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-—-mo_..:o_oo< is constantly changing and it has become an integral part of

everyday life.

At Diamond Trust Bank, we want to make your banking more efficient and
effective. To do this we continue to develop banking products and services
that enable you to seamlessly perform regular banking activities.

With substantial investment in information technology infrastruciure and
software development in 2003 and 2004, we will shortly be able fo offer you
access to services such as Internet banking and Automated Teller Machines.
These will enable you to access your accounts 24 hours a day, 7 days a
week, providing you with secure and easy to use banking solutions, so you
have control over exactly where and when you do your banking.

However complex your banking needs, all you need is Diamond Trust Bank.
Banking solutions that help you succeed.
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Five Year Financial Review

Minimum
Statutory
Requirement

Net interest income

Non-fund based income

Operating income

Operating profit before provisions

(Charge for) / write-back of impairment of loans

Profit before tax and exceptional iterms

Exceptional items

Profit before tax

Profit after tax

Advances to customers (net)

Total deposits (customers and banks)

Dividends for the year

Shareholders’ funds

Total assets

Performance ratios

Earnings per share - basic
diluted

Dividend per share

Net loans 1o deposits

Non performing loans to total loans (belore provisions)

Retum on average total assets
Retum on average shareholders’ funds

Non-fund based income fo operating iIncome

Core capital to customer deposits 8%
Core capiltal to total risk welghted assets 8%
Total capital to total risk weighted assets 129%
Other indicators

Number of branches

Number of employees

Expenditure on property and equipment

hese extracts rom the consolidaled financial statements are statoc

T

(44,764)

204,106

204,106
139,241
4,882,138
6,862,257
69,563
1,349,206

8.684,183

Shs 1,53
shs 1.53
Shs 0.70
71

71.1%

2.6%

10.6%

31.0%

133
50,455

15

89,148
441,506
112,088

7117

112,799

112,799
75,525
2,696,344
4,783,319
47,700
1,269,363

6,273,754

20070252

Shs 0.95
Shs 0.83

Shs 0.60 Shs 0.40
56.4% 45 2%
5.8% 17.5%
1.3% 0.8%
6.0% 3.3%
20.2% 16.3%
21% 24%
29% 7
309 189
4 3
103 27
17,228 0.898
of Kenya Shillings (Shs 000) exc

2001
296,717
57,694
354,411
48,125
10,282
58,407
(7,000)
51,407
40,932
1,825,820
4,039,499
31,800
1,235,405

5,615,655

Shs 0.51
Shs 0.41

ent where otherw

2000
459,398
41,195
500,593
171,467

(28,255)

&7 % 134

200,346

Shs 2.06

shs 1.65

‘_;“'S 0 AN

1999
470,643
61,534
532,177
203,849
(48,590)

155,259

155,269

104,224

2,423,310

4,527,633
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Notice of the Annual General Meeting

Notice is hereby given that the Thirty Eighth Annual General Meeting of the shareholders of Diamond Trust Bank Kenya
Limited will be held at the Nairobi Serena Hotel, Nairobi, on Monday 24 May 2004 at 11.00 a.m. to fransact the following

business:
1. To confim the Minutes of the Thirty Seventh Annual General Meeting held on 30 May 2003.

‘2. Torecelive, consider and adopt the Annual Report and Financial Statements for the year ended 31 Decemiber
2003.

3. To approve payment of a final dividend of 17.5% on the Issued and Paid-up Share Capital of Shs 3927.5 million
to the shareholders registered in our books as at 24 May 2004 on or about 11 June 2004, as recommended by
the Board.,

4, To elect Directors in accordance with the Company's Articles of Association.
5. To approve the Directors’ fees.

4. To appoint the Company’s Auditors, PricewaterhouseCoopers, In accordance with Section 159(2) of the
Companies Act (Cap.486) and Section 24(1) of the Banking Act (Cap.488). PricewaterihouseCoopers have
indicated their willingness to continue in office.

7. Tonote the Auditors’ remuneration for the year 2003, and to authorise the Directors to fix the Auditors’ remuneration
for the year 2004,

8. To transact any other Ordinary Business of an Annual General Meeting.

By Order of the Board
Elizabeth W. Hinga
Company Secretary

23 February, 2004
Nairobi

1

[GMﬁ{ﬁH3*ﬂ

e — . -

Note

A member entitied to aftend and vote at the above Meeting is entitied to appoint one or more proxies to attend and vote on its/
his/her behalf. Such proxy need not be a member of the Company. A proxy form, which must be lodged with the Company
Secretary, PO. Box 61711, City Square 00200, Nairobi not later than 48 hours before the time for holding the Meeting, is enclosed,



Chairman’s Statement

he optimism seen at the
peginning of the year, following

the palitical changes at the end

of 2002, was not, unfortunately,
transiated into growth in the economy,
which rernained relatively stagnant for
most of the year. This was largely due
to the various travel advisories issued
oy some Western governments, which
nit fourism, one of the mainstays of the
aconomy, very badly, coupled with an
unsettled political environment,
Nevertheless, some uptum was seenin
the last quarter following the
resumption of external financial
assistance, paricularly by the IMF

Despite the generally uninspiring
picture, there was some modest
improvement in the underlying
economic indicators. GDP is forecast
to have grown by 1.4% during 2003,
up from the 1% recorded for 2002, and
the balance of payments surplus
improved to USS 208 million. Foreign
exchange reserves also continued to
grow to USS 1,362 million, just under 4
months cover,

Whilst underlying inflation remained
relatively low, at 2.7%, the average
annual overall inflation figure grew fo
2.8%. mainly reflecting Increases In
food and oll prices. The Shilling
exchange rate to the dollar remalned
steady at around 76.

The overall effects of this scenario on
the financial sector were low demand
for credit, an overall increase in the

liguidity of banks and a sharp decline

In interest rates. The 91 day Treasury Bill
rate fell from 8.4% at the beginning of
the year, 1o 1.5% in December, with a
commensurate drop In bank deposit
rates, With hard currency rates also
remaining low, Investors, Not surpnsingly,
tumed to the Nairobi Stock Exchange
n the hope of achieving a better refum
As a result the NSE Index almost
doubled, to 2,737, mainly during the
second half of the year

Lending by the banks to the Private
sector grew by only 7%, with surplus
liquidity continuing to be invested in

sovernment paper, up by 40%,

despite the very low interest rates. Non
performing loans (NPLs), af 25.6% of
total lendings. remained a problem for
the indusfry but did show a small
decline.

