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Acorn Holdings Limited
Report of the directors
For the year ended 31 December 2018

The directors submit their report together with the audited financial statements for the year ended 3 1st December 2018, which
disclose the state of affairs of Acorn Holdings Limited (the "Company") and its subsidiaries (altogether the "Group™").

Incorporation

The Company is domiciled in Mauritius where it is incorporated as a Global Business Company 2 limited by shares under the
Companies Act 2001.The Company was incorporated on 29 September 2015. The address of the registered office is set out on
page 2.

Principal activities

The principal activity of the Company is that of being a holding company with subsidiaries operating at different levels of the
value chain in the real estate sector.

Business review

The Group is a business set up jointly between the management and Helios, one of the largest private equity firms operating in
Africa. The Group’s objective is to develop rental accommodation for young people in Nairobi focusing on student
accommodation, under the Qwetu and Qejani brands and subsequently extend into housing for young professionals, under the
Palma brand.

The business was Jaunched in November 2015 and involves two phases; an initial proof of concept phase over a three-year
period, followed by a scaling up phase. The focus during the proof of concept phase was to construct a small number of
properties and develop the operating platform to support the business in the scaled-up phase.

The nature of the business is such that there is a lead time of about three years from identifying a site through to the completed
property becoming operational. During this period the construction and operations activities are funded by sharcholder loans,
supplemented by external debt. The sharcholders funding is provided in the form of a series of 6 year, secured, interest bearing
loan notes which are subordinated to other lenders and which are recorded as debt in the statement of financial position.

The shareholders committed an initial amount of USD 15m for the first phase. In November 2017, an additional USD 35 million
was committed. A further USD 15 million is due to be committed in 2019,

The first phase of the Group’s operations is not profitable as minimal income is produced and costs to develop the platform are
being incurred. The deficits in phase one include the impact of the capital structure. These deficits are supported by the
shareholders and will be offset in the scale up phase through realisation of capital gains at exit of the properties to capital market
funded vehicles upon stabilisation of tenancies. The properties transitioned to the market funded vehicles retain the Group’s
branding under licence and will continue to be managed by the Group’s operating platform providing a growing long-term
income stream to the Group.

These accounts cover part of the proof of concept phase and the early stage of the scale up phase. Currently two completed
properties are operating. The reported operating deficits are expected to tumaround as the number of properties constructed
increase and start to generate significant rental income and capital gains. The Group’s negative net assets position is projected
to be eliminated in 2023.

At 31 December 2018 the US$15m allocated to the proof of concept stage had been tully drawn and a further US$32m of the
US$35m allocated for scale up phase had also been drawn. The required funds are drawn as required and the shareholders are
committed to the successful scaling up of operations and the execution of the Group’s strategy to create a profitable business.



Acorn Holdings Limited
Report of the directors
For the year ended 31 December 2018

Results and dividends

The Company and Group loss in the year was KShs 721,855,127 (2017: profit KShs 77,935,188) and KShs 1,236,543,321
(2017: KShs 105,331,096) respectively.

The directors do not propose payment of any dividend.
Directorate

The directors who held office during the ycer and to the date of this report are set out on page 2,

By order of the board

.........................................



Acorn Holdings Limited
Statement of directors' responsibilities
For the year ended 31 December 2018

The Companies Act requires the directors to prepare financial statements for each financial year that give a true and fair view of
the financial position of the Company as at 31 December 2018 and of its financial performance and its cash flows for the year then
ended. It also requires the directors to ensure that the Company maintains proper accounting records that disclose, with reasonable
accuracy, the financial position of the Company. The dircctors are also responsible for safeguarding the assets of the Company.

The directors accept responsibility for the preparation and fair presentation of financial statements that are free from material
misstatement whether due to fraud or error. They also accept responsibility for:
i) designing, implementing and maintaining internal control relevant to the preparation and fair presentation of the financiat
statements;
ii) selecting and applying appropriate accounting policies; and
iif) making accounting estimates and judgements that are reasonable in the circumstances.

The directors are of the opinion that the financial statements give a true and fair view of the financial position of the Group and of

the Company as at 31 December 2018 and of their financial performance and cash flows for the year then ended in accordance
with International Financial Reporting Standards.

Adequate financial support is available for the Group to remain in operational existence for the foreseeable future and nothing has
come to the attention of the directors to indicate that the Company will not remain a going concern for at least twelve months from
the date of these financial statements.

Approved by the board of directors on

___________ .

Director
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF

ACORN HOLDINGS LIMITED

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS
Opinion

We have audited the financial statements of Acorn Holdings Limited (the "Company") and its subsidiaries
(altogether, the "Group") set out on pages 9 to 43 which comprise the statements of financial position as at 31
December 2018, and the statements of profit or loss and other comprehensive income, statements of changes
in equity and statements of cash flows for the year then ended, and notes to the financial statements, including
significant accounting policies.

In our opinion, the financial statements give a true and fair view of the financial position of the Group and the
Company as at 31 December 2018, and of their financial performance and cash flows for the year then ended in
accordance with International Financial Reporting Standards.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing ()SAs). Our responsibilities under
those standards are further described in the Auditor's Responsibilities for the Audit of the Financial Statements
section of our report. We are independent of the Company in accordance with the International Ethics Standards
Board for Accountants’ Code of Ethics for Professional Accountants (IESBA Code), and 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 21 to the financial statements which indicates that the Company and the Group
incurred a net loss of KShs 721,855,127 and KShs 1,236,543,321 respectively, and as at date the total liabilities
of the Company and the Group exceeded their total assets by KSHs 751,685,293 and KShs 1,338,940,000
respectively. These events or conditions, along with other matters as set forth in note 21, indicate that a material
uncertainty exists that may cast significant doubt on the Company's ability to continue as a going concern. Our
opinion is not modified in respect of this matter.

Other Information

The directors are responsible for the other information. The other information comprises the report of the
directors and the statement of directors’ responsibilities, but does not include the financial statements and our
auditor’'s report thereon.

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

In connection with our audit of the financial statements, our responsibility is to read the other information and,
in doing so, consider whether the other information is materially inconsistent with the financial statements or
our knowledge obtained in the audit, or otherwise appears to be materially misstated. If, based on the work we
have performed on the other information obtained prior to the date of this auditor's report, we conclude that
there is a material misstatement of this other information, we are required to report that fact. We have nothing
to report in this regard.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF

ACORN HOLDINGS LIMITED (CONTINUED)

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS (CONTINUED)
Responsibilities of the Directors for the Financial Statements

The directors are responsible for the preparation and fair presentation of the financial statements in accordance
with International Financial Reporting Standards and the requirements of the Companies Act 2001, 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 Company's ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the directors either intend to liquidate the Company 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 conducted in
accordance with ISAs will always detect a material misstatement when it exists. Misstatements can arise from
fraud or error and are considered material if, individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of these financial statements.

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

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

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

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

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

o Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF

ACORN HOLDINGS LIMITED (CONTINUED)

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS (CONTINUED)
Auditor’s Responsibilities for the Audit of the Financial Statements (Continued)

. Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business
activities within the Group and the Company to express an opinion on the Group and Company 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 audit
and significant audit findings, including any significant deficiencies in internal control that we identify during our
audit.

Use of our report

This report is made solely for the Company's members, as a body. Our audit work has been undertaken so that
we might state to the Company's members those matters we are required to state to them in an auditor's report
and for no other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to
anyone other than the Company and the Company's members, as a body, for our audit work, for this report, or
for the opinions we have formed.

S\Zm«/g;a A=

ERNST & YOUNG LI KUNE LAN POOKIM, F.C.A, F.C.C.A.
Ebéne, Mauritius Licensed by FRC
20 DEC 2019



Acorn Holdings Limited {
Consolidated Statement of Profit or Loss and other Comprehensive Income
For the year ended 31 December 2018

2018 2017
KShs 000 KShs 000
Notes
Revenue 5 186,257 54,520
Fair value (loss)/gain on revaluation of investment properties 12 (115,728) 488,816
Other income 6 15,397 2,436
Administrative expenses 8 (620,816) (319,202)
Establishment expenses 7 (56,882) (51,272)
Interest expense 17 (145,447) -
Operating (loss)/ profit (737,220) 175,298
Exchange gain/(loss) 20,272 497)
Profit on disposal of Investment property 12 54,666 -
(Loss)/profit before interest on subordinated shareholder loans (662,282) 174,801
Interest cost on subordinated shareholder loans 18 (567,155) (277,999)
Loss before tax (1,229,437) (103,198)
Income tax expense 9 (7,106) (2,133)
Loss for the year (1,236,543) (105,331)
Other comprehensive income - =
Total comprehensive loss for the year (1,236,543) (105,331)
Loss for the year and total comprehensive loss for the year is
attributable to:
Equity holders of the parent (1,208,624) (210,976)
Non-controlling interests (27,919) 105,645
(1,236,543) ~ (105,331)

The notes on pages 16 to 43 form an integral part of these financia) statements



Acorn Holdings Limited
Company Statement of Profit or Loss ahd other Comprehensive Income
For the year ended 31 December 2018

Notes
Administrative expenses 8
Fair value (loss)/gain on investment in subsidiaries 10
Profit on disposal of a subsidiary
Foreign exchange gain/ (loss)
(Loss)/profit before interest on subordinated shareholder loans
Interest expense on subordinated shareholder loans 18
(Loss)/profit before tax
Income tax expense 9

(Loss)/profit for the year

Other comprehensive income

Total comprehensive (loss)/ income for the year

The notes on pages 16 to 43 form an integral part of these financial statements
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2018 2017
KShs 000 KShs 000
(6,758) (2,330)
(218,921) 358,761
50,493 .
20,486 (497)
(154,700) 355,934
(567,155) (277,999)
(721,855) 77,935
(721,855) 77,935
(721,855) 77,935




Acorn Holdings Limited
Consolidated Statement of Financial position
For the year ended 31 December 2018

2018 2017
Notes KShs 000 KShs 000
Non-current assets
Investment properties 12 3,242,149 3,411,275
Property and equipment 11 82,268 83,220
3,324,417 3,494,495
Current assets
Inventory 1,323 -
Trade and other receivables 13 321,196 147,658
Tax recoverable 9 - 517
Cash and cash equivalents 14 335,928 283,673
658,447 431,848
Total assets 3,982,864 3,926,343
EQUITY AND LIABILITIES
Shareholders’ deficit
Stated capital 20 - -
Accumulated losses (1,593,411) (384,787)
Shareholders’ deficit attributable to equity holders of the
Parent (1,593,411) (384,787)
Non-controlling interests 254,471 499,089
Total (shareholders® deficit)/equity (1,338,940) 114,302
Non-current liabilities
Interest bearing loan and borrowings 17 1,044,673 669,468
Subordinated shareholder loans 18 3,147,299 2,173,521
Interest accrual 16 830,585 394,196
5,022,557 3,237,185
Current liabilities
Tax payable 9 2,140 .
Interest bearing loans and borrowings 17 2,050 215,000
Trade and other payables 15 295,057 359,856
299,247 574,856
Total liabilities 5,321,804 3,812,041
Total (shareholders’ deficit)/equity and liabilities 3,982,864 3,926,343

