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findncial highlights

Year 2006 2005 Change
Financial income 66,451 41,825 9%
Financial expenses 13,839 8,194 69%
Financial spread 52612 33,731 56%
Other Income 27,152 22,623 20%
Operating expenses 39,351 20,048 3%
Pre-tax profils 3BA446| 24,350 37%
Profit after tax 26484 18,680 42%
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Chaltré?ement

The performance of CRDB Bank in terms of growth in profit, deposits and total assets in 2006 was
one of the best in the banking industry. The Bank recorded another excellent performance with a
pre-tax profit of Tshs. 38.4 billion, marking an increase of 57% compared to Tshs. 24.4 billion for
2005, The Bank's deposits went up by 21%, rising from Tshs. 656 billion in 2005 to Tshs. 791 billion
in 2006, Lending grew by 100% from Tshs. 202 billion in 2003 to reach Tshs. 406 billion in 2006,
The Bank’s total assets increased from Tshs. 745 billion in year 2005 to Tshs. 898 billion in 2006.

I would like to
EXpress my sincere
gratitude 1o
customers for their
continued support, I
also like 1o thank the
Board of Directors
[for their strong
support, the
management and
staff of CRDB Bank
Jor their hard work
and commitment
that has enabled the
Bank to record this
exceptional
performance.
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Business Development

The launch of CRDE Internet Banking was one of the Bank's major projecis in 2006, This
product enables CRDE Bank customers with Inlemet access o enjoy banking services using
computers at their offices or homes, It is expecied that this product will contribuie significanily
to the Bank's business in 2007.

The Bank also contineed 1o offer CRDE SMS Banking which gives customers access to banking
services through their normal mobile phones wherever they are. This product was repackaged for
more cusiomer convenience and value, The repackaged product will be launched m 2007,

The Bank continued the expansion of its branch network by opening three branches in Dar es
Salaam and one in Arusha, The new branches are Mlimani City, Waterfront, Pugu Road in Diar es
Salaam and Mapato in Arusha, The Bank also completed the refurbishment of Miwara, Dodoma
and Bukoba branches.

The Bank is expanding its ATM network very fast to give cusiomers the convenience of day and
night hanking all vear rownd, Currently, the Bank®s ATM network has 50 ATMs. In 2006 the ATM
network expansion drive was directed o residential areas so that custiomers can gei cash near
thedr homes, relieving them of the inconvenience of having to travel to the city centre every time
they need cash and other banking services. The current pace of expanding the ATM network will
be maintained.

The Bank's card business continued o grow, There are now more than 209,705 TemboCard
holders up from 180,000 in 2005, The number of TemboCardVisa holders has nearly tripled 1o
more than 43,183 subscribers.

The Bank SME business toll out is nearing completion. It has so far besn rolled out o 20
branches, 11 is expected that by May, 2007, all the Bank's 38 branches will have been coverad, A
wital of 588 customers were given training to improve their business management skills
commpared 1o 132 in 2005, Some of thode who received tradning, were given Bidii loans, which
totalled Tshs, 7.6 billion,



‘Thiz Bank's network of collaborating microfinance institotions grew from 162 in 2005 to 227 in 2006. Together with its 38 branches,
the Bank's microfinance network and its partner intermediaries makes CRDB Bank the bank with the most extensive network in
‘Tanzania, that is 265 ootlets offering banking services.

Dividends
The Board will recommend to the Annual General Meeting a dividend of 17% or Tshs. 17 per share, Total appropristion to dividends
will be Tshs. 2,102,332, 200, up from 1,854,990,000 in 2005.

Prospects for 2007

Drought experlenced in the last quarter of 2005 had a serious impact on agriculivre and on hydropower generation. This together
with persistent increase in oil prices seripusly affected economic performance in 2006, Good rains owards the end of 2006 and early
2007 have filled hydroelectric generation dams. With the anticipated good weather in 2007 and the on-going efforis by the govern-
ment in resolve the energy crisis through diversification of spurces of energy, it is expected that the economy will grow at the earlier
estimated real GDP growih rate of 7.0 and above. The predicied beiter agriculiural and manufacturing sectoral performance together
with the continuation of the good business environment will offer the Bank the opportunity for higher performance.

Acknowledgement

Al the Annual General Meeting beld an 24th June 2006, M, Joyce Lubanga elecied by the group of shareholders with 1% or mose
of the Bank's share capital and Mr, Joseph Kahungwa from shareholders with less than 1% of the Bank's shate capital retived from
the Board, Both stood for re-glection, Ms, Joyce Luhanga was re-glected by sharehalders with 1% or mose of the Bank's share capital
and Mr Joseph Machange was elected by shareholders with less than 1% of the Bank's share capital,

I wonild like to express my sincere gratinude to customers for thelr continued support. [ also ke o thank the Board of Directors for
their strong support, the management and siaff of CRIDB Bank for their hard work and commitment that has enabled the Bank i
recosd this exceptional performance, Finally, T wish o acknowledge the suppart of the Government, the Bank of Tenzania, and all
the Bank’s stakeholders,

Martin Mmari
Chairman of the Board
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About fifty percent
of the deposits
taken by the
banking system is
now utilized to
extend credit to
the private sector.
This trend reflects
the strengthening
of banking sector
in its
intermediation
role.
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As anticipated the growth of the economy decelerated from the
6.9% achieved in year 2005 to an estimated 5.9% in 2006, mainly
as a consequence of drought, energy shortages and hiked oil
prices, which began to fake effect towards the end of 2005.

Crop production, especially food crops, benefited from the improved long rains, However,
major export crops like cotton and tobacco had irreversibly suffered and did not benefit from
the better climate, Cotion suffered most with a decline of 65% from 125,570 tons of lint in
2005 o 43,349 tons in 2006.

Annual rate of inflation stood at 6.3%, which was driven by increased prices of food and
non-food items. On the other hand monetary growth (M3}, which grew 1o a peak of 38% in
the last quarter of 2003, dropped sharply to oaly 22.2% in the last quarter of 2006. This has
coniribated to the easing of inflationary fears in year 2007, Credit 1o the private sector
contimed to be strong as & result of more lending opportunities. In 2006 private sector credit
registered a growth of 42%, which ks higher than the 34% artained in 2005. About fifty
percent of the deposits taken by the banking syatem is now utilized to extend credit to the
private sector. This trend reflects the strengthendng of banking sector in its intermediation
role,

The Bank took advantage of the increased lending opportunities to double its lending
porfolio from Tshs. 202 billion o Tshs. 406 billion. It also regisiered equally impressive
performances. in other major indicators. Deposits rose from Tshs. 656 billion in 2005 to
Tshs. 791 billion in 2006, Tedal Assets rose from Tehs, 745 billion in 2005 and reached Tshs.
898.3 hillion. The above performance resulied in a profit before tax of Tehe, 38.4 billion,
compared to Tshe, 24.4 billion atzined in 2005, Profit after tax was Tsha. 26.5 billion
compared to Tshs. 187 billion in 2005.



Outlet Expansion

The Bank continued the expansion of its branch network by
opening threg branches in Dar es Salaam and one in Arosha,
The new branches are Mlimani City, Waterfront and Pugu Road
in Drar es Salaam and Mapeto in Aresha. The Bank branch
network had 38 branches, at the year-end. Karagwe Branch in
Kagera Region was relocated from Omulushaka to Kayanga,
the district headguarters, which s a more convenient location
fior customers. Refurbishment of Mowara, Dodoma and Bukoba
branches was completed. The branches have now attzined the
standards the Bank set for delivering high quality customer
service.

By December 2006, the Bank had installed ATMs in all its
branches, The installation of ATMs in Karagwe and Kahama
branches, which are the only exceptions, will be completed in
2007. Installation of ATMs in these branches had to await the
completion of thelr relocation o new premises,

In iis efforts to provide the convenience of 24 hours banking
services closer o customers, the Bank in 2006 installed Twenty
(20 ATMs,

Personal Banking Products

CRDE Bank offers a number of acoounts that are designed to
provide convenicnt, hassle free banking services for individual
clients. Products availahle in this segment, which has 400,000
cusiomess, include savings accounts, current accounts and fixed
deposit accounts, Other products are local and international
payment services, TemboCard and TemboCardVisa services,
Foreign exchange buying and selling and securities trading at
the Bank's counters. In 2006, the Bank acquired rwo night safes,
one of which has already been installed at Holland House
Branch in Dar es Salaam. Some of the products ane covered in
detzil below:

Premier Banking

In 2003 the Bank began to offer each customer segment
services thal ase customized o the peeds of respective
segments. In 2006 the Bank designed premier banking sesvices
that are customized to the needs of high net-worth customers.
Financial advisory services featuse more prominently in their
needs, Convenience and specialized services are offered to this
segmient. The Bank began o offer these services on a pilot basis
in December 2005 at Tower Branch in Dar es Salaam. By
December 2006 there were B1 customers enjoying this person-
alized facility with access to a dedicated Relationship Manager
at branch lavel. Following a succesaful pilot phase, the Bank
plans to kave a special centre 1o serve these customers which is
expeciad to be operational by mid 2007,

Junior Jumbo Account

CRDE Bank is trying to encourage saving at an early age,
through its Junior Jumbo Account. This is a deposit savings
aceoant for children below 1B years of age held in the child's
name but opened and managed by parents or guardians of the
respective child. This account enables parents to save in order
to meet their children's needs like school fees and medical
expenses, before the child is old enough to stasrt operating the
accoant.

The Bank conducted a three-month promotional campaign for
thiz scoount betwesn September and December, 2006. The
campaign had two monthly draws and one grand draw of
which the first winnes received Tehs, 2 million, The promo-
tional campaign was closed at a grand party for children held
at the Wet N' Wild entertainment park in Dar es Salaaem,
Similar events were held in regional centres for upcountry
children.

Jurbor Jumbo Account grew from Taha. 64 billion in Septem-
ber to Tshs., 8.72 billion by December 2006 after the comple-
tiom of the three month promation. Some 1,246 mew scoounts
were openad during the promotion of the product that had over
13,000 cusiomess at the end of December 2006,
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Salary Accounts

CRDEB Bank offers salary payment services to employers and
institutions wishing to make a large number of paymenis simul-
tanecusly both in Tshs and in US dollars. Afier the employer
completes preparing the monthly payroll, the system eacrypis
and astomates the handling of the data inclading crediting the
respective employee kank account in whatever branch i may
be in CRDB Bank or any other bank. The holder of the Salary
Account may perform transactions or withdraw cash ai any of
CRDB Bank's branches, With the help of TemboCardVisa, a
customer may withdraw cash from any CRDE Bank ATM or
pay at any Bank Point of Sale (POS) terminal and if using

TemboCardVisa, ai any POS that accepis VISA cards. A
customer can also pay various hills at the Bank's ATMs and get
the account balance and a statement of recent transactions.
Where their emiployer has registered for this service, employees
are eligible to open the Salary Account without an initial cash
deposit and only requires that a minimum of Tshs. 2000 be
retained in the account.

This product also caters for stadents in higher learning instiu-
tions whose loans from the higher education loans board are
channelled through Salary Account.  Salary account deposits
stood at Tshs. 11.95 billion in December 2004,

Tanzanite Account

This savings account was designed 1o enable Tanzanians living
abroad 1w save some of their income ail home. It also helps them
meet family obligations and invest & portion of money eamed
abroad in some projects back home. The account became opera-
tional in 2003, This account grew by 72% to reach Tshs. 1.89
billion as compared to Tshs. 1.1 billion in December 2005,

The accouni is very convendent as withdrawals can be made
Iocally or abroad, Tanzanite Account can be accessed through
CRDB Bank ATMs and worldwide at ATMs where the VISA
sign is displayed.

