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Rotice of Annoal General Aleeting

Notice is hereby given that
the forly fourth Annual
General Meeting of CFC Bank
Limited will be held ot the
CFC Centre, Chiromo Road,
Westlands, Nairobi on Friday
1Tth June 199% af 11.00 a.m. for
the following purposes:

1. To confirm the Miniutes of the
forty third Annual General
Meeting held on 29th May
1998.

2. To receive and consider
the financial statements for the
year ended 31st December
1998 and the Directors’ ond
Auditors’ Reporis thereon.

3. To gpprove the payment of a
first and final dividend for the
yvaar ended 31st December
1598 of 13.4% on the lssued
Share Capital.

4, To elect Directors:

i) Mr. AP Harndlton, a director
who has atfained the age of
71 years, vacates office
under section 186(5) of the
Companies Act (Cap 486}
Special nofice has been
received by the Company
pursuant to Section 142 of the
Companies Act of the intenticn

to propose the following

resolufion, in accordance with
section 186(5} of the said Act, fo
be considered and, if thought
fit, passed by the Members:

“ That Mr. AP Hamillon, a
Director who has affained the

age of 71 years he and is
hereby re-elected as o
Director of the Company untif
he next comes up for
refirement by rofation under
the Companys Arficles of
Assaciation®

{ii} Mr. J.G. Kiereini refires from
the Board by rofation and,
being eligible. offers himself
for re-election,

5. To approve the Directors’
remuneration for the yeor
ended 31st December 19938
as provided in the financial
statements.

6. To note that Deloitte &
Touche continue as Auditors
under the provisions of Section
159(2} of the Companies Act
{Cap 486) and subject fo
Section 24(1} of the Banking
Act [Cap 488) and to authorise
the Direclors to agree their
remuneration.

By Order ¢f the Beard

R R Vora
Secretary

15. Morch 1999

Note. A member entitled to affend and vote at the above menfioned meeting
and any adjournment thereof is entitled fo appoint a proxy to attend and vote
on his or her behalf. Such proxy need not be o member of the Company.
A form of proxy. which must be lodged ai the Registered Office of the
Company not later than 48 hours before the fime for holding the Meeting is
enclosed.
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1998 proved fo be a turbulent year
in the banking industry and the
economy as a whole. As |
had indicated in my staternent

last year, the pressures on
a large number of banks
competing in a risk-prone

market  with  limited growth
potenfial led fo g banking crisis
with the inevitable increase in
non-performing advances and
consequential provisions for bad
and doubfful debts for a nurmber
of banks. The measures token
by the Cenfrcl Bank of Kenya,
covering quite o few aspects
affecting the banking syslem,
are limely and intended to
assist the much  needed
consolidation and  profession-
alism.

On the economic front, Kenva
has faced many challenges
against a back-drop of falling
GDP  growth. Wheregs  the
control of inflation and money
supply, the recent reduction in
interest rates and the stability of
the shiling were some of
the posifive factors, the continued
lack of progress in certain macro
level issues has remained a
key feature influencing investor
confidence and attendant infiows;
the offermath of the tragic events
of August last year compounded
the problam contributing 1o «
generdl slow down in the
economy af large,

There has been an ongoing
debale about the reduction in
interest rates which are, of course,
welcome.  With the demand
for credit being subdued, coupled
with the need 10 oversee a
growing volume of non
performing advances, the liquidity
in the banking system confinued
fo remain parked substantially
in Ireosury bills. With supply
exceading demand, the vyield
tfrend for treasury bills continued
to decline. Itis of interest for you to
note that your Bank had 9%
and 7% of total assets and
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total demand/time lLabilities
respectively as holdings in
freasury bills and bonds as of 3si
Cecember 1998, | am pleased
to report that your Bank was cne
of the few to increase its advances
albeit modestly during the year,

Most certainly the present low
inferest rate scenario represents
an  opportunity.  Confrol  of
operating costs through
increasing operational efficiency
will become an area demanding
greater focus  Your Bank's
sustained policy of conlainment of
cosi/income ratio, of plough-back
of  substantial  profits 1o
reserves and careful planning

_ of investmenis to tap the Bank’s

business potential, namely the
new CFC Cenire which will
become fully operafional this year,
will continue for future years.
The decision to expaond business
by way of such productive
investrnents  will form the
foundation of your Bank's future.

The simuliorecus re-organisation
of systems and reporting lines
will result in further cost
economies leading to an
improved cost/income rotio
for 1999,

Turning  now to your Bank's
performance, we have continued
to focus on liability management
infroduced since 1996 through
our Asset qand Lliability
Managerment Commilteg. The
Bank's deposit bose reduced by
12% {Cerfificales of Deposit were
well below the statutory ceiling)
with a modest increase in
advances. This reduction In
deposits was managed despite
the "flight to quality” that was
widely experienced following
the turmol! in the banking industry
referred fo above. The resuliing
Credit /Deposit Ratic which  stoed
at 84% has alse heen soundly
managed through the increasing
usage of the Lline obtained
from the International Finance

Corporation  (IFC} of Washingfon
which was fully drown during

‘the year. Usage of the IFC Line has

had a two-fold benefit wviz
loweting funding costs for the
Bank’s expanding clientele and
a significant improvement in mis
match of assets and liabilities
which is a serious issue in the
Kenyan barking industry.

The growth in your Banks
advances ageinst the general
trend represented g defermined
effort to broaden vyour Bank's
core lending portiolio across all
major productive seciors of the
aconomy viz trade, Industry and
agriculture. This growth may be
considerad satistactory nofing the
regular in-flows i respect of the
Bank's portfolic of asset
backed financing. During 1998
your Bank continued 1o diversily
further imo lendings by way of
overdrafts, term loans ond
bill discounting business including
import and export financing.
Stringent prudent risk assessment
policies  conlinyed to be in
place and are being reinforced
frem year to  yecr depending
upon  aoclugl  experience Qs
evidenced by the increased level
of Non-Performing Loans and
Advances fotalling Shs
426,969,000 representing 13%
of Gross Loons  and
Advances with Provisions
totailing Shs 233,771,860
being 7% of gress loans and
advances. In inewith your Bank’s
conservative approach, o sig-
nificant number of credit risk
oppertunities were not found
suitable during the year and as
such were declined.  Actual
Provisions as a percentage of
Non-Performing Loans  and
Advances stood ot 55% with
Interest in Suspense tofalling
Shs 66,388,052, Additicnolly, the
Bank’s  Genergl  Provisions
remained ot Shs 37,872,309 It is
hoped that the reduced debt
servicing burden on our clients
presently experiencing difficulties
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will assist the Bank in future
recoveries coniributing fo an
improvement In this area of asset
management.

Given the “knock-on” effect of the
trading conditions, your Bank’s
liquidity has remained extremaly
high at an average of 45% cs
compared to the mandatory 20%.
This feature per se may not
oppear 1o be accepiable but, in
view of the Bank’s conscious
policy of managing its liahility
profile and investment portfolio,
this feature may be regarded
as safisfactory.  Further, your
Banks Capital Adequocy Ratio
stood af 33% compared 1o ihe
mandatory 7.5% with Paid-up
Capital and Unimpaired Reserves
fo Total Deposit Liabilities at
41% compared lo the sfafutory
minimurm of 8%.

