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TPS Eastern Africa PLC
Directors’ report
For the year ended 31 December 2019

The directors submit their report together with the audited financial statements of TPS Eastern
Africa PLC (the “Company”} and its subsidiaries (together the “Group”®) for the year ended 31
December 2019 which disclose the state of affairs of the Company and the Group.

BUSINESS REVIEW

The principal activity of the Group continues to be to own and operate hotel and lodge facilities in
East Africa, serving the business and tournist markets.

The Group’s performance

The Group's profit hefore income tax for the year of Shs 321.950.000 {2018 Shs 243,445 000)
was 32% above 2018 This was pnmarily from a 3% increase in revenue as further supported by
lower operatng finapcing and imgairment costs cver 2018 The ongoing extension and
redeveiopment of Nairobl Sergna Hotel continued to impinge on our performance potential, with
the project being campleted in Q4 2015, later than anginally slannasd

The EBITDA grawth of 28% awver 2018 was respectable given challenging market conditions, gven
though profit after tax incrzased only 27% on 2018

The table below hightights same of the Key performance indicators:

2019 2018

Shs 000 Shs 000

Revenue 6,823,159 6,593,441
EBITDA 1,017,155 795,111
*EBITDA (%) 15% 12%
Profit before income tax 321,950 243,449
Profit before tax (%) 5% 4%
Earnings per share (Shs.) 0.81 0.69
Net assets 9,201,238 9,137,574

*EBITDA is calculated by adjusting profit from continuing operations to exclude the impact of
taxation, net finance costs, depreciation, amortisation, impairment losses; and reversals related to
goodwill, intangible assets and property, plant and equipment and share of associates’ results.

DIVIDEND

The profit for the year attributable to equity shareholders of the Company of Shs 148,109,000
(2018; Shs 125,710,000) has been added to retained earnings, The directors do not recommend
a final dividend for the year (2018. Shs 0.35 amounting to Shs 63,760,938).

DIRECTORS

The directors who held office during the year and to the date of this report were;

Francis Ckomo-Okello (Chairman)
Mahmud Jan Mohamed (Managing Director)
Nooren Hirjani *** (Chief Financial Officer)

Ameer Kassim-Lakha

Jean-Louis Vinciguerra®

Ashish Sharma {Alternate to Jean-Louis Vinciguerra)
Guedi Ainache*

Teddy Hollo Mapunda (Mrs) **

Mahmood Pyarali Manjt

* French ** Tanzanian *** British



TPS Eastern Africa PLC
Directors’ report
For the year ended 31 December 2019

AUDITOR
DISCLOSURES TO AUDITOR
The directors confirm that with respect to each director at the time of approval of this report:

(@) There was, as far as each director is aware, no relevant audit information of which the
company’s auditor is unaware; and

(b} Each director had taken all steps that ought to have been taken as a director so as to be aware
of any relevant audit information and to establish that the company's auditor is aware of that
information.

TERMS OF APPOINTMENT OF AUDITOR

PricewaterhouseCoopears LLP continue in office in accordance with the Company's Articles of
Association and Section 721 of the Kenyan Companies Acl, 2015

The directors monitor the effectiveness, objectivity and independence of the auditor This
responsibility includes the approval of the audit engagement conltract and the associated fees on
behalf of the shareholders

By order of the Board

SECRETARY

2020




TPS Eastern Africa PLC
Chairman's Statement
For the year ended 31 December 2019

On behalf of the Board of Directors of TPS Eastern Africa PLC (TPSEAP / the Company / the
Group), it is my pleasure, honour, and privilege to present to you the Annual Report and Financial
Statements of the Company for the year ended 31st December 2019.

During the year 2019, market sentiment continued to indicate a consistent return of confidence
from the foreign leisure market to Kenya; and indeed, across the wider East Africa region. The
Company’s diversified portfolio in East Africa recorded growth in the corporate, conference and
domestic leisure segments, particularly from the second half of 2018.

Significant positive feedback from our suppliers of business in the traditional and new international
source markets was most encouraging, with increased interest in selling destination East Africa
during the year under review Consequently, the portfolio performance during 2019 was optimized
to the exient possible for Serera Kenya, Serena Tanzania and Serena Uganda The finail
redevelopment phase of Nairobi Serena Holel (NSH), primarily encompassing the remaining hall
of the bedroom inventory, was successfully completed on 15 December 2018 The hotel delivered
incremental revanue for the full year through the new bedrooms, ballroom, meating roams. Herbs
& Spices restaurant, a new 7" floor execulive lounge; and, of eourse, the rejuvenaled public areas
that were part of the first phase redevelopment completed in August 2018 This sirategic
development will enable conference and banqueting sales to reach new market potential in the
years ahead, as the enhanced raam mix and versatility provides a broader and diverse range of
events, meetings and conference capability. Moreover, we were delighted to host once again, our
igisure market suppliers of business (Serena safan circl business) as they returmed with
international guests so soon after complétion of the redevelopment.

Expansion of the Serena brand through the opening of Goma Serena Hotel in the Demuocratic
Republic of Congo (under a Management Agreement} is planned to take place during the second
half of year 2020

During the year under review, TPS Eastern Africa PLC achieved a turnover of KShs. 6.8 billion
{2018, KShs. 6.6 billion), and 'Profit before depreciation, finance income / (costs), results of
associates and income tax expense’ of KShs, 1 billion, up 28% (2018. KShs. 795 million). During
the year 2019, the Group continued to effectively manage its business, including diligent control of
operating costs in increasingly challenging markets. Disappointingly, new lease accounting rules
for Right of Use Assets (IFRS16), increased depreciation from the NSH redevelopment; and an
adverse share of Associated party results, rather dampened higher underlying operating profits,
culminating in 2% growth in Profit After Tax of KShs. 182 million (2018: KShs. 179 million). Taking
all factors into account, the Company's performance for the year 2019 is satisfactory.

It is noteworthy that the total Management fees received by TPSEAP for 2019 from Tourism
Promotion Services (Rwanda) Limited, Tanruss Investment Limited (TIL) and Hoteis Polana S.A.
was equivalent to KShs. 134 million {2018: KShs. 152 million).

The Company and its subsidiaries contributed significantly to the revenues of the governments of
Kenya, Tanzania and Uganda in 2019. During the year, the Group confributed in aggregate the
equivalent of: KShs. 1.88 billion (2018: KShs. 1.56 billion) in direct and indirect taxes, and KShs.
427 million (2018: KShs. 438 million) in royalties and rents to the revenues of counties and local
authorities in the various East Africa jurisdictions.

As the Coronavirus (COVID-19) pandemic continues to intensify globally, Serena Hotels along with
all other hospitality organisations are facing serious disruptions, and so, the Company Is bracing
itself for a most difficult year 2020. TPSEAP properties have experienced material cancellations
far various reasons including: flight cancellations from source market destinations, emerging global
policies disrupting interational travel, local actions undertaken by the respective East African
Government Authorities; and / or the general lockdown of travel setting amongst international
corporate and leisure travellers. Whilst we are hopeful that the situation recovers socnest and
business returns to a ‘new normal’, prudent mitigation plans for all Serena Hotels’ properties are in
place; and under continuous scenario review for the rest of the year.



TPS Eastern Africa PLC
Chairman’s Statement
For the year ended 31 December 2019

The Group thereby continues to effectively risk manage its business strategy and maintain its focus
to mitigate risks and capitalise on its regional brand presence to optimize portfolic performance
once markets bounce back.

Consequently, the Board of Directors do not recommend the payment of a dividend for year 2019

Notwithstanding COVID-19, the Group remains well positiocned to progress its planned property
maintenance programme across the Serena portfolio, whilst continuing to nurture and invest in its
well-established Human Resource Management (HRM) practices; and promote sound Corporate
Social Respensibility (CSR) programs which complement our short to medium term strategic focus
At the same time, the Company continues to pursue new business opportunities aligned to its
diversification strategy. including extending its marketing and sales outreach to non-traditional
source markels. Additional detads an the HRM practices and TSR programs and mitiatives are
incarporated in the Managing Director's Statement included at pages 5 to 6 of this Annual Repaon

During the year under review, Serena Holels were proud reciplents of a number of national and
international awards and accolades, further reinforcing the Group’s leading position in the tourism
secior

The Board and Managemenl express their appraciation to the governments within the East Afnca
Region for faciitating continuous resource allocation, so crtical to improve the business
environment for destination East Africa during year 2019 Simitarly, | would like to acknowledge
with gratitude the continued catalytic support rendered by various regulatory authorities, as well as
other important stakeholders during 2019 which has sustained growth of the industry across the
region.

Clearly the operating environment following COVID-19 requires the Board and Management's
unwavering care and diligent crisis management so that market, customer and employee centred
decisicns are optimised. On behalf of the Board and Management, | wish to plead to the respective
East African Governments to formulate effective and extensive econemic stimulus programs for
short and medium-term deplioyment, so as to re-energise tourism and other related ancillary
sectors and ameliorate the difficult and unprecedented setback even as the hospitality sector, both
regionally and indeed globally, embraces and adjusts to the ‘new normal’.

Finally, | would also like to recognise with gratitude, the vital support, confidence, loyalty and trust
that Serena has continued to receive from our shareholders, customers and other stakeholders
within the industry

To conclude, on behalf of the Board, | would like to thank the Company’s Management and Staff
for their diligence and dedication during 2019. | would also like fo acknowledge, with appreciation,
the invaluable support that | continue to receive from my colleagues on the Board and which has
helped steer the Group’s business activities and strategies successfully throughout 2019

G\ng-ft‘t :“at";a:'lij‘rﬁ\

Francis Okomo-Okello
Chairman




TPS Eastern Africa PLC
Managing Director's statement
For the year ended 31 December 2019

The last few years have certainly provided a stern test for companies operating East Africa's
tourism industry. Although our business continues to be challenged with rapidly changing market
dynamics, we are pleased to report the Group's steady growth trajectory during year 2019, further
demanstrating Serena’s ‘Built to Last’ capability throcugh implementation of its successful business
model; and the spirit and service motio of its employees ‘living up to the promise’. Indeed, vital
suppert from local resident, corporate and conference market segments, complemented by the
performance from the foreign leisure market in 2019, all bode well for the future.

Despite new market entrants providing increased competition, all Serena City hotels performed
well and hosted high profile guests and events throughout the year. The Board and Management
thus remain confident that the Company's strategy of emphasizing quality and timely
refurbishments of our City Hetels in Nairobi, Kampala and Dar es Salaam since year 2017, clearly
positions the brand for sustainable regionat growth in the years ahead

During the year under review, TPS Eastern Africa PLC achieved a turnover of KShs. 6.8 billian
(2018: KShs. 6.6 billion), and 'Profit before depreciation, finance costs / (incoma), resulis of
associates and income tax expense’ of KShs. 1 billion, up by 28% (2018: KShs. 795 millian). Profit
After Tax was at KShs. 182 million, up by 2% (2018 KShs 179 million) Nolwithstanding the
dynamic business landscape, the 2019 financial performance continued to endorse our strategic
vision, and so was therefore both purposeful and reassurnng.

Serena Hotels in parmearship with Mettle Solar OFGEN transformed a third property, Mara Serena
Safari Lodge in Kenya, to a fully solar powered properly The inauguration of the Mara Serena
solar power plant took place on 20 December 2019 further demonstrating Serena Hotels
commitment to ‘Full Scale Solar Pioneers’ in the East African hospitality sector. Kilaguni Serena,
Ambosell Serena; and now Mara Serena, all built in the 1970's (within National Parks/Game
Reserves) are not only ‘one-of-a-kind' getaways, but now a leading-edge exemplification of how
clean, renewable energy independence can be achieved with carefully planned, sustainable
wvestment, in ‘state of the art’ off-grid Solar PV systems regardless of challenging safari locations,
As demand from eco-travel continues to escalate worldwide, Serena’s intent to embrace best
practice sustainable models, delivers to the heart of ecological travel experiences and expectations
of tomorrow’s guest. Lake Elementeita Serena Camp and Sweetwaters Serena Camp were
transformed to a gnd-tied hybrid solar system in early 2018. As we plan ahead, this eco-model
theme will continually support our properties in delivering to the hearts and minds of our discerning
guests

The Group’s CSR programs remain fully aligned to achieving the Sustainable Development Goals
(SDGs) set out by the United Nations Development Programme (UNDP). Serena Hotels
sustainable business practices continue to complement eco-tourism, environmental conservation,
re-afforestation, education, public health; and essentially community development, right across
Eastern Africa

Unfortunately, never in Serena Hotels 40-year history has an event of such breadth and scale
impacted the global hospitality industry to the extent to which the novel strain of Coronavirus
pandemic (COVID-19) has done. Unlike past incidents, scmetimes only impacting one country, this
devastating virus has remorselessly impacted Serena Hotels throughout our East African
operations. New bookings are at a standstill and have gradually been so since late January 2020
— post Chinese New Year when COVID-19 took hold beyond China. Naturally the Board and
Management have been following the COVID-19 situation very closely, including its growing impact
on our business and operating models across our East African portfolio. Management have
therefore introduced effective contingency plans to mitigate risks; and to minimize the operational
and financial impact on our business, while ensuring that cash is preserved across the Group. This
is in expectation of significantly curtailed business levels during 2020; and in compliance with the
respective governmental directives and protocols regarding the management of the pandemic.

Operating in a fast-changing industry that has been and continues to be severely impacted by
COVID-19, Serena Hotels will bounce back whether sconer or later, as soon as business returns
to a ‘new normal’.



TPS Eastern Africa PLC
Managing Director's statement
For the year ended 31 December 2019

By this time, our team will have leveraged the downtime to continuously review, reassess and
reinvent our business and operating models, to personalize and enrich changing ways of meeting
customer needs post COVID-19; and thereby to continue to surpass the expectations of our guests
in the ‘new normal’. Serena continues to believe that its employees constitute a key determinant
for mutual long-term sustainable success, growth and reputation of our brand values. In anticipation
of changing guest expectations, we shall continue to sustain and enhance the trust and confidence
of our customers as well as the quality of service s¢ synonymous with Serena being the destination
of choice for our guests. In this regard, we will further invest in our Group Productivity Improvement
Strategy, through carefully targeted resource planning te deliver our Staff / Management training,
development and welfare programs.

As worldwide attention focuses on demystifying and foreseeing the future of travel, the Group will
continue to embark on creative sales and marketing invitiatives across our evolving channels of
trade. with increased emphasis on growing our digital strategy piatform. In this way, we will pursue
new and exciting business opporiunities, enlist new source markets, increase our brand outreach
and thus, drive repeat and incramental business

As long-term investors and our commitment to desbination East Africa, we believe that execution
of these initiatives, lies inour ability to carefully mitigate risk, optimise portfolio performance over
lime, and passionately grow our market share in the future's ‘new normal’. Management is thus
confident of hamessing Serena’s Brand values as we refine our business and operating modeals to
anticipate, connect and respond to our customers’ expectations, well beyond these troubled times

Qur sincere thoughts and prayers go out to those who have been affected by this unprecedented
COVID-19 event, and our heartfelt gratitude and admiration is extended to the healthcare workers,
scientists, local communities, governments of East Africa, the rest of Africa and indeed
internationally, for working on the front line {0 contain this pandemic. To the extent possible, the
Company has provided meals to some of the frontline staff and food donations towards various
COVID -19 response programs.

| wish to recognize and thank the respective Governments of East Africa for their efforts as they
work tirelessly to address and respond to the pandemic. Given the unprecedented scale and nature
of this crisis, high levels of collaborative thinking and sophisticated problem solving will be required
to design and target effective fiscal and business stimulus packages. Tourism's transformative
power resides in its ability to spur economic growth by creating and sustaining jobs. As these
stimulus packages are put together, | would like to appeal to governments within the East Africa
Region to enter into mutually beneficial engagements with tourism industry piayers, through public
/ private partnerships; and constant policy dialogue. This will allow us to be an effective ‘co-pilot’
once the regional and international source market countries re-open their borders, market
confidence returns amongst citizens, travellers and investors; and as the regional tourism industry
gradually repositions and strengthens destination East Africa

May |, on behalf of the Staff and Management, express our gratitude and sincere appreciation to
the Board of Directars for their guidance, diligence, invaluable support, and encouragement during
the year 2019. | also wish to express my gratitude to alt our staff, customers, shareholders, varous
regulatory authorities and other stakeholders for their continuous support, understanding, trust and
confidence in Serena Hotels

] - owis R
: iUJ j L '11 AAAAAL (A H.‘r__

Mahmud Jan Mohamed ’
Managing Director _—~

-~




TPS Eastern Africa PLC
Directors’ remuneration report
For the year ended 31 December 2019

Information not subject to audit

The Group and Company's remuneration policy and strategy for executive and non-executive
Directors are set by the Board Nomination and Remuneration Committee. This Report has been
prepared in accordance with the relevant provisions of both the CMA Code of Corporate Governance
guidelines on Director's remuneration and the Kenyan Companies Act, 2015

The Group's and Cempany's overall policy and strategy for remuneration of Directers aims to fairly
and cobjectively reward performance in the medium and longer term interests of shareholders, The
remuneration structure I1s designed to recognise the requisite skills, expertise and experience of
Directors given market competitive forces and demand

Executive Directors remuneration primarily comprises fixed elements including salary and
benefits. Benefits are largely fixed in nature comprising hausing, travel, and pension There is no

vanable element such as performancs based incentive or bonus scheme

Terms of sarvice for the directors include fixed term contacts ranging up 1o four years, with a range
of notice periods subject to requisite sniployment law requirements.

