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| CHAIRMAN’S STATEMENT

Introduction

On behalf of the Board of Directors of the Dar es Salaam Stock Exchange Plc (DSE) I am pleased to present to
you the Annual Report and the audited Financial Statements of the DSE for the financial year ended December,
31 2019.

Operating Environment and Financial Performance

2019 was a good year with a growing and stable economy. Tanzania’s real gross domestic product (GDP) grew
by 6.8 percent in 2019. The growth was supported by increase in investment to certain sectors particularly
construction (roads, railway, and airports); stability in electricity supply, transportation services; increase in
minerals extraction- specifically gold and coal as well as increase in agriculture produce. Sectors which had high
growth in 2019 include construction (16.5 percent); mining (13.7 percent); information and communication
(10.7 percent; water (9.1 percent) as well as transportation and warehousing (9.0 percent). Both inflation
and exchange rates were stable. Annual inflation remained low at 3.8% a slight increase from 3.3% in 2018.
Exchange rate also registered marginal increase with the US dollar exchanging at TZS 2,287.93 from an average
of TZS 2,281.20 in 2018.

In the backdrop of the growing economy, the year 2019 witnessed an improved performance in the stock
market activity. Trading value increased by 198 percent, volume of shares traded increased by 3 percent and
the bond turnover (in trading value) increased by 13 percent.

Performance and Dividend Recommendation

The 2019 financial year was the second year of implementation of the 2018-2022 DSE Strategic Plan II. In the
year, DSE planned to implement some key strategic activities including (i) Devising mechanisms for liquidity
enhancement, (ii) Preparatory work on introduction of “DSE Enterprises Acceleration Program”; (iii) Sustaining
efforts aiming at attaining full membership to the World Federation of Exchanges (WFE) and classification to
Frontier Market status (iv) Enhancing profiling and visibility of the DSE and (v) Increasing efficiency of DSE
operations leading to enhancement of profitability.

I am happy to report that most of the planned activities were implemented as planned. During the year DSE was
admitted as a full member of WFE and attained a frontier market status classification by Country Classification
Agent (FTSE Russell); it achieved liquidity ratio of 6% of domestic market capitalization and 12% of outstanding
bonds. On shareholders’ value enhancement, DSE attained a 16% return on equity and 15% return on assets
translating to an earnings per share of TZS 148.92 Part of this value is going to be returned to shareholders
in the form of the TZS 74.46 per share dividend that has been recommended by the Board for approval by the
Annual General Meeting. The CEQ’s Statement and financial performance highlights provide further details of
the DSE financial performance in 2019.

Governance

During the year, Shareholders resolved to reconstitute the Board of Directors by appointing new directors and
electing new Chairman of the Board. The move was aimed at improving governance and foster strategic focus
of the Exchange. All directors are well qualified and accomplished in their fields and bring with them a wealth
of business and professional knowledge and experience.

I would like to express the commitment of the Board in adding value to the Exchange and ensuring that
shareholders’ interests are well represented and protected. On behalf of the Board, I would also like to express
my gratitude to the outgoing directors for their excellent contributions to the Exchange during their tenure. I
take this opportunity to wish them prosperity in their future endeavors.
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Strengthening Partnership and Corporate Social Responsibility

During the same year DSE conducted DSE members award where members were awarded different award
on the different categories. This is part of DSE initiatives of Promoting Excellence in Sustainability, Fostering
Good Corporate Governance, and Enhancing Corporate Responsibility and ensuring continuing membership
obligations among Listed Companies, Brokers/Dealers as well as Custodian Banks in the Tanzanian capital
markets. The event was graced by the Deputy Minister for Finance and Planning Hon. Dr. Ashatu K. Kijaji (MP)

In adherence to the UN Sustainable Development Goals, particularly the goals relevant to stock exchanges, the
DSE joined the UN-Women, UN-SSE, UN-Global Compact, and WFE in Celebrating International Women Day
by ringing the bell for Gender Equality on 8" March 2019. The event, which had the theme ‘Think equal, build
smart, and innovate for change’, was graced by Hon. Angellah Kairuki, Minister of State in Prime Minister’s Office
(Investment and Empowerment). In October 2019, the DSE participated in the International Financial Literacy
Week by “Ringing the Bell for Financial Literacy”, an event that was also used as a platform for providing public
awareness and sensitization on matters of financial literacy.

DSE, beinga Partner Exchange of the UN-Sustainable Stock ExchangesInitiative, isat the forefrontin championing
implementation of investors’ concerns on issues of environment, social and governance as check and balance
for sustainability of businesses. In 2019 DSE made some initiatives that aimed at bringing more awareness to
its members including listed companies, on issues regarding Environment, Social and Governance (ESG). This
included implementing the raising of awareness of ESG in its flagship project “DSE Annual Membership Award”.
The aim is to ensure listed and non-listed members of the DSE adhere to the current expected international best
practices on ESG agenda.

Outlook for 2020 and Key Initiatives

The Board expects the economic and business environment in 2020 to represent a slight challenge compared
to the 2019’s. The company’s 2019 performance compares favourably with the prior years’ and the Board
is cautiously optimistic that the Exchange’s performance will continue improving in the years ahead. The
Exchange will continue to implement appropriate strategies to enhance growth and profitability as outlined
in the DSE Five Year Strategic Plan. The main drivers of improved performance are derived from the strategic
initiatives to be implemented in 2020. These include (i) the development of Mobile Trading Platform and Micro-
saving Products (M-Akiba bonds), (ii) launching and implementing the DSE Enterprise Acceleration Program (iii)
enhance investment on the ICT Infrastructure by operationalization of automatic failover in disaster recovery
site and (iv) Advocacy on policy development.

Outlook for 2020 and Key Initiatives (continued)

The Board however recognizes the growing threat of COVID-19 and the effects it may have on the future
performance. The Board continues to monitor the progress of the pandemic and implement appropriate
strategies to minimize the adverse effects of the pandemic.

Appreciation

I would like to express my appreciation to all stakeholders for their support and dedication. The Board has
provided guidance and stewardship to Management throughout the year. On behalf of the Board, I appreciate
the continued commitment and teamwork that Management and staff have shown throughout the year. I thank
the Capital Market Security Authority for the constructive manner in which they engage with the DSE and
other stakeholders in their oversight of the sector. Finally, yet importantly, I would like to extend special thanks
to the Government of the United Republic of Tanzania for their steadfast support and cooperation and for
maintenance of conducive business environment, stable economic policies and political stability.

Board Chairman

Name: Dr. Elinami Minja
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Introduction

The year 2019 was the second year of implementation of our Second Five-year Strategic Plan (2018 - 2022).
During the year 2019 the DSE registered good results in the aspects of market performance and financial
performance compared to the previous year, 2018.

In terms of market performance, the year 2019 was better than previous year in the aspect of liquidity on both
the equity and bond market segments. Trading value increased by 198 percent from turnover of TZS 210 billion
in 2018 to a turnover of TZS 625 billion in 2019. During the same period the volume of shares traded increased
by 3 percent, from 790 million shared that traded in 2018 to 815 million shares in 2019. In the fixed market
segment, the bond turnover (in trading value) increased by 13 percent to turnover of TZS 1,092 billion in 2019
compared to 2018 turnover of TZS 969 billion.

Increase in value of equity trading and bond trading improved our revenues performance. Equity trading income
accounted for 27 percent of our total revenue in 2019 compared to 17 percent in 2018.

Total market capitalization went down by 13 percent from TZS 19,677 billion in 2018 to TZS 17,105 billion in
2019, this was contributed by the de-listing of ACACIA Gold Mine Plc. Domestic Market capitalization declined
by 7 percent, from TZS 9,696 billion in 2018 to TZS 9,010 billion in 2019, major reasons for declined being the
decline in share prices and valuations to both cross-listed and domestic securities.

Group Performance

The reported good performance in equity trading and bond trading activities during year 2019 contributed
significantly to the increase in revenues during the year. Group total income increased from the revenue of TZS
6.43 billion in 2018 to the income of TZS 8.39 billion in 2019. The group recorded a profit before tax of TZS 3.7
billion compared to a profit before tax of TZS 1.8 billion in 2018.

The group continues to devised more ways to increase earnings; we continued to monitor our operational and
administrative expenses throughout the year, which grew by only 2%, from TZS 4.59 billion in 2018 to TZS 4.70
billion in 2019. There was no significant increase in the expenses during the year and we continued to actively
monitor our expenses and apply efficient processes in our operations.

Delivering the Group Strategy

DSE Group is committed to creating value for our stakeholders and the larger investment community that we
serve. We remain steadfast to delivering value to our shareholders through a very focused strategy which is
broadly underpinned on three pillars: Innovation, Efficiency and Effectiveness.

Planned and Implemented Activities in Year 2019

The planned strategic initiatives for the year 2019 were meant to achieve the following key objectives: (i)
Finalize revising of DSE Rules; (ii) Devise and implement mechanisms for liquidity enhancement, targeting
to achieve liquidity ratio of at least 5% of domestic market capitalization and at least 10% of outstanding
bonds; (iii) Enhance market depth; (iv) Actively participate on forums for Policy Formulation on Stock Market
Development - Advocate for the implementation of the Micro Saving (M-Akiba) Study and listing of M-Akiba
bonds; (v) Preparatory work on consideration for introducing “DSE Enterprises Acceleration Program”; (vi)
Enhance profiling and visibility of the DSE by using both main stream and social media platforms for thought
leadership, website content upgrade, DSE SIC, and DSE Members Award; (vii) Sustain efforts aiming at attaining
Full Membership to the WFE and
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Planned and Implemented Activities in Year 2019 (continued)

Classification to Frontier Market Status by Global Market and Country Classification Agent(FTSE Russell);
(viii) Focus on enhancing DSE internal controls and risk management including better cost management and
increasing efficiency of DSE operations leading to enhancement of profitability, targeting at least 15% for both
ROA and ROE; (ix) Ensure Compliance with PFMI/IOSCO standards/principles for FMIs; (x) Grow the registry
business services by targeting and leveraging on DSE and CSDR clients.