SMS Banking

CRDB SMS5 Banking service enables cosiomers 1o pet banking
services through their pormal mobile phones wherever they are
and it 15 available 24 hours, The service was launched in 2005
and by December 2006, it had over 11,000 customers including
Tanzanians living abroad who have Tansanile Accounts,
Some of the services offered through CRDEB SMS Banking are:
+ Account balance

+ Change PIN

+ Mini stalement

* Big credit/debit advice

+ Salary credit advice

The service is currently being improved to make it more user
Frienely.

Busara Account

This is & savings scheme for shareholders which offers prefier-
ential interest rates. It was introduced in vear 2000. Busars
deposits stood at Tshs, 1,12 billion at 315t December 2006,

Card Business

The Bask's card business continued to grow. As al end of 2006
there were more than 209,705 TemboCard holders compared
1y 180,060 in 2005, The aumber of TemboCardVisa holders
increased from 16,000 in 2005 1o 43,183 subscribers, in 2006,

The Bank's point of sale erminals (POS), enable customens o
pay for purchases by TemboCard™isa instead of cash, This
offers grester customer convenience and safety, POS are used
by more than 600 merchaits ineluding 29 SACCOs that serve
mainly rural areas using the ofl-line mode of POS because of
lack of electricity and telephones,

Cards w facilitate business 1o businessinstitution have found
wide acceplance because of enhsnced securily and conve-
nignce, which they provide o both payers and payees,

In 2003 TBL operations in Mbeya, Dodoma and Moshi began
iy use busiiess Tembocards. This is in addition o Das es
Salaam, Aruesha and Mwanza, which began 1o use this payment
syatem earlier. TRA joined (s payment syatem i 2006 by
placing POS at Namanga and Holili, In eady 2007 Siran and
Horohors will sdopt payments by Tembocard debdl cands.
Plans 1o inclede Kasumuly and Mutukula in the laer pant of
HNNT are proceeding.

TemboCandVisa, which are & dual ATM and debit card, has
seen 105 AT usage shoot up sharply, In response the Bank has
expanded is ATM network very [ast 1o give custoiners the
convenience of day and might banking all year round, Its ATM
network now has 50 ATMs.

SME Segment

The Bank SME business has began to grow fast, It hsd been
rolled out to 20 branches by December 2006, [t is expected that
by May, 2007, all the Bank's 38 branches will have been
covered. A total of 588 customers were given training to
improve their business management skills compared to 132 in
2005, This is an essentinl element of the Bank's SME
programme, Lack of business knowledge and skills is the
single most common reason for business failure m the SME
sector, Some of those who recedved training, were given Bidii
loans, which totaled Tshs, 7.6 billion, up from Tshs, T3E
million last year, All trainees recedved an SME toolkit 1o guide
thern in best practices for running their businesses,

Insurance Services

The Bank is an agent of Royal Insurance Limited. It collected
& premiom of Tshs. 666 million and a commission of Tehs. 993
million in year 2006, compared to Tehs. 483 million and Tshs.
T4.7 million in 3005 respectively. Services offered include
policies for motor, marine, fire, money, burglary, and contrac-
toes all risk ctc.



Microfinance Business

The Bank continued to offer wholesale banking services to intermediary Microfinance Instifutions (MFIs), most of which are Savings
and Credit Cooperative Societies (SACCOs), formed by individoals. Similar imermediaries include Savings and Credit Associations
{BACAS), Financial NGO's, and Community Banks. In addition to wholesale banking services, the Bank continwed to support MFIs
capacity to affer basic savings and credit products including TemboCard Peint of Sale (POS) service.

The Microfinance programme was rolled out in 2001, At the end of the year 2006, the programme was operational in Dar es Salaam,
Miwara, Lindi, Shinyanga, Kilimanjaro, Mwanza, Bukoba, Dodoma, Iringa, Morogoso, Mbeya, Ruvuma, Tanga, Kigoma and
Arusha,

The number of microfinance institutions (MFIs) under this programme increased from 162, 25 at 3158 December 2005 io 227 as at
315t December 2006, Total balance of loans from CRDB Bank was Tshs. 27 billion; and total deposits balance with CRDB Bank of
pasniner MFls was Tshs, 7.1 billion.

These MFIs served 130,508 customers consisting of 120,067 members and 10,433 non-members. Funds mobilized by members in
terms of paid-up shares and deposits with their MFIs exceeded Tshs. 38.14 billion at the year end. End users bosrowed money to
finance trade (34%), agriculiure (13%), emergency/social (11%:), housing (10%) and processing (1% and others (31%:).

The Bank lends to MFI's at the mosi competitive and negotizble rates. The good rates offered by the Bank enable MFI's to lend to
their clients at very affordable rates and still make a reasonable income to cover operational costs and make a profit. These leans
supplement their own respurces, Loans offered inclede Business, Emergency and Special Loans for Women,

Treasury Operations

The Bank directed treasury management efforts towards improving client dealership and creating internal capacity with a view to
serving clients better and match international best practices. The Bank focused more on meeting customer needs. Solutions to
customer nesds included a variety of products ranging from buying and selling of foreign currency for customers to interbank
dealings, cash management and Commesdity Price Insurance (Kinga ya bei). The Bank went an extra mike to reach clients for
Treasury products in most of the regions within the country through initial visits by Client Dealers and Relationship Managers
followed by close follow-up o maintain the contact and get to know client needs better.

As part of enhancing its internal capacity, the Bank was at a very advanced stage of implementing the Treasury Management and the
Asset Linbility Management Systems by the end of 2006. Preparations were also made to have Dealers obtain centification of the ACI
— The Financial Markets Association which is the international body that sets Dealing Model Code and examinations for dealers.

Performance wise, Treasury operations contributed about 48% of the Bank's income compared to 49% in 2005,
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Credit

As at December, 2000 the Bank's gross and net loan porifolio stood at Tshs, 409 billion and 406 billion
respectively. The gross loan portfolio was disiributed by sectors as follows:
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'Public sactor 9932181 E, B3T3
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Transport & communication 25,458,87 6 | 136131 L0
Trade & commernce 48,135 13 | 24,361 12
Tourism, hotels & restaurants 11,454,736 3| 6485997 3
Electricity, gas and waser 62719918 15 | 10,840,817 E
30,218,040 7| 5936500 8
"Hher U] 1342735 1
Total 408,1 100] | 204,651,400 100

The Bank's loan portfolio grew by 105% compared o respec-
tive growths of 64% and 100% for years 2005 and 2004 respec-
tively. Agricalture which constitited 24% of the total loan
portfelio continued o dominate the Bank's lending and grew
by 120 doring the year. Lending to utilities {electricity, gas
and water) grew by 479% during the year. This is partly attrib-
uted to additional lending to electricity sector. CRDE Bank
increased lemding w0 the state power utility company,
TANESCO, which was straggling to reduce the impact of the
electricity shoriage crisis in the country caused by drought.
Consumer lending (personal loans) increased by 904 as mone
employers signed Memoranda of Understanding with the Bank
to enable their employees to borrow. This followed a review of
the product o make it more amractive, The Bank offers
personal loans for general purposes, 1o meetl education
expenses, purchase of computers, o pay for festivites,
construction of renovation of residential houses eic, Interest
income on ovendrafis and term loans was Tshs, 34.6 billion, up
from Tehe, 18 billion in year 2005 representing 36% of the total
Bank's operating income,

Informarion and Communication Technology

Ome of the major projects in 2006 was implementation of
Internet Banking, This product gives CRDB Bank customers
access to banking services wherever they are in the world, as
long a5 they can log on fo the Internet. The Bank's Internet
Banking system provides very high security to customers'
trensactions, Customers can access and print their account
balances, statement of account, a range of transaction details,
trensfer payments across own accounts or to third parties with
accounts at the Bank, and the ability to change their password

The Bank also enabled all its ATMs to accept Visa cards that
have a chip. The Bank's ATMs which have therefore been
certified to be Euro Mastercard and VISA (EMV) compliant
accept all chip based Visa cards issued by Visa member banks
world-wide. The Bank also laumched an online signature and
identity verification system to minimize fraud risks.



Risk Management

In Janpary 2006 CRDB Bank introduced Risk Management function, whose main responsibility is w implement Enterprize Wide
Risk Management Framework (ERM). This i3 an integrated way of losking at all enterprise risks together instead of each department
managing its risks separately, a system that makes it difficult to caprure all the Bank's risks and ensare that they are well managed.

In 2006 rigk management policies and procedures were adopted, Limits to govern the risk management process; wools for identifying,
measuring, monitoring and controlling all the Bank's risks and design of the reporting system 1o assist sentor management and the
Board 1o enderstand the Bank"s risks and make strategic decisions for the Bank were developed.

ERM is expected o improve risk management practices in the Bank. The Bank will be able to maximize the risk-reward trade-off
through ensaring that the bevels of risks that it is taking are well mitigated and generate the highest return to the Bank,

As part of Bank's efforts (o match international best practices, the Board of Directors atiended a seminar on risk management in
Aungust 2006, The serminar covered among other things, the role of the Board of Directoss in risk management, Asset Liability
management, risk management struciure, functions of the Board Risk Comrmities, Basel 1T requirements and financial analysis relaied
1o risk management, The serninar was followed by a presentation from one of the big banks in South Africa on Operations of their
Risk Function. The session happened just before the Bank introduced an active risk management function and was therefore impor-
tant in improving the Board s effectiveness on making decisions related 1o risk management,

Human Resources

The Bank had 997 staff as at December, 2006, Annual growth in staffing for 2006 was 17% as compared to 12% in 2005, This is in
keeping with overall growth of the Bank's business activities and growth of the Bank's customer base.

Gender Distribution
The Bank recruited 230 employees in year 2006, Males were 57.4% and 42.6% were female. Most of the new recruiis were entry-

level hires (Bank CHficer Trainees and Tellers) placed st branches. The Bank promotes from within, whenever possible. This is why
recruitment of senior stalf was low for the year.

Family Day

On Sunday 24th Sepiember, 2006 the Bank held its third family day festival, which was a full day bonanza of social recreation,
sports activities, educational sctivities and exhibition of Bank products organized for employees families, friends, Board Members
anel selected business msociatesindustry pesrs.

The purpose of annual Family Dey is (o bridge work and personal lives to create the balance necessary for staff w ful fill their profes-
siomal and family obligations,

The main celebration was held in Dar ex Salaam for all Dar es Salaam based stall and one safl from each upeountry branch was
invited o sttend, Other upcountry branches were provided with a budget to meet costs of organizing Family Day Festivities at their
locstions. on the same day,

Generally stafl and family members' countrywide commendad the year 2006 festival,

Careers Fair

The Bank also took part in Careers Fair. This is an annual event organized by AIESEC in Tanzania. AIESEC is an International

platfiorm for young people to discover and develog their potential. It also provides a forum for companics o meet their potential
employees; and their current and potential users of their prodocts as well. A total of 10 companies participated in the event.



HIVIAIDS

‘The Bank is still implementing its HIV/AIDS policy by engaging in different activities concerning its staff and the commumnity at
large. Different educational programmes were conducted to peer health educators who played a great role in increasing awareness
of their fellow staff.

