CfC Stanbic

A moember of Standard Bank Granp




BN

L]

| [ | ||

LW

o

TS L



Contents

2 Corparate Information

3 Notice of Annual General Meeting
4 -5 Chairman's Statement

6-7 Merger Transaction

8-9 Corporate Governance Report

10 Report of the Directors I ]
1 Statement of Directors’ Responsihilities ‘ C M A - LI BRAH‘I

T

12 -13 Financial Highlights — Six Year Review
14 Report of the Independent Auditor
15 Consolidated and Company Balance Sheet

16 Consolidated income Statement I_CM A I IBR%@

17-18 Consolidated Statement of Changes in Equity

19 Company Statement of Changes in Equity
20 Consolidated Cash Flow Statement

27 -74 HNotes

75 Shareholder lnformation

Proxy Form

CMA - Ke Lilwary

Wi



pRES

i : 1 .fi_ : R S, o
{_{_Cr . . . e Cﬁ/}‘%}v—bf’ féﬂﬂi—ir-—-’ ‘l&&ip‘;"&""’
35% P- 2 Cf Stanbic Holdings Limited (Forrn.r.e-rty“ CfC Bank Limited) . 2. E&_}?%: C.?wﬁf; )1” v/.{:hf }{%{Z-TLE.-:: . :f)@yf) (‘:r o I‘
? Cb’-z; — .\/: R : C .
<3¢ Corporate Information
) .'/- LI Y
<o as
Directors, Officers and Administration
Chairman: €M Njonjo (Appointed: 1 December 1989)
Managing Director: K Mbathi- (Appointed: 31 May 2008)
Non-Executive Directors: JG Kiereini (Appointed: 1 December 1995}
T Naikuni (Appointed: 13 March 2006)
GR May* (Appointed: 22 August 2008)
R Kimotho (Appointed: 31 May 2008)
ML du Toit** (Appointed: 31 May 2008)
* British
*x South African
Secretary: AL Mugambi
P.O. Box 72833
00200 Nairchi
Auditor: PricewaterhouseCoopers {Appointed: 31 May 2008)

The Rahimtulla Tower
Upper Hill Road
P. 0. Box 43963

- 00100 Nairobi GPO

Registered Office: CFfC Stanbic Centre
Chiromo Road
P.O. Box 72833
00200 Nairohi

Principal Bankers: CfC Stanbic Bank Limited
CFC Stanbic Centre

Chiromo Road

P.O. Box 72833 ’ ‘
00200 Nairobi ;."'_"’6 ‘f H"*

[
3
N




Annual Report 2008 CfC Stanbic Holdings Limited {Formery CfC Bank Limited) Pz

NOTICE OF ANNUAL GENERAL MEETING

Notice is hereby given that the fifty-fourth Annoal General Meeting of the Members of CIC Stanbic Holdings Limiled will be held on Friday,
29 May 2009, at CfC Stanbic Centre, Chiromo Road, Mairobi, at 17.00 i the furenoon to {ransact the following husiness:

1. The Sacretary to read the notice convening the meeting.
2. To tahle the proxies and confirm the presence of a quarum.

3. To receive and consider the Audited Financial Statements for the year ended 31 December 2008 and the Dirsctors’ and Auditors’ Report
thereon.

4. To note that an interim dividend of Shs 0.50 per share having been paid in May 2008, the Directars do not recommend payment of a
final dividend for the year endad 31 December 2008.

5. To elect Directors:

i) in accerdance with Article 170 of the Company's Articles of Association, Mr Jeremiah G Kiereini, a director who is aver 70 years
relires by rotation. Special Notice has bean received by the Company pursuant to Section 142 of the Companies Act {Chapter
486, Laws of Kenya) of the intenticn to propose the following resolution, in accordance with Section 186(5) of the said Act. to be
cansidered and if thauoht fit, passed by the Members;

“That Mr Jeremiah G Kiereini, 2 Drector wha is aver 70 years be and is hoereby re-slected to serve as a Director of the Company until
he next comes up for retirement by rotation under the Company’s Articles of Association”

i} Inaccordance with Article 110 of the Company’s Articles of Association, DrTitus Maikuni retires by rotation and, being eligible, offars
himseif for re-election. :

ii) In accordance with Article 109, Mr. Kitili Mbathi retires at the dissalution of the meeting and being eligible, offers himself for re-
elaction.

i) In accordance with Article 108, Mr. Mike L. du Toit retires at the dissolution of the mesting and being eligible, offers himself for
re-election.

) In accordance with Article 108, Mr. Gayling R. May retires at the dissolution of the meeting and baing eligible, offers himsalf for
re-¢lectinn.

il In accordance with Arficle TOR, Ms. Rose Kimotho retires at the dissolution of the meeting and being eligible, offers herself tar re-
clection.

6. To approve the Directors’ remuneration for the year ended 31 December 2008 as provided in the Financial Statements.

7. Ta nate that Messrs PricewaterhouseCoopers continue in oflice as the Auditor under Section 159(2) ot the Companies Act and 10
authorise the Directors to fix their remuneration.

8. Any other business for which due natice has been given.
BY ORDER OF THE BOARD

Alfred Mugamhi
Company Secretary
Date: 30 April 2009

NOTE: (n accordance with section 136(2) of the Companies Act svery member entitled to attend and vote at the above
meeting and any adjournment thereof is entitied to appoint a proxy te attend and vote on his /her hehalf. A proxy need not
be a Member of the Company. A farm of proxy is enclosed and should be returned to the Company Secretary, P.O. Box 72B33-

00200 Nairabi, to arrive not fater than 48 hours before the meeting.




P-4 CfC Stanbic Holdings Limited {Formerly CFC Bank Limited)

Chairman’s statement

C.M. Njonjo

i

It is my pleasure to present the anmual repori and financial statements for the year ended 31 December 2008.

Overview

In the year 2008, CfC Bank Limited (CfC) achieved a major fear through the conclusian of the merger with Stanhic Bank Kenya Limited
(5B8K), the largest financiat sector merger in Kenya’s history to become the largest financial services group effective T June 2008. We
believe the benefits arising fram rhis transaction will continue to be realised now and into the future. Itis in the same year when the country
started on a sad note of post election vislence and concluded with a global financial crisis.

Political and economic veview

The Kenya economy proved resilient following the post election viclence and the global financial melt down in the first quarter and fourth
quarter of 2008 respectively. The economic fundamentals ramain srable giving the Group opportunities for growth. This is alsc supported
by the apening up of the East African economies through the East African Community.

The economic growth rate that had been projecied (v surpass 7% in the year was scaled dewn to less than 3.5% as infiation hovered around
27% due to increasing food and fuel pricas. In a bid to reduce inflation, government reduced VAT on electricity to 12% from 16%. The
governmert is also in advanced stsges of redefining the consumer price index {CP1), the measure for inflation.

The shilling weakerned against the major international currencles fluctuating between Kshs 63 and Kshs 74 against the US dollar and Turther
slipping to Kshs 73 at the close of year. A weak shilling has pushed up cost of imparts leading to increased prices of goods and services but
was heneficial to the export sector, mainly the tea, coffee and horticultural producers.

Strategy
The Group will remain cuslomer-centric, delivering value to customers, sharehclders and all other stakeholders, The Group will leverage an
the merger synergies and continue with expansive strategles.

ICBC transaction

0On 3 March 2008, the Industrial and Comemercial Bank of China (ICBC) purchased 20% of our holding company, Standard Bank Group for
an aggregate consideration of ZAR15.9 billien. This new eguity capital resulted in additional income that boosted earnings growth. Given
China's facus on Africa and Standard Bank's presence acioss the African continent, the transaction represents a strang vote of canfidence
in the relationship between the two regions.

The partnarship positions the Group at the centre of growing trade flows betwsen Africa and Civina and gives us access to one of the largest

qrewing econamies in the world, With ICBC's current liquidity position, it allows them to identify business opportunities to expand their
foatprint into Africa.
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Leadership

in the intreasingly Lompetitve erviroroent in whith we operate, managing telem has become 2 oritical factor in meintaining competitive
adwvantage, and iz ¢n ared where we mvest significant resources. The graup’s GloBal Leadership Cengre (GLE) plays an impartant rode in
deveitping excelivnce among execufive snd operationst leadership, The GLT hay oHered internationsily designed management devalopment
programs to CFC Stanbic staff enabling the Group to dediver value 10 jts esteermed customers.

Compliance
Post merger, your company is now regulaled by, and camplics with the Capital Markets Act and the Continued Listing Ohligations of the

Nairobi Stack Exchange.

Directorate
1 am delighted to ennounce the appointments of K Mbathi, K Kimothe, G R May and M L Toit in Z008 as Directors. K Mbathi also took over

as the Managing Direcior of CfC Stanbic Holdings Limited. A. Gregory, A, Monda and T Offambe resigned from the Board after the merger
with SBK. M Soundararajan resigned from the Board on 30 September 2008. Un behalf of the Board and the entire family of CfC Stanbic
Group, | take this opporunity to thank them for thelr commitment to the company’s growth 2nd conlribution to the successiul merger with
Stankic Bank Kenya Limited.

Prospects
With the successful merger of COFC and SBK, the Grup has great prospects derived from a cambination of synergics, to deliver enhanced
vatue 10 the sharehoiders: -
greater ratail market penetration, with innovation in products delivary;
- feading awet finance unit;
diversity ir garnings from its investments in non-banking assets;
the merged Bank has the capacity 1o fund and structure lsrger carporate transactions due Lo sn enlarged batance shaey;
strong lite assurance operations and platform for enbancing a bancassurance mode!;
argess ta high quality Kenyan talecd whilst nroviding vew appartunities within the merged geaup far existing staff.

Appreciation
We would ke 10 thank our esteerned tustomers, shargholters and other stakehalders of the Group for the wemendous support over the

fast year. Your loyalty has kepl us motivated to perform to the best of our ability.

We remain confident that we have the skills snd resources necessary to manage the significan| opportunities and challenges that lie ahead,
e thank our collesgues on the Boand lor thelr sound guidance and suphost during the year,

C.M. Njonjo
Chaivman
06 April 2009
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Merger transaction between CfC Bank Limited and Stanbic Bank Kenya Limited

CFC profile

CfC was a listed entity on the Nairobi Stock Cxchange (NSE) ang
was owned by approximately 2,400 shareholders. CfC operated a
commercial banking business with subsidiaries engaged in asset
management, investment banking, stock broking and both shor:
term and life insurance businesses. The short term insurarce
business also coverad entities in Tanrania,

SBK prafile

SBIK's previous shareholders were Stanbic Africa Holdings Limiled
(SAME: 96.31%) and the Gavarmment of Kenya {GOK: 3.69%].
SBK operated a commerdial banking business with a minority
shareholding i1 an assel management entity, Stanbic fovestment
Management Services {(Fast Africa) Limiled

The merger fransaction was Structured in thrae interlinked
phases:

Phase one — Acquisition of SBK

CfC acquired 100% of SBK through allotment of 117,684,211
new fully paid up shares of CFC Bank Limited to SBK’s share
holders, SAHL end Government of Kenya (GOK). As a result,
$BK hecame a fully owned subsidiary of CfC with $AHL holding
41.41% of the chares in CfC, the GOK, 1.5%%, and the balance
remaining wish the existing CfC Sharehalgers.

The net assets of 5BK at the acquisition date were as follows:

Shs’ GGG

Total assets 44 609,447
Total liabilities {41,129,367)
' ' 3:450,080°

The transaction resulted in goodwill ol Shs 9.4 billion as summaried
below:
S

Shs ‘D00
Net assets 3,480,080
Intangible assets 765,159

Goodwill 9,349,757

*nzludes acquisition costs of Shs §1.312m

Phase two - Acquisition of control by SAHL

On completion of the allotment of shares in phase one, SAHL
acquired an additional 50,868,664 (i shares from existing
shareholders. SAIL's sharehalding in CfC was increased to GD%
af the revised share capital of CFC,

Phase three — Hive Down

On completion of phases one and two abowve, there was an internal
regrganisation, effectively to ‘hive down’ {fransfer} CFC banking
business inta $BK ta form a merged bank. SBK issued one share
to CfL, its anly sharehalder, in exchange for the banking businass.
SBK was then renamed CIT Stanbic Bank Limited and retained its
Bartking licerce. The hanking licence of CRC Bank was withdrawn
t allow it to operate purely as a fisted halding company, renamed
CfC Stanbic Holdings Limited.

Net operating assets hived down to CfC Stanbic Bank

Shs” 000

Assets 28,858,670
Lighilitles (25,545,234
Reserves (1,775,318)
"eEMs‘eu~ e

All the necessary regulatory approvals were received and afl
conditions precedent met by 31 May 2008,
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CfC Stanbic Holdings Limited organisation structure post merger

CSHL  60%=saHL

64.08%

Heritage Kenya CfC Holdings CFC Stanbic CSFS
Bank
60% 100% 100%

Herrtag!e Azali CfC Investments

Tanzania

45% 49% 73% 27% 24% 100%

Alliance Strategis CFC Life ' SIMS CfC Stanbic

Nominees

Note:
SAHL — Stanbic Africa Heldings Limited
CSHL - (0 Stanbic Holdings Limited
CSFS - CfC Stanbic Financial Servicas Limited

SIMS — Stanbic Investenent Management Services {£.4.) Limited

?
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Corporate Governance Report

Standard Bank Group Limited — Overview

CRC Stanbic Group is committed to implementing ongaing
initiatives to improve corpotate governance for the benefit ot all
stakeholders.

The Group's Board of Directars remains steadfast in implemenling
governaince practices where substance prewvails over form. This
provides direction for subsidiary entities, which structure their
respective governance Mmameworks according to Group standards.
The governance framewerk altows the Board of Directors to
consider conformance and performance, enabling them to batance
their responsibility for oversight with their role as strategic
counsel,

A number of committees have heen establishad that assist the
Board in fulfiliing its stated obfectives. The committees’ roles and
responsibilities are set aut in terms of agreed mandates, which are
revigwed annually to ensuore they remain relevant.

Standard Rank Africa is a division of The Standard Bank of South
Africa Limited and oversees the group's operations in Africa
outside of South Africa.

CfC Stanbic Group — Overview

The CfC Stanbic Group operates in a highly regulated industry and
is committed to camplying with legiclation, regulation and codes
of best practice and seeks to maintain the highest standards of
governance, including transparency and accountability.

Whilst the Group continues to nuriure 2 strong rollure of
governance and responsible risk management in line with the
Standard Bank Group's risk appetite and governance framewark,
the Group s constantly manitoring its practices to ensure that
they are the best fit for the Group and serve to enhance business
and community objectives.

Codes and regulations
The Group cemplies with all applicable legislation, regulations,
standards and codes, with the Board continually monitoring

regulatosy compliance.

Shareholders’ responsibilities

The shareholders” role is to appoint the Buoard of Ehrectors and
the external auditors. This ole is exlended Lo holding the Board
accountable and responsible Tor efficient and effective carporate

govemance.

Board of Directors

The Group is led by independent members of the Board who,
by their skills and diversity, conlribute to the efficient running
of the Group. Ihe Board is responsible far the overall corporate
governance of Lhe Group, ensuring that appropriate controls,

systems arnd practices are in place.

Strategy

The Buard considers and approves the Group’s strategy at an
annual meeling with executive management. Threugh guarterly
management reperting, the Board monitors performance against

financiai objectives and detailed budgets.

Directors’ appointment, induction and training

During the vear, the Company appuinted the following directors
0 the Board:

+ ¥ Mbathi

- ML du Toit

- R May

+ R Kimatho

In the Articles of Assoclation, the appointments are only effective
urtil the next Annual General Meeting, at which time ihe
shareholders will be asked to approve the appoiniments. ihe
appointments complied with the reguirements of the Companies
Act and the Capital Markets Act of the Republic of Kenyas and the
requlations of the Republic of South Africa.

On appeointment, an induction programmme designed to meet
the needs of each new director is implemented. The Campany
Secretzry manages the induction programme. The Board's code of
conduct is provided to new direclors an their appointment.

Directors are advised of new laws and regulations and changing
risk Lo Lhe organisation an an ongaing basis.

There is currently one executive director and six non-executive
diractors. The Board has the right mix ot competencies and
experience.

Board effectiveness and evaluation
The Board is focused on continued improvements ta. its
effectiveness and carporate gavernance perfarmance

Uuring the year the Board of Directors conducted a self
assessment evaluation, which was divided into structure, process
and elfecliveness. A special meeting was convened to discuss the
oultome and addiess any argas of concern. The results witl be

used to further improve Board Tunctiosing.

Sustainability

Social and environmental responsibility remains an important
parl of CfC Stanbic Group culture. The monitoring and reporting
of suslainability issues is still an eveling discipling within aur

organisaton.

Sacial responsibility

As a Kenyan business, the Group understands [he challenges and
benafits of doing husiness in Kerya, and owes its existerce to
the people and societies within which it operates. The Group is
committed therefore not omly to the promotian of the ecanomic
development but zlso to the strengthening of civil society and
human weall-being,

The Group concentrates iis sockal investmeni expenditure in
defined focus areas in order to make Lhe grealest impact. These
areas of focus are sublect to annual rewision as the country’s
spcig-economic needs change.

Going Concern

[he Bouard has reviewed the facts and assemptions, on which it
relied and, based an these, wiil continue 10 view the Group as @
going concern for the foreseeable fuzure,
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Remuneration

CHC Stanbic Holdings Limfted has a clear policy an remuneration
of exegutive and non-executive directors at levels that are fair
znd reasonable n 2 competitive market for the skills, knowietoe,
experience required, naturg and size of the Board.

The amounts paid to directors are included in note 38 which
represents the total remuneration paid to executive and non-
exetutive directors for the year under eviaw,

CIC Stanpic Haldings Limited (Formerly CFC Bank Limited) P-g

Board meetings

The Board meets, 4t 2 minjmum, ofce every quarter, with
additional meetings scheduled 1o discuss strategy. Additional
reetings are beld whenever deemed necassary. Directors am
provided with comprehensive board documentation st least
seven days prior to each of the scheduled meetings.

Atiendance at board meetings during the year under review is set cut in the following table;

CFC Stanbic Holdings Limited (Formerly CFC Bank Limited) - Directors’ Attendance, 2008

Name March
M Nionio AP
K Mibathi M/A
JG Kierein A
T Waikuni AP
R May N A
R Kimothe N/A
ML dis Toit WSA
i soundararajan A
A/ Munda™ A
SW Lews® AR
LIP Jani~ AP
FN Ojlambo* ) )
AD Gregary™ A

23rd May 30th May August November
A A A . AP
MAA N/A A A
A A A A
AP AF AF A
NAA MM A A
M /A N/A A A
NAA N/A A A
A A 2 MR
A A A N/A
AP A TN NSA
AP A N/A N/A
AF A N/A N/A
AP WA M/A BgA

ArAttended AP Apclogy  MoA: Mot apglicable g5 anpointment / rasignation date was betore / after meeting date respectively. "Resigned

Board commitiees

The Group is headed by a Board of Directors, which has ultimate
responsibility far the management and strategic guidance and
memames the primarg respansibiling of fostering the cestainateling of
the company's business. The Buard has the overs! responsibility for
tre establishment and overssight of the Group's fisk management
framewark. The Brard monitors the agreed financial end corporate
governance objectives for the following vear.

The performance against linancial and corporate governance
objectives is monitored by the Board through management’s
guarterly reporting. The implemenzation of the Group's strategic
ebjectives is donz ar the individual subsidiary comaanias, through
various established Board conmittess, These include Board Asset
and Liabiliry {ALCEY), Board Credit & Risk [ECRE), Board Audin
(BAC) and Operatianal Risk committeas. All Board committees
have both exccutive and non-executive members end report
raguiarly to the Soard of Directars oo thelr activities.
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Report of the Directors

The directars have pleasure in submitting their report together with the avdited financial statements {or the year ended 37 December

2008, which disclose the state of affairs of the group and the company.

1. Principal activities

The Group s angaged in the busirass of banking, insurance, wealth management and stack broking.

2. Results and dividentds

The tet profit fur the year was Shs 752,179,000 (2047 Shs 765,832,0007 as shown Belaw. An arterim dividend of Shs 78 milian
(2007 Shs 218,400,000) was paid guring the year. [n addition, a dividend of Shs 78 million in respect of 2007 was declared and paid
during the year, The directors do not recommend payment of a final dividend for the year (2007 Shs 78,000,000

1,322,356

" Profit before tdxation
Taxation {475,763)
846,593

MNet profit
Minority interest (94,414)

3. Share capital
The tdtai number of shares as at 31 December 2048 was 273,684,217 (2007 156,000,000, ordinary shares of $h S aach. The detaifs
af share capital are set ol in riote 37,

4. Directors

The directars who held office during the yeay and to the date of this report were:
(Appoisied: 1 December 1982)

CM Njorjo
K #rbathi {Appointed: 31 May 20G8)
5 Klereind (Appointed. T Decempber 1939)
T Maikuni [Appointed: 13 Karch 2008)
GR pay**~ (Appainted: 22 August 2008)
R Kimutho fAppoimted: 31 May 20023
ML du Toit* {Appointed: 31 May 20083
Al i (Resigned: 22 August 2008)
S Lewis™ {Resigned: 37 May 2008
LIP Jani v+ {Rasigned: 31 May 2008)
TN Djiambo [Resigned: 22 August 2008}
AD Gregory fHesigned. 30 May 2008)

Soundararajan®* {Fesigned: 3D Seprember 2008)

b - South African ** - Indian ¥ - British

5. Auditor

Pricawatarhouse Coogers was appainted the auditor in the year and has indicated its willingness to continue In affice in accordance with

Section 159(2) of the Kenyan Companigs Acs (Cap. 486].
©. Approval of financial statements

The finandial statements wete approved at 3 meeting of the Directors held on 6 Apnl 2009

BY ORDER OF THE BOARD

AL Muegambi
SECRETARY
& Aprit 2009
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Statement of Directors’ responsibilities

The Kenyan Companies Act requires the directors to prepare financial statements for each financial vear that giva a true and fair view of
the state of ##fairs of the group and of the company as at the end of the financial vear and of Lhe ‘grdup's profit or lows. (v 2lso requires the
directors to ensure that the group keess proper accounting records that disclose, with reasonable accuracy, the financial position of the
group and company, They are alse respansible for sefeguarding the assats of the group.