The DSE Group managed to implement most of these strategic initiatives including the admission as a Full
Member of WFE in January 2019 and  categorized in the Frontier Market Status by FTSE Russell in September
2019.The new membership to WFE and categorization by FTSE Russell will enhance the DSE visibility and
attract more investors in the market and improve the liquidity in the market.

Outlook

In 2020 the DSE Group shall continue overall delivery of the 2018 — 2022 strategy which is embedded in the
overall DSE objective of “providing a responsive securities exchange that promotes economic development
through offering a range of attractive and cost-effective products and services”.

More specific, in year 2020, the DSE Group focus will be on implementing the following key initiatives: (i)
Enhancement of DSE organization structure; (ii) Advocacy on policy development, Initiate the development of
Micro-saving Products (M-Akiba bonds) — Engage with MOFP for implementation, engage stakeholders
for potential listing of mining and telecommunication companies; (iii) Launching and implementing the DSE
Enterprise Acceleration Program with objective of among others create data base of potential issuance and
listings; (iv) Maintain control of the company resources that will lead to enhanced revenues at minimal cost
possible; (v) Create additional liquidity; (vi) Pursue efforts that lead to the Post trade risk management
— achieve 100% legal regulatory operational compliance with PFMI I0OSCO;(vii) Enhance our investment in
thelICT Infrastructure — operationalization of automatic failover in DR Site and implement infrastructure that will
enable more retail participation in the market; (viii) Continue with efforts in profiling the DSE and its visibility.

Appreciation

I would like to thank all our stakeholders for their unwavering support in 2019 as we continue to work hard to
build a more resilient and prosperous company. As we embark in 2020, I would like to thank my team at DSE
for making 2019 a success and look forward to next phase of our journey.

I would like to thank all our shareholders for their support and confident in the Management. I wish to sincere
thank the DSE Board of Directors for their steadfast leadership and guidance. I look forward to your wise
counsel in the next phase of our growth. Last, but not least in the importance, the Government and its agencies
key to this is our Regulator, CMSA for a conducive regulatory environment and support, has made DSE achieve
what has been achieved in this year.

Moremi Marwa
Chief Executive Officer

Date: QZ*\;O{I 9&@
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1. INTRODUCTION
The Board of Directors of the Dar es Salaam Stock Exchange Plc (“DSE”) have the pleasure to present
its report together with the audited financial statements for the year ended 31 December 2019 which
discloses the state of affairs of the DSE and its subsidiary, CSD & Registry Company Limited (CSDR)
(together “Group”) as at that date.

2. INCORPORATION

The Dar es Salaam Stock Exchange Plc (formerly known as Dar es Salaam Stock Exchange Limited) was
incorporated in 1996 under the Tanzania Companies Act, 2002 (hereinafter, the Companies Act) as a limited
liability company by guarantee (a mutual company). Operations of the DSE started in April 1998. On 26
June 2015, the Company changed its registration from mutual status to a company owned by shareholders
(Public Limited Company) and subsequently changing its name from Dar es Salaam Stock Exchange Limited
to Dar es Salaam Stock Exchange Plc and issued twenty shares of TZS 400 each. In June 2016 DSE issued
shares to the public and thereafter self-listed its shares on its own Exchange on 12" July 2016.

3. VISION
To be the engine that fuels and finances economic developments and a national agent of change towards
achieving Frontier Market Status (FMS) by attracting capital and investment.

4. MISSION
To maximise the wealth of shareholders by creating value propositions for all stakeholders, creating economic
empowerment and an efficient allocation of capital.

5. PRINCIPAL ACTIVITIES
The principal activity of the DSE is to provide securities market to investors who intend to invest in the listed
companies. The Exchange provides a platform that assists companies to raise capital through the issuance
of equities and debt securities.

6. FINANCIAL PERFOMANCE
The Group profit for the year ended 315t December 2019 was TZS 3,548 Million (year ended 315t December
2018: TZS 1,758 Million).

7. CORPORATE GOVERNANCE
All board members, except the Chief Executive Officer (CEQ), were non-executive. The Directors are
committed to the principles of good corporate governance and recognize the need to conduct the business
in accordance with general accepted best practice. In so doing the Directors therefore confirm that:

i. The Board met regularly throughout the period.
ii. It retains full and effective control over the Group and monitor executive management.
iii. The positions of Chairman and Chief Executive Officer (CEO) are held by two different people.

iv. Board accepts and exercises responsibility for strategic and policy decisions, the approval of budgets
and the monitoring of performance.
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8. BOARD OF DIRECTORS OF THE EXCHANGE
The Board of directors who held office during the period up to the date of this report were as follows:

Director

B.Com (Accounting)

Position Qualifications Nationality Date Date
appointed Resigned

Ms. Beng'i Mazana | Non-Ex. Director | ACPA, MSC. In Financial | Tanzanian 53 9 August -
Issa Management, Adv. 2019

Diploma in Certified

Accountancy.
Mr. Selestine J. Non-Ex. Director MBA - Finance, B.Com Tanzanian 43 9 August -
Some (Accounting), ACPA, 2019

Certified Professional

Banker (CPB).
Dr. Abdiel Abayo Non-Ex. Director | PhD.(Accounting and Tanzanian 66 9 August -

Finance), MBA, B.Com 2019
Dr. Elinami Minja Chairman PhD. (Economics), Tanzanian 55 20 March -

CPA (T), MBA, B.Com 2019

(Accounting)
Mr. Layson Mwanjisi | Non-Ex. Director | ACPA, MBA, B.Com Tanzanian 43 9 August -

(Accounting) 2019
Mr. Deogratias Non-Ex. Director MA in Revenue Law and Tanzanian 44 2 July 2019 -
Laballa Tax Administration,

B.Com (Accounting),

ACPA (T)
Mr. Fadhili J. Non-Ex. Director | BA (Economics Tanzanian 65 | 11 July 2019 -
Manongi and Finance),MA-

Development Economics
Dr. Wilhelm Non-Ex. Director | PhD. (Economics) Tanzanian 47 | 31 July 2017 | 9 August
Ngasamiaku 2019
Mr. Moremi Marwa | CEO -Executive MBA (Finance), ACPA, Tanzanian 44 | 20 May 2013 -

9. DIRECTORS’ REMUNERATION
The Group paid a total of TZS 121,200,000 as directors’ fees (Year ended 31 December 2018: TZS

143,223,856).

10. MEETINGS AND ACTIVITIES OF THE BOARDS
The board met 5 times during the period January 2019 to 31st December 2019 as indicated below
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10. MEETINGS AND ACTIVITIES OF THE BOARD (CONTINUED)
15 November

4 June 2019 29 July 2019 |30 August 2019 (14 October 2019

2019
Ms. Beng'i Mazana Issa N/A N/A Vv v v
Dr. Wilhelm Ngasamiaku \V - N/A N/A N/A
Mr. Deogratias Laballa N/A v v - v
Mr. Moremi Marwa v v vV vV v
Dr. Elinami Minja V vV vV Vv v
Dr. Abdiel Abayo N/A N/A v v v
Mr. Layson Mwanijsi N/A N/A - Vv v
Mr. Fadhili Manongi N/A N/A N/A vV =
Mr. Selestine J. Some N/A N/A v Vv -

The board discussed and resolved matters recommended by its standing committees and provided
directives to management on operational matters. The Board is supported by the following committees as
at 31 December 2019.

a) Listing and Trading Committee (LTC)

Name Position Qualifications Nationality
Dr. Abdiel Abayo Chairperson PhD.(Accounting and Finance), MBA, B.Com Tanzanian

. MBA - Finance, B.Com (Accounting), ACPA, .
Mr. Selestine J. Some Member Certified Professional Banker (CPB). Tanzanian
Mr. Layson Mwanjisi Member ACPA, MBA, B.COM(Accounting) Tanzanian
Mr. Moremi Marwa Member MBA,ACPA, B.Com(Accounting) Tanzanian

The LTC Committee reports to the DSE Board. The LTC Committee met nine (9) times during the period.
The committee deliberated on different applications for listing.

(b) Finance and Administration Committee

Name Position Qualifications Nationality
ACPA, MSC.-in Financial Management, Adv. Diploma
in Certified Accountancy.

Dr. Abdiel Abayo Member PhD. (Accounting and Finance), MBA, B.Com Tanzanian
MBA - Finance, B.Com (Accounting), ACPA, Certified
Professional Banker (CPB).

Mr. Moremi Marwa Member MBA, ACPA , B.Com (Accounting) Tanzanian

Ms. Beng'’i Mazana Issa | Chairperson Tanzanian

Mr. Selestine J. Some Member Tanzanian

The Finance and administration Committee reports to the DSE Board. The FA Committee met five (5)
times to discuss various issues on staff matters and application of the new associate members.
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10. MEETINGS AND ACTIVITIES OF THE BOARD (CONTINUED)
(c) Audit, Risk and Compliance Committee

Mr. Deogratius Laballa Chairperson | MA in Revenue Law and Tax Administration, B.Com | Tanzanian
(Accounting), ACPA

Ms. Beng’i Mazana Issa Member ACPA, MSC. In Financial Management, Adv. Diploma | Tanzanian
in Certified Accountancy.

Mr. Fadhili Manongi Member BA (Economics and Finance),MA in Development  Tanzanian
Economics

Mr.Moremi Marwa Member MBA,ACPA,B.Com (Accounting) Tanzanian

Audit, Risk and Compliance Committee reports to the Board. ARC Committee met two times during the
period to discuss on various matters such as DSE Quarterly Financial Reports, Internal Audit Reports and
DSE External Audit for the period ended 315t December 2019.

11. MANAGEMENT

The management of the DSE is under the Chief Executive Officer and organized on the following

departments:

m Finance Department

Legal Department;

ICT Department

12. SOLVENCY

Internal Audit Department.
Human Resources and Administration Department
Risk and Compliance Unit

Business Development Department;
Trading and Market Control Department;

The Board of Directors of the DSE confirms that applicable accounting standards have been followed and
that the financial statements have been prepared on a going concern basis. The Board Members consider
the DSE to be solvent within the meaning ascribed by the Tanzanian Companies Act, 2002.