Thanks to the commitment of our
management and staff | am pleased
to advise that your bank, once again,
was able to perform considerably
better than the average for the banking
industry as a whole, retumning a profit
before tax of Shs 204 million, an
improvement of Shs @1 million or 81%
over the previous year. This significant
growth in profitability was achieved
despite an unprecedented drop in
interest rates and margins, through a
combination of continued expansion
of the bank’s corporate lending
portfolio, as well as diversification of ifs
income base. Total assets grew by 38%
to almost Shs 8.7 billion, of which

&b =

Our improved business profile
expansion of the infrastructure and
personalised service all played a part

in helping to attract this business and it

Is therefore no surprise that Diamond

ted No

ns of service, amongst

during 2003. However, we are still very
much aware of the dangers of

Increasing lendings in a stagnant

market and strict credit risk standards

contfinue 1o be applied. It is therefore

anking Industry o

low retum available

surplus funds, growth in our deposi

was kept 1o a minimum, but, they

nevertheless, incregsed by 42% 1o S5hs

6,528 millior

The much tighter lending margins

mentioned earller ontinued

competitive pressures in a thin market

as well as the sham drop ininte

all contributed to the growth in net
interest, of 22%, being well below the
expansion seen in our lending book,
Forfunately, the bank’s sfrategy, begun

two years ago, of diversifying ifs income

base, including seeking lending

business with ancillary eamings, is now
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Statement on Corporate Governance

Corporate governance defines the process and structure used to direct and manage business affairs of the company with
the aim of enhancing corporate accounting and shareholders’ long term value while taking into account the inferests of
other stakeholders.

The Board of Directors is responsible for the govemnance of the bank and is committed to ensuring that its business and
operations are conducted with integrity and in compliance with the law, intermationally accepted principles and best
practices of corporate govemnance and business ethics. In this respect, the Board has adopted the Guidelines on Comporate
Govemance Practices by Public Listed Companies in Kenya published by the Capital Markets Authority in 2002,

Board of Directors

The Board fulfills its fiduciary responsibility to the shareholders by maintaining control over the strategic, financial, operational
and compliance issues of the bank. Whilst the Board provides direction and guidance on strategic and general policy
matters and remains responsible for establishing and malintaining overall internal controls over financial, operational and
compliance issues, it has delegated authority to the Managing Director o conduct day to day business of the bank. The
Board meets at least six times a year. As at the datfe of this Statement, the Board consists of ten non- executive directors
(including the Chairman and Deputy Chairman) and one executive director (the Managing Director). The Board members
possess extensive experience in a varety of disciplines including banking, business and financial management, all of
which are applied in the overall management of the bank. All non- executive directors are subject fo periodic retirement
and re-election fo the Board. in accordance with the bank’'s Arficles of Association.

The Board has set up sub commiftees to supplement its functions. These include:

Board Nominating and Remuneration Commiftee (BNRC)

The members of the BNRC are the Chairman of the Board and two other non- executive directors. The Committee is
responsible for proposing new nominees to the Board, assessing the performance and effectiveness of directors, and
ensuring, through annual reviews, that the Board composition reflects an appropriate mix of skills and expertise required.
The BNRC is also mandated to recommend to the full Board the remuneration of executive directors and the structure of
their compensation package.

Board Audit Committee (BAC)

This Committee consists of three non-executive directors. The BAC, which meets on a quarterly basis, as a minimum, is
mandated 1o raise the standards of corporate govermnance by contfinuously improving the quality of financial reporting,
strengthening the control environment and the effectiveness of the intemnal and extemnal auditing functions, In addition to
advising the Board on best practice, the BAC clso monitors management's compliance with relevant local legisiation,
regulations and guidelines issued by regulatory bodies, as well as the bank’s laid down policies and procedures.

Internal Control Systems

The bank has well defined policies and procedures to ensure best practices are followed not only in conducting day to
day operations and financial reporting but also is implementing strategic action plans approved by the Board. A well-
structured organisation chart ensures that there is adequate segregation of dufies. Structures and systems have been
definad in the bank’s policies and procedures which ensure that all significant transactions, operations and commitments
are appropriately approved and are executed within agreed and defined parameters.

To assist management in fulfiling its mandate and ensure compliance with the laid down policies and procedures, various
comnmittees have been established. The roles, responsibilities and compaosition of some of the key management committees
are given below:

-10-
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Directors’ Report

| |

The directors submit their report together with the audited financial statements for the year ended 31 December 2003,
which disclose the state of affairs of the group.

Incorporation and Registered Office
The bank is incorporated in Kenya under the Companies Act and is domiciled in Kenya. The address of its registered office
is as disclosed on page 3.

Principal Activities

The group is engaged In the business of providing banking and other related services to the general public,

Results and Dividend

Shs 000
Group profit before tax 204,106
Tax 64,865
Profit after tax 139,241
Dividends 69,563
Retained profit for the year 69,678

The directars recommend the approval of a final dividend of Shs 69,562,500 (2002: Shs 47,700,000)

Directors

The present membetrship of the Board is listed on page 3

In accordance with Articles No. 23 and 94 of the bank’s Articles of Association, Messrs Jack J. Kisa, Abdul A, Samiji and Igbal
G. Mamdani retire by rotation and being eligible, offer themselves for re-election,

Auditors
The bank's auditors, PicewaterhouseCoopers, have indicated their willingness to continue in office in accordance with the
provisions of Section 159(2) of the Companies Act and Section 24(1) of the Banking Act.

By Order of the Board
Elizakbeth W. Hinga
Company Secretary

23 February, 2004
Nairobi



Statement of Directors’ Responsibilities

The Companies Act requires the directors to prepare financial statements for each financial year that give a true and fair
view of the state of affairs of the group and of the company as at the end of the financial year and of the group'’s profit o
loss. It also requires the directors to ensure that the company keeps proper accounting records that disclose, with reasonable

accuracy, the financial position of the company. They are also responsible for safeguarding the assets of the company.

The directors accept responsibility for the annual financial statements, which have been prepared using appropriate
accounting policies supported by reasonable and prudent judgements and estimates, in conformity with International
Financial Reporting Standards and the requirements of the Companies Act. The directors are of the opinion that the
financial statements give a true and fair view of the state of the financial affairs of the group and of the company and of
the group's profit or loss, The directors further accept responsibility for the maintenance of accounting records that may be

relied upon in the preparation of financial statements, as well as adequate systems of intemal financial control

Nothing has come fo the attention of the directors to indicate that the company and its subsidiary will not remain a going

concem for at least twelve months from the date of this staterment,

Robert A. Bird Nasim M. Deviji

Chairman Managing Director

23 Febuary, 2004

Nairobi
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Report of the Independent Auditors

We have audited the financial statements of Diamond Trust Bank Kenya for the year ended 31 December 2003 set out on
pages 15to 41.