There are no share aption arrangements or long tarm mcentive scheme methods used in
assessing the performance condititons

During 2019, there were no significant amendments to the terms and conditions of any entitlement
of a director to share options or under a iong term mcentive scheme.

Non-Executive Directors receive fees and sitting allowances as below.

Significant changes to director's during the year

There were no significant changes during the year

Statement of voting on the Director's remuneration report at the previous Annual General Meeting

In respect of a resolution to approve the director's remuneration, sharehelders voted unanimously
by a show of hands having received written notice of their right to vote before the AGM.

A resolution to approve the director’'s remuneration policy will be put to a resolution of shareholders
for approval at the forthcoming AGM
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TPS Eastern Africa PLC
Directors’ remuneration report
For the year ended 31 December 2019

Pensicn related benefits

M. Jan Mohamed, Managing Director
N. Hirjani, Chief Financial Officer

On behalf of the Board

Neoren Hirjani
Director
26 May 2020

10

2019 2018
Shs 000 Shs 000
2,056 2,056
1,503 1,320
3,589 3,376




TPS Eastern Africa PLC
Statement of directors’ responsibilities
For the year ended 31 December 2019

The Kenyan Companies Act, 2015 requires the directors to prepare financial statements for
each financial year which give a true and fair view of the financial position of the Group and
Company at the end of the financial year and their financial performance for the year then
ended. The directors are respensible for ensuring that the Group and Company keep proper
accounting records that are sufficient to show and explain the transactions of the Group and
Company; disclose with reasonable accuracy at any time the financial position of the Group
and Company, and that enables them to prepare financial statements of the Group and
Company that comply with prescribed financial reporting standards and the requirements of
the Kenyan Companies Act, 2015. They are also respensible for safeguarding the assets of
the Group and Company and for taking reasonable steps for the prevention and detection of
fraud and other irregularities.

The directors accepl responsibility for the preparation and presentation of thase financial
statements in accordance with Intermational Financial Reporting Standards and in the mariner
required by the Kenyan Companies Act. 2015 They also accepl responsibility for:

i Designing, iImplementing and maintaining internal control as they datermine necassary
to enable the preparation of financial statemenis that are free from material
misstatements, whether due to fraud or emror

ii. Selecting suitable accounting policies and then applying them cansistently, and

il Making judgements and accounting estimates that are reasonable in the
circumstances

Having made an assessmeant of the Company’s ability to continue as a going concern, the
directors have disclosed in note 2 (a) of these financial statements matters relating {o use of
going concern basis of preparation of the financial statements.

The directors acknowledge that the independent audit of the financial statements does not
relieve them of their responsibility.

Approved by the board of directors on 26 May 2020 and signed on its behalf by;

‘
[}
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Francis Okomo Okello Mahmud Jan Mohamed —
Director ~
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF TPS EASTERN
AFRICA PLC

Report on the audit of the financial statements

Our opinion

We have audited the accompanying firancial statements of TPS Eastern Africa Ple (the Company) and
its subsidiaries (together, the Group) set out on pages 17 to 83, which comprise the consolidated
statement of financial position at 31 December 2019 and the consolidated statement of profil or loss,
consolidated statement of comprehensive income, consolidated statement of changes in equity and
consolidated statement of cash flows for the year then ended, together with the Company statement of
finaneial position at 31 December 2019 and the Company’s statements of profit or loss and other
comprehensive income, changes in equity and cash flows for the vear then ended, including a summary
of significant accounting policies.

In ouropinion the accompanying financial statements of TPS Eastern Africa Ple give a true and fair view
uf the financial position of the Group and the Company at 33 December 2010 and of their fAnancial
performance and cash flows for the year then ended in accordance with International Finaneial
Reporting Standards and the requirements of the Kenvan Companies Act, 2015.

Basts for opinian

We conducted our audit in accordance with International Standards on Auditing (ISAs). Owr

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

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

Material Uncertainty related to Going Concern

We draw attention to Note 2(a) to the financial statements which describes the impact of the COVID-19
pandemic on the Group's operations, and also discloses that the Group's current liabilities exceeded
current assets by Shs 968 million at 31 December 2019. As stated in Note 2(a), these events or
conditions, along with other matters set out in Note 2(a) indicate a material uncertainty exists that may
cast significant doubt on the Group's ability to continue as a going concern. Qur opinion is not modified
in respect of this matter.

With effect from 11 December 2019, PricewaterhouseCoopers, a partnership carrying on business under
registration number BN.287839 was converted to PricewaterhouseConpers LLP (LLP-2Y1AB7), a limited liability
partnership under the Limited Liability Partnerships Act, 2011.

PricewaterhouseCoopers LLP. PwC Tower, Waiyaki Way/Chiromo Road, Westlands
P O Box 43963 — 00100 Nairobi, Kenya
T: +254(20)285 5000 F: +254 (20)285 5001  www pwe.iconi/k

Partners: E Kerich B Kimacia M Mugasa A Murage F Muriu P Ngahu R Njoroge 8 O Nobert's B Ckundi K Saiti
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF TPS EASTERN
AFRICA PLC (CONTINUED)

Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the consolidated financial statements of the current period. These matters were addressed in the
context of our audit of the consolidated financial statements as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on these matters. In addition to the matter described
in the Material Uncertainty Related to Going Concern section, we have determined the matters described
below to be the key audit matters to be communicated.

Key audit multer How our audit alilressed the key sodit matier

Goodwill impairment assessment We evaluated and challenged the composition of I
management’s future cash flow forecasts and the
underlying assumptions based on the historical
performance of the business and the maero economic
outlook, We assessed the projected cash flows against
the approved strategic and business plan of the cash
generating nnits.

As described in Note 20, the Group carries
out a geodwill impdirment assessment
annually to determine if any inpairment
exists.

The impairment assessment involves
significant judgement and assumptions:

EBITDA, long-term growth rates, discount .
e Ty i Ay - Long term growth rates by comparing them to

economic forecasts

We assessed the reasonableness of management's
assumptions in relation to the:

- Pre-tax discount rate by assessing the cost of
capital for the company as well as considering
country specific factors

The future cash flows are based on
management’s assessment of the fulure
profitability of the business and involve

significant estimation uncertainty and - EBITDA assumption by comparing them with

judgement. historical  revenue  and expenditu.re
performance and the approved financial
budgets of the business

We challenged management on the sensitivity of the
assumptions used. We determined that the
calculations were most sensitive to assumptions for
gross margin and the pre-tax discount rates. We have
reviewed the adequacy of the disclosures in Note 20 of
the financial statements.

13
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF TPS EASTERN
AFRICA PLC (CONTINUED)

Cther information

The other information comprises the Directors’ report, Chairman’s statement, Managing Director’s
statement, Directors’ Remuneration report, Statement of directors’ responsibilities and Prineipal
shareholders and share distribution report which we obtained prior to the date of this auditor’s report,
and the rest of the other information in the Annual Report which are expected to be made available to us
after that date, but does not include the financial statements and our auditor’s report thereon. The
directors are responsible for the other information. Qur opinion on the financial statements does not cover
the other information and we do not and will 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

identified above and, in doing so. consider whether the nther information is materially inconsistent with
the finnneial statements or our knowledge obtained in the audit, or otherwise appears to be materially
msstated.

if, based on the work we have performed on the other information we have received prior to the date of
this auditor’s veport we conclude that there is 4 materal misstatement of this other information, we are
required to report that fact. We have nothing to report in this regacd.

When we read the rest of the other information in the Apnual Report and we conclude that there is a

material misstatement therein, we are required to commumicate the matter to those charged with
governance,

Responsibilities of directors for the financial statements

The directors are responsible for the preparation of financial statements that give a true and fair view
in accordance with International Financial Reporting Standards and the requirements of the Kenyan
Companies Act, 2015, and for such internal control as the directors determine 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 directors are responsible for assessing the Group’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going cancern basis of accounting unless the directors either intend to liquidate the Group or to cease
operations, or have no realistic alternative but to do so.

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 condueted 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.

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

* [dentify 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 invelve collusion, forgery, intentional omissions, misrepresentations, or the override
of internal control.

14
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF TPS EASTERN
AFRICA PLC (CONTINUED)

Auditor’s responsibilities for the audit of the financial statements (continued)

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

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

s Conclude on the appropriateness of the directors’ use of the going concern basis of accounting and,
based on the audit evidence phtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Group's ability to continue as a going concern, If

we conchude that a material uncertainty exists, we are required to draw attention in our audijtor's
report to the related disclosures in the financial statements or, if sach disclosures are inadeguate,
to modifv our opinion, Our conclusions are based om the audit evidence cbiained up to the date of
our auditon’s report. However, futare events or conditions may cause the Group to cease to continue
as i g(.liﬂﬂ COICETN.

o Frvaluate the overall presentation, structure and content of the financinl statements, including the
disclosures, and whether the Anancial statements represent the underlying transactions and events

in a manner that achieves fair presentation.

» Obtain sufficient appropriate audit evidence reégarding 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 Group audit. We remain solely
responsible for our audit opinion.

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

We also provide the 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.

From the matters communicated with the directors, we determine those matters that were of most
significance in the audit of the Group’s financial statements of the current period and are therefore the key
audit matters. We describe these matters in our auditor’s report unless law or regulation precludes public
disclosure about the matter or when, in extremely rare circumstances, we determine that a matter should
not be communicated in our report because the adverse consequences of deing so would reasonably be
expected to outweigh the public interest benefits of such communication.

Report on other matters prescribed by the Kenyan Companies Act, 2015
Report of the directors

In our opinion the information given in the directors’ report on pages 1 to 2 is consistent with the financial
statements.

15




Ik

pwec

INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF TPS EASTERN
AFRICA PLC (CONTINUED)

Report on other matters prescribed by the Kenyan Companies Act, 2015
Directors’ remuneration report

In our opinion the auditable part of the directors’ remuneration report on page 7 to 10 has been properly
prepared in aceordance with the Kenyan Companies Act, 2015.

ﬂjfmc_,zmumt v, Qo 7

Certified Public Accountanls
Nairobi (_Q © A = 3020
v

CPA Bernice Kimacia - Practising Certificate No. 1457
Signing partner responsible for the independent audit
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TPS Eastern Africa PLC
Financial statements
For the year ended 31 December 2019

Consoclidated statement of profit or loss

Revenue from contracts with customers
Other income

Inventory expensed

Employee benefits expense

Other operating expenses

Impairment losses

Profit before depreciation, finance income / {costs),
results of associates and iIncome tax expense

Depreciation on right of use asset

Depreciation on land, bulldings, propery and

equipment

interast on iease liability

Finance income

Finance costs

Share of loss of associates accounted for using the
equity method

Profit before income tax

Income tax expense

Profit for the year

Attributable to:
Equity holders of the Company
Non-controlling interest

Earnings per share attributable to the equity
holders of the Company
- basic and diluted (Shs per share)

17

Notes

21

—-
w

O W w

23

10

29

11

2019 2018
Shs’000 Shs’000
6,823,159 6,593,441

279,046 355,437
(1,118,985) (1,123,363)
(2,239,982) (2,216,755)
(2,626.691) (2,790,441)

(100.321) (23,208)

1,017,126 795,111
(40,906) N

(447 422; (408 248)

(62.012) :

3.445 7.101

(119,268) (126,517)
(29.013) (23.,998)
321,950 243,449

(140,203) (64,444)
181,747 179,005
148,109 125,710

33,638 53,295
181,747 179,005
0.81 0.69




TPS Eastern Africa PLC
Financial statements
For the year ended 31 December 2019

Consolidated statement of comprehensive income

Notes

Profit for the year

Other comprehensive income

Items that may be subsequently reclassified to
profit or loss
Currency translation differences

Totat other comprehensive loss for the year

Total comprehensive income for the year

Attributable to:
Equity holders af the Company

Non-canirotling interest

Total comprehensive income for the year

18

2019 2018
Shs’000 Shs’000
181,747 179,005
(54,321)  (142,287)
(54.321)  (142,287)
127,426 36.718

93,788 (16,577)
33,638 53,295
127,426 36,718




TPS Eastern Africa PLC
Financial statements
For the year ended 31 December 2019

Company statement of profit or loss and other comprehensive income
Year ended 31 December

Notes 2018 2018

Shs’000 Shs’000
Dividend income 85,904 85,190
Other operating expenses 8 {127,101) {19,353)
{Loss} / profit before income tax 8 {41,197) 65,837
Income tax expense 10 - -
Total comprehensive (loss) / income for the year (41,197) 65,837

Altributable to:

Equity holders of the Company (41,187) 65,837
Mon-controlling intersst - -
(41,197) 656,837

19



TPS Eastern Africa PLC

Financial statements
At 31 December 2019

Consolidated statement of financial position

Capital and reserves attributable to
the Company’s equity holders

Share capital
Share premium
Revaluation reserve

Translation

reserve

Retained earnings
Proposed dividends

Mon-controlling interest

Total equity

Non-current liabilities

Borrawings

Deferred income tax liability

Lease liability

Retirement benefit ohligations

Total non-current liabilities

Total equity and non-current liabilities

Non-current assets
Land and buildings

Property and equipment

Intangible assets
Right of use asset

investrent in associates
Deferred income tax asset

Current assets

[nventories

Receivables and prepayments

Current iIncome tax

Cash and cash equivalents

Current liabilities

Trade and other payables

Borrowings

Lease liability
Bank overdraft
Current income tax

Net current liabilities

Net assets

Notes

13
13
14

12

29

15
17
16

&

18

19 (a)
19 (b)
20
21
23
17

24
25

26

27
16
16
26

2019 2018
Shs’000 Shs’000
182,174 182,174

4,392,668 4,392,668
2,389,133 2,423,447
(1,215,638) (1,161,317)
2,616,994 2,434,571
- 63,761

8,365,331 8,335,304
835,908 802,270
9,201,239 9,137 574
3,587,202 1,677,058
1,842,764 1,886,339
425,495 2

41 983 22,081
5807 444 3.585,478
15,098,683 12,723,052
11,641,970 11,189,812
1,806,292 2,067,183
1,271,952 1,274,154
421,560 -
921,834 950,847
2,699 1,113
16,066,307 15,483,109
459,983 475,308
1,139,680 1,267,721
172,920 160,240
147,569 211,745
1,920,152 2,115,014
1,926,286 1,805,800
647,520 2,663,253
12,091 -
300,304 392,308
1,575 13,710
2,887,776 4,875,071
(967,624) (2,760,057)
15,098,683 12,723,052

The financial statements on pages 17 to 83 were approved and authorised for issue by the
board of directors on 26 May 2020 and signed on its behalf by:

Francis

DirectorI \Q4 o “\\:*L\(‘K

omo Okello
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TPS Eastern Africa PLC
Financial statements
At 31 December 2019

Company statement of financial position

Equity

Share capital

Share premium
Retained earnings
Proposed dividends

Total equity

Non-current assels
Investment in subsidiaries
Investment In associates

Currenl asseis
Recelvables and prepaymenis
Cash and cash equivalents

Current liabilities
Trade and other payables
Bank overdraft

Net current assets

Notes

13
13

12

25
26

27
26

As at 31 December

2019 2018
Shs’000 Shs’000
182,174 182,174
4,392,668 4,392,668
832,728 873,925

- 63,761
5,407,570 5512528
4,185,002 4231797
B4D,330 840,330
5,026,332 5072127
397,935 444108

= 356

397,935 444 464
16,308 4,063
389 -
16,697 -
381,238 440,401
5,407,570 5,512,528

The financial statements on pages 17 to 83 were approved for issue by the board of directors

on 26 May 2020 and signed on its behaif by:

i |

- e a &
by Brawt ey b B R e

Rl\ S BB T

Francis Okomo QOkello
Director

s

21

Mahmud Jan Mohamed—
Director -
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TPS Eastern Africa PLC
Financial statements
For the year ended 31 December 2019

Consolidated statement of cash flows

Operating activities

Cash generated from operations
Interest received

Lease payments

Income tax paid

Net cash generated from operating activities

Investing activities

Purchase of land and bulldings

Purchase of property and equipment

Proceeds from disposal of praperty and egquipment

Net cash utilised in investing activities

Financing activities

Proceeds from long term berrowings
Payments of long term borrowings
Dividends paid to Company’s shareholders

Net cash utilised in financing activities

Net decrease in cash and cash equivalents

Movement in cash and cash equivalents

At start of year
Decrease
Effect of currency translation differences

At end of year

26

Notes

28

16

19(2)
19 (b)

15
15
12

26

Year ended 31 December

2019 2018
Shs’000 Shs’000
1,348,615 820,356
3,445 7,101
(86,795) .
(192,922) (188,184)
1,072,343 539,273
(7,443) (B97,161)
(852,711) (390,345)
1,337 4413
(658,817) (1,283,093)
182,529 341,745
(561,919) (421,697)
(63,761) (63,761)
(443,151) (143,713)
(29,625) (787,533)
(180,563) 611,779
(29,625) (787,533)
57,453 (4,809)
(152,735) (180,563)




TPS Eastern Africa PLC
Financial statements
For the year ended 31 December 2018

Company statement of cash flows

Profit before income tax

Add back
Impairment of investment in subsidiary

Adjusiments for:
Changes in working capital

- recevabies and prepayments
- payables and accrued expenses

Met cash generated from operating activities

Financing activities
Dividends paid 0 Company's sharenolders

Net cash utilised in financing activities

Net decrease in cash and cash equivalents
Movement in cash and cash equivalents

At start of year
Decrease

At end of year

27

Year ended 31 December

Notes 2019 2018
Shs’000 Shs’000

(41,197) 65,837

22 45,795 -
46.173 (12,127)

12,245 (146)

63,016 53,564

12 (63.761) (63.761)
(63,761) (63,761)

(745) (10,197)

356 10,553

(745) (10,197)

26 (389) 356
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TPS Eastern Africa PLC
Financial statements
For the year ended 31 December 2019

Notes

1

2

(a)

General information

TPS Eastern Africa PLC is incorporated in Kenya under the Companies Act as a public limited liability
company and is domiciled in Kenya, The address of its registered office is.

