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DIRECTORS’ REPORT

In accordance with a resolution of the board of directors, the
directors herewith submit the statement of financial position of
South Pacific Business Development Microfinance (Fiji) Pte (Ltd)
(the company) as at 31 December 2019, the related statement of
profit or loss and other comprehensive income, statement of changes
in equity and statement of cash flows for the year then ended on
that date and report as follows:

Directors

The names of the directors in office at the date of this report
are:

Gregory F Casagrande Elrico Munoz Peter Lowing Jim Young
Principal Activities

The principal activities of the company during the year were to
provide financial assistance to economically disadvantaged people
particularly women who cannot easily access savings and loan
products from traditional banks and maintaining money savings
account.

There were no significant changes in the nature of these
activities during the financial year.

Results

The profit after income tax for the year was $785,434 (2018:
$543,460).

Dividends

The directors recommend that no amounts be paid by way of
dividends for the year ended 31 December 2019.

Going Concern Basis of Accounting

Notwithstanding the recent novel coronavirus (COVID-19) outbreak
and significant economic uncertainties resulting there from and
company’s net liability position and accumulated losses, the
financial statements have been prepared on a going concern basis.
The directors consider the application of the going concern
principle to be appropriate in the preparation of the financial
statements on the basis that the company will continue to receive
financial support and other ongoing support from the founder of the
company and the holding company, South Pacific Business Development
Microfinance Holdings (Singapore) Pte Limited and lenders of the
company which will enable the company to meet its funding
requirements for operations and to meet its obligations as and when
they fall due.

Furthermore, the directors believe that the company has plans
and strategies to generate adequate profit and cash flows from its
operations, and together with the financial and other support of
the founder of the company and the holding company and lenders of
the company, the company will be able to continue in operation for
at least 12 months from the date of this financial statements and
the classification and carrying amounts of assets and liabilities
as stated in these financial statements are appropriate.

Current and Non-Current Assets

Prior to the completion of the company’s financial statements,
the directors took reasonable steps to ascertain whether any
current and non-current assets were unlikely to realise in the
ordinary course of business their values as shown in the accounting
records of the company. Where necessary, these assets have been
written down or adequate allowance has been made to bring the
values of such assets to an amount that they might be expected to
realise. As at the date of this report, the directors are not aware
of any circumstances, which would render the values attributed to
current and non-current assets in the company's financial
statements misleading.
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DIRECTORS’ REPORT [CONT’D] Bad Debts and Allowance for
Impairment Loss Prior to the completion of the company’s financial
statements, the directors took reasonable steps to ascertain that
action has been taken in relation to writing off of loan loss and
the making of allowance for impairment loss. In the opinion of the
directors and the management, adequate allowance has been made for
loan loss. As at the date of this report, the directors are not
aware of any circumstances, which would render the amount written
off for impairment loss, or the allowance for impairment loss in
the company, inadequate to any substantial extent. Unusual
Transactions In the opinion of the directors, the results of the
operations of the company during the financial year were not
substantially affected by any item, transaction or event of a
material unusual nature, nor has there arisen between the end of
the financial year and the date of this report any item,
transaction or event of a material unusual nature likely, in the
opinion of the directors, to affect substantially the results of
the operations of the company in the current financial year. Events
Subsequent to Balance Date The novel coronavirus (COVID-19)
outbreak developed subsequent to the year end presents a
significant challenge for Fiji and many countries including main
trading partners of Fiji. The lock-down of areas, stoppage of the
passenger interisland vessels and nationwide curfew and other
Government measures to isolate areas and restrict movements will
have an impact on carrying the regular field and branch operations
of the company. Based on the period for which the situation
continues, the company will be taking required actions as the
situation may demand. The company do foresee certain level of
impact on the planned business growth, revenue and profitability
depending on how long the situation continues. At this stage, the
financial statements do not reflect uncertain financial
implications, if any, arising in future from this situation. Apart
from the above, no matters or circumstances have arisen since the
end of the financial year which would require adjustments to, or
disclosure in the financial statements. Other Circumstances As at
the date of this report: (i) no charge on the assets of the company
has been given since the end of the financial year to secure

the liabilities of any other person; (ii) no contingent
liabilities have arisen since the end of the financial year for
which the company

could become liable; and (iii) no contingent liabilities or
other liabilities of the company have become or are likely to
become

enforceable within the period of twelve months after the end of
the financial year which, in the opinion of the directors, will or
may substantially affect the ability of the company to meet its
obligations as and when they fall due.

As at the date of this report, the directors are not aware of
any circumstances that have arisen, not otherwise dealt with in
this report or the company's financial statements, which would make
adherence to the existing method of valuation of assets or
liabilities of the company misleading or inappropriate.
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DIRECTORS’ REPORT [CONT’D] Directors' Benefits Since the end of
the previous financial year, no directors have received or become
entitled to the benefit (other than those included in the aggregate
amount of emoluments received or due and receivable by directors
shown in the financial statements or received as the fixed salary
of a full-time employee or of a related corporation) by reason of a
contract made by the company or by a related corporation with the
director or with a firm of which he is a member, or with a company
in which he has a substantial financial interest. For and on behalf
of the board and in accordance with a resolution of the board of
directors.

Dated this day of April 2020.

............................................
........................................ Director Director

9th
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DIRECTORS’ DECLARATION The declaration by directors is required
by the Companies Act, 2015. The directors of the company have made
a resolution that declares: a) In the opinion of the directors, the
financial statements of the company for the financial year

ended 31 December 2019: i. comply with the International
Financial Reporting Standards and give a true and fair view

of the financial position of the company as at 31 December 2019
and of the performance and cash flows of the company for the year
ended 31 December 2019; and

ii. have been prepared in accordance with the Companies Act,
2015;

b) The directors have received independence declaration by
auditors as required by Section 395

of the Companies Act, 2015; and c) At the date of this
declaration, in the opinion of the directors, there are reasonable
grounds to

believe that the company will be able to pay its debts as and
when they become due and payable.

For and on behalf of the board and in accordance with a
resolution of the board of directors. Dated this day of April 2020.
............................................
........................................ Director Director

9th
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Page 6 AUDITOR’S INDEPENDENCE DECLARATION TO THE DIRECTORS OF SOUTH
PACIFIC BUSINESS DEVELOPMENT MICROFINANCE (FIJI) PTE (LTD) As
auditor for the audit of South Pacific Business Development
Microfinance (Fiji) Pte (Ltd) for the financial year ended 31
December 2019, I declare to the best of my knowledge and belief,
there have been: (a) no contraventions of the auditor independence
requirements of the Companies Act, 2015 in

relation to the audit; and (b) no contraventions of any
applicable code of professional conduct in relation to the audit.
Wathsala Suraweera Partner Suva, Fiji