The directors accept responsibilivy for the anpual finanicial statements, which have been prepared using appropriate accounting policies
supparted by reasonable estimates, in conformity with International Mnancial Reparting Standards and the requirameants of the Kenyan
Companies Act. The directors are of the opinian Lhat the financial statements give a Lrue and fair view of the state of the financial affairs of
the graup and of the company and of the graup’s profit or loss in accordance with International Financiat Reporting Standards, 1he diractors
further accept responsibility for the maintenance aof accounting records thal may be relied upen in Lhe preparation of financial statemnents,
a5 wall as designing, implernenting and maintaining internal contral relevant to the preparatian and fair presentation of financial stalements

that are free from malerial mrisstatement

Nothing has come to the atteption of the cirectors o indicate that the company and its subsidiaries will not remain a going corcern for at

laast twelve manths from the dale gf this statement.

Chairman Director

& Apiil 2009 6 April 2009
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Assets

Cash and batances with Cenlal Bank of Kenya

Governmeni and sther secusities

Tetel ivans and advacices

Laans and advences ta banks
Loams and advances to customers
Cureent mcome 1ax retoverable
Def.erred Income tax aseet
OIHer d55875 "
tnierest i assncialed companies
intanaible assers - Gaodwail
Dther intangibie assets
Froperty and equipment
Prepaid operating leass rentalg

fhueslment properiies

Total assels

Equity and Liabifities
. ity .
Liahilities
Total Depastls
Dapesits frony battks
Deposits fram customers
Current Taxation
Cther lighiliies
Darfvative fabifites
Borwings
Delered faxation

Total equity and fiahilities

Financial Highlights — Six Year Review

2003 2004 2005 2006 2607 2008
Shs'00D Shs"000 Shs'ODD 5hs’000 Shs"000 Shs'000
768,867 967333 1389093 1580064 1,071,827 5,209,827

5,585,298 10,900,907 TLFIOTET - 1367683¢ 13,164,589 20,134,094
B611605 12,233,978 14370277 16532720 18,826,528 65.210,006
186,111 1,264,644 2708513 1,479,696 2,224,009 70,548,781
7831404 10965365 11861714 15053024 16,702,520 44,661,305
60,502 59,542 117,710 141,210 - 353,222

- - - - urEla 280,722
31063 3444842 3029567 5367.144  5322.235 3.823,885
10,043 107,095 109,533 108,888 172,101 236,770

- 1084547 10B4B47 1084647 1,084,647 0,434,405

26,173 18,546 16,505 197,104 433,57/ 1,610,735
§24 734 97590 4,252,002 1,647,468 1,498,241 2.296,530

31,950 36,100 31,853 31,579 75,702 34,023

- - - 418,829 366,500
16,430,345 29,828,670 32,112,194 40,368,662 43,262,781 111,128,793
3138848 2037134 3076458 5810317 5,012,069 10,247 972
11,0887 7 15,183,743 12588785 20846309 2070935 73071678
1,221,528 2480452 2794748 2017882 1572875 12,096,605
9,568,242 12673291 14794042 17,926,427 20,097,960 61,975,073
25,235 50,482 58589 . 119,419 32,065 257,033
2,158,574  T0BE9.992 10410033 - 12729105 14333048 16,358,650
- - - - 55,383
- 623,000 452,412 926,502 693,842 2,080,161
18118 74,382 125,917 137,010 114,922 56,721
16,420,346 20,828,670 33112194 40388662 43,262,781 111,125,793

Figures inefedad i the six year review have beer reclassiffed wher necessary to provide 4 meaningta! comparisan of pacformasice over the periad
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Financial Highlights — Six Year Review (cantinued)

2003 2004 2005 2006 2007 2008

Shsoon Shs'000 Shs"000 Shs"000 Shs 000 shs"apd
Im*erest ingome 1,103,818 1,430,404 2,401,525 3,025,201 3,599,208 5,804,824
Interest expense (317,687 {3372,0/8) {881,876)  (1,000,394) £1,231,113) (2,087,294
HNon intgrect revenue 1.6384/5 2,426,589 3,343,829 £561,181 2.3/45%) 3,345.808
Cradit impairment changes (175.248) (75,143} (97,264} {171.966) £318,103) {859,958)
Operating expenditure (1,779,197)  (2.602,180) (3,935838) (5,159,589}  (2,000.287) (4,952,288)
Share of (oss) / profit in associated companies (7,745 137,812 28,503 21,468 37.524 71,165
Profit before tax 529,966 880,896 865,879 1,366,912 1,352,919 1,322,356
lnenme tax expense f11£,858) (215,442) [34713,383 (h2b,F72) (428.20:2) (475,763}
Profit for the year 415,108 665,454 552,491 940,740 92417 £46,593
Selected ratios )
Return an equity (55} 13.22% 21.81% 13.85% 16.7h% 15.38% . 1.39%
Return an assets (54] 7 h3% 2 23% 1.67% 2.33% 2.14% 0.76%
Nun interest income tu Lotal income (%6} 59.77% 62.59% 58.20% B0.64% 34.75% 36 56%

Cost to incorne ratio{5) -73.15% -73.00% -30.93% STE.ET -84% -86%
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Report of the independent Auditor to the Members of CfC Stanbic Holdings Limited

Report on the consolidated financial statements
We have audiled the accompanying consulidated financial statements of CfC Stanbic Holidings Limited (the company} and its subsidiaries

(Logethes, the group), as set out on pages 15 to 74. These financial statements comprise the consolidated bulance sheet al 37 December
2008 and the tonsolidated income statement, statemant of changes in equity and cash fiy slatement for the year then ended, together
with the bafance sheet of the company standing alone as at 31 December 008 and the staterment of chanyes in equity of the company

for the vear then ended, and a surnmary of significant accounting policies and olher explanatory notas,

Directors’ responsibility for the financial statements
The directors dre responsiole for the preparation and feir presentation of these (nancial statements jo dcoardance with atermational

Financial Reporling Standards, and with the requirements of the Kenyan Companias Act. This responsihility inciudes designing, implementing
and maintaining imternal contral ralevant to the preparation and fair presgntation of the financial statemanls that are free from material
misstatertent, whether due o fraud or errar, selecting and applying appropriate accaunting policles and making accaunting estimates that

are regsonable in the circumstances.

Auditor’s responsibility
Our responsibility is 1o exoress an opinion on the financial statements based on our audit. We conducted our audit in accordance with

International Standards on Auditing. These standards require that we compfy with ethical requirements and plan and pecform our audit to
abtain reasonahle assurance that the financial statements are free from material misstatement.

An audit invoives perfonming procedures ta obtam audit evidence sbout the amounis and the disclosures in the financial stalemants,
The procedures selected depend on Lhe auditor's judgement inchuding the assessment of risks of material misstatement of the financial
taterments, whether due ta fraud or error. In making those risk assessments, the auditor considers internal controls relevart to the entity’s
preparation and fair presentation of the Hnandiel statements in order to design audit proceduras thal are appropriste in the circumstances,
but ot Sor the purpese of expressing an opinion un the effeclivenass of the company's ntermnal control. An audit also inciudes evaluating
the zpprupriateness ol the accounting policies used and the reasorablensss of accounling astimates made by ihe Directors as wall as

evalyaling the overal precentation of the financial statements

We believe that the audit evidence we have obtained is sufficient and spprapriate 1o provide a basis for our opimon

Qpinian
In our opinion the accompanying financial statements give a frue and fair view of the state of the linancial atfairs of the group and of the
company at 31 December 2008 and of the proft and cash Hows of the group for Lhe year then ended In gerordance with Intzrnariona)

Financial Reporting Standards and the Kenyan Companies Act.

. Report on other legal requirements
The Kenyan Companies Act requires that in carrying out our audit we consider ang report to vou on the following matters. We confirm

that!

- we have obtained al the information and explanations which 1o the best of our knowledge and balief were necessary for the purbases of
our e

in aur opinion proper books af account have haen kept by the company. $o far as appears from our examination of those books;

the company’s balance sheel and profit and less account are in agreament with the boaks of account.

PRICEAATRHOUSE(QOPERS

Certified Public Accountants
Mairohi
22 Aned 23049
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Annual Report and Financial Statements for the year ended 31 December 2008

Consolidated and Company Balance Sheet

Assels

Cash and balznues with Tenhal Bank of Kenya
Pledged assely

Financial invesiments - wading assety
linarcial irvestments - avaitablg-Tar- sale
Lodres and advanzos

Luans and advdances o banky

l.oans and advances to custamers
Ralances due from group rampanies
Jiher asaets

Imvestment in subsidiaries and associanes
FProperty and eguipment

Irunatimant properties

Frepaid gporating lease

Intamgible Assets - goodwill

Qiner irmangiole aunris

LurTent Law recoverable

Deferred tar assat

Toral assets

Equity and liahilities
Equity

Equity attribytable to company’s equity holders
rdirrary share capital
Qrdinary shaye premism

Frvenus rasgmves

Olhey reserees

Minarity Wrlerest

Liabilities

Drrivative liabilities

Deposiln and current atcounts
Deposits frorm banks

Depesils From customers
Borrowings

Cthar habilitios

Balances due to group companies
Cureant ncome tax payzhle
Deferregd tax Hability

Total equity and liabllities

Note

g
pale]

2z
23

36

31
31

41

33

34

35

3G

F- 158

- i “Group " Company
2002 2007 2008 2007
Shs000 Shs'000 Shs'00Q Shs'000
€,220,827 171,627 14,828 1,777,462
2,395,000 - - -
2,548,214 586.G13 - -
15,250,880 12,578.576 - 4,760,800
65,210,084 18,426,525 B 18,391,472
20,548,781 2,224,009 - 1,691.902
44,661,305 16,702,520 - 16,702 520

- - 288,406 -

3,823,085 2,332,235 37,459 1,362,021
236,770 172,191 14,890,349 698,332
2,296,530 1,498,247 11,810 50E 806
366,500 418829 -
4,023 75,02 - 75,000
10,434,205 1,084,847 - -
1,610,735 483 5TF - zad.814
257 297 - 145 8271 -
280,722 147,614 - 103,007
111,128,799 42,262,781 15,092,723 . 28,020,664
19,247,973 6,012,969 14,997,216 3,339,033
18,531,146 5,160,75%  14,997,21G 3,339,033
1,368,427 720,000 1,268,421 780,000
13,586,847 49,420 13,586,347 669,420
2,738,554 2,636,622 41,948 1.6587,163
237,374 1,074,113 - 232.480
716,827 asz.g14 - -
91,880,826 37 249,812 985,507 24,681,631
55,383 - - -
73,071,678 22,070,835 - 22. 792566
17,086,605 1,972,975 - 1,978,975
61,975,073 20,087,960 - 20,819,591
2,080,167 633,842 700,000 200,000
16,259,850 14,338,048 34,577 1,048,598

- - 251,050 2,081

257,013 12,065 Q840 37,386
56,721 114,922 - -
111,128,78%  43.262.781 15,992,723 28,020,664

The financial statemerils oo pages 15 16 74 were approved for issue by the Board of Directors on & Agril 2009 and signed on its behalf by:

. i, Njenja
Cirairman

G K. May
Director

K. idbathi

Managing Director

A, L Mugambi

Secretary
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~ Apnual Repart and Financial Statements for the year ended 31 December 2008

" | Consolidated income Statement

I! Group
| 2008 2007
E: Note Shs'000 Shs"000 _
Wet internut income 3710530 £.268,195 ;r
r " Interest income 6 1 . 5804824 3,594,308 4
Jme;'esr exprrse 7 2,087, 284) [1.331.113) ;l
' Non-irterest revenue 2,193,311 1,518,074 l
Nk fee and commission Tevenue 1,363,048 H83,370 i
| Fea and cormmissinn revere g ‘ 1,390,074 B9/ A42 I
. Fer and tommission experse R [27.020) (14,0631 i
Tradinig reve e 0 E 14,067 540 A%
Other revisnue () 16,195 34 704
; — J
Incarme from awsocigtes 5 71,165 37,524
‘ .
‘Nsurance yncerariing mneomeo 1z 1,752,557 896,376
Tatal income 7,134,603 4,680,309
' Credil impairmeni charges 13 (845,953} {318,103
.: Impairment 955 G availaBlo-far-sale seconithes (226,622} -
. Income &ftes credst impairment charges 0,048,042 4,362,208
’ Operating rxpensas (4,725,665 (3.0109,267)
Staff tosts 14 £1,819,568) (1172 801§
Orher pperaiing expenses 15 [2,906,058) (183 6,48'3.1§
’ Profit befors taxatian 1,322,356 1352019
;' IMcome tex expeiise 16 (475,763} {128,207)
Profit attributable to ordinary shaveholders 846,593 924,717
.AttributahJe o Minoby interes! G4,474 154,785
i Equity fioldess of the parent 752,179 766,537
17 335 4.94

Tarnings per sharg - basic and diluted (She




Censolidated Statement of Changes in Equity

Eqaity
attributed
Faly Cuprency Eothe
Share Share Capital  Statutory value  Revalyation r i F nue h halders of
capital premium reserve reserve reserve reserve reserve rESEMVE the parent Minerity Interest TOTAL
Shs'000 Shs'DGO Shs'000 Shs"000 5hs'O0D Shs'DDA Shs'0a0 ShsoDOD Shs 0o Shs'000 5hs'000
At 1 Janvary 2008 as previousty
roported B, 000 G 420 243,809 EEVIS] tGd,ag? {37,580 2636622 ERETORE 32804 D012, 869
Heclassification of [air valuee roserves -
A it {53,902} £34892
As restaled 780,900 B69,420 233.80T 337,724 33,200 A48 (37.581) 2636,022 O TR EVERINES 012,869
Mat profit lor e yiar - - . . - Ih2 1T 52,170 04,414 £A5, 803
Exchange ditference ansing on franslztion
ab o subtitey - 2641 2,040 1A
Tt seahs ol AR ks e o B
dimaseial imscternentsrevatuarior of property - - - IBIRRET) 11,230 - CROZLT1Y 0135001 [612)
Tvpaiinient ks, on seaiable-“o,-sale
securites Laken to inrone - - 1457595 - 28927 26622
Doferred Lax oo revaluatar (300,778} - wd s - 547
Leferad rar on property revaluation
write back - - . - al.Gin - BLe10 91,019
Tatal incorre and expenses items
fecognised directly in equity - - - - [B03.B40) 6,190 2621 - (515,0249) (97,433) {613,463)
niedm divisdends 2008 paid - - - (74,0000 £FE, D00y {23,298

Oivadead - 2007 poid - B - . - . - (4R, 40000 [¥2iR1als 2t

L1400 3061

lezureit shase:

5 Y INErGr Wity SHY SEE 421 12,017,427 - - 18,500 48 13,505,841

Travsied (rone/Lo st

Ory Ty

Liped revasiivie movemans Aran

31,364 240,169

&t 31 Becemher 2008 1,348,421 13,586,847 273,37 976,802 (281,558) 103,86% (34,9601 2 738554 18,531,146 Tie,82%

19,247,973

PRI HUEg 340 ARauLeg) panwy] sbupjen xaueIs 2,0

BSODZ Squanaa £ pIpua redk 3Y3 40} SIUBWBAG [PISUBULE pue Pioday [enuuy

PR |
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Consolidated Statement of Changes in Equity

i

Fair Currency Equity atiriiuted
Share Share Lapitsl  Statatary valne  Revaluati lation ta the share holders Minority \
capital premivm rESEYYE FRSETVE resene rEsErve reserve reserve - of the parent Interest TOTAL |
Shs 000 $hs 000  Shs 000  Shs'00¢  Shs 000 Shs 000 shs ‘000 Shs000 Shs Q00 Shs ‘300 Shs "000 !
I i
At 1 January 2007 780,000 669,120 266,921 230,349 394,438 40,962 (26,8111 2,264,507 4,710,086 843002 5,553,088 | -
| .
Met profit far (he yaar - - - - - - - 769,238 768532 154,785 G24,717 I
i
Exchange differences arisiag an translation of a f r
foreign subsidiary R - - - - - - (970 - kil (19,138 20,108} ! o
| ;
Fais value adjustments on availakle-for-sale assets - - - - (7156 - - - {71,156) 144,952) (115,118) L
Property revaluztion - - - - - 176,517 - - 176,517 - 176,517 |
|
f
Total incorae and expenses ftems recognised -
divectly in equlty - - - - (71156} 176,517 @70 - 104,351 (64,100} 43,241 !
i
Diudend 2006 paid in 2007 - - - - - - - (195,000 (195,000) (25,347 (221,347) |
Interim dividends 2007 - - - - - - - (218,4000 (218,400; - {2118,40C) i :
Cther revenue movements /ransfers - - 133,172) 106,775 - - - B4.517) [10,854) (54,525 65,3300 { —
At 371 December 2007 780,000 669,420 233809 337,124 323,782 217479 (37,581) 2436522 5,160,755 852,814 6,012,969 ! =

BO0Z J2qwarag 1E papyd 183A 343 10§ SIUIWRIELS [EDUEULY pue Jroday [Enuuy

{Palry sueg 174 Anaunsd) panun sBupjoy Jwuels 3y




CfC Stanbic Holdings Limited {Formerly CFC Bank Limited)
Annual Report apd Financial Statements for the year ended 31 December 2008

Company Statement of Changes in Equity

Af 1st January 2008

et profit for the year

Fair value adjuslment {availabio- for-sale
firancial asset<}

Transfer from statutory resesve

fividends declared - 2007

tnlerim dividend paid - 2008

Share issuance on merger with SBE

TransTer oF reserves/ hive down o CFC
Stanhic Gank on merger

At 31 December 2008

At 1 January 2007

Met profit for the year

Fingl and interim dividends paid

Fair value and other reservas mavenients

At 31 December 2007

Share

Share

Fafr valua

Statutory

Revenue

; ) TOTAL
capita premiiy TRSETVE reerve TesErve
Shs "DO0 Shs ‘000 Shs “000 Shs 00D Shs ‘000 Shs 000
730,000 669,420 79.698 152,752 1,657,163 3,339,033
- - - - 143,378 142,578
- - {70,926) - (5%.926]
- - - (74,8345} 74,945
- - - {78,000 [74,000)
- - - {78,000 (78,0000
AB8,421 12917427 - - 13,505,848
- - (18 7721 (77,8071 1,677,738y 1,775,317
1,368,421 - 13,586,847 - - 41,948 14,997,216
7EO000 669,420 (26,627) 56,024 1,510,970 2,989,707
- - - 656, X217 656,321
- - - - {413,400 1473, 4000
- - 106,325 45,748 (96,778} 108,325
780,000 569,420 79,658 152,752 1,657,163 3,334.033
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wash fiows qenerted from aperating acthitias

Ingeme Lax paid

Cash flow from aperating activities hefore chatiges in operating assets and labifities

Changes in operating assets and Lahilities
1 02ns gag sdvahces to custameTs
Olfier assets
Cash ratio reguirement
Financi immestmaniy
Lugtormar e posis
Lira of credis
Obher fiabilities

Net cash generated from apevating activities
Cash flow From investing activities
Acguisition of subsidizny companies

Additions Lo property ans eguipment

Additians to istangibie fwats

Proterds from the saie of equipment

Additions Lo Investmenl groperties

Invesiment in 3ssocigies

wet cash used in investing activitics

Cash flow from financing activities

Dividenids paid

Divigengs paid o minodty sharsholders

Proceeds froen s (repayment of) borowing and sharebalder an
Dividernitls from associates

Net cash generated fromys (utilised inj financing activities
Curtency wanslation differences
Met increase in cash a|.1d cash equivalents
Casl zequired us merger with 5K

 Lash and cash squivalents at 1 Jaguary

Cash and cash equivalents at 31 December

Nate 2008 2007
shs ‘000 Shs 000

37 (&) 1,076,467 3440858
{603,0106) (556454}

.1,074,451 884,405

(6,898,171
2,109,272
53,733
(260,726
13,232,054

(71,649, 4567
(L0750
(2B, 295
3418999

2,169,533

- (204,500
(5,211,457) 706,008
4,810,157 3,897,354
(80,7 4m
(556,210) 444,335
{232,2361 (62.867)
7251 12,032
- (152,154}
{7,930 131,302)
(878,273) (677.524)
[163,909) 741,5473
(197,50 (26,3477
1,380,319 (222,560
14,571 4,923
1.135.576 (545.625)
(2.790) (75563
5,162,470 2,671,145
6,018,129 -
3,926,902 1,255,843
37 (5) 15,127,591 3,426,092




CfC Stanbie Holdimys Limitad (Formerty CFC Bank Limited)

Annaal Report and Finarcial Statements for the year ended 37 December 2008

Notes

1. General information

CfC Stanbic Holdings Liniled is incorporated In Kenya vnder the
Companigs Acl as a limited liability campany, and i« domigiled in
Kenya, The address of its registered office is:

CfC Stanbic Centre
Chiremea Road

P O RBox 72833
00200 Nairabi

2. Summary of significant accounting
policies

The principal accounting polities adopted in the preparation of
these financial statcements are set out helow. Those policias have
been consistently applied to all vears presanted, unless otherwise
stated.

a} Basis of preparation

The financial sfatemcnts are prepared in compliance with
International Financial Reporling Standards (IFRS). The financial
stztements are presented in the functional currency, Kenya
Shillings (Shs), rounded te the nearest thousaad, and prepared
under the historical cest convention as modified by the
revaluation of financial instrurments classitied as available-for-sale,
instruments hefd at fair value throegh protfic or loss, investment
prapertyand property and equipmert, | he preparation of financial
slalements i conformity with IFRS sequires the use of estimates
and assumptions. It also requires management (o exercise its
Judgement in the process of apphying the Group’s accounting
palicies, [he areas [rwolving a higher degree of judgement or
corple xily or whare assumptions and estimates ae significant to
the financial statements, are disclosed in note 3.

intararetations cffective in 2658
i 2008, the foilowing new and reviced standards and
interpretations became effective for tha fisst time.

-IFRIC 11 = [FRS 2 - Group and treasury share transactions

IFRIC 12 = Service Concession Arrangements

IFRIC 14 - 145 18 - The limit on a defined benefit asset, minimum
lunding requirements and their interaclion

-1A5 29 ang IFRS 7 — Reclassification of financizl assets.

