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NATIONAL HOUSING CORPORATION

GENERAL INFORMATION

Mandate

The statutory duties and responsibilities of the Controller and Auditor General are given
under Article 143 of the Constitution of the URT of 1977 (revised 2005) and in Sect. 10 (1) of
the Public Audit Act No.11 of 2008.

Vision, Mission and Core Values

Vision
To be a highly regarded Institution that excels in Public Sector Auditing.

Mission
To provide high quality audit services that improves public sector performance, accountability
and transparency in the management of public resources.

Core Values
In providing quality services, NAQ is guided by the following Core Yalues:

Objectivity: We are an impartial public institution, offering audit services to our clients in

unbiased manner.
v Excellence: We are professionals providing high quality audit services based on standards

and best practices.
v Integrity: We observe and maintain high standards of ethical behavior, rule of law and a

strong sense of purpose.

v" People focus: We value, respect and recoghize interest of our stakeholders.

v Innovation: We are a learning and creative public institution that promotes value added
ideas within and outside the institution.

v" Results Oriented: We are an organization that focuses on achievement based on

performance targets.
v Team work Spirit: We work together as a team, interact professionally, and share

knowledge, ideas and experiences.
We do this by:-

e Contributing to better stewardship of public funds by ensuring that our clients are
accountable for the resources entrusted to them;

« Helping to improve the quality of public services by supporting innovation on the use of
public resources;

e Providing technical advice to our clients on operational gaps in their operating systems;

e Systematically invalve our clients in the audit process and audit cycles; and

 Providing audit staff with appropriate traihing, adequate working tools and facilities that
promote their independence.

© This audit report is intended to be used by National Housing Corporation.
However, upon receipt of the report by the Speaker and once tabled in
Parliament, it becomes a public record and its distribution may not be limited.
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NATIONAL HOUSING CORPORATION
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NATIONAL HOUSING CORPORATION

REGISTERED OFFICE
Plot No.1, Ali Hassan
Mwinyi/Ufukoni Road
P.O. Box 2977
Dar es Salaam

BANKERS

CRDB Bank Plc
Azikiwe Street
P.O. Box 268

Dar es Salaam

National Bank of Commerce Limited

Sokoine Drive
P.O. Box 1863
Dar es Sataam

NMB Bank Plc
NMB House

P.O. Box 9213
Dar es Salaam

Ecobank Tanzania Limited
Sokoine Drive

P.O. Box 20500

Dar es Salaam

COMPANY SECRETARY

Sarah Massamu,
Kambarage House
P.O.Box 2977

Dar es Salaam

PRINCIPAL AUDITORS

TIB Corporate Bank
Mlimani City Office Park

P.O. Box 9373
Dar es Salaam

KCB Bank Tanzania
Limited

Kaunda Drvie

P.0O. Box 16666
Dar es Salaam

Citibank House

Plot 1962, Toure Drive,
Oyster Bay

P.0O. Box 71625

Dar es Salaam
Tanzania

The Controller and Auditor General-National Audit Office

National Audit Office,
4 Ukaguzi road,
P.o.Box 950,

Hazina Street

41104 Dodoma

Commercial Bank of
Africa (CBA)
Nyerere Road

P.C. Box 9640

Dar es Salaam

African Banking
Corporation (T) Limited
Barclays House

P.O. Box 31

Dar es Salaam

Azania Bank Limited
Masdo House
P.O. Box 9271

Dar es Salaam

National Audit Office

1| Page

AR/NHC/2018/2019



NATIONAL HOUSING CORPORATION

The Directors submit their report together with the audited financial statements
for the year ended 30 June 2019, which disclose the state of affairs of National
Housing Corporation (“the Corporation” or “NHC”) in accordance with Section 29 of
the National Housing Corporation Act,1990.

1.

ESTABLISHMENT

The National Housing Corporation was incorporated under the Act of Parliament
No. 2 of 1990 as a Public Corporation.

CORPORATION’S VISION

To be a leading real estate development and management firm.

CORPORATION’S MISSION

To provide and facilitate the provision of quality housing and other buildings for
use by the general public while operating on sound commercial principles.

PRINCIPAL ACTIVITIES

The principal activities of the Corporation is to provide and facilitate the
provision of houses and other buildings in Tanzania mainland for use by members
of the public for residential, commercial, industrial or other purposes. The
Corporation’s principal activities are mandated by an Act of Parliament No. 2 of
1990 and faltl under the following main categories:

(i) Construction of houses and other buildings for sale and letting;

(i) Construction of buildings as a part of approved schemes;

(iii) The business of building contractors, planners and consultants; and

(iv) The business of real estate management in respect of properties owned by
the Corporation and any other properties on approved terms.