‘The Bank joined the rest of the world in marking the Word AIDS Day on st December 2006. Going by the UN motto “Stop Alds,
Keep the Promise,” each bank staff was given an AIDS toolkit that bore the motto, a condom and a red robber band with inscriptions
"We Are All The Same.™

Unlike previows years, the Bank focused on activities that penerate more awareness among staff members, with emphasis on
preventive sirategies and education apgainst the pandemic. Individual staff members also contributed cash, fondstoffs, clothing and
other items and visited some orphanage centres in Dar es Salaam.

Corporate Social Responsibility

The Bank's contribution to the well being of the socicty ot large includes the payment of Tshs, 2.1 billion to sharchobders as dividends
a5 well as payment of Tshs. 11.4 billion in corporate taxes and the recroitment of 230 new employees in year 2006, It also includes
development and promotion of innovative banking products and services that improve the lives of Tanzanians. CRDB Bank provides
banking services o over 400,000 customers countrywide. Moreover the Bank continues o spend a significant amount of money in
truining its staff.

CRDB Bank is well known for its community investments. s focus has been on education, youth and health activities. The Bank
marked its 1ith anniversary in 2006 with year long activities which focused on the education sector. Owver Tshe, 600 million was
spent in donations to schools and higher kaming institations countrywide, of which Tshs. 100 million went to the University of Dar
es Salaam to support the construction of a lecture theatre, The Tanzania Education Auathority (TEA) was also assisted. The Bank
contributed Tshe. 25 million during a fundraising event for TEA presided over by President Jakaya Kikwete in Arusha, The Bank also
contributed Tshs. 25 million to support govemnment efforts to reduce the impact of food shorage in the country caused by drought.
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Financial Income

The Bank's inlerest mmeome was Tshs, 66.45 billion in year
2006 compared to Tshs, 41,92 billion in year 2005, which is an
merease of 58%. Inlerest Income on loans and advances
contributed o the increase following a two-fold increass in
laan portiolio,

Financial Expenses

Financial expenses increased by 69% to Tshs. 13.84 billion in
year 2006, from Tshs. 8.2 billion in 2005. Interest on time
deposits contributed 65% to tofal financial expenses. The
increase in customer deposits, coupled with slightly higher
negotiaied rates in some deposits, was also a contributing factor
to the increase in todal financial expenses.

Other Income

Other income in vear 2006 reached Tshs. 27.15 billion, an
increase of 20% compared to 22.6 billion eamed in 2005, Other
income was mostly received from commission and fees.

Financial Spread

Financial spread increased from Tshs, 33.73 billion in year
2005 w0 Tshs. 52.61 hillion in 2006. The increase came from
the margin between the average lending rates and bormowing
rates.

Operating Expenses

Operating  expenses, including stall and  administrative
expenses for year 2006 were Tshs. 39,35 billion compared 1o
Tshs. 2995 billion in 2005, which is an increase of 31%.

Increase in business volume and strengthening of IT network
systems contributed to this,

Loan Loss Provisions

Allowance for loan losses decreased from Tshe, 2,02 billion in
2005 to 1.97 billion in 20046,

Pre-tax Profit

Profit before tax was Tshs. 38.4 billion in year 2006 compared
10 Tshs. 24.4 billion in year 2005, which is an increase of 57%.

Net Profit

Met profit was Tsha. 26.5 billion in year 3006 compared o
Tsha. 18.7 billion in year 3005, which is an increase of 42%.

Revenue Reserve

The Bank's revenue reserves were Tsha, 56,525,684 000 of
which Tahs. 2,102,332 200 was proposed dividends.
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For the year ended 31 december 2006 o1er income

The Directors are pleased to
present their report and the
audited financial statemenis
of CRDE Bank Limited (the
Bank) for the year ended on
31 December 2006.

Principal Activities and
Business Review

The Bank is licensed under the Bank-
ing and Financial Institutions Act
(2006) and its principal activity is the
provision of banking services and
during the year the Bank celebrated
its 1lkth Anniversary.

The Bank is one of the major finan-
cial services providers in Tanzania
and it is engaged in corporate and
reiail banking, including  microfi-
nance services. The Bank offers a full
mnge of commercial banking
services 85 well as share registration
and insurance agency services. The
Bank operates through a network of
38 branches and in partnership with
227 microfinance institwtions located
throughout Mainland Tanzania.
Deposits

In 2006, customer deposits grew by
21%. Az at 3] December 205, total
deposits were Tshe, 656 billion while
on 3] December 2006 deposits had
reached Tshs. 791 billion. The growth
was attributed mainly to the Bank's
brand, which continued to be
strengthened by ongoing  branch
refurbishment. opening of new
Dring the year, three branches were
refurbished, four new branches
opened, 20 ATMs installed, and 65
Microfinance partners recruited.
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Lending

The net loan portfolio rose by 100%:
from Tshs, 202 billion as at 31
December 2005 o Tshs, 406 billion
at 31 December 2006, The agricul-
tural sector contineed 10 dominabe,
accounting for 24% of the portfolio,
followed by manufecturing  15%,
electricity, gas and water 15%, trade
and  commerce  13%, financial
services and personal loans each 7%,
meal estate and transportation cach
&%, public ssctor and tourism, hotels
and restaurants each 3% and other
sectors 1%, Interest income on
overdrafis and term loans was Tshs.
34.7 billion, up from Tshs. 18 billion
in year 2005 representing 36% of the
todal Bank's operating income,
Treasury

The Bank continued to cnhance its
treasury operations by focusing on
client dealership and offering better
the Bank was able to offer treasury
products to about 405 of the custom-
ers in agricultural sector, which is the
major source of foreign exchange in
through competitive pricing of the
foreign cumency proceeds  from
agricultural exports, a5 well a5 active
investment in both oversess and local
markets to ensure better retums on
client’s investments while creating
vahse for sharcholders. Furthermore
treasury  operations  contributed
significantly to the Bank's income;
interest  income on  placements,
treasury bills and bonds contributed
34% of the Bank's total operating
income, whereas foreign exchange
trading gain contributed 3% of the
Bank's total operating income.

Treasury also participated actively in
the interbank market incressing its
contribution to the financial market
development. In year 2006, CRDB
Bank was a major player in interbank
funding providing  Tanzanian
Shillings liguidity to other banks at
competitive rates.

Other income inclodes fee based
transactions, profit om disposal of
properties  and - equipments, and
amoriization of grants income all of
which confributed to 22% of the
Bank's total operating Income
(excheding foreign exchange trading
ain).

Microfinance Business
The number of parnering institations
(MFIs) wumder Micro Finance
programme increased from 162 at the
end of 2005 to 227 in 2006. As at 31
December 2006 the balance on the
total loans extended by the Bank to
141 MFIs stood at Tshs. 27 billion.
Their total deposits with CRDB Bank
were Tshs. 7 billion.

Card Business

As al 31 December 2006 the Bank had
issued a total of 43,183 TemboCandVisa
and 209,705 normal TemboCards and
distributed 600 point of sales (POS)
dewvices o merchamts.

The Bank distributed/insialled 120 POS
ierminals which accept TemboCand
WVisa, local and intersational Visa
Electron cards issued by Visa member
banks, In Dar es Salagm, 40 merchants
offer direct debll services which allow
customers & merchant POS o load their
cands directly from their Bank accounis.

Small and Medium
Enterprise (SME)
Business

The number of branches at which the
SME was rolled out increased from 7
o 21. A total of 588 customers
attended toolkit training compared to
132 in the previous year. Under the
program  customers  enjoy  loans
known as ‘Bidii® and free advisory
services in the form of seminars. By
31 December 2006 ‘Budil' loans
amounted to Tshs, 7.6  hillion
compared 1o Tshs, 738 million as of
31 December 2005,



Future Developments

This is the fourth year of the Bank's 5 —year Strategic Business plan. Futare focus will continue to be on retail banking by offering
quality products and services through betier use of e-banking delivery channels and enhancemenis to the Bank's technological
platform. The Bank will continue to offer customized banking services to corporate and institutional customers as well &s take
measures to improve risk management. The challenge abead is building capacity and infrastrocture for provision of services to small
and medium cusiomers,

Financial Results

Profit befose tax for year 2006 compansd to year 2005 increased by 57% from Tshs, 24,4 billion in 2005 10 Tshs. 38,4 billion in 2006,
et profit for the year transferred o the revenee reserve increased from Tshs, 18.7 billion to Tshs, 26.5 billion, which is an increase
of 42%, As in year 20035, the increase in income resulted from increased volumes in loans and overdrafls, treasury investments, and
fee based iransactions.

Dividend

The Directors will recommend to the Anmueal General Meeting a dividend payment of 17% or Tshs 17 per share. The total amount
of dividend to be recommended is Tshs. 2,102,332 200.

Issues of Bonus Shares

The Direstors will recommend 1o the Anmual General Meeting a bonus share of one share for every one held subject to changes in
the Bank’s Articles of Associstion to increase the Authorized Share Capital. Total bones issue shall be 123,666,600 shares worth
Tshs 12,366,660,000

Share Capital and Reserves

During the year, there were no changes on the issued and paid vp capital of the Bank. At the end of the year the Bank had
123,666,600 isseed and fully puid wp ondinary shares,

CRIOR Bk momwal rport 2006 41 ]



Directors

The following directors served during the vear:

Name Puosition Nationality
Mr. Martin Mmari Chairman Tanzanian
Dr. Sylvia Temu Member Tanzanian
Ms. Joyce Lubanga Member Tanzanian
M. Lydia Joachim Member Tanzanian
Mr. Abed Mwasajone Member Tanzanian
M, Ally Laay Member Tanzanian
Mr. Bede Lyimo Member Tanzanian
Mr. Boniface Muhegi Member Tanzanian
M. Joseph Kahungwa Member Tanzanian
Mr. Joseph C. Machange Meimber Tanzatian
Mr. Kai Kristoffersen Member Danish

Dir. Charles Kimei Managing Dhrector -ex-officio Tanzanian
M. Jens e Pedersen Deputy Managing Director -ex-officio Dranish

At the Annual General Mecting held on 24th June 2006, Ms. Joyee Luhanga elected by the group of sharcholders with 1% or more
of the Bank's Share Capital and Mr. Joseph Kahungwa from Sharcholders with less than 1% of the Bank's share Capital retired. Both
stood for re clection. Mz, Joyce Luhanga was re clected and Mr. Joseph Machange was elected by shareholbders with less than 1%,

Directors Interests
Directors” interests in the shares of the Bank for the year are summarized below!