Williamson House
4™ Ngong Avenue
PO Box 48690
00100 Nairobi
Kenya

The Company s shares are listed on the Nairobi Securities Exchange

For the Kenyan Companies Act reporting purposes, the balance sheel is represented by the statement
of financial position and profit and loss account by the income siatement in these financial statements

Summary of significant accounting policies

The principa! accounting policies adaopted in the preparation of these financial statements are set out
below These policies have bean consistently apphed to all years presented, unless otherwise stated.

Going concern

The directors have considered the following matters relating to the use of the going concern basis of
preparation of the financial statements

Since 31 December 2019, the spread of the novel strain of coronavirus ("COVID-19") has severely
impacted many economies globally, and not least the tourism, travel and hospitality sector. On 11
March 2020, the World Health Organisation declared COVID-19 a global pandemic and recommended
strict containment and mitigation measures worldwide. Across East Africa, businesses have been
forced to cease or limit operations for long or indefinite periods of time

Measures taken to contain the spread of the virus, including travel bans, quarantines, social distancing,
and closures of non-essential services, have triggered significant disruptions to our operations
throughout East Africa, resulting in an unprecedented economic slowdown. Indeed, the East African
hospitality and leisure sector has experienced great volatility and a significant weakening. Meanwhile,
management await positive tangible actions from Governments and Central Banks with effective
monetary and fiscal interventions to stabilise these desperate economic conditions

Notwithstanding the above, on 27 March 2020 the Group announced that it would temporarily close
operations until 15 June 202¢ due to COVID-19. Plans for re-cpening in H2 2020 are now earnestly
under preparation. Management is continuously evaluating operating scenarios and identifying
measures that allow cash preservation in the short term; they are also reassessing the Group's
strategic options and priorities for the medium to longer term,

Impact assessment

The duration and impact of the COVID-18 pandemic, as well as the effectiveness of Government and
Central Bank responses, remains unclear. It is therefore not possible to reliably estimate the duration
and severity of the consequences of the pandemic, as well as its impact on the financial position and
results for future periods. Nevertheless, management have evaluated the potential impact of COVID-
19 on the business based on the following possible scenarios and key assumptions

28



TPS Eastern Africa PLC
Financiai statements
For the year ended 31 December 2019

Notes (continued)

2 Summary of significant accounting policies {continued)

{a) Going concern (continued)

T

e Best case scenario — Assuming the pandemic will have been contained in next few months to .
enable a soft re-opening from July 2020. !
o OQutbreak in Kenya and worldwide is contained by the end of June 2020
© Curfew remains in place until the end of May 2020
o Normalgy starts to return from June 2020, with progressive return of business by January
2021

o Economic activity returns to January 2020 levels, by January 2021

o Soft re-opening from July 2020 with initial demand from local, national and regwonal
corporate market, Targeted and phased room inventory, food & beverage and Maisha
wellness offerings made available

o Some demand for Safari high seasaon of July o September 2020

» \Worsl case scenario — Assuming the pandemic will extend to Q4 2020
o Widespread outbreak in Kenya, wider East Africa and resurgence internationally
Prolonged lockdown until end of September 2020
Normalcy to return from October 2020
Progressive return of business by April 2021
Economic activity returns to January 2020 levels, by May 2021
TPS Hotels re-open in October 2020 with skeleton operations
Low demand for Safari business in the off-peak season of October to December 2020

o0 0000

Impact on financial performance :

The Group's revenue has been curtailed due to the various measures taken by the East African
Governments to curb the spread of COVID 19, such as grounding of airlines and closure of hotels and
restaurants. Management considers that the worst-case scenario would result in a year on year
decrease in revenue of KShs. 2.8 billion {or 41%) for the year ended 31 December 2020

Management expect to mitigate the impact of reduced revenues through the following measures, all
of which are subject to ongoing review:

e All key supplier terms and conditions have been renegotiated either for retrospective or
extended credit, even retrospective discounts for Q1 2020. Third party contfracts, e.g. for
outsourced security services, solar power, insurance and marketing have been revised in line
with skeleton operations and in readiness for increased efficiencies on soft re-opening

s Following discussions with employees and unions across its operations, management has
planned payrolt cost reductions from: cancellation of 2020 pay awards, cessation of casual
labour, consented paid and unpaid leave, at least 40% sacrifice in remuneration of
management and junior positions commencing April 2020

Impact on projected cash flows and borrowinas

At 31 December 2019 the Group’s current liabilities exceed its current assets by Shs 968 million (2018:
Shs 2.8 billiecn), The Group had borrowings ameunting to Shs 4.5 billion at 31 December 2019,
primarily taken out to fund expansion and refurbishment of hotels and lodges

Management have embarked on re-financing the Group's debt with primary lenders since mid-
February 2020, tmmediately following indications of market forces adversely impacting Serena's
international leisure bookings, Consequently, discussions o seek suspension of 2020 loan principal
and interest obligations, as well as waivers for breach of 2020 financial covenants, are well advanced
with respective lenders
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(@)

Summary of significant accounting policies (continued)
Going concern (continued)

To the date of this report, the Group has secured the following support from key stakeholders:

Kenya

e LISF 1.5M increased overdraft facility from ABSA Bank Kenya PLC (ABSA (K)), commencing
April 2020. this will take the total overdraft held to US$ 4M

s Progressive and positive discussions with senior lenders since February 2020, to suspenc 2020
loan repayments (PROPARCO & ABSA (K): totalling US$3.67M} and intarest costs (Proparco:
LIS$1.2M), Disclissions are progressing well, and all partes expect to formalise these
maodifications by H1 2020

e Maijority shareholder advances of US$3.3M received fo the date of this report. and a further
US$2 TM currently under review for appraval by H1 2020

Tanzania

e US3 06M increased overdraft facility from ABSA Bank Tanzania Limited, commencing April
2020 with a further US$ 0.25M under final review. This will take the total facility to US$ 1.5M

Based on the progress of the re-financing and debt restructuring negotiations, management believe
that the Group will have adequate finances to meet its financial commitments for the foreseeable
future. Management expect o conduct further reviews in Q4 2020 i order to agree on a restructuring
of the loan agreement terms, in recognition of the longer-term impiications of COVID-19 on the travel
and hospitality industry.

Conclusion

The Directors are of the view that once the market returns to a ‘new normal’, the Group will be well
placed to capitalise on the difficult yet prudent cost curtailment, re-adjustment; and re-financing
decisions actioned, This, coupled with the opportunity to renew the Serena brand in the new normal
marketplace post COVID-19, should enable the Group to bounce back and get back on track in the
medium term.

However, the directors acknowledge that uncertainty remains over the duration and mpact of
COVID-19 on the Group’s business and, as a consequence of this, the Group’s ability to meet its
funding requirements and to refinance or repay its banking facilities as they fall due. If for any reason,
the Group is unable to continue as a going concern, then this could have an impact on the Group’s
ability to realise assets at their recognised values, in particular property. plant & equipment and
goodwill, and to extinguish borrowings and other liabilities in the normal course of business at the
amounts stated in these financial statements,
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(b) Basis of preparation

The financial statements are prepared in compliance with Internaticnal Financial Reporting Standards
(IFRS). The measurement basis applied Is the historical cost basis, except where otherwise stated in
the accounting policies below. The financial statements are presented in Kenya Shillings (Shs},
rounded to the nearest thousands, except where otherwise indicated

The preparation of financial statements in conformity with IFRS reguires the use of certain critical
accounting esomales it also requires management to exercise its judgement in the process of applying
the Group's accounting pelicies. The areas imvolving a higher degree of judgemen! or complexity, or
whare assumptions and estimates are significant 1o the financial statements, are disolosed in Note 3.

(i) New and amended standards adopted by the Group

The Group has applied the following standards and amendments for the first time for the annual
reparting year commencing 1 January 2014

e |FRS 16 Leases
Adoption of IFRS 16: Leases

The Group has adopted IFRS 16 leases retrospectively from 1January 2019 but has not restated
comparatives for the reporting period ended December 2018, as permitted under the specific transition
provisions In the standard, The reclassifications and the adjustments arising from the new leasing rules
are therefore recognised in the opening balance sheet on 1 January 2019,

On adoption of IFRS 16, the Group recognised lease liabilities in relation to leases which had
previously been classified as ‘operating leases’ under the principles of IAS 17 Leases These liabilities
were measured at the present value of the remaining lease payments, discounted using the lessee’s
incremental borrowing rate as of 1 January 2019. The observable incremental borrowing rate applied
to the lease liabilities on 1 January 2019 was 13%.

[FRS 16 introduced a single, on-balance sheet accounting model for lessees. As a result, the Group,
as a lessee, has recognised right-of-use assets representing its rights to use the underlying assets
and lease liabilities representing its obligation to make lease payments. After the adoption of IFRS 16,
the Group recognises an amortization expense on the right-of-use assets and an interest expense
accruing on the lease liabilities and no longer recognises an operating lease expense for these leases
as was the case in 1AS 17 Lease accounting

The Group's leasing activities and significant accounting policies

Majority of the Group's leases are property leases which include office space, parks, land occupied by
hotels and various camps.

Lease terms are negotiated on an individual basis and contain a wide range of terms and conditions.
However, leases in similar categories have almost similar and homogeneous contract terms albeit with
varying lease periods and lease amounts. Rental contracts are typically made for fixed pericds varying
between one to 45 years with a pre-determined rent expense escalation clause with renewal periods
as per contract terms

As a lessee, the Group previously classified leases as operating, or finance leases based on

assessment of whether the lease transferred substantially all the risks and rewards of ownership to the
Group
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2 Summary of significant accounting policies (continued)

(b} Basis of preparation {(continued)
{i) New and amended standards adopted by the Group (continued)
Adoption of IFRS 16: Leases (continued)
The Group's leasing activities and significant accounting policies (continued)

Payments made under operating leases (net of any incentives recelved from the lessor) were charged
to statement of profit or loss and other comprehensive income on a straight-line basis aver the period
of the lease

At any reporting date, prepaid operating lease rentals were categorsed under recewvables and
prepayments and currant and noncurrent assets determined on the basis of the duration of iease perjod
paid for in advance in the statement of financial position. After the adoption of IFRS 16, Leases are
recognised as a right-of-use asset and a corresponding liability at the date at which the leased assel
is avaitable for use by the Group

Each iease payment is allocated between the liability and finance cost. The finance cost is charged to
the iIncome statement over the lease period to produce a constant periodic interest on the remaining
balance of the liability for each period. The right-of use asset Is depreciated over the shorter of the
asset's useful life and the lease term on a straight-line basis,

Cash generated from operations increased as |lease costs are no longer included in this category
Interest paid increased, as it includes the interest portion of the lease liability payments and the capital
portion of lease liability repayments which is included in cash used in financing activities. Lessor
accounting remains like previous accounting under IAS 17

Transition to IFRS 16 Changes in accounting policy

The lease liability is the present value of the remaining lease payments, discounted using the lease’s
incremental borrowing rate at the date of the initial application. The Right-of-use asset measurement
Is by retrospective calculation, using a discount rate based on the Group’s incremental borrowing rate
at the date of initial application

Assets and liabilities arising from a lease are initially measured on a present value basis. Lease
liabilities include the net present value of the following lease payments
« fixed payments (including in-substance fixed payments), less any lease incentives receivable,
e variable lease payment that are based on an index or a rate;
e amounts expected to be payable by the lessee under residual value guarantees;
e the exercise price of a purchase option if the lessee is reasonably certain to exercise that
option; and
« payments of penalties for terminating the lease, if the lease term reflects the lessee exercising
that option

The lease liability 1s subsequently increased by the interest cost on the lease liability and decreased
by lease payments made. Interest costs are charged to the income statement over the lease period to
produce a constant periodic rate of interest on the remaining balance of the liability for each period

It Is re-measured when there is a change in future lease payments arising from a change in index or
rate, a change in the estimate of the amount payable under a residual value guarantee, or as
appropriate, changes In the assessment of whether a purchase or extension option Is reasonably
certain to be exercised or a termination option is reasonably certain not to be exercised.

32



TPS Eastern Africa PLC
Financial statements
For the year ended 31 December 2019

Notes (continued)

2

(b)

Summary of significant accounting policies (continued)
Basis of preparation (continued)

i} New and amended standards adopted by the Group {continued)
Adoption of IFRS 16-Leases (continued)
Transition to IFRS 16 Changes in accounting policy (continued)

Payments associated with short-term leases and leases of fow-value assets are recognised on a
straight-ling basis as an expense in profit or loss. Short-ierm leases are leases with a lease term
of 12 months

As a general policy guideling, lease payments are discounted using the Group's mcremeantal
borrowing rate which is detarmined from time to time based on the prevailing macro-sconomic
and regulatory guldelines

The Group has elected to use the incrementat rate of borrowing that reflects what it would have
io pay to barrow over a similar term and with similar secunty, the funds necessary to obtam an
asset of similar value to the right-of-use asset in a similar economic environment. The nitial
incremental cost of borrowing for Shs denominated leases Is 13% guided by the Central Bank of
Kenya Rate (CBR} + 400 basis points which was the ceiling lending rate for banks and lending
institutions in Kenya as stipulated by Central Bank of Kenya at the time of adoption of IFRS 16
The rates used for Uganda and Tanzania are 20.14% and 21.30% respectively, being
representative of the respective countries incremental borrowing rates.

The right-of-use assets are initially measured at cost comprising the following:

e the amount of the initial measurement of the lease liability.

¢ any lease payments made at or before the commencement date less any lease incentives

received.

+ any initial direct costs.
The right-of-use assets are subsequently measured at cost less any accumulated amortization
and impairment losses and adjusted for any re-measurement of the lease liability. The nght-of-
use assets are deprectated over the shorter of the assets’ useful lives and the lease terms on a
straight-line basis

Practical expedients appiied

In applying IFRS 186 for the first time, the Group has used the following practical expedients
permitted by the standard:
¢ applying a single discount rate to a portfolio of leases with reasonably simitar
characteristics,
e relying on previous assessments on whether leases are onerous as an alternative to
performing an impairment review — there were no onerous confracts as at 1 January
2019,
+ accounting for operating leases with a remaining lease term of less than 12 months as
at 1 January 2019 as short-term leases;
e excluding initial direct costs for the measurement of the right-of-use asset at the date of
initial application; and
» Uusing hindsight in determining the lease term where the contract contains options to extend
or terminate the lease.
The Group reassessed whether a contract is or contains a lease at the date of initial application
and applied Interpretation 4 Defermining whether an Arrangement contains a lease.