Respective Responsibilities of Directors and Auditors
The directars are responsible for the preparation of financial statements as set out on page 13, Our responsibility is to
express an independent opinion on the financial statements based on our audit,

Basis of Opinion

We conducted our audit in accordance with International Standards on Auditing. Those standards require that we plan
and perform our audit fo obtain reasonable assurance that the financial statements are free from material misstatement.
An audit includes an exarmination, on a test basis, of evidence supporting the amounts and disclosures in the financial
statements. It also includes an assessment of the accounting policies used and significant estimates made by the directors,
as well as an evaluation of the overall presentation of the financial statements.

We have obtained all the information and explanations that to the best of cur knowledge and belief were necessary for the
purposes of our audit and believe that our audit provides a reasonable basis for our opinion.

Opinion

In our opinion proper books of account have been kept and the financial statements give a true and fair view of the state
of the financlal affairs of the group and of the company as at 31 December 2003 and of the profit and cash flows of the
group for the year then ended and comply with International Financial Reporting Standards and the Kenyan Companies
Act. The balance sheet of the company is in agreernent with the books of account.

PRCEVATERHOUSE COPERS

Certifled Public Accountants
23 February 2004
Nairobi

-14 -
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Consolidated Profit and Loss Account

for the year ended 31 December 2003

Interest income

Interest expense

N T . 1 "
Net Interest Income

Fee and commission income
Foreign exchange income
Other operating income

Upcrating Incone

Operating expenses

(Impairment loss) / write back of losses on loans and advances

Protit [rom Operations

Share of results of associates before tax

lax

Ividend

Proposed final dividend for the year

basic

diluted

o185

2003 2002

Notes Shs 000 Shs 000

569,077 548,769

2 (137,921) (196,411)
431,156 352

104,824 54,588

37,592 15,914

3 50,993 16,646

624,565 441,506

4 (402,344) (338,720)

14 (44,764) 711

177,457 103.497

12 26,649 9,302

204,106 112,799

6 (64,865) (37,274)

139,241 75,525

8 69,563 47,700

7 1.53 0.95

1.53 0.83

8 0.70 0.60



Consolidated Balance Sheet

at 31 December 2003

2003 2002

Notes Shs 000 Shs 000
Assels
Cash and balances with Central Bank of Kenya Q 517,134 324,010
Govemment securities 10 2,522,271 1,821,537
Deposits and balances due from banking institutions 1 179,022 956,833
Other assets 13 207,307 110,771
Loans and advances fo customers 14 4,882,138 2,696,344
Tax recoverable 24,680 24,680
Investment secuiities 15 - 100
Invastments in associates 12 167,709 163,941
Deferred tax asset 16 16,996 26,886
Property and equipment 17 166,926 148,652
Total Assets 8,684,183 6,273,754
Liabilities
Custormer deposits 19 6,528,151 4,580,802
Deposits and balances due fo banking institutions 20 334,106 202,517
Other liabilities 21 472,720 221,072
Total Liabilities 7,334,977 5,004,391
Shareholders™ Equity
Share capital 22 397,500 318,000
Share premium 22 16,320 16,320
Capital reserves 23 111,565 116,170
Retained eamings 754,258 772,173
Proposed dividend 8 69,563 47,700
lotal Sharcholders™ Equity 1,349,206 1,269,363
l'otal Liabilities and Equity 8,684,183 6,273,754

The financial statements on pages 15 to 41 were approved for issue by the board of directors on 23 February 2004 and
signed on its behalf by:

Robert A, Bird Nasim M. Deviji
Chairman Managing Director
Mahmood P Maniji Elizabeth W. Hinga
Deputy Chaimman Secretary

-16 -
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Bank Balance Sheet

at 31 December 2003

2003 2002
Notes Shs 000 Shs 000
\ssets

Cash and balances with Central Bank of Kenya 9 517,134 324,010
Government securitics 10 2,522,271 1,821,637
Deposits and balances due from banking institutions 11 179,022 56,833
Other assets 13 207,307 110,771
Loans and advances to customers 14 4,882,138 2,696,344
Tax recoverable 18,474 18,474
Investment securities 15 - 100
Investments in subsidiary and associates 12 79,139 79.139
Deferred tax asset 16 16,996 26,886
Property and equipment 74 166,926 148,652
[otal Assets 8,589,407 6,182,746

Liabilities
Custormer deposits 19 6,528,151 4,580,802
Deposits and balances due to banking institutions 20 334,106 202,517
Other liabilities 21 552,282 300,634
otal Liabilit 7,414,539 5,083,953

" 1 1 1
Y eholder | it

Share capital 22 397,500 318,000

Share premium 22 16,320 16,320
Capital reserves 23 26,942 27,295
Retained earnings 664,543 689,478
Proposed dividend 8 69,563 47,700

tal § holders™ Equity 1,174,868 1,098,793

Total Liabilities and Equity 8,589,407 6,182,746

The financial statements on pages 15 to 41 were approved for Issue by the board of directors on 23 February 2004 and
signed on its behalf by:

Robert A, Bird Nasim M. Devijl
Chairman Managing Director
Mahmood P. Maniji Elizabeth W. Hinga
Deputy Chairman Secretary
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Consolidated Statement of Changes in Equity

for the yeur ended 31 December 2003

Share Share Capital Retained Proposed
capital premium  reserve earnings  dividends Total
Notes Shs 000 Shs 000  Shs 000 Shs 000 Shs 000 Shs 000
Year ended 31 December 2002
Al start of year 318,000 16,320 97,388 771,897 31.800 1,235,405
Transfer of excess depreciation - (643) 643
Defened tax on excess depreciation . 192 (192) -
Deficit on revaluation of property - (4,314) (4,314)
Deferred tax on revaluation deficit - 1,294 1,294
Bonus shares issued by associate 22,435 (22,435)
lranslation differences (note (i) - (1,182) (5,565) (6,747)
Net gains / [losses) not recognised
in the profit and loss account 17,782 (27,549) (9.767)
Net profit 76,625 75,525
Dividends:
- Final for 2001 (31,800) (31,800)
Proposed final for 2002 8 (47,700) 47,700
At end of year 318,000 16,320 115,170 772,173 47,700 1,269,363
Year ended 31 December 2003
At start of year 318.000 16,320 115,170 772,173 47,700 1,269,363
Transfer of excess depreciation (504) 504
Deferred tax on excess depreciation 161 (151)
Transtation differences (note (i) - (3,252) (8,446) - (11,698)
Net losses not recognised in the
profit and loss account (3.605) (8,093) (11,698)
Bonus shares issued 79.500 (79,500)
Net profit - 139,241 139,241
Dividends:
- Final for 2002 : (47,700)  (47,700)
Proposed final for 2003 8 - (69.563) 69,563
At end of year 397.500 16,320 111,565 754,258 69,563 1,349,206
(i) These differences arise on translation of opening reserves in associated companies at year end exchange rates
-18 -
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Bank Statement of Changes in Equity

for the year ended 31 December 2003

Year ended 31 December 2002

At start of year

ransfer of excess depreciation
Deferred tax on excess depreciation
Deficit on revaluation of property
Defered tax on revaluation deficit
Net gains / (losses) not recognised

in the profit and loss account

Net profit

Dividends:

