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Board Chairperson: Ms. N Mkandla

LETTER FROM THE CHAIRPERSON

Towards Sustainable Microfinance

Introduction

It gives me immense pleasure to present our Annual Report
for the year ended 31 December 2022. Let me hasten to
mention that the FY2022 was a challenging year, particular-
ly for the microfinance industry locally and globally. On behalf
of the ZMF Board, we are however delighted for the shared
achievements during the year marked by various ups and
downs.

Covid-19 and Global Developments

FY2022 can best be described as the year the globe fully recovered
from the Covid-19 pandemic despite some intermittent break outs in
China. From a ZMF perspective, we managed to come out of the Covid
era with a few bruises but armed with the zeal to recover and consoli-
date our operations. Emerging from the pandemic with this positive
mood, is testament that ZMF is a very resilient brand which can with-
stand such shocks — and this is key ingredient to any financial service
entity operating in a volatile environment such as ours. Similarly, the
global economy was faced with disruptions emanating from the
conflicts in Ukraine coupled with rising commodity prices. Most global
economies tightened their monetary policies including here in Zimba-
bwe. In the end, the country recorded a modest GDP growth of 6.5% in
2022. Nonetheless, demand for microfinance services continues to be
high, as MSMEs - the anchor of the Zimbabwean economy remained
in need of working capital, capital expenditure and other forms of
business finance.

Service Impact

We continue to design our products in such a way that they leave a
lasting impact on the economically active poor particularly the
women and the youth. | must highlight our overarching commitment
to playing a role, globally for the attainment of the Sustainable
Development Goals (SDGs) and locally supporting national objectives
under the National Development Strategy (NDS) 1 & 2 and National
Financial Inclusion | & Il. However, there is still a great deal of work to
do in terms of mobilising and strengthening the on-lending resource
to push trading volumes up, boosting operational sufficiency and
grow the balance sheet. Regardless of the liquidity constraints being
experienced in the economy, the business remains treading in the
right direction in terms of achieving its strategic goals. Constant over-
sight by my Board under the circumstances continues to harvest
positive results in terms of profitability and improvement in risk man-
agement as manifested in the loan portfolio quality, breadth and
depth of outreach. It is critical for our management team to continue
to be on the look out for new local and global developments and be
best suited to adapt accordingly.
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Governance

It is encouraging to note that since FY2020,
there has not been any resignations or
departures from amongst our Board mem-
bers, unless as a result of expiry of Term of
Office. This is testimony to the individual
sacrifice and commitment of all the mem-
bers to the cause of our business. All our
Board Committees continued to be busy
throughout the year to keep the ZMF
wheels turning.

Plans for FY2023

Looking ahead into FY2023 and as always, the Board will continue to support and provide guidance to manage-
ment towards achievement of the Key Result Areas (KRAs), namely: growth and sustainability; human capital
development; brand visibility and risk management.

Parting remarks

| would like to conclude by thanking my fellow Board members for their unwavering contributions, collegiality
and guidance during the year. The same goes to the Board of Trustees, which was passionately supportive of both
the Board members and management. Credit should also go to our management team and staff for the diligent
execution of their tasks as we glide towards achieving our strategic goals. Last but not least, | give special appreci-
ation to our clients, partners and other stakeholders for trusting in the ZMF brand.

Thank you
(Ms.) Ntokozo Mkandla Ncube

[Board Chairperson] "Qﬁ'
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Managing Director: Mr Brain Zimunhu

MANAGING DIRECTOR

LETTER

Towards Sustainable Microfinance

Introduction

Zimbabwe Microfinance Fund (Private) Limited (ZMF)'s services
continued to be anchored on the wholesale microfinance products
through like-minded Financial Service Providers in Zimbabwe, at 74%
of the total portfolio. This was complemented by the direct lending
portfolio to some SMEs, deliberately selected based on their develop-
mental focus such as clean energy, agriculture value addition, horticul-
ture production, housing and women owned enterprises. The period
under review saw management cautiously recruiting some good SME
clients as a strategy to grow the better yielding direct lending portfolio
while being cognizant of the inherent credit risks of lending to this
sector. At the close of FY2022, ZMF had a total of 26 active partner
clients up from 22 in FY2021. These clients include Microfinance Insti-
tutions (MFls), Micro Small and Medium Enterprises (MSMEs) and
Value Chain Actors that largely serve marginalized communities.

Year 2022 marked the genesis of the recovery path post the Covid-19
pandemic which taught us a lot of lessons, among them, the ability to
prepare for and insulate ourselves from shocks. As management, we
have already adopted some of the strategies for ensuring business
continuity like working from home when necessary as well as holding
virtual meetings with our various stakeholders.

