 693 - -
Re-measurement of investment in insurance contracts
Carrying value
- Investment in insurance contract 172 897 163723 - -
- Liability in insurance contract (17 399) (29 030) - -

155 498 134 693 - -

Re-measurement of investment in insurance contracts
Group Company

Re-measurement of investment in insurance contracts Dec-20 Dec-19 Dec-20 Dec-19
Net premiums earned 78144 193 645
Premiums earned 402 857 315384 - -
Claims costs (91 345) (33633) - -
Investment income 7 268 7148 - -
Fees and commission paid (81 491) (67 639) - -
Actuarial movements (80) (151) - -
Taxation (67 008) (60 874) - -
Transfer to reserves (1199) - - -
Distributions paid to cell shareholders (145 157) (262 010) - -
Currency translation impact 12 586 - - -

114 575 91 870 - -

Niftycover has entered a cell captive arrangement whereby niftycover as cell shareholders is able to sell insurance products
under its own brand. Under the arrangement niftycover accepts the insurance risk from the policy holders and therefore
acts as the insurer as defined by IFRS 4. Guardrisk is the principal to the insurance contract, although the business is un-
derwritten on behalf of the company as cell shareholder. Under this arrangement Guardrisk undertakes the professional
insurance and financial management of the cell, including functions related to underwriting, reinsurance, management of

claims, actuarial and statistical analysis, and investment and accounting services.



LL8 LYE - - LL8 LYE - - - lejol

069 05 - 069 05 syuswanosdwi pjoyaseaT
€€0 LOL - €€0 LOL s19sse asn Jo Y3y
L0S 29 - L0S /9 juswdinba ||
S0L 0L - S0L 0L juswdinba 3210
6cl el - 6cl gl S9|DIYaA JOIOIN
618 86 - 618 86 S9JNIXI} pue aJnjuin4
|elol uolnejsue.y sjesodsiq SuOoIIeuUIqWod SSAUISNG  SUOIIPPY uonenaidaqg aouejeq Suiuado asn ui saingi4
£ouaaind jo ypedw) ySnoay3l suonippvy

610z 19qwaag dnouo yuswdinba pue Alusdoud jo uonelpuoday "zl

98l 99 (L62 9) (V6L L) 8¢l Syl 649 60€ (Lov se6l) LL8 LVE |ejol
€87 ¢ (9gL €) (59 2) - SvS Ll (LL661) 069 05 syuswanodwl pjoyasesn
0c¢e sve L Ll (rS¥ 0€) 8¢l ol OlcLee (6€87Cl) €€0 L01L s19sse asn 4o 13y
€98 19 (£S5 9) (8v6) - 969 €l (628 22) 10S £9 juswdinba |
987 Gl (102) (esl) - €908 (8zv ) S0L0L juswdinbs 2110
648Gl (£12) (ze09) - 899 L1 (699 8) 6cl el S9|2IYSA JOJON
952 €8 (828 9) (z9s 2) - L6Y Sl (L£991) 618 86 S9JNIxl} pue ainjuing
|leyol uolnye|suesy sjesodsiq uoijusodal |eu| suonppy uoneaidag 9suejeq Suiuado asn ui saansiy

£oua.1and jo 1dedwi

020z 19qwaag dnouo uswdinba pue Ausdoud jo uonelpuoday L'zl

LL8 LYE (£18 Lov) 269 6VL 68l 1SS (zzz L6S) LIvLSL L lelol
689 0§ (ELL¥L) zov szl v8Y ¥ (€89 ¥6) L9l LEL syuswanosdwi pjoyssean
L0S £9 (821 16) 649 85l €98 1§ (o0 PLL) 0/8 591 Juawdinba
¥0L 0L (596 ¥S) 699 99 /87 Gl (z6€ £9) 6/82L juswdinba 2210
6ClL €L vzl £2) €5C OY 8/8 61 (€64 5¢€) LZ9 LS S9|21Y3A JOJON
61886 (6l LEL) €10 0€C 96z €8 (598 L¥71) Ll Lee S24NIX1y pue aunjuing
€€0 £0L (e¥9 22) 9/9 6CL LZz Sve (28 L¥1) €0L 26¥ syasse asn Jo Y31y

Finclusion Africa Holdings Limited and its subsidiaries (Registration number 168807/GBC)
Consolidated Annual Financial statements for the 12 months ended 31 December 2020

PAGE
54

anjeA Suifiie) uonyeasdap pajejnwinlidy uonenjeAas 10 3s0)  anjea Suifuie) uonyeaidap pajejnwinly uolenjenad 10 3s0)
61-29d 0¢Z-23d

auawdinba pue fyuadoid  -zZL

(@3INNILNOD) 0202 ¥39IN3D3A LE AIANT ¥VIA FHL 04 SININILVLS TVIDONVNI4 I1VYVYdIS ANV AILVAITOSNOD IHL OL SILON



PAGE

55

Finclusion Africa Holdings Limited and its subsidiaries (Registration number 168807/GBC)

Consolidated Annual Financial statements for the 12 months ended 31 December 2020

Zl6 €8V (goL LL) (8¥9 58) - €99 019
759 08 - (89¢ 1) - - 020 ST§ sdiysuone|as Jawoisn)
(0) - (689 81) - - 689 81 aJ4emyos Juswdolanap WaisAs
09Z € - (910 8) (819 G8) - 756 96 43430 ‘a1emyyos Jandwo)
|elol 1edwi uonesiowy djes Joj p|ay jasse suonIppy asuejeq Sujuado asn ui saunsiy
98ueydxa ugiaiod JUS44NJ-UO - J3jsued]
610Z Joquaa - dnoJo - s19sse 9|qidueiul Jo UoIeIIdU0IRY ‘T L'EL
S90 65V (906 L2) (g6L SL) 198¢L - Zl6 €81
20S VL€ (z29 0€) (84¥ GL) - - 259 081 sdiysuone|as Jawoisnd)
(0) - - - - (0) 2Jemyos yuswdojanap waisAs
€95 18 99,8 (sLe) 198 ¢L - 09c ¢ 43430 ‘a1emyos Jsndwod
lelol 1edw) uonesipowy a|es 10j p|ay 3asse suonippy asuejeq Suiuado asn ui sainsi4
a8ueysxa usiaio4 JU344Nd-UON - J3jsued]
020z 19qwadaq - dnouo - s39sse 9|qiduelul JO Uoie||IdU0IdY "L L'EL
Cl6 €8V €0L LL- 910 9SS S90 6SV 968 97l - 296 509 |ejol
59 08Y 89€ ¥¥ - 0¢0 s¢s 0SS vLE or86lLlL - 6vE vev sdiysuone|a Jawoisn)
689 81 - 689 81 0- 689 81 - 689 81 2/emyjos Juawdo|ansp waishs
09¢ € 910 8 - L0E LL €99 18 L9€ 8 - 726 6 J3Y30 ‘a1emyos Jandwo)d

anjea Suifiie)

61-23@

uonepaidap
pale|nwinddy

uonenjeAas 10 3s0)  anjea Suifuie)

0Z-22a

uonyepaidap
paile|nwinddy

uolyen|eAal 10 3s0)

asn ui sain3diy

dnoun L€l

sjasse 9|qiSueiu] ‘gl

(@INNILNOD) 0202 ¥39IN3D3A LE AIANT ¥VIA FHL 04 SININILVLS TVIDONVYNI4 I1VH¥VYdIS ANV AILVAITOSNOD IHL OL SILON



PAGE Finclusion Africa Holdings Limited and its subsidiaries (Registration number 168807/GBC)
56 Consolidated Annual Financial statements for the 12 months ended 31 December 2020
NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2020 (CONTINUED)

14. Interests in subsidiaries including consolidated structured entities

14.1. The following table lists the entities which are controlled by the group, either directly or indirectly through

subsidiaries.
Acquisition % holding % holding Carrying amount Carrying amount
Name of company date December 2020 December 2019 December 2020 December 2019
FAH South Africa (Pty) Ltd 30-Dec-19 100% 100% 6 126 042 6 126 042
Virtual Financial Inclusion Limited 30-Dec-19 100% 100% 32812 32812
Emu Inya Enterprises 30-Dec-19 49% 49% 1188118 2290112
7 346 972 8 448 966

On 30 December 2019, the Group acquired 100% of the shares in Finclusion Africa Holdings South Africa (FAH SA) and Vir-
tual Financial Inclusion (VFI), and 49% of the shares in Emu Inya Enterprises from MyBucks S.A.

The Group exercises control over all the subsidiaries. It has power to appoint key management positions in the company.
Finclusion Africa Holdings Limited also influences and effects the returns generated by the subsidiary companies and is

entitled to receive the fair portions of the controlled subsidiary profits.