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

ON iy isinoes sHca el ais KO D GESH e v v e e mae nue 2019 and were signed on their behalf by:

Director L |recto-1:

The notes on pages 16 to 43 form an integral part of these financial statements
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Acorn Holdings Limited
Company Statement of Financial position
For the year ended 31 December 2018

ASSETS

Non-current assets

Investment in subsidiaries
Total assets

EQUITY AND LIABILITIES
Shareholders' deficit

Stated capital

Accumulated losses

Total shareholders’' deficit

Noncurrent liabilities
Subordinated shareholder loans
Interest accrual

Current liabilities
Other payables

Total liabilities

Total shareholders’ deflcit and liabilities

2018 2017

Notes KShs 000 KShs 000
10 3,229,160 2,541,082
3,229,160 2!541!082

20 = -
(751,685) (29,830)
(751,685) (29,830)

18 3,147,299 2,173,521
16 830,585 394,196
3,977,884 2,567,717

15 2,960 3,195
3,980,845 2,570,912
3,229,160 2,541,082

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

o ..ooeeeenn.o. 2.0.DEL. 2019 and were signed on their behalf

Director

The notes on pages 16 to 43 form an integral part of these financial statements
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Acorn Holdings Limited
Statements of changes in equity

For the year ended 31 December 2018

Group Accumulated Non-controlling
Stated capital losses Total interests Total equity
KShs 000 KShs 000 KShs 000 KShs 000 KShs 000
Opening balance - (173,811) (173,811) 294,744 120,933
Partners' contribution - - 98,700 98,700
Loss/total comprehensive loss for the year (210,976) (210,976) 105,645 (105,331)
At 31st December 2017 - (384,787) (384,787) 499,089 114,302
Opening balance - (384,787) (384,787) 499,089 114,302
Partners' contribution - - 3,730 3,730
Partners’ distribution - - - (220,429) (220,429)
Loss/total comprehensive loss for the year - (1,208,624) (1,208,624) (27,919) (1,236,543)
At 31st December 2018 (1,593,411) (1,.593.411) 254,471 (1,338,940)
Company
Accumulated
Stated capital losses Total equity
KShs 000 KShs 000 KShs 000

Opening balance - (107,765) (107,765)
Loss/total comprehensive loss for the year - 77,935 77,935
At 31st December 2017 - (29,830) (29,830)
Opening balance (29,830) (29,830)
Loss/total comprehensive loss for the year - (721,855) (721,855)
At 31st December 2018 (751,685) (751,685)

The notes on pages 16 to 43 form an integral part of these financial statements
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Acorn Holdings Limited
Consolidated Statement of Cash flows
For the year ended 31 December 2018

OPERATING ACTIVITIES
Loss before tax

Adjustments for:

Interest income

Fair value (loss)/gain on revaluation of investment properties
Interest expense

Depreciation and amortization charge

Foreign exchange difference

Operating loss before working capital changes

Increase in inventories

Increase in trade and other receivables

(Decrease)/increase in trade and other payables
(Increase)/Decrease in Cash flows generated from operating
activities

Interest received
Interest paid
Tax paid

Net cash flows used in operating activities

INVESTING ACTIVITIES
Additions to investment propertics
Disposal of investment property
Purchase of property and equipment

12
18
11

Net cash flows generated from/ (used in) investing activities

FINANCING ACTIVITIES

Proceeds from interest bearing loans and borrowings
Repayment of interest-bearing loans and borrowings
Contribution from non-controlling interests
Proceeds from subordinated shareholder loans

Net cash flows generated from financing activities

Net movement in cash and cash equivalents

CASH AND CASH EQUIVALENTS AT THE
BEGINNING OF THE YEAR/PERIOD

CASH AND CASH EQUIVALENTS AT THE END
OF THE YEAR/PERIOD

17
17

The notes on pages 16 to 43 form an integral part of these financial statements
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2018 2017
KShs 000 KShs 000
(1,229,437) (103,198)
(15,397) (2,436)
115,728 (488,816)
567,155 277,999
21,160 12,764
1,565 (2,087)
(539,226) (305,774)
(1,323) s
(173,538) (16,326)
(64,798) 25,007
(778,885) (297,093)
15,397 2,436
(132,331) <
(4,449) (2,616)
(900,268) (297,273)
(762,429) (1,507,083)
815,827
(20,209) (68,641)
33,189 (1,575,724)
377,254 640,805
(215,000) =
(216,699) 98,700
973,778 1,299,942
919,334 2,039,447
52,255 166,450
283,673 117,223
335,928 283,673




Acorn Holdings Limited
Company Statement of Cash flows
For the year ended 31 December 2018

OPERATING ACTIVITIES
(Loss)/profit before tax

Adjustments for:

Interest expense

Gain on disposal of a subsidiary

Foreign exchange differences

Fair value (loss)/gain on Investment in subsidiaries
Operating loss before working capital change

(Decrease)/increase in other payables
Net cashflows used in operating activities

INVESTING ACTIVITIES
Repayment of accrued interest

Proceed from disposal of a subsidiary

Investment in subsidiaries

Net cash flows used in investing activities
FINANCING ACTIVITIES

Proceeds from subordinated shareholder loans

Net cash flows generated from financing activities
Net movement in cash and cash equivalents

CASH AND CASH EQUIVALENTS AT THE
BEGINNING OF THE YEAR

CASH AND CASH EQUIVALENTS AT THE
BEGINNING OF THE YEAR

2018 2017
KShs 000 KShs 000
Notes
(721,855) 77,935
20 567,155 277,999
(50,493) :
(96,560) (2,087)
10 218,921 (358,761)
(82,832) (4,915)
(942) 1,598
(83,774) (3,317)
(34,206) .
338,577 -
10 (1,194,375) (1,296,625)
(890,004) (1,296,625)
973,778 1,299,942
973,778 1,299,942

The notes on pages 16 to 43 form an integral part of these financial statements
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Acorn Holdings Limited
Notes to the financial statements
For the year ended 31 December 2018

1. General information

Acorn Holdings Limited (the "Company") is incorporated in Mauritius under the Companies Act 2001 as a private limited liability
company and is domiciled in Mauritius. The Company holds a category 2 Global Business Licence under the Financial Services
Act 2007. The principal activity of the Group is that of being a holding company with subsidiaries operating in different levels of
the value chain in the real estate sector. The financial statements for the year ended 31 December 2018 comprise the accounts of
the Company and its subsidiaries (together referred to as “the Group™).

The financial statements were approved by the board of directors and authorised for issue on the date stamped on Pages 11 and
12.

2. Accounting policies
The significant accounting policies adopted in the preparation of these financial statements are set out below:
2.1) Basis of preparation and statement of compliance

The financial statements are prepared on the going concern basis and in compliance with International Financial Reporting
Standards (IFRS) as issued by the International Accounting Standards Board (IASB). They are presented in Kenya Shillings,
which is also the functional currency (see note 2.4 (b) below), rounded to the nearest thousand (KShs' 000).

Measurement basis

The measurement basis used is the historical cost basis except for investment properties and investment in subsidiaries which
are recorded at fair value as explained more fully in the accounting policies below.

Use of estimates and judgements

The preparation of financial statements in compliance with adopted IFRS requires the use of certain critical
accounting estimates. It also requires Group’s management to exercise judgement in applying the Group’s
accounting policies. The arcas where significant judgements and estimates have been made in preparing the
financial statements and their effects are disclosed in Note 3.

2.2) Basis of consolidation

The consolidated financial statements comprise the financial statements of the Group and its subsidiaries as at 31 December
2018. Control is achieved when the Group is exposed, or has rights, to variable returns from its involvement with the investee
and has the ability to affect those returns through its power over the investee. Specifically, the Group controls an investee if,
and only if, the Group has:
e Power over the investee (i.e., existing rights that give it the current ability to direct the relevant activities of the
investee)
e Exposure, or rights, to variable returns from its involvement with the investee
»  The ability to use its power over the investee to affect its returns
Generally, there is a presumption that a majority of voting rights results in control. To support this presumption and when the
Group has less than a majority of the voting or similar rights of an investee, the Group considers all relevant facts and
circumstances in assessing whether it has power over an investee, including:
e The contractual arrangement(s) with the other vote holders of the investee
e Rights arising from other contractual arrangements
*  The Group’s voting rights and potential voting rights
The Group re-assesses whether or not it controls an investee if facts and circumstances indicate that there are changes to one
or more of the three elements of control. Consolidation of a subsidiary begins when the Group obtains control over the
subsidiary and ceases when the Group loses control of the subsidiary. Assets, liabilities, income and expenses of a subsidiary
acquired or disposed of during the year are included in the financial statements from the date the Group gains control until the
date the Group ceases to control the subsidiary.

16



Acorn Holdings Limited

Notes to the financial statements

For the year ended 31 December 2018
2)Accounting policies(continued)

2.2) Basis of consolidation(continued)

All intra-group assets and liabilities, equity, income, expenses and cash flows relating to transactions between members of the Group
are eliminated in full on consolidation.

A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an equity transaction. If the Group
loses control over a subsidiary, it derecognises the related assets (including goodwill), liabilities, non-controlling interest and other
components of equity, while any resultant gain or loss is recognised in profit or loss. Any investment retained is recognised at fair
value.

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

New standards, amendments and interpretations adopted by the Group.

The accounting policies adopted are consistent with those of the previous financial year, except for the following amendments
to IFRS effective as of 1 January 2018.

e |FRS 9 Financial Instruments

» IFRS 15 Revenue from Contracts with Customers

e  Clarifications to IFRS 15 Revenue from Contracts with Customers

e IFRIC Interpretation 22 Foreign Currency Transactions and Advance Consideration

e Amendments to IAS 40 Transfers of Investment Property

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

»  Amendments to IFRS 4 Applying IFRS 9 Financial Instruments with IFRS 4 Insurance Contracts

e Amendments to IAS 28 Investments in Associates and Joint Ventures — Clarification that measuring investees at fair value
through profit or loss is an investment-by-investment choice

e Amendments to IFRS 1 First-time Adoption of International Financial Reporting Standards — Deletion of short-term
exemptions for first-time adopters

However, in these financial statements, the Company has applied IFRS 9 and IFRS 15 effective for annual periods beginning on
or after 1 January 2018, for the first time. The other standards, amendments and interpretations had no material impact on the
financial statements.

a) IFRS 9 Financial Instruments

The Group adopted IFRS 9 Financial Instruments on its effective date of 1 January 2018. IFRS 9 replaces IAS 39 Financial
Instruments: Recognition and Measurement and introduces new requirements for classification and measurement, impairment and
hedge accounting. IFRS 9 is not applicable to items that have already been

derecognised at 1 January 2018, the date of initial application.