13. KEY HIGHLIGHTS OF THE PERIOD

During the period, the operational performance of the exchange was as highlighted on the table below:

As at and for the year ended
31 December 2019

As at and for the year ended

31 December 2018

Market capitalization (TZS billions) 17,105 19,677
Domestic Market capitalization (TZS billions) 9,011 9,696
Value of shares traded (TZS billions) 625 208
Value of bonds traded (TZS billions) 1,092 969
All shares index (DSEI) Points 2,059 2,041
Tanzania share index (TSI) Points 3,431 3,691
Value of outstanding listed bonds (TZS billions) 10,532 9,436

I O B
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14. SCOPE OF BUSINESS
The DSE is a duly approved Exchange under Capital Markets and Securities Act, 1994 (Cap 79). Itis a
modern securities exchange providing full electronic trading, clearing and settlement of securities (shares
and bonds). It is also a Self-Regulatory Organization (SRO) for the purpose for maintaining the integrity
of the market and plays a role of educator on matters relating to capital markets.

15. SCOPE OF REPORT
The annual report for the year ended 31 December 2019 presents a set of annual reports and financial
statements for the period starting 01 January 2019 to 31 December 2019. The financial statements have
been prepared in accordance with the International Financial Reporting Standards (IFRS) and in addition,
they comply with the provisions of the Companies Act, 2002.

16. CAPITAL STRUCTURE

Dar es Salaam Stock Exchange Plc (DSE) was incorporated in 1996 under the Tanzanian Companies Act,
as a body corporate (limited by guarantee). The Exchange was created, among other things, to facilitate
the Government’s implementation of the economic reforms and enabling the private sector to raise long
term capital. DSE changed its legal status from a company limited by guarantee to a company limited by
shares and its name to Dar es Salaam Stock Exchange Plc and issued twenty shares of a nominal value of
TZS 400 each on 29th July 2015. In June 2016 DSE issued shares to the public and thereafter self-listed
its shares on its own Exchange on 12% July 2016. The principal objective of the Exchange is to provide a
securities market to investors who intend to invest in the listed companies.

DSE’s shareholding structure as of 31t December 2019, is as below;

S/N
1 The Government of Tanzania through Treasury Registrar 3,574,000 15%
2 SCB (T) NOMINEE RE SCB Mauritius A/C Briarwood Chase 2,848,314 12%
Management LLC A/C Briarwood Capital Partners LP
3 SCB (T) NOMINEES SCB - Consumer Banking Re Mr. Aunali 2,293,010 10%
F. Rajabali and Sajjad F. Rajabali
4 National Investment Company Limited 1,285,831 5%
5 General Public 13,822,845 58%
Total 23,824,000 100%

17. RISK MANAGEMENT AND INTERNAL CONTROL

The Board accepts final responsibility for the risk management and internal control systems of the
Exchange. It is the task of management to ensure that adequate internal financial and operational control
systems are developed and maintained on an on-going basis in order to provide reasonable assurance
regarding:

The effectiveness and efficiency of operations;

The safeguarding of the Exchange’s assets;

Compliance with applicable laws and regulations;

The reliability of accounting records;

Business sustainability under normal as well as adverse conditions; and,
Responsible behaviours towards all stakeholders.

The efficiency of any internal control system is dependent on the strict observance of prescribed measures.
There is always a risk of non-compliance of such measures by staff. Whilst no system of internal control
can provide absolute assurance against misstatement or losses, the Exchange system is designed to
provide the Board with reasonable assurance that the procedures in place are operating effectively.

The Board assessed the internal control systems throughout the financial year ended 31 December 2019
and is of the opinion that they met the accepted criteria.

The Board carries risk and internal control assessment through the Audit, Risk and Compliance Committee.

N 1 N
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18.

19.

20.

CORPORATE SOCIAL RESPONSIBILITY

DSE played its role in the society during the period, DSE enabled students from higher learning institutions
to access its actual data and virtual trading platform to learning practically on how to save and invest via a
Stock Exchange, and this was executed as part of the public education campaign through its DSE Scholar
Investment Challenge Programme.

EMPLOYEES WELFARE

Health and Medical Care

The DSE provides medical insurance to staff and their families through AAR Insurance (T) Limited medical
services. This is a renewable one-year contract. During the period, services received from the service
providers were generally satisfactory.

Staff Complement
As at 31t December 2019, the DSE had 21 employees, out of which 8 were female and 13 were male. In
2018 a total 19 staff; 8 staff were female and 11 were male.

AUDITORS

PricewaterhouseCoopers have expressed their willingness to continue in office in accordance with Section
170 (2) of the Tanzania Companies Act, 2002. Appointment of auditors for the year ending 31 December
2020 will be done at the Annual General Meeting.

BY ORDER OF THE BOARD

Approved by the Board of Directors on %&95[9&0 and signed on its behalf by:
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The Companies Act, No. 12 of 2002 requires directors to prepare financial statements for each financial year
that give a true and fair view of the state of affairs of the Company as at the end of financial year and of its profit
or loss for the year. It also requires the directors to ensure that the Company keeps proper accounting records
that disclose, with reasonable accuracy, the financial position of the Company. They are also responsible for
safeguarding the assets of the Company and hence taking reasonable steps for the prevention and detection of
fraud, error and other irregularities.

The directors accept responsibility for the financial statements, which have been prepared using appropriate
accounting policies supported by reasonable and prudent judgments and estimates, in conformity with
International Financial Reporting Standards (IFRS) and the requirements of the Companies Act, No. 12 of
2002. The directors are of the opinion that the financial statements give a true and fair view of the state of the
financial affairs of the Company and of its profit in accordance with International Financial Reporting Standards
(IFRS). The directors further accept responsibility for the maintenance of accounting records that may be
relied upon in the preparation of financial statements, as well as designing, implementing and maintaining
internal control relevant to the preparation and fair presentation of financial statements that are free from
material misstatement whether due to fraud or error.

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 this statement.

Whilst the spread of COVID-19 Pandemic subsequent to the year-end has led to uncertainties to the economy
and across the globe, the directors are confident that despite the potential reduced level of activity, the condition
does not indicate a material uncertainty which may cast significant doubt about the Group and Company’s
ability to continue as a going concern. The group has put in place significant liquid investments and continues
to monitor the COVID-19 situation closely.

Signed on behalf of the Board of Directors by:

Mr, M. Marwa

N 13—
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| DECLARATION OF THE HEAD OF FINANCE

The National Board of Accountants and Auditors (NBAA) according to the power conferred under the Auditors
and Accountants (Registration) Act No. 33 of 1972, as amended by Act No. 2 of 1995, requires financial
statements to be accompanied with a declaration issued by the Head of Finance responsible for the preparation
of financial statements of the entity concerned.

It is the duty of a Professional Accountant to assist the Board of Directors to discharge the responsibility of
preparing financial statements of an entity showing true and fair view of the entity position and performance in
accordance with applicable International Accounting Standards and statutory financial reporting requirements.
Full legal responsibility for the preparation of financial statements rests with the Board of Directors as under
Statement of Directors Responsibilities on an earlier page.

I, Lucas Sinkala being the Finance Manager of Dar es Salaam Stock Exchange Plc hereby acknowledge my
responsibility of ensuring that financial statements for the year ended 31 December 2019 have been prepared
in compliance with International Financial Reporting Standards (IFRS) and the requirements of the Companies
Act, No 12 of 2002.

I thus confirm that the financial statements give a true and fair view of the financial performance of Dar es
Salaam Stock Exchange Plc for the year ended 31 December 2019 and its financial position as on that date and
that they have been prepared based on properly maintained financial records.

Signed by:

RS2

Name: Lucas Sinkala.
Position: Finance Manager
NBAA Membership No.: ACPA 3689

22] ©S la0a0

Date:
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| INDEPENDENT AUDITOR’S REPORT

Report on the audit of the Group and Company financial statements

Our opinion

In our opinion, the Group and Company financial statements give a true and fair view of the Group and
Company financial position of Dar es Salaam Stock Exchange Plc (the Company) and its subsidiaries (together
the Group) as at 31 December 2019, and of its Group and Company financial performance and its Group and
Company cash flows for the year then ended in accordance with International Financial Reporting Standards
and the requirements of the Companies Act, No. 12 of 2002.

What we have audited

Dar es Salaam Stock Exchange Plc’s Group and Company financial statements as set out on pages 19 to 62
comprise:

m the Group and Company statements of financial position as at 31 December 2019;

m the Group and Company statements of profit or loss and other comprehensive income for the year then
ended;

m the Group and Company statements of changes in equity for the year then ended;

m the Group and Company statements of cash flows for the year then ended; and

m the notes to the financial statements, which include a summary of significant accounting policies.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities
under those standards are further described in the Auditor’s responsibilities for the audit of the Group and
Company financial statements section of our report.

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

Independence

We are independent of the Group and Company in accordance with the IESBA International Code of Ethics
for Professional Accountants (including International Independence Standards) (IESBA Code) and the ethical
requirements of the National Board of Accountants and Auditors (NBAA) that are relevant to our audit of the
financial statements in Tanzania. We have fulfilled our other ethical responsibilities in accordance with the
IESBA Code and the ethical requirements of the NBAA.

Key audit matters

This section of our auditor’s report is intended to describe the matters selected from those communicated with
those charged with governance that, in our professional judgment, were of most significance in our audit of the
financial statements. We have determined that there are no such matters to report.

- NN 15—
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| INDEPENDENT AUDITOR’S REPORT (CONTINUED)

Report on the audit of the Group and Company financial statements
Other information

The directors are responsible for the other information. The other information comprises the the Chairman’s
statement, CEQ’s Statement , Directors’ report ,Statement of directors’ responsibilities and Declaration of head
of finance 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
identified above 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 onthe work we have performed on the other information, we conclude that there is a material misstatement
of this other information, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of the directors for the Group and Company financial statements

The directors are responsible for the preparation of the Group and Company financial statements that give a
true and fair view in accordance with International Financial Reporting Standards and the requirements of the
Companies Act, No. 12 of 2002, and for such internal control as the directors determine is necessary to enable
the preparation of Group and Company financial statements that are free from material misstatement, whether
due to fraud or error.

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

The directors are responsible for overseeing the Group’s financial reporting process.