Performance for Year 2022

During the year, we also managed to achieve our twin broad goals of
value preservation given the volatile economic environment as well
as Balance Sheet and revenue growth. This was made possible when
the RBZ granted authority to financial institutions to have the choice
of lending in the more stable USD.

Full scale growth during the year was hamstrung by working capital
constraints, despite the availability of demand of our services in the
market. The business remained focused on optimizing its operations
by effective management of costs and as a result, we continued to
float within the profit zone. However, there was a slowdown in both
approvals and disbursements which went down by 27% and 25%
respectively. In the same vein, our loan book size marginally slowed
down by 8% in USS terms in FY2022 if compared to FY2021 levels.
Management is thankful for the efforts by the RBZ to improve the
financial infrastructure in Zimbabwe. During the year, the Bank
worked flat out to operationalize the Credit and Collateral Registries as
a credit risk mitigatory measures and to enhance lending to MSMEs
and promote financial inclusion.




Governance

Management is glad for the continued ovelSight role by the'B8ard of Directors in 2022 as
the business was recovering from the Covid 19 induced challenges. Thanks to the adop-
tion and utilization of virtual platforms, Boatd meetings and respective Board Committee
recommendations/decisions were effectively steered. The Board proved an effective
resource to management for advice and guidance in the prevailing unpredictable opera-
tional environment that called for nothing short of swift decision making.so as to keep
business afloat.

Going Forward

Digitalisation of our operations, as we leant from the Covid-19 pandemic, must remain of strategic importance
to ZMF going into the future. The fundamentals on which to build improved adoption of technology to provide
appropriate and cost-effective financial solutions, is now available within the ZMF operations. Strengthening the
business’ risk management framework will also be part and parcel of management’s efforts to always keep a
clean portfolio. Management will remain seized with efforts to grow the Balance Sheet and consequently the
revenue base for sustainability. Brand visibility will also be a key strategic area going forward for both business
development and fundraising efforts. FY2023 will see the business exhibiting and represented at strategic
events.

Parting remarks

| review the business’s achievements for the FY2022, congratulations are in order to everyone who made it
collectively possible. Special mention goes to our Board of Trustees for their support, Board of Directors for their
guidance and our staff members for their diligence and commitment. To our clients, | appreciate their unwaver-
ing trust in our products. Let me also say thank you to our key stakeholders from different spheres who also
made it possible for us to record a modest performance under a very difficult operating environment. Going
forward, we remain resolute and am very confident that the business will “become an investment fund of choice
in Zimbabwe and beyond."

Thank you

(Mr) Brain Zimunhu
[Managing Director]
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OUR VALUE PROPOSITION

What We Aspire To Be

To provide quality and sustainable fund-
ing to Financial Service Providers and
related institutions that serve micro,
small and medium enterprises that are
committed to improving the social,
economic and environmental well-being
of the communities they serve.

OUR VISION ‘ﬁ. OUR VALUES
Who We Are, What We Do T What We Stand For

Integrity:

We strive to be transparent, accountable, honest and
ethical in all our dealings

Innovation: We seek to challenge existing practices and
strive to find ways to continuously improve our value
proposition.

Excellence:

ZMF strives to provide reliable, timely and memorable
service to our customers.

Respect: We seek to treat our customers with dignity and
equality irrespective of gender, ethnicity, color and creed
and to promote environmentally friendly practice.

next page p>
To become an investment fund of choice in
Zimbabwe and beyond.
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Teamwork:

We are committed to work towards our common goals based on open
and honest communication. We care for each other recognize mean-
ingful contributions, and reward outstanding performance.

Towards Sustainable Microfinance |
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4. ZMF LENDING MODEL

ZIMBABWE
MICROFINANCE FUND

L SME- Small and Medium Enterprise
B AgVCA - Agricultural Value Chain Actors
B MFI - Microfinance Institution

SACCO - Savings and Credit Cooperative
P  MFB - Microfinance Bank

Towards Sustainable Microfinance 10



9. ZMF PRODUCTS

In 2022 ZMF provided wholesale loans to MFIs and Value Chain Players for lending to low-income people in Zimbabwe in

order to uplift their standards of living.

MSME Loan

Description: Traditional term loans
with single or multiple disburse-
ments to finance clients of FSPs
engaged in micro, small and
medium enterprises

Target Institutions: MFls, Microfi-
nance Banks, SACCOs, VCAs

Revolving Facility

Description: A performance-based
line of credit where clients can
draw-down on headroom between
the approved limit and the loan
outstanding balance within the first
two thirds of the loan tenure.

Target Institutions: MFls, Microfi-
nance Banks, SACCOs, VCAs

Loan Guarantee Fund

Agricultural Loan

Description: Working Capital or
Capital expenditure loan targeted a
all activities under agricultural value
chains.