BDO CHARTERED ACCOUNTANTS 9 April 2020
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INDEPENDENT AUDITOR’S REPORT Page 7 To the Shareholders of South
Pacific Business Development Microfinance (Fiji) Pte (Ltd) Report
on the Audit of the Financial Statements Opinion We have audited
the financial statements of the South Pacific Business Development
Microfinance (Fiji) Pte (Ltd) (the company), which comprise the
statement of financial position as at 31 December 2019, and the
statement of profit or loss and other comprehensive income,
statement of changes in equity and statement of cash flows for the
year then ended, and notes to the financial statements, including a
summary of significant accounting policies. In our opinion, the
accompanying financial statements give a true and fair view of the
financial position of the company as at 31 December 2019, and of
its financial performance and its cash flows for the year then
ended in accordance with International Financial Reporting
standards (IFRS). Basis for Opinion We conducted our audit in
accordance with International Standards on Auditing (ISA). Our
responsibilities under those standards are further described in the
Auditor’s Responsibilities for the Audit of the Financial
Statements section of our report. We are independent of the company
in accordance with the International Ethics Standards Board for
Accountant’s Code of Ethics for Professional Accountants (IESBA
Code) together with the ethical requirements that are relevant to
our audit of the financial statements in Fiji and we have fulfilled
our other ethical responsibilities in accordance with these
requirements and the IESBA Code. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis
for our opinion. Other Information

The management and directors are responsible for the other
information. The other information comprises of the information
included in the directors’ report but does not include the
financial statements and the auditor’s 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 during the
audit, or otherwise appears to be materially misstated. If, based
on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report
that fact. We have nothing to report in this regard.
Responsibilities of the Management and Directors for the Financial
Statements The management and directors are responsible for the
preparation and fair presentation of the financial statements in
accordance with IFRS and the Companies Act, 2015, and for such
internal control as the management and directors determine is
necessary to enable the preparation of financial statements that
are free from material misstatement, whether due to fraud or
error.


	
INDEPENDENT AUDITOR’S REPORT [CONT’D] Page 8 To the Shareholders
of South Pacific Business Development Microfinance (Fiji) Pte (Ltd)
(Cont’d) Responsibilities of the Management and Directors for the
Financial Statements (Cont’d)

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

The management and directors are responsible for overseeing 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 ISA will always detect a material
misstatement when it exists. Misstatements can arise from fraud and
error and are considered material if, individually or in aggregate,
they could reasonably be expected to influence the economic
decisions of users taken on the basis of the financial
statements.

As part of an audit in accordance with ISA, we exercise
professional judgement 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 company’s internal control.

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

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

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

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

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


	
INDEPENDENT AUDITOR’S REPORT [CONT’D] Page 9 To the Shareholders
of South Pacific Business Development Microfinance (Fiji) Pte (Ltd)
(Cont’d) Report on Other Legal and Regulatory Requirements In our
opinion, the financial statements have been prepared in accordance
with the requirements of the Companies Act 2015 in all material
respects, and; a) we have been given all information, explanations
and assistance necessary for the conduct of the

audit; and b) the company has kept financial records sufficient
to enable the financial statements to be prepared

and audited. BDO CHARTERED ACCOUNTANTS Wathsala Suraweera
Partner Suva, Fiji 9 April 2020
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STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME FOR
THE YEAR ENDED 31 DECEMBER 2019

Notes 2019 2018

Financial Income Development fee $ 281,295 228,455 Interest on
loans 2,612,698 2,066,178 Membership fee 522,771 558,006
Resignation fee 15,861 9,130 Savings withdrawal and maintenance fee
217,946 7,478

Total financial income 3,650,571 2,869,247

Financial Expenses Bank charges (43,081) - Guarantee fees
(35,255) - Impairment loss on loans (83,202) (24,022) Impairment
loss on other receivables (16,526) - Interest on lease liabilities
(50,799) - Interest and other financial charges on borrowed funds
(579,830) (560,495) Interest on savings deposits (47,880)
(34,139)

Total financial expenses (856,573) (618,656)

Net financial income 2,793,998 2,250,591 Other operating income
6 290,603 386,403

Total operating income 3,084,601 2,636,994 Administration and
operating expenses 7 (2,378,115) (2,093,534)

Operating profit before income tax 706,486 543,460 Income tax
benefit 8 (a) 78,948 -

Profit for the year 785,434 543,460 Other comprehensive income -
-

Total comprehensive income for the year $ 785,434 543,460

The above statement of profit or loss and other comprehensive
income should be read in conjunction with the accompanying
notes.
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STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 31 DECEMBER
2019 Share Capital Accumulated

Losses Total

$ $ $ Balance as at 1 January 2018 2,806,876 (5,871,910)
(3,065,034) Impact of adjustment on initial application of IFRS 9 -
(46,899) (46,899)

Adjusted balance at 1 January 2018 2,806,876 (5,918,809)
(3,111,933) Comprehensive income Profit for the year - 543,460
543,460 Other comprehensive income - - -

Total comprehensive income for the year - 543,460 543,460

Balance as at 31 December 2018 2,806,876 (5,375,349) (2,568,473)
Comprehensive income Profit for the year - 785,434 785,434 Other
comprehensive income - - -

Total comprehensive income for the year - 785,434 785,434

Balance as at 31 December 2019 2,806,876 (4,589,915)
(1,783,039)

The above statement of changes in equity should be read in
conjunction with the accompanying notes.
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STATEMENT OF FINANCIAL POSITION AS AT 31 DECEMBER 2019 Notes
2019 2018

CURRENT ASSETS Cash on hand and at bank $ 935,085 87,421 Loan
portfolio outstanding 10 7,259,808 6,109,355 Receivables 11 138,013
228,631 Inventory 32,146 22,832

Total current assets 8,365,052 6,448,239

NON-CURRENT ASSETS Other investment 16 500,000 - Deferred tax
asset 8 (b) 78,948 - Right-of-use assets 17 624,147 - Plant,
equipment and fixtures 12 127,912 146,250

Total non-current assets 1,331,007 146,250

TOTAL ASSETS 9,696,059 6,594,489

CURRENT LIABILITIES Clients’ savings deposits 13 3,491,753
3,201,005 Payables 14 503,712 409,283 Provisions 15 63,776 52,212
Lease liability 17 137,108 - Borrowings 18 3,061,553 2,855,292

Total current liabilities 7,257,902 6,517,792

NON-CURRENT LIABILITIES Lease liability 17 522,699 - Borrowings
18 3,698,497 2,645,170

Total non-current liabilities 4,221,196 2,645,170

TOTAL LIABILITIES 11,479,098 9,162,962

NET LIABILITIES (1,783,039) (2,568,473)

SHAREHOLDERS’ FUND Share capital 19 2,806,876 2,806,876
Accumulated losses (4,589,915) (5,375,349)

TOTAL SHAREHOLDERS’ FUND DEFICIT $ (1,783,039) (2,568,473)

The above statement of financial position should be read in
conjunction with the accompanying notes. For and on behalf of the
board and in accordance with a resolution of the directors.
…………………………………………… …………………………………………… Director Director
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STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 31 DECEMBER 2019 2019
2018 Inflows / Inflows / (Outflows) (Outflows)

Cash flows from operating activities Interest, development, loan
and other fees received $ 3,931,581 3,200,811 Loans to clients and
staff (12,219,950) (9,804,400) Repayments from clients and staff
11,092,122 8,490,310 Client savings deposit, net 242,868 1,153,230
Payments to suppliers, employees and members (2,163,779)
(1,824,468) Interest and other financial charges paid on loans
(630,880) (576,174)