Auditor’s responsibilities for the audit of the Group and Company financial statements

Our objectives are to obtain reasonable assurance about whether the Group and Company 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 Group and Company financial
statements.

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

m Identify and assess the risks of material misstatement of the Group and Company 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.

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

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

L BCE
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| INDEPENDENT AUDITOR’S REPORT (CONTINUED)

Report on the audit of the Group and Company financial statements (continued)

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

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

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

H Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business
activities within the group to express an opinion on the group 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.

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

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

Report on other legal and regulatory requirements

This report, including the opinion, has been prepared for, and only for, the company’s members as a body in
accordance with the Companies Act, No. 12 of 2002 and for no other purposes.

As required by the Companies Act, No. 12 of 2002, we are also required to report to you if, in our opinion, the
Directors’ Report is not consistent with the financial statements, if the company has not kept proper accounting
records, if the financial statements are not in agreement with the accounting records, if we have not received all
the information and explanations we require for our audit, or if information specified by law regarding directors’
remuneration and transactions with the company is not disclosed. In respect of the foregoing

requirements, we have no matter to report.

For and on behalf of PricewaterhouseCoopers

Certified Public Accountants
Dar es Salaam

Date: 29;7”[]4@3 2020
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STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

T oow T company

Year ended Year ended Year ended Year ended
31 December 31 December 31 December 31 December
2019 2018 2019 2018
Notes TZS’000 TZS'000 TZS'000 TZS’000
Revenue 7 6,408,667 4,639,823 4,882,850 3,644,338
Other income 8 344,236 416,345 342,290 411,296
Information techn0|ogy costs 10(3) (636,207) (286,625) (480,870) (246,637)
Staff costs 9 (2,628,436) (2,255,124) (2,012,198) (1,841,165)
Office rent 10(b) (23,042) (290,515) (20,161) (254,200)
Depreciation and amortisation (226,191) (279,729) (210,712) (273,119)
Charge of impairment of trade 6a (39,389) (5,744) (16,773) (5,570)
receivables
Other expenses 10(c) (1,151,371) (1,476,564) (855,545) (1,201,238)
Operating profit 2,048,267 461,867 1,628,881 233,705
Finance income " 1,638,052 1,369,981 1,599,308 1,351,793
Operating profit before tax 3,686,319 1,831,848 3,228,189 1,585,498
Income tax expense 12(a) (138,339) (74,160) = =
Net profit for the year 3,547,980 1 ,757,688 3,228,1 89 1 ,585,498
Other comprehensive income
Items that will not be reclassified to profit
or loss
Revaluation loss (129,209) - (129,209) -
Total comprehensive income
3,418,771 1,757,688 3,098,980 1,585,498
Basic earnings per share (TZS) 28 148.92 73.78 135.50 66.55
Diluted earnings per share (TZS) 28 148.92 73.78 135.50 66.55

The notes on pages 24 to 62 are an integral part of these financial statements.
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STATEMENT OF FINANCIAL POSITION

T eow b company |

018 | 2019
TZS’'000 TZS’000 TZS’000

ASSETS

BLGCN 725000

Non-current assets
Property and equipment 13 259,354 406,923 249,521 395,818
Non-current prepayment 14 2,819,584 2,819,584 2,819,584 2,819,584
Intangible asset 15 86,726 103,672 55,966 61,004
Leasehold land and building 16 331,000 463,957 331,000 463,957
Investment in subsidiary 17 - - 100,000 100,000
Deferred tax asset 12(b) 4,744 66 - -
3,501,408 3,794,202 3,556,071 3,840,363
Current assets
Trade receivables 18a 1,018,408 597,056 724,955 450,074
Other receivables 18b 162,167 116,070 395,283 128,437
Government securities 19 3,264,952 5,816,599 3,264,952 5,816,599
Short term deposits 20 16,422,335 11,528,774 15,603,078 11,528,774
Cash and cash equivalents 21 183,214 388,828 177,475 18,117
Restricted bank balance 21 5,596 8,207 5,596 8,207
21,056,672 18,455,534 20,171,339 17,950,208
TOTAL ASSETS 24,558,080 22,249,736 23,727,410 21,790,571
EQUITY AND LIABILITIES
Equity
Share capital 24 9,529,608 9,529,608 9,529,608 9,529,608
Share premium 24 1,850,374 1,850,374 1,850,374 1,850,374
Retained earnings 10,445,695 7,773,326 9,786,009 7,433,431
Revaluation surplus 198,753 331,195 198,753 331,195
Car loan fund 22 35,000 35,000 35,000 35,000
22,059,430 19,519,503 21,399,744 19,179,608
Non-current liabilities
Grants 23 1,102,316 1,337,308 1,102,316 1,337,308
1,102,316 1,337,308 1,102,316 1,337,308
Current liabilities
Borrowing 26 - 150,000 - 150,000
Contract Liabilities 25(a) 682,942 566,033 682,942 566,033
Trade and other payables 25(b) 706,750 634,602 542,408 557,622
Current income tax 6,642 42,290 - -
1,396,334 1,392,925 1,225,350 1,273,655
TOTAL EQUITY AND LIABILITIES 24,558,080 22,249,736 23,727,410 21,790,571

The financial statements on page 19 to 62 were approved by the board of directors and signed on its behalf by;

v
=z

C_~
Dr. EIin‘» Minja
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STATEMENT OF CASH FLOWS

| Gow N Company |

Year ended Year ended Year ended
31 31 December l| 31 December 2018

Year ended
31 December

OPERATING ACTIVITIES

Profit before taxation

Adjustment to reconcile profit before tax
to net cash flows:

Depreciation and amortisation
Amortisation of grant

Interest income

Income tax paid

Cash flows before changes in working
capital items

Changes in working capital items:
Trade receivables

Other receivables

Contract liabilities

Cash held in restricted deposits

Trade and other payables

Net cash flows generated from
operating activities

INVESTING ACTIVITIES

Investment in short term deposits
Investment in government securities
Interest received - short term deposits
Purchase of intangibles

Prepayment for acquisition of office
space

Purchase of property and equipment
Net cash flows (used in)/ generated
from investing activities

FINANCING ACTIVITIES

Dividend paid

Payment of short term borrowing
Acquisition of short term borrowing
Net cash flows used in financing
activities

Net (decrease)/increase in cash and

cash equivalents

Cash and cash equivalents at start of

the period

Cash and cash equivalent at year end

December

2019

5019 2018

Notes IR FALLL TZS'000 TZS’000 125’000
3,686,319 1,831,848 3,228,189 1,585,498
226,192 279,729 210,712 273,119

23 (234,992) (375,260) (234,992) (375,260)
11 (1,638,052)  (1,369,981)  (1,599,308) (1,351,793)
(178,665) (102,986) - -
1,860,802 263,350 1,604,601 131,564
(421,352) 626,577 (274,881) 540,773
(46,097) 76,999 (266,846) 184,940

116,909 (88,261) 116,909 (88,261)

21 2,611 8,018 2,611 8,018
72,148 350,675 (15,214) 318,182

1,585,021 1,237,358 1,167,180 1,095,216

20  (4,893,561) 147,933 (4,074,304) 147,933
19 2,551,647  (1,638,418) 2,551,647 (1,638,414)
11 1,638,052 1,369,981 1,599,308 1,351,793
15 (21,981) (88,484) (21,981) (40,858)
14 - (42,817) - (42,817)
13 (35,948) (64,578) (33,648) (52,673)
(761,791) (316,383) 21,022 (275,036)

28 (878,844)  (1,381,792) (878,844) (1,381,792)
26 (150,000) - (150,000) -
26 - 150,000 - 150,000
(1,028,844)  (1,231,792)  (1,028,844) (1,231,792)
(205,614) (310,817) 159,358 (411,612)
388,828 699,645 18,117 429,729

21 183,214 388,828 177,475 18,117

The notes on pages 24 to 62 are an integral part of these financial statements.
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| NOTES

1

GENERAL INFORMATION

The Dar es Salaam Stock Exchange Plc (DSE) was incorporated in 1996 under the Tanzanian Companies
Act, as a body corporate (limited by guarantee). DSE changed its legal status from a company limited
by guarantee to a company limited by shares and its name to Dar es Salaam Stock Exchange Plc and
issued twenty shares of a nominal value of TZS 400 each on 29th July 2015. In June 2016 DSE issued
shares to the public and thereafter self-listed its shares on its own Exchange on 12% July 2016. The
principal objective of the Exchange is to provide a securities market to investors who intend to invest
in the listed companies.

The Exchange assists companies to raise capital through the issuance of equities and debt securities.

The Exchangeis also an instrument for use by Government privatized companies and private companies
for raising capital. Under the provisions of the Capital Markets and Securities (CMS) Act, 1994 (as
amended), the Capital Markets and Securities Authority regulates the Exchange. The exchange is
domiciled in Tanzania and the address of its registered office is:

3 floor, NHC Kambarage Building,
Ufukoni Street,
PO Box 70081,
Dar es Salaam.

Exchange/Company means Dar es Salaam Stock Exchange Plc as an entity and Group means the
Consolidated results of the Company and its subsidiary CSD & Registry Company Limited.

BASIS OF PREPARATION

The principal accounting policies applied in the preparation of these financial statements are set out
below. These policies have been consistently applied to all years presented, unless otherwise stated.
The Group and Company apply the same accounting policies. The financial statements are prepared
on the basis of accounting policies applicable to a going concern.

The financial statements have been prepared in accordance with International Financial Reporting
Standards (IFRS) under the historical cost convention. The measurement basis applied is the
historical cost basis. The financial statements are presented in Tanzanian Shillings (Shs) rounded
to the nearest thousand. The preparation of financial statements in conformity with IFRS requires
the use of certain critical accounting estimates. It also requires Directors to exercise its judgement
in the process of applying the Company’s accounting policies. The areas involving a high degree
of judgement or complexity, or where assumptions and estimates are significant to the financial
statements are disclosed in Note 4.

Basis of measurement
The financial statements are prepared on the historical cost basis except for leasehold land and
buildings which are carried at revalued amount.