Target Institutions: MFls, Microfi-
nance Banks, VCAs

Housing Microfinance

Description: Wholesale loan to
finance micro-housing activities like
land acquisition, incremental
construction, house improvement,
solar power installation etc.

Target Institutions: MFls, Microfi-
nance Banks, SACCOs, VCAs

Green Finance

Description: Working Capital
Financing of environmentally
friendly products such as solar
products, LP Gas, Biogas, Climate
Smart Agriculture etc.

Target Institutions: MFls, Microfi-
nance Banks, SACCOs, VCAs

Institutional Development Loan

Description: Institutional Develop-
ment Loans to finance purchase of
all types of machinery, equipment,
MIS, vehicles, furniture and fixtures
and refurbishment of offices and
capacity building.

Target Institutions: MFls, Microfi-
nance Banks, SACCOs, VCAs

Description: The loan guarantee fund is meant to reduce the risk of lending to clients without sufficient collateral. This is
expected to facilitate loans to small holder farmers as well as small and medium sized enterprises (SME).

Target Institutions: Commercial Banks, MFIs, Microfinance Banks, SACCOs

Towards Sustainable Microfinance
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6. GOVERNANCE & SECRETARIATE TEAMS

6.1 ZMF Board of Directors 2022

Towards Sustainable Microfinance

Ntokozo Mkandla Ncube [Board Chairperson]

Ntokozo M. Ncube is a qualified Chartered Accountant and
holds a BAcc (Hons) degree from the University of Zimba-
bwe and an Accounting Science (Hons) degree from
UNISA. She is currently the Group Finance Executive for
National Foods Limited. She has over 20 years work experi-
ence acquired from senior executive positions at leading
local and regional corporate entities, including Delta
Corporation, OK Zimbabwe and Nicoz Diamond Insurance.

Peter Mudzwiti [Board Vice-Chairperson]

Peter Mudzwiti holds a B.Tech. Accountancy (Hons)
Degree from University of Zimbabwe and completed
Articles with Ernst & Young (Chartered Accountants,
Zimbabwe). He has over 10 years-experience as an Auditor
having started his career as an internal auditor at Chibuku
Breweries before joining ZIMASCO as Group Business
Systems Manager. He is currently undertaking Executive
Masters in Business Administration (EMBA) studies with
Africa University.

Dr Samuel Gumbe [Board Member]

Samuel Gumbe has a PhD in Business Management and
holds qualifications in Business Studies and Administra-
tion, Credit Management and a of Trainer's Certificate in
SME Development. He is currently the Dean of the Faculty
of Commerce at the University of Zimbabwe, having previ-
ously worked at the Small Enterprises Development
Corporation (SEDCO).
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Esnath. T. Makomva [Board Member]

Theresa Makomva holds a BBS (Hon) degree and an MBA
both from University of Zimbabwe. She has 20 years of vast
experience in small enterprise development and lending.
Theresa is currently employed by the Zimbabwe Farmers'
Union (ZFU) as Head of Operations and has previously
worked for WDSCU and SEDCO respectively. Theresa is ILO
Boulder Institute of Microfinance (Turin) certified Rural and
Agricultural Value Chain Finance (RAF) participant and
currently spearheading Financial Inclusion among the
smallholder farmers on an Agrifin Mobile Program with
Ecofarmer and Mercy Corps.

Michael Nyamazana [Board Member]

Michael ("Mike) Nyamazana is a Private Sector Develop-
ment expert assisting international investors and develop-
ment organizations implement Investment, Trade and
Market reform projects and programmes in Africa. After a
career of 19 years in Banking and Corporate Finance, Mike
teamed up with a colleague in 2004 to set up Africa Corpo-
rate Advisors (Private) Limited (ACA) and became its Man-
aging Director. The company's mission is to facilitate
foreign direct investment ("FDI"),

access-to-finance and development assistance in Africa. Mike qualified as a Chartered Secretary and became an
Associate member of the Institute of Chartered Secretaries and Administrators in 1992. He was elected Fellow of the
Institute in 1999. He served on the Institute’s Council in Zimbabwe for 5 years (1997-2002), including two years as
Vice President. Mike holds a Bachelor of Business Studies (BBS) degree and an MBA from the University of Zimba-
bwe, and a Certificate in Theology. He is also a member of the Institute of Bankers (AIBZ) and is a Registered Public
Accountant (RPAcc.).

Tichafara Gundo [Board Member]

Tichafara Gundo is a Social Scientist with experience in
areas of Corporate Governance, Human Capital Manage-
ment, Public Policy and Administration. Since September
2020, he serves as a non-executive director on the board of
Zimbabwe Microfinance Fund.
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Kudzayi Katupira [Board Member]

Kudzayi Katupira is a qualified lawyer with a huge combi-
nation of experience in private legal practice and provid-
ing in-house legal services in financial institutions. She
holds a Bachelor of Laws (Honours) degree from the
University of Zimbabwe and a Masters in International
Commercial Law (with Distinction) from the University of
Greenwich, London. She has worked in private practice at
Scanlen &Holderness Legal Practitioners & Matizanadzo &
Warhurst.