(a) Classtfication and Measurement
The Group has assessed the classification of financial instruments as at the date of initial application and has
applied such classification retrospectively. Based on that assessment:

= All financial assets previously held at fair value continue to be measured at fair value.
Investments in subsidiaries and associates are measured at fair value in accordance with IFRS 10 and 1AS 28, respectively.
Financial assets previously classified as loans and receivables are held to collect contractual cash flows and give rise to cash
flows representing solely payments of principal and interest. Thus, such instruments continue to be measurcd
at amortised cost under [FRS 9.
The classification of financial liabilities under IFRS 9 remains broadly the same as under IAS 3Y. ‘I'he main impact on
measurement from the classification of liabilities under 1FRS 9 relates to the element of gains or losses for financial liabilities
designated as at FVPL attributable to changes in credit risk. IFRS 9 requires that such element be recognised in other
comprehensive income (OCI), unless this treatment creates or enlarges an accounting mismatch in profit or loss, in which
case, all gains and losses on that liability (including the effects of changes in credit risk) should be presented in profit or loss.
The Group has not designated any financial liabilities at FVPL. Therefore, this
requirement has not had an impact on the Group.

(b) Impairment

IFRS 9 requires the Group to record expected credit losses (ECLs) on all of its debt securities, loans and trade receivables, either
on a 12-month or lifetime basis. Given the limited exposure of the Group to credit risk, this amendment has not had a material
impact on the tinancial statements. The Group only holds other reccivables with no financing component and that have maturities
ot Tess than 12 months at amortised cost, Therefore, it has adopted an approach similar to the simplified approach to ECLs.
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2.3 New and amended standards and interpretations(continued)

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

a) IFRS 9 Financial (continued)
{c) Hedge accounting

The Group has not applied hedge accounting under 1AS 39 nor will it apply hedge accounting under IFRS 9.

The classification and measurement requirements of IFRS 9 have been adopted retrospectively as of the date of initial application on 1
January 2018. However, the Group has chosen to take advantage of the option not to restate comparatives. Therefore, the 2017 figures
are presented and measured under IAS 39. The following table shows the original measurement categories in accordance with 1AS 39
and the new measurement categories under IFRS 9 for the Group’s financial assets and financial liabilities as at 1 January 2018:

Group Company
IFRS 9 measurement category IFRS 9 measurement category
Fair value Fair Fair value Fair
through Value through Value
profit or  Amortised through profit or Amortised through
loss cost OCI loss cost OCI
IAS 39 measurement
category KShs 000 KShs 000 KShs 000 KShs 000  KShs 000 KShs 000K Shs 000 KShs 000
Loans and
receivables
Cash and short-term
deposits 283,673 - 283,673 - - - -
Trade and other
receivables 147.658 - 147,658 - - - - -
431,331 - 431,331 - - - - -
Trade and other
payables 359,856 - 359.856 - 3.196 - 3916 -

In line with the characteristics of the Group’s financial instruments as well as its approach to their management, the Group neither
revoked nor made any new designations on the date of initial application. IFRS 9 has not resulted in changes in the carrying
amount of the Group's financial instruments due to changes in measurement categories.

b) IFRS 15 Revenue from Contracts with Customers

The Group adopted IFRS 15 Revenue from contracts with customers on its effective date of 1 January 2018. IFRS
15 replaces IAS 18 Revenue and establishes a five-step model to account for revenue arising from contracts with
customers. In addition, guidance on interest and dividend income have been moved from IAS 18 to IFRS 9 without
significant changes to the requirements. Therefore, there was no impact of adopting IFRS 15 for the Group.

¢)  Annual Improvements 2014 —2016 Cycle - 1 January 2018

The following amendments were made to these standards:

a. [IFRS 1 - Deletes the short-term exemptions in paragraphs E3—E7 of IFRS 1, because they have now served their

intended purpose

b. IFRS 12 - Clarifies the scope of the standard by specifying that the disclosure requirements in the standard, except
for those in paragraphs B10-B16, apply to an entity’s interests listed in paragraph 5 that are classified as held for
sale, as held for distribution or as discontinued operations in accordance with IFRS 5 Non-current Assets Held for

Sale and Discontinued Operations.

c. 1AS 28 - Clarifies that the election to measure at fair value through profit or loss an investment in an associate or a
joint venture that is held by an entity that is a venture capital organisation, or other qualifying entity, is available for
each investment in an associate or joint venture on an investment-by-investment basis, upon initial recognition

These changes do not affect the Group’s financial statements.

d) Transfers of Investment Property — Amendments to 1AS 40 - 1 January 2018
The amendments clarify when an entity should transfer property, including property under construction or development into, or
out of investment property. The amendments state that a change in use occurs when the property mects, or ccases to meet, the
definition of investment property and there is evidence of the change in use. A mere change in management’s intentions for the
use of a property does not provide evidence of a change in use. Entities should apply the amendments prospectively to changes
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2.3) New and amended standards and interpretations(continued)

a)

(i) New standards, amendments and interpretations effective and adopted during the year(continued)
d)  Transfers of Investment Property — Amendments to I1AS 40 - 1 January 2018(continued)

e

in use that occur on or after the beginning of the annual reporting period in which the entity first applies the amendments. An
entity should reassess the classification of property held at that date and, if applicable, reclassify property to reflect the conditions
that exist at that date. Retrospective application in accordance with IAS 8 is only permitted if it is possible without the use of
hindsight. Effective for annual periods beginning on or after I January 2018. Early application of the amendments is permitted
and must be disclosed. These amendments did not have any impact on the Group.

IFRIC Interpretation 22 Foreign Currency Transactions and Advance Consideration - 1 January 2018
The Interpretation clarifies that, in determining the spot exchange rate to use on initial recognition of the related asset, expense
or income (or part of it) on the derecognition of a non-monetary asset or non-monetary liability relating to advance

DIFRIC Interpretation 22 Foreign Currency Transactions and Advance Consideration - 1 January 2018

consideration, the date of the transaction is the date on which an entity initially recognises the non-monetary asset or non-
monetary liability arising from the advance consideration. If there are multiple payments or receipts in advance, then the entity
must determine the transaction date for each payment or receipt of advance consideration. Entities may apply the amendments
on a fully retrospective basis. Alternatively, an entity may apply the Interpretation prospectively to all assets, expenses and
income in its scope that are initially recognised on or after:

i) The beginning of the reporting period in which the entity first applies the interpretation

Or

i) The beginning of a prior reporting period presented as comparative information in the financial statements of the reporting
period in which the entity first applies the interpretation.

The interpretation is effective for annual periods beginning on or after 1 January 2018. Early application of interpretation is
permitted and must be disclosed. However, since the Group’s current practice is in line with the interpretation, there is no impact
of the Group’s financial statements.

The Interpretation is effective for annual periods beginning on or after 1 January 2018. Early application of interpretation is
permitted and muet be disclosed. However, since the Group’s current practice is in line with the Interpretation, there is no impnet
of the Group’s financial statements

(ii) Accounting standards and interpretations issued but not yet effective

Standards and interpretations issued but not yet effective up to the date of issuance of the Group’s financial statements are
listed below. This listing is of standards and interpretations issued, which the Group reasonably expects to be applicable at
a future date. The Group intends to adopt those standards when they become effective

Effective for accounting period

beginning on or after
IFRS 16 Leases 01-Jan-19
IFRIC Interpretation 23 Uncertainty over Income Tax Treatment 01-Jan-19
Prepayment Features with negative Compensation-Amendments to IFRS 9 0l-Jan-19
Long term Interests in Associates and Joint Ventures-Amendments to IAS 28 01-Jan-19
Annual Improvements 2015-2017 Cycle (issued in December 2017) 01-Jan-19|
IFRS 17 Insurance Contracts 01-Jan-22
IFRS 10 and IAS 28: Sale or Contribution of Assets between an investor and its associate 01-Jan 21
or joint venture- Amendments to IFRS 10 and 1AS 28

Where the standards and interpretations may have an impact at a future date, they have been discussed below:
IFRS 16 Leases - Effective date 1 January 2019

IFRS 16 was issued in January 2016 and it replaces IAS 17 Leases, IFRIC 4 Determining whether an Arrangement contains a
Lease, SIC-15 Operating Leases-Incentives and SIC-27 Evaluating the Substance of Transactions Involving the Legal Form of a
Lease. Lessor accounting has not substantially changed in the new standard. The model retlects that, at the start of a lease, the
lessee obtains the right to use an asset for a period of time and has an obligation to pay for that right. In response to concerns
expressed about the cost and complexity to apply the requirements to large volumes of small asscts, the TASB decided not to
require a lessee to recognise assets and liabilities for short-term leases (less than 12 months), and leases for which the
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2.3) New and amended standards and interpretations (continued)

(i) Accounting standards and interpretations issued but not yet effective(continued)

a) IFRS 16 Leases - Effective date 1 January 2019(continued)

b)

<

d)

underlying asset is of low value (such as laptops and office furniture). A lessee measures lease liability at the present value of
future lease payments. A lessee measures lease asset, initially at the same amount as lease liabilities, and includes costs directly
related to entering the lease.

Lease assets are amortised in a similar way to other assets such as property, plant and equipment. This approach will result in a
more faithful representation of a lessee’s assets and liabilities and, together with enhanced disclosures, will provide greater
transparency of a lessee’s financial leverage and capital employed. One of the implications of the new standard is that there will
be a change to key financial ratios derived from a lessee’s assets and liabilities (for example, leverage and performance ratios).

During 2018, the Group has performed a detailed impact assessment of IFRS 16. The only operating lease affected is the office
lease. The impact of IFRS 16 adoption is expected to be, as follows:
Impact on the statement of financial position (increase/(decrease)) as at 31 December 2018:

KShs 000
Assets
Property and equipment (right-of-use assets) 112.809
Liabilities
Lease liabilities 112,954
Net impact 145

On adoption of [FRS 16 on 1 January 2019, the Group’s retained earnings will reduce. This is due to the change in the accounting
for expenses of leases that were classified as operating leases under 1AS 17.

IFRIC Interpretation 23 Uncertainty over Income Tax Treatment

The Interpretation addresses the accounting for income taxes when tax treatments involve uncertainty that affects the
a.  Whether an entity considers uncertain tax treatments separately
b.  Theassumptions an entity makes about the examination of tax treatments by taxation authorities
c.  How an entity determines taxable profit (tax loss), tax bases, unused tax losses, unused tax credits and tax
d.  How an entity considers changes in facts and circumstances

An entity must determine whether to consider each uncertain tax treatment separately or together with one or more.

Prepayment Features with Negative Compensation - Amendments to IFRS 9

Under IFRS 9, a debt instrument can be measured at amortised cost or at fair value through other comprehensive income,
provided that the contractual cash flows are ‘solely payments of principal and interest on the principal amount outstanding’ (the
SPPI criterion) and the instrument is held within the appropriate business model for that classification.

The amendments to IFRS 9 clarify that a financial asset passes the SPPI criterion regardless of the event or circumstance that
causes the early termination of the contract and irrespective of which party pays or receives reasonable compensation for the
early termination of the contract. The basis for conclusions to the amendments clarified that the early termination can result from
a contractual term or from an event outside the control of the parties to the contract, such as a change in law or regulation leading
to the early termination of the contract.