Nature of business

smartadvance Proprietary Limited Microfinace

niftycover Proprietary Limited Brokerage

Lyngreen Properties Proprietary Limited Investment property
OTM Mobile (Pty) Ltd Mobile services

GS Insurance Limited Brokerage

GetSure Life SA Proprietary Limited Non-operating entity
Get Bucks Proprietary Limited (Eswatini) Microfinace

Ligagu Investment Proprietary Limited Microfinace

Getsure Proprietary Limited (Eswatini) Brokerage

Emu Inya Enterprises Microfinance Debt collection
Virtual Financial Inclusion Special Purpose Vehicle

15. Investments accounted for using the equity method

15.1. Profit from equity accounted investments

Group
Figures in USD Getbucks Namibia Dec-20 Getbucks Namibia Dec-19
Profit for the period 1 Jan to 30 Jun 2020 3672 3672 - -
Profit for the period 1 July to 31 Dec 2020 7 842 7 842 - -

11514 11514 - 5
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15.2. Investment in associates

On 30 June 2020 FAH South Africa (Pty) Ltd acquired 49% shareholding in Get Bucks (Namibia) Pty Limited for a purchase

consideration of N$2,019,426, from smartadvance (Pty) Ltd.

Getbucks Getbucks
Figures in USD Namibia Dec-20 Namibia Dec-19
Opening balance 134 309 134 309 - -
Original cost of 49% |nter¢st in Namibian operation through i i 134309 134309
common control transaction
Adjustments: - - -
Profit and loss movement 1 Jan 20 to 30 Jun 2020 3672 3672 -
Fair valu'e adjustment at acquisition through common control 4444 4444 )
transaction
Foreign currency translation impact (3729) (3729) - -
Carrying value at acquisition (total deemed consideration) 138 696 138 696 134 309 134 309
Movement in statement of profit or loss
Profit for the period 1 July to 31 Dec 2020 7 842 7 842 - -
7 842 7 842 - -
Closing balance 146 538 146 538 134 309 134 309
Getbucks Getbucks
Namibia Dec-20 Namibia Dec-19
SUMMARISED STATEMENT OF FINANCIAL POSITION IN USD
Cash and cash equivalents 157 167 157167 114299 114299
Loan advances to customers 84 626 84 626 125993 125993
Other financial assets 22161 22161 7283 7283
Non-financial assets 62 808 62 808 53313 53313
TOTAL ASSETS 326762 326 762 300 888 300 838
Other financial liabilities 27 060 27 060 5324 5324
Non-financial liabilities 645 645 1933 1933
TOTAL LIABILITIES 27 705 27 705 7 257 7 257
TOTAL NET ASSETS 299 057 299 057 293 632 293 632
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15, INVESTMENTS ACCOUNTED FOR USING THE EQUITY METHOD (CONTINUED)

Getbucks Getbucks
Namibia Dec-20 Namibia Dec-19
SUMMARISED STATEMENT OF PROFIT AND LOSS AND OTHER COMPREHENSIVE INCOME IN USD
Net interest income 84 708 84708 36779 36779
Net fee and commission income 47 684 47 684 17797 17 797
Net trading income 132 392 132 392 54 576 54 576
Credit loss expense on customer loan book 18418 18418 864 864
Credit loss expense on other financial assets (27 211) (27 211) - -
Other income - - 5758 5758
Sales expenses (16 920) (16 920) (6 076) (6 076)
Professional Fees (3 060) (3 060) (1419) (1419)
Employee costs (47177) (47 171) (19910) (19910)
Depreciation, Amortisation (13 093) (13093) (143) (143)
Other operating expenses (19 859) (19 859) (10 931) (10 931)
Loss before taxation 23 497 23497 22719 22719
Taxation - - - -
Loss after taxation 23 497 23497 22719 22719
GROUP’S SHARE OF PROFIT @ 49% 11514 11514 11132 11132
SUMMARISED STATEMENT OF CASH FLOW IN USD
Cash flows from operating activities 42 679 42 679 79573 79573
Cash flows from investing activities - - - -
Cash flows from financing activities - - (8 545) (8 545)
42 679 42 679 71028 71028
16. Deferred taxation
Group Company
Figures in USD Dec-20 Dec-19 Dec-20 Dec-19
Deferred Tax (Liability) - - - -
Deferred Tax (Asset) 1188510 1346 933 - -
1188510 1346 933 - -
Reconciliation of deferred taxation
Balance at beginning of year 1346 933 - - -
Qrigipating and reversing temporary differences on loan book 24984 ) ) )
impairments
Disposal of entity - - - -
Temporary differences due to provision 71923 - - -
Assessed loss (184 652) - - -
Acquired through common control transaction - 1346 933 - -
Foreign currency translation impact (70 677) - - -

Prior year adjustment - -
1188511 1346 933
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Deferred tax assets on accumulated losses that has not been raised:

A deferred tax asset of USD 2 050 108 (Dec 209: USD 3 487 342) has not been recognised on accumulated losses of USD 13
951 491 (Dec 2019: USD 12 454 792) for the Group.

17. Goodwill
17.1. Group
Dec-20 Dec-19
Figures in USD Cost Carrying value Cost Carrying value
Goodwill 826 413 826 413 826 413 826 413
Total 826 413 826 413 826 413 826 413
17.2. Reconciliation of goodwill
Figures in USD Group Company
Dec-20 Dec-19 Dec-20 Dec-19
Opening balance 826 413 - - -
Acquired through acquisition - 826 413 - -
Total 826 413 826 413 - -

Management has determined the values assigned to each of the key assumptions as follows:

Disbursement growth:

Operating cost to revenue

Interest income to
disbursement

Discount rate:
Dividend pay-out ratio:

Long-term growth rate:

The 2021 disbursement growth is estimated at 200%, thereafter it normalises at 15-20% over a four-year
forecast period. These assumptions were made based on past performance and potential fund-raising
initiatives from management to complete in Q2 of 2021.

Average annual cost as a fixed percentage of revenue over a five-year period, based on past performance
and management’s expectations.

Average annual ratio over a five-year period, as a percentage based on past performance and management
expectations.

Is based on cost of equity.
Relates to the % of profits to be distributed for each of the five years.

The long-term growth rate reflects the local underlying consumer price index rate for the five-year forecast
period.

Dec-20 Dec-19 Dec-20 Dec-19

Komo Finance Proprietary Limited GetSure South Africa Proprietary Limited

Sales growth (%) 100 7 10 7
Interest income growth (%) 127 17 17 17
Operating costs (%) 6 4 6 4
Discount rate (%) 12.2 12.1 12.2 121

Management has reviewed the recoverability of the reported goodwill by applying the value-in-use calculations as well as

the multi period excess earnings method. The value-in-use calculations have made use of pre-tax cash flow projections

based on financial budgets approved by management.
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18. Trade and other payables

Group Company
Figures in USD Dec-20 Dec-19 Dec-20 Dec-19
Financial instruments:
Trade payables 998 875 704 788 - -
Payroll liabilities 339 627 44022 - -
Accruals and sundry payables 709 608 1199126 28774 -
Claims reserve 16 704 24219 - -
2064 814 1972155 28774 -
Non-Financial instruments:
VAT payable 787 66 094 - -
Withholding taxes 208 939 445 803 - -
209 726 511 897 - -
Trade and other payables 2274540 2484052 28774 -
19. Lease liabilities
Group Company
Figures in USD Dec-20 Dec-19 Dec-20 Dec-19
Lease liabilities
Current 116 731 87900 - -
Non-current 274 372 207 753 - -
391103 295 653 - -

In the previous year, the group only recognised lease assets and lease liabilities in relation to leases that were classified as
‘finance leases’ under IAS 17 Leases. The assets were presented in property, plant and equipment and the liabilities as part
of the group’s finance lease liabilities.

Amounts recognised in the statement of profit or loss

Interest expense finance leases:

Buildings (33 328) - - -
Equipment (1 753) - - -
(35 081) - 5 -

Group Company

Amounts in USD Dec-20 Dec-19 Dec-20 Dec-19
Minimum lease payments due: - -
Within one year 111936 100 972 - -
More than one year and less than five years 265 037 285659 - -
More than five years - - - -
Total 376 971 386 631 - -
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20. Borrowings

Group Company
Figures in USD Dec-20 Dec-19 Dec-20 Dec-19
S. Crawforth 23359 26 265 - -
The loan is unsecured, bears interest at 17% per annum. The
capital and interest outstanding are payable in full or in part on
31 March 2021.
Ecsponent Treasury Services Proprietary Limited 135658 1158 760 - -
The loan is secured and bears interest at 18% on ZAR and is
payable in equal monthly instalments which contain capital and
interest. The maturity date of the loan is 30 September 2021.
AS Mintos Market Place (EURO Loan) 5637 449 5968 723 - -
Dr. Peter Bibiza - Promissory note 101 067 - 101 067 -

This loan is unsecured, bears interest at 7% on EUR per annum.
The capital and interest outstanding are payable in full or in part
on 31 December 2021.

