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KONTIKI FINANCE LIMITED and its Subsidiary
DIRECTORS' REPORT
FOR THE YEAR ENDED 30 JUNE 2019
DIRECTORS' REPORT
In accordance with a resolution of the Board, the Directors present their report on the entities consisting of Kontiki Finance Limited ("the
Company") and its Subsidiary (collectively "the Group") as at 30 June 2019.
The historical financial information included in this Directors’ Report has been extracted from the audited Financial Statements accompanying
this Directors’ Report.
Information in this Directors’ Report is provided to enable shareholders to make an informed assessment of the operations, financial position,
performance and other aspects of the Company and the Group, and whether the Company and the Group are trading as a going concern.

Principal Activities
The principal activities of the Company during the year were that of receiving deposits and extending of credit and related services. There was
no significant change in the nature of these activities during the financial year.
The Company has a Subsidiary Company incorporated in Vanuatu, Platinum Insurance Limited. The principal activity of the Subsidiary is to act
as a captive insurer underwriting loan protection insurance for the Company, Kontiki Finance Limited, based in the Republic of Fiji.
The Company was listed on the South Pacific Stock Exchange on 4 July 2018.
Review and Results of Operations
The operating Group profit for the year was $9,375,985 (2018: $5,365,448) after allowing for an income tax expense of $1,192,223 (2018:
$1,502,101). The operating profit of the Company for the year was $7,720,676 (2018: $5,749,437) after taking into account an income tax
expense of $1,192,223 (2018: $1,502,101).
Our Values
The core values of our business are:
- Accountability
- Innovation
- Integrity
- People
Our Strategy
Our strategy is focused on driving shareholder value by providing innovative, flexible and accessible finance solutions to the consumer and
small and medium enterprise segments of the market. The Group provides this through a highly experienced management team leveraging
intellectual property and business intelligence proven by them in other markets.
Our Priorities This Year
The key priority of the Group for the 2019 financial year was to continue building its loan portfolio.
Key Statistics
Key statistics as at 30 June 2019
Total number of employees
Total funds under management
Total operating income
Net profit after tax
Earnings per share

Group

Company

157

157

194,624,546

185,589,197

36,208,117

34,051,946

9,375,985

7,720,676

$0.10

$0.09

The Future
The development of new products and markets, and enhancements to existing products will continue to allow the Group to sell bundled
products, win new business and/or reduce risk.
Bad and Doubtful Debts
Prior to the completion of the Group's and the Company's financial statements, the Directors took reasonable steps to ascertain that action had
been taken in relation to writing off of bad debts and the making of provision for expected credit losses. In the opinion of Directors, adequate
provision has been made for expected credit losses.
As at the date of this report, the Group and the Company are not aware of any circumstances, which would render the amount written off for
bad debts or the provision for expected credit losses in the Group and the Company, inadequate to any substantial extent.
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KONTIKI FINANCE LIMITED and its Subsidiary
DIRECTORS' REPORT continued
FOR THE YEAR ENDED 30 JUNE 2019
Non-Current Assets
Prior to the completion of the financial statements of the Group and the Company, the Directors took reasonable steps to ascertain whether
any non-current assets were unlikely to realise in the ordinary course of business their values as shown in the accounting records of the Group
and the Company. Where necessary these assets have been written down or adequate provision has been made to bring the values of such
assets to an amount that they might be expected to realise.
As at the date of this report, the Directors are not aware of any circumstances, which would render the values attributed to non-current assets
in the Group's and the Company's financial statements misleading.
Unusual Transactions
In the opinion of the Directors, the results of the operations of the Group and the Company during the financial year were not substantially
affected by any item, transaction or event of a material unusual nature, nor has there arisen between the end of the financial year and the date
of this report any item, transaction or event of a material unusual nature likely, in the opinion of the Directors, to affect substantially the results
of the operations of the Group and the Company in the current financial year, other than those reflected in the financial statements.
Other Circumstances
As at the date of this report:
(i)

no charge on the assets of the Group and the Company has been given since the end of the financial year to secure the liabilities of any
other person;

(ii)

no contingent liabilities have arisen since the end of the financial year for which the Group and the Company could become liable; and

(iii)

no contingent liabilities or other liabilities of the Group and the Company has become or is likely to become enforceable within the period
of twelve months after the end of the financial year which, in the opinion of the Directors, will or may substantially affect the ability of the
Group and the Company to meet its obligations as and when they fall due.

As at the date of this report, the Directors are not aware of any circumstances that have arisen, not otherwise dealt with in this report or the
Group and the Company's financial statements, which would make adherence to the existing method of valuation of assets or liabilities
misleading or inappropriate.
Since the end of the previous financial year, no Director has received or become entitled to receive a benefit (other than those included in the
aggregate amount of emoluments received or due and receivable by Directors shown in the financial statements) by reason of a contract made
by the Group and the Company with the Director or with a firm of which he is a Director, or with a company in which he has a substantial
financial interest.
Basis of Accounting
The Directors believes that the basis of the preparation of the financial statements is appropriate and the Group and the Company will be able
to continue its operation for at least twelve months from the date of this statement. Accordingly the Directors believes the classification and
carrying amounts of assets and liabilities as stated in these financial statements are appropriate.
All related party transactions have been adequately recorded in the books of the Group and the Company.
Dividends
Dividend amounting to $2,667,760 was declared and paid in 2019 from the profits recorded in 2018. In addition, an interim dividend of
$2,252,169 was declared and paid during the year 2019.
Significant changes in the state of affairs
There were no significant changes in the state of affairs of the Group and the Company during the year ended 30 June 2019.
Events occurring after the end of the financial period
No matter or circumstances have arisen since the end of the financial period which significantly affected or may significantly affect the
operations of the Group and the Company, the results of those operations, or the state of affairs of the Group and the Company in future
financial periods.
Details of Directors and Executives
The Directors of the Company during the financial period and up to the date of this report were:
Daryl Tarte (Chairman)
Francis Chung
Glen Craig
Griffon Emose
Litia Niumataiwalu
Barry Whiteside (Appointed 29 October 2018)
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KONTIKI FINANCE LIMITED and its Subsidiary
DIRECTORS' REPORT continued
FOR THE YEAR ENDED 30 JUNE 2019
Details of Directors’ direct and indirect shareholdings in the Company as at 30 June 2019 are shown in the table below:
Name

Position

Daryl Tarte

Chairman

352,582

Francis Chung

Director

881,445

881,445

Glen Craig

Director

6,012,160

6,012,160

Griffon Emose

Director

1,636,440

1,636,440

Barry Whiteside

Director

100,000

100,000

Group

Company
352,582

Board and Committee meeting attendance
Details of the number of meetings held by the Board and its Audit Committee during the period ended 30 June 2019, and attendance by Board
members, are set out below:
Director

Position

B
8

Audit Committee
A
B
5
5

Board

Chairman

A
8

Francis Chung

Member

8

8

5

Glen Craig

Member

8

8

-

-

Griffon Emose

Member

8

8

5

5

Litia Niumataiwalu

Member

8

8

-

-

Barry Whiteside

Member

5

5

-

-

Daryl Tarte

5

Column A: number of meetings held while a member
Column B: number of meetings attended
Auditor Independence
The Directors have obtained an independence declaration from the Group’s auditor, Ernst & Young. A copy of the auditor’s independence
declaration is set out in the Auditor’s Independence Declaration to the Directors of Kontiki Finance Limited on page 6.

Signed for and on behalf of the Board of Directors and in accordance with a resolution of the Directors.

Dated this 19th day of September 2019.

.....................................................
Name

.....................................................
Chairman
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KONTIKI FINANCE LIMITED and its Subsidiary
DIRECTORS' DECLARATION
FOR THE YEAR ENDED 30 JUNE 2019
DIRECTORS' DECLARATION
This Directors’ Declaration is required by the Companies Act 2015.
The Directors of Kontiki Finance Limited ("the Company") and its Subsidiary (collectively "the Group") have made a resolution that declared:

a)

in the Directors’ opinion, the financial statements and notes of the Company and the Group for the financial year ended 30 June
2019:
i) give a true and fair view of the financial position of the Company and the Group as at 30 June 2019 and of the performance of
the Company and the Group for the year ended 30 June 2019.
ii) have been made out in accordance with the Companies Act 2015.

b)

they have received declarations as required by Section 395 of the Companies Act 2015.

c)

at the date of this declaration, in the Directors’ opinion, there are reasonable grounds to believe that the Company and the Group will
be able to pay its debts as and when they become due and payable.

Signed for and on behalf of the Board of Directors and in accordance with a resolution of the Directors.

Dated this 19th day of September 2019.

.....................................................
Name

.....................................................
Chairman
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Tel: +679 331 4166
Fax: +679 330 0612
ey.com

Pacific House
Level 7
1 Butt Street Suva Fiji
PO Box 1359 Suva Fiji

Auditor’s Independence Declaration to the Directors of Kontiki Finance Limited
As lead auditor for the audit of Kontiki Finance Limited ("the Holding Company") and its subsidiary (collectively "the Group") for the
financial year ended 30 June 2019, I declare to the best of my knowledge and belief, there have been:
a)

no contraventions of the auditor independence requirements of the Companies Act 2015 in relation to the audit; and

b)

no contraventions of any applicable code of professional conduct in relation to the audit.

This declaration is in respect of Kontiki Finance Limited and the entities it controlled during the financial year.

Ernst & Young
Chartered Accountants

Steven Pickering
Partner
Suva, Fiji
19 September 2019

A member firm of Ernst & Young Global Limited

6

Tel: +679 331 4166
Fax: +679 330 0612
ey.com

Pacific House
Level 7
1 Butt Street Suva Fiji
PO Box 1359 Suva Fiji

Independent Audit Report
To the members of Kontiki Finance Limited
Report on the Financial Statements
Opinion
We have audited the financial statements of Kontiki Finance Limited (“the Company”) and its subsidiary company (collectively “the
Group”), which comprise the statement of financial position of the Company and the Group as at 30 June 2019, the statement of
comprehensive income, the statement of changes in equity and the statement of cash flows for the year then ended, and notes to the
consolidated financial statements, including a summary of significant accounting policies and other explanatory information and the
Directors’ Declaration.
In our opinion, the accompanying financial statements give a true and fair view of the financial position of the Company and the Group
as at 30 June 2019 and of their financial performance and cash flows for the year then ended in accordance with International
Financial Reporting Standards (“IFRS”).
Basis for Opinion
We conducted our audit in accordance with International Standards on Auditing (“ISA”). Our responsibilities under those standards
are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements section of our report. We are
independent of the Company and the Group in accordance with the International Ethics Standards Board for Accountants’ Code of
Ethics for Professional Accountants (IESBA Code), and we have fulfilled our other ethical responsibilities in accordance with the IESBA
Code. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.
Other than the provision of assurance services in our capacity as auditor, we have no relationship with, or interest in, the Company
and the Group. Partners and employees of our firm deal with the Company and the Group on normal terms within the ordinary course
of trading activities of the business of the Company and the Group.
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 for the current year. 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. For the matter below, our description on
how our audit addressed the matters is provided in that context.
We have fulfilled the responsibilities described in the Auditor’s Responsibilities for the Audit of the Financial Statements section of our
report, including in relation to the key audit matters. Accordingly, our audit included the performance of procedures designed to
respond to our assessment of the risks of material misstatement of the financial statements. The results of our audit procedures,
including the procedures performed to address the matter below, provide the basis for our audit opinion on the accompanying financial
statements.

A member firm of Ernst & Young Global Limited
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Key Audit Matters continued
Provision for credit loss
Why significant

How our audit addressed the key audit matter

As described in Note 2 (d) Impairment of financial assets, Note 7 In obtaining sufficient appropriate audit evidence we:
Receivable from customers and Note 23 Financial risk
management, the provisions for expected credit losses are
► Assessed the modelling techniques and methodology used
determined under application of IFRS 9 Financial Instruments.
against the requirements of IFRS 9 Financial Instruments.
This is a key audit matter as significant judgement is involved to
determine the expected credit losses.

► Assessed and tested the design and operating effectiveness
of the controls over the:
data used to determine the provisions for doubtful debts,
including transactional data captured at loan origination,
ongoing internal credit quality assessments, storage of
data in data warehouses and interfaces to the expected
credit loss model.
expected credit loss model, including model build and
approval,
ongoing
monitoring/validation,
model
governance and mathematical accuracy.
-

Key areas of judgement included:
- the interpretation of the requirements to determine impairment
under application of IFRS 9, which is reflected in the Company and
the Group’s expected credit loss model;
- the identification of exposures with a significant deterioration in
credit quality;
- assumptions used in the expected credit loss model such as the
financial condition of the counterparty, expected future cash flows
and forward-looking macroeconomic factors (e.g. gross domestic
product growth) as disclosed in Note 23 Financial risk
management and Note 2 (d) Impairment of financial assets; and
- the need to apply additional overlays to reflect current or future
external factors that are not appropriately captured by the
expected credit loss model.

► Assessed key modelling assumptions with a focus on the:
- financial condition of the counterparties and expected
future cashflows;
- sensitivity of the collective provisions to changes in
modelling assumptions.

► Examined a sample of exposures and performed procedures
to evaluate the:
timely identification of exposures with a significant
deterioration in credit quality; and
expected loss calculation for collective provisioning.
-

► Involved IT specialists in areas that required specific
expertise (including data reliability and the expected credit
loss model).

► Assessed whether the financial statement disclosures
appropriately reflect the Company and the Group’s
exposure to credit risk.