RESULTS

The net loss for the period of TZS 93,807 million (2018: Net loss of TZS 143,690
million) has been transferred to retained earnings. The Corporation did not pay any
dividend to its shareholder but contributed to the Government Consolidated fund
an amount of TZS 1,200 million (2018: TZS 1,200 miltion) for the year ended 30
June 2019 as per the Treasury directives.

National Audit Office AR/NHC/2018/2019
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NATIONAL HOUSING CORPORATION

ADMINISTRATIVE MATTERS

The day-to-day activities of the Corporation are overseen by the Director General
who is assisted by eight (8) Directors and four (4) Heads of Unit.

The Corporation Directorates comprise the following:

« Finance;

¢« Property Management and Maintenance;
e« Property Development;

¢« Regional Operations and Administration;
e Human Resources;

e Treasury and Business Development;

« Innovation; and

« Sales and Marketing.

The 4 units are:

e« Corporate Secretary and Legal;

e Procurement;

e Internal Audit; and

e Public Relations and Corporate Social Responsibilities.

SOLVENCY

The Board of Directors confirms that International Financial Reporting Standards have
been followed in the preparation of financial statements and that the financial statements
have been prepared on a going concern basis. The Board of Directors has reasonable
expectation that the Corporation has adequate resources to continue operation for the
foreseeable future.

OPERATING AND FINANCIAL REVIEW

a) The Corporation’s net worth

During the year, the total value of the Corporation’s net assets decreased to TZ5 2,910
billion from TZS 3,005 biltlion recorded in the prior year. This decrease is attributable to
net loss incurred during the year which is mainly due to a decrease in fair value of
investment properties by TZS 47 billion.

b) Profitability

During the year ended 30 June 2019, the Corporation made a loss before tax of TZS
25,121 million (2018: loss of TZS 334,106 million). The loss incurred is mainly due to the
decrease in fair value of investment properties by TZS 46,933 million {2018: Decrease
by TZS 353,917 million).

Nationat Audit Office AR/NHC/2018/2019
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NATIONAL HOUSING CORPORATION

10.

11.

OPERATING AND FINANCIAL REVIEW (CONTINUED)

¢) Cash flows

The Corporation’s cash flow is as set out in the statement of cash flows shown on page
30 of these financial statements.

PERFORMANCE INDICATORS

T Rk
Key Performance indicator | Definition and Formula 50172019 201772018 !
Current Ratio Lumentassets 435 1.62
‘Current liabilities =7
 Current assets-iventores S o
Quick Ratio  Curtent Giabilities o o
| Return on Assets Profit before tax™* 0.56% 0.44%
g_ Totalassets ~ o _
Debt to Equity Ratio Totaldebt 8.66% 9.04%
Profit before tax margm _..Proﬁt befqre tax. R 36.00% 28.31%
T Revenue. .

*Total debt inctudes total principal of borrowings and accrued interests outstanding as
at end of reporting period but excludes bank overdrafts.

*For the purpose of determination of these ratios, profit before tax excludes the
losses/gains from fair value movements of investment properties.

BUSINESS PROFILE
(@)

The purpose of the investment policy is to guide the management of NHC in effectively
identifying, implementing, supervising, monitoring and evaluating investments of
NHC assets. The policy also helps to guide management with regards to day-to-day

investment activities of the Corporation.
NHC investment policy outlines different sources of funds for investments. These are;

Investment Policy

¢ Internal generated funds from day to day activities e.g. rental collections from
existing properties and interest earned from NHC deposits;

e Money earned by selling new housing units and or existing units;

e Funds sourced from external sources either onshore or offshore from the
financial markets, DFls, Government or any other source as approved by the NHC
Act. NHC Investment policy directs the Corporation to work with strategic
Partners in any of the following models;

National Audit Office AR/NHC/2018/2019
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NATIONAL HOUSING CORPORATION

11.

BUSINESS PROFILE (CONTINUED)
Partners in any of the following models;
(a) Investment Policy (continued)

¢ Land as Equity Contribution (LEC); and
¢« Land and Finance as Equity Contribution (LFEC).

Revenue Sharing Model (RSM) under this model NHC invites the strategic investors to
invest in the Corporation’s land and in return the Corporation receives the share
of revenue as percentage of the total revenues from sales of properties developed.