Standards, inlerpretations and amendments to published standerds
that are not yel effective

One new standard {IFRS 8 - Operating Segments} and numeious
amendments o existing standards and new inlerpretations have
been pubfished and will be effective for the Group’s accounting
periads beginning on or after T January 2009, bul Lhe Group has
not adopted any of them in 2008.

The Directors have assessed the reievance of the new standard
and interpratations, and amendments to existing standards with
raspect fo the Group’s operations and coacluded that they will
not have any impact on the Group's financial statements, other
than IFRS 8, which will result in ehanges to reportable segments
and the infarmation disclosed in respect of those segments and
the emendments to 145 1 - Preseniation of Financial Stgtements,
which will require non-owner changes in equily tu be presented in
a ‘Comprehensive Statement of [neame”.

b) Basis of canselidation
The censclidared financial slatements Incorporate the finarial
statements of CfC Stanbic Holdings Limited and its subwsidiaries;

C[C Stanbic Bank Limited, CRC Stanbic Finangial Services Limited,
CfC Holdings Limited, CfC Investments Limited, The Heritage
Insurance Company Limited (Kenya), Azali Limited, Heritage
Insurance Company (T) Limited and CfC Life Assurance Limited.
The financial statements have been made up to 31 December.

(i Subsidiaries

Subsidiary undertakings, which are those entities in which the
Group has an interest of more than half of the voting rights ar
othenwise has power to exercise control over the operations are
consolidated. Subsidiaries ar: consolidated from the date on which
control is transferred to the Graup.

The purchase method of zecounting is used to account for the
acquisition af subsidizries by the Group. The cost of an acquisition
is measured as the fairvalue uf the assets given, equity instruments
izsued and liabilities incurred r ussumed at the date of exchange,
plus costs directly aftributable to the acquisition. Identifiable
assels acquired and fabilities and contingent labilities assumed
in a business combination are measured inftially at their fair values
at the acquisition date, frrespective of the extent of any minority
intergst, The excess of the cost of acquisition over the falr valua
of Lhe Group's share of the identfiable net assets atguired is
recorded as goodwill. If the cost of acquisition is less than the fair
value of the net assets of the subsidiary acquired, the differance
is recognised directly in the income stalement.

Inter-company transactions, halances and unrealised gains on
transactions between Group compaitics are eliminated. Unrealised
lsses are also eliminated unless the transaction provides evidence
of an impairment of the asset iransferred. Accounting policies
of subsidiaries have been citanged where necessary to ensure

cunsistancy with group policies.

{iiy Associates
Associates are underlakings over which the Gronp has significant
influence, but which it docs not control

Assuciates are afl entities over which Lhe Group has significant
infiuence but not control, generally accompanying a sharenolding
of between 20% and 50% of the vating righls. Investments in
assoriates ore accounted for by the equity nrelhod of accounting
and are intially recognised at cost. The Group's investment in
assotiates includes goodwill {het of any accumulaled impairment
foss) identified on auguisition (see Note 25).

The Group’s share of it associates’ post-acquisition profits or
losses is recogrised fn the income statement, and its share of
post-acguisition movements in reserves is recognised in reserves.
The cemulative post-gcquisition movements are adjusied against
the cairying armaunt of the investment, When the faroup’s share of
losses in an assodiate eguals o exceeds its interest in the associate,
including any other unsecured receivables, the Group does not
recogrise further losses, unless it has incurred abligations or made
payrments en bekalf of the associate.

Unrealised gaing un transactions between the Group and its
assocfates are eliminated {o the extent of the Gruup's interest
in the associates. Linrealised losses are also eliminated unless
the trarsaction provides evidence of an impairment of the asset
transferred. Accounting policies of associates have been changed
wihere nacessary to ensure consistency with the pelicies adopted
by the Group. ’
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2. Summary of significant accounting policies (continued)

b) Basis of consolidation (continued)

Goadwilt

Initially goodwill is measured at cost, being Lhe excess of the cosl
of the business comhination gver the acguirer’s interest in Lhe
net fair value of the identifiable assets, labilities and conlingent
liabilities. After wnitial recognition, goadwill is measured at cost
less any accumutated impairment losses.

W the acquirer’s intarest in Lhe net fair value of Lhe identifiable
assets, libilities and continyent liabifities exceeds the cost of the
business comiination, the Graup:

. reasscsses the identification and measurement of the
acouiree’s identifiable assets, liabilities and contingeny
liabilities and ihe measurement of the cost of the
combination; and

. recogrises immediately in profit oF loss any extoss remaining
after that reessessment.

c} Interest income and expense

fterest Moome and axpense are recognised in the profit and
Inss account for all interest bearing instruments measured at
amartised cost ar falr value through eguity using the effective
interest methad.

The eflTective interest method is ane of caloulating the amortised
cost of 2 financial asset or a tinancial fability and of aliocating the
interest income or interesl expense over the relevant period. The
etfective inlerest rate is the rate that exactly discounts estimated
future cash payments or receipls through the expected life of the
financigl instrument or, when appropriate, a shorter period 1o the
net carrying amount of the financial assei or financial lizbility, The
calcylation includes all fees paid or received hotween parties to
the contract that are an integral patt of the effective interast rate,
tramsaction costs and all other aremiums or discaunts. When jozns
and advances become impaired, they are wvritten down o their
recovarabie ameounts and interest income is thereafter recognised
hasad on the rale of interest thet was used to discount the future
cash flows for the purpose of measuring the recoverable amount.

) Fees and commission income

Fees and commissions are gonerally recognised an an aceruzl basis
when Lhe service has been provided. Loan commitment fees for
loans thal are lively to be drawn dowrt are deferred {together
with relaled direct costs) and recognised as an adjustment, to the
effective inierest rate on thg loan.

2] Functional currency and transiation of foreign currencies

) Funciional and presentaiion currancy

ftems included in the financial statements ol each of the Group's
enlities are measured using the clrrency of the primary economic
ervironment in which the entity operates (‘the [unctional
curvgney’),

Tha consolidaled financial statemonts zre presenled in Kenya
Shillings, which is the Company's functionai and presentation
CUrRnCY.

{i Tramsactions
Forejgn currency trarsactions are trznslated info the fusctional
currancy ol the respective cntity using the cxchange rates
pravailing al the dates of the ransactions, Foreign exchange gains
ane iesses resalting from the settlement of such fransaciions and

lrom the transfation al year-end exchange rates of monetary assats
and fiabilities denominated in foreign currencies are recoynised in
the profit and loss account.

Translation differences on non mounetary financial asswets and
liabilivies, such as equities held al Tair value threugh prolit or loss,
are recognised in profit or 1oss a5 part of the fair value gain or
loss, Translation differences on non-monetary financial assets,
such as equities classitied as availabla-for-sale financial assets, 4re
included in the available-for-salc reserve in equity. -

{iiiy Comsolidation uf group entities

The results and financial position of all the group entities (none of
which has the currency of a hyperinflationary economy) that have
a functional currency different from the presentation currency are
translated into the presentation currenty as Tollows:

(3} assets and liahikties for each Salance sheet presented dre
transiated at the closing rate at the date of that balance
sheet;

(b) income and expenses tor each profit and loss account are
tramsiated at average exchange rates (unless this average
is not a reasenable approximation of the cumulative effect
ol the rates prevailing on the transaction dates, in which
case income expenses are translated al lthe dates of the
transactions): ang

{c) alt resulting exchange differences are recognised as aseparate
component of equity.

On  caonsalidation, exchange differences arising from the
translation of the nel investment in foreign entities are taken
to shareha'ders’ equity. Wiven a foreign operation is sold, such
oxchange differences are racognised in the profit and loss account
as part of the gain or loss on sale,

Goodwil and fai value adjustments arising on the acquisition of
a fareign entily are trested as asscls and liabilities of Lthe foreign
entity and translated at the closing rate,

f) Financial assets

The Growpelassifies ity Anancial assets into the following categories:
lnancial assets at fair value through prafil or loss; loans, adwances
and receivables; held-to-maturity financial assets; and available-
for-sale assets. Maenagement determines the appropate
classification of its financiat assets at initial recogaition.

{i} Financial assets at Tair value threuah profit or foss

Ihis category has Lwe sub-categories; financial assets held far
trading, and thgse desianated at fair vafue through profit or (ass
at inception. A financial asset is classified ac held for trading if
acquired principally far the purpose of seliing in the short term.
Terivativas are Jiso tategorised as hebd for trading.

Financial assets are designated at fair value through profit or less

when:

- doing sa significantly reduses or eliminates a meaasurement
inconsistendy: ar,

- they farm part of a group of financial 2sscts that is managed and
tvaluated on a fair value hasis in accordonce with a documented
risk managament or vestment slrategy and reparlod to key
management persunnel o3 that basis,
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Motes {continusd}

2. Summary of significant accounting policies (continued}

) Financial assets (continued)

{iij Loans, advances and receivables

Loans and receivables are mon-derivative financial assets with

fixed or determinable payments that are not quoted in an active

market, other than:

- those that the entity intends to sell immediately ar in the short
term, which are classitied as held-for- trading, and those that
the entity upon initial recognition designates as at fair value
thraugh profit or loss;

- those thar the entity upon initial recognition designates as
avaifable-for-sale; or

- those for which the holder may not recover subsiantially ail of its
initial Investment, other than because of credit deterioration.

{iiz} Held-to-maturity

Hald-to-maturity investments are non-derivative financial assels
with fixed or daterminable payments and fixed maturities that
management has the positive intsntion and ability to hold
maturity. Were the Group to sell mare than an insignificant amaunt
of held-to-matuiity assets, the entire category would have to be
reclzssified as available-for-sale

{iv] Available-for-zale

Available-for-sale investments are those non-derivative financial
assels that are not classified under any of the categories (i} to
{iii} above,

Purchases and sales of Tinancial assels al fair value through profit
or Joss, neld-to-malurily and svaiiable-for-sale are recognised on
trade-date i.e. the date on which the Group commits o purchase
ar sell the asset. Financial assets are initialyy recogrised at [air
value plus, for alt financial assets except those carried at fair
value through profit or loss, transaction costs. Financial assots
are de-recogrised when the rights ta receive cash flows from the
financial assets have axpired or where the Group has transferred
substantialiy all risks and rewards of ownersiip. '

Loans, advances and receivables and held-to-maturity investments
are subsequently carried at amortised cost using the effective
interest methaod,

Available-Tor-sale linenual asseds end financial assets at fair vaiue
through profit or luss are subseguently carried at fair vaive. Gains
andd [asses arisirg (rom changes in the fairvalue of “financial assets
at fair value through profit ar loss” are included in the profit and
loss accoent in the peried in which they arise. Gains and losses
arising from changes in the fair valie of avaidable-for-sale finzncial
assets are recognised directly in equity until the financial asset
is da-recognised or impairad, at which time the cumulative qain
of i0ss previoushty recognised in equity is recognizad in the profit
or logs account. However, interest czleulated using the effective
interast method is recognised in the orofit and loss account
Cividends on availabie for sale equity instruments are recognised
in the profit and loss account when the Group's right to receive
payment is established.

Fair vaiues of quoted investments in active markets are based on
quoted bid prices. Fair values for unlisted equity securities are
esfimated using valualion Lechniques. These include the use of
recent arm’s length transactions, discaunied cash Mow analbysis and
other valuation techniques commonly used by markel parlicipants.
Equity securities for which fair values cannod be measured reliably
are recognised at cost less impairmen:.

g} Impairment of financial assets

The Group assesses at each balance sheet date whether there is

objective evidence that a firancial asset ar a group of financial

assets is impaired. A finandial asset or a group of financial assets s

impaired and impairment losses are incurred if, and anly if, there is

objective evidence of impairmeant as 2 result of one or more events

that accurred after initial recognition of the asset (a “loss event)

and that loss event (or events} has an impact on the estimated

future cash flows of the financial asset or group of financial assets

that can be reliably estimated. Objective evidance that a financial

asset or group of assets is impaired includes observable data that

comes to the attemtion of the Group about the following loss

cvents:

- Delinquency in eontractual payments of principal or interest

- Cash flow difficulties experienced by the borrewer (for example,
equity ratio, net income percentage of sales);

« Breach of loan covenants ar conditions;

- initiation of bankruptey proceedings;

- Deterioration af the bormwer’s compelitive position;

- Dreterioration in the value of collateral; and

- Downgrading below investment grade level,

The estimated period between a loss occurring and its identification
is determined by management for each identitied portfolie. Retail
Ipans and advances are considered nonperforming when amounts
are due and unpaid for three months. Corporate leans are anatysed
cn a case-by-case basis taking into account breaches of key loan
conditions. )

{13 Asseis carried at amortised cost

The Group first assesses whether ohjective evidence of impairment
exists individually for financial zsets that are  individually
significant, and individually or collectively for financial assets
that are most individually significant. If the Groop determines no
objective evidence of impairment exists for an individually assessed
financial asset, whether significant or nat, it includes the asset in a
group of financial assets with similar credit risk characteristics and
collectively assesses them for impairment,

Assets that are individually assessed for impairment and for
which an impairment loss is or continues to be recognised are
not ingluded in a collective assessment of impaisment. If thera is
vhjective evidence that an impeairment loss on Ioans or helg-to-
maturty rrvestments carried al amortised cost has begn incurred,
the amount of the |oss is measured as tha dilference between the
asset’s carnying amaunk and the present value of estimated future
cash dows (excluding future credit losses that have not been
incurred) discounted at the financial instrument’s priginal effective
interest rate. The carrying amount of the asset is reduced through
the use of an allowance account and the amount of the ss is
recognised in the profit and toss account, If a loan ar held-to-
maturity investment has 2 variable intarest rate, the discount rate
for measuring any impairment loss is the current effective interest
rate determined uader the contract. As a practical expedient, the
Uroup may measure impairment on the basis of an instrument’s
Fair value using an abservable market price.

The calculation of the present value of the estimated futurg cash
fows of a collateralised financial asset refiects the cash flows that
may resu’t from toreclosure less costs for abtaining and selling the
callateral, whether or not foreclosure is probable.
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2. Summary of significant accounting policies (continued)

) Financial assets (continued)

{ii) Leans, advances and receivabies

Loans and receivables are non-derivative financial assets with

fixed or determinable payments that are not quoted in an active

market, other than:

- those that the entity intends to seil immediately or in Lhe short
term, which are classified as held-for- trading, and those Lhal
the entity upon initial recognition designates as at fair value
through prafit or loss;

- those that the entity upon inifial recognition designales as
avaiiabla-for-sale; or

- those for which the holder may not recover substantially all of its
Initizl imvestmeant, other than because of credit deterioration.

{iii} Heid-to-maturity

Held-to-maturity investiments are non-derivative financial assete
with fixed or determinable paymenls and fixed maturities that
management has the pasitive iniention and ability ta hold to
maturity. Were the Group o sell more than an insignificant amount
of held-tu-malurity assets, the entire category would have to be
reclassified as availebie-for-sale

v} Available-for-sais

Available-for-sale investments are those non-derivative financial
assets that are not classified under any of the categories (i} to
(i) above.

Purchases and sales of financial assets at Tair value through profit
or loss, held-to-matutity ard available-for-salc are recagnised an
trade-date i.e. the date on which the Group commits fo purchase
or sell the asset. Tinancial assets are inftially recognised at fair
vatue plus, for all financial asseis except these carried at fafr
valug threovgh profit or loss, transaction costs. Fimancial assets
are de-recognised whan the rights to receive cash flows from the
financial assets have expired or where the Group has transferred
substantially ail risks and revards of ownership,

Loans, advences and receivabiles and held-te-maturity investments
are subscguently carried at amortised cost using the effective
interest methot.

Ayailaale-for-sale financial assets and financial assets ai Tair value
thiough profit or ioss are subsequently carried at tair value. Gains
and losses arising from changes in the fair vaiue of Tinancial assets
at fair value through profit or [oss” are included in the profit and
lass account in the period in which they arise. Gains and losses
arising from changes in the fair value of available. lor-sale financial
assets are recognised direclly in equity untii the financial asset
is de-recogrised or impaired, at which lime the cumulative gain
or lass previously recognised in equity is recognised in the profit
or loss account, However, interest calculated using the effective
interest method is recognised in the orofit and loss account.
Dividencs on available for-sale equity instruments are racognised
in the profit and loss 2ccount when the Graup's right to recefve
payment is established.

Fair vaiues ol guoted investments in active markets are based on
quated bid prices. Fair values for unlisted equity securities are
estimater using valuation technigues, These include the use of
recent anm’s lengih transactions, discounted cash fow analysis and
othervaluation techrnigues commaonly used by market parlicipants.
Equity securities far which fair values cannot be memsured reliahly
are recognised at cost less impairment.

g) Impairment of financial assets

The Group assesses at each balance sheet date whether there s

objective evidence that a financial asset or a group of financia!

assets is impaired. A financial asset or a group of financial assely is

impaired and impairment losses are incurred if, and only il, Lhere is

nijective eviderce of impairment as a result of one or more evenls

that ocourred after inktial recoghition of the asset (a “loss event”)

and that foss event (or events] has an impact on the estimatee

future cash fiows of the financial asset or group of financiat assets

that can he reliably estimated. Objective evidence that a financial

asset or group of assets is impaired includes observable data that

comes to the attention of the Group about the foltowing loss

events:

+ Delinguency in contractual payments of principal ar interast;

- Cash flow difficulties experienced by the horrower (for example,
eguity ratio, net income percentage of sales);

- Breach of loan covenanls or conditions;

- Initiation of bankruptey proceedings;

+ Deterioralion of the harmwer’s competitive pasition;

- Delenaration in the value of collateral; and

» Downgrading belaw investment grade level,

The estimated period between a loss occurring and ils identification
is determined by management for each ideatified portfolio. Retail
loazs and advances are considered nunperforming when amounts
are due and unpaid for three months. Corporate loans are analysed
an a case-by-case hasis taking into account breachas of key loan
conditions.

1) Assets carried at amortised cost

The Group first assesses whether objective ovidonce of impairment
exists individually for financial assets that are individually
significant, and individually or collectively for financial assets
that are not individually sigrificant. If the Group determines no
chjective evidence of impairment exists for an individually assessed
financial assel, whether significant or not, it in¢ludes the asset ina
group of financial assets with similar credit risk characterislics and
colleclively assesses them for impairment,

fasers thal are individualy assessed for impairment and for
which ar impairment loss is or continues to be ecognised are
not included in & collective assessment of impairment. [If there is
abjective avidence that an impairment loss an foans or held-ta-
maturity investments carried al amortised cost has been ncuried,
the amount of the loss is measured us the difference between the
asset’s carrying amounk end the present value of estimated future
cash fiows (excluding fulure credit losses that have not been
incurred) discounted at the financial irstrument’s original effective
interest rate. The carrying amount of the asset is reduced through
the use of an alipwance account and the amount of the loss is
recognised in the profit and Joss account. If a loan or held-to-
maturity investmcnt has a variabie interest rate, the discount rate
for measuring any impairment foss is the current effective interest
rate determined under the contract. As a practical expedient, the
Group may measure impairment on the basis of an instrument’s
fair walue using an observable market price,

The ralculation of the present value of the estimated feture cash
fows of 3 collateralised financial asset refecls Lhe cash fAows that
may result from foreclosure less cosls for ahtzining and selling the
collateral, whather or not foreclosure © prohable
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Motes {continued)

2. Summary of significant accounting policies {continued)

g) Impairment of financial assets (continued)

When a loan is uncallectible, il is wrillen off against the related
provision fur loan imparrment. Such lcans are written off after all
the necessary procedures have been completed and the amount of
the fass has been delermined, Subsequent recoveries of amounts
previously wrilten off decrease the amount of the provision for
loan impairmernt in the profit and foss accaunt.

If. n a subsequent period, the amount of the impairment loss
decreases and the decrease can be related objectively to an
event occurring after the impalrment was recognised (such as
an improvement in the debtor's credit rating), the previously
recognised impaliment loss is reversed by adjusting the allowance
account. The amount of the reversal is recognised in the income
statements.

(it} Assets carried at fair value

In the case of equity investments classified as availabie-for-saie,
a significant or prolonged decline in the fair value of the security
below its cosl s considered in determining whether the assets
are jmpaired. IT any such evidence exists for available-for-sale
financial assets, the cumulative loss — measured as the differenca
betwuen Lhe acquisition cast and the current fair value, less any
impairment loss on that financial asset previously recognised In
profit or loss — is removed frem equity and recagnised in the prafit
and loss account.

Impairment losses recognised in the profit and loss account on
equity instruments are not reversed through the profit and loss
account. if, in a subseguent pericd, the fair velue of a debt
instrument classified as available-for-safe increases and the
increase can be objectively related to an event occurring after the
impairment loss was recognised in profit or loss, the impairment
loss is reversed through the income statoment.

(i} Renegotiated leans

Loans that are either subject Lo collective impairment assessment
orindividually significant and whose Lerms have been renegatiated
are no longer considered to be past due but are treated as
new loans. In subsequant years the negotiated terms apply in
determining whether the asset is considered to be past due.

h) Praperty and equipment

All categories of property and equipment are initially recorded
at cost. Buildings and freenold [and are subsequently shown at
tair value, hased on periodic, but ab leasl Lriennial, valuations by
external independent valuers, less subsequent depreciaiion for
buildings. All gther properly and equiprnent is staled at historical
cost less depreciation. Historical cost includes expenditure that is
directly attributable to the acquisition of the items.

Subseguent casts are included in the asser’s carrying amount ar
recognised 05 g separate asset, as apprapriate, only when i is
probable that future econamic herefits associated with the itam
will fiow 1o the Group and the cost of the am can ba measurad
refiably. All othar renairs and maintenance are charged o the
profit and loss acenunt during the fimancial period in which they
are incurred. .

Increases in the carrying amount arising on revaluation are
credited to a revaluation surplus reserve in equity. Decreases
that offset previous increases of the same asset are charged
against the revaiuation surplus; all other decreases are charged

to the profit and loss account. Each year the difterence between
depreciation based on the revalued carrving amount of the awsal
(the depreciation charged to the profit and loss account) and
depraciation based on the asset’s original cos? is transferred lrum
the revaluation reserve to retained earnings.