LS1 LLC - Promissory note 450 000 - 450 000 -

This loan is unsecured, bears interest at 12% on USD per annum
(and an administration fee of 3% per annum). The capital

and interest outstanding are payable in full or in part on 30
November 2021.

Ecsponent Collective Investment Scheme (CIS) 64 178 149 068 - -

The loan is secured over the loans and advances, accrues
interest at 20% per annum, and repayable in full in November

2021.
6411710 7302816 551 067 -
Non-current liabilities
At amortised cost 5637 449 5994 988 - -
Current liabilities
At amortised cost 774 261 1307 828 551 067 -
6411710 7302816 551 067 -
21. Share capital
21.1. Authorised share capital
Group Company
Number of ordinary shares available Dec-20 Dec-19 Dec-20 Dec-19
Ordinary no par value shares 10 000 10 000 10000 10 000
21.2. Reconciliation of number of shares issued
Opening balance 10 000 - 10000 -
Issue of shares - ordinary shares - 10 000 - 10 000
10 000 10 000 10 000 10 000

21.3. Reconciliation of value of shares issued
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Opening balance 10 000 - 10 000 -
Subscription of shares - 10 000 - 10 000
Share premium - debt to equity conversion 10297 997 - 10297 997 -
10 307 997 10 000 10 307 997 10 000
22. Taxation receivable / (taxation payable)
Group Company
Figures in USD Dec-20 Dec-19 Dec-20 Dec-19
Taxation paid in advance / receivable 22902 38290 - -
Taxation payable (93 234) (219 451) - -
(70 332) (181 161) - -
Reconciliation on movement Dec-20 Dec-19 Dec-20 Dec-19
Opening balance (181 161) (155 017) - -
Income taxation charged for the year (544 484) (859 489) - -
Acquired through common control transaction - (23 940) - -
Taxation paid 648 135 857 285 - -
Taxation received (12 364) - - -
Impact of currency translation 19 542 - - -
Closing balance (70 332) (181 161) - -
23. Interest revenue
Group Company
Figures in USD Dec-20 Dec-19 Dec-20 Dec-19
Interest income calculated using the effective interest
method
Loans and advances to customers 7272 255 - - -
7 272 255 - - -
Other interest and similar income
Bank and other cash - - - -
Other 230989 - 288910 -
230989 - 288910 -
7 503 244 - 288910 -

Other interest income relates to a promissory note issued in GetBucks Proprietary Limited (Eswatini) to Ecsponent treasury

services, and a promissory note issued in Finclusion Africa Holdings, to Growth State Holdings.
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24. Interest expense

Group Company
Figures in USD Dec-20 Dec-19 Dec-20 Dec-19
Interest expense calculated using effective interest method
Finance cost on debt facilities 1249 080 105 654 340924 105 654
Interest expense on lease liability 33476
1282 556 105 654 340924 105 654
25. Fee and commission income and expense
Group Company
Figures in USD Dec-20 Dec-19 Dec-20 Dec-19
Fee and commission income
Income resultant from loans and advances to customers 2746 441
Income resultant from insurance products 284772
3031213 - - -
Fee and commission expense
Expense resultant from loans and advances to customers (796 066) - (1839) -
(796 066) - (1839) -
2235147 - (1839) -
26. Credit loss expense on customer loan book
Group Company
Figures in USD Dec-20 Dec-19 Dec-20 Dec-19
Impairment losses on loans and advances to customers
Credit loss expense on loans and advances to customers 1710 364
1710 364 - o -
27. Credit loss expense on other financial assets
Group Company
Figures in USD Dec-20 Dec-19 Dec-20 Dec-19
Net loss arising from derecognition of financial assets
measured at amortised cost
Credit loss expense on other financial assets 32587
32587 - - -
28. Otherincome
Group Company
Figures in USD Dec-20 Dec-19 Dec-20 Dec-19
Other Income
Other income 85857 - 125132 -
Bad debts recovered 333395 - - -
Property and equipment 14947 - - -
434 199 - 125 132 -

Other income consists of income earned on provision of tech services, bad debt recovery and some profit on sale of assets.
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29. Other operating expenditure

Group Company
Figures in USD Note Dec-20 Dec-19 Dec-20 Dec-19
Other operating expenses
Accommodation 14 845 - - .
Advertising 38 070 . - ;
Communication expenses 393822 - - -
Computer expenses 21777 - - -
Corporate Investments 4108 - - -
Director fee's 44 511 - - -
Foreign Exchange 841 834 - (74 279) -
General office expenses 53953 - - .
Indirect taxes expensed 35431 - - -
Insurance charge 23975 - - -
Lease expenses 61 828 - - -
Motor vehicle expenses 15128 - - -
Municipal expenses 43 855 - - -
Other expenses 400 743 - 180 593 -
Profit or loss on: 126 680 - 112 042 -
Recruitment costs 6 855 - - -
Repairs and maintenance 14 305 - - -
Restructuring costs 8 007 - - -
Sales expenses 372223 - - -
Security 5456 - - N
Shared service expenses 74 866 - - -
Software rental fee 60 532 - - -
Staff welfare 81383 - - _
Subscriptions and licence fee's 234926 - - -
Travel expenses 57 324 - - -
Withholding tax - - - -
3 036 437 - 218 356 -
30. Personnel expenses
Group Company
Figures in USD Dec-20 Dec-19 Dec-20 Dec-19
Personnel expenses
Basic 2692174 - 33250 -
Incentives 157 508 - - -
Company contributions 98 564 - - -
Leave pays provision charge 261 556 - - -
3209 802 - 33 250 -
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31. Depreciation and amortisation

Group Company
Figures in USD Dec-20 Dec-19 Dec-20 Dec-19
Depreciation and amortisation
Depreciation 70 568 - - -
Depreciation right of use asset 201 458 - - -
Amortisation 75793 - - -
347 819 - - -
32. Consulting and professional fees
Group Company
Figures in USD Dec-20 Dec-19 Dec-20 Dec-19
Consulting and professional fees
Audit fees 326 595 - - -
Consultancy fees 304 857 - - -
Legal fees 118 243 - 65 596 -
749 695 - 65 596 -
33. Taxation
Group Company
Figures in USD Dec-20 Dec-19 Dec-20 Dec-19
Income taxation
Local income tax 537 286 - - -
537 286 - - -
Deferred taxation
Originating and reversing temporary differences 92 072
92 072 - - -
629 358 - - -
Reconciliation of the taxation expense
Accounting profit / (loss) (185 156) - - -
Taxation expense at the respective country rates (35001) - - -
Tax effect of adjustments on taxable income
Different tax rates of other countries (1 708) - - -
Non-deductible expenses 26141 - - -
Exempt income (46 922) - - -
Assessed loss for which no deferred tax raised 686 613 - - -
Other 235 - - -

629 358
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34. Cash flow notes

Cash generated from operating activities

Group Company
Dec-20 Dec-19 Dec-20 Dec-19

Cash generated from / (used in) operations
(Loss) profit before taxation 120127 - 50 450 -
Adjustments for:
Depreciation and amortisation 347 819 - - -
Profit loss from Associate (11 514) - - -
ﬁ;ti)ri]“stizz disposals, scrapings and settlements of assets and 126 680 i i i
Interest income (230 989) - (288 910) -
Finance costs paid 1114435 - 172 804 -
Other impairments 81 641 - - -
Loan book impairment 1710364 - - -
Dividends received 145157 - - -
Profit/(Loss) on disposal (9 585) - - -
Remeasurement of insurance contracts (169 003) - - -

3225132 - (65 656) -
Changes in working capital:
Other receivables (322 632) - (355 156) -
Loan book 553 690 - - -
Trade and other payables (585 862) - 28773 -

(354 804) - (326 383) -
Cash generated / (used) from operations 2870329 - (392 039) -

35. Fair value information
Property valuations

Property valuations are performed by independent valuators which uses market information such as market related rental
charges. This information is used to perform a discounted cash flow on future potential income. The sales prices achieved
during recent sales of properties in the relevant area is also used as an indication.

The group classifies these instruments at Level 3.