The amendments must be applied retrospectively; earlier application is permitted. The amendment provides specific transition
provisions if it is only applied in 2019 rather than in 2018 with the remainder of IFRS 9.

Long-term Interests in Associates and Joint Ventures - Amendments to I14S 28

The amendments clarify that an entity applies IFRS 9 Financial Instruments to long-term interests in an associate or joint venture
to which the equity method is not applied but that, in substance, form part of the net investment in the associate or joint venture
(long-term interests). This clarification is relevant because it implics that the expected credit loss model in IFRS 9 applies to
such long-term interests.

20



Acorn Holdings Limited
Notes to the financial statements
For the year ended 31 December 2018
2.3) New and amended standards and interpretations (continued)

(ii)Accounting standards and interpretations issued but not yet effective (continued)

d) Long-term Interests in Associates and Joint Ventures - Amendments to I1AS 28 (continued)

Entities must apply the amendments retrospectively, with certain exceptions. Early application of the amendments is permitted and
must be disclosed.

e) Annual Improvements 2015-2017 Cycle (issued in December 2017)

These improvements include:

> Amendment to IFRS 3 Business Combinations - Previously held Interests in a joint operation
The amendments clarify that, when an entity obtains control of a business that is a joint operation, it applies the requirements for a
business combination achieved in stages, including re measuring previously held interests in the assets and liabilities of the joint
operation at fair value. In doing so, the acquirer re measures its entire previously held interest in the joint operation. An entity
applies those amendments to business combinations for which the acquisition date is on or after the beginning of the first annual
reporting period beginning on or after 1 January 2019. Earlier application is permitted.

* Amendment to [FRS 11; Joint Arrangement Previously held Interests in a joint operation

A party that participates in, but does not have joint control of, a joint operation might obtain joint control of the joint operation
in which the activity of the joint operation constitutes a business as defined in IFRS 3. The amendments clarify that the
previously held interests in that joint operation are not remeasured. An entity applies those amendments to transactions in
which it obtains joint control on or after the beginning of the first annual reporting period beginning on or after 1 January
2019. Earlier application is permitted.

* Amendment to IAS 12 Income Taxes; Income tax consequences of payments on financial instruments classified as equity
The amendments clarify that the income tax consequences of dividends are linked more directly to past transactions or events
that generated distributable profits than to distributions to owners. Therefore, an entity recognises the income tax consequences
of dividends in profit or loss, other comprehensive income or equity according to where the entity originally recognised those
past transactions or events. An entity applies those amendments for annual reporting periods beginning on or after 1 January
2019. Earlier application is permitted. When an entity first applies those amendments, it applies them to the income tax
consequences of dividends recognized on or after the beginning of the earliest comparative period.

* IAS 23 Borrowing Costs; Borrowing costs eligible for capitalisation

The amendments clarify that an entity treats as part of general borrowings any borrowing originally made to develop a qualifying
asset when substantially all of the activities necessary to prepare that asset for its intended use or sale are complete. An entity
applies those amendments to borrowing costs incurred on or after the beginning of the annual reporting period in which the entity
first applies those amendments.

An entity applies those amendments for annual reporting periods beginning on or after 1 January 2019. Earlier application is
permitted. Management is still assessing the impact of the above amendments.

) Amendments to IFRS 10 and IAS 28: Sale or Contribution of Assets between an Investor and its Associate or Joint Venture -
effective date 1 January 2021

This amendment to IFRS 10 Consolidated Financial Statements and 1AS 28 Investments in Associates and Joint Ventures (2011)
was made to clarify the treatment of the sale or contribution of assets from an investor to its associate or joint venture, as follows:

s itrequires full recognition in the investor's financial statements of gains and losses arising on the sale or contribution of
assets that constitute a business (as defined in IFRS 3 Business Combinations); and

e it requires the partial recognition of gains and losses where the assets do not constitute a business, i.c. a gain or loss is
recognised only to the extent of the unrelated investors’ interests in that associate or joint venture.

These requirements apply regardless of the legal form of the transaction, e.g. whether the sale or contribution of assets
occurs by an investor transferring shares in a subsidiary that holds the assets (resulting in loss of control of the subsidiary),
or by the direct sale of the assets themselves.

Apart from IFRS 16 which is expected to have the impact described in (a) above, the other standards are not expected to
have a material impact on the Group.
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2.4 Summary of significant accounting policies

a)

b)

Business combinations and goodwill

Bustness combinations are accounted for using the acquisition method. The cost of an acquisition is measured as the aggregate
of the consideration transferred, which is measured at acquisition date fair value, and the amount of any non-controlling interests
in the acquiree. For each business combination, the Group elects whether to measure the non-controlling interests in the acquiree
at fair value or at the proportionate share of the acquiree’s identifiable net assets. Acquisition-related costs are expensed as
incurred and included in administrative expenses.

When the Group acquires a business, it assesses the financial assets and liabilities assumed for appropriate classification and
designation in accordance with the contractual terms, economic circumstances and pertinent conditions as at the acquisition date.
This includes the separation of embedded derivatives in host contracts by the acquiree. Any contingent consideration to be
transferred by the acquirer will be recognised at fair value at the acquisition date. Contingent consideration classified as an asset
or liability that is a financial instrument and within the scope of IAS 39 Financial Instruments: Recognition and Measurement,
is measured at fair value with the changes in fair value recognised in profit or loss.

Goodwill is initially measured at cost (being the excess of the aggregate of the consideration transferred and the amount
recognised for non-controlling interests) and any previous interest held over the net identifiable assets acquired and liabilities
assumed. If the fair value of the net asscts acquired is in excess of the aggregate consideration transferred, the Group re-assesses
whether it has correctly identified all of the assets acquired and all of the liabilities assumed and reviews the procedures used to
measure the amounts to be recognised at the acquisition date. If the reassessment still results in an excess of the fair value of net
assets acquired over the aggregate consideration transferred, then the gain is recognised in profit or loss.

After initial recognition, goodwill is measured at cost less any accumulated impairment losses. For the purpose of impairment
testing, goodwill acquired in a business combination is, from the acquisition date, allocated to each of the Group’s cash-
generating units that are expected to benefit from the combination, irrespective of whether other assets or liabilities of the
acquiree are assigned to those units. Where goodwill has been allocated to a cash-generating unit (CGU) and part of the operation
within that unit is disposed of, the goodwill associated with the disposed operation is included in the carrying amount of the
operation when determining the gain or loss on disposal. Goodwill disposed in these circumstances is measured based on the
relative values of the disposed operation and the portion of the cash-generating unit retained.

Functional and presentation currency

The financial statements are presented in Kenyan Shilling (KShs), which is the Group’s functional currency. All financial
information presented in KShs have been rounded to the nearest thousand shillings, except where otherwise indicated.

Transactions and balances

Transactions in foreign currencies are initially recorded at their respective functional currency spot rates at the date the
transaction first qualifies for recognition.

Monetary assets and liabilities denominated in foreign currencies are retranslated at the functional currency spot rate of exchange
ruling at the reporting date. Differences arising on settlement or translation of monetary items are recognised in profit or loss.

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using the exchange rates
as at the dates of the initial transactions. Non-monetary items measured at fair value in a foreign currency are translated using
the exchange rates at the date when the fair value is determined. The gain or loss arising on translation of non-monetary items
measured at fair value is treated in line with the recognition of gain or loss on change in fair value of the item (i.c., translation
differences on items whose fair value gain or loss is recognised in other comprehensive income or profit or loss are also
recognised in other comprehensive income or profit or loss, respectively).

Where the functional currency of the subsidiaries at the reporting date is not the presentation currency of the Group (KShs), the
asscts and liabilities of these subsidiaries are translated into KShs at the rate of exchange ruling at the reporting date and, income
and expenses are translated at the average exchange rates for the year. The exchange differences arising on the translation are
taken through other comprehensive income. On disposal of a foreign entity, the
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2.4 Summary of significant accounting policies(continued)

b)

)

d)

Functional and presentation currency (continued)

deferred cumulative amount recognised in other comprehensive income relating to that particular foreign operation is recognised
in profit or loss.

Current versus non-current classification

The Group presents assets and liabilities in the statement of financial position based on current/non-current classification.
An asset is current when it is:

Expected to be realised or intended to be sold or consumed in the normal operating cycle.
Held primarily for the purpose of trading.

Expected to be realised within twelve months after the reporting period.

Or

Cash or cash equivalent unless restricted from being exchanged or used to settle a liability for at least twelve months after the
reporting period.

All other assets are classified as non-current.
A liability is current when:

e ltisexpected to be settled in the normal operating cycle

e Itis held primarily for the purpose of trading

e tis due to be settled within twelve months after the reporting period
Or

There is no unconditional right to defer the settlement of the liability for at least twelve months after the reporting period
The Group classifies all other liabilities as non-current.

Deferred tax assets and liabilities are classified as non-current assets and liabilities respectively.

Revenue recognition

The Group recognises revenue from the following major sources:

° Rental income
. Project management
. Interest income

Rental income

Rental income comprises direct properties let to students and lets of the Group’s office space to commercial tenants. This
revenue is recognised in the profit or Joss over the length of the tenancy period as the Group provides the services to its
customers. Included in some rental contracts is the use of broadband facilities and room cleaning services. The Group does not
offer these services as stand-alone products. Under IFRS 15 the Group does not consider these services to be individually
material and has, consequently, bundled these obligations as a single contract. The transaction prices for rental income are
explicitly stated in each contract, A contract liability can result from payments received in advance, until the date at which
control is transferred to the customer and at that point the revenue begins to be recognised over the tenancy period. Lease
incentives (Rent free period) are sometimes recognised on commercial units; these are recognised as an integral part of the
total rental income and spread over the term of the lease.

Project management fees
The Group acts as project manager for the development of commercial properties which entails offering the following services:

building management, commissioning and maintenance, construction contract management, construction contract procedures,
statutory and compliance, cash flow, construction economics and financial management,
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2.4 Summary of significant accounting policies(continued)

d)

¢)

Revenue recognition(continued)

programming, reporting and meetings, design reviews and quality control, consultant appointments, liaison with legal and
business case. The Group concludes that the contract contains a single performance obligation because the promised services
in the contract are not distinct. This is because a company may be able to fulfil its promise to transfer each service in the
contract independent of the other, but each service may significantly affect the other’s utility to the customer such that the
combination of the services are transformational in nature as opposed to being additive. Therefore, the services are not
separately identifiable. The project management fees are eamed over the life of the project. The Group recognizes revenue
initially for the first four months of the project at a predetermined amount to reflect the work done at this stage and the
remainder, equally over time of the performance obligation as specified in the contract. The transaction prices for project
management fees are explicitly stated in each contract; at a rate of 4% of the project cost.

This arrangement satisfies the criteria for over-time recognition as the contractor’s performance creates an asset that the
customer controls.

Interest income

Interest income is recognised as it accrues using the effective interest rate (EIR) method. The EIR is the rate that exactly discounts
the estimated future cash receipts over the expected life of the financial instrument or a shorter period, where appropriate, to the
net carrying amount of the financial asset. Interest income is included in finance income in the statement of profit or loss.