She also did a stint in Tunisia at the African Development Bank (AfDB) where she was attached to the General Coun-
sel & Legal Services Department particularly the Public Sector Operations & Private Sector Divisions. She is currently
employed at Ecobank Zimbabwe as in-house Legal Counsel in its Legal and Corporate Affairs Department. Kudzayi
joined Zimbabwe Microfinance Fund (ZMF) as an Independent Non-Executive board member on 05 July 2019 and
sits in the ZMF main board, Board Capital Raise Committee as well as the Board Credit Committee.

Zita Matonda [Board Member]

Zita Matonda is a qualified Chartered Accountant and
works for Silverlands Tanzania Limited as Regional Finance
Director. Before joining Silverlands, she was the Finance
Director of Irvine’s Zimbabwe (Private) Limited. She served
her articles with Deloitte between 1998 and 2003, where
she gained experience in auditing and audit management.
She has 20 years of financial expertise in manufacturing,
retail, distribution, mining, and poultry operations.

L

She serves as a non-executive director on the board of Zimbabwe Microfinance Fund since September 2020, where
she is the chairperson of the Finance, Audit and Human Resources Committee.
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7. MANAGEMENT AND KEY STAFF

Brian Zimunhu: Managing Director

Brian Zimunhu is the Managing Director of the Zimbabwe
Microfinance Fund. He has implemented the ZMF strategy
since the formation of the organisation and has successful-
ly navigated the organisation through the socio-economic
challenges of which hyper-inflation and the COVID 19
pandemic are of note. Brian has vast experience in the
financial services sector spanning licensing, regulation and

A/’ supervision of microfinance institutions (MFls) and main-
stream banks acquired over

a seven-year stint with the Reserve Bank of Zimbabwe. He holds a B.Com. (Hons) Degree in Banking (NUST), MSc
Banking and Financial Services (NUST), Masters in Microfinance (Universite Libre de Bruxelles) and a Certificate in
Banking.

Baven S. Majattha: Operations Manager

Baven has extensive experience in the lending business
having worked in the banking and microfinancing sectors
for more than 12years. He is one of the Microfinance
Officers responsible for all the lending activities within the
organisation. He holds a Master's Degree in Business
Administration, a Bachelor's Degree in Business Studies
and a Diploma in Banking.

Angeline T. Chikwanda: Business Develop-
ment Officer

Angeline has vast experience in microfinance having
worked in the sector for the past 19 years. She is one of
the Business Development Officers responsible for all the
lending activities within the organisation. She holds a
Master's Degree in Business Administration, a Bachelor's
Degree in Economics, a Certificate in Leadership and
Professional Development and a Diploma in Development
Studies.

Towards Sustainable Microfinance 15



Tinotenda Kamba: Business Development
Officer

Tinotenda has experience in Agribusiness, having worked
in the sector for the past 9 years. She is one of the Business
Development Officers responsible for the agribusiness
related lending within the organisation. She holds a
Master’s Degree in Agribusiness Management, a Bachelor’s
Degree in Agricultural Economics and an Executive Certifi-
cate in Programme and Project Monitoring and Evaluation.

Thelma Katsande: Business Development Officer

Thelma has experience in the SME and Microfinance
sector, having worked in the sector for the past 3 years.
She is responsible for all lending activities within the orga-
nization, particularly to SMEs. She holds a Bachelor’s
Degree in Financial Engineering and an Executive Certifi-
cate in Corporate Finance.

Kudakwashe Murwisi:
Finance and Administration Officer

Kudakwashe has finance and administration experience in
both the microfinance and insurance sectors. He is respon-
sible for all the finance and administration activities of the
organisation, having joined as a Finance and Administra-
tion Assistant in 2018. He holds a Bachelor’s Degree in
Accounting and currently working towards being an ACCA
affiliate.
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Sydney Sambani: ICT Officer

Sydney is responsible for all the ICT related activities of the
organisation since 2019 when he joined. He did his intern-
ship with ZMF in 2017 before he completed his Bachelor’s

Degree in Accounting.

Samantha Thompson:
Accounts Office Assistant

Samantha is responsible for the day- to- day tasks in the
financial and administration department. She holds an
Advanced Diploma in Accounting and Finance (ACCA and
a Diploma in Accounting and Finance. She is currently
working towards being an ACCA affiliate.