Freehold land is not deprecialed. Depreciation on other assets is
calculated using the straight-line melhod to allocate thel cost or
revalued amounts less their residual values aver their estimated
usetul lives, as follows:

Leasehold buildings Thee shorier of Lhe lease perac

or 50 years
Furniturs & fittings 5 yezrs
Matar vehicles . 5 years
Laptops and persenal cotmputers 4 vears
Other computer eguipmen: 5 years
Office equiprent 3 years

The assets’ residual values and useful dives are reviewed, and
agjusted if appropriake, at cach balance sheet date.

The Group assesses at each reparting date whether there is any
indication that any item of property, plant and equipment is
impaired. If any such indication exists, the Group estimates the
recoverable armount of the relevant assets, An impairment loss is
recagnised for the amount by which the asset’s carrying amount
exceeds its recoverable amount. The recoverable amount is the
higher of an asset’s fair vaiue |ess costs to sell and value in use,
For the purpcses of assessing impairmani, assals arg grouped ol
the iowest leveis for which there are separately identifiable cash
flowes (rash-genarating units).

Gains and losses on disposal ol property and eguiprment are
determined by reference to their carrying amount and are
inciuded in the profit and loss account. On disposal of revalued
assets, amounts in fhe revaluation surplus relating to that asset
are transferred to retained earnings. Repairs and renewals are
charged W the profit and loss account when the axperdities is
ingizrred.

i} Income tax

Income tax expense is the aggregate of the charge to the profit
and boss account in respect of current income tax and deferred
income tax. Tax is recognised in the profit and foss account uniess
it relates to items recognised directly in equity, in which case it is
aisc recogrised directly in equity.

Current incoma tax is the amoant of inCome tax payable on the
taxable profit tor the year determined in sccordance with tre
relevant tax legislation.

Deferred incume lax 1 rewgnisad in ful, wsing ihe habdily
method, for all lemporary diffgrerces arising belwees the
lax bases of assafts and liabdities and their casrying velues for
financial reporting purposes. However, if the deferred income
tax arises from the initial recognition of an asset ar iahility in a
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2. Summary of significant accounting policies (continued)

i} Income tax (continucd)

transaction other than a business combination Lhat af the time
ot the transaction affecls negilher satcounting nor taxable profit or
loss, it is nol gecousniled for. Deferred income tax is determined
using tax rates and taws Lhal have been enzcted or substantively
enacled al Lhe balance sheet date and are expected te apply when
the retated deferred incoms tax asset is rezlised or the deterred
income Lax lability is settled,

Deferred income tax assels a2 recognised only to the extent that
it is probable that fuiure faxable profits will e available against
whizh temporary diflerences can be utifised.

) Cash and cash equivatents

Cash anel cash equivalents includes rash in kand, deposits keld at
call with banks, ofher shart tarm Righly liquid investments with
original maturities af three manths or fess, includirg: cash and
non-rastricted balances with the Central Bank of Kenva, Treasury
and other eligible bills, and amounts due from other banks. Cash
and cash eqiivalents excludes the cash reserve reguirement beld
with the Centrzl Bark of Kenya aml deposils from orher hanks

k) Accounting for leases

Lagses in which & sicnificant portion of the risks and rewards of
awnarship are retainad by the lessor are classified as cperating
leases. All pther luawes are classified a5 Anance leases.

{1y With the Groug as lessze

Puyments made under operating lezses ara charged to the profit
and loss account an 2 stralght-line basis over the period of the
{ease.

LY With the Groug #s lessar

When asscts are leased aut under s fimance lease, the present
vaiue of the lease payments is recoqnised as & receivadle. The
difference botween the gross receivable and the present value of
the receiable is recognised as ungarned finance ingome. Leasc
income iz recognised over the term of the lease using the nat
investment method (hefore income tax), which reflects a conslant
periodic rate of return.

1} Classification of insurance contracts

The Group issues wonlracts Lthat transfer insurance risk or financial
risk ot bath, Insurance cantracts are those contracts that transfer
significant insurance riske Such contracts may alse transter financial
risk. As a general quideline, the Group defines as significant
insurance risk, the possibilty of having to pay benefits on the
acrurrence of an insured event that are at least 10% more thar:
the berefits pavabls if the insured event did rot occur,

|nvestment contracts are those Contracts thai transfer financial
risk with no significant insurance risk. The accounling palicy
for these contracts is described under nole 2(F) to the financial
starements.

Insurance contracts and investment contracts are classified into
hwia main categories, depending on the duration of risk and as per
the prowvisions of the Insurance Act.

{3} Long tenm insurance businass

includes insurance business of all or any ot the following clusaes,
namely, life assurance business, superarnuation  Dusiress,
industrial life assurance business and bond invesiment business
and business incidental 1o any such class af business,

Life assurance business means the business of, ur in relation 1o,
the issuing of, or the underiaking of liability to pay money un death
[not being death by accident or in specified sickness onfy) cr ca
the happering of any contingency dependent on the terminaticn
of continuance of human life {either with or without provisios for
a benefit under a continuous disabiiity insurance contract), and
inciude @ contract which is sulbject to the sayment of premiums
tor term dependent on the terminatian ar certinuance of human
life and any contract securing the grani of an annuity for 3 tarm
dependent vpon luman dife; Suparannuation basiness means life
asalrance husiness, eing husiness of, arin relation to, the issuing
of orthe undertakiag of liability under superarnuation, group ilo
and permanent heaith insurance policy.

{7 Canare! insurance Busingss
Means insurance busitess ol dny class or Classas not beaing nng
2T insurance business Classes ol General morance inciude

personal accident insurance (including mecticat).

Ferspnal accident ssurgnce  business means the husiness of
aftecting and carmyang out contracts of insurance against risis of
the persons insured sustaining injury 2s the result of an acriders
or of zn acgident of a specified class or dying as the res.lt of
an accident or of an accident of a specified class or becoming
incapacilated in consequence of disezse or of disezse of a
spacified class.

Medicel insurance means he busingss afaffacting and carrying oLt
coniracts of insurance against costs of otherwise non-recoverable
medical and <urgical expenses necessarily and reasorably
ineurred by a member as a direct resclt of sustaining accidental
bodily injury znd/or iliness and/or discasce wilhin the period of
insurance sublect to the policy provisions,/” tarms, exclusivns and
cenditions.

m} Premium income

For long term insurance business, premiums are recognised
as revenue when they became payable By the contract holder
Presmiyrns aie shown befare deduction of commission,

For gemgral Insurance business, premium ingome iu reugrised

on assumption of risks, and includes estimates of premiums duz

bt not yet received, less an 2llowance for cancellations, and iess

unearmed premium. Ungarned premiums reprasent the propariicn

of the premiums written in periods up to the 2ecounting date that

relates o the unexpirad terms of policies in force at the balance |
sheet date, and is computed using the 365ths method. Premiums

are shown befare deduction of commission and are grass of any

taxes or dutics levied on pramiums.
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2. Summary of significant accounting policies (continued)
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2. Summary of significant accounting policies (continued)

aa) Provisions

Provisions are recognised when the Group has a present legal
or constructive ohiigalion as a result of past events, where it is
prabable thal an cutfow of resources embodying economic
benefits will be required to setiie the obiigation, and a reiiable
estimate of the amourl of the chiigation can ke made.

Emploves entitlements to annua: leave are reconnised when they
accrue to empluyees.

A arovision s made for the estimated Fability for annual leave and
long service leave as a result of services rendered by smgployees
up to ihe balance sheet date.

bh) Shave capital
Drdinary shares are classified as equity.

cc) Dividends on ordinary shares
Dividends on ardinary shares are charged to equity in the periard
in which they are declared.

dd) Comparatives .
Where necessary, comparative fiqures have been adjusted to
confarm to changes in presentetion in the current year.

ee} Investment property

Buildings, or part of a building, {freebold or held inder a finance
lease} and land (freehold ur held under an operating lease) neld
far leng term rental vields and /or capital appreciztion and are not
occupied by the Group are classified as investment property under
non-current assets. Investment propesty is carried at fair value,
representing open market valus detarmined annually by external
valuers. Changes in fair values are inctuded in other opérating
income in the profit and lass account,

ff) Segment reporting

A Business scgment is a group of assets and operalions engaged in
providing products or services that are subject ta risks and returns
that are different from those of other business segments. A
gengraphical segment is engaged in providing products or services
within a particular econemic enviroament that are subject to risks
ang returns that are different from those of segments cperating
ir other economic environmenis.
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3. Critical accounting estimates and judgements in applying accounting policies

The Group makes estimates and assurnplions that sifect the
reoitec amounts of assets and fizhililies wthin the next financial
year. [stimates and judgements arz conlnually cvaiuated anc
are based on historical experiznea and othe- factors, inzluding

] reascnadle

a} Assessment of the aczairer in the combination of the
tformer CIC and SEK

Un 1 June 2008, CfC Bank Limired (*CfC™) acquired & 100%
interest in the former Stantic Bank Kanya (“S3K"} from Stancic
Africa Holdings Limited ("SAHI "} and the Covernment of Kenya
(nhese 15 Gn the same day, SARL acquired a 60% interest in G0
{phase 2], Details of the phases are as follows:

Phase 1 - Acquisition of SBK

LI accured 100% af SEX rhrmuch the alotment ot 117,834,271
new fuly paid v shares of CFC ta the existing SBE shareraiders,
aeing =4EL (hoiding 96319} ane the Governmant of Kenvs
Tholging 3.69%). As 2 result 53K became a wholly owned
suzsidiacy of OO with SAHL helding 471.£41% of the s
tha Gok 1.59%, and tre balance by existing sharchoidens.

Phase 2 - Actuisition of control by SAHL
Immediately on completion of the aliotmers of sharesconlemplatod
15 Phese 1, SAHL acquived a0 addizicnal 50,368,264 L[{ shares
Srom existing shareholders at a price of Shs 115 per CTC sharz.
“he tota. corsideration said by SAIIL o the CFC sharenuiders was
whs 5,848,978, 360, SAHL s sha-eholeing iz CHC was increased tu
80% of the ravised share capital of CFC,

i1 idextifying the acquirer af CfC Group level, Lre substence ard
asenomic reality of transaction rether ihan the transactian’s
laqal form was considered by maragemant.

I rerms of [FRS 3, Business Combinabions, sl vzlevant farts and
circumstances are to be considercd in identifying the acquirer
including, but not limil

the gwners of e combined ertities. Fuadzmentel ta identifying

L Lhe relativa cwnarship interests of

was Lhe consideration of the relzticns®ip between
would nave the
cias of the olhor

the zcyui
the comaining vriities to detarminz which eat’
power o gavern the fizancial and aperating peii
enl by ard abtain benefits froT its activities,

Sespite the fact that phase 1 and phase £ of Lhe transactions are
ieqaily linked. is aurview, the identificalivs ol e acosirey at the
tevel of the CFC sub-group (in Kenya) stould be aassd on only the
transactions that take place between (T 2nod SBK

Tae foliowing facters further supported the identification of CFZ

as the acquirer of SBK:

» CfCwas the larger entity; and

- The transaction was not initiated by 58K Lut by the Standard
Bark Group through its subsidiary SAHL,

tanagement has thas concluded Exat U7 was the acquirer.

b) Impairment losses on loans and advances
The Grous reviews its loan porliviios [0 asscss impairment at least
o a monthly basis.

In determining wielher an impairment ioss shouid be recorded in
the Income statemenl, the Groug makes judaamants as towhether
there is any ohservaile data indicating that there is 2 measuseble
decrease in lhe cstimated Tuture cash fows fram a oo-tfolio o
loans befare the decrease can be idertified with as Individuel
taan i that nortfalia. This evidence may include chservzbie cata
Lral there has bhaen an adverse chanse in the payment
iz 2 group, of rational o loga' economic
conditions that corssiate wits defazlts on assets in the group.
! At uses estimates based on Aistorical loss exponicnce
Tor assets with credit risk characseristics end ogjective evidence
T impairment similsr to those in the portfolio when scheduling
uture cash fows. The methodelogy enc assumptions used
imating Both the amounl end Uring of future cash flows
zre reviswed regularly oo reduce any Oifferences betwean oss
estirates and aclusl lpss expericnce

indicasi

status of borrcwer

Maragem

Retai” fozns are ncradualy mpaired I L2 amounts ase past
due and unpaid for three or more months, Corsorate loans aa
graiysed o0n a caso-oy-case basis tzking ‘nto acceunt breaches
. wanagement’s estmates of future tash
s incividuaily impaiczd loans are based on historical ioss
experignce for assets with similar credit risk characteristics. The
oogy anet Assumptions used for esiimating Soth <he
ing of futeee cask Aows are revigwed regularly
ereaces betwaen loss estimatas and aczual loss

amount awl o

<o reduce any di
cRporicnoe.

£) Fair value of derivatives

Tae fair walue of financizl nstrumeris £hat are mot quoled in
active marxets are desarmired By using valualion lechnin.es.
Where wvaluatior techriguss for exemple, medels) are -
to determing far wvzlues, they are walicalud und peric ¥
reviewed by cualitied persorie! independent of *he area that
creatad them, All medel are wordified before they are wsed, and
medels are caiibreted Lo crsure that outpats reflact zctual deta
and comparalive matkel prices. To the extent practiczl, models

pr

use only ooservebic data, however areas such zs credit risk
(bulh own eng counterparty), volatilities and correlations requie
managemean: Le migke estimatos.

Changes in assumptions shout these “zcwors covld affect reparted
fair vaine of £nancial instruments.

d) Impairment of goodwill

The Group tests annually whether goodwill has suffored any
impairment, in accordance with the sccounting palicy stared in
Note F{hn. The recovarable zmounts of cash-gencrating usits
kave baer determined based on valug-in use czleulations. The
carrying amount of *he goodwil’ ard the key wssumplians made
zre set out in MNote 20,
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3. Critical accounting estimates and judgements in applying accounting policies (continued)

e) lncome taxes

The Group is sibiect to ncome lexcs in varioys (urisdictions,
Significant judgmert is required in determizing Lhe Growp's
provision Tor income taxss. There are many transaclions and
calculations for which the ultimzte tax detesmination is uncerain
during the ordirary course of business, The Group recognises
[abilities for anticioated tax audit issues based on estimates of
whether addlonal taxes wil’ be due. Where the final tax guluoms
of these matters is different from the amounts that were inilially
recorded, stch differences will impact thie incame tax and deferred
tax provisians in the periad in which such determination is made,

) Impairment of available-for-sale assets

The Croup determines that available-for-sale equity investmertls
are impaired when there has been significant ar sroianged ceciine
in fair vale balow its cost. The determination of what s significart
or prolonged requives judgement, In making this judgement, the
Grup evaiveles among other factors, the normal volatiliny in share
price, In addition, impairment may be apgroprizie when taere is
evidence of deteripretinn of the financial haalth of the investes,
industry angd secior performance, changes In technology and
opzrational and firancial cash flows.
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4. Segmental reporting

The Group i eurrantly arganisad into rwe maior divisions - Banking and ralared services and Insurance. These divisions are the basis an

wihich the Group raports it primany segmeat information.
Primcipal activizies are a5 follows:
- Banking and related services - Tzking cepesits, lending to customers ang provision of financal, adviscry snc stock broking serviges.

- Insurancs - Insuring ris«s for &ll Classes of :nsurance business.

{a) Primary reporting format - business segments

Banking and Related Services Insurance ' Group

2008 2007 2008 2007 2008 2007
Shs' 00O Shs’ OOU. Shs’ DOC Shs’ Q00 Shs* 000 shs 000
income 4,807,465 2482518 2,228,938 215777 7134803 4,680,309
Cupenditure (3,960,352) (1,777.274) {1,851,305) (1,5E0,116) (5,812.247) (3,227.320)
Prali! belors Lax BAY 373 FCE 264 275,073 647655 1.322,35% 1332912
Tesation 135,883 {2£0.441) (169,920 a7, et (475,763 (£E8,208;
Profit after taxation 541,490 464,823 305,103 459 834 846,583 924,717
Assets 95,304,229 30,226,060 14,824,570 13,042,721 111,128,739 43,262,781
Gradwiil 10,434, 4C5 ©.08L,847 - 10,£34.405 7,084,647
Liahiitizs 173,308,3:4) [25,812,756) T18,072,462] (17,437 086) (97, 880826) {37,2458,8° 2]
Impairmens o Hrarciz!
as5ets - - AR R0 - b 0l2 -
Tredit impairment for
in: A advanres 759,854 STH 1S - - 355,955 3ig 102
Cepitei expendture ESL 7B 212,iC8 233686 254,09+ 785,445 507,200

Cepranation and
amartsztion 305729 142,763 125,632 57405 437,272 192,568



i, e Dy

D e e F

4. Segmental reporting (continued)

(b) Secondary reporting format - geographical segments

I

I

Tae Group's operations are Inceted in Kenya and Tanzania, The Tanzanian subsidiary cantributes over 14% of the Gmug’s cansclidated

income

In.come

Expendiiure

Frafit aefars tax

Taxaticn

Profit after taxation
Assels

Goodwii!

Lizhilitias

Impairmert of financ al assets
Credit impairmart far lnans and advances
Capitzl axpenditure

Deprec gtion and smortisation

Henya

Tanzania

Group

2008 2007 2008 2007 2008 2007

Shs' 000 Shs' 000 Shs' 000 Shs’ 00D Shs' 000 Shs' 000
6,622,431 4,200,304 512,172 480,005 7,134,607 4,880,300
(hAKRZTRY  (2,055,004) {355,964) 372,386} 15,812,247) (3,327,390)
1,186,133 1,245,3C0 156,203 167,619 1,322,356 1,352,919
(439,013 (402,582) {38,750) (25,620} (475.753) (423,707
727,140 R42,718 119,453 51,999 846,593 924,717
108,828,796 41,045,133 2.300,003 2,217,648 111,128,799 43,262,781
10,434,405 1,084,647 - - i9,134,405 1,084,547
(20,036,7:01 (35383083 (1,844,716 (1,866,713 {91.680.826]  (37.249.812)
226,522 - - PP6.637 -
RGG.953 318,103 - - 859,559 3t6.103
755,838 507,200 32,508 - 7RB,445 507,200

4P B34 197,873 9,838 6,745 431,472 199,568

|
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5. Financial risk management

Group risk management framework and governance structures
The Group has exposure 1o the fallowing risks from its use of financial instruments:

. Credit risk

. Liguidity risk

- fdarket risk

. Operatianal rigk.

This note presents informatian about the Group's exposure ta cach of the above risks, Lhe Group’s objectives, policies and processes for
measuring and managing risk, and the Group’s management of capital.

I he Board of Directors has overall responsibility for the establishment and oversight of the Group’s risk management framework. 1he Board
has established various committees in the eperating subsidiaries, including the Asset and Liability (ALCO), Credit and Opezrational Risk
commitlees, which are responsible for develeping and manitoring risk management pelicics in their specified areas. All Board committecs
have both executive and nen-executive members and report regularly to the Board of Directors of the Group or the respeclive subsidiary
an their activities,

The Group's risk managemenl palicies are established to identify and analyse the risks faced by the Group, i set appropriate risk limits
and controls, and to monitor risks and adherence to fimits. Risk management policies and systems are reviewed regularly to reflect changes
in market conditions, producls and services offered. The Group, through its training and management standards and procedures, aims to
develop 2 disciplined and constructive control envirgnment, in which all employees understand their reles and ohligations.

The Audit and Risk Committees are responsizle for monitoring comptiance with the Group’s risk management policies and procedures,
and for reviewtng the adeguacy of the risk management fremework In relation te the risks facad by the Group. The Audit Committees are
assisted in these Tuncdons by Internal Audit. Internal Audit underzakes both regular and ad-hoc reviews of risk management conliols and
procedures, the results of which are reported to the Audil Committees,

a) Capital management
The Group’s ohjectives when maneging capital, which is a broader concept than the ‘equity’ ar the face of balance sheet, are:

- To comply with the capital reguirements set by the regulator, Capitel Markets Authority.

- To safequard the Group's ability (and its subsidiaries) to continue as a going concern sa that it can continue to provide returns for
shargholders and benefits for other stakeholders.

. To maintain a strong capital base to support the development of its business; and

. To comply, at the operating companies level, with capital reguirements set by respective regulators such as the Central Bank of Kenya
ar respective insurance regulators.

Capital management - company

The company’s ¢hjectives when managing capital are to safequard the company’s ability to continue as 3 going concern in order to provide
returns for sharehalders and to maintain an optimal capital structure o reduce the cost of capital. in order to mairtain or adjust the capital
structure, the company may imit the amaunt of dividends paid to shareholders, issue new shares, or sefl assets to reduce deht.

The campany monitors capital on the basis of the gearing ratio, This ratio is calculated as net debt divided by tolal capital. Net debt is
calculated as total borrowings less cash and cash equivalents.

Totat capizal is calcuiated as cquity plus net debr. During 2008, the company maintained a gearing ratio belween 4.4% and 4.8%. The
company undenwent major transfarmation from a Banking Institution to a nen-Rank and a comparison to year 2007 may be misteading and
has not been provided.

2008

Shs"0{D
fotal borrowirgs . AHL000
Less: cash and cash equivalents (1 d,BZGj
MNet debt 685,172
Total equity 14,867,216
Tatal capital 15,682,308

Gearing ratio _ . 4.37%
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5. Financial risk management (continued)

a) Capital management (continued)

The Board uf Directors at the subsidiary campanies are responsible for manitering and ensuring comphiance with the regulatory framework
as established by the regulating bodies, namely Central Bank of Kenya, Capital Markets Autharity, Insurance Regulatory Authority and the
Mairobi $tock Exchange. This section presents information about the Group’s management of capital in the main operating divisions.

Capital management - RBanking division

The Bank's objectives when managing capital, which is a broadar cancept than the ‘enuity’ on the face of balance sheet, arc:

. To comply with the capital requirements set by the reguiator, Central Rank of Kenya;

. To safeguard the Bank's ability to continue 35 a going concern so that it can confinue to provide retuims for shareholders and benefits
for other stakeholders; and

. To maintain & strong capital base to support the development of its business.

i Ihe Bank monitors the adequacy of its capital using ratios established by the Cenfral Bank of Kenya (CBK), which ratios are broadly in line
with those for the Bank for Internationsl Settlements (BIS), These ratios measure capital adequacy by comparing the Bank's eligible capitat
with its balance sheet assets, off-bafance-shect commitments and market and other iisk positions at weighted amounts to reflect their
relative risk,

The risk-bascd approach applies to both on and off-balance sheet items, The focus of this appraach is credit risk, interest rate risk, market
risk, aperational risk, concentration risk and underlying collaberal risk.