Fair value of financial instruments not measured or disclosed at fair value

Set out below is a comparison, by class, of the carrying amounts and fair values of the group’s financial instruments that
are not carried at fair value in the financial statements. This table does not include the fair values of non-financial assets
and non-financial liabilities.
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Figures in USD Group Company
Assets Dec-20 Dec-19 Dec-20 Dec-19
Loans to group companies and related parties - - - -
Other financial assets 409 269 13726 - -
Loans and advances to customers 13531515 17 272515 - -
13 940 784 17 286 241 - -
Liabilities
Loans from group companies and related parties (3929 859) (1237 097) - -
Other financial borrowings (228 945) (26 554) - -
(4 158 804) (1263 651) - -
36. Financial instruments by category
Group Company
Figures in USD Dec-20 Dec-19 Dec-20 Dec-19
Financial assets
Amortised cost
Other financial assets 442147 13726 - -
Loans to group companies and related parties 1181339 - 3217 511 -
Loans and advances to customers 13 699 049 17 182 006 - -
Trade and other receivables 1229913 1325976 792 567 -
Cash and cash equivalents 2138 271 925 859 332036 -
18 690 719 19 447 567 4342114 -
Financial liabilities
Amortised cost
Loans from group companies and related parties 3458599 1176 339 3278569 -
Borrowings 6411710 7302816 551 066 -
Lease liabilities 391 243 295653 - -
Trade and other payables 2419945 2296 388 50 000 -
Bank overdraft 30992 42 355 - -
12712 489 11113 551 3879635 -
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37. Risk management

The risk management policies are designed to identify and
analyse risks, to set appropriate limits and controls, and
to monitor the risk through reliable and up-to-date infor-
mation systems. Risk management is carried out by man-
agement, under policies approved by the board. The board
approves principles for overall risk management as well as
policies covering specific areas, such as foreign exchange
risk, interest rate risk, credit risk, use of derivative financial
instruments and non-derivative financial instruments.

Finclusion Africa Holdings Limited is a fintech company
which embraces technology to provide financial products
and services to customers through its subsidiaries. The
group's current primary activities are micro-lending and re-
lated insurance brokerage.

37.1. Capital risk management

The group’s objectives when managing capital are to safe-
guard the group’s ability to continue as a going concern in
order to provide returns for the shareholder and benefits
for other stakeholders and to maintain an optimal capital
structure to reduce the cost of capital.

The capital structure of the group consists of debt, which
includes the Other financial liabilities disclosed in notes 21
& 22, cash and cash equivalents disclosed in note 6, and

equity as disclosed in the statement of financial position.

To maintain or adjust the capital structure, the group may
adjust the amount of dividends paid to shareholder, issue
new shares or sell assets to reduce debt.

Management determines the capital requirements by an-
alysing cashflow forecasts and projections taking into con-
sideration growth and defined gearing ratios. Evaluations
are performed on an annual basis.

This gearing ratio is calculated as net debt divided by total

capital:

+ Net debt is calculated as total borrowings (including
‘current and non-current borrowings’ as shown in the
statement of financial position) less cash and cash
equivalents.

+ Total capital is calculated as ‘equity’ as shown in the
statement of financial position plus net debt.

Finclusion Africa Holdings Limited is currently holding a
share pledge over 1,973,909 (one million, nine hundred and
seventy-three thousand, nine hundred and nine) shares in
Emu-Inya Enterprises Ltd T/A GetBucks Kenya representing
51% of issued shares. Shares pledged are held as security
over the loan facility to Growth State Holdings Limited.

Group Company

Note Dec-20 Dec-19 Dec-20 Dec-19

Lease liabilities 19 391103 295653 - -
Borrowings 20 6411710 7302816 551 066 -
Loans from group companies and related parties 10 633 406 9 885 581 - 9 885 581
7 436 219 17 484 050 551 066 9 885 581

Less: Cash and cash equivalents 6 (2107 279) (883 504) (332 036) -
Net debt 5328 940 16 600 546 219 030 9 885 581
Total equity 12208 848 2530086 9956 420 (95 654)
Total Capital 17 537 788 19 130 632 10 175 450 9789 927
Gearing ratio 30.4% 86.8% 2.2% 101.0%

The gearing ratio improved during the current period with the significant decreases in debt and the increase in equity.
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37. RISK MANAGEMENT CONTINUED

37.2. Financial risk management
Overview

The group's activities expose it to a variety of financial risks:
market risk (including currency risk, fair value interest rate
risk, cash flow interest rate risk and price risk), credit risk,
and liquidity risk. Taking risk is core to the financial services
business. The company's objective is to achieve an appro-
priate balance between risk and return.

The risk management policies are designed to identify and
analyse the risk to set appropriate limits and control, and
to monitor the risk through reliable and up to date infor-
mation systems. Risk management is carried out by man-
agement, under policies approved by the board. The board
approves principles for overall risk management as well as
policies covering specific areas such as foreign exchange
risk, interest rate risk and credit risk. The most significant
type of risk are credit risk, liquidity risk, and market risk.
Market risk includes currency and interest rate risk.

Executive management are responsible to identify, moni-
tor, and mitigate risk at all business levels under the pol-
icies approved by the Finclusion Africa Holdings Limited
Board.

37.3. Liquidity risk

Liquidity risk is the risk that operations cannot be funded,
and financial commitments cannot be met timeously and
cost effectively. Liquidity risk management deals with the
overall profile of the consolidated and separate statement
of financial position, the funding requirements of the com-
pany, and cash flows. In quantifying the liquidity risk, fu-
ture cash flow projections are simulated, and necessary ar-
rangements are put in place to ensure all future cash flow
commitments are met.

37.4. Loan disbursements

Although longer loan tenures to customers have a positive
impact on the revenue and the financial position, the cash
is negatively impacted in the short term. To mitigate such

impact, mix between longer term loan products and short-
er-term loan products is managed to balance the net cash
flows. smartadvance Proprietary Limited (South Africa),
Emu Inya Enterprises (Kenya) and Get Bucks Proprietary
Limited (Eswatini) is strongly weighted towards a short-
term lending product.

Loans and advances to customers collections

Collection efficiency rates are used when projecting cash
inflows. Efficiency rates are monitored monthly to optimise
cash flows and are also based on historical experience. Dis-
bursements will be adjusted in the case of lower-than-ex-
pected collections since this is managed monthly.

Cost containment and budgeting

Costs are managed daily and any variance to budgets are
investigated to ensure the accuracy of the cash flow simu-

lation models.

External debt repayments

External debt repayments are accounted for in the cash
flow simulation models. Loans are renegotiated where ap-
plicable.

Treasury function

The group treasury department monitors liquidity daily, to
ensure that the company’s subsidiaries bank accounts are
funded to meet operational requirements. Bank account
movements are monitored daily and flagged for any issues
requiring attention. Creditors are paid on a monthly schedule.

Debt facilities

The following table shows the undiscounted cash flows on
the group’s financial assets and liabilities and loan commit-
ments based on their earliest possible contractual maturi-
ty. The group’s expected cash flows on these instruments
may vary from this analysis. Regular updates are provid-
ed to the group’s financiers to ensure facilities and lines
of credit remain open and that loan commitments are not

drawn down unexpectedly.
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37.4.1. Group
From 1 to 12 Between 1
Figures in USD Note Up to 1 month months and 5 years Total
At 31 December 2020
Borrowings 20 - 4471738 1939973 6411711
Loans from group companies and related parties 10 37433 541008 54 965 633 406
Lease liabilities 19 120 757 138 899 131 448 391103
Trade and other payables 18 2213996 60 545 - 2274 541
Bank overdraft 6 30992 - - 30992
2403178 5212190 2126 386 9741754
Figures in USD Up to 1 month From"“lot:tg aizt;v;::r: Total
At 31 December 2019
Borrowings 20 - 5092 271 2210546 7302 817
Loans from group companies and related parties 10 710502 3859762 5315317 9 885 581
Lease liabilities 19 52 644 125413 117 596 295 653
Trade and other payables 18 1913745 570308 - 2484053
Bank overdraft 6 42 355 - - 42 355
2719 246 9 647 754 7 643 459 20 010 459
37.4.2. Company
From 1 to 12 Between 1
Figures in USD Note Up to 1 month months and 5 years Total
At 30 December 2020
Borrowings 20 - 551 066 - 551 066
Loans from group companies and related parties 10 - 453375 - 453375
Trade and other payables 18 - 28774 - 28774
- 1033215 - 1033215
From 1 to 12 Between 1
Figures in USD Note Up to 1 month months and 5 years Total
At 31 December 2019
Borrowings 20 - - - -
Loans from group companies and related parties 10 - 9 885 581 - 9 885 581
Trade and other payables 18 - - - -
- 9 885 581 - 9 885 581

Excess liquidity generated within the next twelve months will be reinvested into the loans and advances to customers and
decreases exposure on funding facilities. The group and company critically assess the quality of the loans and advances to
customers through their credit vetting processes.