Functional and presentation currency
The financial statements are presented in Tanzanian Shillings (TZS), which is the Exchange’s functional
currency.
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2 BASIS OF PREPARATION (CONTINUED)

Changes in accounting policies and disclosures

New and amended standards and interpretations

i) New and amended standards adopted by the Company

These standards and interpretations, adopted on 1 January 2019, do not significantly affect the Group’s

financial results, disclosures or accounting policies and do not have any significant impact to the company
results upon transition and subsequently.

Amendments to Annual periods beginning on | The narrow-scope amendment covers two issues:

IFRS 9 - ‘Financial | or after 1 January 2019

instruments’ m The amendments allow companies to measure particular
on prepayment prepayable financial assets with so-called negative
features with compensation at amortised cost or at fair value through
negative other comprehensive income if a specified condition is
compensation met—instead of at fair value through profit or loss. It
and modification is likely to have the biggest impact on banks and other
of financial financial services entities.

liabilities.

m How to account for the modification of a financial liability.
The amendment confirms that most such modifications
will result in immediate recognition of a gain or loss. This
is a change from common practice under IAS 39 today
and will affect all kinds of entities that have renegotiated
borrowings.

Amendments did not have any significant impact to the
Group

IFRS 16 — Leases | Annual periods beginning on | This standard replaces the current guidance in IAS 17 and is

or after 1 January 2019 - a far reaching change in accounting by lessees in particular.

earlier application permitted

if IFRS 15 is also applied. Under IAS 17, lessees were required to make a distinction
between a finance lease (on balance sheet) and an operating

(published January 2016) lease (off balance sheet). IFRS 16 now requires lessees to

recognise a lease liability reflecting future lease payments
and a ‘right-of-use asset’ for virtually all lease contracts. The
IASB has included an optional exemption for certain short-
term leases and leases of low-value assets; however, this
exemption can only be applied by lessees.

IFRS 16 supersedes 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’. The group has no leasing arrangements and therefore
not impacted by the standard.
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2 BASIS OF PREPARATION (CONTINUED)

Changes in accounting policies and disclosures (continued)
New and amended standards and interpretations (continued)

i) New and amended standards adopted by the Company (continued)

Annual Annual periods beginning on | These amendments include minor changes to:

improvements or after 1 January 2019 W IFRS 3, ‘Business combination’ - a company remeasures

cycle 2015-2017 its previously held interest in a joint operation when it
(published December 2017) obtains control of the business.

B IFRS 11/Joint arrangements’, - a company does not
remeasure its previously held interest in a joint operation
when it obtains joint control of the business.

m IAS 12 Income taxes’ - The amendment clarified that
the income tax consequences of dividends on financial
instruments classified as equity should be recognised
according to where the past transactions or events that
generated distributable profits were recognised.

m IAS 23, Borrowing costs’ - a company treats as part of
general borrowings any borrowing originally made to
develop an asset when the asset is ready for its intended
use or sale.

The amendments did not have any significant impact to the

Group.
IFRIC 23, Annual periods beginning on | IFRIC 23 provides a framework to consider, recognise and
‘Uncertainty or after 1 January 2019 measure the accounting impact of tax uncertainties. The
over income tax Interpretation provides specific guidance in several areas
treatments’ Published 7 June 2017) where previously IAS 12 was silent. The Interpretation

also explains when to reconsider the accounting for
a tax uncertainty. Most entities will have developed a
model to account for tax uncertainties in the absence of
specific guidance in IAS 12. These models might, in some
circumstances, be inconsistent with IFRIC 23 and the impact
on tax accounting could be material. There was no impact to
the Group as a result of adoption of this interpretation.
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BASIS OF PREPARATION (CONTINUED)

Changes in accounting policies and disclosures (continued)

New and amended standards and interpretations (continued)

(ii) New standards and interpretations not yet adopted

The Group is still assessing the full quantitative impact of the standards and/or interpretations not yet

adopted.

Amendment to IAS 1,
‘Presentation of financial
statements’ and IAS 8,
‘Accounting policies,
changes in accounting
estimates and errors’ on
the definition of material.

Annual periods
beginning on or
after 1 January
2020.

These amendments to IAS 1 and IAS 8 and consequential
amendments to other IFRSs:

B use a consistent definition of materiality through IFRSs and
the Conceptual Framework for Financial Reporting;

m clarify the explanation of the definition of material; and

B incorporate some of the guidance in IAS 1 about immaterial
information.

IFRS 17, ‘Insurance
contracts’

Annual periods
beginning on or
after 1 January
2021

The IASB issued IFRS 17, ‘Insurance contracts’, and thereby
started a new epoch of accounting for insurers. Whereas the
current standard, IFRS 4, allows insurers to use their local
GAAP, IFRS 17 defines clear and consistent rules that will
significantly increase the comparability of financial statements.
For insurers, the transition to IFRS 17 will have an impact on
financial statements and on key performance indicators.

The Group does not consider that this standard will lead into
any material impact.

Amendments to IFRS 9,
Financial Instruments,
IAS 39, Financial
Instruments: Recognition
and Measurement

and IFRS 7, Financial
Instruments: Disclosure —
Interest rate benchmark
reform

Annual periods
beginning on or
after 1 January
2020 (early
adoption is
permitted)

(Published
September 2019)

These amendments provide certain reliefs in connection with
interest rate benchmark reform (IBOR). The reliefs relate to
hedge accounting and have the effect that IBOR should not
generally cause hedge accounting to terminate. However, any
hedge ineffectiveness should continue to be recorded in the
income statement.

There are no other IFRSs or IFRIC interpretations that are not yet effective that would be expected to
have a material impact on the Group.
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SIGNIFICANT ACCOUNTING POLICIES

(a) Cash and cash equivalents

These comprise cash on hand, deposits held on call and term deposits with an initial maturity of less
than three months when entered into. For the purpose of the statement of cash flows, cash and cash
equivalents consist of cash and cash equivalents as defined above but excludes restricted cash balances.

(b) Foreign currency transactions

Transactions in foreign currencies are initially recorded by applying to the foreign currency amount
the spot exchange rate between the functional currency and the foreign currency at the date of the
transaction. Monetary assets and liabilities denominated in foreign currencies are translated at the spot
rate of exchange ruling at the reporting date. Foreign exchange gains and losses resulting from the
settlement of such transactions and from the translation at period-end exchange rates of monetary assets
and liabilities denominated in foreign currencies are recognized in profit or loss. Non-monetary assets
and liabilities that are measured at fair value in a foreign currency are retranslated to the functional
currency using the exchange rates at the date when the fair value was measured. Non-monetary items
that are measured in terms of historical cost in a foreign currency are translated using the exchange rate
at the date of the transaction.

(c) Financial instruments

Recognition and initial measurement
All financial instruments are initially recognised at fair value, plus, in the case of financial assets and

liabilities not at fair value through profit or loss, transaction costs that are directly attributable to the
acquisition or issue. Financial instruments are recognised when the Group becomes a party to the
contractual arrangements. All regular way transactions are accounted for on trade date. Regular way
purchases or sales are purchases or sales of financial assets that require delivery of assets within the
period generally established by regulation or convention in the market place. In the current year, the
Group has adopted IFRS 9 and all financial assets and liabilities were classified at amortised cost where
as under IFRS 39 the Group and Group classified its financial instruments as ‘loans and receivables’ or
‘held to maturity’; and financial liabilities at amortised cost.

Financial assets

Classification and measurement under IFRS 9

Trade and other receivables, government securities, bank balances and short term deposits are initially
recognised when they are originated. All other financial assets and financial liabilities are initially
recognised when the Group becomes a party to the contractual provisions of the instrument.

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

On initial recognition, a financial asset is classified as measured at: amortised cost; FVOCI - debt
investment; FVOCI or FVTPL. The classification depends on the business model applied and the cash flow
characteristics of an asset.

Business model: The business model reflects how the Group manages the assets in order to generate
cash flows. That is, whether the Group’s objective is solely to collect the contractual cash flows from the
assets or is to collect both the contractual cash flows and cash flows arising from the sale of assets. If
neither of these is applicable, then the financial assets are classified as part of ‘other’ business model and
measured at FVPL. Factors considered by the
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3 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(c) Financial instruments (continued)

Group in determining the business model for assets include past experience on how the cash flows of these
assets were collected, how the performance of the assets is evaluated and reported to key management
personnel, the risks that affect the performance of the business model (and the financial assets within)
and in particular, the way that those risks are managed; and how assets managers are compensated.

Cash flow characteristic of the asset: Where the business model is to hold assets to collect contractual
cash flows or to collect contractual cash flows and sell, the Group assesses whether the financial
instruments’ cash flows represent solely payments of principal and interest (the SPPI test). In making
this assessment, the Group considers whether the contractual cash flows are consistent with a basic
lending arrangement i.e interest includes only consideration for the time value of money, credit risk,
other basic lending risks and a profit margin that is consistent with a basic lending arrangement. Where
the contractual terms introduce exposure to risk or volatility that are inconsistent with a basic lending
arrangement, the related financial asset is classified and measured at FVPL.

Financial liabilities

Trade and other payables
Trade payables are obligations to pay for goods or services that have been acquired in the ordinary

course of business from suppliers. Accounts payable are classified as current liabilities if payment is due
within one year or less (or in the normal operating cycle of the business if longer). Trade payables are
recognised initially at fair value and subsequently measured at amortised cost.

Derecognition

Financial assets

A financial asset is de-recognised 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;
and

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 assets, but has transferred
control of the asset.

Financial liabilities

A financial liability is derecognised when the obligation under the liability is discharged or cancelled, or
expires. When an existing financial liability is replaced by another from the same lender on substantially
different terms, or the terms of an existing liability are substantially modified, such an exchange or
modification is treated as the de-recognition of the original liability and the recognition of a new liability.
The difference in the respective carrying amounts is recognised in profit or loss.

Offsetting
Financial assets and financial liabilities are offset and the net amount reported in the statement of financial

position only when there is a currently enforceable legal right to offset the recognised amounts and there is
an intention to settle on a net basis, or to realise the assets and settle the liability simultaneously. Income
and expenses are not offset in profit or loss unless required or permitted by an accounting standard or
interpretation, and as specifically disclosed in the accounting policies of the Group.
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3 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(d) Leases

The Group assesses at contract inception whether a contract is, or contains, a lease. That is, if the
contract conveys the right to control the use of an identified asset for a period of time in exchange for
consideration.