- Final for 2001

- Proposed final for 2002

At end of year

Year ended 31 December 2003

At start of year

Transfer of excess depreciation
Deferred tax on excess depreciation
Net gains / (losses) not recognised

in the profit and loss account
Bonus shares issued

Net profit

Dividends:

- Final for 2002

- Proposed final for 2003

At end of year

Notes

Share

capital
Shs 000

318,000

318,000

318,000

79,500

397,500

Share

premium
Shs 000

16,320

16,320

16,320

16,320

Capital
reserve
Shs 000

30,766
(643)

192
(4,314)

1,294

(3,471)

27,295

27,295

(504)
151

(353)

26,942

Retained
earnings
Shs 000

663,725

643
(192)

451

73,002

(47,700)

689,478

689,478

504

(151)

353
(79,500)

123.775

(69.563)

664,543

Proposed
dividends
Shs 000

31,800

(31,800)
47,700

47,700

47,700

(47,700)
69,563

69,563

Total
shs 000

1,060,611

(4,314)
1,294

(3,020)

73,002

(31,800)

1,098,793

1,098,793

123,775

(47,700)

1,174,868



Consolidated Cash Flow Statement

for the yeur ended 31 December 2003

2003 2002
Notes Shs 000 Shs 000
Cash Flows [rom Operating Activities
Interest receipts 583,470 526,785
Interest payments (138,645) (200,548)
Net fee and commission receipts 104,824 56,588
Other income received 79,376 32,644
Recoveries from loans previously written off 14 7,969 11,418
Payments fo employees and suppliers (376,394) (317,789)
Cash flows from operating activities before changes
in operating assets and liabilities 260,600 109,098
Changes in operating assets and liabilities:
- cash reserve requirement (89,216) 334,837
- Treasury bills purchased under repo agreement (64,992) -
- Government securities 359,136 (761,4558)
loans and advances (2,227,886) (880,048)
- other assefs (98,356) (24,305)
- customer depaosits 1,948,073 674,878
- ofher liabilities 205,307 1,732
f Net cash from / (used) in operating activities 292,666 (545.263)
Cash Flows from Investing Activities
Purchase of property and equipment 17 (50,455) (17,228)
Proceeds from sale of property and equipment 3,293 223
Proceeds from sale of investments 679 -
Dividend received 2,549 3,012
Net cash used in investing activities (43,934) (13,993)
Cash Flows from Financing Activities
Dividends paid (47,700) (31,800)
Net cash used in financing activifies (47,700) (31,800)
Net increase / (decrease) in cash and cash equivalents 201,032 (521,056)
Cash and cash equivalents at start of year 31 1,554,656 2,145,712
Cash and cash equivalents at end of year 31 1,755,688 1,654,656

500
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Accounting Policies

tor the year ended 31 December 2003

Property and Equipment (continued)

Increases in the camying amount arising on revaluation are credited to arevaluation reserve. Decreases that offset previous
increases of the same asset are charged against the revaluation reserve; all other decreases are charged fo the profit and
loss account. Each year the difference between depreciation based on the revalued carrying amount of the asset (the
depreciation charged to the profit and loss account) and depreciation based on the asset’s original cost Is transfened
from the revaluation reserve to retained eamings.

Depreciation is calculated on a straight line basis by reference to the expected uselul lives of the assets concerned. The
rates used are as follows:

Leasehold buildings Remaining period of lease
Leasehold improverments Remaining period of lease
Motor vehicles 25%

Fumiture, fittings and equipment 20% and 25%

Property and equipment are periadically reviewed for impairment. Where the carrying amount of an asset is greater than
its estimated recoverable amount, it is wiitten down immediately to its recoverable amount,

Government Securities

The group classifies its Government securities into the following two categories: held-to-maturity and available-for-sale
assets. Government securities with fixed maturlty where management has both the intent and the ability to hold to maturity
are classiflied as held-to-maturity,. Government securities, which may be sold in response to needs for liquidity or changes
in interest rates, are classified as available-for-sale. Management determines the appropriate classification of its investrments
at the time of the purchase.

Govemnment securities are Initially recognised at cost. Avallable-for-sale securities are subseguently re-measured at fair
value based on quoted prices. Unrealised gains and losses arlsing from changes in the fair value of securities classified as
available-for-sale are recognised In the profit and loss account. Held-to-maturity investments are carried at amortised cost.

Impairment of this security occurs if its carrying amount is greater than its estimated recoverable amount. The amount of
the impairment loss for assets caried at amortised cost is calculated as the difference between the asset’s carrying
amount and the present value of expected future cash flows discounted at the financial asset's contractual effective
Interest rate.

Loans and Advances and Provisions for Loan Impairment

Loans and advances are recognised when cash is advanced to borrowers,

A provision for loan impairment is established if there is objective evidence that the group will not be able to collect all
amounts due according fo the contractual terms of loans, The amount of the provision is the difference between the
carnying amount and the recoverable amount, including amounts recaverable from guarantees and collateral,

A general provision for loan impairment is established to cover losses that are judged fo be present in the lending portfolio
at the balance sheet date, but which have not been specifically identified as such. This provision is based on the directors’
assessment of the latent risk of default known to be present In the portfolio of the Bank’s advances.

When a loan is deemed uncollectable, it Is written off against the related provision for impairments. Subsequent recoveries
are credited to the provision for loan losses in the profit and loss account .

If the amount of the impairment subsequently decreaseas due to an event occuring after the write-down, the release of
the provision Is credited as a reduction of the provision for Impairment in the profit and loss account.

-22.
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Accounting Policies

for the yeur ended 31 December 2003

Translation of Foreign Currencies

Transactions during the year are converted into Kenya Shillings at rates ruling at the fransaction dates. Assets and liabilities
at the balance sheet date which are expressed in foreign currencies are translated into Kenya Shillings at the rates iling at
that date. The resulting differences from conversion and hanslation are dealt with in the profit and loss account in the year
in which they arise. Exchange differences resulting from franslation of opening net assets of foreign associates are dealt

with in reserves.