Against the bhack-drop of the
difficult  frading environment
detailled above, compared to
previous vear, Consolidated Profit
after  Toxation reflecded a
marginal  reduction  of 5%
to Shs 279,350,490 whereqs
Earnings  Per Share showed
a reduction of 7% fo Shs 2.39.
While Refurn on Assets evidenced
a margindl reduction fo 4%,
the Refurn on Average Capital
sfill remains high in comparison
o, and in the coniext of, the
banking industry. A final dividend
of Shs 0.67 per shore s
recommended povable on or
abaout 18th June 1999

As mentioned earlier, your Bank
confinues fo invest for the future.
In addition to the new CFC
Centre, nvestments continue in
the new MICR system, where
we |ook forward 1o further
improvements  in the money
fransmission  system, iogether
with  enhanced  technology
particularly  in the  treasury
management area. We also
continue fo make substantial
investmenis each vyear on
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staff training of all levels so os
to enhance client safisfaction, staff
motivadion and the Bank’s overall
competitive abilities.

Your Bank (s well advanced with
a comprehensive programme to
address the implications of
the Year 2000 problem. The
Banks core banking software
systems have been cerfified as
compliont and the remaining
hardware and non-core software
applications  are  concurrently
under final review. As vou will no
doubt have read, there siill
remains some doubts as to the
totalty of the problem and
aceordingly we are establishing
Year 2000 business continuity
plans in the event thal any
systemic faults arise.

To close, | would like to express
my continued apprecigtion 0
my fellow direcfors for their
professional contributions, support
and guidonce. | would also like 1o
thank the monagement and staff
for their perfermance during a
difficull year. #t is generally
acknowledged that this year will
prove to be more challenging
with spreads remaining under
pressure exerting dan impaoct on
potential profit. Nonetheless, |
would like o assure you that your
Bank remains proactive and
continues fo take the required
steps to remain alert and
compefitive. 1, therefore, remain
canfident as to both the short and
medium term future of your Bank.

PX. Jani
Chairman

15 March 1999
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Mwaka 1998 ulidhihirisha
kwamba ni wa matatizo kwa
benki za nchini na uchumi kwa
jumla. Kama nilivyoeleza katika
taarifa yangu mwaka jana, hali
ilivyokuwa kwa benki nying! nchini
zikishindana  kwenye  soko
ambalo ustawi uvlikuwg habo
ulisababisha  msukosvke  mio-
ngoni mwa  mabenki  ng
Kuongezeka kwa visa va malipo
mengine yo awali  kutolewa
hatimaye kuwepo kwa madeni
makubwa  kwg  baadhi  ya
mobenkl. Hatua zilizochukuliwg
na Benki Kuu ya Kenya kugusia
mambo kadhog vanayohusu
Utaratibu wa benk!, zinafog na
zinatymainiwa kusaidia uthabiti
na uwdijibaki unaohitajika sana.

Kuhusu hali yao kiuchumi, Kenya
imekabiliwa na mambe mengi
huku ustawi wa mapato {GDP)
ukipunguka  mno.  ljopokuwa
juhudi zimefanywa kukabiliana na
kupanda kwa gharama za
maisha no hali ya utoaji pesa,
hatua za majuzi za kupunguzwa
kwa viwango vya riba na uthabii
wa shilingi zilikuwa baadhi ya
hatua za kufag, lakini hota hivyo
kuendelea  kukosekana  kwa
ustawi  kaoiika  viwango  fulani,
imebakia kama jambo la kuwa-
fia moyo wenve rastimali na
kuvutia wengine, na hasa kufuatio
maafa ya  Agosti mwaka
jana valivoongeza dhiki no
kuzorotesha hali ya kiuchumi
kwa jumla.

Kumekuwepo na mijadala ambaa
umekuwa ukiendela kuhusu
kupunguzwa kwa viwange vya
faida, ambavyo kwa kweli,
unakaribishwo.,  Huku kukiwepo
na maohiafl ya mkopo ambao
vnapunguzwa huku kukiwepo na
urmuhimu  wa  kuchunguza
ongezeko lo mikopo iliyotolewa
awali na isivolipiwa, kadhalikg
kupungua kwa fedha kwenye
utaratibu  wa  benki ambag
umeendelea kubakic kwa wing
katika hundi za biashara zg
Setikali (freasury bills and bonds).

Taanfa pa Hiwenpekiti

Ugawaji noe ukiwa umezidi
mahitaji, mofokea va hundi za
biashara za  Serikali  ulizidi
kupungua. Ni jambo lg maang
kwoka kujua kwamba Benki yako
ilikuwa na asilimia 9 na asllimia
17 ya mall yole na madeni ya
wakati zikifuatana, kwenye hundi
za biashara zg Serikali kufikia
Desemba 31, 1998 Hato hiwe
nina furaha kuripoh  kwamba
Benki yoko ilikuwa moja vazile
chache kuongeza mikopo kwa
waleja, ijapokuwa kwa kiwango
cha chini, mwaka jona.

Ama kwa kwell viwango vya chini
wa faida vinctoa nafasi fulani.
Kukabiliwa kwa gharama kupitia
usimamizi mwema, kutakuwa
ni jambo  ombalo  litapaswa
kuchunguzwea kwa makini.

Benki yoko ilizingatia moongozi
ya kukabiliona na viwango vya
gharema na maopato, kwa
kurgjesha tena kwenye hozing
yoke foida za kutosha na wakati
huo huo kuponga kwa makini
rasilmali yake 1l kuhakikisha kuwa
biashara yake, kwa jina CFC
Cenfre, itaweza kuanza kazi karmili
mwaka huu, ng itaendelea kwa
miaka mingi ijayo.

Uemuzi wa kupanua bigshara
kwa njia vo rasiimali zenye faida
utakuwa sehemu moja ya msingi
ya Benki yako siku za usoni.
Uratibu wa maro kwg mara na
habari zinazotolewda utawezesha
kuimarishwa kwa viwango vya
gharama na mapato mwaka huu
wa 1999

Sasq fukigusic rnatokeo ya Benki
yako, tumeendelea kuangalia
iinsi ya kukabiliana ng usimamizi
wa madeni zilizoanzishwa tangu
1996 chini ya karnati ya usima-
mizi wa mali na madeni {Asset
and Liahility Management
Committee.} Kiwange c¢ha
uwekaji  gkibo  katika  Benki
kilipungua kwa kiwange <ha
osilimia 12 (hati za uwekaj
zilkuwa  chini  ya kiwango

kinachohitgjiwag)  kukiwepe  no
ongezeka kidogo kwa mikopo.
Kupungua hukc kwa uwekdii
pesa uliweza kukabiliwa licha
yo kuwepe kwa “kuyoyomea
kwa ubora® ambago ulishuhudiwa
kote boada yo kuzuka kwa
misukosuko kwenye seklic yao
benk! karna ilivyogusiwag hapo juu.

fatokeo yo Kiwengo cho pesa
zingzowekwa [Credit/Deposit
Raotiol ambayo yalikuwa ni asilimic
84, pia yameweza kusimamiwa
vwema kupitia kwa ongezeko Ig
kuturmiwa kwa ‘laini’ iliyapatikana
kutoka kwa International Finance
Corporation (IFC) ya Washington
na ambayo ilitumiwa  vilivyo
mwaka jang.