Detail relating to expected unwinding of the loans and advances to customers Group
Dec-20 Dec-19

usbD usbD

1 Month 922 359 1034752
2 -3 Months 1434293 1653063
4 - 6 Months 2141555 2102 543
7 - 12 Months 2 406 807 2082016
> 12 Months 6 133 291 6 656 533
13 038 305 13 528 907
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37.5. Market risk

Market risk is the risk that changes in the market prices,
such as interest rates and foreign exchange rates, and will
affect the fair value and future cash flows of a financial in-
strument. Market risk arises from open positions in inter-
est rates and foreign currencies, both of which are exposed
to general and specific market movements and changes in
the level of volatility. The objective of market risk manage-
ment is to manage and control market risk exposures with-
in acceptable parameters, while optimising the return on
risk.

Overall responsibility for managing market risk rests with
the directors. Management is responsible for the devel-
opment of detailed risk management policies (subject to
review by the directors) and for the day-to-day implemen-
tation of those policies.

37.6. nterest rate risk

Cash flow interest rate risk is the risk that the future cash
flows of a financial instrument will fluctuate because of
changes in market interest rates. Fair value interest rate
risk is the risk that the value of a financial instrument will
fluctuate because of changes in market interest rates. For

loans and receivables not recognised at fair value, the fair
values have been disclosed in accordance with the fair val-
ue hierarchy which reflects the significance of the inputs
used to make the measurements.

The group and company’s main interest rate risk arises
from long-term borrowings which are issued at fixed and
variable rates. These expose the group to cash flow inter-
est rate risk which is partially offset by having a short-term
loan portfolio as the main asset in the group.

Management monitors interest rate risk monthly. Rene-
gotiation of borrowing facilities are constantly being man-
aged.

The table below indicates all interest-bearing financial bor-
rowings and all interest-bearing financial assets (excluding
other receivables and trade and other payables) at fixed
rates and variable rates.

37.7. Interest rate profile

The interest rate profile of interest-bearing financial instru-
ments at the end of the reporting period were as follows:

37.7.1. Group
Dec-20 Dec-19
Variable rate instruments:
Liabilities
Loans from shareholder - -
Loans from group companies and related parties - -
Fixed rate instruments:
Assets Note
Loans to group companies and related parties 10 1181339 -
Cash and cash equivalents 6 2138271 925 859
Loans and advances to customers 9 13699 049 17 182 006
17 018 659 18 107 865
Liabilities Note
Loans from group companies and related parties 10 633 406 9 885 581
Borrowings 20 6411710 7302816
Bank overdraft 6 30992 42 355
7 076 108 17 230 752
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37.7.2. Company

Fixed rate instruments:

Assets

Loans to group companies and related parties
Loans and advances to customers

Cash and cash equivalents

Liabilities
Loans from group companies and related parties
Borrowings

Bank overdraft

Interest rate sensitivity impact on profit or loss on variable

rate instruments (excluding cash and cash equivalents):
Dec-20

Group % Dec-19

Variable rate instruments:
Liabilities
Loans from shareholder 1% - -

Loans from group companies

0, - -
and related parties 1%

Company % Dec-20 Dec-19

Variable rate instruments:
Liabilities
Loans from group companies

0 - -
and related parties 1%

External Funding

Formal debt instruments with non-banking institutions are
utilised at fixed and variable interest rates.

Customer Interest rates

Interest rates on short- and long-term loans are fixed. In-
terest rates are regulated and hence, the company have
limited ability to change the rates. The company is there-
fore exposed to increases in funding rates and will benefit
from lower funding rates. Various scenarios are simulated
taking into consideration, refinancing, renewal of existing
positions, and alternative financing. Based on these scenar-
ios, the company calculates the impact on profit or loss of a
defined interest rate shift. The sensitivity of these interest
rate shifts is based on the inter-banking lending rates.

The group and company consider there to be no interest
rate risk on fixed interest-bearing assets and liabilities.

Note
10 3130667 1330962
9 - -
6 332036 -
3462703 1330 962

Note
10 453 375 9 885 581
20 551 066 -
6 - -
1 004 441 9 885 581

37.8. Credit risk
37.8.1. Micro lending

Credit risk is the risk of financial loss to the group if a cus-
tomer or counterparty to a financial instrument fails to
meet its contractual obligation and arises principally from
the company’s loans and advances to customers. For risk
management reporting purposes, the company considers
and consolidates all elements of credit risk exposure (such
as individual obligor default risk, employer default risk and
market risk).

The provision of unsecured loans to formally employed in-
dividuals is the main activity of the group and company’s
business. As such, exposure to credit risk and the manage-
ment of this risk is a key consideration.

Customer credit risk is partly mitigated by the utilisation of
payroll collection models. Employment of customers by vet-
ted employers effectively serves as security for loans provid-
ed to such customers, since the employer recovers the com-
pany loan instalment directly from the customer’s salary.

Direct lending customer credit risk is mitigated by the
group through obtaining client bank statements or payslips
to perform affordability assessments. Furthermore, client
risk is scored using a credit scoring model which assists in
predicting the risk of default of each customer.

All cash and cash equivalent assets are placed with repu-
table banks. If the banks credit recedes the risk will be as-
sessed, and action taken. The company analyses the return
versus risk in these instances as some banks may offer a
higher return with a significant risk component.
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In extending loans to related parties, shareholders and
third parties, the full credit assessments. The group reviews
the annual financial statements, operations, legal and tax
status of the borrower. The group also limits the tenor and
size of individual debt so that it never poses a material risk
to the group. All loans are interest-bearing and recorded at
fair value at initial recognition.

37.8.2. Credit risk management

The group bases its credit risk policies on the customers it
serves, their employers and methods of collection.

Credit Committees and Credit Policies

The group credit products are governed by the credit policy
document aligned to local regulation, or as applicable in
the local legislative environments. The various credit com-
mittees meet monthly. The credit policy is the output docu-
ment of which the various committees’ reviews are updat-
ed monthly. Collection data is reviewed by the committee
and analysed. This information is used to adjust the policy
to reduce bad debt and maximise acceptable levels of dis-
bursements relative to risks. Legislative requirements on
changes such as interest, fees, number of loans and afford-
ability are reviewed monthly and are sourced via regular
communication with relevant authorities.

The table below illustrates the rounded maximum and
minimum loan amounts advanced to customers, deter-
mined by the credit committees considering legislative
affordability within these ranges:

Loan per product mix - December 2020 (smartadvance
Proprietary Limited)
13 to 24 months

Micro lending 1to 12 months

ZAR ZAR
Maximum 15,000 20,000
Minimum 500 1,000

Loan per product mix - December 2019 (smartadvance
Proprietary Limited)
13 to 24 months

Micro lending 1to 12 months

ZAR ZAR
Maximum 15,000 20,000
Minimum 500 1,000

Loan per product mix - December 2020 Get Bucks
Proprietary Limited (Eswatini)

Micro lending 1to 12 months 13 to 72 months

SZL SZL
Maximum 150 000 350 000
Minimum 500 1000

Loan per product mix - December 2019 Get Bucks
Proprietary Limited (Eswatini)

Micro lending 1to 12 months 13 to 60 months

SZL SZL
Maximum 150,000 350,000
Minimum 250 1,000

Loan per product mix - December 2020 Emu Inya
Enterprises (Getbucks Kenya)

Micro lending 1to 12 months 13 to 84 months

KES KES
Maximum 1500 000 2500 000
Minimum 5000 50 000

Loan per product mix - December 2019 Emu Inya
Enterprises (Getbucks Kenya)

Micro lending 1to 12 months 13 to 84 months

KES KES
Maximum 1500 000 2 500 000
Minimum 5000 50 000

Direct Lending

The group provide loans to gainfully employed individuals
and rely on collecting loan instalments directly from the
customer’s bank account, via an electronic debit order, or
electronic bank deduction instruction. These payments
are affected on the customer’s salary date using the De-
bi-check platform. Customers are assessed in full every
time they apply for credit to determine if their credit profile
remains acceptable in terms of the credit policies of the
group. Clients are also able to repay instalments directly
through electronic funds transfer.

37.8.3. Credit Philosophy

The credit philosophy of the group is to place primary
emphasis of the credit decision on the borrower’s ability
to service the loan. It is therefore critical to establish the
customer’s ability and commitment to service their loan in-
stalment.

A borrower’s ability (or affordability) to pay is dictated by
their repayment and total existing financial obligation in
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relation to their net income. The willingness to repay is pri-
marily based on the client’s past payment history.