The Group applies a single recognition and measurement approach for all leases, except for short-term
leases and leases of low-value assets. The Group recognises lease liabilities to make lease payments and
right-of-use assets representing the right to use the underlying assets. The right of use assets on day one
equals the lease liability and is subsequently reduced by the amortisation charge over the lease term, where
as lease liability is subsequently measured at amortised cost.

Lease liabilities as well as right of use assets at the commencement date of the lease, are measured at
the present value of lease payments to be made over the lease term. The lease payments include fixed
payments (less any lease incentives receivable), variable lease payments that depend on an index or a
rate, and amounts expected to be paid under residual value guarantees. The lease payments also include
the exercise price of a purchase option reasonably certain to be exercised by the Group and payments of
penalties for terminating the lease, if the lease term reflects exercising the option to terminate. Variable
lease payments that do not depend on an index or a rate are recognised as expenses in the period in
which the event or condition that triggers the payment occurs.

Leasehold land

The company’s leasehold land has been classified as a finance lease and is carried in the financial statements at fair
value less accumulated amortisation. Prepaid lease rentals on the land are amortised on a straight-line basis over the
period of the lease and the amortisation expense recognised in profit or loss.

(e) Property plant and equipment

At initial recognition, acquired property and equipment is recognised at the purchase price, including import duties
and non-refundable purchase taxes, after deducting trade discounts and rebates. The recognised cost includes any
directly attributable costs for preparing the asset for its intended use. The cost of an item of property and equipment is
recognised as an asset if it is probable that the future economic benefits associated with the item will flow to the Group
and the cost of the item can be measured reliably. Subsequent expenditure is included in the asset’s carrying amount
only when it is probable that future economic benefits associated with the item will flow to the Group and the cost of the
item can be measured reliably. All other repairs and maintenance costs are charged to profit or loss during the period
in which they are incurred.

Property and equipment, except for leasehold land and buildings, are stated at historical cost less accumulated
depreciation and any accumulated impairment losses. Each component of an item of property and equipment with a
cost that is significant in relation to the total cost of the item is depreciated separately.

Leasehold land and buildings are measured at fair value less accumulated depreciation and impairment losses recognized
at the date of revaluation. Valuations are performed with sufficient frequency (after every three years) to ensure that the
carrying amount of a revalued asset does not differ materially from its fair value.

A revaluation surplus is recorded in other comprehensive income and credited to the asset revaluation surplus in equity.
However, to the extent that it reverses a revaluation deficit of the same asset previously recognised in profit or loss, the
increase is recognised in profit or loss. A revaluation deficit is recognised in profit or loss, except to the extent that it
offsets an existing surplus on the same asset recognised in the asset revaluation reserve.

An annual transfer from the asset revaluation reserve to retained earnings is made for the difference between
depreciation based on the revalued carrying amount of the asset and depreciation based on the asset’s original cost.

Additionally, accumulated depreciation as at the revaluation date is eliminated against the gross carrying amount of
the asset and the net amount is restated to the revalued amount of the asset. Upon disposal, any revaluation reserve
relating to the particular asset being sold is transferred to retained earnings.
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(e) Property plant and equipment (continued)

Depreciation

Items of property and equipment are depreciated in the year they are purchased and available for use. Depreciation is
calculated to write off the cost of items of property and equipment less their estimated residual value using straight line
method over their estimated useful lives.

Depreciation is generally recognised in profit or loss, unless the amount is included in the carrying amount of another

asset.
Category Useful life
Office furniture 4 years
m Office equipment 4-5 years
m  Power generator 4 years
B Motor vehicles 4 years
m Office partitions 4 years
®m  Buildings Lower of 40 years and lease term for land
m  Work in progress Nil

The residual values, useful lives and methods of depreciation of property and equipment are reviewed at
each financial year-end and adjusted prospectively, if appropriate. An item of property, plant and equipment
is derecognised upon disposal or when no future economic benefits are expected from its use or disposal.
Gain or loss in disposal of property and equipment is included in profit or loss in the year the asset is
derecognised.

(D) Intangible assets

Intangible assets acquired separately are measured on initial recognition at cost. Following initial recognition,
intangible assets are carried at cost less any accumulated amortisation and accumulated impairment losses.

The Exchange’s intangible assets are amortised at rate of 25% i.e. over useful life of four years and assessed
for impairment whenever there is an indication that the intangible asset may be impaired. The amortisation
period and the amortisation method for an intangible asset with a finite useful life are reviewed at least at
the end of each reporting period. Changes in the expected useful life or the expected pattern of consumption
of future economic benefits embodied in the asset are considered to modify the amortisation period or
method, as appropriate, and are treated as changes in accounting estimates. The amortisation expense on
intangible assets with finite lives is recognised in ‘depreciation and amortisation’ in profit or loss.

Gains or losses arising from derecognition of an intangible asset are measured as the difference between
the net disposal proceeds and the carrying amount of the asset and are recognised in profit or loss when
the asset is derecognised.

(g) Impairment

i) Financial assets

Policy under IFRS 9

From 1 January 2018, the group assesses on a forward looking basis the expected credit losses associated
with its debt instruments carried at amortized cost. The impairment methodology applied depends on
whether there has been a significant increase in credit risk.

Impairment losses on trade receivables are presented as net impairment losses within operating profit.
Subsequent recoveries of amounts previously written off are credited against the same line item.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(g) Impairment (continued)

i) Non-financial assets

The carrying amounts of the Exchange’s non-financial assets are reviewed at each reporting date to determine
whether there is any indication of impairment. If any such indication exists, then the asset’s recoverable
amount is estimated. An asset’s recoverable amount is the higher of an asset’s or cash generating units
(CGU’s) value less costs of disposal and its value in use. The recoverable amount is determined for an
individual asset, unless the asset does not generate cash inflows that are largely independent of those from
other assets or groups of assets. When the carrying amount of an asset or CGU exceeds its recoverable
amount, the asset is considered impaired and is written down to its recoverable amount.

In assessing value in use, the estimated future cash flows are discounted to their present value using a
pre-tax discount rate that reflects current market assessments of the time value of money and the risks
specific to the asset. In determining fair value less costs of disposal, recent market transactions are taken
into account. If no such transactions can be identified, an appropriate valuation model is used. These
calculations are corroborated by valuation multiples, quoted share prices for publicly traded companies or
other available fair value indicators.

An impairment loss is recognized if the carrying amount of an asset or its CGU exceeds its estimated
recoverable amount. Impairment losses are recognized in profit or loss except for properties previously
revalued with the revaluation taken to OCI. For such properties, the impairment is recognised in OCI up to
the amount of any previous revaluation.

An impairment loss in recognized in prior periods are assessed at each reporting date for any indications
that the loss has decreased or no longer exists. An impairment loss is reversed if there has been a change
in the estimates used to determine the recoverable amount since the last impairment loss was recognised.
An impairment loss is reversed only to the extent that the asset’s carrying amount does not exceed the
carrying amount that would have been determined, net of depreciation or amortization, had no impairment
loss had been recognized for the asset in prior years. Such reversal is recognised immediately in profit or
loss, unless the relevant asset is carried at a revalued amount, in which case the reversal of the impairment
loss is treated as a revaluation increase.

(h) Employee benefits

(i) Defined contribution plans

DSE has statutory obligations to contribute to various pension schemes in favour of all the employees
employed under permanent and pensionable terms. The pension schemes in force, which the Exchange
contributes to, are Public service social security Fund (PSSSF) and National Security Social Fund (NSSF).

(ii) Workers Compensation Fund (WCF)

Workers Compensation Fund (WCF) is a social security scheme established by the government responsible
for compensating workers who suffer occupational injuries or contract occupational diseases arising out of
and in the course of their employment.

Private entities are statutorily required to contribute 1% of monthly employees’ earnings (wage bill) to
the Fund. Monthly employees’ earnings (wage bill) include basic salaries plus all fixed allowances which
are regularly paid along with basic salaries. The contributions are part of Exchange’s costs and are not
deducted from salaries of the employees.

(iii) Short term employee benefits

Short-term employee benefit obligations are measured on an undiscounted basis and are expensed as the
related service is provided.
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(h) Employee benefits (continued)

(iv) Leave pay

Employee entitlements to annual leave are recognized when they accrue to employees. A provision is
made for the estimated liability for annual leave as a result of services rendered by employees up to the
reporting date.

(v) Termination benefits

Termination benefits are payable when employment is terminated by the group before the normal
retirement date, or when an employee accepts voluntary redundancy in exchange for these benefits. The
group recognises termination benefits at the earlier of the following dates: (a) when the group can no
longer withdraw the offer of those benefits; and (b) when the entity recognises costs for a restructuring
that is within the scope of IAS 37 and involves the payment of terminations benefits. In the case of an
offer made to encourage voluntary redundancy, the termination benefits are measured based on the
number of employees expected to accept the offer. Benefits falling due more than 12 months after the
end of the reporting period are discounted to present value.

(i) Provisions

Provisions are liabilities of uncertain timing or amount. Provisions are recognised when there is a present
legal or constructive obligation as a result of past events, for which it is probable that an outflow of
economic benefits will occur, and where reliable estimate can be made of the amount of the obligation.
The expense relating to any provision is presented in profit or loss.

(j) Revenue
DSE revenue comprises listing fees, transaction fees, CSD fees and membership fees. Revenue is
recognised on yearly basis for continued listed companies and members and for new members when
they join the Exchange or listed in the Exchange for the first time. Transaction fee is recognised when
actual trading of shares is done. Unearned amount of revenue received for which performance obligation
has not been satisfied is classified as a contract liability until such time when performance obligation is
satified in which case it will be recognised as revenue.

(i) Listing fees
Initial listing fee is recognized in the year in which the Exchange makes the flotation. Annual listing fee
is computed on the capitalization value of the listed securities. Additional listing income is recognized
during the year in which the issuing company makes announcement of bonus/rights issues.

(ii) Transaction fees
Transaction fee is based on the percentage of the value of shares traded and is recognized on the dates
of the transactions.