33




TPS Eastern Africa PLC
Financial statements
For the year ended 31 December 2019

Notes (continued)

2

(b)

Summary of significant accounting policies {continued)

Basis of preparation (continued)
i) New and amended standards adopted by the Group (continued)
Adoption of IFRS 16: Leases (continued}

Transition to IFRS 16: Changes in accounting policy (cantinued)
Renewal and termination options

In determining the lease term, management considers all facts and circumstances that create an
economic incentive to exercise an extension option, or not exercise a termination aption

Extension options (or periods after termiriation options) are only included in the le2ase tarm if the
lease Is reasonably cerain to be extended (or not terminated). The Group applies judgement in
assessing whether it is reasonably fikely that options will be exercised

The assessment is reviewed If a significant event or a significant change in crcumstances ooeurs
which affects this assessment and that is within the control of the lessee

Lease and non- lease component

Several lease contracts include both lease and non-lease components. The Group allocates the
consideration in the contract to each lease and non-lease component based on their contractual
terms

The Group has not elected the practical expedient to account for non-lease components as part
of its lease liabilities and right-of-use assets. Therefore, non-lease components are accounted for
as operating expenses and are recognised In profit or loss as they are incurred

Impact on transition

On transition to IFRS 16, the Group recognised right-of-use assets and lease liabilities.

When measuring lease liabilities for operating leases, the Group discounted the future lease
payments using its incremental borrowing rate of 13%

A reconctliation of the operating lease commitments disclosed as at 31 December 2018

discounted using the incremental borrowing rate at 1 January 2019 to the lease liability
recognised on 1 January 2019 is disclosed in Note 16 and Note 21.
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Summary of significant accounting policies (continued)
Basis of preparation (continued)
ii} New standards and interpretations not yet adopted

Certain new accounting standards and interpretations have been published that are not
mandatory for 31 December 2019 reporting perieds and have not been early adopted by the
Group. These standards are not expected to have a material impact on the entity in the current
or future reporting periods and on foreseeable future transactions

Consolidation
() Subsidiaries

Subsidiaries are all entities (including structured enhbies) over which the group has control.
The group controls an entity when the group 1s exposed to, or has nghts to, vanable returns
from its involvement with the entity and has the ability to affect those returns through its power
over the entity. Subsidiaries are fully consolidated from the date on which control is transfarred
to the Group. They are deconsolidated from the date that control ceases

The Group applies the acquisition method to account for business combinations. The
consideration transferred for the acquisition of a subsidiary I1s 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
lrability resulting from a contingent consideration arrangement, Identifiable assets acquired and
liabilittes 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 acquiree on an acquisition-by-acquisition basis, either at fair value or at the non-controlling
interest’s proportionate share of the recognised amounts of acquiree’s identifiable net assets.

Acquisition-related costs are expensed as incurred.

If the business combination is achieved in stages, the acquisition date carrying value of the
acquirer's previcusly held equity interest in the acquiree is re-measured to fair value at the
acquisition date; any gains or losses arising from such re-measurement are recognised in profit
or loss

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 1s
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. Contingent consideration that is classified
as equity is not re-measured, and its subsequent settlement is accounted for within equity

Inter-company transactions, balances and unrealised gains on transactions between group
companies are eliminated. Unrealised losses are alsc eliminated. YWhen necessary, amounts
reported by subsidiaries have been adjusted to conform to the Group’s accounting policies
Acquisition of entities under common control is accounted for using predecessor accounting

{ii) Changes in ownership interests in subsidiaries without change of control

Transactions with non-controlling interests 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 consideration paid and the relevant share acquired of
the carrying vaiue of net assets of the subsidiary is recorded in equity. Gains or losses on
disposals to non-controlling interests are alse recorded in equity
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{c}

Consolidation (continued)
{iii) Disposal of subsidiaries

When the Group ceases to have control any retained interest 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 carrying amount for the purposes of subsequently
accounting for the retained interest as an associate, joint venture or financial asset In
addition, any amounts previcusly 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 may mean that amounts previously recognised in other comprehensive
income ara reciassified to profit or loss

(iv) Associstes

Associates are all entities over which the group has significant influence but not contral,
generally accompanying a shareholding of between 20% and 50% of the voting rights
investmants in associates are accounted for using the equity method of accounting Under
the equity method, the investment is initially recognised at cost, and the carrying amount is
Increased or decreased to recognise the investor's share of the profit or loss of the investee
after the date of acquisition. The group’s investment in asscciates includes goodwill identified
on acquisition

If the ownership interest in an associate is reduced but significant influence is retained, only
a proportionate share of the amounts previously recognised in other comprehensive income
Is reclassified to profit or loss where appropriate

The Group's share of post-acquisition profit or loss is recognised in the income statement,
and its share of post-acquisition movements in other comprehensive income Is recognised
in other comprehensive income with a corresponding adjustment to the carrying amount of
the investment. When the Group’s share of losses in an associate equals or exceeds its
interest in the associate, including any other unsecured receivables, the group does not
recognise further losses, unless it has incurred legal or constructive obligations or made
payments on behalf of the associate

The Group determines at each reporting date whether there is any objective evidence that
the investment in the associate is impaired . If this is the case, the group calculates the amount
of impairment as the difference between the recoverable amount of the associate and its
carrying value and recognises the amount adjacent to ‘share of profit/ (loss) of associates in
the income statement.

Profits and losses resulting from upstream and downstream transactions between the Group
and its associate are recognised in the Group's financial statements only to the extent of
unrelated investor's interests in the associates. Unrealised losses are eliminated uniess the
transaction provides evidence of an impairment cof the asset transferred. Accounting policies
of associates have been changed where necessary to ensure consistency with the policies
adopted by the Group. Dilution gains and losses arising in investments in associates are
recognised in the income statement.
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Summary of significant accounting policies (continued)
Consolidation {continued)
(v} Joint arrangements

The Group applies IFRS 11 to all joint arrangements. Under IFRS 11 investments in joint
arrangements are classified as either joint operations or joint ventures depending on the
contractual rights and obligations of each investar

Linder the equity method of accounting, interesis in joint ventures are initially recognised at cost
and adjusied thereafter to recognise the Group's share of the past-acquisition profits or losses
and movements in other comprehensive income.

When the Group's share of losses in a joint venture equals or exceeds s interests in the joint
vertures (which includes any long-term interasts thal in substance, form part of the Group’s net
investment in the joint venturas), the Group does not recognise further losses, unless it has
incurred obligations or made payments on behalf of the joint ventures

Unrealised gains on transactions between the Group and Its joint ventures are eliminated to the
extent of the group’s interest in the joint ventures. Unrealised losses are also eliminated unless
the transaction provides evidence of an impairment of the asset transferred. Accounting policies
of the joint ventures have been changed where necessary to ensure consistency with the
policies adopted by the group,

(vi} Separate financial statements

In the separate financial statements, investments in subsidiaries and associates are accounted
for at cost less impairment. Cost is adjusted to reflect changes in consideration arising from
contingent consideration amendments. Cost also includes direct attributable costs of investment.

Dividend income is recognised when the right to receive payment is established
Functional currency and translation of foreign currencies
{iy Functional and Presentation currency

ltems included in the financial statements of each of the Group’s entities are measured using
the currency of the primary economic environment in which the entity operates ('the Functional
Currency’). The consolidated financial statements are presented in Kenya Shillings, which is
the Company’s Functional and Presentation currency.

{iy Transactions and balances

Foreign currency transactions are translated into the Functional Currency using exchange rates
prevailing at the dates of the transactions or valuation where items are re-measured. 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 income statement.

Foreign exchange gains and losses that relate to borrowings are presented in the income

statement within ‘finance income or cost’. All other foreign exchange gains and losses are
presented in the income statement within ‘other operating income’ or ‘'other expenses’.
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Summary of significant accounting policies (continued)
Functional currency and translation of foreign currencies (continued)
{iiy Transactions and balances (continued)

Translation differences related to changes in amortised cost are recognised in the income
statement, and other changes in carrying amount are recognised in other comprehensive
income

Translation differences on non-monetary financial assels and habilities, such as equities held
at fair value through profit or loss, are recognised in the iIncome statement as part of the fair
value gain or loss. Translation differences on non-monetary financial assats, such as equiies
classified as fair value through other comprehensive Income are recognised

(i) Group companies

The results and financial position of ail the Group entities {(none of which has the currency of
a hyperinfiationary econemy) that have a functional currency different from the presentation
currency are translaled into the presentation currency as foliows:

{i) assets and liabilities for each statement of financial position presented are transiated at
the closing rate at the end of the reporting period,

{ii) income and expenses for each income statement amount are translated at average
exchange rates (uUnless this average is not a reasonable approximation of the cumulative effect
of the rates prevailing on the transaction dates, in which case income and expenses are
translated at the dates of the transactions), and

{iiiy all resulting exchange differences are recognised in other comprehensive income in the
currency translation reserve,

On consolidation, exchange differences arising from the translation of the net investment in
foreign operations are taken to other comprehensive income. When a foreign operation is
partially disposed of or sold, exchange differences that are recorded in equity are recognised
in the income statement as part of the gain or loss on sale.

Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated as
assets and liabilities of the foreign entity and translated at the ¢losing rate.

(e) Segment reporting

Operating segments are reported in a manner consistent with the internal reporting provided
to the chief operating decision-maker (CODM), The CODM who makes strategic decisions and
who is responsible for allocating resources and assessing performance of the operating
segments has been identified as the Managing Director.
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Summary of significant accounting policies {continued)
Revenue recognition

The Group recognises revenue for direct sales of goods and rendering of services. Revenue is
recognised as and when the Group satisfies a performance obligation by transferring control of a
product or service to a customer. The amount of revenue recognised is the amount the Group
expects to receive in accordance with the terms of the contract, and excludes amounts collected
on behalf of third parties, such as Vaiue Added Tax (VAT).

Room revenue 1s recognised on occupancy. Food and beverage revenue is recognized an billing,
following consumption whereas gift shop sales are recognized on transfer of goods Revenue
from other sources such as gym. bird walks, archery et is recognised based on the performance
of the service

For each of the revenue streams, the Group recognises revenue over time or at a point in time
specifically afier the perforrmance obligation of transfer of goods or service o the customer has
been fulfilled.

The Group policy is to allocate the total transaction price to the performance obligations in the
product offer / contract by referance to their relative stand-alone selling prices, e.g for Food &
Beverage at standard cost price grossed up for industry margins Where such a stand-alone
selling price is not directly observable, e.g. Bird Walks, Archery etc., the Group undertakes
reasoned standard estimates based on cost plus a margin

Interest income is recognised using the effective interest method.
Dividends are recognised as income in the period the right to receive payment is established
Land and buildings, property and equipment

All categories of land and buildings, property and equipment are initially recorded at cost. Land
and buildings are subsequently shown at fair value, based on periodic, (at least once every five
years), valuations by external independent valuers, less subsequent depreciation for leasehold
land and buiidings. All other property, plant and equipment is stated at historical cost less
depreciation. Historical cost includes expenditure that is directly attributable to the acquisition 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 probabie that future economic benefits associated with the item
will flow to the Group and the cost of the item can be measured reliably. All other repairs and
maintenance are charged to profit or loss during the financiai period in which they are incurred.

Increases in the carrying amount arising on revaluation are credited to a revaluation surplus
reserve in equity. Decreases that offset previous increases of the same asset are charged
against the revaluation surplus; all other decreases are charged to profit or loss. Each year the
difference bhetween depreciation based on the revalued carrying amount of the asset (the
depreciation charged to profit or loss} and depreciation based on the asset's original cost is
transferred from the revaluation surplus to retained earnings.
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Summary of significant accounting policies (continued)
Land and buildings, property and equipment {(continued)

Depreciation on assets is calculated using the straight line method to write down their cost or
revalued amounts to their residual values over their estimated useful lives, as foliows

Useful life Residual values
Leasehold land and buildings  Over the period of the lease 35%
Computers 3 -4 years -
Maotor vehicles 4 years -
Furniture and fittings 10 years 25%
Lift installations 10 years 25%
Laundry equipment 10 years 25%

The asseis’ residual values and usefdl lives are reviewed, and adjusied if appropnate, at each
reporting date

On opening of @ new umit, initial purchases of operating equipment. such as crackery and
beddings are capialised at cost and subsequent replacements (o maintain cperating
equipment at par stock level are expensed in the year of purchase Carrying values are
validated every three years.

An asset's carrying amount is written down immediately to its estimated recoverable amount if
the asset’s carrying amount is greater than its estimated recoverable amount.

Gains and losses on disposal of property and equipment are determined by reference to their
carrying amount and are included in profit or loss. On disposal of revalued assets, amounts In
the revaluation surplus relating to that asset are transferred to retained earnings

Intangible assets
Goodwill

Goodwilt arises on the acquisition of subsidiaries, associates and joint ventures and represents
the excess of the consideration transferred over the Company’s interest in net fair value of the
net identifiable assets, liabilities and contingent liabilities of the acquiree and the fair value of the
non-controlling interest in the acquiree

For the purpose of impairment testing, goodwill acquired in a business combination is allocated
to each of the CGUs, or groups of CGUs, that is expected to benefit from the synergies of the
combination. Each unit or group of units to which the goodwill is allocated represents the lowest
level within the entity at which the goodwill is monitored for internal management purposes.
Goodwill is monitored at the operating segment level

Goodwill impairment reviews are undertaken annually or more frequently if events or changes in
circumstances 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 costs to sell. Any
impairment is recognised immediately as an expense and is not subsequently reversed
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Summary of significant accounting policies {(continued)
Impairment of non-financial assets

Assets that have an indefinite useful life — for example, goodwill or intangible assets not ready
to use- are not subject to amortisation and are tested annually for impairment. Assets that are
subject to amortisation are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable. An impairment loss
1s recognised for the amount by which the asset's carrying amount exceeds its recoverable
amount The recoverable amount is the higher of an asset's fair value less costs to sell and
valug in use

Far the purposes of assessing impairment, assets are grouped at the lowesl levels for which
there are separately identifiable cash flows (cash-generating units). Non-financial assets other
thar goodwill that suffered impairment are reviewed for possibie reversal of the impairment at
each reporing date

Financial instrumants
(1) Initial recognition

Financial instruments are recognised when, and only when, the Group becomes party to the
contractual provisions of the instrument. All financial assets are recognised initially using the
trade date accounting which is the date the Group commits itself to the purchase or sale

(i) Classification
The Group classifies its financial instruments into the following categories:

a) Financial assets that are held within a business model whose objective is to hold assets in
order to collect contractual cash flows, and for which the contractual terms of the financial
asset give rise on specified dates to cash flows that are solely payments of principal and
interest on the principal amount outstanding, are classified and measured at amortised cost.

b) Financial assets that are held within a business model whose objective is achieved by both
collecting contractual cash flows and selling financial assets, and for which the contractual
terms of the financial asset give rise on specified dates to cash fiows that are solely
payments of principal and interest on the principal amount outstanding, are classified and
measured at fair value through other comprehensive income.

¢) All other financial assets are classified and measured at fair value through profit or loss.

d} Financial liabilities that are held for trading, financial guarantee contracts, or commitments
to provide a loan at a below-market interest rate are classified and measured at fair value
through profit or loss. The Group may aiso, on initial recognition, irrevocably designate a
financial liability as at fair value through profit or loss if doing so eliminates or significantly
reduces a measurement or recognition inconsistency

e} All other financial liabilities are classified and measured at amortised cost.

Financial instruments held during the year were classified as follows:
e Trade and other receivables were classified as at amortised cost.

e Trade and other liabilities were classified as at amortised cost.
s Borrowings and lease liability are classified at amortised cost.
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Summary of significant accounting policies (continued}
Financial instruments {continued)

(i) Initial measurement

On initial recognition

« Financial assets or financial liabilities classified as at fair value through profit or loss are
measured at fair value.

¢ Trade receivables are measured at their ransaction price

e Al other categones of financial assets and financial liabillties are measured at the fair value
plus or minus transachon costs that are directly attributable to the acquisition or issue of the
nstrument.

(V) Subseguent maasurament

Financial assets and financial habilities after inltial recogrition are measured either al amontised
cost. at far value through ather comprehensive income, or at fair value through profit or lass
according to their classification.

Interest income, dividend income, and exchange gains and losses are recognised in profit or
loss

Fair value is determined as set out in Note 4 fair value estimation. Amortised cost is the
amount at which the financial asset or liability is measured on initial recognition minus principal
repaymeants, plus or minus the cumulative amortisation using the effective interest method of
any difference between the initial amount and the maturity amount and, for financial assets,
adjusted for any loss ailowance.