Deflerred Tax

Deferred tax is provided in full, using the liability method, for all temporary differences arising between the tax bases of
assets and liabilities and their carrying values for financial reporting purposes. Tax rates enacted or st Ibstantively enacted
at the balance sheet date are used to determine deferred tax,

Defened fax assets are recognised only fo the extent that it is probable that future taxable profits will be available against

which temporary differences can be utilised.

Employee Entitlements

Employee entitlerments to gratuity and long service awards are recognised when they accrue fo employees. A provision is
made for the liability for such entitterments as a result of services rendered by employees up to the balance sheet date. The
monetary liability for employees’ accrued annual leave entilement at the balance sheet date is recognised as an expense

accrual,

Retirement Benetit Obligations
The group operates a defined contribution refirement scheme, the assets of which are held in a separate frustee-administered
fund. The group’s contributions to the defined confribution scheme are charged to the profit and loss account in the year

to which they relate

Dividends Payable
Dividends on ordinary shares are charged to equity in the period in which they are declared. Proposed dividends are

shown as a separate component of equity until approved.

Forward Foreign Exchange Contracts
Forward foreign exchange contracts are caried at their fair value. Gains and losses on forward foreign exchange contiacts

are included in net tfrading income as they arise.

Acceptances, Guarantees and [ .ctiers of Credit
Acceptances, guarantees and lefters of credit are accounted for as off-balance sheet fransactions and disclosed as

contingent liabilities.
Comparatives

Where necessary, comparative figures have been adjusted or extended to conform with changes in presentation in the

current year

-23-



Notes Forming Part of the Financial Statements
for the vear ended 31 December 2003
2003 2002
Shs 000 Shs 000
1 Interest Income
Loans and advances 408,297 312,322
Govemment securities 150,786 224,513
Placements and bank balances 9,994 11,934
569,077 548,769
2 Interest Expense
Customer deposits 133,221 189,828
Deposits due to banking Institutions 4,700 6,583
137,921 196,411
3 Other f][nrl:ﬂi[lg Income
Rental income 8,987 9.394
Gain on disposal of Government securities 32,047 -
Fair value gain on treasury bonds 7,388
Gain / (loss) on sale of fixed assels 1,242 (84)
| Other 1,329 7,336
50,993 16,646
i 4 Operating Expenses
| The following iterms are included within operating expenses:
@
;‘ Staft costs (Note 5) 187,953 163,950
I Depreciation (Note 17) 25,723 20,687
! Operating lease rentals 31,765 27,042
| Contiibution to Deposit Protection Fund 6,238 5,603
;| Auditors’ rernuneration 2,300 2,145
i 5  Staff Costs
‘ Included within staff costs are:
fl
:
i Retirerment benefit costs:
1 - Defined contribution scheme 10,932 9,435
‘ - National Soclal Security Fund 257 305
j The number of persons employed by the group (excluding associates) at the year end was 133 (2002: 103).
I|
| -24-
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Notes Forming Part of the Financial Statements

for the vear ended 31 December 2003

2003 2002
Shs 000 Shs 000
[§ [ax
Current tax 456,341
Deferred tax (Note 16) 9,890 33.507
Share of tax of associates (Note 12) 8,634 3,767
64,865 37,274
At 31 December 2002 the bank had fax losses amounting to
Shs 60,822,000 which had been fully utilised by 31 December 2003.
The tax on the group’s profit before tax differs from the theoretical
amount that would arise using the basic tax rate as follows:
Profit before tax 204,106 112,799
Tax calculated at a tax rate of 30% (2002: 30%) 61,232 33,840
Tax effect of:
Income not subject to tax (749) (89)
Expenses not deductible for tax purposes 4,382 2.525
Utilisation of previously unrecognised tax losses and
income exempt from tax in subsidiary and associates - 76
Other - 22
Tax charge 64,865 37,274
Earnings per Share
Basic eamings per share are calculated on the profit aftributable to
shareholders of Shs 139,241,000 (2002: Shs 75,525,000) and on the
weighted average number of ordinary shares outstanding during the year,
Net profit attributable to shareholders (Shs thousands) 139,241 75,525
Weighted average number of ordinary shares in issue (thousands) 91.094 79,500
Basic eamings per share (Shs) 1.53 0.95
Diluted earnings per share (Shs) 1.53 0.83

Diluted earnings per share have been calculated on the basis of the weighted average number of ordinary shares
in issue at 31 December 2003, There are no potentially dilutive shares outstanding at 31 December 2003,

-25.



Notes Forming Part of the Financial Statements

ir the ve: 31 December 2003

8 Dividends per Share
Proposed dividends are accounted for as a separate component of equity until they have been ratified at an
annual general meeting. At the annual general meeting to be held on 24 May 2004, a final dividend in respect of
the year ended 31 December 2003 of Shs 0.70 per share amounting to a total of Shs 69,562,500 is 1o be proposed.
The total dividend for the year is Shs 0.70 per share (2002: Shs 0.60), amounting to a total of Shs 69,562,500 (2002:
Shs 47,700,000). Payment of dividends is subject to withholding tax ot a rate of 5% for residents and 10% for non-
resident shareholders.

2003 2002
Shs 000 Shs 000
9 Cash and Balances with Central Bank of Kenya
Group and bank
Cassh in hand 48,235 24,464
Balances with Central Bank of Kenya 403,907 299,546
Treasury bills under repo purchase agreement 64,992
517,134 324,010
10 Government Securities
Group and bank
Available-for-sale
Treasury bonds 456,137 1,045,661
Treasury bills 2,066,134 774,822
Other Government securities - 1.054
2,522,271 1,821,537

Treasury bills and bonds are debt securities issued by the Republic of Kenya. Treasury bills and bonds are classified
as avdilable-for-sale investments. As at 31 December 2003 Government securities amounting to Shs 1,847,392,000
(2002: shs 775,876,000) were within 90 days to maturity.
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Notes Forming Part of the Financial Statements

[or the year ended 31 December 2003

2003 2002
Shs 000 Shs 000
i Deposits and Balances due from Banking Institutions
Group and bank
Due from other banks 179,022 956,833
All deposits due from banking institutions are due within 90 days.
> Investments in Subsidiary and Associates
Group
At start of year 163,941 168,165
Share of results before tax 26,649 9,302
Share of tax (Note 6) (8,634) (3,767)
Dividend paid (2,549) (3.012)
ranslation differences (11,698) (6,.747)
At end of year 167,709 163,941
The subsidiary and the associates are listed below together with the interests held
Group Bank
Beneficial 2003 2002 2003 2002