Fungai Muzambi: Admin Office Assistant

Fungai is responsible for manning the front office and
other associated duties. She holds a Diploma in Adminis-
tration specializing in Secretarial Studies and has experi-
ence in both international and local NGOs.
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PERFORMANCE INDICATOR

Loan Portfolio (US$)

Number of active clients

SOCIAL PERFORMANCE
% of Loans to Rural Areas

% of Loans to Agriculture

% of Loans to Green Finance

Total Number of Staff
FINANCIAL PERFORMANCE

Total Assets (USS)

Total Equity (USS)

PaR > 90 days

Return on Equity (ROE)

Return on Assets (ROA)

Profit Before Tax (US$)

Towards Sustainable Microfinance

8. OPERATIONAL PERFORMANCE/ OUR KEY FIGURES

FY2021

FY2022

1,375,956.00
26

35%
33%
4%

13

2,886,184.00
2,789,497.00
3%
3%
3%

216,233.00
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PROFILE OF CLIENT ACTIVITIES (SECTORAL VIEW)

Below is a summary of the activities that our clients are into:

. AGRICULTURE . RETAIL ’ GREEN FINANCE OTHER

GROWTH TRENDS | LOAN PORTFOLIO GROWTH

PORTFOLIO TREND IN US$
12,000,000,00

10,000,000,00 —| —

8,000,000,00 ] -

6,000,000,00 -

4,000,000,00 ] -

2,000,000,00 -

0 . B = B

FY2018 FY2019 FY2020 FY2021 FY2022
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GROWTH IN TOTAL ASSETS

GROWTH IN TOTAL ASSETS IN US$

14,000,000,00 —§— -

12,000,000,00

10,000,000,00

8,000,000,00

6,000,000,00

4,000,000,00

2,000,000,00

FY2018 FY2019 FY2020 FY2021 FY2022

There was a massive loss in value of the Balance Sheet between FY2018 and FY2019 when the fiscal authorities, by
order of Statutory Instrument 142 of 2019, all USD balances of assets and liabilities were converted to ZWL$ on a 1:1
rate. Thereafter, the ZWLS began to significantly lose value against the USD. In response to this development, the
fiscal authorities in FY2023 promulgated a multicurrency regime to 31 December 2030 to help stabilize prices. This
is plausible as these measures enhance medium to long term planning, although ZMF will continue to monitor
developments on the ground and adapt accordingly.
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9. OUR IMPACT: THE SUCCESS STORIES

In the discharge of its mandate, ZMF supports projects that fulfil national and global goals/ objects. The impact of
the services cuts across various national priority areas as stipulated in the National Development Strategy 1 and 2
such as food security and nutrition, environmental protection, climate resilience and natural resource management
amongst others. At a global level, ZMF's services are designed to complement achievement of the Sustainable
Development Goals (SDGs) to end poverty (1) and hunger (2), equitable quality education (4), gender equality (5),
and access to affordable, reliable, sustainable and modern energy (7) amongst others. The following impact cases
bears testimony to this:

9.1 FINANCING CLEAN ENERGY AND GLIMATE SMART AGRICULTURE

As a development focused institution, ZMF provides finance to the clean energy sector in line with the Sustainable
Development Goal (SGD) 7. This is achieved either directly to innovative clean energy projects/ businesses or
indirectly via MFls that provide loans for various technologies in the sector. For instance, between FY2020 and
FY2022, ZMF availed two MFIs [Virl Rural & Social Financial Services (Private) Limited and Zambuko Trust (Private)
Limited] funding to match grant amounts they got from the African Enterprise Challenge Fund (AECF) under the
REACT (Renewable Energy and Adaptation to Climate Technologies) Sub Sahara Africa Programme in Zimbabwe.
The arrangement enabled the two MFIs to tap into the AECF grant to finance solar equipment for domestic (includes
lighting, phone charging and solar geysers) and agriculture (solar powered water pumps and generators) use for the
rural communities around the country. The two institutions further partnered with reputable solar product suppliers
like Solar King to supply and install the required solar equipment. Besides the REACT programme, ZMF also
partnered MoneyMart Finance (Private) Limited and Solar Concept (Private) Limited, amongst others, in the green
finance endeavours.

ZMF also funded the drilling and installation of solar powered boreholes to members of Pfura Dairy Cooperative in
rural Mt. Darwin for the provision of water to dairy cows. Through our partner, Total Farm Solutions, we also provided
funding to smallholder farmers for the construction of greenhouses for horticultural production. Patrick and Contil-
da Investments is another partner which benefited from ZMF funding, when we funded the installation of a solar
powered fruit dryer. The purpose of our interventions in this regard is to boost farmer productivity and promotion
of climate smart agricultural practices.