{v) Impairment

The Group recognises a loss allowance for expected credit losses on debt instruments that are
measured at amortised cost or at fair value through other comprehensive income. The loss
allowance i1s measured at an amount equal to the lifetime expected credit losses for trade
receivables and for financial instruments for which: (a) the credit nisk has increased significantly
since initial recognition; or (b) there is observable evidence of impairment {a credit-impaired
financial asset).

All changes in the loss allowance are recognised in profit or loss as impairment gains or losses

Lifetime expected credit losses represent the expected credit losses that result from all possible
default events over the expected life of a financial instrument. Expected credit losses are
measured in a way that reflects an unbiased and probability-weighted amount determined by
evaluating a range of possible outcomes, the time value of money, and reascnable and
supportable information that is available without undue cost or effort at the reporting date about
past events, current conditions and forecasts of future economic conditions

(v1) Presentation
All financial assets are classified as non-current except those that are held for trading, those
with maturities of less than 12 months from the reporting date, those which management has

the express intention of holding for less than 12 months from the reporting date or those that are
required to be sold to raise operating capital, in which case they are classified as current assets,
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(k)

Summary of significant accounting pclicies {continued)
Financial assets (continued)
(vi) Presentation (continued)

All financial liabilities are classified as non-current except those held for trading, those expected
to be settled in the Group's normal operating cycle, those payable or expected to be paid within
12 months of the reporting date and those which the Group does not have an unconditional right
to defer settlement for at least 12 months afier the reporting date

(vil) De-recognition

Financial assels are derecognised when the rights to receive cash flows from the financial asset
have expired, when the Group has transferred substantally all risks and rewards of ownership,
or when the Group has no reasonable expectations of recovering the asset

Financial lizbilities are derecognised only when the obligation specified in the contract is
discharged or cancelled or expires,

When a financial asset measured at fair value through other comprehensive income, other than
an equity instrument, is derecognised, the cumulative gain or loss previously recognised in other
comprehensive income Is reclassified from equity to profit or loss as a reclassification
adjustment. For equity investments for which an irrevocabile election has been made to present
changes in fair value in other comprehensive income, such changes are not subsequently
transferred to profit or loss

{viii) Offsetting

Financial assets and liabilities are offset and the net amount reported in the statement of financial
position only when there is a legally enforceable right to set off the recognised amounts and
there is an Intention to settle on a net basis, or realise the asset and settle the liability
simultaneously.

Leases

The Group’s leases majorly comprise of property leases which include office space, parks, land
occupied by hotels and various camps.

Contracts may contain both lease and non-lease components. The Group allocates the
consideration in the contract to the lease and non-lease components based on their relative
stand-alone prices.

Lease terms are negotiated on an individual basis and contain 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.

Until the financial year 2018, all the leases in the Group were classified as operating leases

From 1 January 2019, leases are recognised as a right-of-use asset and a corresponding liability
recognised at the date at which the leased asset is available for use by the Group
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Summary of significant accounting policies (continued)

Leases (continued}

(i) [Initial recognition

Assets and liabilities arising from a lease are initially measured on a present value basis.
(ii) Lease liabilities

l.eaze llabiities include the netl presant value of the following lease payments:

= fixed paymenis (including in-substance fixed payments), fess any lease incentives
receivable,

s variable lease payment thal are based on an index or a rale, inttially measured using the
index or rate as at lhe commeancemen! date;
amolnts expected o be payable by the comparny Under residual value guarantees,

» the exercise price of a purchase option IF the Group is reasonably carlain to exercise thal
optian; and

s payments of penalties for lerminating the lease, if the lgase ierm reflects the Group
exercising that option.

Lease payments to be made under reasonably certain extension 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 determined, which is generally the case for leases in the company, 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, secunty and conditions,

To determine the incremental borrowing rate, the Group.

* where possible, uses recent third-party financing received by the Individual lessee as a
starting point, adjusted to reflect changes in financing conditions since third party
financing was received,

e uses a build-up approach that starts with a risk-free interest rate adjusted for credit risk
for leases held by the Group, which does not have recent third-party financing, and

« makes adjustments specific to the lease, e.g. term, country, currency and security.

The company is exposed to potential future increases in variable lease payments based on an
index or rate, which are not included in the lease liability until they take effect. When
adjustments to lease payments based on an index or rate fake effect, the lease liability I1s
reassessed and adjusted against the right-of-use asset.

Lease payments are allocated between principal and finance cost. The finance cost is charged

to profit or loss over the lease period so as to produce a constant periodic rate of interest on
the remaining balance of the liability for each period.
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(m)

Summary of significant accounting policies (continued)
Leases continued
{ii) Right of use assef

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 commencement date less any lease incentives
received,

* any inibal direct costs, and

e restoration costs

Right-of-use assets are generally depreciated over the shorter of the assel's useful life and the
fease term on a straight-line basis If the Group is reasonably ceriain to exercise a purchase
option, the rnght-of-use asset is depreciated over the underfying asset's usefut life. While the
Group re-values its land and buildings that are presented within property, plant and equipment.
it has chosen not to do so for the rght-of-use bulldings held by the Group

Payments associated with short-term leases of equipment and all leases of low-value assals
are recognised on a straight-tine basis as an expense in profit or 10ss. Short-term leases are
leases with a lease term of 12 months or less. Low-value assets comprnse |T equipment and
small items of office furniture

(iii) Variable lease payments

Variable lease payments are recognised in profit or loss in the period in which the condition
that triggers those payments occurs.

{iv) Extension and termination options

Extension and termination options are included in several property and equipment leases
These are used to maximise operational flexibility in terms of managing the assets used in the
Company's operations. Most of the extension and termination options held are exercisable
only by the Company and not by the respective lessor. The Company takes intc consideration
the extension and termination options in determining the right of use asset and lease lability.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is determined by the
weighted average method and computed as the cost of purchase plus any incidental costs
incurred in bringing inventory items to their present location. Net realisable value is the estimate
of the selling price in the ordinary course of business, less the costs of completion and selling
expenses. Inventories mainly comprise hotel consumables, food and beverage items.

Share capital

Ordinary shares are classified as ‘share capital’ in eguity. Any premium received over and
above the par value of the shares is classified as ‘share premium’ in equity.

Cash and cash equivalents
In the consolidated statement of cash flows, cash and cash equivalents includes cash in hand,
deposits held at call with banks, other short-term highly liquid investments with original maturities

of three months or less, and bank overdrafts. Bank overdrafts are shown within borrowings in
current liabilities on the statement of financial position
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(p)

Summary of significant accounting policies {continued)
Employee benefits
{iy Retirement benefit obligations

For unionised employees in two Subsidiaries, the Group has an unfunded obligation to pay
terminal gratuities under its Collective Bargaining Agreement with the union. Employees who
resign after serving for periods of between five years and ten years, receive eighteen days’
salary and house allowance for each completed year of service at the rate of pay applicable
at the date of resigning Those wha resign after serving for more than ten years receive twanty-
four days’ salary and house allowance for each completed year of service. The defined benefit
chligation is calculated annually by independent actuaries using the projected unit cred:t
miethod

The Group opetatas a defined contribution benefil scheme for all its permanent emplayees
after their first year of employment. The assels of the scheme are held in a separate truslee
administered fund, which is funded by contributions from bath the Group and the employeas
The Group and all its permanent employees also contribute to the statutary Mationa! Socia!
Security Funds, which are defined contribution schiemes The Group's contributions to both
these defined contribution schemes are charged to the income statement in the year in which
they fall due. The Group has no further obligation once the contributions have been paid. The
estimated monetary liability for employees’ accrued annual leave entittement at the reporting
date is recognised as an expense accrual

(i) Termination benefits

Termination benefits are payable when employment is terminated by the Group before the
normai retirement date, or whenever an employee accepts voluntary redundancy in exchange
for these benefits. The Group recognises termination benefits when it is demonstrably
committed to a termination, when the entity has a detailed formal plan to terminate the
employment of current employees without possibility of withdrawal. In the case of an offer
made to encourage voluntary redundancy, the termination benefits are measured based on
the number of employees expected to accept the offer. Benefits falling due more than 12
months after the end of the reporting period are discounted to their present value.

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; any differences
between proceeds (net of transaction costs) and the redemption value is recognised in the
income statement over the period of the borrowings

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

Dividend distribution
Dividend distribution to the Company's shareholders is recognised as a liability in the period in

which they are declared. Dividends are declared upon approval at the annual general meeting
Proposed dividends are disclosed separately within equity until declared
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Summary of significant accounting policies (continued)
Current and deferred income tax

The tax expense for the periocd comprises current and deferred income tax. Tax is recognised
in the income statement except to the extent that it relates to items recognised In other
comprehensive income or directly in equity. In this case, the tax is also recognised in other
comprehensive income or directly in equity respectively

The current income iax charge is calculaled on the basis of the tax enacted or substantively
enactad at the reporting date. Managemant periodicaily evaiuates positions taken in tax returns
with respect to situations in which applicable lax regulation 1s subject to inlerpretation It
esiablishes provisions where appropriate or the basis of amounts expected to be paid to the
{ax authorties

Deferrad income tax 1s recognised, using the liability method, on temporary differences ansing
beween the tax bases of assels and liabiliies and their carying values in the financial
sisteinents: However, deferred tax liabiliies are hol recognised f they anse from the nitial
recognition of goodwil; deferred incame tax is not accounted for if it anses from initial recogrition
of an asset or liability in a transaction other than a business combination thal at the tme of the
transaclion affects neither accounting nor taxable profit or loss. Deferred income tax 1s
determined using tax rates and laws that have been enacted or substantively enacted at the
reporting date and are expected to apply when the related deferred income tax liability is settled

Deferred income tax assets are recognised only to the extent that it is probable that future taxable
profits will be available against which the temporary differences can be utilised

Deferred income tax is provided on temporary differences arising on investments in subsidiaries
and associates, except where the timing of the reversal of the temporary difference is controlled
by the Group and it is probable that the temporary difference wilt not reverse in the foreseeable
future

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

Critical accounting estimates and judgements

Estimates and judgements are continually evaluated and are based on historical experience
and other factors, including experience of future events that are believed to be reascnable
under the circumstances.

(i) Critical accounting estimates and assumptions

The Group and Company makes estimates and assumptions concerning the future. The
resulting accounting estimates will, by definition, seldom equal the related actual results. The

estimates and assumptions that have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next financial year are addressed below:
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Critical accounting estimates and judgements (continued)
(i} Critical accounting estimates and assumptions (continued)

impairment of goodwill

The Group tests annually whether goodwill has suffered any impairment, in accordance with
the accounting policy stated in Note 2(h). The recoverable amounts of cash-generating units
have been determined based on value-in-use calculations. These calculations require the use
of assumptions which are disclosed in detall under Note 20

Impairment losses ol financial assets

The measurement of the expected credil loss allowance for financial assels measurad at
amortised cost is an area thal requires the use of model=s and significant agsumptions about
future economic conditions and credit behaviour (e.g. the ikalthood of clistomers defaulting and
the resulting losses).

& number of significant judgements are also required i applyng the accounting requiremants
for measuring ECL, such as

+ Determining criteria for the definition of default;

» Choosing appropriate models and assumptiens for the measurement of ECL, and

Significant debtors, mainly reiating to related party balance are assessed for impairment on an
individual basis

As at 31 December 2019, certain key judgements and estimations were made regarding the
above items, as they relate to the determination of expected credit losses on financial assets

Fair value of property

The determination of the carrying value and the related depreciation of property requires use of
judgements and assumptions. These are further disclosed in Note 19

Income taxes

The Group is subject to income taxes in various jurisdictions. Judgement is required in
determining the Group’s provision for income taxes. There are many transactions and
calcuiations for which the ultimate tax determination is uncertain during the ordinary course of
business. The Group recognises liabilities for anticipated tax audit issues based on estimates
of whether additional taxes will be due. Where the final tax outcome of these matters is different
from the amounts that were initially recorded, such differences will impact the income tax and
deferred tax provisions in the period in which such determination is made.

Useful lives of property, plant and equipment

The Group's management determines the estimated useful lives, assets’ residual values and
related depreciation charges for its property, plant and equipment. This estimate is based on
projected product lifecycles for its assets. It could change significantly as a result of technical
innovations and competitor actions in response to severe industry cycles.

Right of use assel and lease liability

In determining the applicable discount rate on present value of the lease liabilities, the directors’
assumptions are based on the risk free rate together with inflation rate, country risk and market
premium.

48



TPS Eastern Africa PLC
Financial statemenis
For the year ended 31 December 2019

Notes (continued)

3

Critical accounting estimates and judgements (continued}
(1) Critical judgements in applying the Group’s accounting policies

In the process of applying the Group’s accounting policies, management has made judgements
in determining

» the classification of financial assets and leases.

o whether financial and non-financial assets are impaired.

o the recoverability of defarred tax assets.

Financial risk management

The Group's and the Company's activity expose it to a vanety of financial risks compnsing
market nsk (including foreign exchange risks, interest rate rnisk and pnee nisk), credit risk and
liguidity risk. The Group's overall risk management programme focuses on the unpredictabylity
of financial marke!s and seeks to minimise adverse effects on its financal performance within
the options available in East Africa to hedge against such risks

Financial risk managemeant i1s carried out by Management under the guidance of the Board of
Directors. Board of directors identifies, evaluates and hedges financial risks. The Board of
Directors provides guidance on principles for overall risk management covering specific areas
such as foreign exchange risk, interest rate risk, credit risk, use of derivative and non-derivative
financial instruments and investment of excess liquidity.

Market risk
(i} Foreign exchange risk

The Group operates internationally and is exposed to foreign exchange risk arising from various
currency exposures, primarily with respect to the US dollar. Foreign exchange risk arises from
future commercial fransactions and recognised assets and liabilities.

The Group aims to minimise volatility arising from fluctuations in exchange rates by adopting
natural hedges such as holding cash balances in foreign currencies to hedge against any foreign
currency denominated amounts payable

The Group manages foreign exchange risk by converting its foreign currency collections into
focal currency on an ongoing basis to cater for its operational requirements. As a result, the
Group does not hold large amounts of foreign currency deposits. In addition, the Group receives
its collections in foreign currency and therefore any future foreign currency commercial
transactions are settled in the same currency to avoid the effect of swinging currency exchange
rates.

Currency exposure ansing from the net assets of foreign operations is managed primarily
through borrowings denominated in the relevant foreign currencies

At 31 December 2019, if the Kenya Shilling had weakened/strengthened by 1% against the US
Dollar with all other variables held constant, consolidated post tax profit for the year would have
been Shs 8,536,997 (2018 profit for the year of Shs 11,870,092) higher/lower, mainly as a
result of US dollar receivables, payables, bank balances and borrowings.
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Financial risk management {continued)

Market risk (continued)

(1) Price risk
The Group does not have any assets subject to price risk as at 31 December 2019 (2018: nil}.

(iii) Interest rate risk

The Group has borrowings at variable rates The Group does nol hedge Itself against interest
rate risk. No imits are placed on the ratic of variable rate borrowing to fixed rale borrowing. At
31 December 2019, an increase/decrease of 1% on interest rate would have resulted in an
increase/decrease in consolidated post tax profit of Shs 3,357,338 (2048 profit of Shs
4 460,084)

(iv} Fair value risk

The Group does not have any significant assets subject to fair value risk as at 31 December
2019 (2018: Nil).

Credit risk

Credit risk is the risk that a counterparty will default on its contractual obligations resulting in
financial loss to the Group. Credit risk arises from cash at bank and short term deposits with
hanks, as well as trade and other receivables, The Group does not have any significant
concentrations of credit risk.

The credit controller is responsible for managing and analysing credit risk for each new customer
before standard payment and delivery terms are offered. The credit controller assesses the
credit quality of the customer, taking into account its financial position, past experience and
other factors. The utilisation of credit limits 1s regularly menitored.

For banks and financial institutions, only reputable well established financial institutions are
accepted. The amounts that represent the Group’'s maximum exposure to credit risk is equal to
the carrying amount of financial assets in the statement of financial position,

The Group has adopted the Expected Credit Losses (ECL) model to determine the impairment
of trade receivables. The Group opted to adopt the simplified approach of determining the
impairment provision. This model includes some operational simplifications for trade
receivables, contract assels and lease receivables, because they are often held by entities that
do not have sophisticated credit risk management systems. These simplifications eliminate the
need to calculate 12-month ECL and to assess when a significant increase in credit risk has
occurred. Debts that are considered to be non-performing are impaired at 100%.
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Credit risk

An expected credit loss is computed for the performing balances based on a loss rate computed
as the average loss rate on credit safes over the preceding 5 years

Related party receivable balances are assessed for impairment based on the counterparty’'s
ability to settle on demand.