A member firm of Ernst & Young Global Limited
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Key Audit Matters continued
Estimation of insurance liabilities
Why significant

How our audit addressed the key audit matter

The subsidiary company has significant insurance liabilities, In obtaining sufficient appropriate audit evidence we:
including the provision for reported claims by policyholders,
incurred but not reported claims reserve (“IBNR”) and unearned
premium reserves as of 30 June 2019 totalling to $8.7m.
► Tested controls over the initiation, review and approval of
the claim process across the different lines of business
including the claim settlement process.
The provision for reported claims by policyholders comprises the
total value of individual outstanding claims estimated by internal
or external loss adjusters when a claim has been initiated. These
► Evaluated the provision for reported claims by policyholders
estimates are reassessed during the various stages of the claim
recorded by management by reviewing the loss reports,
processing cycle and are revised based on changes in specific
internal policies and assumptions made by management.
circumstances pertaining to each claim.

The IBNR recorded represents an estimate of the liability for claimgenerating events that have taken place during the year but have
not yet been reported to the subsidiary company as of 30 June
2019. IBNR is recorded at the reporting date based on the
computations performed by an external actuary appointed by
management, after considering historical claim trends, empirical
data and current assumptions that may include a margin for
adverse deviations.

► Evaluated the objectivity, independence and expertise of
the actuarial valuator appointed by management.

► Considered the data provided by the Group to the external
actuary on which the actuarial valuation was based and
assessed the completeness and accuracy of this data.

► Involved our internal actuarial specialist to verify the
Due to the magnitude of the balances and the estimation
uncertainty and subjectivity involved in the assessment of these
reserves, in particular the ultimate total settlement amount of the
insurance contract liabilities, we consider this to be a key audit
matter.

computation and evaluate the methodology and
assumptions used by the actuary by comparison to
generally accepted industry practices.

► Considered the adequacy and completeness of the
disclosures in relation to policyholder liabilities.
The Group’s disclosures regarding policyholder liabilities are
included in Notes 16 and 17 to the financial statements.

A member firm of Ernst & Young Global Limited
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Other Information
The Directors and management are responsible for other information. The other information comprises the information in the
Company and the Group’s Annual Report for the year ended 30 June 2019, but does not include the financial statements and the
Auditor’s Report thereon.
Our opinion on the financial statements does not cover the other information and we do not express any form of assurance conclusion
thereon.
In connection with our audit of the financial statements, our responsibility is to read the other information identified above and, in
doing so, consider whether the other information is materially inconsistent with the financial statements or our knowledge obtained
during the audit, or otherwise appears to be materially misstated. If, based upon the work performed, we conclude that there is a
material misstatement of this other information; we are required to report that fact. We have nothing to report in this regard.
Responsibilities of the Directors and management for the Financial Statements
The Directors and management are responsible for the preparation and fair presentation of the financial statements in accordance
with IFRS and for such internal control as management and the Directors determine is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error. In preparing the financial statements,
management and the Directors are responsible for assessing the Company’s and the Group’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 and
the Directors either intend to liquidate the Company and the Group to cease operations, or have no realistic alternative but to do so.
The Directors and management are responsible for overseeing the Company’s and the Group’s financial reporting process.
Auditor’s Responsibilities for the Audit of the Financial Statements
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable assurance is a
high level of assurance, but is not a guarantee that an audit conducted in accordance with ISA will always detect a material
misstatement when it exists. Misstatement can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of these financial
statements.
As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional skepticism throughout the
audit. We also:

►

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

A member firm of Ernst & Young Global Limited
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Auditor’s Responsibilities for the Audit of the Financial Statements continued
►

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

►

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

►

Conclude on the appropriateness of management and 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 Company’s and the Group’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 and the Group 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 activities within the
Company and the Group to express an opinion on the financial statements. We are responsible for the direction, supervision and
performance of the audit. We remain solely responsible for our audit opinion.

We communicate with management and 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 are also required to provide the Directors and management 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 and management, we determine those matters that were of most significance in
the audit of the financial statements of the current year 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.

A member firm of Ernst & Young Global Limited
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Report on Other Legal and Regulatory Requirements
In our opinion, the financial statements have been prepared in accordance with the requirements of the Banking Act 1995 and the
Companies Act 2015 in all material respects, and:
i)

we have been given all information, explanations and assistance necessary for the conduct of the audit; and

ii)

the Company and the Group has kept financial records sufficient to enable the financial statements to be prepared and audited.

Ernst & Young
Suva, Fiji

Steven Pickering
Partner
Level 7
Pacific House
1 Butt Street
Suva, Fiji.
19 September 2019

A member firm of Ernst & Young Global Limited
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KONTIKI FINANCE LIMITED and its Subsidiary
STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED 30 JUNE 2019
Group
Notes

2019
$

Company
2018
$

2019
$

2018
$

Revenue
Interest revenue calculated using the effective interest method

3.1

34,081,070

23,594,245

33,784,650

23,535,590

Interest expense calculated using the effective interest method

4.1

(9,345,754)

(6,235,399)

(9,345,754)

(6,217,719)

24,735,316

17,358,846

24,438,896

17,317,871

168,635

946,293

Net interest income
Fee and commission income

3.2

168,635

175,612

Premium income

16

1,528,776

992,113

-

-

Net trading income

3.3

429,636

126,656

98,661

45,035

26,862,363

18,653,227

24,706,192

18,309,199

7

(2,479,667)

(2,005,858)

(2,479,667)

(2,005,858)

4.2

(7,916,440)

(5,806,297)

(7,916,440)

(5,806,297)

Depreciation of plant and equipment

(610,622)

(417,324)

(610,622)

(417,324)

Amortisation of intangible assets

(236,130)

(170,522)

(236,130)

(170,522)

(5,051,296)

(3,385,677)

(4,550,434)

(2,657,660)

(16,294,155)

(11,785,678)

(15,793,293)

(11,057,661)

10,568,208

6,867,549

8,912,899

7,251,538

(1,192,223)

(1,502,101)

(1,192,223)

(1,502,101)

9,375,985

5,365,448

7,720,676

5,749,437

Total revenue
Less: expenses
Movements in expected credit loss/allowance for impairment
losses
Personnel expenses

Other operating expenses

4.3

Total operating expenses
Operating profit before tax
Income tax expense

5

Net profit after tax
Other comprehensive income

-

Total comprehensive income for the year, net of tax

Earnings per share

-

9,375,985

20

$

0.10

-

5,365,448

$

0.06

7,720,676

$

The accompanying notes form an integral part of this Statement of Profit or Loss and Other Comprehensive Income.
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-

0.09

5,749,437

$

0.06

KONTIKI FINANCE LIMITED and its Subsidiary
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2019
Group
Notes

2019
$

Company
2018
$

2019
$

2018
$

Issued capital
Balance at the beginning of the year
Issue of share capital

10,884,772
19

Balance at the end of the year

7,900,186

10,884,772

7,900,186

1,908,509

2,984,586

1,908,509

2,984,586

12,793,281

10,884,772

12,793,281

10,884,772

7,982,674

2,617,226

9,134,932

3,385,495

Retained earnings
Balance as at end of last year
Impact of adopting IFRS 9

29

(607,473)

-

(607,473)

-

Restated opening balance under IFRS 9

7,375,201

2,617,226

8,527,459

3,385,495

Net profit for the year

9,375,985

5,365,448

7,720,676

5,749,437

Dividends declared during the year

(4,919,929)

Balance at the end of the year

11,831,257

7,982,674

11,328,206

9,134,932

Total equity

24,624,538

18,867,446

24,121,487

20,019,704

The accompanying notes form an integral part of this Statement of Changes in Equity.
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-

(4,919,929)

-

KONTIKI FINANCE LIMITED and its Subsidiary
STATEMENT OF FINANCIAL POSITION
AS AT 30 JUNE 2019
Group
Notes

Company

2019
$

2018
$

2019
$

2018
$

8,001,095
877,045
54,089,000
126,412,835
2,271,225
1,776,437
729,329
467,580

9,714,205
907,930
46,141,154
101,021,486
2,301,527
1,562,521
580,185
569,460

7,980,326
45,983,000
126,316,957
2,120,568
215,000
1,776,437
729,329
467,580

9,663,674
43,405,154
99,081,282
2,294,334
215,000
1,562,521
580,185
569,460

194,624,546

162,798,468

185,589,197

157,371,610

159,375,520
1,727,168
70,724
131,391
8,362,279
332,926

135,422,529
1,625,738
179,159
115,118
6,233,513
354,965

159,375,520
1,890,075
70,724
131,391
-

135,422,529
1,635,100
179,159
115,118
-

170,000,008

143,931,022

161,467,710

137,351,906

12,793,281
11,831,257

10,884,772
7,982,674

12,793,281
11,328,206

10,884,772
9,134,932

24,624,538

18,867,446

24,121,487

20,019,704

194,624,546

162,798,468

185,589,197

157,371,610

ASSETS
Cash and cash equivalents
Financial assets at fair value through profit or loss
Debt financial assets at amortised cost
Receivable from customers
Prepayments and other assets
Investment in subsidiary
Plant and equipment
Intangible assets
Deferred tax asset

6
9
8
7
10
11
13
14
5

Total assets
EQUITY AND LIABILITIES
Due to customers
Trade and other payables
Current tax liability
Employee benefit liability
Unearned premium
Provisions

12
15
18
16
17

Total liabilities
SHAREHOLDERS EQUITY
Issued capital
Retained earnings

19

Total equity

TOTAL EQUITY AND LIABILITIES

The accompanying notes form an integral part of this Statement of Financial Position.
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KONTIKI FINANCE LIMITED and its Subsidiary
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2019
Group
Notes

Company

2019
Inflows/
(Outflows)
$

2018
Inflows/
(Outflows)
$

2019
Inflows/
(Outflows)
$

32,543,576
(9,345,754)
267,296
5,930,556
(12,219,154)
(937,214)
(28,986,976)
23,952,992
(1,098,295)

22,653,608
(6,235,399)
1,238,043
1,995,756
(7,872,100)
(266,899)
(39,726,043)
56,767,073
(1,603,058)

32,247,157
(9,345,754)
267,296
(11,902,144)
(28,986,976)
23,952,992
(1,098,295)

22,538,614
(6,217,719)
991,328
(8,792,996)
(37,912,324)
54,333,072
(1,603,058)

Net cash flows from Operating Activities

10,107,027

26,950,981

5,134,276

23,336,917

Investing activities
Acquisition of plant and equipment
Proceeds from sale of plant and equipment
Acquisition of intangible asset
Acquisition of debt financial instruments
Net proceeds from sale/acquisition of financial asset through profit or loss
Dividends received

(868,484)
25,401
(385,274)
(7,947,846)
329,248
38,238

(1,206,034)
(259,246)
(21,241,154)
(907,931)
25,282

(868,484)
25,401
(385,274)
(2,577,846)
-

(1,206,034)
(259,246)
(18,705,154)
200,000

Net cash flows (used in) Investing Activities

(8,808,717)

(23,589,083)

(3,806,203)

(19,970,434)

Financing activities
Capital contribution from shareholders
Dividends paid

1,908,509
(4,919,929)

2,984,586
-

1,908,509
(4,919,929)

2,984,586
-

Net cash (used in)/flows from Financing Activities

(3,011,420)

2,984,586

(3,011,420)

2,984,586

Net (decrease)/increase in cash and cash equivalents

(1,713,110)

6,346,484

(1,683,348)

6,351,969

9,714,205

3,367,721

9,663,674

3,311,705

8,001,095

9,714,205

7,980,326

9,663,674

Operating activities
Interest income received
Interest expense paid
Non interest income received
Premium income received
Payments to suppliers and employees
Payments for claims
Net customer loans granted
Term deposits received
Income taxes paid

Cash and cash equivalents at 1 July
Cash and cash equivalents at 30 June

6

The accompanying notes form an integral part of this Statement of Cash Flows.