Borrowing costs

Borrowing costs, net of any temporary investment income on those borrowings, that are attributable to acquisition, construction
or production of a qualifying asset are capitalised as part of the asset. The net borrowing cost capitalised is either the actual
borrowing cost incurred on the amount borrowed specifically to finance the asset; or in the case of general borrowings, the
borrowing cost is determined using the overall weighted average cost of the borrowings on all outstanding borrowings during
the year less any specific borrowings directly attributable to the asset and applying this rate to the borrowing attributable to the
asset. Capitalisation of borrowing costs ceases when all activities necessary to prepare the qualifying asset for its intended use
or sale are complete. All other borrowing costs are recognised in profit or loss in the year in which they are incurred.

Taxation

Income tax

Income tax expense is the aggregate amount charged/(credited) in respect of current tax and deferred tax in determining the
profit or loss for the year. Tax is recognised in the profit and loss account except when it relates to items recognised in other
comprehensive income, in which case it is also recognised in other comprehensive income, or to items recognised directly in
equity, in which case it is also recognised directly in equity.

Current tax

Current tax assets and liabilities for the current and prior periods are measured at the amount expected to be recovered from or
paid to the taxation authorities. The tax rates and tax laws used to compute the amount are those that are enacted or substantively
enacted, at the reporting date in the countries where the Group operates and generates taxable income. Management periodically
evaluates positions taken in the tax returns with respect to situations in which applicable tax regulations are subject to
interpretation and establishes provisions where appropriate.

g) Deferred income tax

Deferred tax is determined for all temporary differences arising between the tax bases of assets and liabilities and their
carrying amounts for financial reporting purposes, using tax rates and laws enacted or substantively enacted at the
reporting date and expected to apply when the asset is recovered or the liability is settled.

The measurement of deferred tax assets and liabilities reflects the tax consequences that would follow from the manner
in which the Group expects, at the end of the reporting period, to recover or settle the carrying amount
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2.4 Summary of significant accounting policies(continued)

g) Deferred income tax(continued)

h)

of its assets or liabilities. However, for investment property that is measured using the fair value model, there is a rebuttable
presumption that the carrying amount of the investment property will be recovered through sale.

Deferred tax liabilities are recognised for all taxable temporary differences except those arising on the initial recognition of an
asset or liability, other than through a business combination, that at the time of the transaction affects neither the accounting nor
taxable profit or loss.

Deferred tax assets are recognised only to the extent that it is probable that future taxable profits will be available against which
temporary differences can be utilised. Recognised and unrecognised deferred tax assets are reassessed at the end of each reporting
period and, if appropriate, the recognised amount is adjusted to reflect the extent that it has become probable that future taxable
profits will allow the deferred tax asset to be recovered.

Share capital
Ordinary shares are recognised at par value and classified as 'share capital' in equity. Any amounts received over and above the
par value of the shares issued are classified as 'share premium' in equity.

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

j) Financial instruments

(i) Classification

In the current period, the Group has adopted 1IFRS 9 Financial Instruments. See section 2.3 for an explanation of the impact.
Comparative figures for the year ended 31 December 2017 have not been restated. Therefore, financial instruments in the
comparative period are still accounted for in accordance with IAS 39 Financial Instruments:

Recognition and Measurement

(A) Classification - Policy effective from 1 January 2018 (IFRS 9)

In accordance with IFRS 9, the Group classifies its financial assets and financial liabilities at initial recognition into the categories

of financial assets and financial liabilities discussed below.

In applying that classification, a financial asset or financial liability is considered to be held for trading if:

(i) Itis acquired or incurred principally for the purpose of selling or repurchasing it in the near term, or

(i1) On initial recognition, it is part of a portfolio of identified financial instruments that are managed together and for which,
there is evidence of a recent actual pattern of short-term profit-taking, or

(iii) It is a derivative (except for a derivative that is a financial guarantee contract or a designated and effective hedging instrument)

Financial assets

The Group classifies its financial assets as subsequently measured at amortised cost or measured at fair value through profit or
loss on the basis of both:

1. The entity’s business model for managing the financial assets

2. The contractual cash flow characteristics of the financial assets

Financial assets measured at amortised cost

A debt instrument is measured at amortised cost if it is held within a business model whose objective is to hold financial assets in
order to collect contractual cash flows and its contractual terms give rise on specified dates to cash flows that are solely payments
of principal and interest on the principal amount outstanding. The Group includes in this category short-term non-financing
receivables including cash collateral posted on derivative contracts, accrued income and other receivables.

Financial liabilities
Financial liabilities measured at amortised cost

This category includes all financial liabilities, other than those measured at fair value through profit or loss. The Group includes
in this category other short-term payables.

(B) Classification - Policy etfective before 1 January 2018 (IAS 39)

The Group classifies its tinancial assets and financial liabilities at initial recognition into the following categories, in accordance
with IAS 39,
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j) Financial instruments(continued)
Financial liabilities(continued)
Financial liabilities measured at amortised cost(continued)
(B) Classification - Policy effective before 1 January 2018 (IAS 39) (continued)

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active
market. The Group includes in this category loans to investee companies and other short-term receivables.

Other financial liabilities

This category includes all financial liabilities, other than those classified as fair value through profit or loss. The Group includes in
this category other short-term payables.

(i1) Recognition

The Group recognises a financial asset or a financial liability when, and only when, it becomes a party to the contractual provisions
of the instrument.

Purchases or sales of financial assets that require delivery of assets within the time frame generally established by regulation or
convention in the market place are recognised on the trade date, i.e., the date that the Group commits to purchase or sell the asset.

(111) Derecognition

A financial asset (or, where applicable a part of a financial asset or part of a group of similar financial assets) is derecognised where:
- The rights to receive cash flows from the asset have expired; or

- The Group has transferred its rights to receive cash flows from the asset or has assumed an obligation to pay the received cash
flows in full without material delay to a third party under a ‘pass-through’ arrangement;

Either

(a) the Group has transferred substantially all the risks and rewards of the asset, or

(b) the Group has neither transferred nor retained substantially all the risks and rewards of the asset but has transferred control of
the asset.

When the Group has transferred its rights to receive cash flows from an asset or has entered into a pass-through arrangement, and
has neither transferred nor retained substantially all the risks and rewards of the asset nor transferred control of the asset, the asset
is recognised to the extent of the Group's continuing involvement in the asset.

The Group derecognises a financial liability when the obligation under the liability is discharged, cancelled or expires.

(iv) Initial measurement

Financial assets at fair value through profit or loss are recorded in the statement of financial position at fair value. All transaction
costs for such instruments are recognized directly in profit or loss. Loans and receivables and financial liabilities (other than those
classified as fair value through profit or loss) are measured initially at their fair value plus any directly attributable incremental costs
of acquisition or issue.

(v) Subsequent measurement

After initial measurement, the Group measures financial instruments at fair value. Loans and receivables are carried at amortised
cost using the effective interest method less any allowance for impairment. Gains and losses are recognised in profit or loss when
the loans and receivables are derecognised or impaired, as well as through the amortisation process.

Financial liabilities are measured at amortised cost using the effective interest method. Gains and losses are recognised in profit or
loss when the liabilities are derecognised as well as through the amortisation process.

The eftective interest method is a method of calculating the amortised cost of a financial asset or a financial liability and of allocating
the interest income or interest expense over the relevant period. The effective interest rate is the rate that exactly discounts estimated
future cash payments or receipts through the expected life of the financial instrument, when appropriate, a shorter period to the net
carrying amount of financial asset or financial liability. When calculating the effective interest rate, the Group estimates cash flows
considering all contractual terms of the financial instruments but does not consider future credit losses. The calculation includes all
fees paid, or received between parties to the contract that are an integral part of the effective interest rate, transaction costs and all
other premiums or discounts

(v1) Impairment of financial assets
Policy effective from 1 January 2018 (IFRS 9)

The Group holds other receivables with no financing component, and which have maturities of less than 12 months at amortised
cost and, as such, has chosen to apply an approach like the simplified approach for expected credit losses (ECL) under IFRS 9 to all
its receivables. Therefore, the Group does not track changes in credit risk, but instead, recognises a loss allowance based on lifetime
ECLs at each reporting date.

The Group’s approach to ECLs reflects a probability-weighted outcome, the time value of money and reasonable and supportable
information that is available without undue cost or cffort at the reporting date about past events, current conditions and torecasts of
future cconomic conditions.

The other receivables are settled within 3 months and there is no history of default.
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2.4 Summary of significant accounting policies(continued)

j) Financial instruments(continued)
(B) Classification - Policy effective before 1 January 2018 (IAS 39) (continued)
(vi) Impairment of financial assets (continued)

Policy effective before | January 2018 (1AS 39)

The Group assesses at each reporting date whether a financial asset or group of financial assets classified as loans and receivables
is impaired. Evidence of impairment may include indications that the debtor or a group of debtors is experiencing significant
financial difficulty, default or delinquency in interest or principal payments, the probability that they will enter bankruptcy or
other financial reorganisation and where observable data indicate that there is a measurable decrease in the estimated future cash
flows, such as changes in arrears or economic conditions that correlate with defaults. If there is objective evidence that an
impairment loss has been incurred, the amount of the loss is measured as the difference between the asset’s carrying amount and
the present value of estimated future cash flows (excluding future expected credit losses that have not yet been incurred)
discounted using the asset’s original effective interest rate. The carrying amount of the asset is reduced through the use of an
allowance account and the amount of the loss is recognised in profit or loss as a ’Credit loss expense’. Impaired debts together
with the associated allowance are written off when there is no realistic prospect of future recovery and all collateral has been
realised or has been transferred to the Group. If, in a subsequent period, the amount of the estimated impairment loss increases or
decreases because of an event occurring after the impairment was recognised, the previously recognised impairment loss is
increased or reduced by adjusting the allowance account. If a previous write-off is later recovered, the recovery is credited to the
*Credit loss expense’.

Interest revenue on impaired financial asset is recognised using the rate of interest used to discount the future cash flows for the
purpose of measuring the impairment loss.

k) Fair value of financial instruments

The Group measures its financial instruments, such as derivatives, and non-financial assets such as investment
properties, at fair value at each reporting date.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date. The fair value measurement is based on the presumption that the transaction to sell
the asset or transfer the liability takes place either:

In the principal market for the asset or liability, or

In the absence of a principal market, in the most advantageous market for the asset or liability
The principal or the most advantageous market must be accessible to the Group.

The fair value of an asset or a liability is measured using the assumptions that market participants would use when pricing
the assct or liability, assuming that market participants act in their economic best interest.

A fair value measurement of a non-financial asset takes into account a market participant’s ability to generate economic benefits
by using the asset in its highest and best use or by selling it to another market participant that would use the asset in its highest
and best use.
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2.4 Summary of significant accounting policies(continued)

k) Fair value of financial instruments(continued)

H

m)

)

The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient data are available
to measure fair value, maximising the use of relevant observable inputs and minimising the use of unobservable data.