For cash at bank, management assesses the expectad credit loss based on probability of default
attached to the vanous banks by externat rating agencies.

The amount that best represents the Group's and Company's maximum exposure to cradil risk
at 31 December is made up as follows:

Trade receivables Group Company
2019 2018 2019 2018
Shs'000 Shs'000 Shs'000 Shs'000
Trate recavables 754,538 B26,684 - -
Expected credit iosses (64,398) {61,033) - -
Carrying amount 690,140 765,651 - -

The Company does not hold any collateral against the past due or impaired receivables. The
management continues to actively follow up past due receivables.

Group Company
Other receivables 2019 2018 2019 2018
S$hs’000 Shs’000 Shs’000 Shs’000
Advances to related parties 454 422 386,303 456,770 444 108
Loss allowance (96,956) - (63,004) -
Other receivables 18,638 43,926 4,169 -
376,104 430,229 397,935 444,108
Cash at bank 147,569 211,745 - 356
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Liguidity risk

The Company's approach to managing liquidity is to ensure, as far as possible, that it will always
have sufficient liquidity to meet its liabilities when due, under both normal and stressed conditions,
without incurring unacceptable losses or risking damage to the Company’'s reputation. Liguidity risk
may result from an inability to sell a financial asset quickly at close to its fair value. A major portion
of the Company's funds are held in cash and cash equivalents which are readily available to meet
expected operational expenses, including the servicing of financial obligations

The table below analyses the Group's and the Campany’'s financial habilites into relevant maturity
groupings based on the remaining period at the reporiing date 1o the contractuai maturity date The
amounts disclosed in the table below are the contraciual undiscounted cash fiows. Balances due
within 12 months egual thair carrying balances, as the impact of discounting is not significant.

{a) Group {ess than 1 Between 1 Between 2 and Over 5
year and 2 5 years years
Shs'000 Shs'000 Shs'000 Shs'000
At 31 December 2019:
- borrewings and interest 1,194,757 534,024 985,855 2.483,555
- frade and other payables 1,928,285 - - -
- lease lability 12,091 421,560 - -
3,133,133 955,584 985,855 2,483,555
At 31 December 2018: '
- borrowings and interest 3,478,542 627 404 967,997 519,281
- trade and other payables 1,805,800 - - -
5,284,342 627,404 967,997 519,281
(b} Company Less than 1 Between 1 Between 2 and Over 5
Shs’000 Shs’000 Shs’000 Shs’000
At 31 December 2019:
- borrowings and interest 399 - - -
- frade and other payables 16,308 - - -
16,707 - - -

At 31 December 2018:
- trade and other payables 4,063 - - -

See further disclosures in relation to borrowings under Note 15
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Financial risk management {continued)

Capital manaagement

The Group's objectives when managing capital are to safeguard the Group’s ability to continue as
a going concern in order to provide returns for shareholders and to maintain an optimal capital
structure to reduce the cost of capital. In order to maintain or adjust the capital structure, the Group
may adjust the amount of dividends paid to shareholders, issue new capital or sell assets to reduce
debt.

The Group monitors capital on the basis of the gearing ratio. This ratio is caiculated as net debt
divided by total capital. Net debt 's calculated as total borrowings less cash and cash egquivalents
Total capital is calculated as equity, as shown in the statement of financial position, plus net debt
During 2019 the Group's strategy. which was unchanged from 2018, was o mamtain a gearing ratio
below 40%.The gearing ratios at 31 December 2019 and 2018 are as follows

2019 2018

Shs'000 Shs'000

Total borrowings (Note 15) 4,535,026 4732619
Less. cash and bank balances (Note 26) (147 ,569) (211,745}
Net debt 4,387,457 4,520,874
Total equity 9,201,239 9,137,574
Total capital 13,588,696 13,658,448
Gearing ratio 32% 33%

Fair value estimation

The different level of fair value measurement hierarchy is described as follows

e Quoted prices (unadjusted) in active markets for identical assets (level 1),
e Inputs cther than quoted prices included within level 1 that are observable for the asset, either
directly (that is, as prices) or indirectly (that is, derived from prices) (level 2); and
Inputs for the asset that are not based on observable market data (that is, uncbservable data)
(level 3}
The fair value of financial instruments traded in active markets is based on quoted market prices at
the year-end date. A market is regarded as active if quoted prices are readily and regularly available
from an exchange, dealer, broker, industry group and those prices represent actual and regularly
occurring market transactions on an arm'’s length basis. These instruments are included in level 1

The fair value of financial instruments that are not traded in an active market is determined by using
vajuation technigues such as discounted cash flow analysis. These valuation techniques maximise
the use of observable market data where it is available and rely as little as possible on entity specific
estimates. If all significant inputs required to fair value an instrument are observable, the instrument
is included in level 2. if one or more of the significant inputs is not based on observable market
data, the instrument is included in level 3.

Land and buildings under property and equipment disclosed under Note 19 represent the fair value
estimation in these financial statements. Their fair valuation is determined using level 3 data.
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Financial risk management (continued)

Fair value estimation fcontinued}

Financial instruments not measured at fair value

The following table summarizes the carrying amounts and fair values of those financial assets and
liabiities not presented on the Group’s statement of financial position at their fair value:

Carrying value Fair value
Group 2019 2018 2019 2018
Shs 000 Shs 000 Shs 000 Shs 000
Financial assets
Receivabiles and prepayments 1,139,680 1,267,721 1,139,680 1,267.721
Cash and cash equivalents 147,569 211,745 147,589 211,745
1,287,249 1479466  1.287,249 1,470 466
Financial liabilities
Borrowings 4,535,026 4732619 4535026 4,732,619
Trade and other payables 1,926,286 1,805,800 1,926,286 1,805,800
Lease liability 437,586 - - -
6,898,898 6,638,419 6,461,312 6,638,419
Company
Financial assets
Receivables and prepayments 397,935 444,108 397,935 444,108
Cash and cash equivalents - 356 - 356
397,935 444 464 397,935 444,464
Financial liabilities
Borrowings 389 - 389 -
Trade and other payables 16,308 4083 16,308 4,063
16,697 4.063 16,697 4,063

5 Segment information

Management has determined the operating segments based on the reports reviewed by the
Managing Director that are used to make strategic decisions

The Managing Director considers the business from both a geographic and product perspective
Geographically, management considers the performance in Kenya, Uganda and Tanzarnia as the
key operating segments. Zanzibar is included within the Tanzania segment as it has similar
economic charactenstics and is managed jointly.

The reportable operating segments derive their revenue primarily from accommodation, food and
beverage sales,

The Managing Director assesses the performance of the cperating segments based on profits
before depreciation and amortisation, interest and tax, which is a measure of adjusted earnings
before interest, tax, depreciation and amortisation (EBITDA}. The measure also excludes the
effects of unrealised gains / losses on financial instruments. Inferest income and expenditure are
not allocated to segments, as this type of activity is driven by the central treasury function, which
manages the cash position of the Group
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The revenue from externat parties reported to the Managing Director 1s measured ih a manner
consistent with that in the Income statement. Segment assets are apportioned on a
contractual basis. The measurement basis applied is consistent with Group accounting

policies.

Intersegmental sales relate to management fees charged by TPS (M} Limited and are

eliminated on consolidation

Entity wide information

The Group denves revenue from transfer of goods and services in the lollowing categones:

Room revenue
Food
Beyerage
Others

Timing of revenue recognition

- Overtime
Room revenue

- Atapointintime
Food
Beverage
OCthers
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2019 2018
Shs’000  Shs’ 000
3200912 3177657
2406528 2,330,527
41,731 428,546
683.990 656,711
6,823,159 6,593,441
3200912 3,177,657
2,406,526 2,330,527
441731 428,546
683,990 656,711
3532247 3,415,784
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The segment information provided to the Managing Director for the reportable segments for the year
ended 31 December 2019 is as follows:

Revenue

Less inter segmeantal sales

Net reyanue from third
paries

EBITDA

Depreciation and
amortisation

Incoime tax
credit{expense)

Share of foss from
assaciate

Investmeant in associate

Additions to non-current
asseis

Total assets

Total liabilities

Goodwill

Revenue

Less inter segmental
sales

Net revenue from third
parties

EBITDA

Depreciation and
amortisation

Income tax
credit/(expense)

Share of loss from
associate

Investment in associate

Additions to non-current
assets

Total assets

Total liabilities

Kenya hotels Tanzania Uganda All other Total
and lodges lodges hotel segments
Shs ‘000 Shs ‘000 Shs ‘000 Shs ‘000 Shs ‘000
3,171,345 2,042 914 1,608,900 370,697 7,193,856
= - = {370.697) {370,697y
3,171,345 2042914 1,608,600 = 6,823,159
61,572 467 652 271,315 216,587 1,017,126
(202.523) {114,758) (128,269) {1,871) (447,421}
19,778 {(100,104) (47,513) (12,364) (140,203)
- - - (29,013} {29,013)
- % - 921,834 921,834
578,938 38,724 42,0563 439 660,154
10,190,228 3,096,030 3,161,734 1,538,468 17,986,459
(6,538,594) (1,821,634) (1,200,479) 775487  (8,785220)
324,643 681,016 266,293 - 1,271,952
The segment information for the year ended 31 December 2018 is as follows
Kenya hotels Tanzania Uganda All other Total
and lodges lodges hotels segments
Shs ‘000 Shs ‘000 Shs ‘000 Shs ‘000 Shs ‘000
2,847,863 2,135,000 1,610,779 337,702 6,931,144
- - - (337.702) (337,702
2,847,663 2,135,000 1,610,779 - 6,593,441
52,404 468,900 298,639 1,695 795,111
(186,160) (117,121) (102,009) (2,958) (408,248)
117,380 (104,371} (66,765} {10,687) (64,444)
- - - {23,998) (23,998)
- - - 950,847 950,847
976,658 61,622 247,752 1,574 1,287,506
9,618,510 3,045,069 3,268,684 1,665,860 17,598,123
(5,139,411) (1,957.488)  (1,327,184) (36,466) {8,460,549)
324,643 683,218 266,293 - 1,274,154

Goodwill
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5 Segment information {continued)

The company has disclosed EBITDA because management believes that this measure is relevant
to a better understanding of the financial performance. EBITDA is not a defined performance
measure in IFRS, The Company's definition of EBITDA may not be comparable with similarly titled
performance measures and disclosures by other entities. This disclosure is provided for illustrative
purposes only,

EBITDA is calculated by adjusting profit from the continuing operations to exclude share of
associate results, the impact of taxation, net finance costs, depreciation, amortisation, impairment
icsses and reversals related o goodwill, intangible assets and property, plant and equipmant, A
reconciliation of adjusted EBITDA to profit before tax is provided as follows:

2019 2018

Shs’ 000 Shs’ 000

EBITDA 1,017,126 785111
Depreciation and amartisation (447 422) (408,248)
Deprecation an right of use assel (40,908) -
Interest on leass liability (62.012) -
Finance costs - net (115,823) (118,416)
Share of icss of agsooiates accounted for using the eguity {29.013) (23,998)
Profit before tax 321,950 243,449

There are no significant revenues denved from a single external customer.
& Profit before tax

The following items have been (credited) / charged in arriving at profit before income tax:

Group

2019 2018

Shs’000 Shs’000

Employee benefit expense (Note 7) 2,239,982 2,216,755

Heat, light, power and water (Note 8) 564,278 593,115

Advertising and promotion expenses {Note 8) 350,922 501,252

Repairs and maintenance of property and equipment (Note 8) 417 511 388,731

Net finance costs {Note 9) 115,823 119,416

Receivables — provision for impairment losses (Note 25) 100,321 23,208
Auditors’ remuneration (Company: 2019: Shs 3,082,507 (2018:

Shs 2,949,767)) 18,211 18,362

Profit on disposal of property, plant and equipment (1,297) (2,149)

7 Employee benefits expense
Salaries, wages and other staff costs 2,100,252 2,082 203
Retirement benefits costs

- Defined benefit scheme (Note 18) 38 1,291

- Defined contribution scheme 53,037 48,142

- National Social Security Funds 86,655 85,119

2,239,982 2,218,755

Average number of employees 2,772 2,759
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8

10

Other operating expenses

Group 2019 2018
Shs’000 Shs’000
Advartising and promotions 350,922 501,252
Heat, light, power and water 564,278 593,115
Insurance premiums 160,627 151,896
Operating supplies 222 508 196,574
Royalties and fees 492 811 523,475
Rent 200,622 220,331
Security 77,788 78,068
Repairs and maintenance 417 511 385,731
Chther expenses 135,734 138,589
2,626,681 2,790 441
Company
Annual General Meeting expenses 3889 7.038
Regstry expenses 2,900 3,812
Directors expenses 2,343 3.221
Audit fees 3,083 2,950
Trade publications 3,258 983
Impairment of investment in subsidiary (TPS Mangapwani
Limited) 45795 -
Impairment of other receivables 63,004 E
Other expenses 2,829 1,349
127,101 19,353
Finance income and costs
interest income
- Fixed and call deposits 3,445 6,425
- Staff loans - 676
Net foreign currency exchange gain on borrowings 32,142 -
Finance income 35,587 7,101
Interest expense
Interest expense on borrowings (151,410) (126,066)
Net foreign currency exchange 1088 on borrowings - (451)
Interest on lease liability (62,012) -
Finance costs (213,422) {126,517}
Net finance costs (177,835) {119,416)
Income tax expense
Current income tax 168,108 181,741
Deferred income tax (Note 17) {27,905) (117,297}
Income tax expense 140,203 64,444
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1

12

Income tax expense (continued)

The tax on the Group's profit before income tax differs from the theoretical amount that
would arise using the statutory income tax rate as follows:

Group

2019 2018

Shs’000 Shs'000

Profit before income tax 321,950 243,449
Tax calculated at domestic rates applicable to profits n

the respective countries at 30% (2018 30%) 46 585 73,035

Tax effect of

Income not subject 1o 1ax (11,931 15,157

Expenses not deductible for tax purposes 54 900 21,492
Cwer! (under) provision of deferred income tax in prior

year 549 {(45,240)

Income {ax expense 140,203 64,444

The Company's income relates to dividend income which is not subject to corporate income
tax.

Earnings per share
Basic earnings per share are calculated by dividing the profit attributable to equity holders

of the Company by the weighted average number of ordinary shares in issue during the
year

2019 2018
Profit attributable to equity holders of the Company
(Shs 000s) 168,317 125,710
Weighted average number of ordinary shares in issue
(thousands) 182,174 182,174
Basic earnings per share (Shs) 0.81 0.69

There were no potentially dilutive shares outstanding at 31 December 2019 or 31 December
2018. Diluted earnings per share are therefore the same as basic earnings per share.

Dividends per share

Proposed dividends are accounted for as a separate component of equity until they have
been ratified at the Annual General Meeting. Qualifying shares for 2019 were 182,174,108
shares (2018: 182,174,108 shares), No dividend for the year ended 31 December 2019 is
to be proposed at the forthcoming annual general meeting. (2018: Shs 0.35 per share
amounting to Shs 63,760,938)

Payment of dividends is subject to withholding tax at a rate of either 5% or 10% depending
on the residence of the respective shareholders
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13 Share capital Number of
shares
{Thousands)

Balance at 1 January 2018, 31 December
2018 and 31 December 2019 182,174

Ordinary
shares
Shs’000

182,174

Share
premium
Shs’000

4,392,668

Total authorised number of ordinary shares is 200,000.000 shares with a par value of Shs 1 00
per share 182,174 108 (2018 182,174, 108) shares are issued and are fully paid

14 Revaluation reserve

The revaluation reserve represents solely the surplus on the revaluation of buildings net of

daferred income tax and s non-distnbutable

15 Borrowings Group Company
2019 2018 2019 2018
Shs™000 Shs’000 Shs'000 Shs'000
The borrowings are made up as follows
Non-current
Term loans 3,587,202 1,677,058 - -
Current
Bank overdraft 300,304 392,308 389 -
Term loans 647 520 2,663,253 - -
947,824 3,055,561 389 -
Total borrowings 4535026 4,732,619 389 -
Reconciliation of liabilities arising from financing activities
2019 2018
Shs’000 Shs’000
Year ended 31 December
At start of year 4,340,311 4,414,475
interest expense 151,410 126,066
tnterest capitalised 142,274 127,977
Foreign exchange loss (19,883) (248,255)
Cash flows
Proceeds from borrowings 182,529 341,745
Repayments of borrowings (561,919) (421,697)
At end of year exclusive of bank overdrafts 4234722 4,340,311
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Notes (continued)

15 Borrowings (continued)

16

Notes
{1) Taken over by ABSA Bank Tanzania Limited in 2019

()  AKFED loans have no fixed maturity, however they are not payable within 12 months of
the balance sheet date.