The assets are weighted according to broad categories, each being assigned a risk welghting aceording to the amount of capital deemed to
be necessary to support them. Four categories of risk weights (0%, 20%, 50%, and 100%) are applied.

The bank is required at all Limes to maintain:

* A care capital (tier 1) of not less than 8% of total risk weighted assets plus risk weighred off-balanca sheet jtems;

. A core capital (tier 1) of nol less than 8% of its total deposit liahilities; and ' :

. A total capital (tier T <+ tier 2) of not fess than 12% of its total fisk adjusted assets plus risk adjusted off balance sheet items.

Off-balance sheet credit refated commitrmerits and forwards are corverted to credit risk eguivalents using credit conversion factors,
designed to convert these items into bakance sheel equivalents. The resulting credit equivalent amounts are then weighted for credit risk
using the same percentages as for balance sheel assets.

Tier 1 capilal consists of shareholders” equity comprising paid up share capital, share premium and retained earnings less intangible assets,
aoodwill and investments in subsidiary institutians and cquity instruments of other institutions. Tier 2 capital includes the Bank's term
subardinated debt and statutary loan loss reserves and cannol exceed tier 1 capital. Statutary lnan loss reserves gualifying as tier 2 capital
cannol exceed 1.25% of the risk weightad assets total value,

2008

2007

| Shs000 Shs'000
1;_ier 1 capital (Core capital}

Slhare capital 2,441,375 780,000
.Share premium 534,118 653,420
Retained earnings 2,976,461 1,657,183
Total Tier 1 capital 5,951,854 3,106,583
ﬁer 2 capital

Staturgory credit risk resenve 422,231 152,752
S;.:bordinated debi 1,264,200 560,000
T;:tal Tier 2 capital 1686481 712,752
Total capital (Tier 1 + Tier 2) 7.638435 3,819,335
Risk weighted assets

(].n—balance sheer 47,565 618 19,925,611
O.ﬁ’- balanes shret 1,584,202 37,552
Total risk weighted assets 52,150,020 19,963,163
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5. Financial risk management (continued)

Capital management - Banking division (continued)

P .35

Minimum regulatery requirement 8.00%
Total capital / total risk weighted assets 14.65%
firirmum requlatory requircnent 12 Q0%

Capital management - Insurance division

15.00%

2.00%
19.00%
T2 0%

The insurznce division is requlated through and complies with the Insurance Act, Companies Act and Insurance Regulatory Authority, The

ubjectives when managing capital are 1o:
comnply with the capitzl requirements as set out in the nsurance Act;
comply with regularary selvency requirements as sef out in the Insurance Act.

safeguard the companies’ ability to continue as going concems, so that they can continue to provide returns Lo sharehoiders and benefits

for ather stakeholders; and

- pravide an adequate return to shareholders by pricing insurance and investment contracts commensurately with the level of risk.

The Insurance Act requires each insurance campany to hold a8 minimym level of paid up capital as follows;

Regulatery

Shs’ 000

fzeneral insurance business 102,000
Lang-term inuurance busingss 50,000

CEC Life
Shs’ 000
240,000

372,240

Heritage Insurance
Shs’ 000
450,000

50,000

General insurance businesses are required to keep a solvency margin f.e. admitted assets less admitied liabilities equivalent to the higher
of Shs 16 million or 15% of the net premium income dusing the preceding finandial vear.

Long-term insurance businesses are required to keep a scivency margin Le. admitted assets less admitted liabilities equivalent to the higher

of shs 10 million or 5% of total admitted liabilities

The solvency margin of the companics as at 31 December 2008 is illustrated below:

Long-ternm business Short-term business

2008 2008

Shs'000 shs'000

Admitted assets 8,787,689 2,454,224
Admitted fabilities 8,196,945 2,130,954
Solvency margin Co0,054 323,270
4N9,347 267,640

Reguirec margin

Long-term business

Short-term business

2008 2008

Shs' 000 Shs' 000

Admitted asuels 1,396,353 1,954,110
Admitced liabifities {1.311,320 (1,764,221)
Soivency margin #5033 199,889
Reryuired margin 65,818 163,827

Long-term business
2007

5hs 000

5,726,298
B.739.97¢

986,322

457,768

Long:-term business
2007

Shs" {HH)
1,414,776
{3.129.387]

285,337

70,738

Short-term business
2007

Shs'DO0D

2,414,931

2,031,489

383,432

123,533

2007

5hs' 000
1,890.408
(1,642,791}

247,617

122,700
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5. Financial risk management (continued)

Capital management - Insurance division (continued)

The Group has short termt insurance aperations in Tenzania and is subject to Tanzania local requlations. A brtef solvency regulatory
compliance is shown below (converted to Kshs).

2008 2007

; Shs' DOO Shs' 000
Admitted 23sets 1,269,675 1,035,085
Admitted liabititias 944,03§ . £35,186
Solvency Margin 325,636 149,899
Required margin . 108,820 38,798

b) Credit risk management

CFC Stanbic Group Credit risk management is governed by the Standard Rank Group’s overail credit policy guidelines. Resnective Credit
Risk Management Divisiuns are respensible for the implementation of these guidelines, which cover compliance with prescribred sanctioning
authority levels, avoidance of a high concentration of credit risk and requiar review of credit timits. Limits on facilities to counterparties are
governad by internal restrainis, which restrict large exposures in relation ta the capital.

Cxposure to credit risk is managed thruugh regular anatysis of the ability af borrower and potential borrowers to meet all payment obligations
and by aligning credit fimits where appropriate. Exposure to credit risk is alse managed in part by ubtaining cgllateral and corporate and
personal guarantees, but a significant porlion is persenal lending where no such facifities can be obtained.

The Group takes on exposure to credit risk, which is the risk that a counter-party will causc a financial loss for the Group by failing t©
discharge an obligation in full when due. Impairment provisions are provided for losses that have been incurred at the batance sheet date.

Significant changes in the economy. or in the health of a particular industry segment that represents a concentration of the Group's
portioiio, could result in losses that are different from those provided for at the balance sheet date.

2008 2007 2008 2007

Shs'QDg Shs'000 Shs'000 Shs"000
Balances with Central Bank 2,984,413 1,439,324 - 1,439,324
Loars and advances to harks 20,548,781 2,224,004 14,828 1,697,902
I pans ard advances to customers 44,661,305 16,702,520 - 16,702,520
Governmert and other trading securtes 20,194,084 13,164,589 - 4,760,800
Other assets 3,006,463 2,852,241 37,450 892,027
‘Total recognised financial instruments 91,395,056 38,382,683 52,287 25,486,573
Off-balance sheet itams 21,538,202 4,359,719 - 4,344,719
TFotal credit risk exposure 112,933,259 42,782,402 52,287 - 29,886,292

L Company

2008 2002 2007
Shs'000 Shs'000 Shs'000 Shs'000
Neither past due rair impaired 102,958,940 37,8893 822 52,2687 25,485,535
Pa.f..rdue bt not impaired 6,862,110 3,062,524 - 2,653,825
Impaired 1,112,204 1,836,056 - 1,746,932

Total : 112,933,259 42,782,402 52,287 29,886,292
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5. Financial risk management (continued)

b) Credit risk management (continued)

Each subsidiary (operating division) is reguired to implement
the Group credit policies in line with credit approval authorities
delegated. Management theretore carefully manages its exposure
to credit risk as indicated in the ensuing paragraphs.

Credit risk managemant - Banking division

The Bank structures the levels of credit risk it undertakes by
placing limits on the amount of risk accepted in relation to one
borrawer, or groups of borrowers, and to industry segments. Such
risks are monitored on a revolving basis and are subject to annual
or more frequent review.  Limits on the level of credit risk by
produsct, industry sector and by country are appraved by the Board

of Directors.

The exposure to any one borrower Including banks is further
restricted by sub-limits covering on - and off-balance sheet
exposures and daily defivery risk limits in relation to trading items
such as forward forcign exchange contracts. Actual exposures
against limits are monitored daify.

(i} Managemant reserting

A number of reports are prepared as management information on
cradit risk. Various analyses of ithe data are done and a variety of
reports are prepared on a monthly and guarterly basis. Some of
these reports inciude:

« Monthly Board Credit and Risk Report

« Quarterly Board Audit Report

« Quarterly Board Risk Repart

» Regulatary refurns

+ Half-year results

+ Annual financial statemants

These reports are distributed ta Standard Rank Group controlling
divisions, regulators and are available for inspection by authorised
personnel.

{ii} Credit risk measurement

Loans and advances

In measuring credit risk of toans and advances to customers
and to banks at a counter-party level, the Baek reflects three
components:

the ‘probability of default’ by the dient or counterparty on its
contractual obligations;

current exposures o the counterparty and its likely future
development, from which the Bank derives the ‘exposure at
default’; and

the likely recovery ratio on the defaulted obligations (the loss
given defaull’).

These credit risk measurements, which reflect expected lass
[the ‘expeiled loss muodel) ang are required by the Basel
Committee an Banking Regulations and the Supervisory Practices
are emhbedded in the Bank's daily operational management. The
operational measurements can be contrasted with impairment
allowances raguired vrder 1AS 38, which are based on losses that
have been incurred at the balance cheet date (the ‘incurred Inss
model’) rather than expected losses.

The Bamk assesses the prabability of default of individual
counterparties using internat rating tools tailored to the various
categories of counterparty. They have been developed by
the Standard Bank Group and combine statistical analysis with
credit officer judgment and are validated, where appropriate, by
comparison with externally available data. Clients of the Bank are
segmented into five rating classes. The Bank’s rating scale reflects
the range of default probabilities defined for each rating class.
This means that, in principle, exposures migrate between classes
as the assessment of their probability of default changes. The
rating tools are kept under review and upgraded as necessary. The
Bank regularly validates the performance of the ratings and their
predictive power with regard to default events.

Coillaterai
The Bank employs a range of policies and practices to mitigate
credit risk. The most traditional of these i< the taking of security far
funds advanced, which is commaon practice. The Bank implements
guidelines on the acceptability of spedfic classes of colflateral or
credit risk mitigation. [he principal collaterat types for loans and
adwarnces are:

Martgages over residential properties;

Charges over business assets such as premises, inventory and

accounts receivable;

Charges over financial instruments such as debt securities and

equities.

Langer-term finance and lending ta corporate enlities is generally
secured; revolving individual credit® facilities are generally
unsecured. In addition, in order to minimise possible credit loss
the Bank seeks additional collateral from the counterparty as soon
as impairment indicators are noticed for the relevant individual
loans and advances.

Collateral held as security for financial assers qther than loans
and advances is determined by the nature of the instrument
Deht securities, treasury énd other eligible bills are generaily
unsecured, with the exception of asset-backed securities and
similar instruments, which are secured by portfalios of financial
instrumenis.

Rerivatives

The Bank maintains strict contrel limits on net open derivative
positions {i.¢., the ditferance betwaen purchase and sale contracrs),
by both amount and term. At any-one time, the amount subject to
credit risk is limited to the current fair value of instruments that
are favourable Lo Lhe Bank (.e. assets where their fair value is
pasitive), which in relation (o derivatives is only a smalt fraction
of the conlract, or notional values used to express the volume of
fnstruments outstanding, | his credil risk exposure is managed as
part of the overall lending limits with customers, together with
potential exposures from market movements, Collateral or other
security s not usually obtained for credit risk exposures on these
imstruments, except where the Bank requires margin deposits
fram caunterparties.

Settlemeant risk arisas in any situation where a payment in cash,
securities or equities is made in the expectation of a corresponding
receipt in cash, securities or equities. Daily settlerment limits are
astablished for each coutterparty to cover the aggregate of all
settlemnent risk arising from the Bank’s market transactions on any
single day.



5. Financial risk management (continued)

(i) Eredit risk measurement {continuad)

Credit related commitments

The primary purpose of these instruments is to ensure Liral funds
are available to a customer as required. Guarantees and slandby
lettars of credit, which represent irrevocable assurances thal Lhe
Bank will make payments in the event that g customer cannot meet
its obligations to third parties, carry the same credit risk as loans.
Documentary and commergal lellers of credit, which are written
undertakings by the Bank on behalf of a custarmer autherising a
third party to draw drafts on the Bank up to a stipulated amaount
under specific terms and conditions, are collateralised by the
underlying shipmants of goads to which they relate and therefore
carty ess risk than a direct bornowing.

Commiitments to extend credit represent unused portions of
authorisations to extend cradit in the form of loans, guarantees
ar letters of credit. With respect o credit risk on commitments to
extend credit, the Bank is potentially exposed to loss in an amount
equal to the total unused commitments. However, the likely
armaunt of 10ss is less than the total unused commitments, as most
commitments to extend credit are contingent upon customers
maintaining specific ¢redit standards. The Bank monitors the
term to maturity of credit commitments because longer-term
cammitments generally have a greater degree of credit risk than
shorter-term commitments.

{iii) impairment and previsioning policy

The internal and exlernal rating systems described above focus
mre un credit-quality mapping from the inception of the lending
and investment activities. In contrast, impairment provisions are
recognised for financial reporting purposes only for losses that
have been incurred at the balance sheet date based on objective
evidence of impairment. Due to the different methodologies
applied, the amount of incurred cradit losses provided for in the
finencial statemeants are usually lower than the amount determined
from the expected lass model that is used for intarnal operationat
management and hanking reguiation purpases.

Tha impairment provision shown in the balance sheet at year-end

is derived from each of the five internal rating grades. Howevey

the majority of the impairment provision tomes from Lhe bottom

two gradings (doubtful ang Joss categories).

The internat rating Loo| assists rﬁahéigl‘—:men‘.tjto determine whether

objective evidence of impairment exists under IAS 39, based on

the following criteria set wut by the Bank:

. Delinguency e contractual payments of pringipal or
interest;

- Cash flow difficulties experienced by the borrower (e.g.
equity ratfo, net income percentage of sales);

- Breach of loan covenants or canditions;

Balances with Central Bank

Loans and advances Lo banke

Lnans and advances i customers
Government and trading seeuritics

Other agsets

Total recognised financial instruments
Gtf balance sheettems

Tétal credit risk exposure
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. Inttiation of hankruptey proceedings;
. Deterigration of the barrower’s competitive position;
. Deterioration in the value of collateral.

The Bank’s policy reguires tie review of individual financial
assets that are shove materiality thresholds at east annually or
more reqularly when individual circumstances require, mpairment
allowances on individually assessed accounts are delermined by an
evaluation of the incurrad loss at balance-sheet date on a case by
case basis, and are applied to al! individually significant accounts.
The assessment normally encompasses collateral held (inchuding
re-confirmation of its enforceability) and the anticipated receipts
for that individual acesunt.

Collectively assessed impairment allowances are provided for:
{i) portfolios of homogenous assets that are individually below
materiality thresholds; and (i) losses that have been incurred
but have not yet heen identified, by using the availabte historical
experience, experienced judgment and statistical techniques.

fiv) Credit tadored to customer profile

There iz 3 clear distinction between the fundamental credit
characteristics of the Bank's customer base. This customer base is
managed according to the following market segments:

- Corporate and Investmeant Banking

» Personal and Business Banking

A diverse range of performance analysis lechniques are applied
across product sels in recogmition of differing asset and maturity
profiles.

Defauliing accounis receive prompt attention and in instances
where loss is anticipated, theyare handled centrally by rehabilitation
and recoveries resources within the credit department.

{¥} Maximum cxposure to credit risk hefore eollateral held
or pkiver credif enhancements

The table below shows the maximum exposure to credit risk
by class of financial instruments.  Financial insteuments inciude
financial instruments defined and recognised under [AS 39 as
well 2 ather financial instruments not racognised. The maximum
exposure is shown gross, before the effect of mitigation through
the use of master-netting and cotlateral agreements.

The below table represents a worst case stenario of credit risk
exposure to the Bank at 31 December 2008 and 2007, without
taking account of any collaterat held ur other credit enhancements
attached. For on-balance sheet assets, the exposures set out
above are based on net carrying amounts as reported in the
batance sheel.

2008 2007

Shs" QOO shs' 000
2,981,474 1,439,324
20,444,947 1,691,902
44,204,538 16,702,250
11,131,830 4,760,800
896,750 641,622

. 79,662,548 25,536,198
21,538,203 4,390,710
101,200,757 29,935,917
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Hotes {continued)

5. Financial risk management (continued)

Cradit related commitments (continued}

As shown. in the table on the previges page, 82% ol the total
recognised credit risk exposure is derived from loans and
advances to banks and customers (2007 60%); 14% represents
investments in debt securities (2007: 16%},

Management is confident in its ability to continue to control and

sustain minimal exposure of eredit rick to the Bark resulting from

both its tean and advances portfolio and debt securities based on

the following:

- 93%.of the loans and advances portfolio is categorised in.the
top twa grades of the internal rating system (2007: 78%);

- Mortgage loans, are backed by collateral;

- B0% of the lpans and advances portfotio are considered-to be
neither gast due nior impaired {2007: 80%);
97% of all debt securities, which the bank has invested in,-are
Issued by the Central Bank of Kenya,

fwi) Vaiuation of collateral
The Bankhasapanel of valuzrswho undertake valuation of property
and other assets to be used as collateral. The valuers in the panel

Neither past due ner impaired
Pasr dur but nat impaired
Impaired

Gross

are qualified professional valuers with adequate experience in the
field of property and machinery valuation. All the valuers an the
panel provide the Bank with proflessional indemnity to cover the
Bank in case of negligence. The Bank ensures that all properlies
used as collateral are adequately insured during the term of the
loan. Valuation reporls on properties are valid for three years after
which the property and equipment is revalued.

- {vii) Credit quality

-the credit'qua]ity of financial assets is managed by the Group using
the-Group's internal credit rating system. The credil rating syslem

- utifises both guantitative and qualitative information i arriving

at the credit rating. Financial information is used and is key in
arriving at the credit rating of individuat borrowers. The gualitative
information used in generating the ¢redit rating includes quality
of management, account gperation and the industry in which the
customer operates. The key consideralion ithough remains Lhe
ability of the custumer Lo meet its financial obligation from its
cash flow. 1he table below summaries the credit quality in terms
of maturity.

2008 2007

Shs’ 000 Shs’ 000
36,555,481 13,045,630
§,370,660 2,653,825
2,965,525 1,746,532
45,891,766 17,446,387
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5. Financial risk management (continued)

Crodit related commitments (continued)

{viity Cotlatera! repossessed {ix} Concentration of credit risk ’
Assets repossessed during the year comprise saloon wehicles, Concentration of credit risk is managed by industry sector. An
prime movers and trailers, which had been financed by the Bank analysis of concentration of credit risk as at the reporting date is

to dispose of rebos,sessed properties on the open market, at
fair market value. The proceeds are used to reduce or repay
" the outstanding claim.  In general, the Bank dees not occupy

i
|
! under Vehicle and Asset Finance (VAF). It is the Bank's policy shown below: 1
|
|
“
repossessed properties for business use.

2008 _ 2007

. S.hs mm . . % Shs ‘000 %

Agricuiture 7.183,736 6% 1,022,340 6%
fanufacturing 6,359,456 14% 2,040,659 17%
Wholesale and retail trade 85,232 0% 2.263,174 13%
Transport and communication 7,342,940 16% 3,144,504 18%
Real estate and other related sarvices 7,784,581 6% 284,146 2%
Sotial community and personal services 9,801,592 21% 315636 2%
Electricity and water 1,839,510 4% 15,893 0%
Business services . 9,323,793 20% 4004125 23%
Other 1,090,545 2% 3,426,890 20%
Total 45,801,765 100% 17,446,387 100%

S
Credit risk management - Insurance division lizble for the payment ta the policyholder. The creditwarthiness

of reinsurers is nsidered on an annual basis by reviewing
their financial strength prior to finalisation of any contract, The
exposure 1o individual counter parties is also imanaged by other
mechaniams, such a5 the right of offset whera counter-parties
are both debtors and creditors of the Group. Management
informatton reporred to the Group includes details of provisions
far impairment cn loans and receivables and subsequent write-
offs. Internal audit makes regular reviews to assess the degree aof
compliance with the Group’s procedures on cradit, Exposures to
individual policyholders and groups of pelicyhoiders are collected
within the ongoing monitoring ot the controls asscciated with
reégulatory solvency.

The Group has cxposure to credit risk, which is the risk that a
counter-party will be unable ta pay amourits in full when due. Key
areas where the company is exposed fo credit risk are!

. Insurance receivables;
. Reinsurance receivables; and
. Reinsurers’ share of insurance liabilities.

Other areas where credit risk arises include cash at bank,
corporate bonds and deposits with banks and other receivables.
The company has no significant concentrations of ¢redit risk. The
Croup structures the levels of credit risk it accepts by placing limits .
on its exposure to a single counter party, of groups of courter- VWhere there exists significanl expusure Lo indwidual palicyholders . J
parties, and to geographical and industry segments, Such risks are or homogenous groups of policyholders, a financial analysis )
subject to an annual or more freguent review, Limits on the level

o A equivalenl to Lhat conducted far reinsurcrs is carried out by the
of credit risk by category and lerritory are approved quartery by Groups undenwriting department
the Board ul Directors.

’ _ ) ) ‘ The amount that best represents the insurance companies’ e
Reinsurance is used to manage insurance “5?- Th‘? does not, maximurit expasure to credit risk at 31 December 2008 is made A
however, discharge the Group's lability as primary insuver. If a up as follows:

reinsurer falls to pay a claim for any reason, the Group remains
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Reinsurance recoivabiles 102,167 161,704
Insurarce recefvables TEE BGE 796,906
Reinsurers’ share notified claims 1,266,935 1,281,828
Govarnment securities held-to-matusiny 2,931,367 2,90/,361
Goverpment sec;Jrities available-far-rale 2,438,859 2,158,385
Depasits with Hinancial iosti ulians 1,002 757 B168.342
Corperate bonds 420,681 407,305
Commuereial paper 9!,)}’80 155,934
Martgage loans 1,517,880 1,486,007
Gther receivables 224,245 269,025
Cash at bark 519,377 398,046
Investment in the Kerya hMotar insurance Pool 2,541 29,698

Total 11,275,497 10,881,545

All mortgage loans have the property secured as collateral while policy Ioans have the cash value of the policy secured as collateral.
&l receivabies that are neither past due or impaired are within their apmroved cradit limits, and no receivables have had their termis
renegotiated.