16

2018
Inflows/
(Outflows)
$

KONTIKI FINANCE LIMITED and its Subsidiary
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2019
1. CORPORATE INFORMATION
The Financial Statements of Kontiki Finance Limited ("the Company") and its Subsidiary (collectively "the Group") for the year ended 30
June 2019 were authorised for issue in accordance with a resolution of the Directors on 19th September 2019. The entity owners have
the power to amend the financials after issue, if applicable.
Kontiki Finance Limited is a limited liability company incorporated and domiciled in the Republic of Fiji. The principal activities of the
Company are described in Note 26.
The Subsidiary, Platinum Insurance Limited is a limited liability company incorporated and domiciled in the Republic of Vanuatu. The
principal activities of the Company are described in Note 26.
The Company was listed on the South Pacific Stock Exchange on 4 July 2018.
2. BASIS OF PREPARATION OF FINANCIAL STATEMENTS
The financial statements have been prepared on a historical cost basis, except for derivative financial instruments, other financial assets
and liabilities held for trading and financial assets and liabilities designated at fair value through profit or loss (FVPL), debt and equity
instruments at fair value through other comprehensive income (FVOCI) and available for sale investment (AFS) all of which have been
measured at fair value. The financial statements are presented in Fijian dollars (FJD).
Statement of compliance
The financial statements of the Group have been drawn up in accordance with the provisions of the Banking Act 1995, Fiji Companies
Act 2015 and International Financial Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board.
Presentation of financial statements
The Group presents its statement of financial position in order of liquidity based on the Group’s intention and perceived ability to
recover/settle the majority of assets/liabilities of the corresponding financial statement line item. An analysis regarding recovery or
settlement within 12 months after the reporting date (current) and more than 12 months after the reporting date (non–current) is
presented in Note 7, Note 12 and Note 23.
Financial assets and financial liabilities are generally reported gross in the statement of financial position except when IFRS netting
criteria are met.
Basis of consolidation
The Financial Statements comprise the financial statements of Kontiki Finance Limited ('the Company') and its Subsidiary as at 30 June
2019.
The Subsidiary is fully consolidated from the date of acquisition, being the date on which the Group obtains control, and continue to be
consolidated until the date that such control ceases.
The Financial Statements of the Subsidiary is prepared for the same reporting period as the parent Company, using consistent
accounting policies.
All intra-group balances, income and expenses and unrealised gains and losses resulting from intra-group transactions are eliminated in
full.
Going concern
The financial statements have been prepared on a going concern basis, which contemplates continuity of normal business activities and
the realisation of assets and settlement of liabilities in the ordinary course of business.
2.1. Significant accounting judgments, estimates and assumptions
The preparation of the Company and the Group's financial statements requires management to make judgments, estimates and
assumptions that affect the reported amounts of revenue, expenses, assets and liabilities, and the disclosure of contingent liabilities at
the reporting date. However, uncertainty about these assumptions and estimates could result in outcomes that could require a material
adjustment to the carrying amount of the asset or liability affected in the future.
Estimations and assumptions
The key assumptions concerning the future and other key sources of estimation uncertainty at the statement of financial position date that
have a significant task of causing a material adjustment to the carrying amount of assets and liabilities within the next financial period are
discussed in the next page:
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KONTIKI FINANCE LIMITED and its Subsidiary
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS continued
FOR THE YEAR ENDED 30 JUNE 2019
2.1. Significant accounting judgments, estimates and assumptions continued
Estimations and assumptions - continued
Impairment losses on financial assets (Policy applicable after 1 July 2018)
The measurement of impairment losses both under IFRS 9 and IAS 39 across all categories of financial assets in scope requires
judgement, in particular, assessment of significant increase in credit risk, measurement of lifetime expected credit losses and forwardlooking assumptions. These estimates are driven by a number of factors, changes in which can result in different levels of allowances.
The Group’s expected credit loss (ECL) calculations are outputs of complex models with a number of underlying assumptions regarding
the choice of variable inputs and their interdependencies. Elements of the ECL model that are considered accounting judgements and
estimates include:
•

The Group’s criteria for assessing if there has been a significant increase in credit risk (SICR), in which case allowances for financial
assets should be measured on a lifetime expected credit loss (LTECL) basis;

•

The segmentation of financial assets when their ECL is assessed on a collective basis;

•

Development of ECL models, including the various formulas and the choice of inputs; and

•

Determination of economic inputs, such as GDP, and their effect on probability of default (PD), exposure at default (EAD) and loss
given default (LGD).

It has been the Group’s policy to regularly review its models in the context of actual loss experience and adjust when necessary.
Impairment losses on financial assets (Policy applicable before 1 July 2018)
The Company and the Group reviews its problem loans and advances at each reporting date to assess whether an allowance for
impairment should be recorded in the income statement. In particular, judgment by management is required in the estimation of the
amount and timing of the impairment provision for loans and advances. Such estimates are based on assumptions about a number of
factors and actual results may differ, resulting in future changes to the allowance.
In addition to specific allowances against individually significant loans and advances, the Company and the Group also makes collective
impairment allowances against exposures which, although not specifically identified as requiring a specific allowance, have a greater risk
of default than when originally granted. This takes into consideration factors such as the historical loss experience of loans with similar
credit risk characteristics, specific industry trends, loss ratio over different loan types, and arrears analysis.
Measurement of insurance liabilities
The insurance liability is subject to a liability adequacy test, to determine whether the liability is sufficient to meet future claims and
administration costs for the remaining term of the current policies. The basis of the assessment requires judgement on future claims and
future administrations costs in relation to gross unearned premiums. The measurement of insurance liabilities thus requires judgement, in
particular estimates of the timing of the cash flows.
2.2. Summary of significant accounting policies
a)

Foreign currencies
The financial statements are presented in Fiji dollars (FJD), which is the Company and the Group's functional and presentation
currency. Transactions in foreign currencies are initially recorded at the functional currency rate ruling at the date of the transaction.
Monetary assets and liabilities denominated in foreign currencies are retranslated at the functional currency rate of exchange ruling
at the balance date.
All differences are taken to the statement of profit or loss and other comprehensive income. Non-monetary items that are measured
in terms of historical cost in a foreign currency are translated using the exchange rates as at the dates of the initial transaction. Nonmonetary items measured at fair value in a foreign currency are translated using the exchange rates when the fair value is
determined.
On consolidation, the assets and liabilities of foreign operations are translated at the exchange rate prevailing at the reporting date
and their income statements are translated at exchange rates prevailing at the dates of the transactions. The exchange differences
arising on translation for consolidation are recognised in other comprehensive income.

b) Plant and equipment
Plant and equipment is stated at cost less accumulated depreciation and accumulated impairment losses. Such costs include the
cost of replacing part of the plant and equipment when that cost is incurred, if the recognition criteria is met. Likewise, when a major
inspection is performed, its cost is recognised in the carrying amount of the plant and equipment as a replacement if the recognition
criteria are satisfied. All other repair and maintenance costs are recognised in the statement of profit or loss and other
comprehensive income as incurred.
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KONTIKI FINANCE LIMITED and its Subsidiary
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS continued
FOR THE YEAR ENDED 30 JUNE 2019
2.2. Summary of significant accounting policies continued
b) Plant and equipment - continued
Depreciation is calculated on a straight line basis over the useful life of the asset as follows:
Rate
20%
20%
20%

Office equipment
Furniture & fittings
Motor vehicles

An item of plant and equipment is derecognised upon disposal or when no future economic benefits are expected from its use or
disposal. Any gain or loss arising on derecognition of the asset (calculated as the difference between the net disposal proceeds and
the carrying amount of the asset) is included in the statement of profit or loss and other comprehensive income in the year the asset
is recognised.
The asset's residual values, useful lives and methods of depreciation are reviewed, and adjusted if appropriate, at each financial
year end.
c) Financial instruments
Policy applicable from 1 July 2018
Recognition and initial measurement
The Group recognises a financial asset or a financial liability in its statement of financial position when, and only when, the Group
becomes party to the contractual provisions of the instrument.
Except for loans and advances that do not have a significant financing component, at initial recognition, the Group measures a
financial asset or financial liability at its fair value plus or minus, in the case of a financial asset or financial liability not at fair value
through profit or loss, transaction costs that are directly attributable to the acquisition or issue of the financial asset or financial
liability.
From 1 July 2018, the Group only measures Cash and cash equivalents, Due to customers of financial assets, Receivables from
customers and Non-listed financial assets and liabilities at amortised cost.
Classification and subsequent measurement of financial assets
On initial recognition, a financial asset is classified and measured at amortised cost; fair value through other comprehensive income
(FVOCI) – debt investments, fair value through other comprehensive income – equity investments, or fair value through profit or loss
(FVPL).
Financial assets are not reclassified subsequent to their initial recognition unless the Group changes its business model for
managing financial assets, in which case all affected financial assets are reclassified on the first day of the first reporting period
following the change in the business model.
A financial asset is measured at amortised cost if it meets both of the following conditions and is not designated as at fair value
through profit or loss:
• it is held within a business model whose objective is to hold assets to collect contractual cash flows (business model assessment);
and
• its contractual terms give rise on specified dates to cash flows that are solely payments of principal and interest (SPPI test) on the
principal amount outstanding.
Financial assets measured at amortised cost are subsequently measured at amortised cost using the effective interest method. The
amortised cost is reduced by impairment losses. Interest income, foreign exchange gains and losses and impairment are recognised
in profit or loss. Any gain or loss on derecognition is recognised in profit or loss.
A debt investment is measured at fair value through other comprehensive income if it meets both of the following conditions and is
not designated as at fair value through profit or loss:
• it is held within a business model whose objective is achieved by both collecting contractual cash flows and selling financial assets;
and
• its contractual terms give rise on specified dates to cash flows that are solely payments of principal and interest on the principal
amount outstanding.
Debt instruments at fair value through other comprehensive income are subsequently measured at fair value. Interest income
calculated using the effective interest method, foreign exchange gains and losses and impairment are recognised in profit or loss.
Other net gains and losses are recognised in other comprehensive income. On derecognition, gains and losses accumulated in
other comprehensive income are reclassified to profit or loss.
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KONTIKI FINANCE LIMITED and its Subsidiary
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS continued
FOR THE YEAR ENDED 30 JUNE 2019
2.2. Summary of significant accounting policies - continued
c) Financial instruments - continued
Policy applicable from 1 July 2018 - continued
Classification and subsequent measurement of financial assets - continued
Equity investments measured at fair value through other comprehensive income are subsequently measured at fair value. Dividends
are recognised as income in profit or loss unless the dividend clearly represents a recovery of part of the cost of the investment.
Other net gains and losses are recognised in other comprehensive income and are never reclassified to profit or loss.
On initial recognition of an equity investment that is not held for trading, the Group may irrevocably elect to present subsequent
changes in the investment’s fair value in other comprehensive income. This election is made on an investment-by-investment basis.

All financial assets not classified as measured at amortised cost or fair value through other comprehensive income as described
above are measured at fair value through profit or loss. On initial recognition, the Group may irrevocably designate a financial asset
that otherwise meets the requirements to be measured at amortised cost or at fair value through other comprehensive income as at
fair value through profit or loss if doing so eliminates or significantly reduces an accounting mismatch that would otherwise arise.

Financial assets at fair value through profit or loss are subsequently measured at fair value. Net gains and losses, including any
interest or dividend income, are recognised in profit or loss.
Business model assessment
Business model assessment involves determining how financial assets are managed in order to generate cash flows. The objective
of the business model is to hold assets and collect contractual cash flows. Any sales of the asset are incidental to the objective of the
model. The contractual cash flow characteristics assessment involves assessing the contractual features of an instrument to
determine if they give rise to cash flows that are consistent with a basic lending arrangement.
The SPPI test
Contractual cash flows are consistent with a basic lending arrangement if they represent cash flows that are solely payments of
principal and interest on the principal amount outstanding (SPPI). Principal is defined as the fair value of the instrument at initial
recognition. Principal may change over the life of the instrument due to repayments or amortization of premium/discount. Interest is
defined as the consideration for the time value of money and the credit risk associated with the principal amount outstanding and for
other basic lending risks and costs, and a profit margin. If the Group identifies any contractual features that could significantly modify
the cash flows of the instrument such that they are no longer consistent with a basic lending arrangement, the related financial asset
is classified and measured at FVTPL.
Classification and subsequent measurement of financial liabilities
After initial measurement, debt issued and other borrowed funds are subsequently measured at amortised cost. Amortised cost is
calculated by taking into account any discount or premium on issued funds, and costs that are an integral part of the effective
interest rate (EIR). A compound financial instrument which contains both a liability and an equity component is separated at the
issue date. The Group classifies all financial liabilities as subsequently measured at amortised cost.
Deposits are accounted for at amortised cost. Interest on deposits, calculated using the effective interest rate method, is recognised
as interest expense. Interest on borrowings is recognised using the effective interest rate method as interest expense.
Derecognition of financial assets
Derecognition due to substantial modification of terms and conditions
The Group derecognises a financial asset, such as a loan to a customer, when the terms and conditions have been renegotiated to
the extent that, substantially, it becomes a new loan, with the difference recognised as a derecognition gain or loss, to the extent that
an impairment loss has not already been recorded. The newly recognised loans are classified as Stage 1 for ECL measurement
purposes.
Derecognition other than for substantial modification
The Group derecognises a financial asset when the contractual rights to the cash flows from the financial asset expire, or it transfers
the rights to receive the contractual cash flows in a transaction in which substantially all of the risks and rewards of ownership of the
financial asset are transferred or in which the Group neither transfers nor retains substantially all of the risks and rewards of
ownership and it does not retain control of the financial asset.
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KONTIKI FINANCE LIMITED and its Subsidiary
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS continued
FOR THE YEAR ENDED 30 JUNE 2019
2.2. Summary of significant accounting policies - continued
c) Financial instruments - continued
Policy applicable from 1 July 2018 - continued
Modifications of financial assets
If the terms of a financial asset are modified, the Group evaluates whether the cash flows of the modified asset are substantially
different. If the cash flows are substantially different, then the contractual rights to cash flows from the original financial asset are
deemed to have expired. In this case, the original financial asset is derecognised and a new financial asset is recognised at fair
value.
If the cash flows of the modified asset carried at amortised cost are not substantially different, then the modification does not result
in derecognition of the financial asset. In this case, the Group recalculates the gross carrying amount of the financial asset and
recognises the amount arising from adjusting the gross carrying amount as a modification gain or loss in profit or loss. If such a
modification is carried out because of financial difficulties of the borrower, then the gain or loss is presented together with impairment
losses. In other cases, it is presented as interest income.
Derecognition of financial liabilities
A financial liability is derecognised when the obligation under the liability is discharged, cancelled or expires. If an existing financial
liability is replaced by another from the same counter-party on substantially different terms, or the terms of the existing liability are
substantially modified, such an exchange or modification is treated as a derecognition of the original liability and the recognition of a
new liability at fair value. The difference in the respective carrying amount of the existing liability and the new liability is recognised as
a gain/loss in the statement of profit or loss and other comprehensive income.
Policies applicable before 1 July 2018
Initial recognition of financial instruments
The classification of financial instruments at initial recognition depends on the purpose for which the financial instruments were
acquired and their characteristics. All financial instruments are measured initially at their fair value plus, in the case of financial
assets and financial liabilities not at fair value through profit and loss, any directly attributable incremental costs of acquisition or
issue.
Held to maturity financial investments
Held-to-maturity financial investments are those which carry fixed or determinable payments and have fixed maturities and which the
Company and the Group has the intention and the ability to hold to maturity. After initial measurement, held-to-maturity financial
investments are subsequently measured at amortised cost using the effective interest rate method, less allowance for impairment.
Amortised cost is calculated by taking into account any discount or premium on acquisition and fees that are an integral part of the
effective interest rate. Amortisation is included as 'Interest income' in the income statement. The losses arising from impairment of
such investment are recognised in the income statement line 'Impairment losses on financial investments'.
Loans and advances to customers
Loans and advances to customers are financial assets with fixed or determinable payments and fixed maturities that are not quoted
in an active market. They are not entered into with the intention of immediate or short term resale and are not classified as 'Financial
assets held for trading', designated as 'Financial investment - available for sale' or 'Financial assets designated at fair value through
profit or loss'. After initial measurement, amounts due from banks and loans and advances to customers are subsequently measured
at amortised cost using the effective interest rate method, less allowance for impairment. Amortised cost is calculated by taking into
account any discount or premium on acquisition and fees that are an integral part of the effective interest rate. The amortisation is
included in 'Interest income' in the income statement. The losses arising from impairment are recognised in the income statement in
'Movements in expected credit loss/allowance for impairment'.
Debt issued/dues to customers and other borrowed funds
Issued financial instruments or their components, which are not designated at fair value through profit or loss, are classified as
liabilities under 'debt issued and other borrowed funds' or 'dues to customers', where the substance of the contractual arrangement
results in the Company and Group having an obligation either to deliver cash or another financial asset for a fixed number of own
equity shares. The components of compound financial instruments, that contain both liability and equity elements, are accounted for
separately, with the equity component being assigned the residual amount after deducting from the instruments as a whole the
amount separately determined as the fair value of the liability component on the date of issue.
After initial recognition, debt issued and other borrowings are subsequently measured at amortised cost using the effective interest
rate method.
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KONTIKI FINANCE LIMITED and its Subsidiary
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS continued
FOR THE YEAR ENDED 30 JUNE 2019
2.2. Summary of significant accounting policies - continued
c) Financial instruments - continued
Policies applicable before 1 July 2018 - continued
Financial liabilities
Interest bearing loans and borrowings
All loans and borrowings are initially recognised at fair value less directly attributable transaction costs, and have not been
designated as at fair value through the statement of profit or loss and other comprehensive income.
After initial recognition, interest bearing loans and borrowings are subsequently measured at amortised cost using the effective
interest method.
Gains and losses are recognised on the statement of profit or loss and other comprehensive income when the liabilities are
derecognised as well as through the amortisation process.
Financial liabilities at fair value through profit or loss
Financial liabilities at fair value through the statement of profit or loss and other comprehensive income includes financial liabilities
held for trading and financial liabilities designated upon initial recognition as at fair value through the statement of profit or loss and
other comprehensive income.
Financial liabilities are classified as held for trading if they are acquired for the purpose of selling in the near term. Gains or losses on
liabilities held for trading are recognised on the statement of profit or loss and other comprehensive income.
d) Impairment of financial assets
Policy applicable from 1 July 2018
Measurement of Expected Credit Loss (ECL)
As described in Note 2.1 and Note 28, the adoption of IFRS 9 has fundamentally changed the Group’s loan loss impairment method
by replacing IAS 39’s incurred loss approach with a forward-looking ECL approach. From 1 July 2018, the Group has been recording
the allowance for expected credit losses for all loans and other debt financial assets not held at FVPL, together with loan
commitments, in this section all referred to as ‘financial instruments’. Equity instruments are not subject to impairment under IFRS 9.