Credit Risk Assessment:

The group and company utilise a risk scoring engine that
analyses aggregated ‘big data’. The credit scoring engine
is configured with the credit policy parameters and is em-
bedded in the system, preventing human intervention
which can result in breaches of policy. These models are
reviewed monthly and retrained at least quarterly or when
a significant market event occurs. The group also make use
of credit risk cover for its customers which covers the out-
standing capital in the event of a customer’s loss of income
relating to death, temporary and permanent disability, or
retrenchment.

Micro loans

Checks:

+ ldentification verification
« Electronic credit bureau data
« Employer verification

« Customer affordability calculation based on source
documentation.

+ Term and proof of employment

+ Bank account verification

* Age

* Industry of employment

+  Employer

* Previous credit behaviour with the company

+ Fifteen thousand points of alternative data

Documentation

*  Proof of identity

+ Bank statement

«  Payslip

+ Loan agreement with Credit Life Policy

All credit approvals are governed by the Credit Policy and

product rules are incorporated into the operating system
business and decisioning layer.

Employer Risk Assessment:

The group assesses the employer to determine if the em-
ployer will be able to honour its obligations in terms of the
agreement. Criteria that the company uses are as follows:

Checks
+ Industry type

+ Financial position (3 years signed annual financial state-
ments)

+  KYC (know your customer)
*  Tax clearance
» External references

+ Any litigation pending.

Documentation

+ Statutory documents
+ Directors KYC (know your customer)

» Audited Financial Statements

Before loans are granted to customers who are employed
by verified employers, the following processes are com-
pleted:

Checks

+ Identification verification

+  Employer verification

+ Affordability calculation

+ Electronic credit bureau information
+  Bank account verification

* Age

Documentation

* Loan agreement

+ Signed bank account deduction instruction in the event
of termination of employment.

+ Signed Credit Life agreement.
+ Copy of identification document.

«  Payslip.
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The main objective to mitigate credit risk lies in the credit
granting process and this process is managed in specific
procedures in the acquisition process:

* Credit Market Indicators - External credit bureau en-
quiries are used to establish outright application dis-
qualifying factors such as fraud indicators, insolvency,
debt review status as well as external exposure infor-
mation relating to account handling, balances, and cli-
ent commitments.

e Customer Data Authentication - All core customer
data supplied in the application process is vetted au-
tomatically against external and independent data
sources specifically pertaining to personal details, em-
ployment details, customer bank details and customer
earning and exposure details. In the absence of auto-
mated controls, such validation is performed manually.

* Internal Credit Policy Application - In the final step in
the customer credit application, the data is assimilated
and passed through the proprietary internal credit ap-
plication process that provides the outcome in terms
of application status and if provisionally approved the
credit limit, appropriate product term, product cost and
monthly commitment to the customer.

37.8.4. Collection

When no deduction at source is used, the group follows a
philosophy of ensuring timeous collections based on the
client's salary date to optimise collection success. There is
focus on internal data trends and knowledge with constant
monitoring and improvement of the quality of the informa-
tion database to ensure improved collection success. The
group mainly utilises the regulated Debi-check system to
collect instalment. Deduction mandates are obtained from
customers in their loan contracts and are made from their
primary bank account (where the customer ‘s salary is de-
posited).

When collection is unsuccessful, arrears follow up is per-
formed through a systematic process of customer self-help
and assisted processes managed by the group’s in-house
collection department in line with its approved collections
strategy.

External Recovery

The group’s arrears accounts are handed over to selected

external debt collectors (EDC) to collect on their behalf. The
main objective remains the mitigation of risk and ultimate
collection without incurring excessive costs.

Sale of Loans and advances to customers

The group’s arrears accounts are also on a case-by-case ba-
sis considered for sale to third party debt collectors.

Credit monitoring

The group utilises various reporting and monitoring tools
to engage in and control ongoing credit risk within the
credit life cycle:

* Real time monitoring on application volumes, approval
rates and processing quality.

+ Credit efficiency reports to get first strike collection
rates.

+ Vintage collection reports to establish the initial recov-
ery process efficiency.

+ Credit ageing reports to manage and control loan delin-
quency and provisioning.

+ Active payment, collection, and integrity trend analysis
to control and manage underlying risks and movement
within the data operational procedures.

Deduction at Source Lending

The group provides loans to gainfully employed individu-
als that are employed by employers that are vetted by the
group and company and that have concluded an agree-
ment with the group. In terms of these agreements the em-
ployer deducts the loan instalments from the customer’s
salary and disburses these funds to the group and compa-
ny. Loan size, terms, rates, and customer affordability cri-
teria are also agreed with the employer upon engagement.
In this instance the group mitigate the direct customer risk
and gears the risk towards the customer’s employer. Em-
ployers are assessed monthly based on their collection’s
performance.

37.9. Impairment assessment

37.9.1. Definition of default

The group considers a financial instrument defaulted and
therefore Stage 3 (credit-impaired) for expected credit loss
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(“ECL") calculations in all cases when the borrower has
missed four consecutive contractual payments, or the loan
becomes 90 days past due.

As a part of a qualitative assessment of whether a customer
is in default, the group also considers a variety of instances
that may indicate unlikeliness to pay. When such events oc-
cur, the group considers whether the event should result in
treating the customer as defaulted and therefore assessed
as Stage 3 for ECL calculations or whether Stage 2 is appro-
priate. Such events include:

* The customer requesting emergency funding.

*  The customer is deceased and there is no credit insur-
ance through the group.

+ The customer (or any legal entity) applying for bank-
ruptcy application/protection.

The group's probability of default estimation process

The group’s independent Credit Risk Department operates
its internal models which assigns a CD (“Contractual Delin-
quency”) state to each loan at each reporting period. The
CD state represents the number of missed payments at
each reporting date, and this is used in the computation
of PDs the group runs in separate models for its key port-
folios. The models incorporate both qualitative and quan-
titative information and, in addition to information specific
to the customer, utilise supplemental external information
that could affect the customer’s behaviour. These infor-
mation sources are used to determine the probability of
defaults (“PDs"). PDs are then adjusted for IFRS 9 ECL calcu-
lations to incorporate forward looking information and the
IFRS 9 stage classification of the exposure. This is repeated
for each economic scenario as appropriate.

Credit risk measurement

The estimation of credit exposure for risk management
purpose is complex and requires the use of models, as
the exposure varies with changes in market conditions,
expected cash flows and the passage of time. The assess-
ment of credit risk of a portfolio of assets entails further
estimations as to the likelihood of defaults occurring, of the
associated loss ratios and of default correlations between
counterparties. The group measures credit risk using PD,
Exposure at Default (“EAD") and Loss Given Default (“LGD").

Expected credit loss measurement

IFRS 9 outlines a “three-stage” model for impairment based
on changes in credit quality since initial recognition as sum-
marised below:

« Afinancial instrument that is not credit-impaired on ini-
tial recognition is classified in “Stage 1" and has its credit
risk continuously monitored by the group.

« If a significant increase in credit risk (“SICR") since ini-
tial recognition is identified, the financial instrument is
moved to “Stage 2" but is not yet deemed to be credit
impaired.

« If the financial instrument is credit-impaired, the finan-
cial instrument is then moved to “Stage 3".

« Financial instruments in Stage 1 have their ECL mea-
sured at an amount equal to the portion of lifetime ex-
pected credit losses that result from default events pos-
sible within the next 12 months. Instruments in Stages 2
or 3 have their ECL measured based on expected credit
losses on a lifetime basis.

+ A pervasive concept in measuring ECL in accordance
with IFRS 9 is that it should consider forward-looking
information.

+ Purchased or originated credit-impaired financial as-
sets are those financial assets that are credit-impaired
on initial recognition. Their ECL is always measured on
a lifetime basis (Stage 3).

The following diagram summarises the impairment re-
quirements under IFRS 9 (other than purchased or origi-
nated credit-impaired financial assets):

Change in credit quality since initial recognition

Stage 1 Stage 2 Stage 3

(Significant increase (Credit - impaired

(initial recognition) in credit risk) assets)

12-month expected
credit losses

Lifetime expected
credit losses

Lifetime expected
credit losses

The key judgements and assumptions adopted by the
group in addressing the requirements of the standard are
discussed below:
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Significant increase in credit risk

The group considers a financial instrument to have expe-
rienced a significant increase in credit risk when there is
change in the payment behaviour of the clients.