Net cash generated from operating activities 251,962 639,309

Cash flows from investing activities Payments for plant,
equipment and fixtures (55,072) (48,687) Payment for term deposit
(500,000) - Proceeds from sale of fixed asset 275 4,127

Net cash used in investing activities (554,797) (44,560)

Cash flows from financing activities Payment for lease liability
(120,377) - Proceeds from / (repayment to) related entities, net
717,506 (837,525) Proceeds from term loans 1,690,655 829,821
Repayment of term loans (1,137,287) (1,076,571)

Net cash provided by /(used in) financing activities 1,150,499
(1,084,275)

Net increase / (decrease) in cash and cash equivalents 847,664
(489,526) Cash and cash equivalents at the beginning of the year
87,421 576,947

Cash and cash equivalents at the end of the year (Note 9) $
935,085 87,421

The above statement of cash flows should be read in conjunction
with the accompanying notes.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER
2019

NOTE 1. GENERAL INFORMATION

a) Corporate information

South Pacific Business Development Microfinance (Fiji) Pte (Ltd)
(SPBD) is a company incorporated and domiciled in Fiji.

The registered office and principal place of business of the
company is located at Bidesi Building, 250 Waimanu Road, Suva.

b) Principal Activities

The principal activities of the company during the year were to
provide financial assistance to economically disadvantaged people
particularly women who cannot easily access savings and loan
products from traditional banks and maintaining money savings
account.

There were no significant changes in the nature of these
activities during the financial year.

NOTE 2. BASIS OF PREPARATION

a) Basis of Preparation

The financial statements have been prepared on the basis of
historical cost convention. Cost is based on the fair values of the
consideration given in exchange for assets.

In the application of International Financial Reporting
Standards (IFRS), management is required to make judgments,
estimates and assumptions about carrying values of assets and
liabilities that are not readily apparent from other sources. The
estimates and associated assumptions are based on historical
experience and various other factors that are believed to be
reasonable under the circumstance, the results of which form the
basis of making the judgments. Actual results may differ from these
estimates.

The estimates and underlying assumptions are reviewed on an
ongoing basis. Revisions to accounting estimates are recognized in
the period in which the estimate is revised if the revision affects
only that period, or in the period of the revision and future
periods if the revision affects both current and future periods.
Judgements made by management in the application of IFRS that have
significant effects on the financial statements and estimates with
a significant risk of material adjustments in the next year are
disclosed, where applicable, in the relevant notes to the financial
statements.

The areas involving higher degree of judgment or complexity, or
areas where assumptions and estimates are critical to the financial
statements are disclosed in Note 5.

b) Statement of Compliance

The financial statements have been prepared in accordance with
International Financial Reporting Standards (‘IFRS’) and in
compliance with the requirements of the Companies Act, 2015.

The financial statements have also been prepared in accordance
with the Disclosure Guidelines for financial reporting by
Microfinance Institutions whereby guidelines are voluntary norms
recommended by a group of international donors under the
Consultative Group to Assist the Poor (CGAP) and by the members of
the Social Enterprise Education and Promotion Network (SEEP).

c) Going Concern Basis of Accounting

Notwithstanding the recent novel coronavirus (COVID-19) outbreak
and significant economic uncertainties resulting there from and the
company’s net liability position and accumulated losses, the
financial statements have been prepared on a going concern basis.
The directors consider the application of the going concern
principle to be appropriate in the preparation of the financial
statements on the basis that the company will continue to receive
financial support and other ongoing support from the founder of the
company and holding company, South Pacific Business Development
Microfinance Holdings (Singapore) Pte Limited and lenders of the
company which will enable the company to meet its funding
requirements for operations and to meet its obligations as and when
they fall due.
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NOTES TO THE FINANCIAL STATEMENTS [CONT’D] FOR THE YEAR ENDED 31
DECEMBER 2019 NOTE 2. BASIS OF PREPARATION (CONT’D) c) Going
Concern Basis of Accounting (Cont’d) Furthermore, the directors
believe that the company has plans and strategies to generate
adequate profit and cash flows from its operations, and together
with the financial and other support of the founder of the company,
holding company and lenders of the company, the company will be
able to continue in operation for at least 12 months from the date
of this financial statements and the classification and carrying
amounts of assets and liabilities as stated in these financial
statements are appropriate. d) Comparatives Where necessary,
amounts relating to prior years have been reclassified to
facilitate comparison and achieve consistency in disclosure with
current year amounts. e) Changes in Accounting Policies Except for
the changes below, the company has consistently applied the
accounting policies to all periods presented in these financial
statements. New Standards Applied by the Entity –IFRS 16 – Leases
The company has adopted IFRS 16 Leases with a date of initial
application of 1 January 2019. As a result, the company has changed
its accounting policy for lease contracts as detailed below. The
company applied IFRS 16 using the modified retrospective approach,
under which the cumulative effect of initial application is
recognised in retained earnings as at 1 January 2019. The details
of the changes in accounting policies are disclosed below. i.
Definition of a lease

Previously, the company determined at contract inception whether
an arrangement is or contains a lease under IFRIC 4. Under IFRS 16,
the company assesses whether a contract is or contains a lease
based on the definition of a lease, as explained in Note 3(f). On
transition to IFRS 16, the company elected to apply the practical
expedient to “grandfather” the assessment of which transactions are
leases. It applied IFRS 16 only to contracts that were previously
identified as leases. Contracts that were not identified as leases
under IAS 17 and IFRIC 4 were not reassessed for whether there is a
lease. Therefore, the definition of a lease under IFRS 16 was
applied only to contracts entered into or changed on or after 1
January 2019. ii. As a lessee

As a lessee, the company previously classified leases as
operating lease or finance lease based on its assessment of whether
the lease transferred significantly all of the risks and rewards
incidental to ownership of the underlying asset. Under IFRS 16, the
company recognises right-of-use assets and lease liabilities for
all leases except for short term leases– i.e. these leases are on
statement of financial position. For leases of other assets, which
were classified as operating under IAS 17, the company recognised
right-of-use assets and lease liabilities with date of initial
application of 1 January 2019.
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NOTES TO THE FINANCIAL STATEMENTS [CONT’D] FOR THE YEAR ENDED 31
DECEMBER 2019 NOTE 2. BASIS OF PREPARATION (CONT’D) e) Changes in
Accounting Policies (Cont’d) ii. As a lessee (cont’d) Leases
classified as operating leases under IAS 17 At transition, lease
liabilities were measured at the present value of the remaining
lease payments, discounted at the company’s incremental borrowing
rate as at 1 January 2019. Right-of-use assets are measured at an
amount equal to the lease liability, adjusted by the amount of any
prepaid or accrued lease payments. The company used the following
practical expedients when applying IFRS 16 to leases previously
classified as operating leases under IAS 17. • Excluded initial
direct costs from measuring the right-of-use asset at the date of
initial

application. • Used hindsight when determining the lease term if
the contract contains options to extend or

terminate the lease. iii. As a lessor The company is not
required to make any adjustments on transition to IFRS 16 for
leases in which it acts as a lessor, except for a sub-lease.