None of the above assets arc past due or impaired except far insurance receivables {which are due upon invaicing)

Insurance receivables are summarised as follows:

2008 2007
Shs ‘000 Shs QO
Neither past due nor impaired 265,408 388,207
Past dug but nat impzired 491,450 408,694
[mpaired 146,579 85,124
Gross 803,437 886,030
Less: sllowance for impairment (146,579 (89,124]
Net 756,858 796,906
2008 . 2007
Shs 000 Shs ‘000

Past duse but not impaired:
by up ta 30 days . 73,7083 87,129
- by 31 10 80 days 41,448 38,767
- by 61 ta 150 days 75,474 197,747
-ty 151 to 360 days 300,525 35,536
Totad past due but not impaired . 491,450 408,699

Al receivables past due by more than 360 days are considered Eo be impaired, and are carried at their estimated recoverable value,



5. Financial risk management (continued)

€} Market risk management

The Group takes en exposure to markel risks, which is the risk
that the fair value ar future cash Mows of a financial instrument
will fluctuate because of changes in market prices. Market risks
arise from open positions in interest rate, currency and equity
products, all of which are exposed to general and speuific market
movernents and changes in the level of valatility of markel rales
or prices such as interest rates, credit spreads, foreign exchange
rates and equity prices.

The Board of Direclors at each subsidiary have the responsibility
of cffectively managing the market risk, in compliance with the
Group’s market, risk framework. Further details per main operating
divisions are disclosed separately in this section.

Market risk management - Banking division

Aarkel risk measurement technigues:

As parl of the manggement of market risk, the Bank's major
measurement Lechnigue is value at sk,

Tive Bank applies “value at sk’ methodology (YAR] to its trading
and non-trading portlulios, to estimate the market risk of pesitions
held and the maximum losses cxpected, based upon a number of
assumptions for various changes in market condilions. The ALCO
sete limits an the value of risk that may be acceptable for the
Bank, which are manitored on a daily basis by the Head of Risk.

VAR 5 a statistically based estimate of the potential loss on the
current porifolio from adverse market movements. It expresses
the ‘maximum’ amaunt the Bank might lose, but only to a certain
level of confidance (98%). There is therefore a specified statistical

probability (2%) that actuzl loss could be greater than the VAR
estimate,

The use of this approach does not prevent losses gutside of these
limits in the event of more sigrificant market movements.

As VAR constitutes an integral part of the Bank's market risk
control regime, VAR limits are astablished by the Board annually
for all trading non-trading portfolios. Actual exposure against

limits, together with a Bank-wide VAR, is reviewed daily by the .

Bank’s Treasury.

(i} Foreign exchange risk

The quality of the VAR model is contineousty monitored by
back-lesting the VAR rasults for trading books. All back-testing
exceptions and any exceptional revenues on the profit side of the
WAR distribetion are investigated,

The Bank takes on exposure {o the effects of Huctuations in the
prevailing foreign currency exchange rates on its financial position
and cash flows. The Asset and Liabilily Committee sets limits on
the level of exposure by currency and in total for beth overnight
and intra-day positions, which are monitored daily.

The table below indicates the extent to which the Bank was
exposed to currency risk as at 31 December on its monetary
assets and liabilities denominated in foreign currency. The table
shows the sensitivity amalysis for each currency to which the Bank
has significant exposure and the effect of the change in exchange
rate on profit and loss.

Increase in Effect on profit  Effect on profit

Cyrrency currency rate in % before tax
2008 2008 2008
Shs 000 Shs ‘000
LISD 23 582,031 111,422
GEP 10 L3en 7,228
EUR sl 10,301 7,210
Others 13 (3,575) {2,503
Decrease in Effect on profit  Effect on profit
Cyrrency currency rate in% . bgforg tax after tax
f 2008 2008 2008
Shs ‘000 Shs ‘000
UsD 23 (597,031} [414,422)
GRp 10 {10,325 (7,228}
EUR 20 (10,307) {7.210}
Others 13 3,573 2,502

after tax

Increase In currency Effact on profit Effect
rate it %% before Tax on profit after tax

2007 o ?_;Oﬂ? . 2007

Shs Q00 Shs ‘000

5 (27.075) 18.952)

5 (894) (696)

E 5,514 3,880

E 6,634 4,644

Decrease in cumrency Effect on profit Effect on profit
rate in % before Tax after £ax

2007 2007 2007

Shs 000 Shs ‘00D

5 27,075 18,952

5 !’;194 596

5 (5.514) (3.860)

5 (6,634} {4,644}
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5. Financial risk management (continued)

(i) Interest rate risk

The Bank takes on axposure ta the effects of fluctuations in the prevailing levels of market interest rates on both its fair value and cash flow
risks. Intemst marging may increase as a result of such changes but may reduce or create losses in the event that unexpetted movements
arise. The Asset and Liability Committee (ALCO) sets limits on tha level of mis-match of interest rate repricing that may be undertaken,
which is menitorad daily.

Furthermnre the ALCO monitors the sensitivity of net interest income fo changos in interest rates. Limits are st and mopitored monthly

Cummency | Incrosss i basi pois | Sensitvty of met interet incom |
- 2008 2007

| T oo
She 200 1.4,?00
Orthegers 5 7B

Market risk management - Insurance division

(i) Foreign cxchange risk

The Group invests offshore and underatites some policies
contracted in US dollars. This exposes the Group to forsign
exchange risk arising from various currency exposures, primarily
with respect to the US dollar. Foreign exchange risk arises from
future commercial transactions, recognised assels and habilities
angd net investments in foréign currencies

The Group manages fureign exchange risk arising from future
commercial transactions and recognised assels and liabifities
using forward contracts, but has not designated any derivative
inStruments as hadging instruments.

At 31 December 2008, if the Shilling had weakened /strengthened
by 5% against the USs dallar with all other variables held constant,
the insurance companies” post tax profit for the yvear would have
been Shs 7,569,214 (2007; shs 13,000,000) higher/lower,
mainly as a result of US dollar investments and bank batances.

(i) Price risk

The Group is 2xpoted to eguity securifies price risk because of
investments in quoted classified as availabie-for-sale. To manage
its price nisk arising from investments in equity and debt securities,
the Group divarsifies its portfolio. Oiversification of the partfalia is
done in accardance with fimils set by the Group and the Insurance
Act. All guoted shares held by Lhe insurance companies are traded
on Lhe Nairghi Stock Exchange [NSE) or the Dar es Salaam Stack
Exchange {DSEL

At 31 December 2008, if the NSE Index had increased /decreased
by 5% with all uther variables held gonstant and all the Group’s
equity instruments meved according to the histovical corvelation
o the index, equity would have been Shs 86,091,517 {2007: Shs
78,696,000 higher/lower,

e
2008 2007
o Shs 000
200 18,192
e (17,2403

(i) Cash flow and fair vaiue interest rate risi

Fixed interest rate financial instrumets expase the Group Ea fair
value interest rate risk. Variable interest rate financial instruments
expose the Group ta cash flow interest rate risk. The Group's fixed
interest rate financial instruments are government securities and
deposite with financial inslitutions. The Group’s vanable interast
rate financial instruments are quated corparate bonds.

Molimits are placed on the ralio of variable rate financial instruments
to fixed rate finznoal insiruments. The Gropp manages its cash
flow interest rate risk by diversification of its portfolio mix, The
sensitivity analysis for interest rate risk illustrates how changes
it the fair value or future cash flows of a financial instrument
will fluctuate because of changes in market intergst rates at the
reporiing dale.

For ligbilities under long-term insurance contracts with fixed
and guaranteed terms, changes in interest rate will not cause a
change to the amaunt of the liability, urdess the change is severe
enough to trigaer 3 lability adequacy test adiustment. The level
of the reduction of the Jevel of interest rate that will trigger an
adjusiment is an interest rate of 1 % (2007 1 %). Investment
contracts with fixed and quaranteed terems, gavernment securities
amd deposits withh financial imstitutions teld- to-maturity dre
accounted for at amartised cost and their carrying amounts are

not sensitive to changas in the level of interast rates.

d) Liquidity risk management

Ligeidity risk is the risk that the Group and/or its subsidiaries are
unable and orwill encounter difficulty In meeting obligations from
financiat lighilities {meet its payment obligations associated with
its financta! liabilities) when they fall due, The consequence may
be the failure to meet obligations to repay depositors, supplier
commitments and fulfil commitmenls to lend. The Board of
Directors at each operating entity (subsidiaries? are respansible
for the management of liguidity risk within the business units in
compliance with the Group risk framewark,
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Liquidity risk management -

Company
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A surimary of liquidity risk showing ratching of financial assels and fiabifities at CfC Slanbic Holdings Limited {Company only} is shown in

the follawing table.

Casti und bank balances

Qther assets

Balances due fram Grawp companfes
Total assets

Boyrowinns

fHher liabilities

Balzices duc Lo Group companies
Total Habilities

Net liquidity gap

Cash and bank balances
Grivernmertt s&cLiities

Loans ta banks

Loans to cuttomers

Other zssets

Balances due from group companies

Total assets

Customer deposits

[je;meits and Balances fram banks
Borrowings

Baiance due to group ompanies
Other lishilities

Total liabilities

Net liquidity gap

2008 2008 2008
Upto1

month 1 -6 Months 6 - 12 Months Tatal

5hs'000 Shs'000 Shs"000 Shs'000

14,828 - - 14,828

37,453 - - 37,459

- 888,406 288,406

52,287 - 888,406 940,693

- - 00,000 700,000

34,577 - - 34577

- - 751,000 251,090

34,577 - 951,090 985,667

(17,710) - (62,684) {44,974)

2007 2007 2007 2007 2007

Upto T manth 1 -6 Months 6 - T2 Months T - & Years Over 5 Years Total

" Shs'000 shs'000 Shs'000 Shs'0D0 Shs'000 Shs'B00

1,537,965 210727 25070 3,700 - 1,777,462

954,950 410,700 145,100 1,517,700 1,702,350 4,760,800

1,307 455 152,852 - : ' - 1,460,307
6,072,850 1.731.720 597,481 7,754,722 145,747 i6,7002,520-.

- 481,715 485,419 391 889 - 7.362,023

- 231,595 - - 237,595

4,903,220 3,219,309 1,653,070 9,671,011 1,848,097 25,294,707

17,075,061 3,294,?02 391,475 57,853 - 20,819,591

1,730,388 242,587 i - - 1,872,975

- - - 401,000 400,000 800,000

2,081 - - - - 2,081

130.367 916,235 2,608 385 - 1,049,596

14,937,897 4,453,524 ) 394,584 458 238 400,000 74,644,243

(6,034,677) (1,234,215} 1,258,486 5,212,773 1,650,464

1,248,097
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5. Financial risk management (continued)

Liguidity risk management — Banking division

The Bani is exposed o daity calls o its availabie cash rescurces
from ovesright deposits, current accounts, maluring deposits, 2nd
calls or cash settled congingentigs. |he Bank does not maintain
cast resources 1o meel all of these needs as axparence shows
thet a minimurn leve! of reinvestment of maturing foncs can be
predicled with ¢ high ievel of certainty,

The Assel and Liabikty Conmitize sets limits on the minimum
oruporlion of maturing funds available 1o meet such calis and on
the mirimum levei of irterbank 2nd other horrowing facilities
that should be in place Lo cover withdrawals at unexpecied levels
of demand.

Ihe Bank's liguidily management process, as carried out wittin
the Bank and manilored by a separate team in Treasusy, cludes;

- Day-ta-day funding, managed by monitoring future cash
flows o ensure that requirements can be met. These indude
renlenishment of funds as they mature o~ are borrowed by
Customers:

. Maintaining a gortfolio of highly marketable ussels Liat can
easily be liquidated as prozeciion ageinsi atmy unforeseen
interruption to cash fiow; Moniloring balance sheet liquidity
ratios zgainst intemel and regulalusy requirements, and
managing the cencentiel:on und profile of debt maturities;

«  Manitoring and reportiag take the form of <ash flow
measurement and projéctions for the next day, week and
mmonth, as thesa are key pericds for liguidity management
The starting point for these projections is an analysis aof
the contraccual maturily of the fnanciai fiabilities ané the
expecled collection date of the fnancial asserts;

- Treasury aiso manitors unmatched meaium-tarm assets, the
tevel and type of undrawn lending commitments, the vsage
of overdrafl Tacilities and the impact of contingent lfabilities
such as standby letters of credit and guarantees.

The lable beiow presents the cash flows payable by the Bank
unde;r financia? lisbilities by remaining contractual maturities at
tha balance sheet date. The amaunts disclosed in the table are the
contractual undiscounted cash flows, whereas the Bank manages
the inherent liquidity risk based on expected undiscounted cash

inflows.

Assels available to meet all of the liabilities and to cover outstanding
Iman cammitments include cash, central bank balances, kemsinthe
course of collection; icans and advances to banks; and loans and
advances to customers. In adddition, debt securities and treasury
and other hills have been pledged to secure liabilities, The Bank
would also be able to meet unexpected net cash outfows by
seiling securities and accessing additional funding sources such as
asset-backed markets,

The table below presents the cash fows receivable and payable by the bank under financial assets and liabilities by remaining contractual

mattritias at the balance skeet date.

2008 2008 2008 2008 2008
Up to 1 month 1 -6 Months 6 - 12 Months 1-5% Years Owver 5 Years Total
Shs'000 Shs' 000 Shs'000 Shs'0OD0 Shs'000 Shs'D00
Financial assets
Czsk and balances with Centrzi Bank 2063 842 - - - 2,539,847 4,603, 689
Governiment securities 02,456 1,037,873 2,017,940 8,753,042 3118917 15,050,328
Loans ang advances 10 banks 17,853,466 2,473,023 231,724 - - 20,458,383
Loans and advances 2a qustomars 14,634,870 2,691,001 3,702,138 24,332.514 0,400,663 E0BR3 126
24,656,674 6,121,997 5,951,872 28,085,556 15,149,427 90,965,526
Financial liabilities
Centractual arounts payvable on
derivatives 4,246,637 - - - 4,248,637
Deposits from baries 7YY E 304,883 - 5.00¢ - 11,100,601
Deposits from cusomers 57,712,123 3,968,813 340,268 90 - 652,022,194
Subnsdinaied baneds 16,686 42,403 62,084 1,877,251 - 2,107,429
Other Lizbilities 2,115,242 - - - - 2,115,242
Total recognised financial
instruments 74,654,406 4,316,195 402,357 1,583,141 - 81,586,103
Net figuidity gap (40,227.732) 1,805,796 5.549.5t5 27,102,415 15,149,427 9,379,423
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Liquidity risk management — Banking division (continued}

Liquidity risk management ~ Insurance division
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2007 2007 2007 2007 2007
Upta I month  1-6Months 6 -12 Months 1-5 Years Cver 5 Years Total
shs"0Q0 Shs 000 5hs’000 Shs'000 Shs"000 Shs’000 J
A3ZSETS
Cask anc balances with Central
Rank o Kenye 1,037,965 2i0,727 25,070 3,700 T AR M
Governmert securities 384,950 £, 70l 145 100 1,517,700 1,702,230 4,760,800
Loans and advances to banks 5,307,455 152,852 - - - 1,260,307
Loans and advanzes m castemess E,N72 850 1,731,720 497 431 7782722 145,747 5,702,520
Other assats " 481,715 A8h, 114 39<.889 1,362,023
Balznces due from group comganies - 231,585 - - 237,595
Total assets 5,903,219 3,218,309 1,653,071 9,671,011 1,548,097 26,294,707
LIABILITIES
Custorer ceposits 17,075,061 3,294,702 291,975 47,843 - 70815591
Deposizs onc balances fror hanks 1,730,388 240,567 - - - 1,972,875
Flauling irleres sele s - - 400,000 400,000 200,000
Balarcs due to croup comparies 2,087 - - - - 2,081
Other itabilities 130,367 916,235 2,609 335 - 1,045 596
Total liabilities 18,937,897 4,453,524 394,524 458,238 400,000 24,644,243
Net liquidity gap (9.034,678) (1,234,215) 1,258,437 9,212,773 1,448,057 1,650,464

Linuigsty sk is the sk Lhal the Growp is unable o meal ils peymenl obiigations associated with its financizl liabilities as they fa!l due and
ta replace funds when they are withdrawn.

Tie table below presents the cash flows recetvable and pavable by the insurence companies under financial assets and liabifities by remaining

matirities at the balance sheet date.

1-3months 3 -12 Months 1 -5 Years Qver 5 Years Total
Shs'000 Shs'000 Shs'000 Shs'Q00 Shs'0a0

As at 31 December 2008 |
Liabilitiss i
Insarance canlracl fishilides 221147 1.606R,494 488,349 £,432 258 4,648,208 1
Pavabie under depesit administration contracts 184,917 683,362 3,215,827 2,142, 36% b,230,5/1 ‘
Qutstend’ng claims 145,291 - - - 143,491 |
Creditors arising from reinsurarce arrangements 31,705 3,378,232 - - 3,348,837 E
Danr aayablos 743,749 1,838 4,173 a0& 780,75 [
Tetal financial liabilities 1,328,962 5,511,276 3,708,449 4,575,528 15,124,922
As at 21 December 2007
Insuerznce contract iaqilities 086,20 2730887 T.6/4,403 T.331,06% b, 218 6450 f
Payabie uncar depasit administrasion cantracts B6R. 525 528,377 1.677,%78 G73.087 3, 747207
Creditors arising from -einsurance ariangerrents - 73,564 137,797 - 61,367 i
Other pavakies 155582 435,413 1,728 03l 613,454 i
Tatal financial Hahilities 2,110,299 3,168,247 3,687,506 2,004,786 10,970,832 i
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5. Financial risk management (continued)

Liquidity risk management — Insurance division {continued}

Long-lerm insurance and depesit adminisiration coatrects ¢at he
surrerdersd before maturity for & cash surrerder value specifled
in the contractual terms ard condilions. Prudent ligquidity risk
manzgement includes maintaining sufficient cash halances to
caver anticipated surrenders hefore the contraciuzl malunly
dates. i addition, “he company invests only 2 limited proportion
ol its assets iv investments thal arc not actively traded. The
cenpanies’ listed securities are considerad readily realiseble, as
they are aciivaly tradec on the Nzirabi Stock Cxchange and the
Dar es 3alaam 510ck Exchange.

€} Management of insurance and financial risk for Insurance
division

General and Life Insurance divisions

Tie Group's activities expase % 1o 2 variety of risks, including
insurance Tisk, inancial risk, credit risk, and the cffects of changes
in dedt and cquity market prices, foreign cusrency exchange
rates and interest rates. Tha company’s overall risk management
progremme [ocuses o the identification and manzgement of risks
and seeks 1o minimizes notentizl adverse offects on its finangial
perfurmance, by use of underwriting yuide lines and capacizy [imits,
reinsurance planning, credit policy coverning the acceptance ot
clients, ond definad criteria for the approval of intermediaries and
reinsurers. [nvastment policies are i place which help manage
liquidity, and seek to maximize saturn within arn acceptable level
af interact rate risk,

This section summarisces the way the Group manages key msurance
spacific risks;

Insurance risk

The risk under any one insurance contract is the possibiiity that
the insured event acours and the uncertainty of Lhe amount of the
rasulting claim. By the very nature of an insurance contract, this
visk is random and therefare unpredictable.

For a portfelio of insurance wntracts where the theory of
probahility is applied te pricing end provisioning, the prircipal risk
lhat the campany faces urder ils insurance contracts is that the
actual ciaims end benefit payrments excead the carrying amount uf
the insurance fiaghilities, Thes could cocur because the Mregquency
or severity of claims and benefits are greater than estimated.
Insirance events are randorm and the actua: number and amourt
of claims and benefits will vary from vear tc year from the lovel
established using statisiical techniGues.

Experience shows that the larger the portfolio of similar insurance
contracts, the smaller the jelative variability aboul the cxpected
auteame will be, Inaddision, a more diversified portfaliois ss likaly
to be affected across the board by a change in eny subset of the
portfalio. The company has deveicped its insurance undenariting
strategy to dive raify the type of insurance risks accepted and within
each of Lhese categaries ta achieva a sulficiently large populaticn
o risks Lo rechure the varigbility of the exproctec oiteome. Fatrors
Lhat agoravate insarance risk inciude lack of risk diversification in
terms of type and amount of risk, geographical location and type
ol imclostry covered.

The following tables disclose the concentration of insurance
lighilities by the class of busiress in which the contract holder
aperates and By the maximum insured loss limit included in the
ferms of the policy. The amaunts are the carrying amounts uf the
insurance liabifities (gross and net of re-insurance) arising from
insuvance contracls,
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5. Financial risk management (continued)

¢) Management of insurance and financial risk for Insurance division {continued)

Shs Om =15m Shs T5m —250m 5hs 250m -1,000m Total

General insurance business Shs'00Q Shs'0DO Shs'000 Shs'000

Gruns 11,207,854 27,0004 584 - 37,320,440
Persenai accidens

et T6.B74.814 20,067,815 - 378424835

Grass 20,634,951 8,90%,775 - A7.540,226
trrar

Nel 13,433,537 2,839,548 - 22,373,712

Graws 35,049,344 Hb,BT0,184 52,075,600 132,995,547
Firg .

Net 34,085,971 28,584,965 10,271,842 B2,912.% /%

Gross 12,706,285 0,823,652 T21,833,838 144,462,775
Cloer

Net 4,331,707 8,584,729 433,662 17,749,599
Life assurance business

[3rmss 24,337,606 1,487,793 - 25,504,67¢
Orcinzry ife

Met 13,618,657 1,393,193 - 15,07 1,544

Gross 14,000,220 15,671,004 - 33,672,430
Geoun life

Nel 2,011,326 17,620 531 - 14,431,857

Gross 117,538,846 . 145,935,804 213,909,447 477,784,097
Total

Net 95,255,542 89,490,785 11,105,506 195,851,833

5hs Om =15m Shs 15m - 250m Shs 250m ~1,000m Total
Generzl insurance business Shs'000 Shs'000 Shs'D00 Shs'000
i

Gross 28,359,155 14,737,878 15,926,310 RE,463,704
Personai accident

niat 24,775 R35 13,833,677 15,926,371 51,585,943

Gross 17,700,776 A.A56,283 3,260,174 25.417,244
Miotor

et 17,473,340 1,235,906 1,484,877 19,944,123

arnss £272.032 39,273,308 352,121,322 395,RAA,454
Fere: )

nigt 4,207,803 2€,261,988 BAGE 252 34,878,634

Gross 7,627,003 19,930,044 147,229,288 TBETRE,897
Cither

Met 6,630,085 8,415,068 8,758,810 22,804,863
Life assurance businass

Gross 78,093,806 954,845 - 16,048,551
Ordinary life

Net 16,036,783 726,261 - TE, 763,044

Grass 30,190,679 4,098,103 - 34,788,782
Gareaapy lite

Met 31,102,867 121,442 - 11,294,309

Gross 106,284,301 83,350,460 512,536,965 7602.171,726
Total

Net 77,627,473 50,664,543 34,378,950 162,670,966

The concentration by seclor or maximum insured loss 2t the end of the year is broadly consistent with the ariar yvear.