Utumizi wa lagini ya IFC umekuwg
na foida sehemu mbil, yaani,
kupunguza gharama zo
kugharamia idodi kubwa
ya wateja ingyoongezeka na
ustawi wa kuweza kukabiliang
na hali ya mali na madeni, jambo
ambalo linachukuliwa kwa uzito
katika scko la nchini kibiashara.

Kuongezeka kwa mikopo
Inayotolewa na Benki yako dhidi
ya ulgratibu - wa  kawaida
kungwakilisha juhudi za kupanua
shughuli za Benki yako kwenye
sekta zote muhimu za kiuchumi
koma  vile, kwa  biashara,
viwandani no kilimo. Upanuzi huu
unaweza kuchukuliwa kama wa-
kuridhisha  ikitiliwa  maanani
kwamba uwekaji wa fedha katika
akiba ya Benki watosheleza,

Mnamo 1998, Benki vyako
iliendelen kusambaza hudumg
zoke za kutoa mikopo ziklwemo
‘overdrafts’ na hata kwa wenye
biasharo za kuingiza amg
kuuza mali zao ugenini.

Maongezi ya tahadhari
zinazoweza kuickea valiendela
kutiwg moanani na yandatiliwa
mkazo mwaka hodi mwakg
ikitegemeda vyaliyoshuhudiwa
kama inavycorodheshwa hapo




ambapo mikopoe ambayo haya-
jgiipiwa  faida ai jumlo  ya
Shs 426,969,000 zikiwa na
kiwange cha asilimia 13 va
mikope kamili, nayo va ziada
zikiwer ni jumla ya Shs 233,771,601
ambozo ol asilimia 7 yao
mikapo kamili,

Kulingana na uwelekevu wa
Benki yako, maombi mengine va
mikopo venye tashwishi, vali-
kataliwa. Mikepo ya zioda kama
kiwango fulani cha asilimia ya
faida ya mikopo isiyolipiwa
ilikuwa asilimic 55 ambapo riba
ni jumla ya Shs 66,388,052, Zaidi
ya hayo, fecho za kawaida za
zinda za benkl zilibakia  kuwa
Shs 37,872,309.

lnatazamiwa  kuwa  kKupungua
kwa  modeni  yanayohusu
huduma kwa wateja wetu ambao
kwa wakatl huu wana matatizo,
kutasaidia  Benki siku  zijazo
kujisulomisha na  hate kuji-
irarisha kwenye sehemu hil ya
usimamizi wa mali

Kutokana na hali ya kibiashara
“inavyogongana,” fedho kaiika
Benki yoko zimeongezeka kwao
kiwango cha asilimia 49
ikilinganishwa na  kiwango c¢ha
chini  kinachofakikana kisherig
cha asllimia 20. Pengine
ikissmwa hivi haiwezi kukubalika
ng wengine, lakini kutokana na
maongozi ya Benki va kujali hali
ya usimamizi ya ufanisi na
uwekeji rasilmali, hapana shaka
jiembo hili linaweza kuchukulivwa
kama la kuridhisha,

Zaidi ya hayo, Kiwango tashelezi
cha fedha (Capital Adeguacy
Ratiol kimekuwao asilimia 33
kikilinganishwa na asilimia 7.5
inachohitaiika ya fedha na akiba
ambayo  haijotengewa  kazi
yoyote [Pdid-up Capital and
Unimpared Reserves) hadi kwa
akiba ya mali kwa kiwango cha
asilimia 41 kuiinganishwa na
kiwango cha chini kinachohitajika

Taarifa na MWioenekit

kisheria cha asilimia 8. Inapo-
chunguzwa, hali ngumu  ya
mazingira ya kibiashara kama
ilivyoorodheshwa  hapo  juu,
ikitinganishwa na mwaka
uliotangulia  ambapo  faida
ya pamoja boada ya  kodi
ilionyesha kupungua kidogo kwda
asitimia 5 ambayo ilikuwa
Shs 279,350,490 ambapo
mapatc kwa kila hisa yalionyasho
kupungua  kwa  asilimia 7
ambapo ilikuwa Shs 2.39.

Wwakati  matokeo  ya  mali
yalionyesha kupungua ambapo
ilikuwa asilimia 4, rasilmali ya
kadir llibakia kiwango cha juu
ikilinganishwa na ya awali na
katika sekta hii ya benki. Mgawo
wa mwisho wa Shs 0.67 kwa Xilo
hisa inapendekezwa  ulipwe
tarehe 18 Jumi, 1999 au wakoti
huo.

Kama ilivyoelezwa awali, Benki
yako inagendelea kuweka rasiimali
kwa siku za usoni. Zaidi na kituo
kipya cha CFC Centre, urasimali
unaendelezwa katika mpango
mpya wa MICR, ambapo
tunaangaza macho kwa
uimarishaji wo mtindo wa
upokezl wa pesd, pamojg nc
kuimarnishwa kwa teknolojia no
hasa eneo la usimamizi vwekaji
rasilmall kila mwakq, upande
wa mafunzo kwa walanyl kazi
welu wa ngazi zote ili kuimarisha
na kulosheleza huduma kwa
watejg, motisha kwa watunishi
well no uwezo waq Benki yefu
kwot jumla kwenye ushindani.

Benki yako ko mbele na ratiba
kamifi  ya  kukabiliona  na
madharg  ya talizo g mwaka
2000. vifoa vya Benki wya
programu  {soflware) vimei-
dhinishwa kwamba vilaweza
kukabiliana na hali hiye, na
mitambo thardwarel  inozosalia
na vifuo vinginevyo vya
utumizi wa programu kwa
sasa vinachunguzwa kwa mara
ya mwisho.

Hapana shaka umeshasoma
kuwa bado kungali na tashwishi
kuhusu utatuzi halisi wa fafizo
hilo na kutokano na hayo,
tunaanzisha mipango ya
kibiasharo itakayoendelesha
biashara boada ya Mwaka 2000
iwdpo matatize ya mitambao
yangeweza kuzuka.

Kwa kufunga, ningependa -
kuwashukuru wokurugenzi
wenzangu kwa yale yofe
wamefanya, kuniunga mkono
na uongozi. Ningependa pic
kuwapongeza wosimaomizi no
wafanyi kazi wote kwa matokeo
mema wokali  wa  mwaka
mgumu  uliopita, Mwoka  huy
nae utakuwae ng mengi
yatakayohitajika kufanywa ili
kutuwezesha kupata faida.

Hata hivyo ningependa
kuwahakikishia kwamba Benki
yako itaendelea kujiimarisha na
kuchukua hatua za kufoo na
kuwa mache na  ushindani.
Kwa hivyo, nabakia nikiwa na
matumaini mema kwg Benki
wakali huu na siku za usoni.