The Virl team and some of the solar beneficiaries in Filabusi




9.2 FINANCIAL INGLUSION BY SUPPORTING WOMEN-OWNED SMES

In line with the mission to empower women, ZMF has been driving the financial inclusion agenda by supporting
women-owned enterprises — SDG 5 on gender equality. The one that quickly comes to mind is Ready Dairies
(Private) Limited, which is in the business of supplying dairy products to schools in Zimbabwe under the Prodairy
National Schools Programme. The impact of this intervention has been the improvement of nutrition in primary
school pupils as the globe moves towards achieving SDG 3 on good health and wellbeing.

SCHOOL AND READY DAIRIES OFFICIALS AT ONE OF THE AWARENESS CAMPAIGNS
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9.3 SMALL HOLDER HORTICULTURAL PRODUCTION

ZMF also significantly supports the agriculture sector with special focus on innovative small holder farmers and at
the same time enhance food security of the country — SDG 2 on no hunger. The funding usually comes with appro-
priate terms and conditions best suited for this important sector. During FY2022, ZMF directly funded one such
farmer — Mr. Simon Chifamba, who was able to produce quality horticulture products which he is supplying to large
scale retail chains with very solid supply contracts. The client has since been earmarked by the national trade devel-
opment and promotion organisation - Zimtrade, to start producing for the export market. Mr. Chifamba is into both
open field and greenhouse farming in the Chivhu area. The loan enabled to increase its production capacity for
tomatoes from 3 greenhouses to 4.

TOMATOES UNDER GREEENHOUSE AT MR. CHIFAMBA'S PLOT TOMATOES READY FOR THE MARKET

9.4 FINANCIAL INCLUSION VIA REMITTANCES

Local and international remittances are a catalyst to supporting economic development and national agenda on
financial inclusion here in Zimbabwe. ZMF is also playing into that space by supporting licensed or authorised deal-
ers through provision of liquidity to shore up their remittance floats. One such dealer is Stridertech Investments
(Private) Limited which ZMF started to partner with in FY2022. Stridertech provides a wide array of services in that
regard which include, among others, money transfer, foreign currency trading, agency for mobile payment
solutions and banks as well as business and personal travel allowances.
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10. SIGNIFICANT DEVELOPMENTS

a) Collateral Registry and Credit Registry

The FY2022 saw a lot of effort by the RBZ ramping up the momentum to operationalize both the credit and collateral
registries. ZMF is a participant on the two regulator driven platforms which are critical enablers for lending to the
marginalised in line with the National Financial Inclusion 1 and 2.

The Collateral Registry was mainly established in order to expand the range of qualifying collateral accepted by
lenders to include movable assets, as part of the broader reforms to promote access to finance and enhance finan-
cial inclusion. This development is expected to benefit micro, small and medium enterprise (MSMEs) as well as the
household sectors to be able to access funding from the formal channels.

The Central Credit Registry — in a bid to promote access to finance by individuals, MSMEs and the big corporates, the
RBZ worked on enhancing the credit infrastructure by establishing the central credit registry. The registry is a credit
reference bureau which facilitates sharing of information on borrowers by different lenders including ZMF. This
comes in handy as a platform to reduce credit risk and promote financial inclusion.

b) Microfinance at Crossroads (2022 MFI CEO Conference in Kariba)

In conjunction with the Zimbabwe Association of Microfinance Institutions (ZAMFI), the Zimbabwe Microfinance
Fund (ZMF) held the 2022 MFI CEO Conference with the theme "Microfinance at Crossroads?" ZMF was a co-sponsor
towards the costs of the school.

The objectives of the schools are to provide a platform where practitioners, policy makers, regulators and other
development partners meet. The benefits of attending have been networking, knowledge sharing, cutting edge
discussions and generally a contribution towards the setting of the sector’s agenda for sustainable financial inclu-
sion and setting the stage for microfinance transformation from poverty alleviation to wealth creation

The conference came on the backdrop of the tailing off of the Covid-19 pandemic which adversely affected smooth
operations of most MFls in Zimbabwe. For instance, portfolio at risk increased during this period as the ZAMFI Execu-
tive Director — Mr. G. C. Chitambo noted that “a face-to-face way of doing business was no longer an option and
clients were lagging with their repayments citing the moratorium on loan repayments issued by the government”.
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Underwriting of new loans also slowed down as a result. However, despite the challenges, the microfinance sector
was adamant that the outlook was to remain robust in terms of outreach and profitability largely driven by digitali-
zation of financial services. The sector expected “the Reserve Bank of Zimbabwe to continue to put in place, policy
measures and initiatives that facilitate the growth and resilience of the microfinance sector as a pillar of financial
inclusion and economic development. In response to the pandemic and going forward, MFls were therefore expect-
ed to increase alternative channels to reach out to their clients “including expanding agent networks, remote
customer onboarding, and enhanced used of call centres. MFIs were also expected to embrace strategic partner-
ships with fintech companies and mobile network providers as well as strong digital skills in staff to scale up their
operations.