The assessment of significant increase in credit risk (“SICR")
incorporates forward-looking information and is per-
formed periodically at individual loan level. The criteria
used to identify SICR are monitored and reviewed peri-
odically for appropriateness. The group assesses SICR by
means of a 30-day non-payment backstop. Additionally,
the group employs the following assessments for SICR:

+ Loans that have recently caught up arrears are quar-
antined and monitored as potential risky loans. The
quarantine period is calibrated per entity based on ex-
perience; and

+  The monthly credit committee is required to test the
performing (Stage 1) portfolio for any collective or in-
dividual signs of SICR. For example, loans granted to
small business owners that succumbed to a natural
disaster and are expected to default should be moved
from Stage 1 to Stage 2 even though not having trig-
gered the backstop. Depending on the severity of the
circumstances, loans may be moved to Stage 3 directly.

Additionally, distressed loans (loans that have applied for
debt rescue) who have not yet defaulted, are moved to
Stage 3.

Measuring ECL — Explanation of inputs, assumptions,
and estimation techniques

The ECL is measured on either a 12-month (12M) or Life-
time basis depending on whether a significant increase in
credit risk has occurred since initial recognition or whether
an asset is credit-impaired. ECL is discounted product of
PD, EAD and LGD, defined as follows:

« The PD represents the likelihood of a borrower default-
ing on its financial obligation (as per “Definition of de-
fault” above), either over the next 12 months (12M PD),
or over the remaining lifetime (Lifetime PD) of the ob-
ligation. Cumulative lifetime PD curves are developed
based on historic payment behaviour together with PIT
macro-economic forecasted adjustments. The group
defines 3 possible macro-economic scenarios which
yields 3 possible lifetime PD curves.

* EAD is based on the amounts the Group expected to be
owed at the time of default, over the next 12 months
(12M EAD) or over the remaining lifetime (Lifetime EAD).
EAD is adjusted for prepayment behaviour as well as
additional increases in penalty interest in the event of
default.

+ LGD represents the Group expectation of the extent
of loss on a defaulted exposure. LGD varies by type of
counterparty, type, and seniority of claim. LGD is ex-
pressed as a percentage loss per unit of exposure at
the time of default (EAD). Stage 1 & 2 loans use LGD1
whereas Stage 3 loans use LGD2 for ECL. LGD1 & LGD2
are both based on historic default and recovery infor-
mation, adjusted for future macro-economic scenarios.
The group defines 3 possible macro-economic scenari-
os which yields 3 possible LGD1 & LGD2 curves.

The ECL is determined by projecting, for each loan, the PD,
LGD and EAD at each remaining future point for the expect-
ed lifetime of each asset. Each future point is treated as an
incremental step that makes up the total ECL where each
point is discounted using the original effective interest rate.
The sum of these discounted losses is reported as the ECL
for each reporting period.

Forward-looking information incorporated in the ECL
models

The assessment of SICR and the calculation of ECL both in-
corporate forward-looking information. The group has per-
formed historical analysis and identified the key economic
variables impacting credit risk and expected credit losses
for the portfolio. Expert judgement has also been applied
in this process. Forecasts of these economic variables (the
“base economic scenario”) are provided by the Group team
periodically and provide the best estimate view of the
economy over the next years. The impact of these econom-
ic variables on the PD, EAD and LGD has been determined
by performing statistical regression analysis to understand
the impact changes in these variables have had historically
on default rates and on the components of LGD and EAD.

In addition to the base economic scenario, the group
also provide other possible scenarios along with scenario
weightings. The scenario weightings are determined by a
combination of statistical analysis and expert credit judge-
ment, taking account of the range of possible outcomes
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each chosen scenario is representative of. Following this
assessment, the group measures ECL as either a probability
weighted 12-month ECL (Stage 1), or a probability weighted
lifetime ECL (Stages 2 and 3). Portfolio ECL is determined
by running each scenario through the relevant ECL model
weighted by the appropriate scenario weighting.

Economic variable assumptions

Loans and advances to each customer is tested for statisti-
cal correlation with macro-economic factors from the rele-
vant country where the loan resides. These factors typically
include gross domestic product (“GDP”), exchange rates
(“FX"), consumer product index (“CPI"), Lending Rate, Un-
employment rate, and so forth.

Once the relevant factors are determined, a baseline fore-
cast is constructed with a likelihood of 60% occurrence. The
baseline forecast is independently sourced from market
analysts and is used as is. Next an up/down scenario with
20% probability is constructed based on the historically ob-
served mean and standard deviation of each factor.

Analysis of inputs to the ECL model under multiple eco-
nomic scenarios per geographic regions

To ensure completeness and accuracy, the group obtains
the data used from economists. The following tables set
out the key drivers of expected loss and the assumptions
used for the group’s base case estimate, ECLs based on the
base case, plus the effect of the use of multiple economic
scenarios for the respective geographical segments.

The tables show the values of the key forward looking eco-
nomic variables/assumptions used in each of the economic
scenarios for the ECL calculations. The figures for “Subse-
quent years” represent a long-term average and so are the
same for each scenario.

Average ECL per product category per stage as at 31
December 2020

Payroll loan advances to Stage ECL %

Online loan advances to Stage ECL %

customers 1 2 3
South Africa 1.21% 31.78%  75.67%
Eswatini 1.03% 16.94% 88.47%
Kenya 1.89% 66.37%  78.40%

customers 1 2 3
South Africa 10.45% 50.83%  96.38%
Eswatini 5.29% 25.39%  96.94%

Average ECL per product category per stage as at 31
December 2019

Payroll loan advances to Stage ECL %

customers 1 2 3
South Africa 6.49% 30.19% 77.77%
Eswatini 2.23% 24.13% 87.87%
Kenya 7.26% 52.30% 67.26%

Online loan advances to Stage ECL %

customers 1 2 3
South Africa 548%  43.45% 36.02%
Eswatini 2.21% 14.61% 81.79%

COVID-19 considerations under IFRS 9

IFRS 9 will be thoroughly tested in the next few years while
the pandemic is being absorbed into the business cycle.
The reach and effects of the COVID-19 pandemic are still
being discovered but everyone agrees that virtually all
parts of a business will be impacted. This does not mean
that every industry will endure hardship in the same way,
on the contrary many industries have flourished as a direct
result of the COVID-19 pandemic.

Staying with the theme of IFRS 9, the approach with
COVID-19 is to anticipate potential future shocks to the
economy which can lead to a deterioration of the quality
of assets.

The ability of the credit model to react and prepare for
COVID-19 impacts can be characterised by the following
four points:

« Each quarter the model recalibrates using the most re-
cent payment behaviour which will incorporate any new
trends.

*  Macro-economic forecasts are refreshed each quarter
and any expectation around the impact of COVID-19 is
automatically incorporated in the forward-looking in-
formation via these forecasts.
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+ The model is designed to incorporate qualitative feed-
back from the various credit committees monthly, spe-
cifically where industries and sectors are analysed and
the impact on clients are quantified.

+ Finally, the model has been extended to accommodate
additional overlays to the ECL outputs by allowing for
a sector-based risk adjustment as well as adjustments
on a loan-by-loan basis. This is conducted in the “COVID
Tool” which is owned by management.

Loans with renegotiated terms

The loans with renegotiated terms are loans that have been
restructured due to the deterioration of the financial situa-
tion of the borrower. After restructuring the loan, it remains
in this independent category of satisfactory performance.

During the financial period there were no loans that were
renegotiated with clients.

Write-off policy

Financial assets are written off when the entity has no rea-
sonable expectation of recovery. The group write-off policy
states that a loan with a contractual maturity of more than
1 month will be written off after 365 days of non-payment.
Loans with a contractual maturity of 1 month, are written off
after 180 days of non-payment.

37.9.2. Credit risk impacts

The table below lists other financial assets (excluding cash
and cash equivalents and Loans and advances to custom-
ers) in relation to their past due status.

Neither past

Past due but

Past due but

Past due but

due nor notimpaired notimpaired notimpaired
Group - December 2020 impaired 1-90days 91-360 days >360 days Impaired Total
usD usD usD usb usb uUsD
Other financial assets 438 868 - - - - 438 868
Loans to group companies and ) ) ) ) ) )

related parties

Trade and other receivables 572736 15629 - - 55 586 643 951
1011 604 15 629 - - 55 586 1082819

Neither past Past due but Pastdue but Past due but

due nor notimpaired notimpaired notimpaired
Group - December 2019 impaired 1-90days 91-360 days >360 days Impaired Total

usD usD usb usbD
Other financial assets - - - - - -
Loans to group companies and i i i i i i

related parties

Trade and other receivables 249732 249 047 - - 118 039 616 818
249732 249 047 - - 118 039 616 818

Neither past Past due but Pastduebut Pastdue but

due nor notimpaired notimpaired notimpaired
Company - December 2020 impaired 1-90days 91-360 days >360 days Impaired Total
usD usD usbD usD uUsD usD

Other financial assets

Loans to group companies and
related parties

Trade and other receivables
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Neither past

Past due but

Past due but Past due but

due nor notimpaired notimpaired notimpaired
Company - December 2019 impaired 1-90days 91-360 days >360 days Impaired Total
usD usbD usbD usb

Other financial assets -

Loans to group companies and
related parties

Trade and other receivables -

Loans to group companies and related parties are shown at amortised cost and the recoverability of the loans are assessed

monthly by the various credit committees.