Under IFRS 16, the company is required to assess the
classification of a sub-lease with reference to the right-of-use
asset, not the underlying asset. On transition, the company
reassessed the classification of a sub-lease contract previously
classified as an operating lease under IAS 17. The company
concluded that the sub-lease continues to be classified operating
lease under IFRS 16 and thus there has been no impact on transition
to IFRS 16 in relation to sub-lease. iv. Impacts on financial
statements

On transition to IFRS 16, the company recognised an additional
$780,184 of right-of-use assets and $780,184 of lease liabilities.
When measuring lease liabilities, the company discounted lease
payments using its incremental borrowing rate at 1 January 2019.
The weighted-average rate applied is 7%. $

Operating lease commitment at 31 December 2018 as disclosed in
the company’s financial statements (note 20)

465,251

Discounted using the incremental borrowing rate at 1 January
2019 (44,074) Extension and termination options reasonably certain
to be exercised 359,007

Lease liabilities recognised at 1 January 2019 (note 17)
780,184

New standards, amendments, annual improvements and
interpretation that have been issued but are not mandatorily
effective as at 31 December 2019 Certain new standards, amendments
and interpretation have been issued by IASB that are effective in
future accounting periods and have not been adopted early in these
financial statements, will or may have an effect on the company's
future financial statements. The company intends to adopt these
standards, amendments and interpretation if applicable, when they
become effective.
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NOTES TO THE FINANCIAL STATEMENTS [CONT’D] FOR THE YEAR ENDED 31
DECEMBER 2019 NOTE 3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The principle accounting policies adopted in the preparation of
these financial statements are set out below. These policies have
been consistently applied to all the years presented, unless
otherwise stated. (a) Revenue Recognition Revenues are presented as
financial income in the statement of profit or loss and other
comprehensive income which is comprised of income generated from
providing financial services to its target clientele. The main
sources of financial income are: (i) Interest income on loans In
accordance with the Disclosure Guidelines for Financial Reporting
of Microfinance Institutions, interest income on loans is
recognised using a cash-based method where they are recognised at
the time they are received. Hence, if the loan (with the interest)
is paid before it is due, then the interest income is recognised at
the time of collection, whereas if the loan (with the interest) is
in arrears then no interest income is recognised. (ii) Development
fees The company charges a fee on the principal loan amount for
group and SME loans to be used to cover the cost of training
clients, loan evaluation and monitoring. The company charges a fee
of 2.5% on the principal amount for group loans and 3.5% on SME
loans. This fee is deducted from the loan proceeds, and are
recognised in the period received. (iii) Membership fee The annual
membership fee for new members have been categorised into four
levels in charging membership fee for the year as follows:

Date of Entry of New Member Amount

($)

1 January – 31 March 100

1 April – 30 June 75

1 July – 30 September 50

1 October – 31 December 25

Annual membership fee for the succeeding year for existing
members is $75. Membership fees are non-refundable and recognised
as income at the time they are received. The renewal of membership
is on an annual basis before 30 November of the relevant financial
year. (iv) Savings withdrawal and maintenance fee Until March 2019,
a fee of $2 was charged to members upon withdrawal of their savings
and recognised in the period received. Effective from 1 January
2019, a fee of $2 is charged by the company to its members every
month from their savings accounts and are recognised in the period
received. (b) Foreign Currency Translation Functional and
presentation currency The company operates in Fiji and hence its
financial statements are presented in Fiji dollars, which is the
company's functional and presentation currency.
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NOTES TO THE FINANCIAL STATEMENTS [CONT’D] FOR THE YEAR ENDED 31
DECEMBER 2019 NOTE 3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONT’D) (b) Foreign Currency Translation (Cont’d) Transactions and
balances Foreign currency transactions are translated into the
Fijian currency using the exchange rates prevailing at the dates of
the transactions. Foreign exchange gains and losses resulting from
the settlement 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.

(c) Inventories Inventories comprising of financial statement
booklets and stationeries are valued at cost. Costs have been
assigned to inventory quantities on hand at balance date on a
first–in first-out basis. Cost includes expenses incurred in
acquiring the inventories and bringing them to their existing
condition and location. Provision for inventory obsolescence are
raised based on a review of inventories. Inventories considered
obsolete or un-saleable are written off in the year in which they
are identified.

(d) Income Tax

Income tax expense represents the sum of the tax currently
payable and deferred tax. Current Tax The current income tax charge
is calculated on the basis of the tax laws enacted or substantively
enacted at the balance date. Management periodically evaluates
positions taken in tax returns with respect to situations in which
applicable tax regulations is subject to interpretation and
establishes provisions where appropriate on the basis of amounts
expected to be paid to the tax authorities. Deferred Tax Deferred
tax is accounted for using the balance sheet liability method in
respect of temporary differences arising from differences between
the carrying amount of assets and liabilities in the financial
statements and the corresponding tax base of those items. In
principle, deferred tax liabilities are recognised for all taxable
temporary differences. Deferred tax assets are recognised to the
extent that it is probable that sufficient taxable amounts will be
available against which deductible temporary differences or unused
tax losses and tax offsets can be utilised. However, deferred tax
assets and liabilities are not recognised if the temporary
differences giving rise to them arise from the initial recognition
of assets and liabilities (other than as a result of a business
combination) which affects neither taxable profit nor accounting
profit. Deferred tax assets and liabilities are measured at the tax
rates that are expected to apply to the periods when the asset and
liability giving rise to them are realised or settled, based on tax
rates and tax laws that have been enacted or substantively enacted
by reporting date. The measurement of deferred tax liabilities and
assets reflects the tax consequences that would follow from the
manner in which the company expects, at the reporting date, to
recover or settle the carrying amount of its assets and
liabilities. Current and deferred tax for the period Current and
deferred tax is recognised as an expense or income in the statement
of profit or loss, except when it relates to items credited or
debited directly to equity, in which case the deferred tax is
recognised in equity through other comprehensive income.
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NOTES TO THE FINANCIAL STATEMENTS [CONT’D] FOR THE YEAR ENDED 31
DECEMBER 2019 NOTE 3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONT’D) (e) Property, Plant and Equipment Property, plant and
equipment is stated at historical cost less accumulated
depreciation and any impairment loss. Historical cost includes
expenditure that is directly attributable to the acquisition and
installation of the items. Subsequent costs are included in the
asset’s carrying amount or recognised as a separate asset, as
appropriate, only when it is probable that future economic benefits
associated with the item will flow to the company and the cost of
the item can be measured reliably. The carrying amount of the
replaced part is de-recognised. All other repairs and maintenance
are charged to the statement of profit or loss during the financial
year in which they are incurred. Depreciation is calculated so as
to write off the net cost of property, plant and equipment over its
expected useful life. The principal annual rates employed are as
follows: Leasehold improvements 50% (2 years) Furniture and
fittings 20% (5 years) Motor vehicles 20% - 33% (3 - 5 years)
Computer equipment & peripherals 33% (3 years) Office equipment
20% (2 years) Software and electronics system 33% (3 years)

Profits and losses on disposal of property, plant and equipment
are taken into account in determining the results for the year. (f)
Leases