The ECL allowance is based on the credit losses expected to arise over the life of the asset (the lifetime expected credit loss or
LTECL), unless there has been no significant increase in credit risk since origination, in which case, the allowance is based on the
12 months’ expected credit loss (12mECL). The Group’s policies for determining if there has been a significant increase in credit risk
are set out in this note.
The 12mECL is the portion of LTECLs that represent the ECLs that result from default events on a financial instrument that are
possible within the 12 months after the reporting date.
LTECLs and 12mECLs are calculated on a collective basis for both the secured and unsecured portfolios. The Group’s policy for
grouping financial assets measured on a collective basis is explained in this note.
The Group uses an expected credit loss approach as required under IFRS 9 to measure allowance for credit losses.
This impairment model measures credit loss allowances for financial assets using a three-stage approach based on the extent of
credit deterioration since origination:
• Stage 1 – 12 month ECL applies to all financial assets that have not experienced a significant increase in credit risk (SICR) since
origination and are not credit impaired. Stage 1 financial assets also include financial assets where the credit risk has improved,
and the asset has been reclassified from Stage 2. The ECL is computed using a 12 month probability of default (PD) and the
estimated loss given default (LGD).
• Stage 2 – When a financial asset experiences a SICR subsequent to origination, but is not credit impaired, it is considered to be in
Stage 2. This Stage also includes assets where the credit risk has improved, and the financial instrument has been reclassified
from Stage 3. The ECL is computed using the lifetime PD that represents the probability of default occurring over the remaining
estimated life of the financial asset, and the estimated LGD.
• Stage 3 – Financial assets considered credit impaired are included in this stage. Similar to Stage 2, the credit loss allowance
continues to be based on the LTECL. The ECL is computed using a 100% PD and the estimated LGD.
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KONTIKI FINANCE LIMITED and its Subsidiary
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS continued
FOR THE YEAR ENDED 30 JUNE 2019
2.2. Summary of significant accounting policies continued
d) Impairment of financial assets - continued
Policy applicable from 1 July 2018 - continued
Measurement of expected credit loss - continued
Calculation of expected credit loss
The ECL is calculated by measuring expected cash shortfalls, discounted by the EIR. A cash shortfall is the difference between the
cash flows that are due to an entity in accordance with the contract and the cash flows that the entity expects to receive.
The key elements of the ECL calculation are outlined below:
• PD – The probability of default is an estimate of the likelihood of default over a given time horizon. A default may only happen at a
certain time over the remaining estimated life, if the facility has not been previously derecognised and is still in the portfolio.
• EAD – The exposure at default is an estimate of the exposure at a future default date, taking into account expected changes in the
exposure after the reporting date, including repayments of principal and interest, whether scheduled by contract or otherwise,
expected draw-downs on committed facilities, and accrued interest from missed payments.
• LGD – The loss given default is an estimate of the loss arising in the case where a default occurs at a given time. It is based on
the difference between the contractual cash flows due and those that the Group would expect to receive, including from the
realisation of any collateral. It is usually expressed as a percentage of the EAD.
The mechanics of the ECL method are summarised below:
• Stage 1 – The 12mECL is calculated as the portion of LTECL that represents the ECL that results from default events on a
financial asset that are possible within the 12 months after the reporting date. The 12mECL allowance is calculated based on the
expectation of a default occurring in the 12 months following the reporting date. These expected 12-month default probabilities are
applied to a forecast EAD and multiplied by the expected LGD and discounted by the original EIR.
• Stage 2 – When a financial asset has shown a significant increase in credit risk since origination the allowance is credit loss
allowance is calculated using the LTECL. The mechanics are similar to those explained above, but PDs and LGDs are estimated
over the lifetime of the instrument. The expected cash shortfalls are discounted by an approximation to the original EIR.

• Stage 3 – For financial assets considered credit-impaired, the lifetime expected credit losses is used for these loans. The method
is similar to that for Stage 2 assets with the PD set at 100%.
Forward-looking information
The Group includes prospective information (such as GDP growth, inflation and tourist arrivals) in determining its expected credit
loss. This information is sourced from publicly-available economic data and forecasts. The inputs and models used for calculating
expected credit losses may not always capture all characteristics of the market at the date of the financial statements. To reflect this,
qualitative adjustments or overlays may be made as temporary adjustments using expert credit judgment.
Assessment of significant increase in credit risk (SICR)
The Group assesses whether there has been a significant increase in credit risk for exposures since initial recognition by comparing
the risk of default occurring over the expected life of the loan. The assessment considers borrower-specific quantitative and
qualitative information without consideration of collateral, and the impact of forward-looking macroeconomic factors.
The common assessments for SICR include macroeconomic outlook, management judgement, and delinquency and monitoring.
Forward-looking macroeconomic factors are a key component of the macroeconomic outlook. The importance and relevance of each
specific macroeconomic factor depends on factors such as the type of product and the characteristics of the financial instruments.
With regards to delinquency and monitoring, there is a rebuttable presumption that the credit risk of the loan has increased since
initial recognition when contractual payments are more than 30 days overdue. In addition, an account is considered to have
experienced a SICR when it has been extended by more than 3 months. The account is then reclassified from Stage 1 to Stage 2.
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KONTIKI FINANCE LIMITED and its Subsidiary
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS continued
FOR THE YEAR ENDED 30 JUNE 2019
2.2. Summary of significant accounting policies continued
d) Impairment of financial assets - continued
Policy applicable from 1 July 2018 - continued
Measurement of expected credit loss - continued
Expected life
When measuring expected credit loss, the Group considers the maximum contractual period over which the Group is exposed to
credit risk. All contractual terms are considered when determining the expected life, including prepayment, and extension and
rollover options. For revolving credit facilities, the expected life is estimated based on the period over which the Group is exposed to
credit risk and how the credit losses are mitigated by management actions.
Presentation of allowance for credit losses in the statement of financial position:
• Financial assets measured at amortised cost: as a deduction from the gross carrying amount of the financial assets. Refer to Note
2.2. c) for a list of financial assets measured at amortised cost.
Definition of default
The Group considers a financial instrument to be in default as a result of one or more loss events that occurred after the date of
initial recognition of the instrument and the loss event has a negative impact on the estimated future cash flows of the instrument that
can be reliably estimated. This includes events that indicate:
• significant financial difficulty of the borrower;
• default or delinquency in interest or principal payments;
• high probability of the borrower entering a phase of bankruptcy or a financial reorganisation; and
• measurable decrease in the estimated future cash flows from the loan or the underlying assets that back the loan.
The Group considers that default has occurred and classifies the financial asset as impaired when it is more than 90 days past due.

The Group holds collateral for secured loans and may sell the collateral in the absence of default by the loan account holder. For the
purposes of ECL calculations, the Group has taken the fair value of these collaterals to be $nil and not included the fair value of the
collaterals held in the calculation of ECL.
Write-off policy
The Group writes off an impaired financial asset (and the related impairment allowance), either partially or in full, when there is no
realistic prospect of recovery. Where financial assets are secured, write-off is generally after receipt of any proceeds from the
realisation of security. In circumstances where the net realisable value of any collateral has been determined and there is no
reasonable expectation of further recovery, write-off may be earlier. In subsequent periods, any recoveries of amounts previously
written off are disclosed as other income in the statement of profit or loss and other comprehensive income.
Policies applicable before 1 July 2018
The Group assesses at each statement of financial position whether there is any objective evidence that a financial asset or a group
of financial assets is impaired. A financial asset or a group of financial assets is deemed to be impaired if, and only if, there is
objective evidence of impairment as a result of one or more events that has occurred after the initial recognition of the asset (an
incurred 'loss event') and that loss event (or events) has an impact on the estimated future cash flows of the financial asset or the
group of financial assets that can be reliably estimated. Evidence of impairment may include indications that the borrower or a group
of borrowers is experiencing significant financial difficulty, default or delinquency in interest or principal payments, the probability that
they will enter bankruptcy or other financial reorganisation and where observable data indicate that there is a measurable decrease
in the estimated future cash flows, such as changes in arrears or economic conditions that correlate with defaults.