ZMF TRUSTEE AND ZAMFI EXECUTIVE DIRECTOR, MR. GODFREY CHITAMBO, HAVING A LIGHTER MOMENT WITH SOME OF THE DELEGATES AT
THE CEO WINTER SCHOOL IN KARIBA
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C) 2022 MICROFINANCE AWARDS

The FY2022 also saw ZAMFI hosting an awards ceremony in the microfinance sector rewarding MFIs that excelled
in various facets of their operations. ZMF was a co-sponsor towards the costs of hosting the event.

ZMF also sponsored 2 awards out of the nine categories contested as follows:

i. Most Women Friendly institution — which was won by the Zimbabwe Women'’s Microfinance Bank with Virl Rural
& Social Financial Services (Private) Limited emerging as Runners-up

ii. Most Productive Loans — which was won by Moneymart Finance (Private) Limited with KCI Management Consul-

tants (Private) Limited coming second.

ZMF BOARD MEMBER DR. SAMUEL GUMBE
ANNOUNCING ONE OF THE WINNERS AT THE AWARDS CEREMONY

ZMF VICE BOARD CHAIRPERSON
MAKING AN ANNOUNCEMENT AT THE AWARDS CEREMONY

ZMF MD AND TRUSTEE
CONVERSING AT THE AWARDS CEREMONY

ZMF BOARD CHAIRPERSON
AT THE MFI AWARDS CEREMONY

Towards Sustainable Microfinance 26



11. CORPORATE GOVERNANCE

Governance: The Zimbabwe Microfinance Fund (Private) Limited (ZMF) recognizes the need to conduct
its affairs with integrity and in line with best corporate governance practices. ZMF continues to apply high
corporate governance standards aimed at ensuring that stakeholder expectations are met as well as ensur-
ing on-going sustainability of the Fund.

Ms. N. Mkandla
Mr. P. Mudzwiti
Ms. K. Katupira
Ms. E. T. Makomva
Mrs. Z. Matonda
Dr.S. Gumbe
Mr.T. Gundo

Mr. M. Nyamazana

Mr. B. Zimunhu

Board Chairperson

Non-Executive Director
Non-Executive Director

Non-Executive Director
Non-Executive Director
Non-Executive Director
Non-Executive Director
Non-Executive Director

Executive Director

Towards Sustainable Microfinance

Zimbabwean

Zimbabwean

Zimbabwean

Zimbabwean

Zimbabwean

Zimbabwean

Zimbabwean

Zimbabwean

Zimbabwean

No changes

No changes
No changes
No changes
No changes
No changes
No changes
No changes

No changes
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MEETING HELD AND ATTENDED

Ms. N. Mkandla Ncube 4 4 Nil
Mr. P. Mudzwiti 4 4 Nil
Ms. E.T. Makomva 4 4 Nil
Ms. K. Katupira 4 2 2

Ms. Z. Matonda 4 4 Nil
Dr. S. Gumbe vl 4 Nil
Mr. M. Nyamazana 4 4 Nil
Mr. B. Zimunhu 4 4 Nil

Ms. N. Mkandla 1 1 Nil
Ms. E.T. Makomva 1 1 Nil
Mr. P. Mudzwiti 1 1 Nil
Mr. B. Zimunhu 1 1 Nil

Mr. M. Nyamazana 2 2 Nil
Ms. N. Mkandla Ncube 2 2 Nil
Ms. E. Moyo 2 2 Nil
Mr. B. Zimunhu 2 2 Nil

Ms. E.T. Makomva S S Nil
Ms. K. Katupira S 3 2

Mr. P. Mudzwiti S S Nil
Mr. B. Zimunhu S S Nil

Ms. Z. Matonda 4 4 Nil
Mr.T. Gundo 4 4 Nil
Dr. S. Gumbe 4 4 Nil
Mr. B. Zimunhu 4 4 Nil

12. STATEMENT OF COMPLIANCE

Based on the information set-out in the Governance and Compliance report, the Fund complied with
the requisitions of corporate governance and regulatory requirements throughout the accounting
period.

n

8
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Financial Statements

INDEPENDE
AUDITOR’'S
REPORT

To the members of Zimbabwe Microfinance Fund (Private) Limited

Report on the Audit of the Financial Statements
Qualified Opinion

We have audited the inflation adjusted annual financial statements of Zimbabwe Microfinance Fund (Private) Limit-
ed set out on pages 9 to 44, which comprise the inflation adjusted statement of financial position as at 31 December
2022, and the inflation adjusted statement of profit or loss and other comprehensive income, the inflation adjusted
statement of changes in equity and the inflation adjusted statement of cash flows for the year then ended, and the
notes to the inflation adjusted financial statements, including a summary of significant accounting policies.