PK. Joni
Mwenyekiti

15 Machi 1999



Congolidated Profir and Loss Account

For the year ended 31 Becember 1998

1998 1997

Note Shs Shs
INCORME 2 1,845,795,310 1,775,600,316
EXPENDITURE 3 1,420,114,217 1,291,834,244
CONSOLIDATED OPERATING PROFIT
BEFORE TAXATION 4 425,681,093 483,766,072
TAXATION 5 146,330,603 189,735,948
CONSOLIDATED PROFIT AFTER
TAXATION 6 279,350,490 294,030,124
MINORITY INTEREST 40,164,471 36,017,992
COMNSOLIDATED PROFIT AFTER
MINCRITY INTEREST 239,185,019 258 0121372
CIVIDEND - gross 7 67,000,000 67,000,000
RETAINED PROFIT FOR THE YEAR 194al 172,186,019 191,012,132
EARNINGS PER SHARE 8 2.39 2.58
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ambapo mikopo ambayo haya-
jalipiwa  faida ni jumla  ya
Shs 426,989,000 zikiwa na
kiwango cha gsilimig 13 ya
mikopo kamili, naye ya ziada
zikiwa ni jumla ya Shs 233,771,601
ambazo ni asilimia 7 va
mikopo kamili.

Kulingang na  uwelekevu wg
Benki yako, maombi mengine yg
mikopo yenye itashwishi, yali-
kataliwa. Mikopo ya zioda kama
kiwango fulani cha asifimia ya
faida ya mikopo Isivolipiwg
ilfkuwa asilimia 55 ambapo ribg
ni jumla ya Shs 66,388,052 Zaidi
ya hayo, fedho za kawaida za
ziodo za benki zlibokic  kuwa
3hs 37,872,309,

Ingtazamiwa  kuwa  kupungua
kwa rmadeni  yanayohusy
huduma kwo walejo welw crmboo
kwa wakotl huu wang maiatizo,
kutasoidic  Benki  siku  zijozo
kujisalomisha na  hafa  kuji-
imarisha kwenye sehemu hii ya
usimamizi wa mali.

Kuiokana na hali ya kibicshara
“indvyegonganag,” fedha katika
Benki yako zimsongereka kwa
kiwango cha asilimia 49
ikilinganishwa na  Kiwango cha
chini kinachotaokikana  kisheria
cha asilimia 20, Pengine
ikisermnwa hivi haiwezi kukubalika
na wengine, lakini kutokana no
maongezi ya Benki ya kulali hali
ya usimomizi ya ufanisi na
uwekdiji rasilimali, hapana shaka
jambao Al inaweza kuchukuliwa
kama la kuridhisha.

Zaidi ya hayo, Kiwange toshelezi
cha fedha (Capital Adeguacy
Ratio] kimekuwa asilimia 33
kikifinganishwa na asfliria 7.5
inachohitajike ya fedha na akiba
ambaye  haljatengewa  kazl
yoyate [Paid-up Capital and
Unimpared Reserves) hadi kwa
akiba ya mali kwa kiwango cha
asiimic 41 kulinganishwa no
kiwango cha chini kinacheohitajlka

Taarifa pa Mlwenyekiti

kisheria ¢ha asilimia 8. Inapo-
chunguzwa, hali ngumu ya
mazingira ya kibiashara kamna
ilivyoorodheshwa  hapo  juu,
ikilinganishwa na mwaka
ulietangulia ambapo  foida
ya pameja baada yd  kodi
ifionyesha kupungua kidego kwa
asilimio 5 ambayo ilikuwa
Shs 279,350,490 ambapo
manpato kwa Kila hisa yalionyesha
kupungua  kwg  asifimia 7
ambapo ilkuwa Shs 2.39,

Waokati  matokeo  ya  mali
yalionyesha kupungua ambapo
ilkuwa asilimia 4, rasilmall ya
kadiri ilibokia kiwango cha juu
ikilinganishwo na ya awali na
katika sekia hil ya benki, Mgawo
wa mwisho wa Shs 0.67 kwa kila
hisa ingpendekezwa  Ulipwe
tarehe 18 Juri, 1999 au wakati
huo.

Kama ilivycelezwo owol, Benki
yako inaendelea kuwaka rasilmali
kwa siku za usoni. Zaidi na kituo
kipya cha CRC Centre, urasimall
unaendelezwa kalika mpange
mpya wa MICR, ambapo
funaangaza macho kwa
vimarishaji wa miindo wa
upokezi wa p&sd, pamoja no
kuimarishwa kwa teknolojia na
hasa eneo la usimamizi vwekaj
rasiimali kila mwaka, upande
wa mafunzo kwa wafanyl kozi
wetu wa ngazl zote 1 kuirnarisha
na kutosheleza huduma kwa
wateja, motisha kwa watumishi
wetu na uwezo wd Benkl yety
kwa jumla kwenye ushindani.

Benki yoko ke mbele na ratiba
kamili  ya  kukablliona  na
madhara  ya iatizo o mwaka
2000. Vilba vya Benki wya
programu  {saftwarel  vimel-
dhinishwa kwamba vitowezo
kukabiliona na hali hiyo, na
mitambo hardware)  inozosalia
na vifga vinginevyo vyd
Utumizi wa  programu kwa
5050 vinachunguzwo kwo marg
ya miwisho,

Hapang shaka umeshasoma
kuweo bado kungali na tashwishi
kuhusu utatuzi halisi wa tatizo
hilo na kutckano na hayo,
tunagnzishd mipangs  ya
kibiashara itakayoendelesha
biashara baoda ya Mwaka 2000
iwape matgtizo ya  mitlambo
yangewsza kuzuka.

Kwa kufunga, ningependa
kuwashukuru wakurugenzi
wenzangu  kwa  yale  yofe
wamefanya, kuniunga mkono
na uongozi. Ningependd pid
kuwapongeza wasimamizi na
wafanyi kazl wote kwa matokeo
mema wakall  wo  mwaka
mgumu  uliopila. Mwaka huu
nao utakuwa na mengi
vatakayohitajlka  kufanywa 1l
kutuwezesha kupata faida.

Hafa hivyo ningependa
kuwahokikishic kwambag Benki
yako itaendelea kujiimarisha na
kuchukua hatua za kufaa na
kuwa macho na  ushindani
kKwa hivyo, nabokia nikiwa na
matumaini mema kwa Benki
wakati huu na siku za usoni.

PX. Joni
WMuwenyekiti

15 Machi 1999



Report of the Directors

The directors present their report together with the audited financical statements for the year
ended 31 December 1998.

ACTWITIES

The principal acfivities of the group are the provision of banking, insurance, financial and
relaied services.

GROUP RESULTS

Shs
Consolidated profit for the year
after taxation and minerity inferest 239,186,019
Proposed dividend 67,000,000
Retained profit carried fo reserves 172,186,019

e e —

DIVIDEND
The directors recommend a first and fingl dividend of sixty seven cents per share (13.4%) for

the year ended 31 December 1998 which is fo be paid on or about 18 Juna 1999 (o
shareholders registered ot the clase of business on 21 May 1999.

DIRECTCRS

The present directors are shown on page 2.

Mr J G Kiereini refires by rotation and being eligible, offers himself for re-election.

Mr A P Hamilton refires under the provision of section 186 of the Companies Act Cap 486. A
special notice has been received by the company pursuant to Section 142 of the Companies
Adl, and a resolution will be considered at the Annual General Meeting for his reappoiniment
as o director of the bank.