X =

Name Nowof % No.of %
| Mr. Martin Mmari 54,000 i} 54,000 0.04.
Ms. Joyce Luhanga 3,000 :nﬁ 3,000 < 0.01
 Mirs. Lydia Joachim 53,250 0,04 42,000 | 003
M, Abed Mwasajone 40,800 0.03 40,500 0.03,
M. Ally Laay 36,000 0.03 36,000 0.03
M. Mubegi 89,160 0.07 32,500 0.03
D, Charles Kimei 24,900 002 24900 002
 Mr. Joseph Kahungwa 101,1 0.08 100,100 0.08
M. Joseph C. Machange 6,750 = u.nﬂ MiA NIA

Remuneration of Directors

All Directors except the 2 ex-officio members were non-executive. Non-executive Directors were remunerated as approved by the
last Annual General Meeting. Total fees paid for the year were Tshs, 159,468,750,
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Significant Shareholding

The Bank's Articles of Association recognize two categories of shareholders, namely sharebobders holding less than 1% and
shareholders holding 1% or more of the total paid wp shares. As at the end of year, the sharcholdings of these two groups were as
Tollows:

Sharcholder group No. of shares % |

2006 2005 2006 nq
1% and above group 66,714,200 66,909,935 539 su|
Less than 1% group 56,952,400 56,756,665 46.1 45.9|
Total 123,666,600 123,666,600 100 luu.q

Shareholders holding 1% or maore of the toal shares considered as substantial are as listed hereunder:

o of tots] shares Mo of shases | of total shane

30.0
6.1

27
13
21
18
12
1.1
1.1
1.0

Related Party Transactions

M5 Guardian Limited, a member of group of companies of IPP Lid which holds 5.6% of the Bank"s shares fully repaid its Bank debt.
Mr. Joseph Kahungwa, o former director, had an overdraft facility with a limit of Tshs. 15 million and an outstanding balance of Tshs,
12.5 million as at the end of the year, compired 1o an outstanding of Tshs, 5.3 million in year 2005,

All ransactions with shareholders, Directors, employees and their related parties were conducted on an arm’s length basis and in
accordance with the provisions of the Banking and Financial Institutions Act 2006 and regulatory authorities,



Employee Welfare

As at December 2006 the Bank had 997 employees out of
whom 634 were males and 366 females, The annual growth in
staffing was 17% when compared with the year 2005, This is in
keeping with the overall growth of the Bank and its outlets, At
management level, 23% were female. The Bank 15 an equal
opportunity employer and gives disabled persons epportunities
for those vacancies that they are able o fill.

Unlike previous years, the Bank focused on ectivities that
gencrate more awareness on HIV/AIDS among staff members,
with emphasis on preventive strategies and education against
the pandemic.

Corporate Social Responsibility

The Bank continued to provide direct support to non-banking
areas, The focus continued to be on education, youth and health
activities. Supporting schools countrywide was the centre of
potivities in celebrating the Bank's 10th anmiversary. Fifteen
(15) primary and secondary schools countrywide benefited
from this programme, with the University of Dar es Salaam
receiving Tshs 100 million support to build a lecture theatre,

Staff participated in community activities through financial and
material donations, On World AIDS Day staff donated food,
clothing and money to Orphanage Centres.

Auditors

The Annual General Meeting held on 24 June 2006 appointed
Dieloitte & Touche as auditors of the Bank for the year under
rEview.

Acknowledgement

The Board wishes wo thank the management and all employees
whe in the face of adversity have shown exemplary courage,
dignity, solicdarity and excellent performance dunng the vesr,
The Board also wishes o express its appreciation 1o the
cusiommers, shareholders and Branch Advisery Board Members
of the Bank for their fidelity, trust and support during the period
without which these resulis would not have been schieved,
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Directors’ Statement on Corporate
Governance for the Year Ended 31 De-
cember 2006

The Directors conzider corporate governance as a key o good
performance of the Bank. In view of this, the Directors contin-
wed o strengthen good governance system by reviewing
policies in the areas of the Beard and Board commitiees” activi-
ties and general management of the Bank. Board and commit-
tees guidelines were reviewed dusing the year as well as
policies on risk management.

Board Structure

The Board comprises of 12 Direciors out of whom 10 are non-
exgculive. A non-executive chairman, who is elected by Direc-
tors every year, leads the Board. OF the 10 non-executive Direc-
tors, DANIDA Investment Fund appoints three Direciors while
the rest are elected af the Annual General Meeting.

Board and Board Committee Meetings

The Board holds & minimum of cight meetings per year. One of
the meetings is devoted to the review and development of the
Bank's business strategy. The committees meet at a minimum
of four times a year,

Committees

Ag 31 December 2006 the Board had theee committecs. The
three commitises are the Aodit Committee, the Governance and
Risk Management committee and the Credit Committee. The
Committee charters approved by the Board govern activities of
all committecs.

Audit Committee
Mame Position

Mir. Abed Mwasajone Chairman {Aug-Dec)

Mir. Joseph Kahungwa Chairman (Jan-June)
D Sylvia Temn Member

Mr. Ally Laay Member

Mr. Joszph Machange Member  (Oct-Dec)
Mr. Kni Eristoffersen Member

The commitiee held five meetings doring the year. The external
Auditor was invited and attended two of the meetings. The
Managing Director, Deputy Managing Director, Dircctor of
Finance and the Direcior of Internal Audit panticipated in all
mectings.

Governance and Risk Management
Committee

Name Poaition
Mr. Martin Mmari Chairman
Mz, Joyee Luhanga Member
Mr. Boniface Muhegi Member
Mr. Kai Kristoffersen Member
Dir. Sylvia Temo Member

The committee met five times during the year. The Managing
Director, the Depoty Managing Director and Risk Manager
participated in the meetings.

Credit Committee

MName Poaition
Mr. Martin Mmari Chairman
Ms. Joyee Luhanga Member
Mirs. Lydia Joachim Member
Mr. Bede Lyimo Member
Mr. Ally Laay Membes

The committes met eleven times during the year. The Manag-
ing Director, the Depoty Managing Director and the Director of
Credit participated in the mectings.

Appointment of Directors

The Board reviews applications from candidates for board
membership in conformity with the Banking and Financial
Ingtitotion Act and the Bank's Articles of Association. The
Bank’s Anticles of Association provide that Sharcholders
having 1% or more shares of the paid up share capital are
entitled to jointdy elect one board member for every 1009 shares
held. DANIDA Investment Fund appoints three directors.
Shareholders having shares leas than 1% of the paid up shane
capital through their branch proxy elect the remaining number
of Board members.

Induction and Training

The Directors undergo an ofientation program to expose them
to the Bank documentation, activities and governance matters.
Director  development and training is tailored to meet
individual requirements.

The Directors attended training during the vear on assets and
lizbilities manzgement and risk management. Directors were
also exposed to pew developments that had impact on their
fiduciary obligations, which included legal matters, and Bank's
OpeFations.
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Directors Performance Evaluation

The Board charter requires that the Directors evaluate group
and individoal performance each year. Each commitiee also
conducts its evaluation yearly. Areas of weakness are noted and
results are wsed for performance improvement in the coming
VAL

Shareholder Relations

The Bank issued two newsletiers io the shareholders providing
them information on the Bank's share trading performance,
financial performance, frequently asked questions and produocts
and services offered by the Bank.

Branch shareholders meetings were held in Apeil in al
branches during which the Bank and branch performance was
the major agenda, [ssues raised in the meeting were presented
at the Annual General Meeting for consideration and feedback.
Branch Advisory Board meetings were held four times during
the year. [ssues or recommendations raised in the meetings
ware presented to the Board for consideration and feedback.
Board resolution on the issoes were sent back to the Branch
Advisory Board for information.
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Relationship with External Auditors

The Audit Committee and the Board held moectings with the
External Aunditors to discuss the terms of engagement of the
Anditors and the results of the year 2006 audit.

The Annual General Meeting
The Annual General Meeting was held on 24 June 2006 in

Arusha during which the standing agenda as provided in the
Articles of Association was presenicd and transacted.

o W -

CHAIRMAMN DIRECTOR

DATE DATE



sta ent of

1recto S
responsibilities

The Companies Act 2002 requires the Directors to prepire financial statements for each financial year which give a troe and fair view
of the state of affairs of the Bank as at the end of the financial year and of the operating resalts of the Bank for that year. It also
requires the Directors to ensure that the Bank keeps proper accounting records which disclose with reasonable sccuracy at any time
the financial position of the Bank. They are also responsible for safeguarding the assets of the Bank.

The Directors are responsible for the preparation and fair presentation of these financial statements in accordance with International
Fmancial Reporting Standards, This responsibility incledes: designing, implementing and maimtaining intermal controls relevant to
the preparation and fair presentation of financial statements that are free from material misstatement, whether due to fraud or eor,
selecting and applying appropriate accounting policies, and making accounting estimates that are reasonable in the circumstances.
The Directors accept responsibility for the annual financial statements, which have been prepared using appropriate accounting
policies supporied by reasonable and prodent judgments and estimates, in conformity with International Financial Reporting
Standards and in the manner required by the Companies Act 2002, The Directors are of the opinion that the financial statements give
a true and fair view of the state of the financial affairs of the Bank and of its operating results, The Directors further acospt responsi-
bility for the maintenance of accounting records which may be relied upon in the preparation of financial statements, as well as
adequate systems of internal financial control.

Mothing has come to the atiention of the Directors to indicate that the Bank will not remain a going concern for at least the next
twelve months from the date of this statement.

== o -

CHAIRMAM DIRECTOR

DATE DATE



Report of the .
independent auditors

We have audited the financial staternents of CRDE Bank Limited set out on pages 49 to 73 which comprise the balance sheet as at 31
[recember 2006, the income statement, statement of changes in equity and cash flow statement for the year then ended, together with
the summury of significant sccounting policies and other explanatory notes, and have obtained all the information and explanations
which, to the best of our knowledge and belief, were necessary for the purposes of our audit.

Respective responsibilities of directors and auditors

The bank"s direciors are responsible for the preparation and fair presentation of these financial statements in accordance with Interna-
tional Financial Reporting Standards and the provisions of the Tanzanian Companies Act 2002, This responsibility includes: design-
ing. implementing and mainiaining internal control relevant to the preparation and fair preseniation of financial statements that are
free from material misstatement, whether due to fravd or error, selecting and applying approgriate accounting policies, and making
accounting estimaies that are reasonable in the circumstances. Our responsibility is to express an opinien on these financial statements
based on our andit.

Basis of opinion

We conducted our audit in accordance with International Standards on Auditing. Those standards require that we comply with ethical
requirements and plan and perform the audit to obiain reasonable assurance as to whether the financial statements are free from mate-
rial misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The
procedures selected depend on our judgment and include an assessment of the risks of material misstatement of the financial
statements, whether due to fraud or ermor. In making those risk assessments, we considered internal controls relevant to the entity's
preparation and fair presentation of the financial statements in order io design audit procedures that are appropriate in the circum-
stances, but not for the purpose of expressing an opinion on the effectiveness of the entity's internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made by directors, as well
as evaluating the overall presentation of the financial statements.