(i)  As at 31 December 2019, the Group was in breach of certain PROPARCO loan
covenants The breach arose due to the delayed completion of Nairobi Serena Hotel
extension and refurtishment project. The project was completed in Q4, 2019 The lenders
issued wavers by 31 Decemper 2018 1in relation to the breaches Subsequent (o the year
end, the parties are progressing discussions o reschedule the repaymenls of the
PROPARCO loan in 2020 due to the impact of Covid-19 on the business

(v) A= al 31 December 2019 the Group was in breach of certain loan covenarits on loans
from Abza Bank of Kenya and Absa Bank of Tanzania The lenders issued walvers by 31
Decamber 2019 in relation to the breaches Further, subsequent to year-end, the pariies
are progressing discussions o :ncrease credit ines and reschedule repayments of ABSA
Bank Kenya PLC and ABSA Bank Tanzania Limited loans 1n 2020, due to the impact of
Covid-19 on the business

Borrowings in respective currencies were as follows

Group
2019 2018
Currency Shs’000 Shs’000
US Dollars 3,764,752 3,301,725
Kenya Shillings 770,275 1,428,880
Tanzania Shillings - 2.014
Total borrowings 4,535,027 4,732,619
Lease liability
Group
2019 2018
Shs’000 Shs’000
Opening balance - -
Adoption of IFRS 16 462,419 -
Interest charge 62,012 -
Lease payments during the year (86,795) -
Translation difference (50)
437,586 -

The lease liability is classified as follows:

Non-current lease liability 425,495 -
Current lease liability 12,091 -
437,586 -
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17 Deferred income tax
-
Deferred income tax is calculated using the enacted income tax rate of 30% (2018: 30%). The movement i

on the deferred income tax account is as follows:

Group Group
2019 2018
Deferred income tax asset Shs’000 Shs’000
At start of year (1,113) (831)
Charge to profit or ioss (Note 10) 26 (58)
Charge to equlty (1,612) (224)
At end of year (2,699) i {1,113}
Deferred income tax liability
At start of year 1,886,339 2,028,010
Charge to profit or loss (Note 10) (27,931} (117,239)
Charge to equity (15,644} (24,432)
At end of year 1,842 764 1,886,339
Deferred income tax asset Charge/ Charge/
{credit) (credit)
1.1.2019 to P/L to equity 31.12.201%
Shs’000 Shs’000 Shs’000 Shs’000
Deferred tax liabilities
Property, plant & equipment
- on historical cost 213,380 (106,189) - 107,191
- on revaluation surpluses 365,698 - 6,344 372,042
579,078 (106,189) 6,344 479,233
Deferred tax assets |
Tax losses carried forward {341,204) (2,245) - (343,449) l
Other temporary differences {238,987) 108,460 {7,956) {138,483)
{580,191} 106,215 (7,958) {481,932)
[
Net deferred tax asset (1,113) 26 (1,612) (2,699) i
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17 Deferred income tax {continued)

Deferred income tax liabilities

Property, plant & equipment
- on histoncal cost
- on revaluation surpluses
Other tempaorary differences

Deferred tax assels
Provisions

Tax losses carriad forward
Exchange rate variance

Net deferred tax liability

1.1.2019 Charge/{credit) Charged/({credit) 31.12.2019
to profit or loss to equity
Shs’000 Shs’000 Shs’000 Shs’000
1,280,908 249557 - 1,530,465
1,180,066 (8412) {9.260) 1,162,393
370,305 12,232 - 382 537
2,631,279 233 377 (9.260) 3075396
(15.004) (31,174} = {41,178)
(760,883) (250,134) - {1,011,018)
(174,063 (6,384) (180,437)
(944,940) (281,308) (6,384) (1,232,633)
1,886,339 {27,931) (15,644) 1,842,764

The President of Kenya assented to the Tax Amendment Bill, 2020 on 25 Aprl 2020, Part of the
amendments included a reduction in corporate tax for companies from 30% to 25%. We have assessed the
impact of this on the Kenyan entities deferred tax numbers and note this to be immaterial. The financial

statements have therefore not been updated to take this into account.

Deferred income tax of Shs 27,428,000 is anticipated to be utilised in the next 12 months in relation to tax

losses.
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17 Deferred income tax (continued)

Deferred income tax asset Charge/ Charge/
(credit) {credit)

1.1.2018 to PIL to equity 31.12.2018

Shs’000 Shs’000 Shs’000 Shs’000

Deferred tax liabilities
Property. plant & equipment

- on histarical cost 215 802 (2.422) - 213,380
- an revaluation surpluses 363.080 - 2,618 365,698
578,882 (2.422) 2618 579,078
Deferred tax assets
Tax losses carried forward (338,527) (2.677) - (341,204
Other temporary differences (241,188} 5.041 (2,842) (238,887)
(579,713) 2,364 (2,842) (580.191)
Net deferred tax asset (831) {58) (224) {(1,113)
Deferred income tax liabilities Charge/ Charge/
(credit) (credit)
1.1.2018 to PIL to equity 31.12.2018
Shs’000 Shs’000 Shs’000 Shs’000

Deferred tax liabilities
Property, plant & equipment

- on historical cost 647,339 633,569 - 1,280,908

- on revaluation surpluses 1,199,020 (18,136) (818) 1,180,066
Other temporary differences 370,588 (283} - 370,305
2,216,947 615,150 (818) 2,831,279

Deferred tax assets

Provisions 508 {10,602) - (10,004)
Tax losses carried forward {38,006) (664,703) = (703,789)
Under provision prior year - {57,084) - (57,084)
Exchange rate variance (150,439) - {23,614) (174,053)
(188,937) (732,389) (23,614) (944,940)
Net deferred tax liability
2,028,010 {117,239} (24,432) 1,886,339
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18 Retirement benefit obligations

For unionised employees in two Subsidiaries, the Group has an unfunded obligation to pay
terminal gratuities under its Collective Bargaining Agreement with the union, Employees who
resign after serving for periods of between five years and ten years, receive eighteen days’ salary
and house allowance for each completed year of service at the rate of pay applicable at the date
of resigning. Those who resign after serving for mere than ten years receive twenty-four days’
salary and house allowance for each completed year of service. The defined benefit obligation is
calculated annually by independent actuaries using the projected unit credit method

Provision for employees’ entitliement to gratuity s based on the number of years warkerd by
indwidual employees up to the reparting date. The movement during the year is as follows

Group

2019 2018

Shs’'000 Shs'000

At start of year 22,081 22 0497
Additional provision 23.684 1,281
Unused amounts reversed {1.319) -
Benefits paid / transferred to pension scheme {2,463) (1,307)
At end of year 41,983 22,081

The scheme was last valued by an independent actuary as at 31 December 2019, The significant
actuarial assumptions were as follows,

- discount rate 15.0%
- future salary increases 7.0%

The sensitivity of the defined benefit abligation to changes in the weighted principal assumptions
1s not significant for 2019 and 2018,

Under IAS 19 revised, actuarial gains and losses are recognised in the other comprehensive
income. Consistent with prior year, actuarial losses are charged to income statement on the basis
of materiality. The charge to profit or loss is made up of interest charge and current service cost.

Assumptions regarding future mortality experience are set based on actuarial advice, published
statistics and experience in the industry. The Directors do not anticipate variation of the
assumptions to impact the obligations significantly.

In the opinion of the Directors, the provision for gratuity entitlement for employees fairly reflects
the Group's future obligation under the terms of the Collective Bargaining Agreement. The
scheme has no dedicated assets,

A slight increase or reduction In the actuarial assumptions does not resuit in a material change In
the liability and the Group adopted the most conservative resultant lability
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19 (a) Land & buildings - Group

At 1 January

At cost or revaluation
Accumulated depreciation
Translation differences

MNel bock amount

Year ended 31 December
Opening net book amount
Additions

Transfers from wark in progress

Pepreciation chame
Translation differences

Closing net book amount

At 31 December
At cost or revaluation

Accumuiated depreciation
Translation differences

Net book amount

2019 2018
Shs'000 Shs'000
15,682,013 12,882,624
(3.087,878) (2,862,964)
(1,404,323) (1,252,843)
11,189,812 8,766,817
11,189,812 8,766,817
7,443 160,256
758,946 2,639,133
(262,718) (224 914)
(51.513) (151,480)
11,641,970 11,189,812
16,448,402 15,682,013
(3,358,721) (3,087,878}
(1,447,711) (1,404,323)
11,641,970 11,189,812
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19 (b) Property and equipment - Group

Operating Vehicles & Capital work in Total
equipment equipment progress
Shs'000 Shs'000 S$hs'000 Shs’000

At 1 January 2018
At cost 4,029,167 357,662 2,461,569 6,848,298
Accumulated depreciation (2,535,250) (304,298) - (2,839,548)
Translation differences {124,845) (27 024) (31.129) (182,998)
Met book amount 1,368,072 26 240 2,430,440 3,825 7h2
Year ended 31 December
2018
Opening net book amount 1,360,073 26,240 2,430,440 3.825,752
Additions 111.045 - 1,016,205 1,127,250
Disposals (3,B58) - J (3,858
Transfers 211774 - (2,850,907} {2,639.133)
Write off - - (10,754) (10,754)
Depreciation charge (170,481) (12,853) - (183,334)
Depreciation on disposal 1,585 - - 1,685
Translation differences (23,773) (476) (26,077) (50,326)
Closing net book amount 1,495,365 12,911 558,907 2,067,183
At 31 December 2018
At cost 4,348,128 357,562 616,113 5,321,803
Accumulated depreciation (2,704,145) (317,151) - {3,021,296)
Translation differences (148,618) (27,500) (57,206) (233,324)
Net book amount 1,495,365 12,911 558,907 2,067,183

Capital work in progress is mainly in relation to capital projects being undertaken with respect to properties in
Kenya, Uganda and Tanzania
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19 (b} Property and equipment — Group (continued)

At 1 January 2019

At cost

Accumulated depreciation
Translation differences

Net book amount as reported
Pnor year change on write off

Year ended 31 December
2019

Opening net book amount
Additions

Disposals

Transfers

Depreciation charge
Depreciation on disposal
Translation differences

Closing net book amount

At 31 December 2019

At cost

Accumulated depreciation
Translation differences

Net book amount

Borrowing costs of Shs 142,274 487 relating to the Proparce loan have been capitalised in the year (2018 Shs

127,876,611).

Operating Vehicles & Capital work in Total
equipment equipment progress
Shs'000 Shs'000 Shs'000 Shs’000
4,348,128 357,662 616,113 5,321,803
(2,704,145} {317,151) = (3,021,296)
{148,618) (27.500) {57,208) {233,324)
1,485,365 12,911 558,807 2,067,183
(206) 50 (156)
1,495,158 12,911 558 957 2,087,027
1,495,159 12,911 558,957 2,067,027
105,372 - 547,339 652,711
(426) - {6,505) {6,931)
279,300 - {1,038,245) (758,945)
(179,943) (4,604) - (184,547
327 - - 327
356,695 7 947 36,649
1,735,484 8,314 62,493 1,806,291
4,732,168 357,662 118,752 5,208,482
(2,883,761) (321,755) - {3,205,516)
{112,923) (27,493) (56,259) {196,675)
1,735,484 8,314 62,493 1,806,291
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19

Property and equipment — Group (continued)

in the opinion of the directors, there is no impairment of property and equipment. Land and
buildings for Tourism Promotion Services (Kenya) Limited, JAJA Limited, TPS (OP) Limited
and TPS (Uganda) Limited were revalued on 31 December 2016 by independent
professional valuer C.P. Robertson-Dunn while Tourism Promotion Services (Tanzania)
Limited, Tourism Promotion Services (Zanzibar) Limited and Upekee Lodges Limited were
revaiued by H & R Consultancy Limited in Tanzania.

Revaluations of properties in Kenya and Zanzibar were made on the basis of earnings for
existing use The assumpticns applied were as foillows,

Discount rate — 14%

Growth rate — 6%

Kenya's EBITDA margin — 21%

Zanzibar's EBITDA margn — 18%

Cost of construction in Tanzania — Shs 40,700 per square meters

The resultant surplus net of deferred income tax of Shs 218 million was recognised in tha
revaiuation reserve through other compgrehensive INcome.

As at 31 December 20186, if the discount rate had increased by 1% with alt other variables
held constant, the valuation would have been lower by Shs 240,884,000

As at 31 December 2016, if the discount rate had decreased 1% with all other variables held
constant, the valuation would have been higher by Shs 572,618,000,

As at 31 December 20186, if the gross margin rate had decreased / increased by 1% with all
other vaniables held constant, the valuation would have been higher / lower by Shs
80,588,000.

As at 31 December 2016, if the growth rate had decreased / increased by 1% with all other
variables held constant, the valuation would have been higher / lower by Shs 39,496,000.

Revaluations of properties in Tanzania were based on sales comparable method by market
participants (replacement cost basis) and the resultant revaluation loss net of deferred tax of
Shs 16 million recognised in the revaluation reserve through other comprehensive income

Capital work In progress is mainly in relation to capital projects being undertaken with respect
to properties in Kenya, Uganda and Tanzania.

If the buildings, freeheld and leasehold land were stated on the historical cost basis
{adjusted for translation differences), the amounts would be as follows

Group
2019 2018
Shs’000 Shs’000
Cost 11,118,439 8,319,050
Accumulated depreciation (2,405,118} (2,020,599)
Net book amount 8,713,321 6,298,451
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20

intangible assets - Goodwill
Intangible assets comprise of goodwill arising from acquisitions over the years. The
allocation of goodwill by cash generating unit is as follows:
Kenya Tanzania Uganda Total
Shs'000 Shs'000 Shs'000 Shs'000
At start and 324643 683,218 266,293 1,274 154
Impairment of Mangapwani - (2,202) - (2 202)
Atend of year 324,643 681,018 266,293 1,271,852

The directors monitor goodwill impainment at the segmeant level, being the gash generating unit
{CGL) The group tests whether goodwill has suffered any impairment on an annual basis The
recoverable amount of the cash generating unit (CGU) is defermined based on value-in-use
calculations which reguire the use of assumptions. The calculations use cash flow projections
based on financial budgets approved by the management covering a five-year period The
Managing Director considers the business from a geographic perspective. Geographically,
management considers the performance in Kenya, Uganda and Tanzania

Management has made the following assumptions in assessing for goodwill impairment:

2019

Tanzania Uganda Kenya
Budgeted average EBITDA margin (%) 13% 21% 26%
Long term growth rate (%) 6% 6% 6%
Pre-tax discount rate (%) 16% 15% 15.5%
Annual capital expenditure as a % of revenue 4% 4% 4%
2018

Tanzania Uganda Kenya
Budgeted average EBITDA margin (%) 24% 29% 23%
Long term growth rate (%) 8% 6% 6%
Pre-tax discount rate {%) 16% 15% 15.5%
Annual capital expenditure as a % of revenue 4% 4% 4%

These assumptions have been used for the analysis of each operating segment within the
business segment Management determined budgeted EBITDA margin based on past
performance and its expectations for the market development. The weighted average growth
rates used are consistent with the forecasts included in industry reports. The discount rates used
are pre-tax and reflect specific risks relating to the relevant segments
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20 Intangible assets — Goodwill {continued)

21

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

Assumption

1. EBITDA growth as

determined by

iy  Room Gocoupancy
rates

it} Room rates

i) Budgsted average
gross margins

2 Annual capital
expenditure as a % of
revenue

3. Long term growth
rate

4. Pre-tax discount
rate

Approach used to determine values:

Average room occupancy rate over the five-year forecast period. based on
past performance and management expectatons of market cevelopment

Average annual growth rate over the five-year forecast penod, based on
current industry trends and including long term country inflation forecast

Basad on past performance and management expectations of the fltlire

Expected cash costs in the CGUs This is based on the histancal
expenence of managemen:, the planned refurbishment, or sustaining
expenditure. No incremental revenue or cost savings are assumed in the
value-in-use model as a result of this expenditure

This is the weighted average growth rate used to extrapolate cash flows
beyond the budget period. The rate is based on long term growth rate
forecasts for the industry and Country

Based on specific risks relating to the industry and country. Factors
considered for the industry include regulatory environment, market
competition, and barriers to entry

The Directors and management have considered and assessed reasonably possibie changes for
other key assumptions and have not identified any instances that could cause the carrying amount
of the CGUs to exceed its recoverable amount.