Loans and advances to customers
For loans and advances to customers carried at amortised cost, the Group first assesses individually whether objective evidence of
impairment exists individually for financial assets that are individually significant, or collectively for financial assets that are not
individually significant. If the Group determines that no objective evidence of impairment exists for an individually assessed financial
asset, whether significant or not, to include the asset in a Group of financial assets with similar credit risk characteristics and
collectively assesses them for impairment. Assets that are individually assessed for impairment and for which an impairment loss is,
or continues to be, recognised are not included in a collective assessment of impairment.
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d) Impairment of financial assets - continued
Policy applicable before 1 July 2018 - continued
Loans and advances to customers - continued
If there is objective evidence that an impairment loss has been incurred, the amount of the loss is measured as the difference
between the asset's carrying amount and the present value of estimated future cash flows (excluding future expected credit losses
that have not been incurred). The carrying amount of the asset is reduced through the use of an allowance account and the amount
of the loss is recognised in the income statement. Interest income continues to be accrued on the reduced carrying amount based on
the original effective interest rate of the asset. Loans together with the associated allowance are written off when there is no realistic
prospect of future recovery and all collateral has been realised. If, in a subsequent period, the amount of the estimated impairment
loss increases or decreases because of an event occurring after the impairment was recognised, the previously recognised
impairment loss is increased or reduced by adjusting the allowance account. If a write-off is later recovered, the recovery is credited
to the 'Bad and doubtful debts expense'.
The present value of the estimated future cash flows is discounted at the financial asset’s original effective interest rate. If a loan has
a variable interest rate, the discount rate for measuring any impairment loss is the current effective interest rate. The calculation of
the present value of the estimated future cash flows of a collateralized financial asset reflects the cash flows that may result from
foreclosure less costs for obtaining and selling the collateral, whether or not foreclosure is probable.
For the purpose of a collective evaluation of impairment, financial assets are Grouped on the basis of the Group's internal credit
grading system that considers credit risk characteristics similar to those in the Group. Historical loss experience is adjusted on the
basis of current observable data to reflect the effects of current conditions that did not affect the periods on which the historical loss
experience is based and to remove the effects of conditions in the historical period that do not exist currently. Estimates of changes
in future cash flows reflect, and are directionally consistent with, changes in related observable data from period to period (such as
changes in unemployment rates, property prices, commodity prices, payments status, or other factors that are indicative of incurred
losses in the Group and their magnitude). The methodology and assumptions used for estimating future cash flows are reviewed
regularly to reduce any differences between loss estimates and actual loss experience.
Held -to- maturity financial investments
For held to maturity investments the Group assesses individually whether there is objective evidence of impairment. If there is
objective evidence that an impairment loss has been incurred, the amount of the loss is measured as the difference between the
asset's carrying amount and the present value of estimated future cash flows. The carrying amount of the asset is reduced and the
amount of the loss is recognised in the income statement.
If, in a subsequent period, the amount of the estimated impairment loss decreases because of an event occurring after the
impairment was recognised, any amounts formerly charged are credited to the 'Impairment losses on financial investments'.
e) Cash and cash equivalents
Cash and cash equivalents comprise of cash on hand and cash in banks that are readily convertible to a known amount of cash and
are subject to an insignificant risk of changes in value.
f) Prepayments and other assets
Prepayments and other assets include interest receivable on loans and investments, advance payments and deposits.
In the consolidation process, related party receivables from the Subsidiary such as insurance commission and dividends recorded in
the Company’s book of account are eliminated against corresponding payables recorded in the Subsidiary Company’s general
ledger.
g) Employee entitlements
Provision is made for annual leave estimated to be payable to employees at balance date on the basis of statutory and contractual
requirements.
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h) Leased assets
The determination of whether an arrangement is, or contains a lease is based on the substance of the arrangement at inception date
of whether the fulfilment of the arrangement is dependent on the use of a specific asset or assets or the arrangement conveys a right
to use the asset.
Company as a lessee
Finance leases, which transfer to the Company substantially all the risks and benefits incidental to ownership of the leased item, are
capitalised at the inception of the lease at the fair value of the leased property or, if lower, at the present value of the minimum lease
payments.
Lease payments are apportioned between the finance charges and reduction of the lease liability so as to achieve a constant rate of
interest on the remaining balance of the liability. Finance charges are reflected on the statement of profit or loss and other
comprehensive income. Capitalised leased assets are depreciated over the shorter of the estimated useful life of the asset and the
lease term, if there is no reasonable certainty that the Company will obtain ownership by the end of the lease term.
Operating lease payments are recognised as an expense in the statement of profit or loss and other comprehensive income on a
straight line basis over the lease term.
i) Provisions
Provisions are recognised when the Company has a present obligation (legal or constructive) as a result of a past event, it is
probable that an outflow of resources embodying economic benefits will be required to settle the obligation and reliable estimate can
be made of the amount of the obligation. Where the Company expects a provision to be reimbursed, the reimbursement is
recognised as a separate asset but only when reimbursement is virtually certain. If the effect of time value of money is material,
provisions are determined by discounting the expected future cash flows at a pre-tax rate that reflects current market assessments of
the time value of money and, where appropriate, the risks specific to the liability. Where discounting is used, the increase in the
provision due to the passage of time is recognised as an interest expense.
Provision for claims payable and claims incurred but not reported (IBNR)
Outstanding claims are assessed by reviewing individual claims and making allowance for claims incurred but not reported,
foreseeable events, past experience and industry trends. They are stated in the balance sheet net of any reinsurance or other
recoveries.
Provision is also made for claims IBNR based on foreseeable events, past experience and industry trends. In the current year this
allowance was calculated by reviewing the total Subsidiary exposure on all policies written by the Subsidiary, by the Subsidiary’s
Actuary. The IBNR is determined independently by the Subsidiary’s Actuary Peter Davies B.Bus.Sc., FIA, FNZSA.
j) Unearned premiums
Premium revenue comprises amounts charged to policyholders and excludes taxes collected on behalf of statutory parties. The
earned portion of premium received and receivable is recognised as revenue. Premium revenue is recognised as earned from the
date of attachment of risk, over the period related to the insurance contract in accordance with the pattern of the risk expected under
the contract. The unearned portion or premiums not earned at the reporting date is recognised in the statement of financial position
as unearned premium. The provision for unearned premium is verified by the Subsidiary’s Actuary Peter Davies B.Bus.Sc., FIA,
FNZSA.
k) Deferred acquisition cost and commissions income
The Company earned commission for bringing in insurance business for the Subsidiary Company up until 30 June 2018. The
commission earned by the Company was recognised as income in its book of accounts. However, the related brokerage costs (costs
associated with obtaining and recording insurance business) incurred by the Subsidiary were capitalised and amortised, consistent
with the earning pattern of the related insurance premium for that business. In the consolidation process, the commission income
recorded in the Company’s books were eliminated against the related asset recorded in the Subsidiary Company’s books.
Consequently, the financial result of the Group for 2018 recorded a lower profit balance compared to the Company in the statement
of profit or loss and other comprehensive income despite the Subsidiary and Company recording net profit for the period ended 30
June 2018.
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l) Income tax
Current tax assets and liabilities for the current and prior years are measured at the amount expected to be recovered from, or paid
to, the taxation authorities. The tax rates and tax laws used to compute the amount are those that are enacted, or substantively
enacted, by the reporting date in the countries where the Group operates and generates taxable income.
Current income tax relating to items recognised directly in equity or other comprehensive income is recognised in equity or other
comprehensive income respectively. Management periodically evaluates positions taken in the tax returns with respect to situations
in which applicable tax regulations are subject to interpretation and establishes provisions where appropriate. Detailed disclosures
are provided in Note 5.
Deferred income tax is provided, using the liability method, on all temporary differences at the balance date between the tax bases of
assets and liabilities and their carrying amounts for financial reporting purposes. Deferred income tax liabilities are recognised for all
taxable temporary differences:
• except where the deferred income tax liability arises from goodwill amortisation or the initial recognition of an asset or liability in a
transaction that is not a business combination and, at the time of the transaction, affects neither the accounting profit nor taxable
profit or loss; and
• in respect of taxable temporary differences associated with investments in subsidiaries, associates and interest in joint ventures,
except where the timing of the reversal of the temporary difference can be controlled and it is probable that the temporary
difference will not reverse in the foreseeable future.
Deferred income tax assets are recognised for all deductible temporary differences, carry-forward of any unused tax assets and
unused tax losses, to the extent that it is probable that taxable profit will be available against which the deductible temporary
differences, carry-forward of unused tax assets and unused tax losses can be utilised:
• except where the deferred income tax asset relating to the deductible temporary difference arises from the initial recognition of an
asset or liability in a transaction that is not a business combination and, at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss; and
• in respect of deductible temporary differences associated with investments in subsidiaries, associates and interests in joint
ventures, deferred tax assets are only recognised to the extent that it is probable that the temporary differences will reverse in the
foreseeable future and taxable profit will be available against which the temporary difference can be utilised.
The carrying amount of deferred income tax assets is reviewed at each balance date and reduced to the extent that it is no longer
probable that sufficient taxable profit will be available to allow all or part of the deferred income tax asset to be utilised.
Deferred income tax assets and liabilities are measured at tax rates that are expected to apply to the period when the asset is
realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted at the balance
date.
Income tax for the Subsidiary Company
In the Republic of Vanuatu, no income taxes of any kind are payable.
m) 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 any accumulated impairment losses. Internally generated intangible assets,
excluding capitalised development costs, are not capitalised and expenditure is reflected in the statement of profit or loss and other
comprehensive income in the year in which the expenditure is incurred.
The useful lives of intangible assets for the Group are assessed to be finite.
Intangible assets with finite lives are amortised over the useful economic life 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 is renewed at least at each financial year end. Changes in the expected useful life or expected pattern of
consumption in future economic benefits embodied in the asset is accounted by changing 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 the statement of profit and loss and other comprehensive income in the expense category consistent with the function
of the intangible assets.
Gain or losses arising from the 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 the statement of profit and loss and other comprehensive
income when the asset is derecognised.
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n) Trade and other payables
Liabilities for trade creditors and other amounts are carried at cost (inclusive of VAT where applicable) which is the fair value of the
consideration to be paid in the future for goods and services received whether or not billed to the entity. Amounts payable that have
been denominated in foreign currencies have been translated to local currency using the rates of exchange ruling at the end of the
financial period.
o) Revenue recognition
Interest income and expense
Net interest income comprises interest income and interest expense calculated using the effective interest method. Refer to Note 3.1
and Note 4.1.
In its interest income/expense calculated using the effective interest method, the Group only includes interest on those financial
instruments that are set out in Note 7, Note 8 and Note 12.
Other interest income/expense includes all financial assets/liabilities measured at FVPL, other than those held for trading, using the
contractual interest rate.
Interest income/expense on all trading financial assets/liabilities is recognised as a part of the fair value change in Net trading
income.
The Group calculates interest income on financial assets, other than those considered credit-impaired, by applying the EIR to the
gross carrying amount of the financial asset.
Fee and commission income
The Group and Company earns fee and commission income from a range of financial services it provides to its customers. Fee and
commission income is recognised at an amount that reflects the consideration to which the Group and Company expects to be
entitled in exchange for providing the services.
The performance obligations, as well as the timing of their satisfaction, are identified, and determined, at the inception of the
contract.
Insurance administrative fee
Insurance administrative fee is brought to account on an earned basis.
Underwriting activities
Revenue from underwriting activities includes revenue derived from premiums and commissions received. Revenue from
underwriting activities is recognised on completion of each month's activities.
p) Impairment of non-financials assets
The Group assesses at each reporting date, or more frequently if events or changes and circumstances indicate that the carrying
value of a non financial asset may be impaired. If any such indication exists, or when annual impairment testing for an asset is
required, the Group makes an estimate of the asset's recoverable amount. Where the carrying amount of an asset (or cash
generating unit) exceeds its recoverable amount, the asset (or cash generating unit) is considered impaired and is written down to its
recoverable amount.

28

KONTIKI FINANCE LIMITED and its Subsidiary
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS continued
FOR THE YEAR ENDED 30 JUNE 2019
2.2. Summary of significant accounting policies continued
p) Impairment of non-financials assets (continued)
For assets an assignment is made at each reporting date as to whether there is any indication that previously recognised impairment
losses may no longer exist or may have decreased. If such indication exists, the Group makes an estimate of the recoverable
amount. A previously recognised impairment loss is reversed only if there has been a change in the estimates used to determine the
asset's recoverable amount since the last impairment loss was recognised. If that is the case the carrying amount of the asset is
increased to its recoverable amount.
q) Comparative figures
Comparative figures have been amended where necessary, for changes in presentation in the current year.
r) Earnings per share
Basic earnings per share is determined by dividing net profit after income tax attributable to shareholders of the Group, excluding
any costs of servicing equity other than ordinary shares, by the number of ordinary shares outstanding at the end of the financial
year, adjusted for bonus elements in ordinary shares issued during the year. Refer to Note 20.
s) Dividends
Dividends are recorded in the Group's financial statements in the year in which the directors approve them.
t) Segment information
A business segment is a group of assets and operations engaged in providing products or services that are subject to risks and
returns that are different from those of other business segments. A geographical segment is engaged in providing products and
services within a particular economic environment that are subject to risks and returns that are different from those of segments
operating in other economic environment.
(a) Geographical segment
The Company operates predominantly in Fiji and the Subsidiary operates in Vanuatu, therefore two geographical areas for
reporting purposes. Refer to Note 29(a).
(b) Business segment
The Company and the Group operates predominantly in the financial services industry. Refer to Note 29(b).
u) Determination of fair values
In order to show how fair values have been derived, financial instruments are classified based on a hierarchy of valuation
techniques, as summarised below:
• Level 1 financial instruments − Those where the inputs used in the valuation are unadjusted quoted prices from active markets for
identical assets or liabilities that the Group has access to at the measurement date. The Group considers markets as active only if
there are sufficient trading activities with regards to the volume and liquidity of the identical assets or liabilities and when there are
binding and exercisable price quotes available on the balance sheet date.
• Level 2 financial instruments − Those where the inputs that are used for valuation and are significant, are derived from directly or
indirectly observable market data available over the entire period of the instrument’s life. Such inputs include quoted prices for
similar assets or liabilities in active markets, quoted prices for identical instruments in inactive markets and observable inputs other
than quoted prices such as interest rates and yield curves, implied volatilities, and credit spreads. In addition, adjustments may be
required for the condition or location of the asset or the extent to which it relates to items that are comparable to the valued
instrument. However, if such adjustments are based on unobservable inputs which are significant to the entire measurement, the
Group will classify the instruments as Level 3.
• Level 3 financial instruments − Those that include one or more unobservable input that is significant to the measurement as whole.
Level 1 hierarchy of valuation is most applicable to the Group. Refer to Note 9 for details of hierarchy for valuation of financial assets
at fair value through profit or loss.
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Group
3. REVENUE
3.1 Interest revenue calculated using the effective interest method
Debt financial assets at amortised cost
Receivables from customers

3.2 Fee and Commission Income
Fees and charges
Insurance commission

3.3 Net Trading Income
Unrealised gains on financial assets
Dividend income
Bad debts recovered

4. EXPENSES

Company

2019

2018

2019

2018

$

$

$

$

3,016,017
31,065,053
34,081,070

1,401,108
22,193,137
23,594,245

2,719,597
31,065,053
33,784,650

1,342,453
22,193,137
23,535,590

168,635
168,635

175,612
175,612

168,635
168,635

175,612
770,681
946,293

292,737
38,238
98,661
429,636

56,339
25,282
45,035
126,656

98,661
98,661

45,035
45,035

$

$

$

$

Included in expenses are:
4.1 Interest expense calculated using the effective interest method
Term deposits