All assets and liabilities, for which fair values are measured or disclosed in the financial statements, are categorised within
the fair value hierarchy, based on the lowest level input that is significant to the fair value measurement as a whole:

Level 1 - Quoted (unadjusted) market prices in active markets for identical assets or liabilities
Level 2 - Valuation techniques for which the lowest level input that is significant to the fair value
Level 3 - Valuation techniques for which the lowest level input that is significant to the fair value

The fair value of investments that are actively traded in organised financial markets is determined by reference to quoted market
bid prices at the close of business on the reporting date. For financial instruments where there is no active market, fair value is
determined using valuation techniques. Such techniques may include using recent arm's length market transactions; reference to
the current market value of another instrument that is substantially the same; discounted cash flow analysis or other valuation
models.

Investments in subsidiaries

Investments in subsidiaries are carried in the Company's statement of financial position at fair value. The majority of the
Company's subsidiaries are limited liability partnerships, which own investment property, either completed or under construction.
The Group carries investment properties at fair value as do the subsidiaries. As a result, the carrying value of a subsidiary reflects
the Group's share of the underlying property asset.

The Group's share of profits or losses of the partnerships is recognised in profit or loss in the period it is earned. Current and
deferred tax on the group's share of profits are included in the Group's tax expense. The Group's capital and current accounts with
partnerships are presented in the statement of financial position as non-current receivables or payables.

Post-employment benefit obligations

The Group and its employees also contribute to the National Social Security Fund (NSSF), a national defined contribution scheme.
Contributions are determined by local statute and the Group's contributions are charged to the profit and loss account in the year to
which they relate.

Property, plant and equipment

All categories of property, plant and equipment are initially recognised at cost. Cost includes expenditure directly attributable to the
acquisition of the assets. All categories of property, plant and equipment are subsequently carried at cost less accumulated
depreciation and accumulated impairment losses. Repairs and maintenance expenses are charged to the profit and loss account in
the year in which they are incurred.

Depreciation is calculated using both reducing balance method and straight-line method to write down the cost or the revalued
amount of each asset to its residual value over its estimated useful life using the following annual rates:

Rate - %
Motor vehicles 25 Reducing balance
Furniture & fittings 17 Straight line
Computers, copiers & faxes 25 Straight line
Computer software 20 Straight line

The assets' residual values and uscful lives are reviewed, and adjusted if appropriate, at each reporting date.

Gains and losses on disposal of property, plant and equipment are determined by reference to their carrying amount and are taken
into account in determining operating profit.
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2.3 Summary of significant accounting policies(continued)

0

Investment properties

The assets of the limited liability partnerships in which the Group has an interest comprise primarily investment property. Investment
property is property held to earn rentals or for capital appreciation or both. Investment property, including interest in leasehold land,
is initially recognised at cost including the transaction costs. Subsequently, investment property is carried at fair value based on
discounted cash flow projections. Gains or losses arising from changes in the fair value are included in determining the profit or loss
of the limited liability partnerships in the year to which they relate.

Subsequent expenditure on investment property where such expenditure increases the future economic value in excess of the original
assessed standard of performance is added to the carrying amount of the investment property. All other subsequent expenditure is
recognised as an expense in the year in which it is incurred.

Impairment of non-financial assets

Non-financial assets that are carried at amortised cost are reviewed at the end of each reporting period for any indication that an
asset may be impaired. If any such indication exists, an impairment loss is 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 value in
use.

Leascs

Leases of property, plant and equipment including hire purchase contracts where the group assumes substantially all the risks and
rewards incidental to ownership are classified as finance leases. Finance leases are recognised as a liability at the inception of the
lease at the lower of the fair value of the leased assets and the present value of the minimum lease payments. The interest rate
implicit in the lease is used as the discount factor in determining the present value, Each lease payment is allocated between the
liability and finance cost using the interest rate implicit in the lease. The finance cost is charged to the profit and loss account in the
year in which it is incurred. Property, plant and equipment acquired under finance leases are capitalised and depreciated over the
estimated useful life of the asset.

Provisions for liabilities

Provisions are recognised when the group has a present legal or constructive obligation as a result of past events, it is probable that
an outflow of resources embodying economic benefits will be required to settle the obligation, and a reliable estimate of the amount
of the obligation can be made.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is determined using the weighted average cost method. The
cost of finished properties and work in progress comprises the cost of land, construction and related costs. Net realisable value is
the estimated selling price in the ordinary course of business, Jess the estimated costs of completion and selling expenses.

Cash and cash cquivalents

Cash and cash equivalents include cash in hand and demand and term deposits, with maturities of three months or less from the date
of acquisition, that are readily convertible to known amounts of cash and which are subject to an insignificant risk of changes in
value, net ot bank overdrafts. In the statement of financial position, bank overdrafts are included as borrowings under current
habilitics.

Significant judgements and key sources of estimation uncertainty

In the process of applying the accounting policies adopted by the group, the directors make certain judgements and estimates that
may affect the amounts recognised in the financial statements. Such judgements and estimates are based on historical experience
and other factors, including expectations of future cvents that are believed to be reasonable under the current circumstances
However, actual results may differ from those estimates. The judgements and estimates are reviewed at each financial reporting date
to cnsure that they are still reasonable under the prevailing circumstances based on the information available, and any revisions to
such judgements and estimates are recognised in the year in which the revision is made.
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3. Significant judgements and key sources of estimation uncertainty(continued)
a)  Significant judgements made in applying the group's accounting policies

The judgements made by the directors in the process of applying the group's accounting policies that have the most significant effect
on the amounts recognised in the financial statements include:

Classification of investment properties

Whether property is held to earn rentals or for capital appreciation or both, in which case it is classified as investment
property, or held for development and sale, in which case it is classified as inventory.

Going Concern

The Group strategy and capital structure results in the regular drawdowns of shareholder loans to fund the Group's construction
programme and operating costs and the returns achieved on this investment will procure the long-term success and viability of the
Group. The details of this are explained more fully in the business review in the Directors' Report. Having evaluated the Group's
position, in particular the commitment of shareholders to invest the necessary funds and the risks associated with returns that will
be achieved on this investment it is considered that the Group is a going concern and it is therefore appropriate to adopt the going
concern basis for the financial statements. Refer to Note 20 for additional details.

Determination of functional currency

The majority of the Group's transactions occur in Kenyan Shillings, although the Group does have significant borrowings
denominated in US dollars. The cash flows of the Group are managed, and its financial performance is assessed in Kenyan shillings.
1t is therefore considered that the Group's functional currency is Kenyan Shillings.

b) Key sources of estimation uncertainty

Key assumptions made about the future and other sources of estimation uncertainty that have a significant risk of causing a material
adjustment to the carrying amount of assets and liabilities within the next financial year include:

» Recognition of deferred tax assets requires assessment of future taxable profits against which carry forward tax losses can be used.
A deferred tax asset is recognised only to the extent that it is probable that future taxable profit will be available against which the
tax asset can be utilised. deferred tax is measured at the tax rates that are expected to apply to temporary differences when they
reverse, on the basis of the tax rates enacted or substantively enacted at the reporting date

» Fair value of investments: The outturn of variables used to derive fair values may differ from the assumptions used.

Estimates made in determining the impairment losses on receivables. Such estimates include the determination of the net realisable
value or the recoverable amount of the asset.

4. Financial risk management objectives and policies

a) Financial risk management

The Group's activities expose it to a variety of financial risks including credit, liquidity and market risks. The Group's overall risk
management policies are set out by the board and implemented by the management, and focus on the unpredictability of changes
in the business environment and seck to minimise the potential adverse effects of such risks on the Group's performance by setting
acceptable levels of risk. The Group does not hedge against any risks.

i) Credit risk

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other party by failing to discharge
an obligation. Credit risk mainly arises from financial assets and is managed on a company-wide basis. The Group does not grade
the credit quality of financial assets that are neither past duc nor impaired.

Credit risk on financial assets with banking institutions is managed by dealing with institutions with good credit ratings and placing
limits on deposits that can be held with each institution,
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4. Financial risk management objectives and policies(continued)
a) Financial risk management(continued)
i) Credit risk(continued)

The majority of the Group's income comprise rental income payable in advance; credit risk associated with tenants is managed,
mn the case of individuals, by basic financial checks before accepting a tenant and by prompt follow up of any arrears. For
commercial tenants’ leases are only entered with parties where the assessment of credit risk is satisfactory and again is further
controlled through prompt follow up of arrears. Credit risk on other trade receivables is managed by ensuring that credit is
extended to customers with an established credit history. The credit history is determined by taking into account the financial
position, past experience and other relevant factors.

Credit risk is managed by setting the credit limit and the credit period for each customer. The utilisation of the credit limits and
the credit period is monitored by management on a monthly basis.

The maximum exposure of the Group to credit risk as at the reporting date is as follows:

Group Neither past Past due but

Due nor

impaired not impaired Impaired Total

KShs 000 KShs 000 KShs 000 KShs 000
At 31 December 2018
Trade and other receivables 321,196 - - 321,196
Cash at bank 335,928 - - 335,928
Maximum exposure to credit risk 657,124 - - 657,124
At 31 December 2017
Trade and other receivables 147,658 - - 147,658
Cash at bank 283,673 - 283,673
Maximum exposure to eredit risk 431,331 - - 431,331

The Company had no exposure to credit risk as at the reporting date.

ii) Currency risk

The Group has significant shareholder loans denominated in US dollars. The Group manages the exposure to this by assessing
both the Kenyan shilling and US dollar returns on its project build in a rate of Kenyan shilling depreciation in line with historical
trends and future forecast. There are no other significant currency exposures.

The maximum exposure of the group to currency risk as at the reporting date is as follows:

Group Company
2018 2017 2018 2017
KShs 000 KShs 000 KShs 000 KShs 000

At 31 December 2018
Subordinated shareholder loans 3,147,299 2,173,521 3,147,299 2,173,521
Interest Accrual 830,585 394,196 830,585 394,196
Maximum exposure to credit
risk 3,977,884 2,567,717 3,977,884 2,567,717

A 10 percent strengthening of the Kenya Shilling against the US Dollar would have decreased loss for the year by the amounts
shown below. This analysis assumes that all other variables, in particular interest rates, remain constant. The analysis 1s
performed on the same basis for 2017. A weakening of the Kenya Shilling against the US Dollar would have the opposite impact
on loss for the year.
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4. Financial risk management objectives and policies(continued)
a) Financial risk management(continued)
ii) Currency risk(continued)

Group Company
2018 2017 2018 2017
KShs 000 KShs 000 KShs 000 KShs 000
At 31 December 397,789 256,772 397,789 256,772

iii)Liquidity risk

The Group controls liquidity risk through producing regular cash flow forecasts and the timely draw down of shareholder
loans to fund activities. In addition, the Group does not commit to entering a construction contract for a property unless both
equity and debt funding have been committed

The table below illustrates the maturity analysis for the Company's and the Group's financial liabilities based on
their undiscounted contractual maturity

More than 12

1-3 months 3-12 months months Total
KShs 000 KShs 000 KShs 000 KShs 000

At 31 December 2018
Interest bearing loans and borrowings - - 2,740,472 2,740,472
Subordinated shareholder loan - - 5,625,798 5,625,798
Trade and other payables 295,057 - - 295,057
Interest accrual - - 830,585 830,585
295,057 - 9,196,855 9.491, 912

At 31 December 2017
Interest bearing loans and borrowings . 275,200 2,108,434 2,383,634
Subordinated shareholder loans - - 4,265,534 4,265,534
Due to related parties 109 - - 109
Trade and other payables 359,747 - - 359,747
Interest accrual - - 394,196 394,196
359,856 275,200 6,768,164 7,403,220

The Company also has the subordinated shareholder loan and accruals shown above, with the same liquidity profile

iv)Interest rate risk
The group has a mix of fixed and variable rate debt and monitors its exposure to movement in market rates on a regular
basis. The subordinated shareholder loans have a fixed rate while the other borrowings have a variable rate.