= T Tt L S N (| |
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6. Interest income

Interest on |2ans and udvances end short-term funds
Lavernment securitios- held- to-matuity
Governmernt seryrities- available-for-zale
Plarements gad other bank talances

Other

7. Interest expense

Curreit aooounts
Lavings and deposit accounts
Ueposits and placements fram ather banks

Other interesi-heanng labilities

8. Fee and commission revenue

Azeount transactian fees
¥niwiedge-based fees and commission
Elactronic banking fees

Foreign cerency service fees
Documentation aod administration fees
Insurance — fees and commissions

Trust and wwset management fees

(rther

9. Fee and commission expense

Card hased commission
Krowledyge based fees and commissian

Other bank - related fees and commission

2008

Shs'000
4,601,8/8
239,635
833,669
32,079
97512
5,804,824

2002
Shs'000
181,410

1,508,582
214,398
52,903
2,087,294

2008

Shs'000
2844 432
33,3749
59,055
21,534
426,431
123,687
34,172
187 382

1,590,074

Shs' 000
11,786
5,854
4,304
27,026

2008

Group
2007
Shs'000
2,044,574
327,580
779,717
124,086
318,346
3,599,308

Group
"2.007
Shs'000
63,845
au1,421
120,818
254923
1,331,113

S Grounp

2007
Shs'000
248, 74

16,834
29,783
10,860
715,062
2,375
14,234
35,546
897,442

Group

2007
5hs"000
2,666
11,357

14,063



10. Trading revenue

12. Insurance underwriting income

(argsh (s

Tlzin Lo

Less: Ramoysgon i onm re nsurarcs

ket clais

Net premiums less ¢laims

13. Credit impairment charges

Mel erecir moysimments reised fo- lpans ard acwenges

Brrouzries on 10ans and govances pevinnsly weitha off

Lomprising:

33670 errtiag loans

bealomaci imoirien o

IR

L1
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Group

2008 2007
Shs'DOD She'000
677.223 330,700
=R 28 A2
0,035 75 50

B14,067 540,481
Group

2008 2007
Shs'D0G Shs'000
16,196 94,204
Group

2008 2007
Shs'aao Shs'000

ERESE R

3,196,998
ER-TYNE 3,440,253
(205252 ORI

2447 445

1,152,597 856,516
Group

2008 2007

Shs'GOQ Shs'000Q

105200 224172

[N erls)] (E,0093

859,953 318,703

837,267 295,38k

T ;L /‘Qﬁ;w i 307,595
(3820000 15,000

o ) '?38-) SIS
258,050 318,103

e | ||
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Motes {continued)

14. Staff costs

L

zaries ard elleevernzes
Retiremeri benefis costs
et hunal decsiy o

[T R
[ER AR R St

15. Other operating expenses

Smorsatiot - mizng ole assels

rrort szticr of prepaid ape -t ng lease renfzis
Fremises

Ol gxpenses

16. Current income tax

Carrert e oome bax

codincoenn ox uln F00

- orgwisicn arior year

Recoriciliation of income tax expensc to expected tax based
on accounting profit:

i

Mol oetore income 15K

o

Tax a7 statutory tax rete of 300 {2007 - 20%;
Tauw 2o on:
Income man suijeooed e i

Sapenss s nar dedeonbie far i durposes

U5 Y 3BT GVEINITOVISiaR
Ctiner ilems resulftisg in ircreased w3x

Income tax expense

2008
Shs’C00O

1EB008D

1,819 5628

2008
Shs'000

202,477
3,400
81,238

2,164,157

2,906,098

2008

Shs'000

634,062

2008
5hs'000

MEFPRELTS

384,707

n1.4%7)

EER LI

475,763

Group
2007

5hs’G00

Group
2007
Shs'000

oo
3.FES

340
£3,73"
1.£472.394

1,836,488

Group
2007

Shs'000

428,202

Group

2007
Shs'000

1,352,978

403,878

LB, Rl

a8, En
2,030
2,875

428,202
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17. Earnings per share (Group)

Earnings per share are calculated by dividing the net profit sttributable to shareholders by the weighted average number of ardinary
shares in issue during the year.

Group
2008 2007
Shs'C00 Shs'Q00
Earnings
Earnings for the purposes of basic earnings per share (Shs' 000) TE2,178 763,532
Number of shares
Weighted average numbar of erdinary shares for the purpese of
basic earnings per share (in thousands} 224,649 156,000
Earnings per share (Shs)
Basic and diluted 3.35 4.94

The calguialion of basic and diiuted earnirgs per share is based on continuing operations attributable o the ordinary equity of the parent
entity. There were no discantinued aperations during the year

Basic earnings per share is the same as the diluted earnings per share.

18. Dividends

Prapesed dividends are not accourted for untill they have been ratified at the Annudl General Meeling. No linat dividend is to be declared
tor 2008 financial year.

Group
so08 . PR 2‘.].0.?
Shs'000 Shs'000

The mavement o unclaimed dividends iy a4 dollows:
AL Laenary ) 9,905 33,050
Finat dividend declared (2007) 78,000 -
Interim dividend 78,0048 218,400
l Divicand paid - {165,%09] (291,541}
. At 31 December - 9,903

Payments of dividends to mamhbers with shareholding below 12.5% is subject 1o withholding tax at a rate of 5% for residents and 10% for
non-residents.

19. Cash and balances with Central Bank of Kenya

| : _ A © . Group ‘ - Company
L e e e e 200k | 2007 soa ZOD.T
Shs'00D0 Shs'000 . Shs'000 . shs'000

Cash and bank balances 3,305,414 532,303 14,828 338,138

Balances with Conlral Bark of Keoya 2,984,113 1,438,324 - 1,435,324

Zash retio requirement 7,939,044 1,322,777 - 1,322,777

fither 445,348 116,547 . 116,547

6,289,827 1,871,627 14,828 1,777,462

The cash ratio balance is non-inzerest earning and is based un Lhe value ul deposits as adjusted by the Central Bank of Kenya reguiremerits.
These funds are not available Lu finance the Group's day to day operatians.
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HNotes {continued)

20. Pledged assets
e e . | Srom
2003 2007
Shs'000 Shs'000

Securities pledoed as collateral

Debt securities - pledge a< collateral 2,355,000

Dated pledged assets had & redemptinn value 2t 3t Decomber 2008 of Shs 2,295,000 (2007: nil) for the Group.

The assets pledged by the Group are strictly for the parpose of providing collateral fur counter party. To the extent that the counter-party
iv permitted to seil and/or re-pledge the assets, they are classified o the balence sheel as pladged assets,

These transactions are conducted under terms that are usual and customary to security lending, security borrowings @nd lending activities.

21. Financial investments - trading assets

Group ' Company
7 2063 o 2007 2008 2007
Shs'00H) Shs'000 Shs*000 Shs'000
Medd lur Lrading
Jebt securities - listec maturag elLer 90
davs of dete of acguisition 2548 214 556,013 - -

Maturities
The malusities represent periods to contractual redempiion of trading assels recorded. Dated trading assets nad a redemption vaiue ar 31

December 2008 of Shs 2,573,827,504 {2007: Shs 586,073,000).

Group : Company

2008 2007 - 2003 . 2007

Shy'O00 $hs'000 $hs'000 5hs'000

Mazuring after &€ months bt within 12 fz3,914 - - -
manths

Mataring after 12 mieatln . 1,704,704 586,013 - -

Total 2,548,214 586,013 - -

Trading assets are debt securities issued by the Central Bank of Kenya on behelf ol lhie Gueernment of Kenya, The weighted average
elfeclive inlerest vield on debt securities he'd for trading at 31 Cecember 2008 was 7.7 3% (2007 12.5%)
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P54

Motes {tontinused)

22. Financial investments — Available-for-sale

_ Group
- i ] B ) ) 2008 o - 2007
Shs00H0) shs'000

Classification
Listed 14,698,520 12,793,406
Unlisted 552,360 285,076
15,250,880 12,578,576

Coamprising:

Covarnment securities 11,690,235 9,827,545
Corparate bonds 190,849 20,000
Lisled ecaities 3,075,421 2,465,061
Unlisted equitics 284,315 255,070

15,250,280 12,578,576

The weighted average effective interest yield on available-for-sale investment securitics at 31 December 2008 was 1034% (2007
5.94%)

Maturity analysis
The maturilies reprasent periods 1o contracluai redemption of the investment securities recorded.

! Group
.2.01.3.8 2007
Shs'000 5hs'000
Redeamable e clemand 440,887 -
Maturing within 1 suunth 25175 b, 240,543
Maturing aftes 1 month bul wathin G montks 789,007 1,066,439
Maturing after § moenths but within 12 months 734,240 222 4448
Mazurirg after 12 monlis 7.088,159 3,297,674
Undatec secorties 6,163,612 2,751,020
15,250,880 12,578,576

Company

The comgany hived down the available-for-sale investments to CFC Stanbic Bank Limitad upon merger {2007: Shs 4,760,800,000) and
had no financial investments at 37 December 7008, The financial investrents for the company at 31 Decembrer 2007 were made up as

follows:
!I Comparry
shs'000 Shs'000
Treasury bills and honds:
Maturig wilhin 3 months - 1,165,650
Maturing after 1 manth bt within & monthis - 3,595,150

- 4,760,800
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Motes {continued)

23. Loans and advances

The Group extends advances to the personal, commercial and corporate sectors as well as ta the public sector. Advances made to individuals
are mostly in the form of mortgages, installment credit, overdrafts and credit card borrawings. A significant portion of the Group’s advances
to commercial and corporate horrowers consist of advances made to companies engaged in manufacturing, finance and service industries.

Group Company

2008 2007 2008 2007
Shs'000 $hs'000 Shs'000Q Shs'000
Balances with banks 20,548 781 2,224,000 - 1,691,902

The weighted average effective inlerest rale durtng the year Tor deposits due from banking institutions at 31 December 2008 was 2%
(2007 6%)

Group " Company

2008 2067 . . 20.08 2007

Sh='000 Shs'000 Shs'000 Shs'0h0

Gross laans and advances to custamers 45,348,531 17,446,387 - 17,446,387
Martgage lending £,435,984 196,943 - 196,543
Tarm lending 18,56G.502 5.019.757 - 2,019,737
Installment sale 8,834,604 5.89°,045 - 5,891,045
Cueidralls and eoher demand londing 17,176,447 0B.338 647 - 5,338,042
Credit impairment far Ipans and advances 1,687,226 743,867 - 743,867
Imgairments for non-performing loans 1,54%,7156 . 573,543 - 573,913
Imgairments for performing leans ~ 45,070 170224 - 170,324
Net Joans and advances 44,661,305 16,702,520 - 16,702,520

[he company hived down its Ipans and advances te CfC Szanbic Bark on merger as at T June 2008, As such other refated disciosuras on
loans and sdvances may not provide meaning ul comparatives.



Motes {continued)

23. Loans and advances {continued)

. Maturit analysfs

The maturity analysis is based on the remaining
period to contractual maturity from year-end.

Redeemable an cemand
Maturing withir 1 month
Waturing aflar 1 month but within & meaths

taturing after & manths butwithin 12 months

Waturing after 12 menths

Segmental analysis - ind_i.istt.'y”.

Agrculture

Bhanufacturing

Fieincity and water

Building =nd construction

WWheiesale, retail Iraca and restaurants
Teanspart and communication

Finance and Ssurance

Real estate and husinges service

Oiher aczivites anc social service

CFC Stanbic Holdiogs Limited (Farmerly CFC Bank Limited)
Annual Report and Finandial Statersents fur the year ended 31 December 2008

Group

2008 2007
Shs'G00 . SI.'|s'000
10,016,336 3,715,928
2,388,296 893,165
2,540,522 950,109
3,506,951 1,311,638
26,209,240 0,801,732
44,661,305 16,702 520

Group

2008 2007
Shs'000 Shs'000
6,414,688 1,022,340
5,325,265 2,340,655
1,462,389 45,853
704,61 -
642,063 22603174
6,171,642 3,140,504
1712816 .
6,162,127 4,291,271
16,045,640 2,992,679
44,661,305 16,702,520

The virighted average effective intercsl rale on tnans and advances to customers as a: 371 December 2008 was 7% (2007:13%).
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ces (continued)

e e AL

Portfolio impairment Total

Non- performing loans

Shs'Q00 5hs'000 Shs'000
ALY Januery 2008 373,544 170,324 743,860
Accaired from Stanbic at 1 June 20408 . 249,758 55,054 02317
amaunts written off during the vear s uncollectaiie (254,913 - (25459131
Amourts recovesed during the year [192.079% - {122,070}
Fropeision [ar foarss impsinaen: 1,128,337 {FF308) 1,052,029
Off market ioars impoirment 38,000 - 3,000
At 37 December 2008 1,541,156 146,070 1,687,226

Non- performing loans  Portfolio impairment Total
Shs'000 Shs'000 Shs'000
&t 1 lanuary 2007 276,558 143 807 425785
Provision for impairment [nans 202,545 21517 324132
Amounits vecoverad durng the year {6,009} - (6,009}
At 31 Becember 2007 573,544 170,324 743,868
Installwent finance
3rpss investmen: in instaitment fingnce 9,184,700 £,587.814
Receivable withir 1 year 2,383 432 521,345
Mecewable after 1 year bub within 5 years 6,445,698 £,380,40%
Later than 5 years 335570
I#nearnec finance charges deducted {A30.0%4) (AG6,7RY}
Net investment in installment finance 8,834,600 5,897,045

‘the company enters into finance leasing arrangements for certain plant, equipment and motor vehicles. The average term of finance leases
entered Into is between 2 and 3 years,

Un-guaranteed residual vaives of asseis under linasee lvases sre eslimaled al ail (2007 oil).

The interest rate inherent in the fease s varisbic al the contracl dale for the colire fease Lorm The weighled sverage interest rate o
finance lease recaivabde a2 31 December 2008 was 14% (2007: 14.20%)
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24. Other assets

2008 2007 2008 . 2007

Shs'ﬁﬂo . Shs'000 o Sh.s'DOEI Shs"000
Trading sellierment assety 26,057 - - -
{tems in transit 817,422 468,994 : 469,954
Insurance premium recaivables 711,237 852,162 - -
Due from reinsurers 114,612 104,518 - -
Reinsurance share of technical provision 1,242,141 1,301,195 - -
Trade receivablies and prepaymnents 285,770 1,018,064 . - 420 059
Giher 626,639 . 1,5?5,2.97. . . 3?;,4.59 . . - .4?1,.925.

3,823,885 3,322,235 37,459 1,362,021

25. Investment in subsidiaries and associates

2008 2007

- Shs"000 . . . o Shs"Q00

At 1 January - 172,11 108,885
Addilisns 7.930 31.302
Aequired oo merger 15,600 -
éhare of profit . . N . 71,165 37,524
Dividends (14,571} {4.3923]
Share of fair vaiue losses (14,945} (607)
M 31 December 238,770 . S 172191

Strateqis [nsurance Company (T} Limited and Alliance Insurance Company (T) Limited are associates of Heritage All Insurance Company
(T) Limited in which it owns 49% and 45% of the shares respectively. Investment in associates has been accounted for using the equiy
method of accounting.

The Group acquired a beneficial interest of 24.42% in Slanbic investment Managemenl Serices (East Africa) Limited in 2008, The
reporting dale of its financial slalemenls i= 37 December,

The surnmarnised finandiat informalion of the associates is as follows:

Total .asset_". Total liabilities Hevenue  Profit after tax % Interest held
5hs'000 5hs"000 Shs"000 Shs'009

Year caded 31 December 2008
Elanlie Inveshoent Martaéeménl Sernces (East Africa)
Limited 211,444 70,638 205,906 58,386 24%
Aliance Insurance Corparation Limited 1,118, 71 744028 . 6-:1?.,3.55. qR, 870 . 45%
Strateqis lnsurance {Tanzania) Limited 289,866 265,958 211,852 15,286 £9%
Year ended 31 December 2007
Alliance Insurance Corporation Limited 851,131 572,033 529,783 €7,192 45%

Stratrgis Imsuranee {Taneaoiag Lisiled 186,384 130,828 193,557 13,215 24%
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25. Investment in subsidiaries and associates (continued)

2008 2007

. .Shs'OGO Shs"000
Company . Beneficial awnership by Bank Country of Incorporation

CfC Stanbic Bank kimited 100% Kenya 14,129,114 B
LfC Stanbic Financial Services Limited 100% Kenya 00,530 100,530
The Heritage Insurance Company (K) Limited G4% Kenys 65,705 65,705

Azali Lienited . B4% Kenya -
The Heritayge Trsurance . Company {T) Limited 38% lanzania - -
* CFC | otdings Limited 100% Kenya 595,000 532,097

CfC Life Assurance- Limited . 1044 Kenya -
CFC Investments Limited T00% Krroya - -
14,890,349 698,332

26. Property and equipment

Land and premises  Equipment fumiture & fittings  Motor vehicles Total
Shs"000 Shs'000 5hs'000 Shs'000
Cast / valuation
At January 2008 854,686 1,297,361 115,414 2,267,461
Arquired fram SBK 17,5948 536,357 42,064 596,369
Additions 40 _ 541,194 14,476 556,210
Disprsals - {1,320) (7.387) {11,707}
Bevaletion 34,850 - - 34,330
Rerlassification 201,668 (138,458) - 162,210
Currency translation - 359 - [354)
At 37 December 2008 1,209,192 2,231,780 165,067 3,606,039
Depreciation
A1 lanuary 2008 1,954 713,115 57151 772,220
Acquired from SBK 9,311 295,533 10483 315,387
Charge for the vear . 9,173 193,328 27.650 230,151
Disposars - - (2,238) (5,9517) (8,249)
At 31 December 2008 20,498 1,194,678 89,332 1,309,509

Net book value at 31 December 2008 1,188,694 1,032,102 75,734 2,296,530
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Land and premises Equipment furniture & fittings Motor vehicles Tetal
Shs'000 Shs'DO0 Shs'000 Shs'00)
Cost/Valuation
ALY danuery 2007 H20.046 1,280,298 10%,158 2008502
Additiors - AEOTE 35,257 444,333
Dispusaly - (20,880 (29,841) (50,8213
Currency trsnsiation - {378 ) (238}
Revaiuztion T7, 2480 - - 77,290
Reglazsifization . 154,350 {365, 055; - {217%,605)
At 31 December 2007 854,686 1,247,361 115414 2,267,481
Pepreciation
AL T Jenuary 2007 5,97% 534,554 55,984 FA42537
Charge lor ihe year 7054 (05,044 23,207 135,505
Disposals - [26,274) (23,215} (49,590
Curremey sranslation - (118 (24) {1533
Revaluazion . (56,079} - - (55,075)
At 31 December 2007 1,954 713.115 57,151 ¥72.220
Net hook value at 21 December 2007 B32,732 584,246 58,263 1,49%241

fs at 31 December 2008 and 31 Lecember 2007, there were no items of property asd equipment piedged by the Group to secure
liatlities.

The carming valoe of fully depreciated propesty and cowpment that is siifi in use is Shs 549,990,060 (2007 - Shs 342,865,774), Such
assets would have attracted a notional depreciation of Shs 175,430,738 (2007 — Shis 80,405,920).

Buiidings were revalued as at 31 December 2007, by Tvsons Limited, independent vaiuars, an the hasis af the market value Ter existing
i3se. The book values of the properties were adjusred o the revaluations and the resultant surptus net of deferred Lax wes credited 1o the
ravalation surpius in shareholders equity. .