(b) Construction Activities
(i) Houses for Sale

During the year ended 30 June 2019, the following projects were in progress:

e CRDB Head Office -Dar es salaam

This project comprises construction of CRDB Headquarters building. The building will
be having a gross floor area of approximately twenty thousand (20,000} square meters
and approximately ten thousand eight hundred (10,800) square meters of parking area.
The project was in progress as of 30 June 2019.

e Victoria mixed use - Dar es Salaam

This project comprises of construction of 1 Block of flat - G + 19 Floors. The block
comprises 44 residential units, shops, offices, parking, restaurant, gym, swimming
pool, kids playing ground and other facilities to support the residence. The project
had been suspended as of 30 June 2019.

e Golden premier Residential (Plot 711/2 Kawe) - Dar es Salaam

This project is of 16 floors (G + M +15 floors). 1t comprises of 184 residential units as
follows: two bed room-8 units, three bed rooms (normal)-144 units, four bedrooms
(normal) - 8 units, four bedroom {duplex) - 16 units, pent house duplex-8 units, shops,
gym, swimming pool, kids playing ground and other facilities to support the
residences. The project had been suspended as of 30 June 2019,

¢ EWUWURA Head office-Dodoma

This project comprises of construction of 1 block flat with 5 floors (G+4 floors). This
project is in progress as at 30 June 2019.

National Audit Office AR/NHC/2018/2019
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NATIONAL HOUSING CORPORATION

11.

BUSINESS PROFILE (CONTINUED)
(b} Construction Activities (Continued)
(i} Houses for Sale (Continued)

e Victoria Place Ushindi - Dar es Salaam

This project comprises of construction of 2 blocks flats with 16 floors (G + M +11
floors). [t comprises 88 residential units as follows: two bed room-8 units, three
bedrooms (normal) - 40 units, three bedrooms duplex (type one)-16 units, three
bedrooms duplex (type two)-10 units, four bedrooms (Duplex)-10 units and pent
house- 4 units, shops, gym, swimming pool, kids playing ground and other facilities to
support the residences. The project was in progress as of 30 June 2019.

e Morocco mixed use - Dar es Salaam

This project comprises of 4 towers; Two office towers; office tower 1 with 20 floors (G
+ 19 floors), office tower 2 with 17 floors (G + 16 floors). It also consists of 1
apartments tower with 22 floors (G + 21 floors) which comprise of 100 residential units
(64 units of three bedrooms normal, 32 units of three bedrooms duplex and 4 units of
4 bedrooms) and 1 hotel tower with 13 floors (G + 12 floors). The project also includes
commercial space retail shops, food courts, restaurants, conference facilities, pubs,
coffee tounges and supermarket. The project was in suspension as of 30 June 2019.

e lgunga Affordable Housing scheme
This project comprises construction of 15 semidetached buildings equivalent to 30
residential units with 85 square meter three bedroom each. The project was in

progress as of 30 June 2019.

e Kawe-Plot no 711/1
This project involves construction of 8 apartment blocks of B + G + 17 floors each

making a total of 422 residential units. The project also includes retail space, gym,
swimming pool, kids’ playing stands and other facilities. The project had been
suspended as at 30 June 2019.

e lyumbu Affordable Housing Project - Dodoma

The project comprises of 300 affordable housing units of 79, 85 and 115 square
meters, three bedroom each. This project has been constructed in two phases of 151
and 149 units each. Phase one has been completed during the year ended June 2018
whereas phase two was still in progress as of 30 June 2019,

e Muheza Affordable Housing Project - Tanga
The project comprises of 20 houses/units stand-alone for residential purposes. The
project is still in progress as of 30 June 2019.

National Audit Office AR/NHC/2018/2019
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NATIONAL HOUSING CORPORATION

11.

BUSINESS PROFILE (CONTINUED)

(b) Construction Activities (continued)

(i) Houses for Sale (continued)

« Bukondamoyo Affordable Housing Project - Kahama

The project comprises of 50 units of three bedrooms sernidetached. The project was
in progress as of 30 June 2019,

s Mbarali Affordable Housing Project - Mbeya

The project comprises of 20 units of three bedrooms semidetached. The project was
at a completion stage as at 30 June 2019,

e Makete Affordable Housing Project-Njombe

The project comprises of 50 units of three bedrooms semidetached. The project was
in progress as of 30 June 2019,

¢ Inyonga Affordable Housing Project - Katavi

The project comprises of 24 units of three bedrooms semidetached. The project was
in suspension as of 30 June 2019.

e Jangwani Affordable Housing Project - Mpanda

The project comprises of 10 blocks of flats G+1 ftoor (20 units). The project was in
progress as of 30 June 2019.

e Masasi Affordable Housing Project - Mtwara

The project comprises of 54 units of three bedrooms semidetached, 1 shops block. The
project was in progress as of 30 June 2(119.

o Chato Street Plot 274 - DSM Residential Apartments - Dar es Salaam

This project comprises of construction of 1 Block of flat -G+M+8 floors. The block
comprises 26 residential units, shops, parking, swimming pool, kids playing ground and
other facilities to support the residences. The project was in progress as of 30 June

2019.