(iii) Central Securities Depository (CSD) fees

CSD fee is an annual fee paid by all brokers that trade at Dar es Salaam Stock Exchange. This fee is
categorized into two types i.e. for Associate members and custodian members who pay TZS 1 million
and TZS 2 million respectively. Other fees collected by the DSE/CSDR are Dividend processing fees,
Transaction fees, IPO processing fees, registry services fees, data vending fees and ISIN fees.

(iv) Other operating income

Other operating income is made up of membership fees from DSE, LDM and realized listing fees from the
brokers. Previously, annual membership fees were collected from members as DSE was only limited by
guarantee, after self-listing this fee is no longer collected. Membership fees are recognized at fair value
in the year to which they relate.
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3 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(j) Revenue (continued)

(v) Other income
Other income comprises grant income, training income, forex gain and sundry income.

(k) Grants

Grants are recognised at their fair value where there is reasonable assurance that the grants will be
received and the exchange will comply with all conditions attached to them. Grants received for capital
expenditure are classified in the Statement of Financial Position while grants received for operating ex-
penses are recognised as income on a systematic basis over the periods that the costs, which they are
intended to compensate, are expensed. Grants are amortised at the rate which property and equip-
ment acquired through the grants are depreciated.

(I) Finance income

Finance income comprises interest income over funds invested. Interest income is recognised as it
accrues, using the effective interest method.

(m) Earnings per share

Basic earnings per share represent the profit on ordinary activities after taxation attributable to the
equity shareholders of the Exchange, divided by the weighted average number of ordinary shares out-

standing during the period.

Diluted earnings per share represent the profit on ordinary activities after taxation attributable to the
equity shareholders, divided by the weighted average number of ordinary shares outstanding during
the year, including the weighted average number of dilutive shares resulting from share options and
other potential ordinary shares outstanding during the period (if any).

(n) Consolidation

(i) Subsidiaries

Subsidiaries are all entities (including structured entities) over which the group has control. The group
controls an entity when the group is exposed to, or has rights to, variable returns from its involvement
with the entity and has the ability to affect those returns through its power to direct the activities of
the entity. Subsidiaries are fully consolidated from the date on which control is transferred to the
group. They are deconsolidated from the date that control ceases.

The acquisition method of accounting is used to account for business combinations by the group,
regardless of whether equity instruments or other assets are acquired. The consideration transferred
for the acquisition of a subsidiary comprises the:

fair values of the assets transferred

liabilities incurred to the former owners of the acquired business

equity interests issued by the group

fair value of any asset or liability resulting from a contingent consideration arrangement, and
fair value of any pre-existing equity interest in the subsidiary.

Identifiable assets acquired and liabilities and contingent liabilities assumed in a business combination
are, with limited exceptions, measured initially at their fair values at the acquisition date. The group
recognises any non-controlling interest in the acquired entity on an acquisition-by-acquisition basis
either at fair value or at the non-controlling interest’s proportionate share of the acquired entity’s net
identifiable assets.
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(n) Consolidation (continued)

(i) Subsidiaries (continued)

Acquisition-related costs are expensed as incurred

The excess of the

m Consideration transferred,

m Amount of any non-controlling interest in the acquired entity, and

B Acquisition-date fair value of any previous equity interest in the acquired entity

over the fair value of the net identifiable assets acquired is recorded as goodwill. If those amounts are
less than the fair value of the net identifiable assets of the business acquired, the difference is recognised
directly in profit or loss as a bargain purchase.

Where settlement of any part of cash consideration is deferred, the amounts payable in the future are
discounted to their present value as at the date of exchange. The discount rate used is the entity’s
incremental borrowing rate, being the rate at which a similar borrowing could be obtained from an
independent financier under comparable terms and conditions.

Contingent consideration is classified either as equity or a financial liability. Amounts classified as a
financial liability are subsequently remeasured to fair value with changes in fair value recognised in profit
or loss.

If the business combination is achieved in stages, the acquisition date carrying value of the acquirer’s
previously held equity interest in the acquiree is remeasured to fair value at the acquisition date. Any
gains or losses arising from such remeasurement are recognised in profit or loss

Intercompany transactions, balances and unrealised gains on transactions between group companies
are eliminated. Unrealised losses are also eliminated unless the transaction provides evidence of an
impairment of the transferred asset. Accounting policies of subsidiaries have been changed where
necessary to ensure consistency with the policies adopted by the group.

Non-controlling interests in the results and equity of subsidiaries are shown separately in the consolidated
statement of profit or loss, statement of comprehensive income, statement of changes in equity and
balance sheet respectively.

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

The group treats transactions with non-controlling interests that do not result in a loss of control as
transactions with equity owners of the group. A change in ownership interest results in an adjustment
between the carrying amounts of the controlling and non-controlling interests to reflect their relative
interests in the subsidiary. Any difference between the amount of the adjustment to non-controlling
interests and any consideration paid or received is recognised in a separate reserve within equity
attributable to owners of DSE.

When the group ceases to consolidate for an investment because of a loss of control, any retained interest
in the entity is remeasured to its fair value with the change in carrying amount recognised in profit or
loss. This fair value becomes the initial carrying amount for the purposes of subsequently accounting for
the retained interest as an associate, joint venture or financial asset. In addition, any amounts previously
recognised in other comprehensive income in respect of that entity are accounted for as if the group had
directly disposed of the related assets or liabilities. This may mean that amounts previously recognised in
other comprehensive income are reclassified to profit or loss.
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3 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
(o) Segment reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the chief
operating decision maker. The chief operating decision maker is responsible for allocating resources
and assessing performance of the operating segments. The chief operating decision maker has been
identified as operating board that makes strategic decisions.

4 SIGNIFICANT ACCOUNTING JUDGEMENTS,ESTIMATES AND ASSUMPTION

Use of Estimates, Assumptions and Judgments

The preparation of the Exchange’s financial statements requires management to make judgments, estimates
and assumptions that affect the reported amounts of income, expenses, assets and liabilities, and the
disclosures of contingent liabilities, at the reporting date. However, uncertainty about these assumptions
and estimates could result in outcomes that require material adjustments to the carrying amount of the
asset or liability affected in future periods. In the process of applying the Exchange’s accounting policies,
management has used its judgments and made estimates in determining the amounts recognized in the
financial statements. Although these estimates are based on the management’s knowledge of current
events and actions, actual results ultimately may differ from those estimates. The most significant use of
judgments and estimates are as follows:

a. Fair value of land and buildings

Fair value of the Exchange’s leasehold land and building were determined using the market comparable
method. The valuation was performed based on proprietary databases of prices of transactions for
properties of similar nature, location and condition. The revaluation was performed on 31 December 2019
by accredited Independent valuers with experience for valuation of similar properties in Tanzania.

b. Going concern

During the year ended 31 December 2019, the group made a net profit 3,686 million (2018: 1,832 million)
million and as at the year end, current assets exceeded the current liabilities by TZS 19,660 million (2018:
17,063 million). Further, in the year ended 31 December 2019, the group had the net positive cash flow
from operations of TZS 1,585 million (2018:1,237 million).

Whilst the spread of COVID-19 pandemic subsequent to the year end has lead to uncertainties to the
economy and across the globe, the directors are confident that despite the potential reduced level of activity,
the condition does not indicate a material uncertainty which may cast significant doubt about the Group and
Company’s ability to continue as a going concern. The Group has in place significant liquid investments and
continues to monitor the COVID-19 situation closely.

5 BUSINESS SEGMENTS INFORMATION

The Group consists of the CSDR, a subsidiary that started its operations in the fourth quarter of 2017 and is
wholly owned by the Dar es Salaam Stock Exchange Plc. The operating board has determined the operating
segments based on reports reviewed by the board of directors that are used to make strategic decisions.

The group operates within the one geographical area, being the United Republic of Tanzania, therefore no
separate geographical segments exist.

The operating board of directors considers the business from market and product perspectives. Market
wise, management considers the main lines through which it derives its revenue. Costs relating to group
management are shared between Company and its subsidiary based on the agreed rates. Revenue for the
entities is all derived from external customers. Revenue for DSE is majorly generated from the listing and
trading of securities. The principal activity of the CSDR through which revenue is generated is, among
others, to provide automated clearing, delivery and settlement facilities in respect of transactions carried
out at the DSE as well as to provide Registry Services to listed and non-listed companies.
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6 FINANCIAL RISK MANAGEMENT

The Group has exposure to the following financial risks from its use of financial instruments:

m Credit risk
m Liquidity risk
m Market risk

Risk management framework

The Board of Directors has overall responsibility for the establishment and oversight of the Group’s risk
management framework. The Group’s risk management policies are established to identify and analyse
the risks faced by the Group, to set appropriate risk limits and controls, and to monitor risks and adherence
to limits. Risk management policies and systems are reviewed regularly to reflect changes in market
conditions and the Group’s activities.

The Group, through its training and management standards and procedures, aims to develop a disciplined
and constructive control environment in which all employees understand their roles and obligations.

The Board of Directors oversees how management monitors compliance with the Group’s risk management
policies and procedures, and reviews the adequacy of the risk management framework in relation to the
risks faced by the Group.

a. Credit risk

The DSE customers are basically brokerage firms whom the DSE rules require them to furnish their
financial position each quarter. DSE Management uses this information to evaluate the creditworthiness
of each broker as a way of mitigating credit and investing in issuers with known credibility.

Exposure to credit risk

The carrying amounts of financial assets represent the maximum credit exposure. The maximum exposure to credit risk at the
reporting date was as follows:

As at 31 As at 31 As at 31 As at 31

December 2019 December December December

2019 2018 2018

Group Company Group Company

TZS’000 TZS’000 TZS’000 TZS’000

Trade receivables (Note 18) 1,018,408 724,955 597,056 450,074
Staff Car Loan Receivables 42,917 42,917 42,691 42,691
Staff receivables (Note 18) 1,277 - 15,168 12,329
Short term deposits (Note 20) 16,422,336 15,603,079 11,528,775 11,528,775
Cash and cash equivalents (Note 21) 183,214 177,476 388,828 18,117
Government securities(Note 19) 3,264,952 3,264,952 5,816,599 5,816,599
20,933,104 19,813,379 18,389,117 17,868,585

Expected credit losses:
The Group/Company has the following financial assets that are subject to IFRS 9 impairment requirements
(Expected credit losses):

m Trade and other receivables

m Cash and cash equivalents

B Investments in government securities
H Short term deposits

D s B
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6 FINANCIAL RISK MANGEMENT (CONTINUED)

a. Credit risk (continued)

For trade and other receivables, the Group/Company applies the IFRS 9 simplified approach to measuring
expected credit losses which uses a lifetime expected loss allowance for all trade receivables.