9,345,754

6,235,399

9,345,754

6,217,719

6,713,266
684,195
72,317
446,662
7,916,440

4,824,081
493,063
48,403
440,750
5,806,297

6,713,266
684,195
72,317
446,662
7,916,440

4,824,081
493,063
48,403
440,750
5,806,297

77,300
55,165
25,242
241,867
400,135
4,251,587
5,051,296

77,680
48,680
20,618
180,408
315,681
2,742,610
3,385,677

73,880
40,058
23,998
241,867
400,135
3,770,497
4,550,434

73,720
35,480
20,009
180,408
315,681
2,032,362
2,657,660

4.2 Personnel Expenses
Salaries and wages
FNPF employer contribution
FNU Levy
Others
4.3 Other operating expenses
Accounting fees
Auditors remuneration
Bank charges
Directors fees and allowances
Office lease rental
Other operating expenses

5. INCOME TAX EXPENSE

$

$

$

$

A reconciliation between income tax expense and the product of accounting profit multiplied by the tax rate for the year ended 30 June
are as follows:
Accounting profit before income tax
Prima facie income tax on the operating profit*
Interest income exempted
Other incomes exempted
Change in tax rate
Non-deductible expense

10,568,208

6,867,549

8,912,899

7,251,538

1,056,821

1,373,510

891,290

1,450,308

128,591

284,730
16,203

51,793

1,502,101

1,192,223

1,502,101

(165,531)
284,730
16,203

Income tax expense reported in the statement of profit and loss and
other comprehensive income
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5. INCOME TAX EXPENSE - continued
* The Group/Company prima facie income tax was calculated at 10% (2018 : 20%) of Company's operating profit due to the Company
being listed on the South Pacific Stock Exchange (SPX) in July 2018. The subsidiary company in based in the Republic of Vanuatu where
no income taxes of any kind are payable.
Group
2019
$

Company
2018
$

2019
$

2018
$

Deferred income tax asset at 30 June relates to the following:
Allowance for impairment losses
Accelerated depreciation for book purposes
Employee benefit liability

6. CASH AND CASH EQUIVALENTS

424,488
29,953
13,139

511,248
35,188
23,024

424,488
29,953
13,139

511,248
35,188
23,024

467,580

569,460

467,580

569,460

$

$

$

$

Cash and cash equivalents consist of cash on hand and at bank. Cash and cash equivalents included in the Statements of Cash Flows
comprise the following amounts on the Statement of Financial Position:
Cash on hand
Cash at bank
Demand deposits

7. RECEIVABLE FROM CUSTOMERS

3,968
4,215,812
3,781,315

3,468
2,877,808
6,832,929

3,968
4,201,741
3,774,617

3,468
2,866,118
6,794,088

8,001,095

9,714,205

7,980,326

9,663,674

$

Credit contracts
Hire purchase
Insurance premium

117,419,038
13,642,014
95,878
131,156,930
(499,201)
130,657,729
(4,244,894)
126,412,835

Less: interest suspense
Receivables gross carrying value
Less: allowance for ECL/impairment losses
Net receivable from customers

$
85,517,356
16,556,720
1,940,204
104,014,280
(436,551)
103,577,729
(2,556,243)
101,021,486

$
117,419,038
13,642,014
131,061,052
(499,201)
130,561,851
(4,244,894)
126,316,957

$
85,517,356
16,556,720
102,074,076
(436,551)
101,637,525
(2,556,243)
99,081,282

Maturity analysis
Not longer than 3 months
Longer than 3 months but not longer than 12 months
Longer than 12 months but not longer than 5 years
Longer than 5 years

4,274,851

4,956,057

4,178,973

3,015,853

13,309,601

9,965,616

13,309,601

9,965,616

100,100,536

75,618,863

100,100,536

75,618,863

13,471,942

13,473,744

13,471,942

13,473,744

131,156,930

104,014,280

131,061,052

102,074,076

ECL/Impairment allowance for loans and advances to customers
As at 30 June 2019, trade receivables with an initial value of $4,244,894 (2018:$2,556,243) were impaired and provided for. See next
page for the movements in the ECL.
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The following table provides information about the exposure to credit risk and ECL for receivables from customers as at 30 June 2019:

Gross
carrying value
$
109,016,948

30 June 2019
Stage 1

Loss
allowance
$
1,708,629

Expected
weighted
average loss
rate

Credit
Impaired

1.57%

No

Stage 2

18,380,988

1,101,386

5.99%

No

Stage 3

3,758,994

1,434,879

38.17%

Yes

Overall

131,156,930

4,244,894

3.24%

A reconciliation of the allowance for impairment losses for receivables from customers is as follows:

Opening balance as at 1 July 2018 after IFRS 9 initial application
Loss allowance equal to 12m ECL/increase in provisions
Loss allowance equal to lifetime ECL with SICR/(write-off within the provision)
Loss allowance equal to lifetime ECL that are credit impaired/(write back)
Direct write-off

3,400,201
54,127
302,589
487,977
-

Total
allowance for
ECL
$
3,400,201
2,411,670
(1,456,679)
(110,298)
-

Closing balance

4,244,894

4,244,894

Movements in
ECL

30 June 2019

Reconciliation
of Movement
in expected
credit loss
$
2,411,670
(110,298)
178,295
2,479,667

See Note 28 on change in accounting policy for the IFRS 9 transition impact. Total impairment as at 30 June 2018 was $2,556,243 and
after the IFRS 9 transition ($843,958) total impairment as at 1 July 2018 was $3,400,201.

Gross
carrying value

1 July 2018

Loss
allowance

Expected
weighted
average loss
rate

Credit
Impaired
No

Stage 1

$
86,281,874

$
1,654,502

1.92%

Stage 2

14,144,873

798,797

5.65%

No

Stage 3

3,587,533

946,902

26.39%

Yes

Overall

104,014,280

3,400,201

3.27%

See Note 28 on change in accounting policy for the IFRS 9 transition impact. Total impairment as at 30 June 2018 was $2,556,243 and
after the IFRS 9 transition ($843,958) total impairment as at 1 July 2018 was $3,400,201.
Individually
Assessed
Impairment

Collective
impairment

30 June 2018
$
664,068
1,465,076
(874,815)
(27,090)
1,227,239

Opening balance
Increase in provisions
Write-off within the provision
Write back
Direct write-off
Closing balance

$
740,389
588,615
1,329,004

Total
Impairment

Reconciliation
of Movement
in allowance
for impairment
losses
$
$
1,404,457
2,053,691
2,053,691
(874,815)
(27,090)
(27,090)
(20,743)
2,556,243
2,005,858

Collateral security for loans and advances is mainly motor vehicles.
See Note 23 on credit risk of loans and advances, which explains how the Company manages and measures credit quality of loans and
advances that are neither past due nor impaired. Refer Note 28 for reconciliation of IAS 39 calculation for impairment loss and IFRS 9
ECL.
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Group
2019
$

8. DEBT INSTRUMENTS AT AMORTISED COST
Term deposits
Government debt securities - bonds and bills

Company
2018
$

2019
$

2018
$

41,570,000
12,519,000

34,022,154
12,119,000

35,000,000
10,983,000

32,622,154
10,783,000

54,089,000

46,141,154

45,983,000

43,405,154

9. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

Quoted equity shares

$

$

$

877,045

907,930

$
-

-

As at 30 June 2019, the Group had $877,045 of equity shares. The fair value of the equity shares is determined by reference to published
price quotations in an active market. During the year, the Group purchased $222,681 of shares, sold $546,303 of shares and had an
unrealised gain of $292,737.
Set out below is a comparison, by class, of the carrying amounts and fair values of the Group’s financial instruments that are carried at
fair value in the financial statements.
Carrying Amount
30-Jun-19
Quoted equity shares

Level 1

Fair Value
Level 2
Level 3

Total

877,045

877,045

-

-

877,045

907,930

907,930

-

-

907,930

30-Jun-18
Quoted equity shares

10. PREPAYMENTS AND OTHER ASSETS

$

Other debtors
Prepayments
Receivable from related party (Note 22)

$

1,689,905
581,320
2,271,225
$

11. INVESTMENT IN SUBSIDIARY
Shares in Subsidiary Company:
Platinum Insurance Limited

$

1,969,049
332,478
2,301,527
$

-

-

1,546,348
574,220
2,120,568

$
1,933,276
332,477
28,581
2,294,334

$

$

215,000

215,000

The Company holds 100% of the ordinary shares of Platinum Insurance Limited (PIL). The results of PIL have been consolidated in these
financial statements
12. DUE TO CUSTOMERS

$

$

$

$

As at year end, Due to customers is as follows:
Term deposits

159,375,520

135,422,529

159,375,520

135,422,529

Sector concentration
Individual
Private sector business
Public enterprises
Non-profit institution
Non-bank financial institutions
Non-residents

107,107,204
14,720,952
23,072,112
6,559,900
5,290,574
2,624,778
159,375,520

84,285,021
17,450,239
10,804,749
5,874,009
14,547,123
2,461,388
135,422,529

107,107,204
14,720,952
23,072,112
6,559,900
5,290,574
2,624,778
159,375,520

84,285,021
17,450,239
10,804,749
5,874,009
14,547,123
2,461,388
135,422,529

13,790,166
39,960,972
100,998,978
4,625,404
159,375,520

17,441,139
51,587,063
61,994,921
4,399,406
135,422,529

13,790,166
39,960,972
100,998,978
4,625,404
159,375,520

17,441,139
51,587,063
61,994,921
4,399,406
135,422,529

Maturity analysis
Not longer than 3 months
Longer than 3 months and not longer than 12 months
Longer than 12 months and not longer than 5 years
Longer than 5 years
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13. PLANT AND EQUIPMENT
2019
$

Furniture and fittings
Cost:
At 1 July
Additions
Disposals

Company
2018
$

2019
$

2018
$

698,083
103,934
-

315,708
389,419
(7,044)

698,083
103,934
-

315,708
389,419
(7,044)

At 30 June
Depreciation:
At 1 July
Depreciation charge for the year
Disposal
At 30 June

802,017

698,083

802,017

698,083

231,810
151,007
382,817

122,219
114,613
(5,022)
231,810

231,810
151,007
382,817

122,219
114,613
(5,022)
231,810

Net written down value as at 30 June

419,200

466,273

419,200

466,273

1,065,645
363,300
(10,401)
1,418,544

589,306
493,615
(17,276)
1,065,645

1,065,645
363,300
(10,401)
1,418,544

589,306
493,615
(17,276)
1,065,645

374,234
277,183
(2,187)
649,230
769,314

193,127
188,226
(7,119)
374,234
691,411

374,234
277,183
(2,187)
649,230
769,314

193,127
188,226
(7,119)
374,234
691,411

Cost:
At 1 July
Additions
Disposal
At 30 June

629,676
401,250
(58,629)
972,297

328,676
323,000
(22,000)
629,676

629,676
401,250
(58,629)
972,297

328,676
323,000
(22,000)
629,676

Depreciation:
At 1 July
Depreciation charge for the year
Disposal
At 30 June

224,839
182,432
(22,897)
384,374

116,221
114,485
(5,867)
224,839

224,839
182,432
(22,897)
384,374

116,221
114,485
(5,867)
224,839

Net written down value as at 30 June

587,923

404,837

587,923

404,837

1,776,437

1,562,521

1,776,437

1,562,521

Office equipment
Cost:
At 1 July
Additions
Disposal
At 30 June
Depreciation:
At 1 July
Depreciation charge for the year
Disposal
At 30 June
Net written down value as at 30 June
Motor vehicles

Net book value as at 30 June
14. INTANGIBLE ASSETS

$

Cost:
At 1 July
Additions
At 30 June

$

$

$

921,984
385,274
1,307,258

662,738
259,246
921,984

921,984
385,274
1,307,258

662,738
259,246
921,984

Amortisation and impairment:
At 1 July
Amortisation
At 30 June

341,799
236,130
577,929

171,277
170,522
341,799

341,799
236,130
577,929

171,277
170,522
341,799

Net written down value as at 30 June

729,329

580,185

729,329

580,185
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15. TRADE AND OTHER PAYABLES
Trade payables
Payable to related party (Note 22)
Accrued and other liabilities

Company

2019
$

2018
$

2019
$

2018
$

497,559
21,875
1,207,734

453,889
16,042
1,155,807

479,627
174,480
1,235,968

435,015
16,042
1,184,043

1,727,168

1,625,738

1,890,075

1,635,100

Terms and conditions of the above financial liabilities are as follows:
- Trade payables are non-interest bearing and are normally settled as and when due.
16. UNEARNED PREMIUM

$

Opening balance
Gross premiums written
Less premiums cancelled
Less premiums earned

$

$

$

6,233,513
7,779,757
(4,076,479)
(1,574,512)

3,313,993
6,120,528
(2,182,068)
(1,018,940)

-

-

8,362,279

6,233,513

-

-

1,574,512
(45,736)
1,528,776

1,018,940
(26,827)
992,113

-

-

Premiums earned
Reinsurance revenue
Premium income*
*Premium income includes premium earned and net reinsurance revenue.