(i) Investment projects

These projects are constructed for generation of revenue through renting or capital
appreciation. During the period under review the following projects were at various
levels of construction and substantial parts of these projects were about to be

completed.

National Audit Office AR/NHC/2018/2019

10 | Page




NATIONAL HOUSING CORPORATION

11.

BUSINESS PROFILE (CONTINUED)
(b) Construction Activities (Continued)

(i} Investment projects

¢« Mpanda Paradise

The project comprises of construction of 1 block of flat - G + 4 floors commercial
building for renting. The project was in progress as of 30 June 2019,

e Mkendo phase Il - Musoma

The project comprises of construction of 1 block of flat - G + 4 floor commercial
building for renting. The project was in progress as of 30 June 2019.

¢ Mutukula - Bukoba

The project comprises of construction of 1 block of flat - G + 4 floor commercial
building for renting. The project was in progress as of 30 June 2019.

e Singida Shops
The project comprises construction of 1 block of flat - G + 1 floor commercial building
for renting. The project was in progress as of 30 June 2019.

(iii) Projects for own use

¢ Plot 1 Ufukoni (iconic building)- Dar es Salaam

This is a 9 floors building for office use. The project was completed as of 30 June
2019,

(iv) Construction confracts projects

¢ Busokelo Affardable Housing Project - Mbeya

The project comprises of 14 units as follows: 13 units of three bedrooms and 1 unit of
four bedrooms all units are stand alone. The project was completed during the year.

¢ Momba Affordable Housing Project - Mbeya

The project comprises of 20 units as follows: 19 units of three bedrooms and 1 unit of
four bedrooms all units are stand alone. The project was completed during the year.

e Msalato Secondary School - Dodoma

This project involves execution of rehabilitation and remodeling of Msalato Secondary
School. The project was completed during the year.

National Audit Office AR/NHC/2018/2019
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NATIONAL HOUSING CORPORATION

i1.

BUSINESS PROFILE (CONTINUED)

(b) Construction Activities (continued)
(iv) Construction contracts projects (continued)

¢« Mwenge Secondary School - Singida
This project involves execution of rehabilitation and remodeling of Mwenge Secondary

School. The project was completed during the year.

¢ Nganza Secondary School-Mwanza
This project involves construction of Anaerobic Baffle Reactor System (ABR) for Nganza

Secondary School. The project was completed during the year.

o Pugu Secondary School - Dar es salaam
This project involves execution of rehabilitation and remodeling of Pugu Secondary

School. The project was completed during the year.

¢ Kilakala Secondary School - Morogoro
This project involves execution of rehabilitation and remodeling of Kilakala Secondary

School. The project was completed during the year.

¢  Mzumbe Secondary School - Morogoro
This project involves execution of rehabilitation and remodeling of Mzumbe Secondary

School. The project was completed during the year.

e TEA Office building-Mikocheni,Dar es salaam
This project involves execution of renovation work on a residential building owned by of

TEA located at Mikocheni. The project was completed during the year.

e Malinyi District Council
This project involves construction of office building for Malinyi District Council at
Misegese area phase one in Malinyi District-Morogoro. The project was in progress at 30

June 2019.

e Malinyi DC’s Residential House
This project involves construction of DC’s residential house at Malinyi District in

Morogoro region, The project was in progress at 30 June 2019.

e Boundary Fence and Gate house for ERB Offices-Dodoma
This project involves construction of Boundary fence and gate house for Engineers
Registration Board offices on Plot no 13 Block A NCC in Dedoma Region. The project was

completed during the year.

National Audit Office AR/NHC/2018/2019
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NATIONAL HOUSING CORPORATION

11.

BUSINESS PROFILE (CONTINUED)

(b} Construction Activities (Continued)

(iv) Construction contracts projects (Continued)

¢  MSD Pharmacy shop-Rukwa

This project involves extension of pharmacy shop Block at Rukwa region hospital. The
project was completed during the year.

¢« Tanzania Airport Authority-Dodoma

This project involves rehabilitation and upgrading of Terminal building at Dodoma
Airport. The project was completed during the year.

e Ministry of Finance (MOF}

This project involves construction of office block for the Ministry of finance and planning
at the government city thumwa, Dodoma city. The project was completed during the

year.

¢  Ministry of Energy (MOE)

This project involves construction of office for ministry of energy at lhumwa in Dodoma
city. The project was completed during the year.

e  Ministry of Industry, Trade and Investment

This project involves construction of office for ministry of industry, trade and investment
in Dodoma city.

This project was completed during the year.
o  Ministry of Land, Housing and Human Settlements Development

This project involves construction of office for ministry of Land, Human settlements
development in Dodoma city. This project was completed during the year.