AUDITORS

The auditors, Delaiffe & Touche, having indicaled iheir willingness, confinue in office in
accordance with section 159 [2) of the Companies Act and subject fo Section 24(1) of the
Banking Act.

By order of the Board

R R Vorg

Secretary

Nairebi

15 March 1999




Report of the Auditors

To the members of CFC Bank Limited

We have audited the financial stafements on pages 10 to 28 and have obiained all the
infermation and explanations considerad necessary for our audit.

The financial statements are the responsibility of the directors. Cur responsibility Is to express
an cpinion on the financial statements based on our audit.

We conducted our audit in accordunce with generally accepted auditing standords. These
standards require that we plan and perform the audit fo obtain reasonakle assurance as to
whether the financial stafements are free of meferial misstatement.  An audit includes
exarmining, cn a fest basis, evidence supporting the ¢mounts and disclosures in the financial
statements, assessing the accounting principles used and significant estimates rmade by the
directors, and evaluating the overdll financial statement presentation.

In cur opinion:

1 Proper books of accaunt have been kept by the bank and the bank’s balance sheet is
in agreement therewith,

2 The finoncial statements, which comply with the Compacnies Act, give ¢ true and fair
view of the stale of affairs of the bank and the group at 31 December 1998 anc of the
profil and cash flows of the group for the year ended on that date,

Deloitte & Touche
Certified Public Accounts (Kenya)
Nairobi

15 March 1999



Congolidated Profit and Loss Account

For the year ended 31 Decernber 1998

1998 1997
Note Shs Shs
INCOME ? 1,845.795,310 1,775,600.315
EXPENDITURE 3 1,420,114,217 1,291,834,244
CONSOLIDATED GPERATING PRCFIT
BEFORE TAXATION 4 425,681,093 483,766,072
TAXATION 5 146,330,603 189,735,948
CONSOLIDATED PROFIT AFTER
TAXATION o 279,350,430 294,030,124
MINORITY INTEREST 40,164,471 36,017,992
CONSQLIDATED PROFIT AFTER
MINOQRITY INTEREST 239,186,019 258,012,132
DIVIDEND - gross 7 67,000,000 67,000,000
RETAINED PROFT FOR THE YEAR 19{a} 172,186,019 191,012,132
EARMINGS PER SHARE 8 2.39 258
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Consohidated Balance Sheet

31 December 1998

1998
Shs

340,363,076
1,118,095,620
1,121,875,793
3,064,740,813
363,368,909
19,681,353
60,000,000
340,288,515

480,224,435

1997
Shs

507,968,173
919,133,564
1.215,376,789
2.902,408,432
464,009,705
13,941,085

406,123,745
285,005,788

4,908 638,514

6,723,967,881

2,399,545 N5
560,283,146
618,500,000

1,535,429,023

485,088
67,000,000

2,384,513,641
1,039,053,000
125,400,000
1,362,053,922
4,501,307
258,443,847
67,000,000

5181,242,372

5,240,965,717

Note
ASSETS
Cash and balances with Central Bank of Kenya ]
Government securities 10
Deposits and balances due from banking institutions
Loans and advances 1o customers N
Other debtars and prepayments
Taxation recoverable
Invesiment in subsidiary company 13
Other invesiments 14
Fixed ossets 15(al
LIABILITIES
Custormner deposits 16
Certificates of deposit
Line of credit 17
Other liabilifies
Taxation payable
Depasits and balances due to banking instilutions
Proposed dividend (gross)
CAPITAL RESOURCES
Share capiial 18
Reserves 190}

500,000,000
1.035,316,477

500,600,000
834,124,232

Shareholders’ funds
Minority inferest

1,535,316,477

192,079,665

727,396,142

6,908,638,514

1,334,124,232

_ 148,877,932

483,002,164

6,723,967,881

The financiol staternents on pages 10 to 28 were approved by the toard of directors on 15 March 1999 and were signed

on its behalf by:

P K Jani )
A P Hamilton ] - Direciors
M N Majmudar )
R R Vora }- Secretary



Bank Balance Dheet

31 December 1998

Note
ASSETS
Cash and balances with Centrol Bank of Kenya 9
Government securifies 10
Deposits and balances due from banking insfitutions
Loans end ndvances to customers n
Other debtors and prepayments
Taxation recoverdble
Due from subsidiary companies
Investment in subsidiary companies 13
Other investments 14
Fixed assets : 15ib)
LIABILITIES
Customer deposits 16
Certificales of deposit
Line of credit 17
Other liabilifies
Deposits. and balances due to banking insfitutions
Amount due to subsidiary company
Proposed dividend [gross)
CAPITAL RESOURCES
Share capital 13
Reserves 19{b)

1998 1997

Shs Shs
340,348,832 507,944 562
512,195,620 359,775,000
729,212,963 991,268,844
3.064,740,813 2,902,408,432
05,543,601 213,334,163
16,114,267 5,366,887
29,224,000 29,200,000
223,582,180 223,582,180
25,000,000 101,000,000

. 348,267,755 180,365,104
5,384,230,037 5,514,245172
2,473,206,715 2,394,613,641
560,283,146 1,03%9,053,000
618,500,000 125,400,000
293,443,454 392,623,507
- 243,549,758

122.847,530 192,847 530
67,000,000 87,000,000
4,135,280,885 4,385,087,836
500,000,000 500,000,000
748,549 146 629,157 336

1,248,949,146

1129,157,336

5,384,230,031

5514245172

The financial statements on pages 10 fo 28 were approved by the board of directors on 15 March 1999 and were

signed on its behalf by:

P K Jani }
A P Hamilten | - Directors
M N Majmudar )
R R Vora }- Secretary




Consolidated Cash Flow Scatement

For the year ended 31 December 1998

NET CASH INFLOW FROM
OPERATING ACTIVITIES

RETURNS ON INVESTMENTS AND SERVICING

CF FINANCE

Dividends paid

Dividends paid to minority
Dividend received - associated company

- quoted investments
- unquated investrent

NET CASH QUTFLOW FROM RETURNS

ON INVESTMENTS AND SERVICING OF FINAMNCE

TAXATION FAID

INVESTING ACTIVITIES

Additions 1o fixed ossets
Purchase of government securifies - net
Purchase of other investments - rnet

Proceeds on disposal of other investments - net

Proceeds on disposal of fixed assets
Investiment in subsidiary

NET CASH QUTFLOW FROM
INVESTING ACTIVITIES

NET CASH (QUTFLOW)/
INFLOW BEFORE FINANCING

FINANCING

Line of credit drowdown

INCREASE IN CASH

AND CASH EQUIVALENTS

Note

20(a)

20i(c

1998
Shs

1967
Shs

158,720,145 1,266,005,056
{67,000,000] [50,000,000)
(10,800,000) -
- 12,250,000

3,676,823 15,011,047

- 471,427

74,123,177 122,267,526)
(156,571,578} (202,182,935)
(193,322,343} 130,295,003
(263,700,000) [216,000,000)
- (251,304,248)

155,631,701 -
3,243,250 2,741,567
{60,000,000] -
{358,147,392) (594,857,684)
(430,122,002) 446,696,5T
493,100,000 125,400,000
62,977,998 572,096,511




JAotes to the Fnancial Statements

For the yvear ended 31 Decemnber 1998

ACCOUNTING POLICIES

(o)

b}

fc

ld)

(&)

BASIS OF ACCOUNTING

The group prepares its financial starements on the historical cost basis of accounting, modified fo
include the revaluation of certain assets.