Land and premisas Equlpment furniture & fittings  Motor vehiclas Total

Shs'gno Shs0G0 Shs'000 Shs'000
Cost/valuation )
At 1 Jaruary 2008 375,800 433,102 38,932 1047034
. Hive dawn o SBK {375,000; (631,443 (24,432) (1,030,875}
At 31 Detember 2008 - 1,659 14,500 16,159 !
Depreciation
At 1 Jenuary 2028 - [422,010% (78,213) (438,228}
Charge for the year [2.735) 123,865} (6,227} T {33,8471)
Hive gown 33 SBK 3,735 445,151 18,814 457,700
At 31 December 2008 - (724} {3,625) (4,349)

Net begk value at 31 December 2008 - 935 10,875 11,810 '
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Total

Land and premi i furniture & fittings  Motor vehicles

5hs'000 Shs"000 Shs' 000 Shs'000
Cost/Valuation
AL lenuary 2007 352,710 535,681 45,711 1087102
fudditians - 231,750 17,966 249,716
Disposals - - 124,745) (24,745)
Revaluation 78,369 - 78,269
Elimiration of accumulated depraciztion (56,079) - {50,079
Reclassification (287,329} - [2587,329]
At 31 December 2007 375,000 633,102 38,932 1,047,034
Brepreciation
At 1 January 2007 49,125 367,201 26,109 437,335
Charge forthe year 7054 54,809 8,846 75,709

11873

Disapsals Ed! (18.737)
Aevaluation (56,079} : SRV
At 31 December 2007 - 422,010 16,218 438,228
Net book value at 37 December 2007 . 275,000 211,092 22.714 b08,806

27. Investment properties

Group

2008 ’ 2007

Shs'000 Shs’000

Azt lancary . 18,829 380,500
Adortions resulting from acoquisiions - ' 157,654
Dizposals - (61,5000
Reclassification to properly and enuipmen? (120,150 (157,350
Net gain from fair velue adjustments 87,821 98,825
At 31 December 366,500 418,829



Cost

Ar 1 sanuary

Rowaduelian

t:hmination af revaiuation
At 31 December
Amortisation

At laraary

Charge fer the year
Eliminated on revaluation

At 31-Becember

Met book value at 371 Dacember

Cost

At 1 January
Hive down to SBK
Revaiuztian

At 31 Decembey

Amortisation

AT January

Charge for the yoar

Hive diwn to 58K
Eliminated on revaluation
At 31 Decemasr

Net haok value at 31 December

CfC Stanbic Holdings Limited {Formerly CIC Bank Limited)
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2008

Shs'000

76.000

{40,003
36,000

293
3,409
(1,730%
1977

34,023

2008
Shs'000

75,000

{75,000

Group

2007

Shs'0DO

36,000
40,000

76,000

4,420
340
[1.462]
208

79,702

Company
2007
Shs'0DO

35,000

40,000
75,000

(4,462

75,000
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29. Intangible assets

2008 2007
Software Other intangible asseis Total Software
Shs*000 Sh='000 . Shs'000 Shs'000
Cost
At 1 laruary 520,028 - 620,078 269,332
Arguirne fraom SEK 24,966 - 24,566
Additions 232,236 1,089,059 1,331,285 a2.867
Reclassifications (11,5423 (11,542) 287,329
At 31 Becember 865,682 1,099,059 1,964,747 620,428
Amartisation
At 1 January 136,451 - 136,451 72,778
Acyuired from SEK 22,8490 - 22,850 -
Charge for the vear 136,565 51,347 TR 63,723
Elimingies vn reclassification (3,241 ) - 3241
At 31 December 292,665 61,347 354,012 136,451
Net book value at 21 December 573,023 1,037,712 1,670,735 . 483,577

The intangible assets arising lruem Lhe usicess rambination comprise the following:

Cost Useful life

Shs'000 Shs'000

Trage names 260,000 15
Custemer relationships 475,000 3-15
Cthers 364,059 25
Total ) 1,099,059 -

2008 2007

Shs'DOC Shs'000
Cost
Art Jznusry ALYz 49,001
Additions - 4,582
Reciassification : 287,325
Hive down ta SBK (340,912
At 31 December - 340912
Amortisation
At | January 100,038 AZ2.922
Cherge tor the year #5,7aé L7176
Hive down to SEK 21786 -
At 31 December - 100,088

Met hook value at 31 December - 240,814



30. Intangible assets - Goodwill

2008

Shs'000
Cost
At 1 January 1,084,647
On acquisition of Stanbic Bank Kernys Limited on 1 Juns 2008 . 9,349,758
At 31 December ) ) 10,434,405

CiC Stanbic Holdings Limited (Formerly CIC Bank 1 imited)
Annual Report and Financial Statements for the year ended 31 December 2008

Group
2007
5hs'300

1,084,647

1,084,647

During the year, the Grouy assessed the recoverable amount of goodwill and determined that goodwill associated with the life assurance
business and of the acquired subsidiazy companies was not impairad. The recoverable amnaunt of the life assurance and banking business was
assessed by reference Lo the cash gencrating unit's value-in-use. A discount factor of 10% per annum (2007 10% pci-annum) was applied

in the value-in-use model. The goodwill arising on the acguisition of Stanbic Bank Kenya Limited 1s camputed as follows;

2008
5hs'000

Consideration

13,633,624

SrANSALLIDN 43515 61,312
i\;lpr acepte (3,180,080)
10174916
Less :
Intangille assets net of deferred fax [765,158)
Goodwifl 9,349,757
31. Ordinary share capital
' 2008 2007
Shs'000 Shs’000
Authorised share capital
Al T lanuary 200,000,000 - Ordinary shares of Shs 5 each 1,000,000 1,000,000
Additions during the year FLERA, 211 - Crdinary shares of Sha 5 each 368,421 -
Ar 31 Decernber 273,684,211 - Oudinary shares of Shs 5 each 1,368,421 1,000,000
Issued ordinary shares
2008 2007
5h5‘000 Shs*000
At January 156,000,600 - Crdinary shares of Shs 5 each ' 780,000 ABOD0O0
Add[tions during the year issued 117,664,217 ar merges with 58K of Shs & each 58g.427
At 31 December 273,684,211 - Ordinary shares of Shs 5 each 1,368,421 780,000
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31. Ordinary share capital {continued)

Ordinary share premium

2008 2007

Shs"000 5hs'000

At lanuary BES,420 669,420

Costs related to trensfer end listing of shares (27.838) -

Premium on additional shares issued 31 May 2008 12,045,263 -

At 37 De:eml;er 13,588,847 660,420
32. Derivative liabilities

. Net fair value Contracty notiopal amount

Shs'000 : Shs'Q00

Foreign currency farwards 55,383 4,658,633

Devivative liabilities

The Group did nat have ary derfvative lizhilitios or assels in the prior year.

All derivatives are classified as either darivatives lreld for trading or detivalives held for hedging.

Fair values

The fair value of a derivative financial instrument represents, for quoted instruments, the quoted market price and for unquoted instrumeants,
the present value of the pasitive or negative cash flows, which would have sccurred if the rights and abligations arising from that instrument

were Closed nufb in an orderly market place {ransaction at year end.

Notional amount

The gross notional amount s the sum of the absolute value &f afl bought and sokd contracts. The amount cannot be ysed to assess the
market risk assaciated with the posikion and should be used only as @ means of assessing the Group’s participation in derivative contracts,

Use and measurement of derivative instruments

Ini the normal course of business, the Group enters into a variety of derivative transactions fior both trading and hedging purposes. Derivative
financial instrumsents are entered into for trading purposes and for hedging foreign exchange exposures. Derivative instruments used by
the Group in both trading and hadging activities include forwards and ather similar types of instruments besed on foreign exchange rates
and interest rates. '

33. Deposits and current accounts

Breposit products indude chegque accounts, savings accounts, -cali ard notice deposits, fixed deposits and negotiable certificates of
depasit. )

. o : . Group - o . céiﬁ;j‘aw.
2002 R 26b? 2008 2002}.
Shs'000 Shs'000 Shs*000 Sh='000
Deposits from banks 11 ,L)Qb,é'u!.i 1,§72,9?S - 1972975
.Deposits from customers 1,975,072 20,097,950 - 20,878,541
Current accounts 25,05&,.301 g1 86,429 - . b, 186 420
Ll depaosits 16,409,758 2.600.508 - 2,600,608
Savings accounis 928,626 1,522,107 - 1.523.107
Term deposits . 18,480,348 9,727,916 - 10,508,547

Total Deposits 73,071.678 22,070,935 - 22,792,566
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CfC Stanbic Holdings Limited {Formerly CfC Bank Limited)

33. Deposits and current accounts (continued)

Maturity analysis

The maturity analysis is based on the remaining periods to contractual maturity from year end.

2008 2007 ’ 2008 2007
Shs"000 . Shs'000 Shs'GOHD 5hs'000
Repayable an dermand 45,422,148 13,098,411 - 12,098,911
Maturing withic: 1 month ) 12,266,751 3,537,505 - 3,976,150
Maturing after T month but within 6 months 3,857,637 3011716 - 3,294,702
l.'ﬂazum:g after & months but within 12 months IPEATZ 391,973 - 367,975
iaturing alier 12 motths 125 57,803 - 57,853
Total 61,975,073 20,097,960 - 20,819,591
34. Borrowings

: . e | Gmui,... | ....cn.mpanv
2008 2007 2008 2007
Shs'OOtl Shs'000 Shs"000 Sh;'OOO

Term loans 700,000 103,842 T00.000
Corporate bond 595,961 500,000 - 800,000
Shareholders’ [oan 781,200 - - -
Total 2,080,161 693,842 F00,000 _ E00,0040

The term Toan of Shs 103,842,000 from Barclays Bank of Kenya Limited was paid off in full on 31 March 2008,

Tne corporate bond issued by the Bank on 31 Cctober 2005 has a 7 year maturity and pays interes| at the rate of the Treasury Bill just
hefore re-pricing plus 1.75%. | he bond reprises quarterly.

The shareholders’ loan was obtained fiorn Stanbic Africa Hoidings Limited on 30 June 2008 and has a 10-year term, but is callablg at
the option of the issucr one day after the fifth anniversary of the issue date or any interest payment date thereafter, Interest is payable
guarterly at 3 months, Libor plus 300 basis points.

The company obtained a term lean of Shs 700 million from NIC Bank on 19 December 2008 and wili pay interest at the rate of 14.5% per
annurm. Shs 450 million of this loan was injected as additional capilal in CFC Life Assurance Limited through CiC Holdings Limiled.
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Notes {continusd)

35. Other liabilities

. Company_

2008 ;?008 S 20[‘.;;'
Shs"000 Shs'000 Shs'D00 Shs'000
Favable under deposit administration 5,082,265 5,429,113 - -
conracts
Ireyruzce conliacl liabditics : 3,690,010 5 022,748 - -
Prowisions tar insurancn claims T,044 500 157,897 - -
Unearned insurance premiams BG2,745 B84 540
Payable under reinstrance arrangements 330,664 25,829 - -
Bankers cheques urpresented 120,204 564,128 - 561,128
Other liabdities . i 4,58%,460 2,254,312 34,577 485,570
Total 16,359,850 14,338,048 34,577 1,049,598

36. Deferred tax

2008 2007 2008 2007
Shs'000 Shs"000 Shs'000 Shs'000
At start of vear 147,614 109,283 103,007 91,478
Cradit/ {charge) to profit 2nd |oss account 94,068 38.275 (3,716} 13,529
Cwer-provisian of deferred tax assef from (20,6573 - - -
previous years
Lredit to equity 5141 - - -
Balances transterred from 58K on merger 54,557 - - -
Hive down to SBK (99,291)
Currency translation - [944) - -

At end of year 280,722 147,614 - 103,007



P+ 62

‘:(ear ended 31 Dec_ernber 2008

Arising from:

Properiy and equipment
éurt{'o[io impairment
Elrrealized gain on bonds
Other provisions

Cureency transisiian

Net deferred tax asset

:?(ear ended 31 Dacembear 2007

Arising from:;

Froperty and sauipment
Partfolio impaiment
Other provisions

Euchange differences

Met deferred tax asset

1108  Teansfer from SBK

Shs'000

5803

R0

(054)

67,744

(944

147,614

S5hs000

295

) .9,.1.59
30,693
" "..4.,.3.04

54,551

1.1.07

57,410
40,415
11,458

109,283

CfC Stanbic Haldings Limited (Formerly CfC Bank Limited)
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" Credit/ (charge)

1o PFL
Shs'000

14,895
(11,313)
19,178

80,656

73,416

Charge/{credit)
to P/L

(%1,60/)

35,560

55.322

19,275

Cnédit}' (l:ﬁa rgé) )

to equity
Shs*000

5,804

(833 .

5141

Charge to equity

[944)

(048

| Growg

21.12.08

Shs"000

21,083
43,821
54,881
162,704

(1,777}

280,722

Gréup

31.12.07

5,803
75,975
56,780

[944)

147,614
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.. . Company
1.1.2007 Charged /{credited) to P/L 31.12.2007

She'000 Shs'000 Shs"000
Year ended 31 December 2008
Arising from:
Property and equipment : 55,435 25,163 80,548
Partfolia impa.irment 35,015 [13,488) 21,817
Cther provisions 1,028 (136} 802
Net deferred tax asset 91,478 11,529 103,007

: il e

3 20“3 .- 2007

Shs'000 Shs'000

Al stark of year (114,522 1370103
Credit to profit and loss account 107,746 35,580
Under-provision of deferred tex fiability from previous years - (2,030}
Charge o equity (49,545} (11,462]
at end of year (56,721) {114,922)

Gmﬁp

1.1.2008 Credit/ {charge) to P/L Credit ’ TTECT
Shs'000 Shs'000 ‘ C M A N Eliﬁoﬂ AB&O
Year ended 31 December 2008 _
Arising from:
Property and equipment revaluatian surplus [98,5834) - (29,545} (118,3793
Investment property fair value gaing (29,558) (32,203} - (62,061)
Orther provisions 13,770 139,945 - 153,719
Net deferred tax liability (114,922) 107,746 (49,245) (56,721)
1.1.2007 Credit/ tcharge) to P/L Credit/ {charge) to equity 31.12.2007
Shs'000 Shs'000 Shs'000 Shs"000
Year ended 31 December 2007
Arising from:
Froperty ang equipment revaluation surplus (79,214) - (11,4623 (90.678)
Irveszment property fair vatue gains (13,811} {1h,94/) - (25,858)
Other provisions (43,885) 49,457 - 5,612

Net deferred tax liability (127,010) 33,550 (11,462 (114,9223
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37. Notes to the cashflow statement

{a) Reconciliation of profit hefore taxation ta net cash generated from operating activities

2008 . 2007
Shs"000 Shs'000 )

Profit befare taxatian 1,322,358 1,352,213
Depreciation 230,151 135,505
;\mortisation ot intangible asset - . 187,912 . B3,723
Amortisation of cperating lease prepayments 3,409 340
[Profith/loss on sale of eguipment {3,793) (11,501
Fair value adjustment for investment praparty {67.8211 (99,525)
Currency translation ditterences . (5?4?) B [602)
1,676,487 1,440,859

(b) Analysis of balances of cash and cash equivalents as shown in the balance sheet and notes

2008 2007

Shs'000 5hs'000

Cash and other balances with Certral Bank of Kenya 3,749,380 G48.851
Treasury bills and bonds 1,825,435 3.02/307
Deposits and balances due from banking institutio.ns 20,548,781 . . 2,224,009
Deposils and balances due to hanking institutions (11,056,605) 01,972,975
Tatal 15,127,591 3,026,992

For the purpeses of the cash Alow statemant, cash equivalents include short term liguid investments which are readily convertible into known
amounts of cash and which wers within three months of maturity when acguired, less advances fram banks repayable within three months
from the date of the advances. '

38. Related party transactions

I Stanbic Heldings Limited is a subsidiary of Stanbic Africa Holdings Limited (SAHL), incorporated in the United Kingdam. The ultimate
parent of SAHL is Standard Bank Group Limited, which is incorporated in South Africa. There are other companies which are related to CFC
Stanbic Group through common shareholdings or commaen directorships. In the normal course of business, nostro and vostro accounts are
operated and placing of both foreign and local currencies are made with the parent company and other Group companies at interest rated
in line with the market. The relovant balances are as shown below:

2008 2007

5hs 000 5hs"000

. Arnounts due from the Standard Bank Groun £,300,817 -
Interest ncome eamed an the above 310,853 -
.Amounts cue to the Standard Bank Group 3,427,674 _ -

Interest expenses incurfed on the above 174,940 -
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38. Related party transactions (continued)

Loans and advances

Induded in loans and advances are amounts advanced 10 certain companies in which directors are involved either as shareholders ar
directors (associated companies). In addition, contingent liabilities include guarantees and letters of credit, which have been issued to
associated companies. The balances as at 31 December 2008 are as shown below;

Directors associated companies

2008 " 2007
Shs'000 Shs"000
Loans arrd advances
At 1 Jaruasy 580,682 419,469
Met movement for the year 70555 161,213
At 31.December 651,237 580,682
Employees
2008 2007
Shs 000 Shs'Q00
Laans and advances
At 1 January 214,452 207,349
Net movement for the year £05, 186 7.143
At 31 December 870,678 214,492

There were no outstanding advances Lo direclars {2007: Nif). These lgans and advances are perfarming and adequately

secured.

Depasits
2008 " 2007
Shs' 000 Shs.'CI'OD
At 1 Jenuary 1,421,141 1,760,837
Net mavement for the year 309,773 60,310
At 31 December ' 1,530,914 1,221,141
Key management compensation
2008 2007
Shs 000 Shs"000
Salaries and other short-term employment benafits 390,704 157,216
Directors” remuneration
Fres for services as directors 8,686 7.580
Other emoluments Cincluded In key management compeansation above) 61,915 0,936
Total . 10,60 58,496

Cantingent liabilities at 31 Dacember 2008 include contingencias on behalf of companies associated to the directers of Shs 1,298,823,000
{2007 - She 583 035,000).

All related party transactions are at armis langth and in the normal course of businaes.
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39. Retirement benefit liability

The Group operates ¢ retirement benefit arrangement known as the Stanbic Bank Kemya Staff Pension and Life Assurance Scheme (‘the
Scheme”), which has been inherited by the Group on the acquisition of Stanbic Bank Xenya Limited. The Scheme is sponsorad by CFC
Stanbic Bank. Until 30 Septerber 2001 the Scheme operated an a defined benafits’ basis. With effect from 1 Octobar 2007 the Trustees
of the Schenme resolved 10 convert the Scheme to operate on a “defined contribution™ basis in respect of the active in-service memhers,
In compliznce with the provisions of the Trust Dead and Rules of the Scheme, the Group (sponsoring employer) gave its approval 1o the
conversian. Under a defined cantribution basis the quantum of benefits received by the member at retirement or earlier exit depend an the
artuat contribitions paid plus interest declared on the actual contributions to the date of retirement or earlier exit.

With effect fram 1 October 20071 all the active in-service members were transferred to the deflined contribulion fund with the actuariat
rasarves [/ liabilities calculated on the defined benefits basis as at 30 September 2007 forming the opening Ralances in the members”

defined contribution fund credit.

Pensions have continued to be paid to existing pensioners from the Schere Fund and the terms for henefit provision ta deferred pensioners
have been retained on a defined beneits basis. Accardingly, the pension henefits payable to all the existing pensioners and deferred
pensioners will ronlinue 1o be met fom the resources of the Scheme Fund.

The consulting acktuaries carried out an actuarial review of the Scheme as at 31 December 2008 and that valuation ravealad the fallowing
financial posilion.

2008
Shs'000
Present vaiue of funded cbligetions 105,633
Fair value of plan assets {103,401
Present value of untunded obligations A(ever funding} 2,232
Linrecognised actuar:al gaing/ [lossess {2,232)
Lizhility or gsset in the balance sheet -
The movement in the defined benefit obligation over the year was as follows:
2008
Shs'000
AL start of year -
Arguired on mergarwith 58K 108,025
. Current servics cosl 248
. linterest cost 10,105
Actuarial i5sses. £33
Benefits paic (13.944)
Past survice aul _:'\
; ; 135,633

At end of year
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39. Retirement benefit liability (continued)

The movement in the fair value of the plan assets is as follows:

2008
. Sh_r..'mﬂ
At start of vear -
Acquired on merger with SBK o 114,452
Expected return an scheme assets 10,748
Actuarial gains/ (losses) (7,855)
Benefits and expenses paid - . (132,844
At end of year 103,401
Plan assets comprise:
Shs"(HW %
Equity instruments 21,958 21
Debtinstrumeants 47,365 46
Froperly and oiher 34,078 33
103,401 100
The principal actuarial a;ssumptions used in 2008 were as follows:
Rate of return on investments /discount rate 10% p.a. compeund
Hate of pension Increases Q% pa.
Morkifily in relirement a {55) Males/Females Uitimate
Martality in deferment A19459 /52 Uttimate
40. Contingent liabilities
2008 2007
5hs'000 Shs'000
Commitments with respect to:
Guarantees and perfarmance bonds 4,294,423 2,246,453
Acceptances and letters of credit 9,406,901 1,329,753
Qthers . - 58,138
13,701,324 3,644,344

Nature of contingent liabilities
Letters of credit commit the Group to make payments to third parties, on production of documents, which are subsequently reimbursed by
the customers.

Guarzntees are generally written by the Group to suppart performance by its customers 1o third parties. The Group will enly be required to
meet these obligations in the event of customers” default

An acceprance is an undertaking by the Graup to pay a bill of exchange drawn on a customer. The Group expects most of the acceptances
to be presented, and 1o be relmbursed by the customer almost immediately.
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[ Group . Company

2008 2007 2008 2007
: . Shs.'f.lﬂﬂ. o Shs'000 SIlsI'DOD . - Shs'0DO
. SIt-atu.fon; reseqve - 576,802 337,124 R 152,752
. Fair value reserve (281,558) 223,282 - /9,698
" tn;rrt;ncy; translation reserve (34,960) - .53?,581). - )
Capital reserves 273,31 233,809 - -
Revaluation reserve. o 303559 217,479 T - -
At end of year 837,324 1,074,113 . - . 23z,450

The revaluation reserve represents solely the surplus on the revaluation of buildings and freeheld land net of deferred income tax and s
non-distributahle. :

Fair valug reserve represents the surplus or losses arising on fair valuation of available -for sale financial instruments.

Currancy translation reserve represents exchange differences arising on the translation of the pet investment in forcign entities.

The statutory reserve reprasents :

. the surpluses from the life fund whose distribution is subject to restrictions imposed by Kenya's Insurance Act; and

. requlatory reserve which is an appropriation from retained earnings to comply with the Central Bank of Kenya's Prudential Regulations. The

balance in the reserve represemts the excess of impairmerd provisions detenmined in accordance with the Prudential Regulations aver the
impairment provisions recognised in accordance with the Cormpany’s accounting policy, The reserve is not distributable.




Shareholding

Name

1.Stanbic Africa Holdings Ltd. (UKD

2.CfC Stanbic Nominees Ltd A/C MR 00201
3.African Liasan and Consultant Sesvices Ltd
A.50vereigr Trust Lid

5. Feneast Numir.l.ees Eed

6.Archer and Wilkock Nominees Ltd

7.Kingsway Mominees Ltd

8The Permanent Secratary to the Treasury (on behali of the Government of Kenya)

9. Beechwoad Overseas Ltd

10. Jani, Uday Prahlad

£l

The distribution of shareholders is as
1-500

EOt —.5,060

5,001 = 10,000

10,001t 100.,0.06

100,001 - 1,000,000

Civer 1,000,000

Total

Number of shareholders

1,538
1,291
413
228
23

3,514

Humber of shares held shareholding %
113,341,663 41.41%
50,868,363 18.50%
43,553,583 15.73%
18,450,354 6.74%

7,000,000 2.56%

B,125.000 2.24%

5,198,458 1.890%

4,342,548 1.59%

3,768,501 1.38%

3,500,000 1.28%

N of st held  shar ling %
323888 0.12%

2,164,729 0.79%

3,086,097 1.13%

6,110,681 2.2?;%

4,503,808 1.79%
257,089,078 93 94%
273,684,211 100.00%