¢ Wanging’ombe District Council

This project involves construction of office building for Wangingémbe district council
(Phase 1I) at lgwachanya in Wangingombe district council. The project was in progress at
30 June 2019.

e Ardhi University

This project involves extension of Lands Building Wing B Phase 3 at Ardhi University.
The project was in progress at 30 June 2019.

National Audit Office AR/NHC/2018/2019
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NATIONAL HOUSING CORPORATION

11.

12.

EAR ENDED.

BUSINESS PROFILE (CONTINUED)

(b) Construction Activities (continued)
{iv) Construction contracts projects (continued)

« Hai District Commission Office
This project involves construction of office Block for Hai district commissioner’s

office. The project was in progress at 30 June, 2019.

¢ Vingunguti Abattoir

This project involves construction of Vingunguti Abattoir (Phase 1) which includes
basement and ground floor with approximately total area of 4,575 m* to be built Plot
No.3003 & 3004 block B at Vingunguti Industrial area, flala Municipal council. The

project was in progress at 30 June 2019,

(v) Joint venture projects

During the year ended 30 June 2019, the Corporation had 149 (2018:182) projects
under joint arrangements. Out of these, 74 (2018:74) were completed, 33 (2018:32)
are still under construction and 42 (2018:39) projects have been stalled. Most of these
projects are located in Dar es Salaam, Mwanza and Arusha.

(c) Rental Buildings Activities

Rentat revenue
During the year ended 30 June 2019, rental revenue increased to TZS 93.1 billion from

TZS 91.6 billion recorded during 12 months period ended 30 June 2018.

During the year ended 30 June 2019 an average monthly rental increased to TZS 7.8
billion from TZS 7.6 billion recorded during 12 months period ended 30 June 2018.

(d) Property maintenance
During the year the Corporation’s expenditure on property maintenance decreased to
TZS 5.7 billion compared to TZS 6.9 billion in the 12 month period ended 30 June

2018.

EMPLOYEES WELFARE
(a) Staff disposition

The total number of staff as at 30 June 2019 was 456 (2018: 514).

(b) Affirmative action
The National Housing Corporation is an equal opportunity employer. The Corporation
strives to build a broad-based organization with balance in gender to reflect the

composition of the Tanzanian population,
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NATIONAL HOUSING CORPORATION

12. EMPLOYEES WELFARE (CONTINUED)

(b} Affirmative action (continued)

During the year, the Corporation’s workforce comprised 286 male and 170 female
employees (2018: 319 male and 195 female employees}. On the other hand, the
Corporation continued to promote female employees to senior level positions. As at 30
June 2019, the composition of female employees in varicus senior positions was as

follows:

30 June 2019 30 June 2018
Management Team 5outof 13 2 out of 13
Headquarters Managers 7 out of 32 6 out of 32
Regional Managers 2 out of 24 Z out of 24
Senior Officers 19 out of 23 21 out of 27
Middle level Officers 140 out of 192 144 out of 201

(¢) Persons with disabilities

The Corporation gives equal opportunities to disabled persons for vacancies they are
able to fill. It also provides medical facilities to staff who become disabled while on
duty. As at 30 June 2019, the Corporation had one employee with physical disabilities
(2018: 2 employees).

(d) Management - employee’s relations

During the year management continued to maintain cordial relations with employees.
Employees were represented at various levels of decision making through regular
meetings organized by TAMICO; Trade Union and Union Leader participating in the
Master Workers’ Council to discuss employees’ welfare.

(e) Retirement benefits

The Corporation pays contributions to a publicly administered pension plan on
mandatory basis which qualifies to be a defined contribution plan. For Senior
Management staffs who are employed on a contract basis there is an additional
gratuity equal to 25% of their annual salaries at the end of their contract periods.

(f} Training

During the year a total of TZS 125 million was spent in staff training (2018: TZS 177
million). The training activities are guided by the training policy. The implementation
of this policy is entrusted to the Training Committee that has a wide representation of
staff. Trainings held during the year were focused on short-term and long-term
professional competence as well as improving customer care skills.
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12.

13.

EMPLOYEES WELFARE (CONTINUED)

Training Committee that has a wide representation of staff. Trainings held during the
year were focused on short-term and long-term professional competence as well as
improving customer care skills.

(g) Medical facilities

The Corperation provides medical services to its employees and their family members
through medical insurance scheme from NHIF.

(h) Staff incentives

The Corporation provides various loans to staff to enable them to meet their financial
needs. Some of the incentives are car loans, education loans, house loans and ICT
equipment (Laptop) loans.

CORPORATE GOVERNANCE

The Corporation confirms its commitment to the principles of good governance,
openness, integrity and accountability.