Ownership Shs 000 Shs 000 Shs 000 Shs 000

Subsidiary

Premier Savings and Finance Limited 100% - - 29,137 29,137

Associates

Comlech Systems Limited 29% 1 | 1 I

Diamond Trust Bank Uganda Limited 27% 58,854 57,314 25,000 25,000

Diamond Trust Bank Tanzania Limited 33% 108,853 106,625 25,000 25,000

Semvices and Systems Limited 40% 1 1 1 ]
167,709 163,941 50,002 50,002

Total investment in subsidiary and associates 167,709 163,941 79.139 79,139

The subsidiary, which is incorporated in Kenya, is now domant,
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Notes Forming Part of the Financial Statements

for the vear ended 3] December 2003

2003
Shs 000
13 Other Assets
Group and bank
Uncleared effects 57,031
Prepaid operating lease rentals (Note 18) 4,606
Foreclosed property 25,000
Iterms in the course of collection 69,088
Other 51,582
207,307
14 Loans and Advances to Customers
Group and bank
Hire purchase 642,349
Other loans and advances 4,372,866
Gross loans and advances 5,015,215
Less: Provision for impairment of loans and advances
- Specific provision 83,077
- General provision 50,000
Net loans and advances 4,882,138
Moverments in provision for impairment of loans and advances are as follows:
Specific
provision
Shs 000
Year ended 31 December 2002
At start of year 94,928
New and increased provision 17,007
Recoveries of amounts previously provided (16,500)
Loans wiitten off during the year as uncollectable (37,371)
At end of year 58,064
Year ended 31 December 2003
At start of year 58,064
New and increased provision 30,855
Recoveries of amounts previously provided (1,922)
Loans written off during the year as uncollectable (3,920)
At end of year 83,077
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2002
Shs 000

32,073

6,426
25,000
30,776
16,496

110,771

315,231
2,465,377

2,780,608

58,064

26,200

2,696,344

General
provision
Shs 000

16,000
10,200

26,200

26,200

23,800

50,000




Notes Forming Part of the Financial Statements

for the year ended 31 December 2003

14 l.oans and Advances to Customers (continued

Specific General
provision provision Total
Shs 000 Shs 000 Shs 000
Charge to profit and loss account

Year ended 31 December 2002

New and increased provision 17,007 10,200 27.207
Recoveries of amounts previously provided (16,500) - (16,500)
Net increase in provision 507 10,200 10,707
Amounts recovered previously written off (11,418) - (11,418)
Net (wiite back) / charge fo profit and loss account (10,911) 10,200 (711)

Year ended 31 December 2003

New and increased provision 30,855 23,800 54,655
Recoveries of amounts previously provided (1,922) - "1 .922)
Net increase in provision 28,933 23,800 52,773
Amounts recovered previously written off (7.969) (7,969)
Net charge to profit and loss account 20,964 23,800 44,764

All loans have been written down to their estimated recoverable amount. The aggregate amount of non-performing
loans, net of provision for impairment losses, at 31 December 2003, was Shs 44,738,000 (2002: Shs 103,605,000)

Analysis by economic sectors

Economic sector risk concentrations within the customer loan portfolio were as follows:

2003 2002 2003 2002
Shs 000 Shs 000 % %
Agriculture, hunting. fishing and forestry 377,776 211,160 8 7
Manufacturing 497,441 286,435 10 10
Wholesale and retail trade 1,309,070 771,847 26 28
Transport and communications 712,289 436,250 14 16
Business services 85,171 110,905 2 4
Social, community and personal services 15,604 5,842 0 0
Real estate 645,594 190,925 13
Other 1,372,270 767,244 27 28
5,015,215 2,780,608 100 100

- 29 -



Notes Forming Part of the Financial Statements

for the year ended 31 December 2003

14 Loans and Advances to Customers (continued
The loans and advances to customers include receivables

under hire purchase contracts, which are analysed as follows:

Gross investment in hire purchase contracts

Unearned future finance income on hire purchase contracts
Net investment in hire purchase contracts

Included in the provision for impairment for loan losses

as at 31 December 2003 are amounts of Shs 7,412,000

(2002: Shs 10,661,000) attibutable to uncollectible
receivables under hire purchase contracts.

5 Investment Securities
Group and bank
Unguoted shares
The investment in unquoted shares was sold during the year
16 Deferred Tax
Group and bank
Deferred tax is calculated, in full, on all temporary differences
under the liability method using a principal fax rate of 30% (2002: 30%).
The movement on the deferned tax account is as follows:
At start of year
Income statement charge (Note 6)

Defered tax on revaluation surplus

At end of year

=30 =
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2003
Shs 000

727,192
(84,843)

642,349

26,886
(9,890)

16,996

2002
Shs 000

355,071
(39,840)

315,231

59,099
(33,507)
1,294

26,886




Notes Forming Part of the Financial Statements

for the year ended 31 December 2003

16 Deferred Tax (continued)
Consolidated deferred tax assets and liabilities, deferred tax charge in the profit and loss account and deferred tax
charge in equity are attributable to the following items

Charged to
1.1.2003 profit & loss 31.12.2003

Shs 000 Shs 000 Shs 000
Deferred tax liabilities
Accelerated tax depreciation (4,736) (627) 5,363)
Revaluation surplus 11,700 (161) 11,549

6,964 (778) 6,186

Deferred tax assets
Provisions (15,604) (7.578) (23,182)
Tax losses carried forward (18.244) 18,246

(33,850) 10,668 (23,182)
Net deferred tax asset (26,886) 2,890 (16,996)
Property and Equipment

Fixtures
Leasehold Leasehold fittings & Motor
buildings improvements equipment vehicles Total

Group and bank Shs 000 Shs 000 Shs 000 Shs 000 Shs 000
Cost or valuation
Al 1 January 2003 108,999 4,855 145,478 19,937 279,269
Additions - 11,635 38,665 165 50,455
Disposals (6,923) (2.374) . (Q,297)
At 31 December 2003 102,076 16,490 181,769 20,092 320,427
Depreciation
At 1 January 2003 2,055 231 110,237 18,094 130,617
Charge for the year 1,842 2,580 20,639 762 25,723
On disposals (511) (2,328) (2,839)
At 31 December 2003 3,386 2,811 128,448 18,856 153,501
Net book amount
At 31 December 2003 98,690 13,679 53,321 1,236 166,926
At 31 December 2002 106,944 4,624 35,241 1,843 148,652
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Notes Forming Part of the Financial Statements

for the year ended 31 December 2003

Property and Equipment (continued)

Land and buildings were revalued as at 31 December 2001, by Mohamed Samiji, an independent valuer, Valuations
were made on the basis of the open market value. The book values of the properties were adjusted to the revaluations
and the resultant surplus, net of deferred tax, was credited to capital reserve in shareholders’ equity.