$

17. PROVISIONS

$

$

$

a) Outstanding claims
At 1 July
(Paid) / Arising during the year
At 30 June

272,240
(190,668)
81,572

24,936
247,304
272,240

-

-

Outstanding claims are based on assessments of all claims received by the Subsidiary prior to finalising the financial statements.
b) Claims incurred but not reported (IBNR)
At 1 July
Loss reserve movement
At 30 June

82,725
168,629
251,354

20,997
61,728
82,725

-

-

Total provisions as at 30 June

332,926

354,965

-

-

$

$

$

$

131,391

115,118

131,391

115,118

$

$

$

$

18. EMPLOYEE BENEFIT LIABILITY
Annual leave
19. SHARE CAPITAL
Issued and paid up capital
Ordinary shares fully paid

12,793,281

10,884,772

12,793,281

10,884,772

During the year, the Company raised share capital totaling to $1,908,509 (2018: $2,984,586). The total number of shares at the end of
the year was 90,859,817.
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20. EARNINGS PER SHARE
Profit attributable to ordinary shares for basic earnings

$

$

$

2019

2018

2019

2018

9,375,985

Weighted average ordinary shares at end of financial year

5,365,448

89,855,720

Basic earnings per share ($)

Company

$

$

0.10

7,720,676

88,851,623
$

21. COMMITMENTS AND CONTINGENT LIABILITIES

0.06

5,749,437

89,855,720
$

0.09

88,851,623
$

$

a) Contingent liabilities
b) Capital commitments

0.06
$

Nil

Nil

1,984,740

1,755,491

Capital expenditure commitment of $1,984,740 is budgeted for the purchase of motor vehicles, IT hardware and software, office
furniture, fittings and equipment.
c) Operating lease commitments contracted for building rentals
Future operating lease rentals not provided for in the financial statements and payable:
Not later than one year
Later than one year but not later than five years
Later than five years

1,105,294
2,972,398
-

468,002
1,133,184
1,073,394

4,077,692

2,674,580

The Company has commercial lease agreements with Tappoo Limited, Khan Investments, Gurbachan Singh, Janty Holdings and
Singh's Investments. The lease agreements are for rental of office space and a warehouse. Rental charges range from $2,180 to
$25,000 VIP per month.
The Group and the Company will be adopting IFRS 16 Leases in the 2020 financial year, which will result in these off-balance sheet
items being recorded in the statement of financial position.
22. RELATED PARTY TRANSACTIONS
(a) Directors
The names of persons who were directors of Kontiki Finance Limited at the date of this report are as follows:
Daryl Tarte (Chairman)
Francis Chung
Glen Craig
Griffon Emose
Litia Niumataiwalu
Barry Whiteside (Appointed 29 October 2018)
Company
(b) Owing to related parties
- Platinum Insurance Limited
- Directors
(c) Owing by related party
- Platinum Insurance Limited

Transaction type

2019
$

2018
$

Insurance premiums
Directors fees

152,605
21,875

Transaction type

$

Insurance Premium Refunds
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-
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22. RELATED PARTY TRANSACTIONS continued
2019
$

(d) Other related party transactions were as follows:
Transaction type
Transaction type

2018
$

Income
- Platinum Insurance Limited

Insurance commission

-

770,681

Expenses
- Platinum Insurance Limited
- Kontiki Stockbroking Pte Limited
- Kontiki Capital Pte Limited
- Compensation of key management personnel

Income refund
Referral and broking fee
Advisory and managerial services
Directors fees and other benefits
Short term employee benefits

578,659
21,188
47,960
241,867
1,477,247

12,965
28,340
180,408
1,789,783

23. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
Risk is inherent in the Group and Company's activities but it is managed through a process of ongoing identification, measurement and
monitoring subject to risk limits and other controls. This process of risk management is critical to the Group and the Company's
profitability and each individual within the Group and Company is accountable for the risk exposures relating to their responsibilities. The
Group and Company is exposed to credit risk, liquidity risk and operational risk in the main. The Asset and Liability Committee (ALCO)
has oversight of liquidity risk, the Board has oversight of credit risk, and the Board Audit Committee has oversight of all other risks.
The main risk arising from the Group's financial statements are credit risk, liquidity risk and operational risk. The Board of Directors
reviews and agrees policies for managing each of these risks which are summarised below.
Credit risk
Credit risk is the risk that the Group and Company will incur a loss because its customers or counterparties fail to discharge their
contractual obligations. The Group and Company manages and controls credit risk by setting limits on the amount of risk it is willing to
accept for individual counterparties and by monitoring exposures in relation to such limits.
Credit risk is managed through credit verification procedures. Loan receivable balances are monitored on an ongoing basis. The credit
quality of customer accounts which are neither past due nor impaired is classified to be good and are expected to be recovered.
The Company has established an account review process to provide early identification of possible changes in the creditworthiness on
customers. The credit quality review process allows the Company to assess the potential loss as a result of the risks to which it is
exposed and take corrective action.
Counterparty limits for liquidity placements are established using credit agency risk ratings.
Group

Cash and cash equivalents
Receivable from customers
Debt financial assets at amortised cost
Prepayments and other assets
Financial assets at fair value through profit or loss
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Company

2019
$

2018
$

2019
$

2018
$

8,001,095
126,412,835
54,089,000
2,271,225
877,045

9,714,205
101,021,486
46,141,154
2,301,527
907,930

7,980,326
126,316,957
45,983,000
2,120,568
-

9,663,674
99,081,282
43,405,154
2,294,334
-

191,651,200

160,086,302

182,400,851

154,444,444
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Impairment assessment
Definition of default and cure
The Group and Company considers a financial instrument defaulted and therefore Stage 3 (credit-impaired) for ECL calculations in all
cases when the borrower becomes 90 days past due on its contractual payments.
As a part of a qualitative assessment of whether a customer is in default, the Group and Company also considers a variety of instances
that may indicate unlikeliness to pay. When such events occur, the Group and Company carefully considers whether the event should
result in treating the customer as defaulted and therefore assessed as Stage 3 for ECL calculations or whether Stage 2 is appropriate.
Such events include:
•

The borrower is in default or near default;

•

The borrower requested emergency funding from the Company;

•

The borrower has past due liabilities to public creditors or employees;

•

The borrower is deceased;

•

A material decrease in the underlying collateral value where the recovery of the loan is expected from the sale of the collateral;

•

A material decrease in the borrower’s turnover or the loss of a major customer;

•

A covenant breach not waived by the Company; and

•

The debtor (or any legal entity within the debtor’s group) filing for bankruptcy application/protection

It is the Group and the Company's policy to consider a financial instrument as ‘cured’ and therefore re-classified out of Stage 3 when
none of the default criteria have been present for at least six consecutive months. The decision whether to classify an asset as Stage 2 or
Stage 1 once cured depends on the updated credit grade, at the time of the cure, and whether this indicates there has been a significant
increase in credit risk compared to initial recognition.
The level of provision maintained varies according to the classification of loans in accordance with the current arrears position of the
accounts. Provisions may be adjusted where there are any known difficulties in the cash flows of the customers, or infringement of the
original terms of the contract.
Information about the Group and the Company's exposure to credit risk and ECL for receivables as at 30 June 2019 is set out in Note 7.
The summary of the Group and the Company's exposure to credit risk is as follow:
Group

Company

2019
Stage 1 - not credit impaired and no SICR*
Stage 2 - SICR but not credit impaired

2018

2019

2018

$
109,016,948

$
86,281,874

$
108,921,070

$
84,341,670
14,144,873

18,380,988

14,144,873

18,380,988

Stage 3 - Credit impaired

3,758,994

3,587,533

3,758,994

3,587,533

Gross Credit Exposure

131,156,930

104,014,280

131,061,052

102,074,076

Less: allowance for ECL/impairment losses
Less: interest suspense
Net Credit Exposure

(4,244,894)

(2,556,243)

(4,244,894)

(499,201)

(436,551)

(499,201)

126,412,835

101,021,486

*Stage 1 for Group includes insurance premium receivable of $95,878 (2018: $1,940,204).
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Credit risk concentration
Credit risk concentration is determined based on the industry for which the loan is given. An analysis of concentrations of credit risk from
loans and advances is shown below:
Group
Company
2019
2018
2019
2018
$
$
$
$
Individual
Professional and business services
Agriculture
Building and construction
Transport, communication and storage

121,262,869
3,044,576
120,228
986,367
5,647,012
131,061,052
95,878
131,156,930

Insurance premium receivable

93,982,430
2,136,119
71,094
121,230
5,763,203
102,074,076
1,940,204
104,014,280

121,262,869
3,044,576
120,228
986,367
5,647,012
131,061,052
131,061,052

93,982,430
2,136,119
71,094
121,230
5,763,203
102,074,076
102,074,076

The principal risk the subsidiary company faces under insurance contracts is that the actual claims and benefit payments or the timing
thereof, differ from expectations. This is influenced by the frequency of claims, severity of claims, actual benefits paid and subsequent
development of long–term claims. Therefore, the objective of the subsidiary company is to ensure that sufficient reserves are available to
cover these liabilities. The subsidiary company manages this risk by having reinsurance placed with counterparties that have a good
credit rating that are subject to regular reviews. The concentration of risk is avoided by following policy guidelines in respect of
counterparties’ limits that are set each year by the Board and are subject to regular reviews. At each reporting date, management
performs an assessment of creditworthiness of reinsurers and updates the reinsurance purchase strategy. There has not been material
differences between the actual claims compared with estimates recorded in the accounts.
Liquidity risk
Liquidity risk is the risk that the Group and Company will be unable to meet its payment obligations when they fall due under normal and
stress circumstances. To limit this risk, management aims to match the maturity profile of its term deposit base so as to as closely as
possible match that of the loan portfolio. Management also manages liquidity placements so as to ensure adequate liquidity at all times.
Cash flows and liquidity are monitored on a daily basis. This incorporates an assessment of expected cash flows and the availability of
maturing liquidity placements to provide additional funding if required.
Maturity analysis of financial assets and liabilities
The table below shows the financial assets and liabilities analysed according to when they are expected to be recovered or settled. With
regard to loans and advances to customers, the Group and Company uses the same basis of expected repayment behavior that was
used for estimating the EIR.

ASSETS
Cash and cash equivalents
Financial assets at fair value through profit or loss
Debt financial assets at amortised cost
Prepayments and other assets

Less than 3
months

3 -12 months

8,001,095
877,045

-

30,266,851
2,271,225

8,500,000
-

13,790,166
1,727,168
131,391
2,549

39,960,972
62,436

12 months - 5
years
-

More than 5
Years
-

Total
8,001,095
877,045

15,322,149
-

54,089,000
2,271,225

4,625,404
5,606,259

159,375,520
1,727,168
131,391
8,362,279

EQUITY AND LIABILITIES
Due to customers
Trade and other payables
Employee benefit liability
Unearned premium

100,998,978
2,691,035

Refer to Note 7 for maturity analysis of gross receivable from customers.
Operational risk
Operational risk is the risk of loss arising from systems failure, human error, fraud and external events. When controls fail to perform,
operational risks can cause damage to reputation, have legal or regulatory implications, or lead to financial crisis. The Group cannot
expect to eliminate all operational risk, but through a control framework and by monitoring and responding to potential risks, the Group is
able to manage risks. Controls include effective segregation of duties, access, authorisation and reconciliation procedures, staff
education and assessment processes, including use of internal audit.
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24. CAPITAL MANAGEMENT
The primary objectives of the Group and the Company's capital management policy are to maintain adequate capital to ensure
compliance with regulatory capital requirements, to support the growth of its business, and to maximise shareholder value.
The Group and the Company manages its capital structure and makes adjustments to it according to changes in economic conditions
and the risk characteristics of its activities. In order to maintain or adjust the capital structure, the Group and the Company may adjust the
dividend paid to shareholders, raise capital, or return capital to shareholders.
Capital management is under constant review by the Board.
Regulatory capital

Company
2019
$

Tier 1
Tier 2
Total capital
Risk weighted assets
Tier 1 capital ratio
Total capital ratio

2018
$

21,216,665
8,326,537
29,543,202

13,386,424
6,597,640
19,984,064

142,819,695
15%
21%

112,676,646
12%
18%

Under its license conditions with the Reserve Bank of Fiji (RBF), the Company is required to maintain a minimum of 15% of risk weighted
assets in total capital at any point in time.
Regulatory capital consists of Tier 1 capital, which comprises of share capital, retained earnings less deferred tax asset and intangible
assets. The other component of regulatory capital is Tier 2 capital, which is made up of unaudited current year profit and credit loss
reserve less deferred tax asset or 1.25% of risk weighted assets (whichever is lesser).
25. SUBSEQUENT EVENTS
There has not arisen in the interval between the end of the financial year and the date of this report any item, transaction or event of a
material and unusual nature likely, in the opinion of the Directors, to affect significantly the operations of the Group, the results of those
operations or the state of affairs of the Group in the subsequent financial years.
26. PRINCIPAL BUSINESS ACTIVITY
The principal activities of the Group during the year were that of receiving deposits and extending of credit and related services. There
was no significant change in the nature of this activity during the financial period.
The Company has a Subsidiary Company in Vanuatu, Platinum Insurance Limited. The principal activity of the Subsidiary is to act as a
captive insurer underwriting loan protection insurance for its parent Company, Kontiki Finance Limited, based in the Republic of Fiji.