Board of Directors

The Board comprises of eight (8) directors including the Chairperson and are all non-
executive. All the directors are required to be independent of management and free
from any business and other relationship, which could materially interfere with the
exercise of their independent judgment.

The Board is required to meet regularly, at least quarterly, and retain futl control over
the Corporation’s activities. The Board monitors the Corporation’s management,
ensuring that material matters are subject to Board approval. Senior management
attends Board meetings by invitation.

The Chairperson provides leadership and guidance to the Board and encourages proper
deliberation on all matters requiring the Board’s attention.

The Board has ultimate responsibility for management and strategic direction of the
Corporation as well as attending to legislative, regulatory and best practice
requirements. Accountability to the shareholder (Government) remains paramount in
Board decisions and this is balanced against the demands of the regulatory
environment in which the Corporation operates, and the concern of its other
stakeholders.
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13.

CORPORATE GOVERNANCE (CONTINUED)

Board Committees

The Board is comprised of three (3) committees namely Business Development
Committee; Audit, Risk and Compliance Committee and Finance; and Human Resources
Committee. The composition of the committees during the year ended 30 June 2019

was as follows:

Business Development Committee

This Committee is composed of three (3) members. The main responsibility of the
Committee is to advise the Board on all business development matters that need
consideration of the Board. The Committee held no meetings during the year ended
30 June 2019. The following Directors served in the Business Development Committee

during the year.

Name Position
‘Eng. Marwa Rubirya | Chairman
Mr., Charles Singili Member
“Ms. Sauda Msemo - | Member

Finance and Human Resources Committee

This Committee is composed of three (3) members. The main responsibility of the
Committee is to advise the Board on financial and personnel related matters that
need consideration of the Board. The Committee held no meetings during the year

ended 30 June 2019,

The table below is the summary indicating the number of meetings attended by each
board member;

Name Position Nationality | Number of meetings attended
Mr. Charles Singili -~ | Chairman_ | Tanzanian | 0/0 -
Ms. Sauda Msemo Member Tanzanian 0/0
Mr. Humphrey Polepole | Member . | Tanzanian. | o0/

Audit, Risk and Compliance Committee
This committee is composed of three (3) members. The main responsibility of the

committee is to advise the Board on all audit, risk and compliance matters that need
consideration of the Board. The committee held no meeting during the year ended

30 June 2019,
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13. CORPORATE GOVERNANCE (CONTINUED)
Board Committees (continued)

The table below is the summary indicating the number of meetings attended by each
Board member

Name Pasition Nationality | Number of meetings attended

Mr. Abdallah Shamte | Chairman | Tanzanian |~ 0/0
Mr, Martm Madekwe Member Tanzamanm 0/0
Ms. Immaculata Senje | Member | Tanzanfan | /

Overall meeting attendance

Below is the summary indicating the number of meetings attended by each board
member.

Position Number of meetings attended

- - - |'Chairperson. - |
Mf Martm Madekwe T ice Chairman 171
Mr: Charles-Singil Director
Mr. Abdal{ah Shamte Director /1
Hs Imaculataisent
Ms Sauda Msemo Director ' 1/1

.Mr Humphrey Po{epole.“ Dlrector | 1/1.
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REPDRTOF THE DIRECTORS FO

14. RISK MANAGEMENT AND CONTROL
The Corporation's activities expose it to a variety of financial risks including credit
risk, market risk (foreign exchange risk and interest rate risk) and liquidity risk. The
Corporation’s overall risk management programme focuses on the unpredictabitity of
financial markets and seeks to minimize potential adverse effects on its financial
performance, but the Corporation does not hedge any risks. Risk management is
carried out by the finance department under policies approved by the Board of

Directors.

The most important types of risks are:
a) Credit risk management

Credit risk arises mainly from deposits with banks, as well as trade and other
receivables. The Corporation does not have any significant concentrations of credit
risk. Credit risk is managed by the Finance Director. The Finance department assesses
the credit quality of each customer, taking into account its financial position, past
experience and other factors.

b) Liquidity risk management

Prudent liquidity risk management includes maintaining sufficient cash balances, and
the availability of funding from an adequate amount of committed credit facilities.
Due to the dynamic nature of the underlying businesses, the Treasury department
maintains flexibility in funding by maintaining availability under committed credit
lines.

c) Capital risk management

The Corporation’s objectives when managing capital are to safeguard the
Corporation’s abitity to continue as a going concern in order to provide returns for the
shareholder and to maintain an optimal capital structure to reduce the cost of capital.
In order to maintain or adjust the capital structure, the Corporation may limit the
amount of dividends paid to the shareholder.