We believe that our audit provides a reasonable basis for our opinion.
Opinion

In pur opinion, proper books of sccount have been kept by the bank and the financial statements, which are in agreement thesewith,
give a troe and fair view of the state of affairs of the bank at 31 December 20046 and of its profit and cash flows for the year then ended
in accordance with International Financial Reporting Standards and comply with the Tanzanian Companies Act 2002,

Mm— + TD-N.--LI.—.Q_

Deboitie & Touche
Certified Public Accountants (T )

March 2007

Dear es Salanm
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alance sh
b as at 3(%%13‘SCGIICIE£I' 2006

Tate 2006 2005
TShs, ‘000 TShs. 000
‘Cagh and balsnces with Bank of Q 99,797,599 B9.910,346
‘Tanzania
Deposits and balances with other banks 10 175 485,372 184 518,122
‘Government securiiics 11 163,714, R&0 27,02, 528
Onber securities 12 B35 1,405 11.353,462 |
Awgilable for sale investmenis 13 528,158 -
Loans and sdvances 14 405,771,642 201,936,675
Orther assets 15 31,914,186 27 6l TID
Lessed premises refurbishment 16 1,623,135 1,428,734
nssets 17 1,021,291 1,125,676
Property and edqui prvent 18 5469, 38T 7,368,435
Non cusment assets held for sale 19 497
Difierred tan ssset 7 FH6,426 1,904, M5
TOTAL ASSETS ) 744,612, 162
LIABILITIES
Customer deposits 20 31,530,720 656,175,520
Dizposits and balonces due to other
banks 21 6,318,250 9,171,617
| Oither Habilitics 32 27,107,171 29,270,398
Tuxation payable 23 339,253 1,843,129
Subardinated loan capital 24 2,01 6,000 2,00 6,000
 Assel grants L] 477,242 676, 840 |
DANTDA grant 25 1,108,582 6R 1,933
B2, 807,227 699,83 5 446
SHAREHOLDERS' FUNDS
Share capital 28 12366660 12,3616, 560
Revenue reserve 56,525 684 12 810,164
Statulory reserve 513,367 {400, 108 §
TOTAL SHAREHOLDERS' FUNDS 63,405,711 44 776,716
TOTAL LIABILITIES AND
SHAREHOLDERS' FUNDS B98,302,938 T44,612,162

The financial statements on pages 49 to 73 were approved by the hoard of directors for issue on 15th March, 2007

and signed on its behalf by;
s U W Sy



statement of changes in eqlljuty
for the year ended 31 decem 006

Share capital Revenud réserve Btatwiory reserve Propesed dividend Tatal
Tshs ‘0 Tshs 00D Tshs ‘000 Tshs DB Tahs * 000
Ar | Jamasary 200%
= s previoushy steted 12,366,660 14,361,616 (631,66T) 14R3909 27,580,608
Prior yeor adjustmenst * = {63 1,66T) 31,667
AL | Tanugry 2005
= As restated 12,566,660 13,735 545 . 1,483,550 27,580,608
Nt profit for the year - 18,680,107 - - 18,680,107
Drividesd pald o - - {1,4%3,599) [1,483,999)
AL 3] December 2005 12,366,550 32410056 - - 44, 776,716
AL | Diswsary 2006
= s previously steted 12,366 66 32.R10,164 (400, 108) - a4, T8, Tid
Prior year adjustmens * = (400, 108) 400,104 =
Al Jasigary 2006
= As restated 12 36 S 2410056 B = 44, 118, 71t
et profil for the year = 26,463,994 = = 26,483,594
Statutory provision™® - (513367 513367 -
Paymeess of dividend 1,854,999 . - (1,654,995
At 31 December 2006 12,356,660 56,525 684 513,367 - 68,405,711

* The prior year adjustment relates to the elimination of the negative statutory reserve, The adjustment
only affects the components of equity and bas no effect on the income statement.

*#Statutory provision represents the surplus of loan provision computed as per the Bank of Tanzania

regulations over the impairment of loans and advances as per International Financial Reporting
Standards.
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cafsh flow sta,tﬁlllgnt

or the year ende

MNote
OFERATING ACTTVITIES
Cash (used in)igenersted from operations J0a)
Taxathon pabd
Met cash {used in) pencrated from operating activitles
INVESTING ACTTVITIES
Purchase of quoted ghares
Procesds on disposal of quoted shares
Purchase of property and equiprment
Procesds on disposal of equdpment
Dividends recesved
Refurbishment costs
Met cash nsed in investing sctivithes

FINANCING ACTIVITIES
Dividends pad

Met cagh nsad in finencing activithes

NET (DECREASE)NTNCREASE IN CASH AND CASH
EQUIVALENTS

CASH AMD CASH EQUIVALENTS AT 1 JANUARY

CASH AND CASH EQUIVALENTS AT 31 DECEMBER by

5 (RN Bank oo mpert S006

ecember 2006

2006 2005

Tshs e Tshs “000
(5.440,025) 124,852 458
(12,147 074) (6.736,128)
(17,587 .099) 1180963573
(616.000) =
105,964 1,500,000
(4.373.834) (3.060,033)
135,700 261,607
65,227 -
(1,235.409) (1030872
(3,908 440) (4329, 208)
(1,805 907) (1,381, 288)
(1,B05.907) {1381, 288)
(25.311,446) 112,385,787
165,568,658 157,182.911
144257252 169 568 698




notes to the financial statements
for the year ended 31 december 200

1. ACCOUNTING POLICIES

The financial statements have been prepared in accordance with International Financial Reponing Standards (IFRS). Princi-
pal scopunting policies sdopted which remain unchanged are as set out below

Adoption of new and revised international financial reporting standards

At the date of suthorisation of these financial siatements, the following standards and interpretations were in issue bat not yet
effiective:

* IFRS 7: Financial Instraments Discloseres

* [FRS B: Operating Segments

* IFRICT: Applying the Restatement Approach under TAS 29; Financial Reparting in Hyperinflationary Economies.

* IFRIC 8: Scope of TFRS 2

* IFRIC 9:Reassessment of Embedded Derivatives

# [FRIC 10): Interim Financial Reporting and Impairment

+ IFRIC 11: IFRS 2 Group and Treasury Share Transactions

* TFRIC 12: Service Concession Arrangements

The adoption of these standards interpretations, when effective, will have no material impact on the financial statements of
the Bank.

Basis of accounting

The Bank prepares its financial statements under the historical cost convention, modified to inclade the revaluation of cenain
financial instrumeants.

Revenue recognifion

Interest income includes and is recopnised on a time basis by reference to the principal outstanding and at the effective
interest rate applicable.

Fees and commission income are recognised at the time of affecting the transactions.

Taxation
Income Tax expense represents the sum of the current tax payahle and the defesred taxation.

Current taxation is provided on the hasis of the results for the year, a8 shown in the financial statements, adjosted in
Dieferred tax is provided, using the liability method, for all temporary differences arising between the tax bases of assets and
liabilitics and their carrying amounts in the financial statements. Currently enacted tax rates are used to determine defesred
am,

A deferred tax asset is recognized to the extent that it is probable that future taxable profits will be availzble against which
the unsed tax credits can be otilized.



Originated loans and provision for loan impairments

Loans and advances are recognised when cash is advanced to bormowers. They are categorised as originated loans and carried
at amortised cost.

Provisions for loan impairment are established if there is objective evidence that the bank will not be able to collect all
amounts due according to the original contractual terms of the loans. The amount of the provision is the difference between
the carrying amount and the recoverable amount, being the present value of expected cash flows, including amounts
recoverable from guarantees and collateral, discounted at the original effective interest rate of loans.

‘When a loan is deemed uncollectible, it is written off against the related provision for Impairment losses. Subseguent
recoveries are credited to the provision for impairment losses in the profit and loss account. If the amount of the impairment
subsequently decreases due to an event occarring after the write-down, the release of the provision is credited to the provision
for impairment losses in the profit and loss account.

Financial insiruments

A financial asset or liability is recognised when the Bank becomes party to the comtractoal provisions of the instrament.
The Bank classifies its financial assets into the following categories: Financial assets at fair valoe through profit or boss; loans,
advances and receivables; held- to- maturity investments; and available-for-sale assers, Management determines the appro-
priate classification of its investmenis at inftial recognition,

Financial assets af fair value throagh profit or loss

This category has two sub-categories: Financial assets held for trading and these designated at fair value through profitor loss
at inception. A financial asset is classified in this category if acquired principally for the purpose of selling in the short term
or if so designated by management, Derivatives are also categorised as held for irading,

Held to matarity

Held-to-marurity investments are non-derivative financial assets with fixed or determinable payments and fixed maturities
that management has the positive intention and ability 1o hold 1o maturity. Where a sale occors other than an insignificant
amount of held-to-maturity assets, the entire category would be tainted and classified as available for sale.

Governmenl securities comprise treasury bills and treasury bonds, which are ded securities. issued by the Government of
Tanzania, Treasury bills and bonds are classified as held w matarity and ane stated at amonised cost,

Avgilable-for-sale financial assers

Financial asscis that are not (a) financial assets at fair valoe through profit or loss, (b) loans, advances and receivables, or (c)
financial assets held to matority.

Financial assets are initially recognised at fair value plus transaction costs for all financial sssets not carried at fair value
through profit or loss. Financial assets are derecognised when the rights to receive cash flows: from the financial assets have
cxpired or where the company has transferred substantially all risks and rewards of ownership.

Available-for-sale finamcial assets and financial assets at fair value through profit or loss are subsequently carried at fair
valoe, Loans, advances and receivables and held-to-matarity investments are carried at amortised cost using the effective
interest method. Gains and losses arising from changes in the fair valee of “financial assets at fair valee throogh profit or loes™
are included in the income statement in the period in which they arise. Gains and losses arising from changes in the fair value
of available-for-sale financial assets are recopnized directly in equity, until the financial asset is derecognised or impaired, at
which time the cumuolative gain or loss previously recognised in equity is recognised in the income statement. Dividends on
available-for-sale equity instruments are recognised in the income statement when the Bank's right o receive payment is
catablished.

Fair valoes of guoted investments in active markets are based on quoted bid prices. Equity securities for which fair values
cannot be measured reliably are measured at cost less impairment.
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Frpairment and uncollectability of financial asseis

Al each balance sheet daie, all financial assets are subject to review for impairment.

If it is probable that the Bank will not be able 1o collect all amounts due (principal and interest) according to the contractual
terms of loans, receivables, or held-to-maturity invesiments carried al amortised cost, an impairment loss has occurmed, The
amount of the loss is the difference between the asset's carrying amount and the present vidve of expected future cash fows
discounied at the financial instrument’s original effective interest rate (recoverable amount). The carrying amount of the asset
is reduced 1o its estimaled recoverable amount. The emount of the loss incurmed is included in income stalement for the

period.

If & loss on a financial asset carried @ fuir value (recoverable amount 15 below original acquisition cost) has been recognised
direcily in equity and there is objective evidence that the xssei is impadred, the comulative et loss that had been recognised
directly in equity is removed from equity and recognised in the income statement for the period even though the financial
asset has not been derecognised,

Financial Kabiliies
After initial recognition, the Bank measures all financial hiabilities inchuding costomer deposiis other than liabilities held for

trading at amortised cost, Liabilities held for trading (financial liabilities acquired principally for the purpose of generating a
profit from short-term floctuations in price or dealer's margin} are subsequently measured at their fair values,

Property and equipment

Property and equipment are staded ai cosi less accumulated depreciation and accumulated impairment losses o be reviewed
anmally.

Depreciation is calculated on & strajght line basis al annual rates estimated 1o write off the cost of property and exuipment
over their expected useful lives, on the following bases:

Bank buildings 20 yrs

Computer equipment { Including smart card equipment) Sym

Motor vehicles 4 yra

Office Equipment Jym

Furniture and fittings Sym
Intangible assets-compulter soffware cosiy

Costs incurred on computer software are initially sccounted for at cost as intangible assets and subsequently at cost less any
accumulated amortization and accumulated impairment Josses.

Amortization is calculated on a straight line basis over the estimated useful lives and useful life not exceeding a period of 5
YEArs,

Tmpairment of tangible and intangible assets

At each balance sheet date, the Bank reviews the carrying amounts of its tangible and intangible assets to determine whether
there is any indication that those assets have suffered an impairment loss. If any such indication exists, the recoverable
amount of the asset is estimated in order to determine the extent of the impairment loss (if any). Where it is not possible to
estimate the recoverable amount of an individual asset, the Bank estimates the recoverable amount of the cash geperating unit
o which the asset belongs.

Statutory non-distribuatable reserve

IAS 39 requires the Bank to recognise an impairment loss when there is objective evidence that loans and advances are
impained, However, Bank of Tanzania prudential guidelines require the Bank to set aside amounts for imjairment losses on
loans and advances in addition o those losses that have been recognised under TAS 39, Any such amounts set aside represent
appropriations of retained earmings and not expentes in determining profit or loss. These amounts are dealt with in the
slatuiory reserve,
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Foreign currency translation

Liahilities and assets denominated in foreign currencies ane translated into Tanzanian shillings at the rates of exchange ruling
on the balamce sheet date. Transactions during the year in foreign currencies are translated st rates ruling at the dates of the
transactions. The resulting exchange differences are dealt with in the income statement.