The company has applied IFRS 16 using the modified retrospective
approach and therefore the comparative information has not been
restated and continues to be reported under IAS 17 and IFRIC 4. The
details of accounting policies under IAS 17 and IFRIC 4 are
disclosed separately if they are different from those under IFRS
16. Policy applicable from 1 January 2019 At inception of a
contract, the company assesses whether a contract is, or contains,
a lease. A contract is, or contains, a lease if the contract
conveys the right to control the use of an identified asset for a
period of time in exchange for consideration. To assess whether a
contract conveys the right to control the use of an identified
asset, the company assesses whether:

the contract involves the use of an identified asset – this may
be specified explicitly or implicitly, and should be physically
distinct or represent substantially all of the capacity of a
physically distinct asset. If the supplier has a substantive
substitution right, then the asset is not identified;

the company has the right to obtain substantially all of the
economic benefits from use of the asset throughout the period of
use; and

the company has the right to direct the use of the asset. The
company has this right when it has the decision-making rights that
are most relevant to changing how and for what purpose the asset is
used. In rare cases where the decision about how and for what
purpose the asset is used is predetermined, the company has the
right to direct the use of the asset if either:

- the company has the right to operate the asset; or

- the company designed the asset in a way that predetermines how
and for what purpose it will be used.
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NOTES TO THE FINANCIAL STATEMENTS [CONT’D] FOR THE YEAR ENDED 31
DECEMBER 2019

NOTE 3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

(f) Leases (Cont’d)

Policy applicable from 1 January 2019 (cont’d)

This policy is applied to contracts entered into, or changed, on
or after 1 January 2019. At inception or on reassessment of a
contract that contains a lease component, the company allocates the
consideration in the contract to each lease component on the basis
of their relative stand-alone prices.

However, for the leases of land and buildings in which it is a
lessee, the company has elected not to separate non-lease
components and account for the lease and non-lease components as a
single lease component.

Policy applicable as a lessee

The company recognises a right-of-use asset and a lease
liability at the lease commencement date. The right-of-use asset is
initially measured at cost, which comprises the initial amount of
the lease liability adjusted for any lease payments made at or
before the commencement date, plus any initial direct costs
incurred and an estimate of costs to dismantle and remove the
underlying asset or to restore the underlying asset or the site on
which it is located, less any lease incentives received.

The right-of-use asset is subsequently depreciated using the
straight-line method from the commencement date to the earlier of
the end of the useful life of the right-of-use asset or the end of
the lease term. The estimated useful lives of right-of-use assets
are determined on the same basis as those of property and
equipment. In addition, the right-of-use asset is periodically
reduced by impairment losses, if any, and adjusted for certain
remeasurements of the lease liability.

The lease liability is initially measured at the present value
of the lease payments that are not paid at the commencement date,
discounted using the interest rate implicit in the lease or, if
that rate cannot be readily determined, the company’s incremental
borrowing rate. Generally, the company uses its incremental
borrowing rate as the discount rate.

Lease payments included in the measurement of the lease
liability comprise the following:

fixed payments, including in-substance fixed payments;

variable lease payments that depend on an index or a rate,
initially measured using the index or rate as at the commencement
date;

amounts expected to be payable under a residual value guarantee;
and

the exercise price under a purchase option that the company is
reasonably certain to exercise, lease payments in an optional
renewal period if the company is reasonably certain to exercise an
extension option, and penalties for early termination of a lease
unless the company is reasonably certain not to terminate
early.

The lease liability is measured at amortised cost using the
effective interest method. It is remeasured when there is a change
in future lease payments arising from a change in an index or rate,
if there is a change in the company’s estimate of the amount
expected to be payable under a residual value guarantee, or if the
company changes its assessment of whether it will exercise a
purchase, extension or termination option.

When the lease liability is remeasured in this way, a
corresponding adjustment is made to the carrying amount of the
right-of-use asset, or is recorded in profit or loss if the
carrying amount of the right-of use asset has been reduced to
zero.

The company presents right-of-use assets and lease liabilities
as separate line item in the statement of financial position.
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NOTES TO THE FINANCIAL STATEMENTS [CONT’D] FOR THE YEAR ENDED 31
DECEMBER 2019 NOTE 3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONT’D) (f) Leases (Cont’d) Short-term leases and leases of
low-value assets The company has elected not to recognise
right-of-use assets and lease liabilities for short-term leases
that have a lease term of 12 months or less and leases of low-value
assets. The company recognises the lease payments associated with
these leases as an expense on a straight-line basis over the lease
term. Assets held under other leases were classified as operating
leases and were not recognised in the company’s statement of
financial position. Payments made under operating leases were
recognised in profit or loss on a straight-line basis over the term
of the lease. Lease incentives received were recognised as an
integral part of the total lease expense, over the term of the
lease. Policy applicable before 1 January 2019 Leases are
classified as finance leases whenever the terms of the lease
transfer substantially all the risks and rewards of ownership to
the lessee. All other leases are classified as operating leases.
Company as lessee Operating lease payments are recognised as an
expense on a straight-line basis over the lease term, except where
another systematic basis is more representative of the time pattern
in which economic benefits from the leased asset are consumed.
Company as lessor Rental income from operating leases is recognised
on a straight line basis over the term of the relevant lease. (g)
Impairment of non-financial assets At each reporting date, the
company reviews the carrying amounts of its tangible assets to
determine whether there is any indication that those assets have
suffered an impairment loss. If any such indication exists, the
recoverable amount of the asset is estimated in order to determine
the extent of the impairment loss, if any. Where the asset does not
generate cash flows that are independent from other assets, the
company estimates the recoverable amount of the cash-generating
unit to which the asset belongs. Recoverable amount is the higher
of fair value less costs to sell and value in use. In assessing
value in use, the estimated future cash flows are discounted to
their present value using a pre-tax discount rate that reflects
current market assessments of the time value of money and the risks
specific to the asset for which the estimates of future cash flows
have not been adjusted. If the recoverable amount of an asset or
cash-generating unit is estimated to be less than its carrying
amount, the carrying amount of the asset or cash-generating unit is
reduced to its recoverable amount. An impairment loss is recognised
in statement of profit or loss immediately, unless the relevant
asset is carried at fair value, in which case the impairment loss
is treated as a revaluation decrease.
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NOTES TO THE FINANCIAL STATEMENTS [CONT’D] FOR THE YEAR ENDED 31
DECEMBER 2019

NOTE 3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

(h) Financial Assets

(i) Recognition and initial measurement

Loan receivables issued are initially recognised when they are
originated. All other financial assets and financial liabilities
are initially recognised when the company becomes a party to the
contractual provisions of the instrument.

A financial asset (unless it is a loan receivable without a
significant financing component) or financial liability is
initially measured at fair value plus, for an item not at FVTPL,
transaction costs that are directly attributable to its acquisition
or issue. A loan receivable without a significant financing
component is initially measured at the transaction price.

(ii) Classification and subsequent measurement

On initial recognition, a financial asset is classified and
measured at: amortised cost; FVOCI – debt investment; FVOCI –
equity investment; or FVTPL.