If leasehold buildings were stated on the historical cost basis, the net book value would be Shs 73,877,000 (2002:
Shs 72,572,000).

I8 Prepaid Operating Lease Rentals

2003 2002
Shs 000 Shs 000
At start of year 6,426 6,670
Disposal (1,594) -
Amortisation charge for the year (226) (244)
At end of year 4,606 6.426
Cost 6,701 8,710
Accumulated amortisation (2,095) (2,284)
4,606 6,426
19 Customer Deposits

Group and bank
Current and demand deposits 1,263,035 650,918
Savings accounts 765,110 554,640
Fixed deposit accounts 4,499,798 3,375,036
Unredeemed bearer certificates of deposit 208 208
6,528,151 4,580,802

20 Deposits and Balances due to Banking Institutions

Group and bank
Deposits due to banking institutions 326,684 185,280
Current account balances due to banking institutions 7,422 17,237
334,106 202,517
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Notes Forming Part of the Financial Statements

for the year ended 31 December 2003

2 Other | liti
Group Bank

2003 2002 2003 2002
Shs 000 Shs 000 Shs 000 Shs 000
Due to subsidiary company - 79,562 79,562
Gratuity provision 27,269 26,008 27,269 26,008

Corporation tax payable 46,341 - 46,341
Qutstanding bankers cheques 205,635 26,663 205,635 - 26,663
Others 193,475 168,401 193,475 168,401

472,720 221,072 552,282 300,634

Movement in gratuity provision is as follows:

Shs 000

At start of year 26,008

Increase duiing the yean 1,261

At end of year 27,269

22 Share Capital

Number of Ordinary Share

shares shares premium

(Thousands) Shs 000 Shs 000

Balance at 1 January 2002 79,500 318,000 16,320

Balance at 1 January 2003 79,500 318,000 16,320
Bonus shares issued during the year 19,875 79.500

Balance at 31 December 2003 99,375 397,500 16,320

The total authorised number of ordinary shares is 125,000,000 (2002: 125,000,000) with a par value of Shs 4 per

share.
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for the year ended 31 December 2003

LD ['.IINT.II Reserves

Group Bank
Notes 2003 2002 2003 2002
Shs 000 Shs 000 Shs 000 Shs 000
Revaluation reserve

At start of year 27,295 30,766 27,295 30,766
Iransfer of excess depreciation and

defered tax thereon (353) (451) (353) (451)
Revaluation deficit during the year - (4.314) - (4,314)
Deferred tax on revaluation deficit 16 - 1,294 - 1,294
At end of year 26,942 27,295 26,942 27,295
Other

Bonus shares issued to the bank by
subsidiary and associates

At start of year 87,875 66,622
Translation adjustment (3,252) (1,182)
Bonus shares issued by associate - 22,435
At end of year 84,623 87,875 -

111,565 115,170 26,942 27,295

24 Off Balance Sheet Financial Instruments, Contingent Liabilities and Commitments
In common with other banks, the bank conducts business involving acceptances, guarantees, performance bonds
and letters of credit. The maijority of these facilities are offset by corresponding obligations of third parties. In addition,
there are other off-balance sheet financial instruments including forward contracts for the purchase and sale of
foreign curencies, the nominal amounts for which are not reflected in the consolidated balance sheet.

2003 2002
Shs 000 Shs 000

Contingent liabilities
Acceptances and letters of credit 386,235 190,985
Cuarantee and performance bonds 131,710 65,939

517,945 256,924

Nature of contingent liabilities

An acceptance is an undertaking by a bank to pay a bil of exchange drawn on a customer. The bank expects the
acceptances to be presented, and relmbursement by the customer is nomally iImmediate. Letters of credit commit the
bank to make payments to third parties, on production of documents, which are subsequently reimbursed by customers.

Guarantees are generally written by a bank to support performance by a customer to third parties. The bank will only
be required to meet these obligations in the event of the customer’s default,

LV [
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Notes Forming Part of the Financial Statements

for the year ended 31 December 2003

Off Balance Sheet Financial Instruments, Contingent Liabilities and Commitments (continued)

2003 2002
Shs 000 Shs 000
Commitments

Undrawn credit lines and other commitrments to lend 901,490 705,030
Foreign exchange forward contracts 43,355 39,940
Foreign exchange spot transactions 101,506 57,030
Operating lease rentals 125,832 29,933

Capital commitments 20,225
1,192,408 831,933

Nature of commitments
Commitments to lend are agreements to lend to custormers in future subject to certain conditions. Such commitments

are normally made for a fixed period.

Foreign exchange forward contracts are agreements to buy or sell a specified quantity of foreign currency, usually
on a specified future date at an agreed rate.

Business Segments
The maijor part of the business of the group is in Kenya and falls under the category of banking, which accounts for

more than 20% of the total income.

Interest Rate Risk

The group is exposed to various risks associated with the effects of fluctuations in the levels of market interest rate on
its financial position and cash flows. The group has a policy of regularly reviewing and re-pricing interest rates. The
table below summairises the exposure to interest rate risks. Included in the table are the group’s assets and liabilities
at carrying amounts, categorised by the earlier of contractual repricing or maturity dates. The group does not bear
an interest rate risk on off balance sheet items. All figures are in thousands of Kenya Shillings.
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Interest Rate Risk (continued)

At 31 December 2003

Assets

Cash and bank balances with
Central Bank of Kenya

Government securities

Deposits and balances due from
banking institutions

Investments in associates

Other assets

Advances to customers

Property and equipment

Tax receivable

Deferred tax asset

Total assets

Liabilities and Shareholders’ Funds

Customer deposits

Deposits and balances due o
banking institutions

Other liabilities

Sharcholders’ funds

Total Liabilities and
Shareholders’ Funds

Interest sensitivity gap
At 31 December 2002
Total assets

lotal liability and

shareholders’ funds

Interest sensitivity gap

Liquidity Risk

Upto 1 1-3
month months
64,992 -
447,401 1,538,125
178,195 -
4,805,152 -
5,495,740 1,538,125
4,186,382 1,901,144
291,716 41,844
4,478,098 1,942,988
1,017,642  (404,863)
3,337.816 802,948
3,488,799 994,570
(150,983) (191,622)

3-12
months

440,043

478,043

343,724

343,724

134,319

Q05,160

282,160

623,000

Non-
1-5 interest

years bearing

452,142

58,544 18,158
827
167,709
207,307
58,986
166,926
24,680
16,996

58,544 1,113,731

80,143 16,758

546

472,720
1,349,206

80,143 1,839,230

(21,599) (725.499)