Retiremeni benefits

The Bank's contributions in respect of retirement benefit costs are charged to the income statement in the year to which they
relate. The Bank makes contributions to Mational Social Security Fund and Parastatal Pension Pund, statutory defined contri-
bution pension schemes. The Bank's obligations under the schemes ane limited to specific contributions legislated from time
o time.

Leasehold land

Payments to acquire keaschold interest in land are treated as prepaid operating lease rentals
and amartized over the period of the lease.

Amartization of leased premises refurbished

Leased premises refurbishment represents costs incorred by the Bank in refurbishment of leased banking premises. The costs
are amostized over a period of three years from the year the costs are incormed.

(Grants

Grants related to assets ane treated as deferred income and released to the income statement over the expected useful lives of
the msets concerned,

Grants towards improvement of Bank's processes are recogmzed s income aver the periods necessary to mateh them with
the related costs,

Offserting

Fimancial sssets and liabilities are offsct and the net amount reported in the balance sheet when there is a legally enforceable
right 1o set off the recogmized amounts and there is an intention to settle on a net basis, or realized the asset and settle the
linbality simultancously.,

Cash and cash equivalents

For the purpose of cash flow statement, cash and cash equivalents comprise cash, short term liquid investments which are
readily convertible info known amounts of cash and which are within three months maturity from the date of acquisition,
balances with Bank of Tanzania (exchuding the Stutory Minimum Reserve) and balances with other banks with maturity of
less than three months, less advances from other banks repayable within three months from the date of the advance.
Entitlements to annual leave are recognized when they accrue to employees, Provision is made for the estimated lability in
respect of annual leave accrued on the balance sheet date.

Contingent Habilities

Letters of credits, acceptances and guarantees are gencrally written by the Bank to support performance of the customer to
third parties. The bank will only be required to meet these obligations in the event of the customer's default. These obligations
are accounted for as off balance sheet transactions and disclosed as contingent lishilities.

Comparatives

‘Where necessary, comparative figures have been adjusted to conform with changes in presentation in the current year.
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Dividends

Dividends payable on ordinary shares are charged to retained eamings in the period in which they are declared. Dividends
declared after the balance sheet date 1s not recognized as liabilitics at the balance sheet dage,

Diviends receivable are recogrised 1o income upon notification of declarstion of the dividends of investes companies,

Significant Accounting Estimate and Judgements in Applying the Accounting
Policies

Impairment lozzes on loan and advances

The Bank reviews its loan portfolios to assess impairment regularly. In determining whether an impairment loss should be
recorded in the income statement, the Bank makes judgements as to whether there is any observable data indicating that there
is & measurable decrease in the estimated future cash flows from a portfolio of loans, before a decrease can be identified with
an individoal loan in that portfolio. This evidence may include observable data indicating that there has been an adverse
change in the payment status of borrowers in a Bank, or national or lecal economic conditions that correlate with defaukts on
assets in the Bank. Management uses estimates baged on historical loss experience for assets with credit risk characteristics
and ohjective evidence of impairment similar to those in the portfolio when scheduling its foture cash flows.

The methodology and assumptions used for estimating both the amoont and timing of futwre cash flows are reviewed
regularly to reduce any differences between loss estimates and actual loss experience.

Held to murfurily investmenis

The Bank follows the guidance of LAS 39 on classifying non-derivative financial asscts with fined or determinable payments
and fixed matority a8 held-to-matority. This clzesification requires significant judgment. In making this judgment, the Bank
cvaluates its intention and ability to hold such investment to maturity. If the Bank fails to keep these investments to maturity
other than for the specific circomstances — for example, selling an insignificant amount close to maturity — it will be required
to reclassify the entire class as available for sale. The investments would therefore be measured at fair value not amortised
cOsk

Property, plant and eguiprent

Critical estimates are made by the Directors in determining the useful lives of property, plant and equipment as well as their
residual valoes.

2. INTEREST INCOME

2006 2005

Tshs “004) Tshs “004)

Term loans 18,102,351 Q510,678
Owverdrafis 16,555, 400 8,187,068
Mostro accounts (Placement) 601,540 3,746,091
Bank placements 7,736,937 1.027 (50
Treasury bills 15,929 980 12,391 636
Private bonds #55,356 955 685
Treasury bonds 3,605,616 3,035,074
Government bonds 3.063,901 3.070,683

66,451,081 41,925 465




3. INTEREST EXPENSE

20z 2005

Tshs *({M) Tshs *({M)

Demand deposits 473,073 1,016,299
Saving deposits 3,337,260 2,657,660
Fixed deposits 9,049 903 4,043,119
Commission on Nostro transactions 3258100 18,477
Loans and other facilitics 653,423 418,659
13839479 8,194,223

4, FEES AND COMMISSION INCOME

Commission income B233992 5,895,280
Fees and other charges 11,533,632 BAS18.696

19,767,624 14,413,985

3.  OTHER OPERATING INCOME

Exchange gain — trading 7,154,894 7,377.361
Exchange loss — revaluation (351,991) (191 058)
Rental income T3R5 42817
FOCF grant income (note 25) 199,598 339,936
DAMIDA grant income (note 26} 280,957 445,621
DAMNIDA capital assistance - 28451
Dividends receivable 65,227 -
Profit on disposal of property and eguipment 133,563 166,074

7,384,533 8,209,202

6.  OPERATING EXPENSES

Staff costs (note T) 18,547,047 13,951,031
Commission expense 122,613 491,708
Directors” fees 159 465 129,000
Audit fees 115,855 105,372
Depreciation and amortizetion of intangible assets 2,365,637 1,917.984
Amortization of keased premises refurbished 1,040,558 954474
Otther expenses 16,999,473 12,395,063

39,350,692 29,947 632

7. STAFF COSTS

Salaries and allowances 11,572,108 8,765316
Staff rrafning 1,629,516 1,172,135
PPF and MSSF contribution 1,540,030 1,106,393
Post - employment benefits 635,336 491,309
Leave pay 134,331 113,742
Medical expenses 610,091 585,687
Others 2416629 1,716,449

18,547 047 13,951,031

Total number of emplovess &t 31 December 2006 was 997 (2005 — 851)



8. TAXATION

2 2005
(a) Tax expense Tas ‘000 Tihs 000
Current taxation:
Based on the taxable profit for the year at 30% 10,643,198 7859843
Deferred taxation charge/(credit) 1,318,543 (2,150,363)
11,961,741 5,709 480
(b) Reconciliation of tax expense to the expected
tax based on accounting profit
Accounting profit before axation 38,445,735 24,389 589
Tax at the applicable rae of 30% 11,533,721 7,316,876
Netnax effect of expenses ol deductible for o imeome
taxed at bower rase) 4020 (1.607,396)
11,961,741 5,709,480

9, CASH AND BALANCES WITH BANK OF TANZANIA

Cash in hand 29,992,851 16,947,317

Balances with Bank of Tanzania:

- Stamtory Minimum Reserve 6,300,000 160,500,000

- Other balances 3,004,748 12,463,029
00,797,599 ED.010.346

The Bank is required to maintain minimom cash reserves of 10% of deposits with Bank of Tanzania (Statwtory Minimum
Reserve). Statutory Minimom Reserve is not available to finance the Bank s day to day operations and hence is excloded from
cash and cash equivalent for the purpose of cash flow statement (note 300,

10.  DEPOSITS AND BALANCES WITH OTHER BANKS

Placement with other banks- Foreign cumency 2006 2005
Maturing: Tshs *000 Tshs *000
Within 1 month 102 44,503 6,428,799
Within 1 to 3 months 41,574,085 56,237 581
Within 3 to 6 months 20,319,490 -
164,336,478 142 666,380
Placement with Other Banks- Local Currency
Matoring:
Within Imonth - 22,100,000
Within 1 to 3 months 1. 40,000 257479
Within 3 to 6 months - -
1. E40,000 22357 AT
Deposits with Local Banks - 633
Deposits with Forcign Banks- Nostros 8,865,225 19,152,367
Interest Receivable 441,619 741,263
175,485,322 184,918,122
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Deposits and balances with other banks totaling Tshs 154,724.213,000 (2005 — Tshs 184,176,85%,000) mature within three
months and form part of cash and cash equivalents for the purpose of cash flow statement (Note 30).

1. GOVERNMENT SECURITIES

Treasury bills 2006 2005
Maturing within: Tshs * Tshs (i)
30 days * 48,195,190 40,425 200
) days * 14,658 500 24727910
180 days 21,191,360 41,416,883
364 days 9,024 200 38,198 000
93,068,250 144,767 993
Interest receivable 5,384,932 6,627.373
98,454,182 151,395,366
Treasury bonds e -
Maturing within
2 years. 10,000,000 14,723,158
5 yoars. 11,720,298 11,958,228
10 years. 13,933,293 10,07 1969
35,653,591 36,753 385
Interest receivable 927,077 953 656
36,580,668 37,707,041
Government bonds
§ years 420,90 420,900
@ years. 4,000,900 4,000,500
10 years. 11,E00,000 11,799,655
12 years 11,688,952 11 245
27,920,752 27915300
Interest receivable 759,258 3
28,680,010 27,919,122
163,714,860 217,021,529

* Treasury bills worth Tshs 62,853 690,000 (2005 — Tshs 65,153,110,00(0) mature within three months and form part of cash
and cash equivalent fior the purpose of cash flow statement (note 30).

The effective interest rates at 31 December 2006 were: treasury bills - 12.41%; treasury bonds - 13.2%; and Government
beomds - 11%.

12. OTHER SECURITIES

EADB bonds

Maturing within & months 2,264,929 2,683 687
PTA bonds

Maturing after 5 years 5,866,142 4,547,005
BIDCO bonds

Maturing after 7 years - 3,322,812
Interest receivable 250,334 30,958

8,381,405 11,353,462

These bonds are stated at amortized cost. The weighted averape effective interest rate on other securities at 31 December
2006 was 9.29% (2005 - 9.5%).
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13, AVAILABLE FOR SALE INVESTMENTS

2006 s
Tshs ‘000 Tahs “(0H)
Imvestment in shares quoted at Dar es Salaam Exchange 528,188 -

14.  LOANS AND ADVANCES TO CUSTOMERS

{a) Loans and advances
Loans and advances to customers 393,614,392 195,884,790
Loans and advances to staff’ T.171,683 4467411
Interest recervable 2346410 4.299.190
409,132 485 20,651,300
Specific provision for bad and doubtfil
loans and advances {note 14(c)) (2,915357) (2,714,725)
InteTest in suspense (445, 486) -
(3,360,843) (2,714,725)
Met loans and advances
4U5.'?']’1i|542 zul.ﬂﬂ&ﬁ?s

The effective interest rate on loans and advances to costumers was 14.45 %

(B) Analysis of advances to customers by maturity

Maturing

‘Within one year 268,601, D) 129,317,000
Between one year and three years 48,871,000 29 B0, 000
Orver three years 88,200 642 42,811,675

405,771,642 201,936,675
{c) Movement of provision for bad and doubtful debts

At the beginning of the year 2,714,725 1,541,289
Met increase 200,632 1,173,436
At the end of the year 2015357 2,714,725