In our opinion, except for the matters described in the Basis for Qualified Opinion section of our report, the inflation
adjusted annual financial statements present fairly, in all material respects, the inflation adjusted financial position
of Zimbabwe Microfinance Fund (Private) Limited as at 31 December 2022, and its inflation adjusted financial perfor-
mance and cash flows for the year then ended in accordance with International Financial Reporting Standards
(IFRSs).

Basis for Qualified Opinion
Valuation of investment property and land & buildings

The determination of fair values for investment property and land & buildings presented in the inflation adjusted
financial statements is affected by the prevailing economic environment. These inflation adjusted financial state-
ments include investment property and land & buildings that were revalued by independent professional valuers as
at 31 December 2022. The investment property and land & buildings valuations as at 31 December 2022 were deter-
mined in USD and then translated to ZWL at the interbank foreign exchange rate as at 31 December 2022.
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Although the determined USD values as at 31 December 2022 reflected the fair value of the investment property
and land & buildings in USD as at that date, the converted ZWL fair values were not in compliance with IFRS 13 as
they did not reflect the assumptions that market participants would apply in valuing similar items of investment
property and land & buildings in ZWL.

The financial statements for the year ended 31 December 2022 have not been restated in accordance with the
requirements of IAS 8 - Accounting Policies, Changes in Accounting Estimates and Errors.

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 Inflation adjusted Finan-
cial Statements section of our report. We are independent of the Company in accordance with the International
Ethics Standards Board for Accountants’ Code of Ethics for Professional Accountants (IESBA Code), and we have
fulfilled our other ethical responsibilities in accordance with the IESBA Code. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our qualified opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of the
financial statements of the current period. These matters were addressed in the context of our audit of the financial
statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on these

matters.

The key audit matters noted below relate to the financial statements.

Interest and similar income

The Company had interestincome of ZWL 329 871 643 for
the year ended 31 December 2022 (Refer to Note 17).
Interest income is a key measure used to evaluate the
performance of the Company. Therefore, there is a
presumed fraud risk

with regards to revenue recognition as guided by Interna-
tional Standard on Auditing (ISA 240). There is a risk that
the income is presented at amounts higher than

what has been actually generated by the
Company. This is a significant risk and accordingly a key
audit matter.
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Our audit procedures included the following:

« Our audit procedures include testing of design,
existence and operating effectiveness of internal controls
implemented as well as test of details to ensure accurate
processing of interest and similar income.

- We identified key controls and tested these controls to
obtain satisfaction that they were operating effectively
for the year under review.

«The results of our controls testing have been the basis for
the nature and scoping of the additional test of details,
which mainly consisted of testing individual transactions
by reconciling them to external sources (supporting
documentation).

. Furthermore, we performed analytical proce-
dures and assessed the reasonableness of explanations
provided by management.

We satisfied ourselves that the Company’s

interest and similar income recognition criteria is
adequate and appropriate.
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Impairment allowance on loans and advances

The Company had significant loans and advances of ZWL
667 616 291, and an

Impairment allowance of ZWL 23 446 538 as

at 31 December 2022 (Refer to Note 7). Loans and advanc-
es form a major portion of the Company’s assets, and due
to the significant judgement applied of using subjective
assumptions over both when and how much to record as
loan impairment, and estimation of the amount of the
impairment provision for loans and advances, this audit
area is considered a key audit matter.
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Our audit procedures included the following:

« Our audit procedures include testing of design,
existence and operating effectiveness of internal controls
implemented as well as test of details to ensure accurate
processing of loans and advances.

- We obtained understanding of the company’s key credit
processes comprising granting, booking, monitoring and
provisioning of loans.

- We identified key controls involved in the issuance of
loans and tested these controls to obtain satisfaction that
they were operating effectively for the year under review.
« The results of our controls testing have been the basis of
the nature and scoping of the additional test of details,
which included recomputation of loan balances and
reconciling them to loan system balances.

+ We reviewed the ECL model and assessed reasonable-
ness of the provision and inspected the allowance for
credit losses calculations.

+ We performed analytical procedures and assessed the
reasonableness of

explanations provided by management.

- We satisfied ourselves that the Company’s
loans and advances recognition criteria is adequate and
appropriate.
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Responsibilities of Management and Those Charged with Governance for the Financial
Statements

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

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

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

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance but is not a guarantee that an audit conducted in accordance with
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 econom-
ic decisions of users taken on the basis of these financial statements.

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

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

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

- Evaluate the appropriateness of accounting policies used and the reasonableness of

accounting estimates and related disclosures made by management.

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

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

« Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activi-
ties within the Company to express an opinion on the financial statements. We are responsible for the direction,
supervision and performance of the Company audit. We remain solely responsible for our audit opinion.
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