Group Company
2018 2017 2018 2017
KShs
KShs 000 KShs 000 KShs 000 000
Variable interest rate
Borrowings
- Kenya Commercial bank - 215,000 - -
- Shelter Afrique 432,674 333,500 - -
- Shelter Afrique 367,687 335,968 - -
- —— - Stanbic-Bank-Kenya- — 243,520 = = =
1,043,611 884,468 .
Fixed interest rate
- Subordinated shareholder
loans 3,147,299 2,173,521 2,173,521 2,173,521
At 31 December 4,190910 3,057,989 2,173,521 2,173,521
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4. Financial risk management objectives and policies(continued)

a) Financial risk management(continued)
iv) Interest rate risk(continued)

An increase of 1 percentage point in variable interest rates at the reporting date would increase loss by the amounts shown
below. This analysis assumes that all other variables, in particular foreign currency rates, remain constant.

Group Company
2018 2017 2018 2017
KShs 000 KShs 000 KShs 000 KShs 000
At 31 December 10,436 8,845 - -

b) Capital management

The Group's objective in managing its capital is to ensure that it supports the development of its business and is able to continue
as a going concern, while at the same time maximising the retum to its shareholders. The group is not subject to any external
capital requirements.

The group finances its operations by shareholder loans and borrowing from banks.

Group
5. Revenue 2018 2017
KShs 000 KShs 000
Project management income

- Third parties 9,620 30,105
Rent 173,937 23,360
Parking fees 442 751
Service charge 2,258 304

186,257 54,520
6. Other income Group
2018 2017
KShs 000 KShs 000
Interest income 11,693 1,330
Write back of payables 790 -
Utilities - Electricity recharge 645 123
Booking Fee and tenant charge 1,878 87
Insurance Claim Income 88 326
Gain on disposal of assets - 63
Meeting room 91 150
Printing income 212 357
15,397 2,436
Group
2018 2017

KShs 000 KShs 000
7. Establishment Expenses

Rents and rates 27,495 28,067
Depreciation and Amortization 21,160 12,764
Other expenses 8,227 10,441

56,882 51,272
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8 Administrative Expenses

The following items have been recognised as expenses in determining consolidated loss before tax:

Group Company
2018 2017 2018 2017
KShs 000 KShs 000 KShs 000 KShs 000
Office expenses 58,371 50,187 78 163
Audit remuneration 10,564 9,979 1,814 1,435
Professional fees 17,480 18,671 4,866 732
Staff Costs 306,796 211,188 - -
Business development and marketing 132,350 29,177 - -
Impairment of receivables 19,944 - - -
Property related costs 75,311 E - -
620,816 319,202 6,758 2,330
9 TAXATION
Mauritius

The company being the holder of a category 2, Global business licence, is not liable to income tax in Mauritius.

Kenya
Tax rate is 30% on taxable profits. Dividend payments are subject to withholding tax at 10% for non-residents.
Group Company
2018 2017 2018 2017
KShs 000 KShs 000 KShs 000 KShs 000
STATEMENT OF FINANCIAL POSITION
Opening balance 517 34 - -
Paid during the year 4,449 2,616 - -
Charge for the year (7,106) (2,133) - -
Tax (payable)/recoverable (2,140) 517 - -
STATEMENT OF PROFIT OR LOSS
Current income tax charge 7,106 2,133 - =
Reconciliation of tax charge to tax based on accounting loss is as
follows:
(Loss)/profit before tax (1229437)  (103,198) (721,855) 77,935
Tax thereon start at 30% (368,831) (30,959) (216,685) 23,381
Tax effect of non-taxable (income)/loss - - 216,685 (23,381)
Non-deductible expenses for tax purposes 3277 2,573 - -
Deferred tax asset on losses not recognised 372,660 30,519 B -
Tax expense 7106 2,133 - -

Deferred tax assets have not been recognized in respect of tax losses for some subsidiaries because the stream of future taxable
profit against which the subsidiaries can use the benefit therefrom cannot be reliably estimated. If recognised it would decrease
‘theloss-after-tax-or-reduce-the-loss-after-tax—The-Group-has-K-Shs-708,569,426-of tax-losses-carried-forward-and-does-not-have —— ——
taxable temporary difference or any tax planning opportunities available that could support the recognition of these losses as
deferred tax assets. On this basis, the Group has determined that it cannot recognise deferred tax assets on the tax losses and other
temporary differences as there is no certainty that sufficient taxable profits will be available against which the tax losses and
temporary differences can be utilised. If the Group was able to recognise all unrecognised deferred tax assets, profit and equity

would have increased by KShs 226,048,032
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10 Investment in subsidiaries

At 31 December 2018, each of the following subsidiaries: Edenvale Developments LLP, Kipkabus Development LLP and Rowan Properties LLP
are partly owned by non-controlling partners. The amounts receivable/(payable) under the current accounts with the LLPs during the year were:

2018 2017
Re-allocation to At 31 At 31
Atl Fair Value Additional payables  Disposal  December Atl Fair Value Additional December

January Gain/(loss) Investment January Gain/(loss) Investment

KShs 000 KShs 000 KShs 000 KShs 000 KShs 000  KShs 000 KShs 000 KShs 000 KShs 000 KShs 000
Spring Green
Properties LLP 461,151 104,112 425,655 269,632 129,785 61,734 461,151
Starling Park
Properties LLP 292,807 - (288,084) - 260,744 62,857 (30,794) 292,807
Edenvale
Developments LLP 351,538 79,401 - - 395,732 144,617 64,184 142,737 351,538
Acorn
Managements
Services Ltd 605,814 541,394 - - 1,147,208 158,084 447,730 605,814
Kipkabus
Development LLP 288,722 162,946 - 396,525, 27,045 102,930 158,747 288,722
Acacia Vale
Properties LLP 191,091 108,068 - 337,624 25,573 (537) 166,055 191,091
Rowan Properties
LLP 15,198 88,866 99,640 (28) 15,226 15,198
Beech Properties
LLP 250,300 92,114 - 333,591 - (215) 250,515) 250,300
Linden Properties
LLP 84,461 17,366 93,185 (215) 84,676) 84,461
Acorn Project One
LLP 108 708 - - -

2,541,082 1,194,375 (708) (288,084) 3,229,160 885,695 358,76 1,296,625 2,541,082

As explained in note 2.4(j) the fair values of the LLPs are based on their net asset values which have underlying properties valued with
reference to the market valuation. Details of the Group's property valuations are set out in note 12 and the fair values are classified within
Level 3 of the fair value hierarchy with further details given in note 19.

The valuation of Acorn Managements Services Ltd ("TAMSL") is also a Level 3 in the fair value hierarchy and is based on the future cash
flows using a discounted cash flow ("DCF") approach, the discount rate applied is 22.5%. The cash flows used include income from
management fees which depend on the scale up of the Group's operations and overhead expenditure which is subject to variations.

An increase of | percentage point in the net asset value ("NAV") of the LLP's and the weighted average cost of capital ("WACC") in the
discounted cashflow value of AMSL at the reporting date would increase/ (decrease) profit by the amounts shown below. This analysis
assumes that all other variables remain constant.

Impact of 1% increase in NAV

Impact of 1% increase in WACC in AMSL
Impact of 1% decrease in WACC in AMSL

Below is a summary of the subsidiaries, held by the Company at 31 December 2018

- Spring Green Properties LLP
- Starling Park Properties LLP
- [Edenvale Developments LLP

- Acom Managements Services Ltd

- Kipkabus Development LLP
- Acacia Vale Properties LLP

- Rowan Properties LLP

Beech Properties LLP
Linden Properties LLP
Acom Project One LLP

Ownership
Yo
100%
50%
50%
100%
50%
100%
50%
100%
100%
100%

2018 2017
KShs 000 KShs 000
20,820 19,353
(204,518) 29
168,112 (290)
Voting . Country of Activity
rights Incorporation
100% Kenya Student accommodation
50% Kenya Student accommodation
50% Kenya Student accommodation
100% Kenya Project Management Services
50% Kenya Student accommodation
100% Kenya Student accommodation
50% Kenya Student accommodation
100% Kenya Student accommodation
100% Kenya Student accommodation
100% Kenya Student accommodation
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11 Property, plant and equipment

Motor Office

Group vehicles equipment Computers Software Total

KShs 000 KShs 000 KShs 000 KShs 000 KShs 000
2018
Cost
At 1 January 2018 27916 25,011 6,103 43,370 102,400
Addition 13,072 1,795 4,324 1,017 20,208
At 31 December 2018 40,988 26,806 10,427 44,387 122,608
Depreciation
At | January 2018 (2,988) (8,138) (2,257) (5,797) (19,180)
Charge for the year (6,046) (4,257) (2,140) (8,717) (21,160)
At 31 December 2018 (9,034) (12,395) (4,397) (14,514) (40,340)
Net book value as at 31 December 2018 31,954 14411 6,030 29,873 82 268
2017
Cost
At 1 January 2017 5,422 24,296 4,042 - 33,760
Addition 22,494 715 2,061 43,370 68,640
At 31 December 2017 27,916 25,011 6,103 43,370 102,400
Depreciation
At 1 January 2017 (1,356) (4,049) (1,011) - (6,416)
Charge for the year (1,632) (4,089) (1,246) (5,798) (12,765)
At 31 December 2017 (2,988) (8,138) (2,257) (5,798) (19,181)
Net book value at 31 December 2017 24,928 16,873 3,846 37,573 83,220

Depreciation and amortisation charge for the year is recorded in the profit or loss as follows:
' Group

2018 2017

KShs 000 KShs 000

Establishment expenses (Note 7) 21,160 12,764

21,160 12,764
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Group
2018 2017
KShs 000 KShs 000

12 Investment properties

Investment properties - complete

Capital expenditure 1,320,209 1,059,048
Interest capitalised 106,739 88,796
Fair value gain on revaluation of investment 189,638 395,786

1,616,586 1,543,630
Investment properties - under construction

Capital expenditure 1,485,360 1,511,090
Interest capitalised 16,794 52,587
Fair value gain on revaluation of investment 123,409 303,968

1,625,563 1,867,645

At 31 December 2018 3,242,149 3411275
Movement in investment properties

Opening balance 3,411,275 1,415,375
Disposal (815,827) B
Additions 762,429 1,507,084
Fair value (loss)/gain on revaluation of

investment (115,728) 488,816
At 31 December 2018 3.242.149 3411275

The fair value of investment properties under construction have been determined using the DCF method and income
capitalisation methods, as described in note 19. The Group’s investment properties were valued on 31 December 2018 by an
external valuer, Jones Lang LaSalle (JLL Africa) and Knight Frank, accredited independent valuers with a recognised and
relevant professional qualification and recent experience of the location and category of the investment properties being
valued. The valuations were in accordance with the requirements of the RICS Valuation — Global Standards, July 2017. The
valuation of the properties was based on Market Value and the valuation model in accordance with that recommended by the
International Valuation Standards Committee has been applied. These valuation models are consistent with the principles in
IFRS 13.