{d)  Bad and doubtful debts

Inerease in provision on loans and

advances { note 14{c)) 20,632 1,173,436

Inerease in impairment losses on

other assets (notel 5} 408308 81,668

Bad debis charged off 3,024,462 1,711,677

Lt Sl N - GV

Charged to income statement 1,967,332 1,017,204

15. OTHER ASSETS

Chegques and items for clearance 27,251,559 24,984,145
Prepaymenis 1,224,774 042,262
Advance payment for capital items and software 341,793 647,903
Sundry debtors 1,361,504 670,622
Bills receivable 2353873 610,787
Less; Impairment losses on other assets (619,317) (211,000

31,914,186 27,644,710
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18,  PROPERTY AND EQUIFMENT

Emart
Matar M Mew Coom pu ter canl Securiiy Wark ln
Bl lings vehicles equipment  equipment  equipment  equipment  progress Tot al
Tahs “B Taka “0i Tehs “00E Tehs “00E Tehs “00d Tahs "0 Tahs "0 Tehs “10E
Cost
Al ] Jemuar y 200 5 2,TE6,30E 1,497,345 3,670,333 3,239.269 1,429,083 - = 12,622,338
Adlditions 4374 6 142,233 PERE 1T 1,436,554 #34,5 74 2499 53 = 4,151,580
Reelass ification - - 921938 (901578} (20,361) - - -
Disposals (220,169) {12,858 &) (26,973} - - - (2600205
At ] Jamary 2006 5,003,599 1, 726,68 2 5516115 3,774 245 e 1] 149953 - 16,513,E89
Additions 276,127 61,266 17372 £00, 454 THI A4S 123,035 283987 4,007,572
Dispasals = (1B4,3ET) (40,055, - - . . (224,47 8)
Tram sfer o mon current
sasets hald for sale - (1022637) (L3568 (2.037.385) 5 (5618987 )
Al 3] December 2006 3,579,736 £80,929 4,705,826 2246356 3,029,185 ITHLORT 253,787 14,768,796
D preciation
AL ] Jefuar y 200 5 175,494 1,307,338 2,098,079 2,93 6487 455,152 - - 7,683,550
Charge for the year 141,114 139,629 633,614 2MNE7T7 143,494 36,867 - 1,626,397
Omn diapasal (124,734} {1258 8) (26,87 T) - - - - (1644970
Eeslass ificatian = = 873,507 [RG6.3%1) [7:116) = =
At | Jamuary 2006 BLEM 1 454,081 35T0x 2341, TT3 241,532 I6,R6T = S 145 450
Charge for the year 159,139 175,074 B6L.9 60 430,512 1599 70 58,715 - 1,985,390
On digposal = (154,381} (37.95%) = = = - (222,341}
Trum sfer i0 mon current -
apeis held for sale - {1,016451) [(2,556,026) (2036.613) [5,608.0%0)
At 3] December 2006 1,051,013 428,322 1,847,208 735682 1,141,502 95,502 - 5300408
Kot bosk vala ¢
Al 3] December 2006 1,228,713 432,607 854,523 1,510,674 1,487,683 177,395 153,747 94603 4T
At 3] December 2005 2,011,735 272,601 1,936,792 1432472 1,401,764 213,085 - T 36H A%
19. NON CURRENT ASSETS HELD FOR SALE
Motor (ffice Computer
vehicles equipment equipment Total
Tshs “{ Tshs “00@ Tshs “000 Tshs *(Wy
Cost 1,022,637 2,558,565 2,037,385 5,618,587
Accurnulated depreciation (1016451) {2,556,026) (2,036,613) {5,509,090)
Net book value 6,186 2,539 172 D497
20. CUSTOMER DEPOSITS 2008 2008
Tshs “i) Tshs D
Current and demand accouants 329,787,357 2E5,534 BR4
Saving accounts 256,904 401 197,354 280
Time deposits 200,644, BT 170,749,362
Interest payable on deposits 4,194,002 2,537,003
T91,530,729 656,175,529
Analysis of customer deposits by matuvity:
Payable within 90 days T66,837, 369 647,441,529
Payable after 20 days and within onc yvear 24,247,137 6,197,000
Payable after one year 446 203 -
T91,530,729 636,175,529

The effective interest rate for customer deposits was 1.67%.



21. DEPOSITS AND BALANCES DUE TO OTHER BANKS

Dweposits from local banks
Loans from other banks

22, OTHER LIABILITIES

Bills payable *

dend m":le **
Dividend paya
Agcrsed

Crther 1inh1']mni'

2006
Tshs "0

6,318,250

6,318,250

2710717

2005
Tshis “000

8,013,367
1,158,250

9,171,617

25,430,329
1,291,717
231
1,777,841
448 280

29,270,398

* Bills payable represents bankers cheques issued to customers that have not yet been presented for payment.
**Diividend payable represents uncollected dividends for the years 1996, 1998, 2000, 2001, 2002, 2003, 2004

and 2005

23, TAXATION PAYABLE

Opening balance
Payments during the vear
Tax expense (note 8)

Closing balance
24. SUBORDINATED DEBT

Opening balance
Interest paid during the year
Interest payable

Closing balance

The
from 30 December 2005, when the debt shall fall due, Interest is payable yearly at o rate

25. ASSETS GRANT

At 1 January 2006
Grant regeived during the year
Credited to income statement

At 31 December 2006

mBmkmmmmnumenhEmwplmLimimdUK.wwwEn
ing mmtﬁammssumm i suppo
Deepening Fund (FDXCF). The contract expk

26. DANIDA GRANT

At 1 January
Grant received during the year
Credited to income sistement

At the end of the year

20 2005
Tshs “(M) Tshis “(HMD
1,843,129 739,411
(12,147,074) (6,756,125)
10,643,198 7,859,843
339,253 1,843,129
111 2005
Tsha “0iM Tishs “0iMd
2,016,000 1,920,000
{96,000) -
945,000 96,000
016000 __2016,000
subordinated debt from Damida Investment Fund (DIF) of Tshs 1,920,000,000 I'I:Il.hl.l'l‘:{'\: ?ih: 1% SEVETI VEArs
Fpa.
2006 2005
Tshs “(HH} Tshs ‘N
676,840 623,185
. 393,591
(199,598) (339,936)
Ll e ﬂ
a not Bmead-
it of the Smm(:atdmjm mﬁ. ﬂgml
on 31 March 2005,
2006 2005
Tshs 000 Tshs 000
681,933 806,876
T07 606 320,676
(280,557) {445,621)
1,108,563 581,933

invelves g

mwm_'l_h%lhayw. the Bank received Tshs 707,605,794 for support of Business Sector Program Support [T (BSPS

nance and S

ening the Bank in
program of the Bank.

re-rl'mnu and business processes. The program



27. DEFERRED TAXATION

2006 2005

The net deferred tax assed’ (lizhility), computed at the enacted rate Tihs *000 Tshs ‘000
of 30%, i attributable to the following items:
Accelerated capital allowance (821,051} 1,544,167
Orther movements 1407477 360,802

SBE6,426 1,904,969
Movement in deferred tax Nability is as follows:
Balance at 1 January 1,904 969 (243,394)
Income statement {charge)! credit (1,318,543) 2,150,363
Balance at 31 Diecember 386,426 1,904 969

28. SHARE CAPITAL

Authorized
200,000,000 ordinary Shares of Tehs 100 each 20,000, () 20,000, 6
Isswed and fully paid
123,666,600 ordinary shares of Tehs 100 each 12,366,660 12,366,660

29, REGULATORY CAPITAL

The Bank complied with minimom capital requirement as per sec 16 and 17 of the Banking and Financial Instinution
Act (2006) and the Bank of Tanzania capital adequacy regulations 2001,

The Bank's capital is computed in accordance with thess regulations, as follows:

20046 2005
Tshs “0400 Tshs *“000
Share capital 12,366,660 12,366,660
Revenue reserve 56,525 684 32,410,056
68,802 344 44 776,716

Less: Prepaid expense (1,244,744 (942, 260)
Caore capital { Tier 1) 67,647 600 43 834 456

Add: Supplementary capital (Tier 2)

Subordinated debt 1,920,000 1,920,000
69,567 600 45,754 456
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30. CASH GENERATED FROM OPERATIONS

(a)

ZiM
Tshs “(HM}
Profit before taxation 38,445,733
Adjusiment for:
Depreciation 1,985,300
Amortization of intangible assels 380,247

Amortization of leased pramises refurbishment 1,040,598
Profit on disposal of property snd equipments (133,563)

Profit on Sale of Listed shares [4,7E2)
Fair vahee gain on quoted shares (13,372)
Dividend receivesd (65,227)
41,635,006
Movement in working capital:
Increase in stalubory MINIMMeM Meserve {6, 300,000
(Increase)’ decrease in balances with other banks (20,31%,4590)
Decrease/ (increwse) in treasury bills 50,641,764
Decrease{increase) in treasury bonds
and other securities 3,337,542
Increase in loans and advances o cusiomers (203,834,967)
Increase in other assels (3,960,832)
Increase in customer deposiis 135,355,200
(Drecrenss) /| increase in other linbilities (2,212,319
(Decrense) ! increase in FDCF grant (199,508)
Increase / (decrease) in DANIDA grant 426,649
Met cash (used in)generated from operstions (5,440,025)

(b) Analysis of balances of cash and cash equivalents

20

Ths (M)

Cagh in hand 19,992 851
Balances with Bank of Tanzania 3004, 748
Balance with other banks 154,724,213
Treasury bills 62,853,690
Deposits and balances due to other banks (6,318,250)
244 257,252

31. DIVIDENDS

Reconciliation of profit before taxation to net cash used in operations

2005
Tshs 000
24,389,587

1,626,400
291,587
954,474

(166,074)
(100,000)

26,995,974

(24,000,000
1,845,486

(19,161,624)

{19,016,702)
(76,134,506)
{12,870,151)
230,049,180

17,244,583
25,203
(124,945)

124,852,498

2005
Tshs (W)

16,947,317
12,463,029
154,176,859
65,153,110

(B171,617)
269,568,698

In respect of the curment yvear, the Directors propose tht a total dividend of Tshs 2,10@,332,200. (2005 - Tshs
1,854,990,000) will be paid to sharcholders. This dividend is subject to approval by sharcholders at the Annual
General Mesting and, in ling with the provisions of Intermational Accounting Standard Ne 10, has not been

mcladed as a lisbility in these financial statements.
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32. CONTINGENT LIABILITIES

20005

Tshs “HH)

Guarantees and indermnities 10,395,669
Letters of credit 185,307,378
Travellers cheques 352,040
Outward foreign bills for collection (OFBC) 425,179

196,450,266

2005

Tshs “(HM}
5912017
22,230,194
330,242

28,472,453

Letters of eredit are commitments by the Bank to make payiments 1o thind parties, on production of agresd documents o behal

of customers and are reimbursed by the customer,

Cearantees and indemmities are generally writlen by the Bank to suppont performance by a customer 1o thind panies. The Bank
will odly be required o meet these oblgations in the event of the customer's delnalt.