Financial assets are not reclassified subsequent to their
initial recognition unless the company changes its business model
for managing financial assets in which case all affected financial
assets are reclassified on the first day of the first reporting
period following the change in the business model.

A financial asset is measured at amortised cost if it meets both
of the following conditions and is not designated as at FVTPL:

it is held within a business model whose objective is to hold
assets to collect contractual cash flows; and

its contractual terms give rise on specified dates to cash flows
that are solely payments of principal and interest on the principal
amount outstanding.

All financial assets not classified and measured at amortised
cost or FVOCI are measured at FVTPL. On initial recognition, the
company may irrevocably designate a financial asset that otherwise
meets the requirements to be measured at amortised cost or at FVOCI
or at FVTPL if doing so eliminates or significantly reduces an
accounting mismatch that would otherwise arise.

Financial assets: Business model assessment

The company makes an assessment of the objective of the business
model in which a financial asset is held at a portfolio level
because this best reflects the way the business is managed and
information is provided to management. The information considered
includes:

the stated policies and objectives for the portfolio and the
operation of those policies in practice. These include whether
management’s strategy focuses on earning contractual interest
income, maintaining a particular interest rate profile, matching
the duration of the financial assets to the duration of any related
liabilities or expected cash outflows or realising cash flows
through the sale of the assets;

how the performance of the portfolio is evaluated and reported
to the company’s management;

the risks that affect the performance of the business model (and
the financial assets held within

that business model) and how those risks are managed;

how managers of the business are compensated – e.g. whether
compensation is based on the fair value of the assets managed or
the contractual cash flows collected; and

the frequency, volume and timing of sales of financial assets in
prior periods, the reasons for such sales and expectations about
future sales activity.
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NOTES TO THE FINANCIAL STATEMENTS [CONT’D] FOR THE YEAR ENDED 31
DECEMBER 2019 NOTE 3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONT’D) (h) Financial Assets (Cont’d) (ii) Classification and
subsequent measurement (cont’d) Financial assets: Business model
assessment (cont’d) Transfers of financial assets to third parties
in transactions that do not qualify for derecognition are not
considered sales for this purpose, consistent with the company’s
continuing recognition of the assets. Financial assets: Assessment
whether contractual cash flows are solely payments of principal and
interest For the purposes of this assessment, ‘principal’ is
defined as the fair value of the financial asset on initial
recognition. ‘Interest’ is defined as consideration for the time
value of money and for the credit risk associated with the
principal amount outstanding during a particular period of time and
for other basic lending risks and costs (e.g. liquidity risk and
administrative costs), as well as a profit margin. In assessing
whether the contractual cash flows are solely payments of principal
and interest, the company considers the contractual terms of the
instrument. This includes assessing whether the financial asset
contains a contractual term that could change the timing or amount
of contractual cash flows such that it would not meet this
condition. In making this assessment, the company considers:

contingent events that would change the amount or timing of cash
flows;

terms that may adjust the contractual coupon rate, including
variable rate features;

prepayment and extension features; and

terms that limit the company’s claim to cash flows from
specified assets (e.g. non‑recourse features).

A prepayment feature is consistent with the solely payments of
principal and interest criterion if the prepayment amount
substantially represents unpaid amounts of principal and interest
on the principal amount outstanding, which may include reasonable
additional compensation for early termination of the contract.
Financial assets: Reclassifications Financial assets are not
reclassified subsequent to their initial recognition, except in the
period after the company changes its business model for managing
financial assets. Financial assets: Subsequent measurement and
gains and losses Financial assets at amortised cost These assets
are subsequently measured at amortised cost using the effective
interest method. The amortised cost is reduced by impairment
losses. Interest income, foreign exchange gains and losses and
impairment are recognised in profit or loss. Any gain or loss on
derecognition is recognised in profit or loss.
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NOTES TO THE FINANCIAL STATEMENTS [CONT’D] FOR THE YEAR ENDED 31
DECEMBER 2019

NOTE 3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

(h) Financial Assets (Cont’d)

(iii) Derecognition

Financial assets

The company derecognises a financial asset when the contractual
rights to the cash flows from the financial asset expire, or it
transfers the rights to receive the contractual cash flows in a
transaction in which substantially all of the risks and rewards of
ownership of the financial asset are transferred or in which the
company neither transfers nor retains substantially all of the
risks and rewards of ownership and it does not retain control of
the financial asset.

The company enters into transactions whereby it transfers assets
recognised in its statement of financial position, but retains
either all or substantially all of the risks and rewards of the
transferred assets. In these cases, the transferred assets are not
derecognised.

Financial liabilities

The company derecognises a financial liability when its
contractual obligations are discharged or cancelled, or expire. The
company also derecognises a financial liability when its terms are
modified and the cash flows of the modified liability are
substantially different, in which case a new financial liability
based on the modified terms is recognised at fair value.

On derecognition of a financial liability, the difference
between the carrying amount extinguished

and the consideration paid (including any non‑cash assets
transferred or liabilities assumed) is recognised in profit or
loss.

(iv) Modifications of financial assets

If the terms of a financial asset are modified, the company
evaluates whether the cash flows of the modified asset are
substantially different. If the cash flows are substantially
different, then the contractual rights to cash flows from the
original financial asset are deemed to have expired. In this case,
the original financial asset is derecognised (see (3(h)(iii)) and a
new financial asset is recognised at fair value.

If the cash flows of the modified asset carried at amortised
cost are not substantially different, then the modification does
not result in derecognition of the financial asset. In this case,
the company recalculates the gross carrying amount of the financial
asset and recognises the amount arising from adjusting the gross
carrying amount as a modification gain or loss in profit or loss.
If such a modification is carried out because of financial
difficulties of the borrower (see (3(i)), then the gain or loss is
presented together with impairment losses. In other cases, it is
presented as interest income.

(v) Offsetting

Financial assets and financial liabilities are offset and the
net amount presented in the statement of financial position when,
and only when, the company currently has a legally enforceable
right to set off the amounts and it intends either to settle them
on a net basis or to realise the asset and settle the liability
simultaneously.

(i) Impairment of Financial Instruments

The company recognises loss allowances for ECLs on financial
assets measured at amortised cost.

The company measures loss allowances at an amount equal to
lifetime ECL, except for the following, which are measured as
12‑month ECL:

debt securities that are determined to have low credit risk at
the reporting date; and

other debt securities and bank balances for which credit risk
(i.e. the risk of default occurring over the expected life of the
financial instrument) has not increased significantly since initial
recognition.
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NOTES TO THE FINANCIAL STATEMENTS [CONT’D] FOR THE YEAR ENDED 31
DECEMBER 2019

NOTE 3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

(i) Impairment of Financial Instruments (Cont’d)

Loss allowances for loan receivable and contract assets are
always measured at an amount equal to lifetime ECL.

When determining whether the credit risk of a financial asset
has increased significantly since initial recognition and when
estimating ECL, the company considers reasonable and supportable
information that is relevant and available without undue cost or
effort. This includes both quantitative and qualitative information
and analysis, based on the company’s historical experience and
informed

credit assessment and including forward‑looking information.

The company assumes that the credit risk on a financial asset
has increased significantly if it is more than 1 week past due.