The completed properties are:

a) 340 rooms and retail space for rent on LR No.209/12306 Jogoo road, Nairobi
b) 380 rooms and retail space for rent on LR No0.26921/1 Ruaraka, Nairobi

The properties under construction are:

a) 336 rooms and retail space for rent on LR No.209/118/54 Ngara, Nairobi

b) 465 rooms and retail space for rent on LR N0.209/11654, Madaraka area, Nairobi
¢) 450 rooms and retail space for rent on LR N0.8393/26 Safari Park area, Nairobi

d) 510 rooms for rent on LR No0.9509/44 Safari Park area, Nairobi

€) 555 rooms and retail space for rent on LR No.209/5663/2 Hurlingham area, Nairobi

In the course of the year the Group sold its interest in the Gitanga road property (LR No.3734/917 Gitanga road, Nairobi) at KShs
850,000,000, this resulted in a profit on disposal of KShs 54,666,000
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13 Trade and other receivables
Trade receivables

Other receivables and prepayments
VAT recoverable
Deposits and prepayments

Advance payment for construction main account

Other receivables and prepayments

Group Company
2018 2017 2018 2017
KShs 000 KShs 000 KShs 000 KShs 000
3,382 21,654 - -
42,400 36,387 - -
183,318 89,617 - -
92,096 - - -
317,814 126,004 : -
321,196 147,658 - -

Trade and other receivables are non-interest bearing and are generally on terms of 30 to 90 days. As at 31 December, the analysis

of unimpaired trade receivables is set out below:

31 December 2018
31 December 2017

0-30 days

KShs 000
3,382
1,659

Terms and conditions of transactions with related parties
Outstanding balances at the year-end are unsecured and interest free and settlement occurs in cash. There have been no
guarantees provided or received for any related party receivables or payables. For the year ended 31 December 2018, the
Company has not recorded any impairment of receivables relating to amounts owed by related parties. This assessment is
undertaken each financial year through examining the financial position of the related party and the market in which the

related party operates.

14Cash and cash equivalents

Cash at bank and in hand
Short term deposits

15Trade and other payables

Trade payables
Retention
Tenant deposit
Deferred income
Other payables

38

Past due but not impaired

61-90 >91
31-60 days days  days Total
KShs
KShs 000 KShs 000 000  KShs 000
- - - 3,382
8 36 3,927 5,630

Group Company
2018 2017 2018 2017
KShs 000K Shs 000 KShs 000  KShs 000
192,928 280,893 - -
143,000 2,780 “
335928  283.673 - -
Group Company
2018 2017 2018 2017
KShs 000K Shs 000 KShs 000 KShs 000
52,086 88,445 - g
62,156 59,013 -
22,802 31,171 -
282 33,315 - -
157,731 147,912 2,960 3,195
295,057  359.856 2,960 3,195
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Terms and conditions of the above financial liabilities:
Trade payables are non-interest bearing, unsecured and are normally settled on 60-day terms.
Other payables are non-interest bearing, unsecured and have an average term of six months.
Retention is normally settled 6 months after completion of the project

16 Interest accrual
Accord Hold co
Acom Investments Ltd

Group
2018

Company
2017 2018 2017

KShs 000 KShs 000 KShs000 KShs 000

783,606 361,363 783,606 361,363
46,979 32,833 46,979 32,833

830,585 394,196 830,585 394.196

Accord Holdco Ltd and Acorn Investments Ltd each has a shareholding of 50% in Acorn Holding Ltd

The shareholders have funded the Group by way of subordinated loan notes accruing interest at 17.5%. These notes rank behind
the Group's other debt liabilities and will be repaid with excess cash during the period of the loans or at maturity. Interest is only
payable on repayment of the loan notes, so all interest costs have been accrued and not yet paid.

17. Interest bearing loans and borrowings

Borrowings — current
Kenya Commercial bank
Stanbic Bank Kenya

Borrowings - non-current

Stanbic Bank Kenya
Stanbic Bank Kenya
Shelter Afrique
Shelter Afrique

Interest expense

Interest on debts and borrowings

Group
2018 2017
KShs 000 KShs 000
- 215,000
2,050 -
2,050 215,000
1,062
243,250 -
432,674 333,500
367,687 - 335,968
1,044,673 669,468
1.046.723 884,468
Group
2018 2017
KShs 000 KShs 000
(145,447)
(145,447) -
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18. Subordinated shareholder loans

Loan payable to:
Accord Hold co
Acorn Investments Ltd

Interest accrual:
Accord Hold co
Acorn Investments Ltd

Interest cost:
Accord Hold co
Acorn Investments Ltd

The shareholders have funded the Group by way of subordinated loan notes accruing interest at 17.5%. These notes
are secured by a fixed and floating charge over the Company's assets and rank behind the Group's other debt liabilities.
The notes will be repaid with excess cash during the period or at maturity. In the year the Company's total liabilities
exceeded its total assets resulting in one of the loan notes covenants not being met. However, the shareholders have
confirmed that they have waived the covenant breach, as this was anticipated in the proof of concept stage of the

Group and Company

2018 2017
KShs 000 KShs 000
3,081,421 2,095,054
65,878 78,467
3,147,299 2,173,521
783,606 361,363
46,979 32,833
830,585 394,196
548,111 260,051
19,044 17,948
567,155 277,999

project and as the business scales it is anticipated that this covenant will be met.
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19

Fair value measurement

The following tables show an analysis of the fair values of investment property recognised in the statement of
financial position by level of the fair value measurement hierarchy (as disclosed in note 2)

Significant Total gain or
Quoted unobservable (loss) in the
pricesin  Significant inputs period in the
active observable statement of
Group markets inputs Total profit or loss
(Level 1)  (Level 2) (Level 3)
KShs 000 KShs 000  KShs 000 KShs 000 KShs 000
31 December 2018
Investment properties 3,242,149 3,242,149 (115,728)
31 December 2017
Investment properties 3.411.275 3,411,275 488,816
Transfers between
hierarchy levels
Significant Total gain or
Quoted unobservable (loss) in the
pricesin  Significant inputs period in the
active observable statement of
Company markets inputs Total profit or loss
(Level 1)  (Level 2) (Level 3)
KShs 000 KShs 000  KShs 000 KShs 000 KShs 000
31 December 2018
Investment in Subsidiaries - - 3,228,452 3.228.452 (218.921)
31 December 2017
Investment in Subsidiaries = 5 2,541,082 2.541,082 358,761

Transfers between
hierarchy levels

There were no transfers between Levels 1, 2 or 3 during the year.

Gains recorded in profit or loss for recurring fair value measurements for the Company and Group are categorised within
Level 3 of the fair value hierarchy amount to loss of KShs (218,920,997) (2017: profit of KShs 358,760,525) and KShs
115,727,889 (2017: profit of KShs 488,816,478 respectively. They are presented in the statement of profit or loss in line
item ‘Fair value (loss)/gain on investment in subsidiaries’ for the Company and ‘Fair value gain/ loss on revaluation of
investment properties’ for the Group.

Gains recorded in profit or loss for recurring fair value measurements categorised within Level 3 of the fair value
hierarchy are attributable to changes in unrealised gains or losses relating to investment properties under
construction held at the end of the reporting period.

Valuation techniques used to derive Level 2 and Level 3 fair values
The table below presents the following for each class of property:

e The fair value measurements at the end of the reporting period.

® Thelevel of the fair value hierarchy (e.g. Level 2 or Level 3) within which the fair value measurements are categorised
in their entirety.

e A description of the valuation techniques applied

e The inputs used in the fair value measurement, including the ranges of rent charged to different units within the same
building.

e For Level 3 fair value measurements, quantitative information about the significant unobservable inputs used in the fair
value measurement.
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Fair value Valuation Key unobservable Range (Weighted avg.
technique inputs per property)
2018 2017
KShs 000 KShs 000
Investment properties 3,242,149 3,411,275
DCF and Income capitalisation
methods
Estimated rental
Residential value
(per week per bed) KShs 4,500-4,750
Occupancy rate 70%-85%
Net initial yield
p.a. 9.5%-10%
Net rent per sqf.
Commercial p.m. KShs.110- 192
Occupancy rate 88%
Net initial yield 10%
Development
Residual profit 9.50%
Construction costs KShs 3,729.4- 11,470
to completion per sqf
Sensitivity analysis
Group total Investment Impact on valuation of 5% change Impact on valuation of 5%
properties in nominal equivalent yield change in estimated occupancy
Increase Decrease Increase Decrease
KShs 000 KShs 000 KShs 000 KShs 000 KShs 000
3,242,149 (82,818) 92,020 16,363 (16,363)

A decrease in net rental income, estimated future rents or occupancy will result in a decrease in the fair value, whereas a decrease
in the discount rate (yield) or the estimated costs to complete will result in an increase in fair value. There are inter-relationships
between these rates as they are partially determined by market rate conditions.

20. Stated Capital

The issued share capital is KShs 200 with no authorised share capital. There are two ordinary shares for KShs 100 each.
21 Going concern

At 31 December 2018 the Company and Group loss for the year amounted to KShs 721,855,127 (2017: profit of KShs 77,935,188)
and KShs 1,236,543,321 (2017: KShs 105,331,096) respectively. The Company also has net liabilities of KShs 751,685,293 as at
31 December 2018 (2017: KShs 29,830,165) and the Group net current asset of KShs 359,200,103 (2017: Net current liability
KShs 143,008,000).

The Company and its operations are presently being financed by the existing shareholders under the terms of the shareholders
agreement. As per the agreement, each shareholder has committed to provide financial support or funding to the Company in
proportion to their agreed contributions.

The financial statements are prepared on the basis of accounting policies applicable to a going concern. This basis presumes that
the Company will continue to receive the support of its shareholders and that the realisation of assets and settlement of liabilities
will occur in the ordinary course of business on the basis that the shareholders have indicated their continuing support for the
business.
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22 Shareholding

The company is jointly owned by Accord Holdco Ltd and Acom Investments Ltd as at the reporting date.

23 Subsequent events

AHL in October 2019 raised Kshs.4.3 billion through a Kshs.5 billion Medium Term Note (MTN) programme for development
financing of 6 of its Purpose Built Student Accommodation (PBSA) properties. The intention is to list the MTN note on the London
Stock Exchange (LSE) and the Nairobi Securities Exchange (NSE) in the first quarter of 2020.
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