The Corporation monitors capital on the basis of the gearing ratio. This ratio is
calculated as net debt divided by total capital. Net debt is calculated as tofal
borrowings less cash and cash equivalents. Total capital is calculated as equity plus
net debt.

d) Market risk management

(i) Foreign exchange risk

The Corporation’s exposure to foreign exchange risks is managed by limiting the
Corporations transactions in foreign currencies.
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14.

15.

16.

17.

ASELUE S REL _ ENDED
RISK MANAGEMENT AND CONTROL (CONTINUED)

Market risk management {(continued)
Foreign exchange risk that could arise from future commercial transactions, and

recognised assets and liabilities are therefore mitigated. Currency exposure arising
from liabilities denominated in foreign currencies is managed primarily through the
holding of bank balances in the relevant foreign currencies.

(ii} Cash flow and fair value interest rate risk

The Corporation’s interest bearing financial assets are the term deposits, (Note 20)
which are held at fixed interest rates, and on which it is therefore exposed to fair
value interest rate risk. The Corporation also has borrowings from banks which carry
fixed and variable interest rates. The Corporation regularly monitors financing options
available to ensure optimum interest rates are obtained whenever the facilities are

being rolled forward.

ACCOUNTING POLICIES
The accounting policies used in preparing the financial statements have been disclosed

in Note 3 to the financial statements. These policies are all considered to be key to an
understanding of the performance and financial position of the Corporation.

CORPORATE SOCIAL RESPONSIBILITY

The Corporation continued with its principle of corporate social responsibility and
committed itself to active participation in environment protection, and promotion of
socio-economic development of the society through extension of financial support
towards imptementation of community development projects.

During the year, the Corporation contributed largely towards the education sector by
contributing to the school desk campaigns and construction of classrooms, contributed
health sector to reduce health challenges by supporting initiatives of strengthening
health support systems and lastly participated well through support to community
initiatives to create a bigger impact. The amount spent on the activities is as analyzed

below:-

e TZS 30 million towards the education sector;

e TZS 22 million towards health support to institutions;
e TZS 43 million to support youth initiatives; and

e TZS 46 million to support community initiatives.

CORPORATE IMAGE
During the year the Corporation continued to pursue strategies that were geared
towards improving the corporate image. These strategies included the following:

e Improved government and stakeholders relations;
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17. CORPORATE IMAGE (CONTINUED)
e |mproved trust in the Corporation and its management by dealing honestly with
stakeholders;
e [ncreased staff awareness on our core values and corporate culture;
« Continued to roll out rebranding journey which will take up to 5 years to complete
countrywide.
¢ |Imparting employees with customer care skills; and

18. FUTURE DEVELOPMENTS

The market oriented economic policies pursued by the Government, have led to
intense competition for both property development and property management
activities. The Corporation has continued to maintain the competitive position at the
market place through timely product delivery and quality assurance to the intended
market. These strategies include the following:

¢« Taking an active role in promoting mortgage market together with banks and
enhancing communication on availability of property to be built in order to make
sure that the Corporation attains committed buyers before the project is completed
on pre-sale arrangements; To date, the Corporation has entered into Memorandum
of Understanding (MOU) with over 15 commercial banks for them to offer
competitive financing to National Housing Corporation {NHC) clients. Furthermore,
the Corporation is embarking on joint product awareness of mortgage products to
ensure customers have a wide choice of the best and appropriate products available
at the market place;

e Improving the Corporation’s financial position through increased profitability, costs
optimization, sales of houses and rent collection.

¢ Improving efficiency and performance by implementing International Crganization
Standards, which will enable the Corporation to benchmark itself against world-
class organizations and increase its speed in delivery of its projects by using world-
class technology in construction and management of its projects.

The Corporation will use various approaches in ensuring each and every project
financial and execution matters are evaluated. This includes project coding and
numbering, specific project accounts, dedicated project manager for all projects and
dedicated cost center per project.

The Corporation has continued to strengthen rapport with various institutions
espectally municipal authorities and utility providers in order to draw them in
contributing towards housing development projects.
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Board Chairman

National Housing Corporation
P.0O. Box 2977

Dar es Salaam, Tanzania

REPORT OF THE CONTROLLER AND AUDITOR GENERAL ON THE FINANCIAL
STATEMENTS OF NATIONAL HOUSING CORPORATIONS FOR THE FINANCIAL
YEAR ENDED 30 JUNE, 2019

Unqualified Opinion

| have audited the financial statements of National Housing Corporation, which
comprise the statement of financial position as at 30 June, 2019, and the statement
of profit or loss and other comprehensive income, statement of changes in equity and
statement of cash flows for the year then ended, as well as notes to the financial
statements, including a summary of significant accounting policies.