BASIS OF CONSOLIDATION

The consalidated financial statements incorpeorate the financial statements of the bank and of its
subsidiaries: CFC Financial Services Limited, Credit Banking Corporation Limited and The Heritage ALl
Insurance Company Limited. The financial statements of the consalidated subsidiaries have been made
up o 31 December 1998. See also note 13,

GCODWILL

Purchased goodwill represents the excess of consideration paid over the nef assefs ccquired. Whers,
in the opinion of the directors, such goodwill has a useful economic (e, it is copitalised and amortised
through the profit and loss account.

Wherg, in the opinion of the directors, such goodwill dees not have a long economic life, it is eliminated
immediately on acquisition, against reserves.

Neguative goodwill is credited directly to capital reserves,
INVESTMENT iN SUBSIDIARY COMPANIES
Investments in subsidiary companies are stated al cost or directors’ valvation.

OTHER INVESTMENTS

Other investments are stated af the following values:

{it Quoted ordinary shares ot market value. The differance hetween valuation and cost is transferred
to the capital reserve.

i) Unquoted invasiments al lower of cost and directors’ valuaiion.

i) Government securiiies and commercial papers ot face value, any unearned interest or discount is
included in other liabilities and credited to income over the peried of issue.

INCOME RECOGNITION

Income is recognised en an geerual basis. When an account becomes non-performing, interest is
suspended until it is reclised on a cash basis.

Income from assel backed financing fransactions is calculated by the sum of the digits method.
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ACCOUNTING POUICIES (continued)

(f

o]

th

li}

DEPRECIATION

Freehold land is not depreciated,

Freehold properties held for their investrent potential are included in the balance sheet at open market
values, which are determinad pariodically, and are not deprediated. Changes in the value of these
properties are taken fo the capital reserve.

Deprecigiion is calculated fo write off the cost of other fixed assets in equal annua! installments of the
following rates:

Leasehold land and buildings Over remaining life of the lease
Motor vehiclas 25%

Furniture and equipment 20% - 25%

TAXATION

Current foxation is provided on the basis of the results for the year as shown in the financia! statements,
adjusted in accordance with tax legislation,

Deferred taxation is nccountad for to the extent that it is probable that fiming differences will reverse in
the foreseeable future.

LOANS AND ADVANCES

Loans cnd advances are stated after provision for bad and doubtiul debts, unearned finance change
and inferest in suspense.

Specific provisions are made ogainst loans and advances in line with the Central Bank of Kenya
guidelines when, in the opinion of the directors, recovery is doubtful. In addition, ganeral provisions are
also maintgined, Tn line with the Central Bank af Kenya guidelines, bused on management's evaluation
of the portfolios of loans and advances and other exposures in respeci of losses which, although not
specifically identified, are known from experience to be prasent in any such portfolio,

FOREIGN CURRENCIES

Assetfs and liabilities in foreign currencies are expressed in Kenya shillings at the rafes of exchange
ruling ot the balance sheef date. Transaciions in foreign currencles during the year are converted at the
rates ruling ot the fime of the fransactions. The resulting profits or losses are dealt with in the profit and
loss account,
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INCOME

Interest on loans and advances

Interest on Government securitias
Interest on placements and bank balances
Dividends from guoted investmenis
Gains from dealing securlfies

Fees and commissions

Gains from foreign exchonge dealing
Profit on disposcl of fixed assets

Profit on disposal of queled investments
Insurance premiums earned

Other income

EXPENDITURE

interest on deposits
Interest on borrowed funds
Fees and commissions
Bad and doubtful debts
Write down of goodwill
Insurance claims incurred
Olher expenses

1998 1997

Shs Shs
880,577,188 973,567,000
191,952,548 17,188,593
213,732,577 216,241,012
3,676,823 7.517,819
60,258,530 41,765,674
44,701,644 38,100,532
11,600,749 14,662,564
3N, e6s 2,324,735
1,355,874 -
426,044,197 349,505,183
1,183,215 14,727,204
1,845,795,310 1775,600,316
608,323,551 654,818,109
30,482,888 7,093,934
21,465,607 16,689,003
99,019,968 35,293,163

- 37,152,470
279,032,496 203,640,781
381,786,707 337,146,784
1,420,114,217 1,291,834,244 -

In line with addifional recommended disclosure requirements by the Central Bank of Kenya, the income and
expenditure disctosure ffems have been reclassified to provide more infermation. The comparative figures

far 1997 have been amendad accordingly.

CONSOLIDATED OPERATING PROFIT BEFORE TAXATION

The consolidated operating profit before
taxation is arrived at after charging:

Contribution to Deposit Profection Fund
Depreciation

Directors’ emoluments:

As directors

As execulives

Auditers’ remuneration

and ofter credifing:

Income from - Unguoted invastment (gross)
- kenya Government stock 2000

1968
Shs

3,910,839
23,441,891

6,612,000
13,592,400

3,083,484

1,827,500

1997
Shs

5,641,130
24,465,7C8

6,101,5C0
12,521,280
2,831,148

471,427
1,827,500




JAotes to the Fmancial DALEMLNS cwone

1998 1997
Shs Shs
TAXATION
Taxation is based on the chargeable profit
for the year and comprises:
Income tax at 32.5% (1997 - 35%) 146,330,603 189,735,948

The effective fax rate Is higher than the slandard rate mainly due to disallowable expenditure under jox
legislation.

As at 31 December 1998, the potential deferred tax asset of the group on timing differences amounted o
approximately Shs 20 million 1997 - Shs 19 million).

CONSOLIDATED PROFIT AFTER TAXATION

Profit after taxation dealf with in the financial statemenis of the bank is Shs 186,791,810 1997 - Shs
209,842,460

1998 1997
Shs Shs

DIVIDEND - Gross
First and final dividend - proposed 67,000,000 47,000,000

Payment of dividends is subject to withholding tax ai the rote of 5% for Kenya residents and 10% for non-
residants,

EARNINGS PER SHARE

Earnings per share is arrived at by dividing the consolidated profit affer minority inferest of Shs 239,186,019
{1997 - Shs 258.012,132) by the number of shares in issue at the balance sheet date.
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CASH AND BALANCES WITH
CENTRAL BANK OF KENYA

Cash on hand

Balances with Central
Bank of Kenya : Cash ratio
requirement

GOVERNMENT SECURITIES

(o}

Treasury bills and bonds

Maturing within 90 days
of the balonce sheet dote

Maturing after 90 days
of the bolance sheet date

il  Government stock -

ot cost )