Right of use asset

Right of use assets details covers property leases which include office space, parks, land
occupied by hotels and various camps

Opening balance
Adoption of IFRS 16
Addition

Depreciation
Translation difference

Group
2019 2018
Shs’000 Shs’000

462 419 -

(40,906) -
47 -

421,560 -
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Investment in subsidiaries (at cost)

The Company’s interest in its subsidiaries (Tourism Promotion Services (Kenya) Limited — TPS(K)
Tourism Promotion Services (Tanzania) Limited — TPS(T), Tourism Fromotion Services (Zanzibar)
Limited — TPS(Z), Tourism Promotion Services (Mangapwani) Limited — TPS({Mgp), Tourism Promotion
Services (South Africa)(Pty) Limited — TPS(SA), Tourism Promotion Services (Management) Limited -
TPS(M) and TPS (Uganda) Limited ~ TPS(U)) none of which is listed on a stock exchange and all o.
which have the same year end as the company, were as follows

The movement in investments in the year is as follows

Al 1 danuary
2018 and 31
December
2018

Impairment
dunng the year

At 31
December
2019

Country of
incorporation

% interest held
2018 and 2019

TPS(K) TPS(T) TPS{Z) TPS(Mgp) TPS{SA) TPS(M] TPS(U) Total
Shs 000 Shs'000 Shs'000 Shs'000 Shs'000 Shs'000 Shs'000 Shs'(00
828521 1487 783 437 423 45 785 1 - 1432174 4231797

. . - (45,795) - - - (45795)
828,621 1,487,783 437,423 - 1 - 1,432174 4,186,002
South
Kenya Tanzania Tanzania Tanzania Africa Kenya Uganda
100.00% 100.00% 100.00% 100.00% 100.00%  75.00% 65.19%
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23 Investment in associates

At start of the year
Share of associate results before tax
Share of tax

Nel share of resulls after tax

Atend of year

At start and end of year

Group
2019 2018
Shs’000 Shs’000
950,847 974,845
®177)| |  (15.967)
(22,836) | (8,031)
(29 013} (23,998)
821,834 8950.847
Company

2019 2018
Shs’000 Shs’000
840,330 840,330

The Company holds 25.1% interest in TPS (D) Limited, a Kenyan domiciled entity which was
established as the holding company to acquire the Movenpick Hotel (now Dar es Salaam Serena
Hotel) in Dar es Salaam, Tanzania. TPS (D) Limited owns 100% of an off- shore company, TPS
{Cayman) Limited (previously Kingdom 5-KR-90 Limited), which owns the Tanzanian operating
company, Tanruss Investment Limited, the owner of Dar es Salaam Serena Hotel Other
shareholders in TPS (D) Limited include: The Aga Khan Fund for Economic Development, S.A,

PDM Holdings Limited, PROPARCO, and NORFUND.

Other associates are Mountain Lodges Limited and Tourism Promotion Services (Rwanda)

Limited

75



o/

(£82'051) LZ22'91E2 LAPS00L /801D 800'L/6'F 0LZ' P9
969'Cy 00Z'9LL'L AN A" LVE'ZBS €..'910'E 1/EGLT
{6zs'esL) €96'c2L'L BEVG/L £8.TSE 09z'c€9Z'1L LLOZLY
(056'02) 8659/ 008'E 1G86'GS1 696'96 89.'61
{sog'29L) ¥5/'1L62'T BEE' L2H BER'EDL L 66F'96.'Y ¥1/2'v0G
(80£'e) £69'L80°L L8285 ErF0'5.9 $60'09G'€ 96L'vLL
(698'6EL) Lgo'agl L 86.'EDZ B5t'6.2 €OV /LL'L L/B'0LE
(ogl've) 900'v2 0GZ'65 PEE 6L Zre'8LlL 17661
000.SUsS 000.54S 000.54S 000.5us 000.54S 000.SUS
saae) sallqe| sjasse sjasse
(sso]) ayoid sanuaAay JUBLNI-UGHN  juaung JUaLINJ-UON jualing

0l'Ge
Sl0¢
06'6¢

0L'sc
gL'oe
06'6¢

P13y

Jsatajul 9,
'SMOJI0) SE SI (BAUSY Ul pajeiodiosul) paywir (Q) SdL pue

papw {d) Sdl

pajiwy {(epuemy) Sd1
payw sabpo ulelunopy
8102

papwi (Q) Sdl

pajwi (Epuemy) Sdi
PaLWIT mwm_uo|_ Uejunop
6102

{(epuemy Ul palelodiodul) paliwiT (EpUBME | SB0IAISS UDNOWOLH WSUNO | (eAuay] w pajetodioour) polwi sabpoT UIBUNO JO pUS Jeah 1B Se BIeD |eipueuly A3Y 8y

{ponunuos) s2)eI20SSE Ul JUBW)SIAU] £

(penunuod) sajoN

6102 J20Wa03q L€ papua Jeak au) 1o

S]uaLLIBlE]S |BlOURUI
07d BV WSISE] S|



TPS Eastern Africa PLC
Financial statements

For the year ended 31 December 2019

Notes (continued)

24 Inventory

Food, beverage and consumables

Other stock

Group Company
2019 2018 2019 2018
Shs’000  Shs’000 Shs'000 Shs’000
253,830 209,957 - -
206,153 265,351 - -
459 983 475,308 - -

Inventory is stated at cost. The cost of inventones recognised as an expense and included in
‘Inventory expensed” amounted to Shs 1,178,985 (2018: Shs 1,123,363,000).

25 Receivables and prepayments

Trade recevables — third parties
Less. provision for impairment of

receivables

Trade receivables — other related
companies {Note 30)

Net trade receivables

Prepayments

Advances to related companies (Note 30)
Impairment of related party debts

Other receivables

Group Company
2019 2018 2019 2018
Shs’000  Shs"000 Shs'000 Shs’000
749 355 815,458
(64,398)  (61,033) - -
5,183 11,226 = -
690,140 765,651 - -
73,436 71,841 = -
454 422 386,303 456,770 444 108
(96.956) - (63,004) -
18,638 43,926 4,169 -
1,139,680 1,267,721 397,935 444 108

Movements on the provision for impairment of trade receivables are as follows

At start of year

Provision in the year
Receivables written off during the year
Unused amounts reversed

At end of year

Group Company

2019 2018 2019 2018
Shs’000  Shs’000 Shs’000 Shs’000
61,033 37,825 - =
117,418 25447  (63,004) -
(16,824) - - -
(273) (2,239) - -
161,354 61,033  (63,004) -

In the opinion of the Directors, the carrying amounts of the receivables and prepayments

approximate to their fair value,
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25 Receivables and prepayments {continued)

The carrying amounts of the Group's receivables and prepayments are denominated in the

foliowing currencies:

Group Company
2019 2018 2019 2018

Shs’'000 Shs’000 Shs’000 Shs’000
US Dollar 337170 409,906 - -
Euro 1,242 1.255 -
Sterfing Pound 785 1.279 - -
Kenya Shillings 400,215 542 060 3497 935 444 108
Tanzania Shillings 208,678 125 326 - -
Uganda Shillings 180,550 187,886 - -

1,138 880 1267 721 387,935 444108

26 Cash and cash equivalents

Cash at bank and in hand 147 569 211,745 - 356

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

Group Company
2019 2018 2019 2018
Shs’000 Shs’000 Shs’000 Shs’'000
Cash and bank batances as above 147 569 211,745 - 356
Bank overdrafts {(Note 15} (300,304) (392,308) (389) -
(152,735) (180,563) (389) 356

27 Payables and accrued expenses

Group Company
2019 2018 2019 2018
Shs’000 Shs’000  Shs’000 Shs’000
Trade payables 780,420 882,329 - =

Trade payables — related companies (Note

30) 5,293 6,140 - 2
Advances from related companies {Note 30) 139,628 98,615 - -
Accrued expenses and other payables 1,000,945 718,716 16,308 4,063
1,926,286 1,805,800 16,308 4,063

The carrying amounts of the above payables and accrued expenses approximate to their fair

values.
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29

30

Cash generated from operations

Reconciliation of profit before income tax to cash generated from operations:

Group
2019 2018
Shs’000 Shs’000
Profit before income tax 321,850 243,449
Adjustments for:
interest expensa (Note 9) 151410 126,066
interest iIncome (Note §) (3,445) (7,101
Interest on l=ase liabitity (Note 2) 52,012 -
Drepreciation (Mote 19) 447 422 4082438
Depreciation an nght of use assel (Note 21) 40,906 =
Profit on sale of property. plant and equiprmeant 5267 (2,139)
Froperty and equipment write offs (Note 19) B124 10,753
Impairment of goodwill (Note 20) 2,202 -
Share of loss from associates (Note 23) 29.013 23,9488
Changes in'working capital
- receivables and prepayments 128,041 {15,651)
- inventories 15,325 24 513
- payables and accrued expenses 120,486 9,526
- provisicns for liabilities and charges 19,902 (1,307}
Cash generated from operations 1,348,615 820,356
Non-controlling interest
2019 2018
Shs ‘000 Shs ‘000
At start of the year 802,270 748,975
Share of profit for the year 33,638 53,295
At end of year 835,908 802,270

TPS (Uganda) Limited's 34.81% shareholding is held by Proparco, DEG, NSSF Uganda and
the Aga Khan Fund for Economic Development.

Related party transactions
The group is controlled by Aga Khan Fund for Economic Development SA, incorporated in

Switzerland. There are various other companies which are related to the Group through
common shareholdings, common directorships or through management contracts
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jiiM)

Related party transactions (continued)

The following transactions were carried out with related parties:

Sale of goods and services to:

Mountain Lodges Limited

Diamand Trust Bank Kenya Limited

The Jubilee Insurance Company of Kenya Limited
Tourism Promotion Services (Rwanda) Limited
Hoteis Polana, S A

Mation Media Group

Industrial Promation Services (Kenya) Limited
The Jubiles Insurance Company of Uganda Limited
Diamond Trust Bank of Uganda Limited

Tanruss Investment Limited

African Broadcasting (Uganda) Limied

IMonitor Publication Limited

Frigoken Limited

Purchase of goods and services from:

Farmer's Choice Limited

The Aga Khan Hospital (Tanzania) Limited
Diamond Trust Bank Tanzania Limited

Serena Tourism Promotion Services, S A,

Nation Media Group

The Jubilee Insurance Company {Tanzania) Limited
The Jubilee Insurance Company of Uganda Limited
Monitor Publication Limited

Key management compensation

Salaries and other short term employment benefits
Pension

80

Group
2019 2018
Shs’000 Shs’000
91,994 90,365
3,083 1,898
3,767 2,698
38,801 40,528
27,756 28,056
5,384 4,897
328 326
2,574 2,554
3,285 3,269
85,304 87.024
30,335 30.094
2,572 2 551
320 227
295,513 295,487
104,417 82,809
59 305
1,118 779
211,526 141,025
798 1,399
3,613 4,444
36,990 36,696
1,205 1,196
359,726 268,653
165,598 171,633
6,545 6,722
172,143 178,355
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iv) Directors’ remuneration

Fees for services as a non-executive director
Emoluments to executive directors (included in key
management compensation above)

Total remuneration of directors of the Company and Group

1,255 1,159
79,099 77,636
80.354 78,795

QOutstanding balances arising from sale and purchase of goods/services from related

parties

Trade recelvables from related parties

Afncan Broadcasting Services

Aga Khan Education Services (Uganda)

Aga Khan Foundation

Aga Khan Health Services

Aga Khan University Hospital (Kenya & Uganda)
Diamend Trust Bank Kenya Limited

|.P.S. (Kenya)

Monitor Publications

Nation Media Group

The Jubilee Insurance Company Limited

The Jubilee Insurance Company of Uganda Limited

Other receivables from related parties

Hoteis Polana, S.A.

Mountain Lodges Limited

Pearl Development Group Limited

Serena Tourism Promotion Services, S A.
Tanruss Investment Limited

Tourism Promation Services (Rwanda) Limited
TPS (Cayman) Limited
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2019

Shs'000

24
575

2,800
138
125

1,365
156

5,183

142197

92,569
16,748

187,627
13,402
1,879

454,422

459,605

Group
2018
Shs’000

2,031
24
818

4,140
567
472
438

1,867
561
508

11,226

116,894
103,624
11,987
40
117,663
34,452
1,643

386,303

397,629
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30 Related party transactions {continued)

v}

Outstanding balances arising from sale and purchase of goods/services from retated

parties (continued)

Other receivables from related parties

Tourism Promotian Services (Kenya) Limited
Tourism Promaotion Sarvices (Tanzania) Limited
Tanruss Investment Limitad

Trade payables to related parties

Diamond Trust Bank (U) Limited
Farmer's Choice Limited
Monitor Publications

Other payables to related parties

Hoteis Polana, S.A

lhusi SARL

Pearl Development Group Limited

Serena Tourism Promotion Services, S A
Tanruss Investment Limited

Tourism Promotion Services (Rwanda) Limited

82

Company
2019 2018
Shs’000 Shs’000
379,657 326.977
57,445 88,631
19, 668 20,500
456,770 444 108
2019 2018
Shs’000 Shs’000
- 363
5,293 5,501
- 276
5,293 6,140
8,412 16,723
282 -
5,339 4712
71,249 64,466
11,514 3,688
42,832 9,026
139,628 98,615
144,921 104,755
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vi)

vil)

3

32

33

Related party transactions (continued)
Guarantees

TPS Eastern Africa PLC has provided corporate guarantees to the lenders of Tanruss
Investment Limited, the owner of Dar es Salaam Serena Hotel, for an amount of Shs
651,300,000 (2018, 651,300,000) which was cbtained to settle loans to the previous owners
and to fund capital expenditure.

The Company has also provided corporate guarantees for Shs 3,286,000,000, Shs
65,000,000, Shs 413,200,000 and Shs 826,400,000 to lenders of Tourism Promotion
Services (Kenya) Limited, TPS (OP) Limited. Tourism Promotion Services (Tanzania)
Limited and TPS (Uganda) respecitvely,

Loans from related party

The Company has long term borrowing from Societe De Promotion Et De Participation Pour
La Cooperaton Economique (PROPARCO) of Shs 24438285000 (2018, Shs
2,585,985,000) as disclosed in Note 15

Contingent liabilities

Tourism Promotion Services (Kenya) Limited i1s a defendant in various legal actions and
claims made by third parties. In the opinion of the directors, after taking appropriate tegal and
other advice, no material liabilities are expected to crystallise from these claims
Consequently no provision has been set against the claims in the books of accounts

There are some open tax issues with tax authorities and local authorities in respect of some
subsidiaries and an associate. in the view of directors there are no additional liabllities likely
to arse from these matters

Capital commitments

Capital expenditure contracted for at the reporting date but not recognised in the financial
statements is as follows

Group
2018 2018
Shs’000 Shs’000
Property, plant and equipment 111,540 1,912 596

Subsequent events

Subsequent to 31 December 2019 the novel coronavirus (COVID-19) that had initially been
reported in Wuhan, China expanded into a global pandemic leading to widespread infections
and deaths. Note 2(a) describes the impact of COVID-19 on the Group

The Group has determined that these events are non-adjusting subsequent events

Accordingly, the financial position and results of operations as of, and for the year ended, 31
December 2019 have not been adjusted to reflect their impact

000~
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Principal shareholders

The ten largest shareholdings in the Company and the respective number of shares held at

31 December 2019 are as follows:

Name of shareholder Number of %
Shares Shareholding
1 Aga Khan Fund for Economic Development,S_A 82,048,626 45.04%
2 Pyrus Investments Limited 12,470,400 6.85%
3 Standard Chartered Nominee Account 8292-GCS 10,892 900 598%
4 Craysell Investments Limited 7.723.132 4 24%
5 trdustrial Promation Services (Kenya) Limited 7,697,088 4 23%
& The Jubilee Insurance Company of Kenya Limited 7,435,800 4 08%
7 Aga Khan University Foundation 6,851,000 376%
B PDM (Holdings) Limited 6.607 440 3.63%
8 Execulive Healthcare Solutions Limited 3,014,600 1.65%
10 Kanchanben Ramniklal Khirmji Shah 2,290,744 1.26%
11 Others 35,142 378 19.29%
182,174,108 100.00%

Distribution of shareholders

Number of Number of shares %
shareholders shareholding
Less than 500 Shares 3,308 444 587 0.24%
500 - 5000 shares 4,742 6,382,672 3.50%
5001 - 10,000 shares 187 1,353,969 0.74%
10,001 - 100,000 225 6,185,061 3.40%
100,001 - 1,000,000 37 11,449,733 6.29%
Qver 1,000,000 15 156,358,086 85 83%
Total 8,514 182,174,108 100.00%
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