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

the borrower is unlikely to pay its credit obligations to the
company in full, without recourse by the company to actions such as
realising security (if any is held); or

the financial asset is more than 1 week past due. Lifetime ECLs
are the ECLs that result from all possible default events over the
expected life of a financial instrument.

12‑month ECLs are the portion of ECLs that result from default
events that are possible within the 12 months after the reporting
date (or a shorter period if the expected life of the instrument is
less than 12 months).

The maximum period considered when estimating ECLs is the
maximum contractual period over which the company is exposed to
credit risk.

Measurement of ECLs

ECLs are a probability‑weighted estimate of credit losses. They
are measured as follows:

financial assets that are not credit-impaired at the reporting
date: as the present value of all cash shortfalls (i.e. the
difference between the cash flows due to the entity in accordance
with the contract and the cash flows that the company expects to
receive); and

financial assets that are credit-impaired at the reporting date:
as the difference between the

gross carrying amount and the present value of estimated future
cash flows.

ECLs are discounted at the effective interest rate of the
financial asset.

Credit-impaired financial assets

At each reporting date, the company assesses whether financial
assets carried at amortised cost are

credit‑impaired. A financial asset is ‘credit‑impaired’ when one
or more events that have a detrimental impact on the estimated
future cash flows of the financial asset have occurred.

Evidence that a financial asset is credit‑impaired includes the
following observable data:

significant financial difficulty of the borrower or issuer;

a breach of contract such as a default or being more than 1 week
past due;

the restructuring of a loan or advance by the company on terms
that the company would not consider otherwise;

it is probable that the borrower will enter bankruptcy or other
financial reorganisation; or

the disappearance of an active market for a security because of
financial difficulties.
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NOTES TO THE FINANCIAL STATEMENTS [CONT’D] FOR THE YEAR ENDED 31
DECEMBER 2019

NOTE 3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

(i) Impairment of Financial Instruments (Cont’d)

Presentation of allowance for ECL in the statement of financial
position

Loss allowances for financial assets measured at amortised cost
are deducted from the gross carrying amount of the asset.

Write-off

The gross carrying amount of a financial asset is written off
(either partially or in full) to the extent that there is no
realistic prospect of recovery. This is generally the case when the
company determines that the debtor does not have assets or sources
of income that could generate sufficient

cash flows to repay the amounts subject to the write‑off.
However, financial assets that are written off could still be
subject to enforcement activities in order to comply with the
company’s procedures for recovery of amounts due.

(j) Cash and Cash Equivalents

For the purpose of statement of cash flows, cash and cash
equivalents comprise cash on hand and cash in banks.

(k) Borrowings

Borrowings are recognised initially at fair value, net of
transaction costs incurred. Borrowings are subsequently stated at
amortised cost using the effective interest method.

Borrowings are classified as current liabilities unless the
company has an unconditional right to defer settlement of the
liability for at least 12 months after the balance date.

(l) Borrowing Costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are assets
that necessarily take a substantial period of time to get ready for
their intended use or sale, are added to the cost of those assets,
until such time as the assets are substantially ready for their
intended use or sale.

All other borrowing costs are recognised in profit or loss in
the period in which they are incurred.

(m) Client Savings Deposits

Client savings deposit is recorded as current liabilities in the
statement of financial position.

A savings account is required to be established by client in
order for consideration for loan by depositing $10. An existing
member without an open savings account is required to make an
initial deposit of $20 when applying for second loan.

All members are required to have a compulsory savings account
and make a deposit of $2 per week per cumulative terms of the
previous loan cycles. The compulsory savings amount cannot be
withdrawn while the client is a member of the SPBD Centre.

All members are required to maintain a minimum balance in their
savings account.

A member with or without an outstanding loan must maintain a
required compulsory savings balance equivalent the value of
cumulative term of the loan (previous and current) expressed in
weeks multiplied by $2. A withdrawal is not allowed if the
resulting balance will be less than the member’s required
balance.
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NOTES TO THE FINANCIAL STATEMENTS [CONT’D] FOR THE YEAR ENDED 31
DECEMBER 2019

NOTE 3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

(m) Client Savings Deposits (Cont’d)

The 50% of the equivalent savings amount used to top up the
client’s succeeding loan is “locked in” and forms part of the
additional maintaining balance of the client.

Any savings amount that is above the required minimum compulsory
savings balance (plus “locked-in” savings) is considered to be
voluntary savings. Voluntary savings can be withdrawn at any time
and the minimum savings that can be made is $1 during centre
meeting and $10 at the centre office.

A maintenance fee of $2 is imposed every month on client
savings. A full withdrawal of a member’s savings account balance is
only possible if the member has fully paid the loan and wishes to
resign from the program. In this event, the initiation deposit of
$10 is forfeited as resignation fee.

A member can make weekly loan repayments from her savings
account for her loan or another member’s loan. Members who belong
to a centre in which there is a loan defaulter cannot make
withdrawals from their savings accounts until the defaulting loan
is repaid in full.

The savings accounts earn interest at the rate of 1.5% per annum
and this interest rate may be modified by the company based on the
prevailing interest rates amongst commercial banks.

(n) Payables

Accounts payables are recognized when the company becomes
obliged to make future payments resulting from the receipt of goods
and services.

(o) Provisions

Provisions are recognised when the company has a present legal
or constructive obligation as a result of past events, it is
probable that an outflow of resources will be required to settle
the obligation, and the amount can be reliably estimated.
Provisions are not recognised for future operating losses.

Where there are a number of similar obligations, the likelihood
that an outflow will be required in settlement is determined by
considering the class of obligations as a whole. A provision is
recognised even if the likelihood of an outflow with respect to any
one item included in the same class of obligations may be
small.

Provisions are measured at the present value of the expenditures
expected to be required to settle the obligation using a pre-tax
rate that reflects current market assessments of the time value of
money and the risks specific to the obligation.

Provision is made for the company’s liability to employees for
annual leave and members for death benefit on the basis of
statutory or contractual requirements.

(p) Employee Benefits

Wages, salaries and sick leave

Liabilities for wages and salaries expected to be settled within
12 months of the reporting date are accrued up to the reporting
date. Liabilities for non-accumulating sick leave are recognised
when the leave is taken and measured at the rates prevailing at
that time.

Annual leave

Provisions made in respect of employee benefits expected to be
settled within 12 months, are measured at their nominal values
using the remuneration rate expected to apply at the time of
settlement.