KE 850,000 -

" [Bank -K£ 500,000}
-10.75 % Kenya Government
stock (maturing in the
year 20001

GROUP BANK
1998 1997 1998 1997
Shs Shs Shs shs
13,644 375 50,386,194 13,630,131 50,352,585
326,718,701 457 581,977 326,718,701 457,581,977
340,363,076 507,968,173 340,348,832 507,944,562
628,620,620 693,358,564 412,420,620 350,000,000
472,700,000 209,000,000 90,000,000 -
16,775,000 16,775,000 9,775,600 9,775,000
1,118,095,620 919,135,564 512,195,620 359,775,000
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LOANS AND ADVANCES TQ CUSTOMERS
GROUP AND BANK

Asset backed financing
Loans, advances dand bills discounted

Unearned finance charges
Inferest in suspense

Provision for bad and doubtful
debts (note 12)

Analysis of gross loans and advances
by maturity:

Maturing within one year
Over one yeor 1o three years
Over three years

Analysis of gross loans and advances by
customer:

Private companies
Nan profit institutions and
individuals

1998
Shs

1,591,218,152
1.815,520,010

1997
Shs

2,028,865,446
1,511,207, 466

3,407,138,162 3,540,072.912
(42,237,696 {433,340,070)
(66,388,052) (5,209,181)
{233,771,60%) (199,115,229
3,064,740,813 2,902,408,432

1,782,245,088

1,615,585,485

1,471,049,604 1,798,267,874
153,643,470 126,219,553
3,407,138,162 3,540,072,9:2_
3,129,990,734 3,038,275,052
277147.428 501,797,860
3,407,138,162 3,540,072,912

The aggragate balance of non-performing advances as at 31 December 1998 was Sh 426,569,000

(1997 - sh 275,958,000)

Total advances to employees, shareholders and associoted companies was Sh 165,101,000

{1997 - 5h 152,832,000]1. Thare were no outstanding cdvances to directors.
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PROVISIONS FOR AND WRITE-CFFS
OF LOANS AND ADVANCES CONSIDERED
BAD AND DOURBTFUL OF RECOVERY
GROLUP AND BANK
la}  Specific provisions
Balance af the beginning of the year
Provisions made during the year
Write-offs
Balance at the end of the year

b}l General provisions

Balance af the beginning and end of the year

Total provisions [note 1)

1928 1997

Shs Shs
161,242,920 137,927,827
99,019,558 29,591,315
{64,363,596) 6,276,222
195,899,202 161,242,920
37,872,309 37,872,309
199,115,229

233,771,601




JAotes (o the Fmanaal DEMENts (continen

13 INVESTMENT IN SUBSIDIARY COMPANIES

Beneficial
Company ownership

CFC Financial Services Limited 100%
Credit Banking Carporation Limited 100%
The Heritage A LL Insurance
Company Limited 64.08%
The Heritage Al Insurance
Company [Tanzanial Limited

* At directors’ valuation.
All others are at cost.

GRQUP
1998 1997
Shs Shs
60,000,000 -
60,000,000 -

B A NK
1998 1997
Shs Shs
35,030,000 35,030,000
122,847,530 122,847,530*
65,704,650 65,704,650
223,582,180 223,582,180

The Herifage ALl Insurance Company {Tanzanig) Limited, a 60% subsidiary of The Heritage ALl Insurance
Company Limitad, was incorporated on 18 June 1998 and ifs first set of financial sfalemeants will be for the
period ending 31 December 1999, The results of the subsidiary have not been consclidated as this would
involve delay and expense out of proportion 1o the value to the members of the company. In the opinion of
the Directors, the subsidiary is worth at lzast the value stated in the financial statements.
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OTHER INVESTMENTS

Quoted ordinary shares
at mid market value 1997 - cost)

Unquoted ordinary shares
at cost aned directors’ valuation

Commercial paper, corporate
bonds and loans

GROUP
1993 1997
Sns Shs
199,447,055 74,567,285
14,901,460 14,901,460
125,940,000 316,255,000
340,288,515 406,123,745

1998
Shs

25,000,000

25,000,000

BANK

1997
Shs

101,000,000

101,000,000

Quoted investments have been stated at market value as a result of changes in accounting policies on
valuation of quoted investments by two of the subsidiaries. The comparative figures have not been
amended to reflect this change in accounting palicy as the differences are not material 1o the group.

* The market value of the quoted investments at 31 December 1997 was Shs 166,482,288,
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15{a) FIXED ASSETS - GROUP

COSTOR
VALUATION

At 1 January 1998
Additions

Disposals
Revaluation surplus
At 31 December 1998
COMPRISING:

Caost

Valuotion - 1995
- 1998

DEPRECIATION

At January 1998
Charge for the year
Eliminated on disposals
At 31 December 1998

NET BOOK VALUE

At 31 December 1998

At 31 December 1997

Freehold and

leasehold Furniture Caopital

land and Motor and work in
buildings vehicles  equipmeni progress Total
Shs Shs Shs Shs Shs
132,150,520 31,970,957 N6,548272 113,690,064 394,359,813
180,000 8,557,332 13,039,999 171,545,012 193,322,343
- i5,629,996]  19,312,504) - {14,942 500)
18,269,480 - - - 18,269,480
150,600,000 34,898,293 120,275,767 285,235,076 591,009,136
- 34,898,293 120,275,767 285,235,076 440,409,136
35,000,000 - - - 35,000,000
115,6C0,000 - - - 115,600,000
150,600,000 34,898,293 120,275,767 285235076 591,009,136
972,222 23,865,983 74,515,820 - 99,354,025
353,535 4,997,322 18,091,034 - 23,441,891
- (3.191.669) (8,819,546 - i12,01,215}
1,325,757 25,671,636 83,787,308 - 110,784,701
149,274,243 9,226,657 36,488,459 285235076 480,224,435
131,178,298 8,104,974 42,032,452 113,690,064 295,005,788

Motor vehicles, furniture and equipment stated at @ cost of Shs 46,403,003 1997 - Shs 25,910,103] have
been fully depreciated. The narmal annual depreciation charge in respect of these assets would be
Shs 9,383,558 (1997 - Shs 5,458,879

The freehold land and buildings of a subsidiary were revalued at 31 December 1998 by Lloyd Masika Limited,
valuers, on ch open market beosis.

Capital work in progress relales jo the construction costs of the CFC Centre in Wastlands, Nairobi.
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15(0] FIXED ASSETS - BANK

COST OR
VALUATION

At T January 1998

Additions
Disposals

At 31 Decernber 1998

COMPRISING:

Cost
Vaoluation - 1995

DEPRECIATION

A1 January 1998
Charge far the year
Eliminated on disposals
At 31 Decernber 1998
NET BOOK VALUE

Al 31 December 1998

At 31 Decembet 1897

Furniture Capital
Leasehold Motor and work in
land vehicles equipment progress Tofal
Shs Shs Shs Shs Shs
35,000,000 19,174,433 77.132,098 113,690,064 244 996,600
- 7,557,332 6,512 859 171,545,012 185,615,203
- {4,152,783) - - (4,152,783}
35,000,000 22,578,987 83,644,957 285,235,076 426,459,020
- 22,578,987 83,644,957 285,235,076 391,459,020
35,000,000 - - - 35,000,000
35,000,000 22,578,987 83,644,957 285,235,076 426,459,020
972,222 16,383,248 47,276,006 - 64,631,496
353,535 3,251, 12,773,814 - 16,378,460
- (2,818,691) - - (2,818,697
1,325,757 16,815,688 60,049 820 - 78,191,265
33,674,243 5,763,299 23,595137 285,235,076 348,267,755
34,027 778 2,791,170 29,856,092 113,690,064 180,365,104