315,200 912,630
1,608,225

315,200  (595,595)

| T

Total

517,134
2,522,271

179,022
167,709
207,307
4,882,138
166,926
24,680
16,996

8,684,183

6,528,151
334,106

472,720
1,349,206

8,684,183

The group s exposed to daily calls on its available cash resources from deposit repayments, cument account

withdrawals, loan draw downs and crystallisation of contingent liabilities. The group manages the level of maturing

funds available to meet such calls. The table below analyses assets and liabillities info relevant maturity groupings

based on the remaining period at 31 December 2003 to the contractual maturity date. All figures are in thousands

of Kenya Shillings.
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| |(|I1IL]|I\ Risk (continued)

At 31 December 2003 Uptol 1-3 3-12 1-5 Over 5
month months months years years Total

Assefts
Cash and bank balances with

Central Bank of Kenya 365,606 124,560 21,459 5,509 517,134
Covernment securities 449,746 1,397,646 608,947 65,932 - 2,522,271
Deposits and balances due

from banking institutions 179,022 - - - 179,022
Investments in associates - 167,709 167,709
Other assets 207,307 - - - 207,307
Advances 1o customers b72.9467 Q08,729 2,247,453 1,008,108 44,681 4,882,138
Property and equipment - - - - 166,926 166,926
lax receivable - 24,680 - 24,680
Deferred tax asset - 16,996 16,996
Total assets 1,874,648 2,430,936 2,877,859 | 1,121,225 379,516 8,684,183

1 |

Liabilities and Shareholders’ Funds

Customer deposits 4,195,207 1,907,645 344,876 80,423 - 6,528,151
Depaosits and balances due to

banking institutions 292,182 41,924 - - 334,106
Other liabilities 426,379 - 46,341 - 472,720
Shareholders’ funds - - - 1,349,206 1,349,206
Total Liabilities and

Shareholders’ Funds 4,913,768 1,949,569 391,217 ( 80,423 1,349,206 8,684,183 /

-1 ._-:. t g ll l . P:T’ '_.’ i
Net liquidity gap (3,039,120) 481,366 2,486,642 1,040,802 (969,690) -
At 31 December 2002
Total assets 1,372,631 . 1 .:{6:19:19 1,978,484 : 1,058,925 398,765 6,273,754 v
Total liabilities and
Shareholders’ Funds 3,727,765 993,494 283,132 - 1,269,363 6,273,754
¢ oy, 29

Net liquidity gap (2,355,134) 471,455 1,695,352 1,058,925 (870,598) -

The matching and controlled mismatching of the matuiities and interest rates of assets and liabilities is fundamental
to the management of the bank. It is unusual for banks ever to be completely matched since business transacted
is often of uncertain terms and of different types. An unmatched position potentially enhances profitability, but can

also increase the risk of losses.

The maturities of assets and liabilities and the ability to replace, at an acceptable cost, interest-bearing liabilities as
they mature, are important factors in assessing the liquidity of the bank and its exposure to changes in interest rates

and exchange rates.
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32 Related Party Transactions (continued)
At 31 December 2003 advances to directors and companies associated to directors amounted to Shs 214,778,000
(2002: Shs 94,481,000). These loans were given on commercial terms and at market rates.

At 31 December 2003 advances to employees amounted to Shs 2,921,000 (2002; Shs 4,116,000). These loans
were given at concessionary rates,

At 31 December 2003 customer deposits include deposits due to directors or their families, employees and companies
related through common directorship of Shs 708,365,000 (2002; Shs 386.680,000).

At 31 December 2003 contingent liabilities include letters of credit and guarantees issued for the account of
companies related through common directorship amaounting to Shs 33,976,000 (2002: Shs 18,690,000).

i3 Share Distribution Schedule and Ten Largest Shareholders

The distribution of issued share capital of the bank as at 31 December 2003 was as follows:

Range No of shareholders No of shares held % Shareholding
Less than 500 shares 1,670 370,239 0.37
500 - 5,000 shares 4,715 9,770,547 9.83
5,001 - 10,000 shares 1,348 9,518,138 9.58
10,001 - 100,000 shares 900 21,626,887 21.76
100,001 - 1,000,000 shares 44 10,798,581 10.87
Over 1,000,000 shares 8 47,290,608 47.59
Total 8,685 99,375,000 100.00

The ten largest shareholders of the bank and their respective holdings as at 31 December 2003 were as follows:

Name No. of shares % Shareholding
Aga Khan Fund for Economic Development 22,592,097 2203
International Finance Corporation 9,999,985 10.06
The Jubilee Insurance Company Limited 6,255,703 6.30
Barclays (Kenya) Nominees Ltd 2,749,991 2.77
The Diamond Jubilee Investment Trust (U) Ltd 1.859.371 1.87
Noorali Mohan Maniji 1,408,461 1.42
Ameerali Nazarali 1,375,000 1.38
Craysell Investments Lid 1,050,000 1.05
Amin Nanji Juma 902,697 0.91
Ameerali K. Somji and Gulzar A. K. Somii 893,040 0.90
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Central Bank of Kenya (Amendment) Act 2000

Parliament passed the Central Bank of Kenya (Amendment) Act 2000 (the Act) during 2001. The Act, which had a
commencement date of 1 January 2001, received presidential assent in August 2001, Following the presidential
assent, the banking industry asked the Constitutional Court, to declare the Act unconstitutional and therefore null
and vold as it had a retrospective commencement date, infroduced penalties for lawful actions taken in the past
and invalidated contracts already in place. The constitutional court delivered its judgement in early 2002. A decree
extracted from the judgement confirmed that the banking industry’s prayers to the court had been granted. This
decree was however challenged by the Attomey General who, in a consent order, sought to vary the decree so as
to declare the Act void only fo the extent it is retrospective and penal. This consent order was granted, but was
immediately challenged by the Kenya Bankers Association and the Central Bank of Kenya. This matter is yet to be
determined by court. In preparing these financial statements, the directors have relied on the legal advice obtained
by the Kenya Bankers Association on behalf of member banks. In the opinion of the association’s lawyers, Section 39
of the Act (which provides for minimum rates of interest on deposits and maximum rates for advances) is inoperational
for all infents and purposes, and can only be reintroduced by Parliament at a future date, The directors have
considered this matter and have prepared these financial statements on the basis of the advice obtained.
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Financial Performance Charts
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The Company Secretary,
Diamond Trust Bank Kenya Limited,
P O. Box 61711, City Square 00200

Nairobi, Kerya