27. COMPANY DETAILS
Registered office
Level 5 Tappoo City Building
GPO Box 12508
Suva
The Company is a limited liability Company domiciled and incorporated in the Republic of Fiji.
The Company is listed on the South Pacific Stock Exchange.
Places of business
The places of business are located at: Suva, Lautoka and Labasa.
Number of employees at the end of the year
Executive
Finance
Product and distribution
Lending and compliance
Other

2019

2018

4
22
79
46
6
157

4
18
51
28
3
104

All employees are employed by the Company and the Subsidiary does not have any employees.
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28. CHANGE IN ACCOUNTING POLICY
New and Amended Standard Adopted by the Group and the Company
IFRS 9 - Financial Instruments
The Group has applied IFRS 9 ‘Financial Instruments’ as issued by the International Accounting Standards Board, for the first time in its
annual reporting period commencing 1 July 2018. IFRS 9 replaces the provisions of IAS 39 that relate to the recognition, classification
and measurement of financial assets and financial liabilities, derecognition of financial instruments, impairment of financial assets and
hedge accounting.
The adoption of IFRS 9 resulted in changes in accounting policies and presentation. The nature and effects of the key changes to the
Group resulting from its adoption of IFRS 9 are summarised below.
(i) Classification and measurement of financial assets and financial liabilities
IFRS 9 contains three principal classification categories for financial assets: measured at amortised cost, fair value through other
comprehensive income and fair value through profit or loss.
The classification of financial assets under IFRS 9 is generally based on the business model in which a financial asset is managed and
its contractual cash flow characteristics. IFRS 9 eliminates the previous IAS 39 categories of fair value through profit or loss, held to
maturity, loans and receivables and available for sale.
IFRS 9 largely retains the existing requirements in IAS 39 for the classification and measurement of financial liabilities.
Reconciliation of financial assets from IAS 39 to IFRS 9
A reconciliation between the carrying amounts under IAS 39 to the balances reported under IFRS 9 as of 1 July 2018 is, as follows:
IAS 39 Measurement
Financial Assets

Category

IFRS 9

Remeasurement

Amount

ECL

Others

Amount

$

$

$

$

Category

Cash and cash equivalents

Loans &
Receivables

9,714,205

-

-

9,714,205

Amortised Cost

Financial assets at fair value
through profit or loss
Debt financial assets at
amortised cost
Receivable from customers*

Loans &
Receivables
Loans &
Receivables
Loans &
Receivables
Loans &
Receivables

907,930

-

-

907,930

Amortised Cost

46,141,154

-

-

46,141,154

Amortised Cost

100,440,289

Amortised Cost

2,301,527

Amortised Cost

Prepayments and other assets

101,021,486
2,301,527

(843,958)
-

262,761
-

*As at 1 July 2018, The Group analysed the impact of extension of repayments to loan customers. The net present value of the revised
cash flow was compared to the value existing at 30 June 2018. As a result, an adjustment amounting to $262,761 was recorded. Refer to
Note 7 for reconciliation of ECL adjustment for 1 July 2018 balances.
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New and Amended Standard Adopted by the Group and the Company - continued
IFRS 9 - Financial Instruments - continued
Impact of adopting IFRS 9 on deferred tax
The impact of adopting IFRS 9 on deferred tax is shown below where the deferred tax asset was $569,460 under IAS 39 but due to
remeasurement the balance is $653,856 under IFRS 9 on 1 July 2018.
Balances under
IAS 39/IAS 37 as
at 30 June 2018

Remeasurement

Allowance for impairment losses

Balances under
IFRS 9 at 1 July
2018

511,248

84,396

595,644

Accelerated depreciation for book purposes

35,188

-

35,188

Employee benefit liability

23,024

-

23,024

569,460

84,396

653,856

(ii) Impairment of financial assets
IFRS 9 replaces the ‘incurred loss’ model in IAS 39 with an ‘expected credit loss’ (ECL) model. The new impairment model applies to
financial assets measured at amortised cost, contract assets and debt investments at fair value through other comprehensive income, but
not to investments in equity instruments.
Under IFRS 9, credit losses are recognised earlier than under IAS 39.
The Group applied IFRS 9’s impairment requirements on 1 July 2018 and recorded an increase in allowance for impairment of $843,958.

The following summarises the impact, net of tax, of transition to IFRS 9 on retained earnings at 1 July 2018:
Retained earnings closing balance under IAS 39 (30 June 2018)
Recognition of expected credit losses under IFRS 9
Recognition of Modification to Receivables under IFRS 9
Related tax
Impact of adopting IFRS 9

7,982,674
(843,958)
262,761
(26,276)
(607,473)

Retained earnings opening balance under IFRS 9 (1 July 2018)

7,375,201

(iii) Presentation of financial statements
As a result of the adoption of IFRS 9, the Group has adopted consequential amendments to IAS 1 ‘Presentation of Financial Statements’,
which require impairment of financial assets to be presented in a separate line item in the statement of profit or loss and other
comprehensive income.
Additionally, the Group has adopted consequential amendments to IFRS 7 ‘Financial Instruments: Disclosures’ that are applied to
disclosures about 2019 but have not been generally applied to comparative information.
(iv) Transition
The Group has used an exemption to not restate comparative information for prior periods with respect to classification and measurement
(including impairment) requirements. Differences in the carrying amounts of financial assets and financial liabilities resulting from the
adoption of IFRS 9 are recognised in retained earnings as at 1 July 2018 as set out in the table above.
The determination of the business model within which a financial asset is held has been made on the basis of the facts and
circumstances that existed at the date of initial application.
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28. CHANGE IN ACCOUNTING POLICY - continued
New standards, amendments, annual improvements and interpretation that have been issued but are not mandatorily effective
as at 30 June 2019
Certain new standards, amendments, annual improvements and interpretation which are not yet mandatorily effective and have
not been adopted early in these financial statements, will or may have an effect on the Group's and Company's future financial
statements. The Group and Company intends to adopt these standards, amendments, annual improvements and interpretation if
applicable, when they become effective.
IFRS 16 - Leases
IFRS 16 Leases, which 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 .
IFRS 16 applies to annual periods commencing on or after 1 January 2019. Earlier adoption is permitted, but only if IFRS 15
Revenue from Contracts with Customers is also adopted. The Group has assessed the impact of IFRS 16 and plans to adopt the
new standard on the required effective date.
On adoption of IFRS 16, the Group and Company will recognise lease liabilities in relation to leases which had previously been classified
as ‘operating leases’ under the principles of IAS 17 Leases. These liabilities will be measured at the present value of the remaining lease
payments, discounted using the lessee’s incremental borrowing rate. The incremental borrowing rate is the rate of interest that the Group
and Company would have to pay to borrow over a similar term, and with a similar security, the funds necessary to obtain an asset of
similar value to the right-of-use asset in a similar economic environment.
The adoption of IFRS 16 will result in changes in accounting policies and presentation.
The following reconciles the Group’s operating lease commitments at 30 June 2019 to lease liabilities as at 1 July 2019.
Operating lease commitments at 30 June 2019
Discounted using the incremental borrowing rate at 1 July 2019
Lease Liabilities recognised at 01 July 2019

10,481,551
8,413,251
8,413,251

The associated right-of-use assets are measured at the amount equal to the lease liability. Right-of-use assets are subsequently
depreciated using the straight line method from the commencement date to the earlier of the end of the useful life of the right-of-use
asset, or the end of the lease term. The estimated useful lives of right-of-use assets are determined on the same basis as those of
property and equipment. In addition, the right-of-use asset is periodically reduced by impairment losses, if any, and adjusted for certain remeasurements of the lease liability.
In applying IFRS 16 for the first time, the Group will be using practical expedients permitted by the standard:
•

the use of a single discount rate to a portfolio of leases with reasonably similar characteristics;

•

the exclusion of initial direct costs for the measurement of the right-of-use asset at the date of initial application;

•

the accounting for operating leases with a remaining lease term of less than 12 months as at 1 July 2019 as short term leases; and

•

the use of hindsight in determining the lease term where the contract contains options to extend or terminate the lease.

The Group and Company elected not to apply IFRS 16 to contracts that were not identified as containing a lease under IAS 17 and IFRIC
4 ‘Determining whether an Arrangement contains a Lease’.
New Standards And Interpretations Not Adopted
A number of new standards and amendments to standards are effective for annual periods beginning after 1 January 2018; however, the
Group has not applied the following new or amended standards in preparing these financial statements :
•
•

Amendments to IFRS 9: Prepayment Features with Negative Compensation, effective for annual periods beginning on or after 1
January 2019 - the amendment had no impact on the financial statements of the Group and the Company.
Annual Improvements to IFRSs 2015 – 2017 Cycle:
- IAS 12 Income Taxes (income tax consequences) - the Company's current practice is in line with these amendments hence had no
impact on the financial statement.

Standards issued but not yet effective
•

IFRS 17 Insurance Contracts, effective for annual periods beginning on or after 1 January 2022. The Group is assessing the
potential impact on its financial statements resulting from the application of these standards.

•

Amendments to IAS 1 and IAS 8: Definition of material. These amendments are not expected to have a significant impact on the
financial statements of the Group and the Company.
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29. SEGMENT INFORMATION
The Directors have examined the Group's performance both from a business and a geographic perspective and have identified two
reportable segments of its business:
- Finance business located in Fiji, receiving deposits and extending of credit and related services; and
- Captive insurance business located in Vanuatu, underwriting of loan protection insurance for the finance business.
(a) Geographic Segments
The Group operates in the geographical segments of Fiji and Vanuatu and the activities are mentioned in Note 26.
2019
Revenue

Fiji
$

Vanuatu
$

Interest revenue calculated using the effective interest method

33,784,650

Interest expense calculated using the effective interest method

(9,345,754)

Net interest income

24,438,896

Fee and commission income

296,420
296,420
-

Total
$
34,081,070

-

(9,345,754)

-

24,735,316

-

168,635

1,528,776

-

1,528,776

98,661

330,975

-

429,636

24,706,192

2,156,171

-

26,862,363

-

Total revenue

-

-

168,635

Premium income
Net trading income

Inter Segment
$

Less: expenses
Movements in expected credit loss

(2,479,667)

-

-

(2,479,667)

Personnel Expenses

(7,916,440)

-

-

(7,916,440)

Depreciation of property, plant and equipment

(610,622)

-

-

(610,622)

Amortisation of intangible assets

(236,130)

-

-

(236,130)

Other operating expenses

(4,550,434)

(1,250,599)

749,737

(5,051,296)

Total operating expenses

(15,793,293)

(1,250,599)

749,737

(16,294,155)

749,737

10,568,208

8,912,899

Operating profit before tax

905,572

Income tax expense

(1,192,223)

Net profit after tax

7,720,676

905,572

Total assets

185,589,197

9,919,258

(883,909)

194,624,546

Total liabilities

161,467,710

8,713,135

(180,836)

170,000,008

Cash flows from operating activities
Cash flows from investing activities
Cash flows from financing activities

5,134,276
(3,806,203)
(3,011,420)

2018
Revenue

$

Interest revenue calculated using the effective interest method

23,535,590

Interest expense calculated using the effective interest method

(6,217,719)

Net interest income

17,317,871

Fee and commission income

946,293

Premium income
Net trading income
Total revenue

-

749,737

4,972,751
(5,002,514)
-

(1,192,223)
9,375,985

-

10,107,027
(8,808,717)
(3,011,420)

$

$

136,076

(77,421)

23,594,245

136,076
-

$

(17,680)

(6,235,399)

(95,101)

17,358,846

(770,681)

175,612

-

992,113

-

45,035

81,621

-

18,309,198

1,209,810

(865,782)

992,113
126,656
18,653,227

Less: expenses
Movements in allowance for impairment losses

(2,005,858)

-

-

(2,005,858)

Personnel Expenses

(5,806,297)

-

-

(5,806,297)

Depreciation of property, plant and equipment

(417,324)

-

-

(417,324)

Amortisation of intangible assets

(170,522)

-

-

(170,522)

Other operating expenses

(2,657,660)

(1,028,085)

300,068

(3,385,677)

Total operating expenses

(11,057,661)

(1,028,085)

300,068

(11,785,678)

7,251,538

Operating profit before tax

181,726

-

6,867,549

(1,502,101)

Net profit after tax

5,749,437

181,726

(565,713)

5,365,448

Total assets

157,371,610

6,908,875

(1,482,017)

162,798,468

Total liabilities

137,351,906

6,608,326

(29,210)

143,931,022

Cash flows from operating activities
Cash flows from investing activities
Cash flows from financing activities

23,336,917
(19,970,434)
2,984,586

3,614,064
(3,618,649)
-

-

26,950,981
(23,589,083)
2,984,586
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Income tax expense

(1,502,101)
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29. SEGMENT INFORMATION continued
(b) Business Segment
The following summary describes the operations of each business segment.
Business segments

Operations

Finance
Insurance

Receiving deposits and extending of credit and related services
Underwriting of loan protection insurance

The geographical and business segment information is the same for 2019 and 2018 as per Note 29a.
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Disclaimer on Additional Financial Information
The following additional financial information, being the attached detailed income statement has been compiled by management of Kontiki
Finance Limited and does not form part of the statutory financial statements.
To the extent permitted by law, Ernst & Young does not accept liability for any loss or damage which any person, other than Kontiki Finance
Limited and its Subsidiary may suffer arising from any negligence on our part. No person should rely on the additional financial information
without having an audit or review conducted.
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Company
2019
$
Interest income
Investments and securities
Loans and advances

2018
$

2,719,597
31,065,053
33,784,650

1,342,453
22,193,137
23,535,590

9,345,754

6,217,719

24,438,896

17,317,871

168,635

946,293

98,661

45,035

24,706,192

18,309,199

230,997
113,937
285,892
236,130
23,997
610,622
241,867
8,802
2,479,667
115,859
1,135,380
1,088
396,377
18,541
138,488
7,916,440
400,135
191,756
115,615
10,444
50,562
220,261
161,210
689,226

146,240
109,200
349,848
170,522
20,009
417,324
180,408
3,719
2,005,858
72,153
272,598
2,394
206,322
12,882
78,093
5,806,297
315,681
191,513
40,222
4,680
152,182
124,458
375,058

Total operating expenses

15,793,293

11,057,661

Operating profit before tax

8,912,899

7,251,538

Less: Interest Expenses
Term deposits
Net interest income
Add: Fee and commission income (refer to Note 3.2)
Add: Net trading income (refer to Note 3.3)
Net income
Less: expenses
Accommodation and travelling
Accounting and audit fees
Advertising and marketing
Amortisation expenses
Bank charges
Depreciation expenses
Directors' fees
Donations
Allowance for ECL/impairment losses on financial assets
Entertainment
Insurance expenses
Legal expenses
Licence Fees
Loss on disposal of fixed assets
Motor vehicle expenses
Personnel expenses
Premises
Printing, postage and stationary
Professional fees
Subscriptions
Sponsorships
Communication expenses
Utility expenses
Other

This detailed income statement is to be read in conjunction with the disclaimer set out on page 46 .
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