Motor yehicles, furniture and equipment stated at a cost of Shs 34,903,518 (1997 - Shs 12,255,6391 have been
fully depreciated. The normal onnual depreciation charge in respect of these assets would be Shs 6,836,286

{1997 - 5hs 2,712,360}

Copital work in progress relates to the construction costs of the CFC Centre in Wastlands, Nairobi,
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CUSTOMER DEPOSITS

{al From government ond
parasiatals

Payable within 90 days

(bl From privale secfor and
individuals

Payable within 90 days
Payable after 90 days
but within ohe year
Payable affer one year

1998
Shs

43,300,000

2,347,880,623

8,329,649
34,843

2,399,545,115

GROUP

1997
Shs

38,300,000

2,330,934,999

14,673,643
604,699

2,384,513,641

1998
Shs

43,300,000

2,413,630,29

BANK

1967
Shs

38,300,000

2,341,034,999

16,241,581 14,673,643
34,843 404,999
2,473,206,715 2,394,613,641

The bank’s customer depasits payable within 90 days include deposits from subsidiary companies
amouniing to Shs 73,661,600 1997 - Shs 10,100,000).

LINE OF CREDIT

GROWUP AND BANK

International Finance Corporation [Washingion)

The bank has ar unsecured revalving medium ferm line of credit with the international Finance

Corporafion {Washingfen) of US$ 10,000,000. As af 31 December 1998, the drawdown was

Us$ 10,000,000 (1997 - US$ 2,000,000).

SHARE CAPITAL

Authorised, issued and fully paid:
100,000,000 ordinary shares of Shs 5 each

1998 1697

Shs Shs

£18,500,000 125,400,000

1998 1997

Shs Shs
500,000,000 500,000,000
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RESERVES

fal

b)

GROUP

A1 January 1998

Retained profit for the vear

Surplus on revaluation of:
Freehold land and buildings
Quoted investments

Redlised on disposal of

quoted investments

At 31 December 1998
BANK
At1January 1998

Retainad profit for the year

At 1 Decerniber 1998

NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT

{al

Reconciliaiion of consolidated

aperafing profit to net cash inflow

from operating acivilies

Consolidated operafing profit
Depreciaiion

Dividends received - guoted and unguoted

investrents
Write down of goodwill

Profit on disposal of fixed assets
Profit on disposal of quoted investmenis
[Increasel/decrease in loans and

advances to customers

Decrease/lincreasel in other debtars and prepayments

Increase/(decreasel in custorner depaosits

Increase in other liakilities

Dacrease in cerfificates of deposit
Decreqse in cash ratio requirement
Due to change in group struciure

Net cash inflow from operating activiies

Capital Revenue Total
Shs Shs Shs
63,978,881 770,145 351 834,124,232
- 172,186,019 172,186,019
1,707,082 - 11,707,082
17,299,144 - 17,299,144
(1,949,203 1,949,203 -
91,035,904 944,280,573 1,035,316,477
- 629,157,336 629,157,336
- 119,791,810 119,791,810
- 748,949 )46 745,949 45 |
1998 1997
Shs Shs
425,681,093 483,766,072
23.441,891 24,465,708
[3.676,823) {15,482,474)
- 37,152,470
{311,965 [2,324,735)
(1,355,874 -
162,332,321} 360,167,170
100,640,796 (236,229,268
15,031,474 {399,578,029)
109,508,512 865,950,982
|478,769,854) 195,167,697
130,863,276 224,597,023
- 118,647,834
158,720,145 1,266,005,056

—TT T
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NOTES TO THE CASH FLOW STATEMENT (Continued)

1998 1997
Shs Shs
Analysis of balances of cash and cash
equivalents as shown in the bulance sheet
and nofes:
Cash 13,644,375 50,386,196
Treasury bills and bonds 628,620,620 693,358,564
Deposits and balances due from
hanking instituiions 1,121,875,793 1,215 376,789
Deposiis and balances due 1o
banking institutions [485.088) {258,443,847)
1,763,655,700 1,700,677 702

For the purposes of the cash flow statement, cash equivalents include short term liquid investments which
are readily converlible info known amounis of cash and which were within fhree months of maiurity when
acquired, less advances from banks repayable within three months from the dotes of the advances.

1998 1997
Shs Shs
Changes in cash and cash equivaients
duting the year
Balance at the end of the year 1763,655700 1,700,677.702
Balance at the beginning of the year 1,700,677,702 1,128,580,79
Increase in cash and cosh equivalents 62,977,998 572,096,911
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1998 1967
Shs Shs
CONTINGENT LIABILITIES
GROUP AND BANK
Letters of credit, guaraniees and acceplances 226,855,102 443,254 515
Cther 13,229,345 18,595.064
240,084,447 441,849,579
The above irevocable lefters of credit, guarantees and aceeptances are on behalf of customers.
1998 1897
Shs Shs
CAPITAL COMMITMENTS
GROUP
Contracted but not provided for in the
financial statements 140,233,333 203,553,504
Autharised but not contracted for 45 976,067 59,036,625
BANK
Contracted but not provided for in the
financial statements 100,000,000 203,553,504
Authorised but not contracted for 27,500,000 32,000,000

s
£

e e e e R
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Proxp Form

or failing him/her, the duly appointed Chairman of the meeting as my/our prexy to vote for me/us on my/our
f:ﬁehoiffat the Annual General Meeting of the company fo be held on Tih June 1999 and of any adjournment
Ihereot.

As witness my/our handis) this

Member

Notes;
1. To be valid ihis proxy must be deposited of the Registered Office of the company not less than 48 hours before
the fime appaointed for the meeting.

2. if the oppointer is o Corporation, the proxy must be under its common seal or under the hond of un Officer or
Aftorney duly authorised in writing.

MWAKILISHI
Mirmissisi e e

ama akikosd yeye, basi namchagua/tunarnchagua yule aliyechaguliwa Mwenyekiti wa Mkutano huo kuwa
Mwakilishi wangu/wetu, kunipigia/kutupigia kura kwa niagba yangu/yetu kaiika Mkutano Mkuu wo karmpuni wa
Mwaka utakgefanywa tarehe 8th June 1999 ama tarehe yo yote ile iwapo Mkutane uiaahirishwa.

sk hityva __ o _ 1969

Kama Shahidi natia/tunatia sahbihi hil/hizi _ _

Mwanachamao

Ukumbusho:
1. il ithibifishwe Karafasi hii ya Mwokifishi inapaswa kupelekwa kwa ofisi ilfiyocndikishwa ya kampuni katika mudo
usiopungua masaa 48 kabia ya muda uliowekwa wa Mkutano,

2. kiwa mwenye kuchagua ni Shirika bas! karatasi ya Mwakilishi lozima ibandikwe ule muhuri wa Kerpuni wa
kawaida amg kiboli cha Ofisa ama Wakolg allyepewa kibali kwa maondishl.
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