In my opinion, the accompanying financial statements present fairly in all material
respects, the financial position of National Housing Corporation as at 30 June 2019,
and its financial performance and its cash flows for the year then ended in
accordance with International Financial Reporting Standards (IFRS).

Basis for Opinion

| conducted my audit in accordance with International Standards of Supreme Audit
Institutions (ISSAD). My responsibilities under those standards are further described in
the Auditor’s Responsibilities for the Audit of the financial statements section of my
report. | am independent of National Housing Corporation in accordance with the
International Ethics Standards Board for Accountants’ Code of Ethics for Professional
Accountants (IESBA Code) together with the National Board of Accountants and
Auditors (NBAA) Code of Ethics, and [ have fulfilled my other ethical responsibilities in
accordance with these requirements.

| believe that the audit evidence | have obtained is sufficient and appropriate to
provide a basis for my opinion.

Other Information

Management is responsible for the other information. The other information
comprises the Director’s Report and the Declaration by the Head of Finance but does
not include the financial statements and my audit report thereon.

My opinion on the financial statements does not cover the other information and | do
not express any form of assurance conclusion thereon. In connection with my audit of
the financial statements, my responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the
financial statements or my knowledge obtained in the audit, or otherwise appears to

be materially misstated.
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If, based on the work | have performed on the other information that there is a
material misstatement of this other information, | am required to report that fact. |
have nothing to report in this regard.

INBEPENDENT

Key Audit Matters

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

these matters.

| have determined that there are no key audit matters to communicate in my report.

Responsibilities of Management and Those Charged with Governance for the
Financial Statements

Management is responsible for the preparation and fair presentation of the financial
statements in accordance with IFRS, the requirements of the National Housing
Corporation Act, 1990 and for such internal control as management determines is
necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error,

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

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

Auditor’s Responsibilities for the Audit of the Financial Statements

My 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 audit report that includes my opinion. Reasonable assurance is
a hish level of assurance but is not a guarantee that an audit conducted in
accordance with ISSAl will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements.

In addition, Sect. 10 (2) of the PAA No.11 of 2008 requires me to satisfy myself that,
the accounts have been prepared in accordance with the appropriate accounting

standards.

Further, Sect. 48(3) of the Public Procurement Act No.7 of 2011 (amended in 2016)
requires me to state in my annual audit report whether or not the audited entity has
complied with the provisions of the Law and its Regulations.
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NATIONAL HOUSING CORPORATION

FINANCIAL STATEMENTS FOR THE YEAR ENDED 30™ JUNE, 2019

39. FAIR VALUES OF FINANCIAL ASSETS AND LIABILITIES

The table below shows an analysis of financial instruments at fair value by level of
the fair value hierarchy. The financial instruments are grouped into levels 1 to 3
based on the degree to which the fair value is observable;

(i) Level1- fair value measurements are those derived from quoted prices
(unadjusted) in active markets for identical assets or liabilities;

(i) Level 2 - fair value measurements are those derived from inputs other than
guoted prices included within level 1 that are observable for the asset or
liability, either directly (i.e. as a price) or indirectly (i.e. derived from prices);

and

(iii) Level 3 - fair value measurements are those derived from valuation techniques
that include inputs for the asset or liability that are not based on observable
market data (unobservable inputs.

30 June 2019 Level 1 Level 2 Level 3 Total
Financial assets TZS '000 TZS ‘000 TZS '000 TZS '000
Bank term deposits - - - -
Trade and other receivables 41,713,070 - 41,713,070
Cash and bank balances 17,726,344 - - 17,726,344
Total 17,726,344 41,713,070 59,439,414
Financial liabilities

Borrowings 172,283,625 172,283,625
Gratuity payable 138,145 138,145
Rental deposits - 15,243,754 - 15,243,754
Current financial liabilities

Borrowings 70,503,033 - 70,503,033
Bank overdraft 9,174,846 9,174,846
Trade and other payables 22,789,470 22,789,470
Total - 290,132,873 290,132,873
30 June 2018 Level 1 Level 2 Level 3 Total
Financial assets TZS '000 TZS '000 TZS 000 TZS '000
Bank term deposits - 299,331 - 299,331
Trade and other receivables - 35,532,156 35,532,156
Cash and bank balances 15,218,029 - 15,218,029
Total 15,218,029 35,831,487 - 51,049,516
Financial Habilities

Borrowings 225,303,976 225,303,976
Gratuity payable 1,381,337 1,381,337
Rental deposits 12,337,747 12,337,747
Current financial liabilities

Borrowings - 51,872,642 - 51,872,642
Bank overdraft - 9,577,185 - 9,577,185
Trade and other payables 23,662,010 23,662,010
Total 324,134,897 324,134,897
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