Defined contribution plans

Contributions to Fiji National Provident Fund are expensed when
incurred.
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NOTES TO THE FINANCIAL STATEMENTS [CONT’D] FOR THE YEAR ENDED 31
DECEMBER 2019 NOTE 3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONT’D)

(q) Death Benefit Provision Death Benefit provision is made to
cover death benefit claims for members based on actuarial studies
conducted by Columbia Business School. Columbia Business School has
considered certain assumptions in making the actuarial valuation
such as assessing the credit life for clients, life insurance rates
and insurance claim loss methods to determine the death benefit
provision for the year. The payments made to beneficiaries upon
death of the members is net off member’s loan outstanding. (r)
Share Capital Ordinary shares and preference shares are classified
as equity. Incremental costs directly attributable to the issue of
new shares or options are shown in equity as a deduction, net of
tax, from the proceeds. NOTE 4. RISK MANAGEMENT 4.1 Financial Risk
Factors The company’s activities expose it to a variety of
financial risks: market risk (including foreign exchange risk and
interest rate risk), credit risk and liquidity risk. The company’s
overall risk management programme focuses on the unpredictability
of financial markets and seeks to minimise potential adverse
effects on the company’s financial performance. Risk management is
carried out by executive management. Executive management
identifies, evaluates and monitors financial risks in close
co-operation with the operating units. (a) Market Risk i) Foreign
exchange risk The company undertakes transactions denominated in
foreign currencies: consequently, exposures to exchange rate
fluctuation arise. Exchange rate exposures are managed within
approved policy parameters. The carrying amount of the company’s
foreign currency denominated monetary liabilities at the end of
reporting year are as follows:

Foreign currency sensitivity analysis The company is mainly
exposed to the currency of USA, Australia and New Zealand. The
following table details the company’s sensitivity to a 10% increase
and decrease in Fiji dollar against the relevant US, Australian and
New Zealand dollar. 10% is the sensitivity rate used when reporting
foreign currency risk internally to key management personnel and
represents management’s assessment of the reasonably possible
change in foreign exchange rates.

2019 2018

FJD FJD

USD 2,152,957 1,368,837

AUD 1,565,534 1,592,593

NZD 953,774 1,066,312
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NOTES TO THE FINANCIAL STATEMENTS [CONT’D] FOR THE YEAR ENDED 31
DECEMBER 2019

NOTE 4. RISK MANAGEMENT

(a) Market Risk (Cont’d)

i) Foreign exchange risk (cont’d)

Foreign currency sensitivity analysis (cont’d)

The sensitivity analysis includes only outstanding foreign
currency denominated monetary items and adjusts their translation
at the year end for a 10% change in foreign currency rates. If the
FJD strengthens/weakens by 10% against the USD, AUD and NZD with
all other variables held constant, pre-tax profit impact is as
follows:

Profit / (Loss) Strengthen Weaken 2019 2018 2019 2018 FJD FJD
FJD FJD

Australian Dollar – AUD 142,321 144,782 (173,948) (176,955) US
Dollar – USD 195,723 124,440 (239,217) (152,093) New Zealand Dollar
– NZD 86,707 96,937 (105,975) (118,479)

i) Interest rate risk

The principal risk to which lending portfolios are exposed to is
the risk of the effects of fluctuations in the prevailing levels of
market interest rates on the financial position and cash flows of
the company.

The objective of interest rate risk control is to minimize these
fluctuations in value and net interest income over time, providing
secure and stable sustainable net interest earnings in the long
term.

As interest rates and yield curves change over time, the company
may be exposed to a loss in earnings due to the sensitivity that
arises from mismatches in the re-pricing dates, cash flows and
other characteristics of the assets and their corresponding
liability funding. These mismatches are actively monitored and
managed by the company.

Majority of the borrowings of the company are at fixed interest
rates however, the company is also exposed to interest rate risk on
certain borrowed funds which are at variable interest rates. The
risk is monitored and managed by directors within the approved
parameters.

(b) Credit Risk

Credit risk is the risk of financial loss to the company if a
client or counterparty to a financial instrument fails to meet its
contractual obligations, and arises principally from the company’s
loans to clients.

As part of its risk control procedures, an assessment of the
credit quality of a new client, taking into account its financial
position, past experience and other factors, is carried out prior
to the credit approval. Individual credit risk limits are then set
based on the assessments done. The utilisation of credit limits is
regularly monitored. Loans to clients are settled via weekly
deductions.

Loan portfolio outstanding consists of customers with good
credit ratings. Ongoing credit evaluations is performed on the
financial condition of loan portfolio outstanding.

The company does not have any significant credit risk exposure
to any single counterparty or any group of counterparties having
similar characteristics. The carrying amount of financial assets
recorded in the financial statements, net of any allowances for
losses, represents the company’s maximum exposure to credit
risk.

Impairment losses on financial assets recognised in profit or
loss were as follows.

2019 2018

Impairment loss on loan receivables $ 83,202 24,022

Impairment loss on other receivables $ 16,526 -
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NOTES TO THE FINANCIAL STATEMENTS [CONT’D] FOR THE YEAR ENDED 31
DECEMBER 2019 NOTE 4. RISK MANAGEMENT (CONT’D) 4.1 Financial Risk
Factors (Cont’d) (b) Credit Risk (Cont’d) Loan portfolio
outstanding The company conducts loan loss provisioning every
quarter to maintain an adequate reserve for impairment loss. The
loan loss reserve is determined by applying predicted loss
percentages to aged loans grouped by lateness of payment. A loan
becomes late as weekly scheduled payment is missed. The company
applies the conservative predicted loss ratios. Refer Note 10(a).
Cash on hand and at bank The company held cash of $935,085 at 31
December 2019 (2018: $87,421). Cash are held with bank and
financial institution counterparties, which have sound credit
ratings. The company considers that its cash have low credit risk
based on the external credit ratings of the counterparties. (c)
Liquidity Risk Liquidity risk is the risk that the company will
encounter difficulty in meeting obligations from its financial
liability. Prudent and careful management of the company’s
liquidity position is essential in order to ensure that adequate
funds are available to meet the company’s ongoing financial
obligations. The company manages liquidity risk by maintaining
adequate banking facilities and reserve borrowing facilities by
continuously monitoring forecast and actual cash flows. The table
below analyses the company's financial liabilities into relevant
maturity groupings based on the remaining period at the balance
date to the contractual maturity date. The amounts disclosed in the
table are the contractual undiscounted cash flows.

Contractual Undiscounted Cash Flow

Carrying Amount

($) Total

($)

Less than 1 year

($)

1 – 5 years

($)

At 31 December 2019

Client savings deposit 3,491,753 3,491,753 3,491,753 -

Payables 503,712 503,712 503,712 -

Lease liability 659,807 761,175 178,970 582,205

Borrowings 6,760,050 7,741,360 3,537,387 4,203,973

Total 11,415,322 12,498,000 7,711,822 4,786,178

4.2 Other Risks (a) Operational Risk Operational risk is the
risk of loss arising from systems failure, human error, and fraud
to external events. When controls fail to perform, operational
risks can cause damage to reputation, have legal or regulatory
implications, or lead to financial crisis. The company cannot
expect to eliminate all operational risk, but through a control
framework and by monitoring and responding to potential risks, the
company is able to manage risks. Controls include effective
segregation of duties, access, authorisation and reconciliation
procedures, staff education and assessment procedures.
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NOTES TO THE FINANCIAL STATEMENTS [CONT’D] FOR THE YEAR ENDED 31
DECEMBER 2019 NOTE 4. RISK MANAGEMENT (CONT’D) (b) Regulatory Risk
The company’s profitability can be impacted by regulatory agencies
established which govern the business sector in Fiji. The company
is subject to the provisions of the Microfinance Institutions
(Examination and Assessment) Act 2010. Under Section 3 (1) of the
Act, the Reserve Bank of Fiji may con
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