To measure the expected credit losses, trade receivables have been grouped based on shared credit
risk characteristics and the days past due. While cash and cash equivalents, investments in government
securities and short term deposits are also subject to the impairment requirements of IFRS 9, the
identified impairment loss was immaterial.

The expected loss rates are based on historical credit losses. The historical loss rates were not adjusted
to reflect forward-looking information on macroeconomic factors affecting the ability of the customers
to settle the receivables due to the fact that the relationship was not established between change in
macroeconomics and expected credit losses but the group would continue to monitor the relationship
in future.

On that basis, the loss allowance as at 31 December 2019 and 31 December 2018 was determined as
follows for trade receivables:

Group -
As at 31 December 2019 Oto12 12to 18 19to 24 Over 24 Total
months months months months
TZS’000 TZS’000 TZS’000 TZS’000 TZS’000
Expected loss rate 0% 20% 50% 100%
Gross carrying amount — trade receivables 972,711 33,516 37,768 19,032 1,063,027
Loss allowance - 6,703 18,884 19,032 44,619
As at 31 December 2018
Gross carrying amount - trade receivables 567,533 36,904 - 5,935 610,372
Loss allowance - 7,381 - 5,935 13,316
Company
As at 31 December 2019 Oto12 121018 1910 24 Over 24 Total
months months months months
TZS’000 TZS’000 TZS’000 TZS’000 TZS’000
Expected loss rate 0% 20% 50% 100% Total
Gross carrying amount - trade receivables 697,999 33,516 286 13,984 745,785
Loss allowance - 6,703 143 13,984 20,830
As at 31 December 2018
Gross carrying amount - trade receivables 425,244 31,038 - 5,935 462,217
Loss allowance - 6,208 - 5,935 12,143
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6 FINANCIAL RISK MANAGEMENT (CONTINUED)

a. Credit risk (continued)
Movement of the loss allowance is as shown below:

Group Company
Year ended 31 December 2018 TZS’000 TZS’000
Opening balance 38,096 37,097
Write offs (30,524) (30,524)
Charge during the year 5,744 5,570
Expected credit loss at 31 December 2018 13,316 12,143
Year ended 31 December 2019
Opening Balance 13,316 12,143
Charge during the year 39,389 16,773
Expected credit loss at 31 December 2019 52,705 28,916

b. Liquidity risk

Liquidity risk is the risk that the DSE will not be able to meet its financial obligations as they fall due. The
DSE’s approach in managing liquidity ensures as far as possible, it always have sufficient liquidity to meet
its liabilities when due under both normal and stressed conditions, without incurring unacceptable losses or
risking damage to the Group’s reputation.

The DSE ensures that it has sufficient cash on demand to meet expected operational expenses, including the
servicing of financial obligations; this excludes the potential impact of extreme circumstances that cannot
reasonably be predicted.

The table below analyses the group’s financial liabilities that will be settled into relevant maturity groupings
based on the remaining period at the statement of financial position. The amounts disclosed in the table below
are the contractual undiscounted cash flows

Group Less than 1 year
At 31 December 2019: TZS’000
Trade and other payables 534,548

At 31 December 2018:

Trade and other payables 502,385

Company
At 31 December 2019

Trade and other payables 370,208

At 31 December 2018:

Trade and other payables 525,407

LN
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6. FINANCIAL RISK MANAGEMENT (CONTINUED)

c. Market risk

Market risk is the risk that changes in market prices, such as interest rate, equity prices, foreign exchange
rates and credit spreads (not relating to changes in the obligor’s / issuer’s credit standing) will affect
the Group’s income or the value of its holdings of financial instruments. The objective of market risk
management is to manage and control market risk exposures within acceptable parameters, while
optimizing the return on risk.

i. Currency risk

Currency risk arises on financial instruments that are denominated in a foreign currency, i.e. a
currency other than the functional currency in which they are measured. Currency risk does not
arise from non-monetary items or items denominated in the functional currency.

The Group takes on exposure to effects of fluctuations in the prevailing foreign currency exchange
rates on its financial position and cash flows. At the reporting date, the Group did not have significant
assets and/or liabilities denominated in foreign currency, therefore the impact of sensitivity analysis
is not material.

The Group agree predetermined exchange rates with suppliers denominated in foreign currency
and use the same to record and settle the outstanding amounts. Consequently expected impacts
on exchange rate movements are eliminated.

ii. Interest rate risk

Interest rate risk is the risk that the DSE being exposed to gains or losses on fluctuations of interest
in the market. The DSE exposure on interest rates fluctuations is mainly on its investment in short
term securities and external funding or debt instruments. This is mitigated by DSE management
through regular review on interest rates movement in money market and hence shifting funds from
Treasury bills to Fixed deposits and vice versa.

The following table analyses the interest risk profile for assets and liabilities at period end.
Profile

At the reporting date the interest rate profile of the Group’s interest-bearing financial instruments
was as follows:

Carrying amount

As at 31 As at 31 As at 31 As at 31
December 2019 December 2018 December 2019 December 2018
Group Group Company Company
Fixed rate instruments: Financial assets TZs’000 Tz5'000 TZs’000 TZ5'000
Short term deposits 16,422,336 11,528,774 15,603,079 11,528,774
Government securities 3,264,952 5,816,599 3,264,952 5,816,599
19,687,288 17,345,373 18,868,031 17,345,373

Fixed rate instruments: Financial liabilities
Borrowings - 150,000 - 150,000




ANNUAL REPORT AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019

DSE

Creating Opportunities

DAR ES SALAAM STOCK EXCHANGE PLC '}

6. FINANCIAL RISK MANAGEMENT (CONTINUED)

c. Market risk (continued)
Fair value sensitivity analysis for fixed rate instruments

The group neither account for any fixed rate financial assets and liabilities at fair value nor financial assets
and liabilities are remeasured at fair value thus sensitivity to changes in interest rate is not considered
relevant. Further, the exchange instruments are invested with counterparties at the prevailing market rates,
which do not have any significant changes.

Fair value of financial instrument

All financial assets and liabilities are short term instruments carried at amortised cost and as a result of short
term nature, the carrying values approximate their fair values.

d. Capital risk management

The Board’s policy is to maintain a strong capital base to maintain investor, creditor and market and to
sustain future development of the business. Capital consists of total equity

The Group’s objectives when managing capital are to safeguard the Group’s ability to continue as a going
concern in order to provide returns for the shareholder and to maintain an optimal capital structure to reduce
the cost of capital. The company had no borrowing for the period ended December 2019.
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Year Year ended Year ended Year
ended 31 31 December ended 31
December 2018 31 Decerzn(;:f; December
2019 2018
Group Group Company Company
7 REVENUE TZS’000 TZS’000 TZS’000 TZS’000
Listing fees
Equity 355,324 456,655 355,324 456,655
Government bonds 2,403,742 2,075,400 2,403,742 2,075,400
Corporate bonds 41,000 22,349 41,000 22,349
2,800,066 2,554,404 2,800,066 2,554,404
Transaction fees
Equity 1,752,958 583,354 1,752,958 583,354
Bonds 246,746 208,613 246,746 208,613
1,999,704 791,967 1,999,704 791,967
Central Securities Depository (CSD)
fees
Annual membership fees 38,000 37,000 - -
Transaction fees 751,746 253,546 - -
Membership application fees - 2,000 - -
CSD amendment fee 12,295 - - -
CSD bond trading fees 182,698 159,066 - -
Dividend processing income 199,300 265,362 - -
Initial Public Offer processing fees 48,674 50,011 - -
Registry services 74,000 34,000 - -
Data vending 1,396 - - -
AGM management fee 23,708 - - -
International Securities Identification 7,500 7,800 7,500 7,800
Number (ISIN)
Register annual maintenance fee 194,000 194,500 - -
1,533,317 1,003,285 7,500 7,800
Other operating income
Data vending historical 34,092 12,975 34,092 12,975
Data vending end of day 237 15,867 237 15,867
Data vending real time 22,251 27,325 22,251 27,325
Custodian banks membership fees - 1,000 - 1,000
Licenced Dealing Member (LDM) 19,000 24,000 19,000 24,000
membership fees
Listing income realized - 209,000 - 209,000
75,580 290,167 75,580 290,167
6,408,667 4,639,823 4,882,850 3,644,338
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Year Year Year vear ended
ended 31 ended 31 ended 31
December December December 31 Dze(;e:ber
2019 2018 2019
Group Group Company Company
8 OTHERINCOME TZS’000 TZS’000 TZS’000
Grant from donors 63,090 5,000 63,090 5,000
Training income 19,500 31,200 19,500 31,200
(Loss)/gain on exchange of foreign currency (269) 494 (269) 494
Amortisation of grant (Note 23) 234,991 375,260 234,991 375,260
Miscellaneous income/(expense) 26,924 4,391 24,978 (658)
344,236 416,345 342,290 411,296
9 STAFF COSTS
Salary and wages 1,834,717 1,580,141 1,398,254 1,252,642
Skills and development levy 80,692 71,069 61,070 56,369
Employer contribution to pension funds
(defined contribution plan) 235,261 196,568 182,314 158,905
Leave cost 123,984 98,507 93,494 84,265
Medical expenses 141,877 132,596 104,512 121,812
Training and workshops 27,102 89,730 22,458 88,470
Other staff cost; special, acting and furniture 70,648 45,980 56,242 40,450
allowances
Workers’ Compensation Fund 32,004 7,843 29,824 6,263
Fuel allowance 82,151 13,571 64,030 12,870
Directors training - 19,119 - 19,119
2,628,436 2,255,124 2,012,198 1,841,165
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EXPENSES