37.9.3. Foreign exchange risk

Foreign exchange risk arises when future commercial trans-
action or recognised assets or liabilities are denominated in
a currency that is not the entity's functional currency. Man-
agement has set up a policy to require the group to manage
its foreign exchange risk against their functional currency if
this risk is realised. At this stage, the company has no signif-
icant foreign exchange exposure.

37.9.4. Concentration risk

Concentration risk is the risk of loss arising from an exces-
sive concentration of exposure to a single counterparty,
an industry, a product, or geographic region. The group
and company’s credit risk portfolio are well diversified. The
group and company’s management approach relies on re-
porting of concentration risk along key dimension and port-
folio limits.

Concentration risk limits are used within the group and com-
pany to ensure that funding diversification is maintained
across products, geographic regions, and counterparties.

Customer concentration

Single highest Top 10 highest

Group customer loans loans
Dec Dec Dec Dec

2020 2019 2020 2019

Loan advances 0.21% 0.13% 1.55% 0.96%

37.9.5. Insurance Risk

Insurance risk is the possibility that the insured event occurs
and that benefit payments and expenses exceed the carry-
ing amount of the insurance liabilities. In such event, the
group would be contractually required to provide additional

capital to maintain the solvency of the investment in the cell
captive arrangement.

Insured events are random, and the value of claims and
benefits will vary from year to year. Statistically, the larger
the portfolio of similar insurance contracts, the smaller the
relative variability of the expected outcome will be.

Similarly, diversification of the portfolio with respect to risk
factors reduces insurance risk. Guardrisk is responsible for
evaluating all retention of risks in terms of statistical and
underwriting disciplines, under mandate set for the cell ar-
rangement.

Factors specifically applicable to the group that aggravate
insurance risk include those arising from a lack of risk diver-
sification in terms of type and amount of risk, geographical
area, and specific industries covered. The group sells not
only credit life insurance products, but also funeral policies
which introduces diversification into the portfolio.

The group manages these risks through its agreement with
Guardrisk. The main risks to which the group is exposed to
include:

* Mortality, and morbidity risks (the risk that actual expe-
rience in respect of the rates of mortality and morbidity
may be higher than that assumed in pricing and valua-
tion varies, depending on the terms of different prod-
ucts).

* Expense risk (there is a risk that the entity may experi-
ence a loss due to actual expenses being higher than
that assumed when pricing and valuing policies).

* Business volume risk (the risk that the entity may not sell
sufficient volumes of new business to meet the expens-
es associated with distribution and administration).
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* Business volume risk (the risk that the entity may not
sell sufficient volumes of new business to meet the
expenses associated with distribution and administra-
tion).

+ Life underwriting risk (risk include mortality risk, lapse
risk, retrenchment risk, life catastrophe risk).

These risks are mitigated through the cell captive arrange-
ments with Guardrisk, which is experienced in the profes-
sional insurance and financial management of insurance
contracts and has a proven track record that can be relied on.

In determining the value of insurance liabilities, assump-
tions need to be made regarding future rates of mortality
and morbidity, termination rates, expenses, and invest-
ment performance. The investment in insurance assets is
more sensitive to the rates of mortality and termination
applied in the valuation of the underlying insurance liabil-
ities. The assumptions are informed by Guardrisk's broad
and extensive industry level insight and experience and are

assessed annually.

The uncertainty of these rates may result in actual experi-
ence being different from that assumed and hence actual
cash flows being different from those projected. In the ex-
treme, actual claims and benefits may exceed the liabilities.
The risk is mitigated to an extent through the extensive use
of reinsurance and the addition of compulsory and discre-
tionary margins.

Discretionary margins are applied where the prescribed
compulsory margins are deemed insufficient in a particular
case in relation to prevailing uncertainty, specifically where
there is evidence of moderate to extreme variation in expe-
rience or lack of performance history does not present suf-
ficient claims data to accurately determine the insurance
liabilities. The risks arising from the sensitivity of these as-
sumptions are mitigated further through governance and
oversight applied by the board of directors.

Net debt Group Company
Dec-20 Dec-19 Dec-20 Dec-19
Cash and cash equivalents 2107 279 883 504 332036 -
Borrowings - repayable within one year (including overdraft) (1 555 390) (1438 083) (1 004 441) -
Borrowings - repayable after one year (5911 821) (6202 741) - -
(5359 932) (6 757 320) (672 405) -
Cash and liquid investments 2107 279 883504 332036 -
Gross debt - fixed interest rates (7 467 211) (7 640 824) (1004 441) -
(5359 932) (6 757 320) (672 405) -

Cash / bank Borrow due Borrow due
Group overdraft within 1year after 1 year Total
Opening balance as at 01 Jan 2020 883 504 (1438 083) (6202 741) (6 757 320)
Cashflows 1223775 1069 355 (738 404) 1554726
Other non-cash movements - (438 880) (282 214) (721 094)
Impact of currency translation - 271338 292 417 563 755
New terms - (1019121) 1019121 -
2107 279 (1555 391) (5911 821) (5 359 933)
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Grou Cash / bank Borrow due Borrow due Total
P overdraft  within 1 year after 1 year
Opening balance as at 01 July 2019 - - - -
Cashflows - - - -
Other non-cash movements - - - -
Acquisition of subsidiaries 883 504 (1438 083) (6202 741) (6 757 320)
Reclassified as held for sale - -
Debt to equity conversion - -
883 504 (1438 083) (6202 741) (6 757 320)
Cash / bank Borrow due Borrow due
Company overdraft within 1year after 1 year Total
Opening balance as at 01 Jan 2020 - - - -
Cashflows 332036 (978 746) - (646 710)
Other non-cash movements - (25 695) - (25 695)
New terms - - - -
332036 (1004 441) - (672 405)
38. Commitments
Group Company
Amounts in USD Dec-20 Dec-19 Dec-20 Dec-19
Minimum lease payments due: - - - -
Within one year 111 936 100972 - -
More than one year and less than five years 265037 285659 - -
More than five years - - - -
Total 376 973 386 631 - -
Lease payments represent lease commitments on the various vehicles leased by the group.
39. Directors’ emoluments and key management
Executive -December 2020
Amounts in USD Emoluments Bonusses Total
Executive — December 2019
Amounts in USD Emoluments Bonusses Total
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40. Subsequent events

40.1. COVID-19 Pandemic

The COVID-19 pandemic spread rapidly in 2020 which spread has continued in 2021 with a significant number of cases.
Measures taken by various governments to contain the virus have affected economic activity. The group has taken several
measures to monitor and mitigate the effects of COVID-19, such as safety and health measures for our people (including
strictly enforcing social distancing and remote working arrangements).

The treat of a third wave of infections remains a high probability. The possibility of further lockdowns therefore remains,
which could result in the economy taking significant strain during this time with the possibility of further retrenchments
increasing, temporary employee layoffs, and reduced employee wages materially impacting the livelihood of many house-
holds.

This has a continued direct impact on the collectability of loans already in issue as the client’s ability to meet monthly instal-
ments is placed under pressure. Management previously implemented the necessary measures to support clients through
payment holidays and reduced monthly instalments to ensure the collectability of loans, and this will continue should
additional waves occur.

The group, through its fintech offering, can continue operating remotely with all business units able to operate autono-
mously and remotely, allowing for seamless business continuation.

To reduce irresponsible borrowing during the COVID-19 pandemic and over indebting consumers, credit criteria to apply
for a personal loan was tightened to deal with the shift in data points available and to make effective credit decisions, in-
cluding introducing psychometric scores. This has reduced the quantity of applications but has, however, maintained the
quality of clients that are able to uphold their credit agreements monthly.

40.2. Company

After 31 December 2020, the Board of Directors of Finclusion Africa Holdings Limited approved and concluded an asset and
liability purchase agreement between Virtual Financial Inclusion Ltd (as the seller) and Finclusion Africa Holdings Limited
(the purchaser).

Effective 1 January 2021, Finclusion Africa Holdings acquired the assets and liabilities of Virtual Financial Inclusion Ltd.
All the business assets and liabilities were effectively ceded and assigned to the Finclusion Africa Holdings Limited, with all

accompanying rights and respective obligations with respect to these assets and liabilities in a roll-up merger. Purchase
consideration was equal to net asset value of Virtual Financial Inclusion Ltd as at 31 December 2020.
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