Litigation

The Bank is, in the normal course of business, invalved in a number of court cases. The Bank has wken appropriaie legal steps
1o defend against the claims of court cases. The Bank has provided for the Habilities arsing oul of contractual obligations, No
other provisions are made awaiting the court ruling, a8 in the opinion of the Directors the potential lisbility is neither probable
nor quantifisble at the date of these fnancial statements,

33. COMMITMENTS

Commitmenis io exiend credit

Capital Commitments
Authorized and contracted for
Authorized not yet contracied for

Tshs 004
40,554, 00

2,356,304

2,THE30%

2005
Tshs “Di

43,050, (4K

1,253 246

1,253,246

Capital commitments suthorized and contracted are i respect of cosls for pelurbishment of Siagida, Kaharna, Vijans, Mlimani

City, Waterfront, Kilombero and Mkwawa University, Purchase of Generators,

Point of Sale and Automated Teller Machines, and scquisition of Biashara Consumers Services space al Azikiwe Branch.
Capiial commitments authorized but not yet contracted for relates o sequisition/construction of a Disasier Recovery Site and

Iiiternal audit sollware,

I4.CONCENTRATION OF ASSETS, LIABILITIES AND OFF BALANCE SHEET ITEMS
Details of significant concentrations of the banks assets, Labilities and off balance sheet flems by econoimic

sector ane as detailed below:
fa) Advances to customers (Gross)

Public sector
Agriculture fishing, forestry & hunting
Finance, insurance & business service
Mining & quarrying

Manufacturing

Real estate & construction
Transport & communication
Trade & commerce

Tourism, hotels & restaurants
Electricity, gas and water

Personal

Other

2006 T 2005 T

Tshs “000 Tshs “000
9.4932,151 3 53758504 4
98,904,443 4 45,008,450 22
27,140,964 7 21,353,884 10
3,533,959 - 64,250 -
61,486,351 15 38,682,529 19
25,379,739 f 19,484,997 10
25,488,871 f 12,613,168 f
45,135,009 13 24,361,830 12
11,494,736 3 6,483,997 3
62,719,916 15 10840,517 3
30,218,040 7 15,936,550 B
3,494,246 1 1,442,735 1

100

404,132,485

100 204,651,400




(b) Off balance sheet items (Letter of credit, guarantees, travelers cheques, and OFBC)

Agriculture fishing, forestry & hunting

Finance, imsurance & business service

Real estate & construction
Trade & commerce

2006 % 2005 g
Tshs “(Me) Tshs “)

1,073,132 1 5,550 s
159,937,806 1 285,709 1
5,888,115 3 1,581,153 6
9,579,623 5 9,558,800 34
19,701,550 10 16,741,241 59
196,480,266 100 28,472,453 100

35. RELATED PARTY TRANSACTIONS

Parties are considerad to be related if one party has the ability to control the other party or exercise significant mfluence over

the other party in making financial or operational decisions,

Advances to customers at 31 December 2006 include advances and loans to companies associnted with Directors,

M/'s Guardian Limited, & member of Bank of companies of IPP Ltd which holds 5.6% of the Bank's shares fully repaid its

Bank debt,

Mr. Joseph Kahungwa, a former director, had an overdraft facility with a mit of Tshs 15 million and an outstanding balance
of Tshs 12.4 million as at the end of the year, compared to an cutstanding of Tshs 5.3 million in year 2005,

The voliumes of related party transactions for the vear and the cutstanding amounts at the year end are

a5 follows:

Loans and advances;
At | Janaary

Advances during the year
and inderest charged

Repayment during
the year

At 31 December

Companies asvoctated Key manage ment
Comman directorship wilh direciors personnel

ik 25 111 25 106 2005

Tsh s “{Hy Tsh s “000 Tsh s “0iM Tsh s 000 T shes sk Tshs “iHM
#2180 11,400 1, 26,000 397,000 GBI, 000 190,000
21,018 o] 320,833 1,485 200 41,169 TR0
{13,826} (6,819) (1847433 {356,200 {107, 635) (289, 0000
12,472 5,280 A400 1,556,000 614,544 R H
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40. RISK MANAGEMENT POLICIES
The financial nsk management objectives and policies are as outlined below:
Credit Risk

The Banks credit risk is primarily attributable to its loans and sdvances, The amounts presented in the balance sheet are net of allow-
ances for doubtful advances, estimated by the Bank's management based on prior experience and their assessment of the current
BCONOTIG ENVIOnment.

The Bank structures the level of credit risk it undertakes by placing limits on amounts of risk sccepted in relation to one bormower or
a group of bormowers. Such risks are monitored on & revolving basis and are subject to annual or more frequent review.

Exposure o credit risk is managed through regular analysis of the ability of borrowers and potential borrowers to meet interest and
capital repayment obligations and by changing limits where appropriste, Exposure to credit risk is also managed in part by obtaining
collateral and corporate guaraniees,

The Bank has no significant concentration of credit risk, with exposure spread over a diversity of personal and commercial customers
s 5et out in note 34,

Interest Rate Risk

The Bank is exposed to the risk that the value of a financial instrument will fluctuate doe to changes in market inberest rate. Interest
rates on advances to customers including corporate bonds are either pegged to the Bank’s base lending rate or treasury bill rate. The
interest rates, therefore, fluctuate depending on the movement in the market interest rates. The Bank invests in fixed interest rate
instruments issued by the Government of Tanzania.

The Bank has the discretion to change the rates on deposits, loans and advances in line with changes in market trends. These measures
minimize the Bank's exposure to inberest rate nisk.

Liquidity Risk

The Bark is exposed to the risk that the Bank will encounter difficulty in raising funds to meet commitments associated with financial
instruments. Liquidity risk is addressed through the following measures:

* The Bank enters into lending contracts subject to availability of funds;

* The Bank has an aggressive strategy aimed at increasing the customer deposit base;

* The Bank borrows from the market through inter Bank transactions with other banks, pension funds and insurance companies for
short term liquidity reguirements;

* The Bank invests in short term liquid instruments which can easily be sold in the market when the need arises;

* Investments in property and equipment are properly budgeted for and done when the Bank has sufficient cash flows.
Currency Risk

The Bank 15 exposed to the risk that the value of a financial instrament will fluctuate due to changes in foreign exchange rates. The
Bank participates in the forsign currency market as a market moker and o market user. Foreign transactions and limits are reviewed
and approved by the Board. The Board through the assets and liability committee of the management ensures that any asseds and
liabilities in foreign curmency are managed appropriately.

Operational Risk

The Bank is exposed to operational risk which 15 associsted with human errors, system failures and insdequate procedures and
controls. The Bank ensures that there is an effective integraled operational risk management framewaork that incorporates & clearly
defined organizational structure, with defined roles and responsibilities for all aspects of operational nisk management and approgei-
ale 1ools that support the ientification, assessment, control and reporting of key risks

41. ASSETS PLEDGED AS SECURITY

As at 31 December 2006, there were no assets pledped by the Bank to secure liabilities and there were no secured Bank liabilities.

42. FAIR VALUE

The Directors consider that there is po material difference betwesn the fair value and carrying vahee of the Bank’s assets and liabilities
where fair value details have not been presented.

43. COMPARATIVE INFORMATION

Comparative information, including comparative amounts, has been reclassified where appropriate, to conform with cormment year
presentation.

44. COUNTRY OF INCORPORATION

The Bank is incorporated and domiciled in Tanzania under the Companics Act 2002,

43. CURRENCY
These financial statements are presented in thonsands of Tanzania Shillings (Tsha"000).
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HEAD OFFICE:
Azikiwe Street PO, Box 268 Dar es Salaam TANZANIA

Tel: +255 022 2117442-7, Pax: +255 022 2116714
Email: erdb@crdbbank com
Wehaite: www.crdbbank com

Arusha Branch

Box 3150 Arusha

Tel: 027 2507239 / 2507241
Fax: 027 2503089

Arikiwe Branch

Box 72344 Dar es Salaam
Tel: 022 2124556 7 2124558
Fax: 022 2113660

Bugando Branch
Box 1330 Mwanza
Tel: 0282500050

Fux: (28 2500105

Bukoba Branch
Box 1804 Bukoba
Tel: 028 2220081 / TID4R10
Fax: (28 220505

Dodoma Branch
Box 401 Dodoma
Tel: 026 2322840/ 2322842
Fux: (26 2322841

Hai Branch
Box 9% Moshi
Tel: 027 2756190
Fax: (27 2756190

Holland House Branch
Box 71960 Dar es Salaam
Tel: 022 2123297 { 2110650
Fax: (22 2110651

Iringa Branch

Box 168 Iringa

Tel: 026 202862 / THZTHS
Fax: 026 72861

Kahama Branch
Box 609 Kahama
Tel: 028 2710049
Fax: (28 Z710086

Karagwe Branch
Box 1804 Karagwe
Tel: 028 2222158
Fax: (28 2223327

Kigoma Branch
Box 575 Kigema
Tel: 028 2802249 { 2804730
Fax: 028 204356

Kijitonyama Branch

Box 34654 Dar cs Salaam
Tel: 022 2771987 [ ZTTI9ED
Fax: 022 2772074

Lindi Branch
Box 266 Lindi

Tel: 023 2202385 / 2202254
Foax: 023 22385

Lumumba Branch

Box 2318 Dar es Salaam
Tel: 022 2180079-81
Fax: 022 2182334

Mandela Branch
Box 150 Morogono
Tel: 023 2600505
Fax: 023 2600504

Mupato Branch

Box 3132 Arusha
Tel: 027 2544007
Fax: 027 2548315

Mbeya Branch
Box 315 Mbeya

Tel: 025 2504367 / 2304389
Fax: (25 2504315

Meru Branch

Box 3150 Arusha
Tel: 027 2544313
Fax: 027 2544315

Mlimani City Branch
Box 35407 Diar es Salsam
Tel: (22 277518072 T008TE
Fax:022 2775117

Maorogora Branch

Box 352 Morogono

Tel: 023 2603676 / 2600025
Fax-023 2604409

Mishi Branch

Box 1302 Moshi

Tel: 027 2750671 f 2753822
Fax: 027 2751005

Mtwara Branch
Box 182 Miwara
Tel: 023 2333572 / 2333466
Fax: (23 7333572

Musoma Branch
Box 386 Musoma
Tel: 028 2622484 § 2622192
Fax: 028 2622891

Mwanza Branch

Box 1330 Mwanza

Tel: 028 25000353 / 2500224
Fax: 028 2500040
Mzumbe Branch

Box 49 Mzumbe

Tel: 023 2600568

Tiax: 023 2600568

Nyerere Branch
Box 1853 Mwanza
Tel: 028 2500848
Fax: (x28 ZRO0B49

Pugu Road Branch
Box 20292 Dar es Salaam
Tel: 022 23608734
Fax: 022 2860875

Shinyanga Branch

Box 397 Shinyanga

Tel: 028 2763421 / 2763153
Fax: 028 IT62207

Singida Branch
Box 135 Singida
Tel: 026 2502435 / 2502619
Fax: 026 2502357

Songea Branch
Box 121 Songea
Tel: 025 2602962-3
Fax: (25 2602961

SUA Branch

Box 352 Morogoso
Tel: 023 2601154

Sumbawanga Branch
Box 367 Sumbawanga

Tel: (125 2802165 [ 2802266

Fax: 025 2802342

Tabora Branch
Box B8O Tabora

Tel: (26 2604451 ( 2604035

Fax: 026 2604451

‘Tanga Branch

Box 1180 Tanga

Tel: 027 2644353 7 2646904
Fax: 027 2644270

Tower Branch

Box 2302 Dar es Salaam

Tel: 022 Z126762-4-6/ 2133989
Fax: 022 2129604

TPC Branch
Box 1302 Mashi
Fuoc: 027 2751005

TRA Samora Branch
Box 2302 Dar es Salaam
Tel: 022 2120905

Fax: 022 2129604

UDSM Branch

Box 110138 Dar es Salaam
Tel: 022 2410575

Fax: 022 2410576

Yijana Branch

Box 10876 Dar es Salzam

Tel: 022-2184566-53 / 2184634
Fax: 022 2181687

Water Front Branch
Box 71936 Dar es Salzam
Tel: 022 2126402-4-7-8
Fax: (22 2126299



