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CHAIRMAN'S REPORT
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Ratios {CRR) to 1+.5czb {59i, in 20081. These potrcy decision:, had a positive impact on tiquidity and have srgnated a reduction in the

short- term interest rates.

CHAIRMAN S REPORT

ln the foreign exchange market, the Kenya Shilling apprecrated against the US Doltar to ctose the year at Shs 75.8 to the US DolLar.

The appreciation of the Ken,va ShitLing was driven by improved inflows frorn the key foreign eaTneTS rncLudrng tounsm, tea sector

and remittances f rom Kenyans Livrng abr oad

ln the capitaI rnarkets, trading rn equities at the Nairobr Stock Exchange remained depressed with equity turnover decreasing

trom Shs 99 bitLion in 2008 to Shs 3B blttion rn 2009. Consequent[y, the equity perforrnance as measured by the NSE 20 share index

declined f rom 351,] in [Jecember 2A0B b 3?47 irr December 2009. The declrne in the market actrvitv rvas as a resutt of reduced

investor confidence especratLy within the retarl segment, gtobaI economic recession, decIinrng corp!iate earnings and the generaL

economrc uncertarnty.

2009 saw the bond market remain active as investors sought safe investment avenues especratly in government bond issues. The

corporate debt market was equatLy vibrant wrth companies seeking to raise capitaI to elther rncrease lheir operating capacities or

to support their capilaI expenditure programmes.

The Kenyan bankrng sector reqrstered srgnrficant growth in asset base largely supporii:d b'i qrovrth rrr clcprosits, inlection of capitaI

and retent on oi prof its. OveratL, the industry s totaL asset base expanded by 1506 ancl prof rlabi[rty w,rs also up t-.y 1501 .

I:INANCIAI- iiF SL]L T']

The NIC Bank Group recorded a prof it hef ore tax for the year of Shs '1.527 miliron r,onrpared to Shs 
,1.484 

mitLion the previous year

representing an rncrease of 3%.

Notwithstanding the cha[engrng operatrng environment and.Jr.r-]r,.ssed markets, the Group reported satrsfactory performance in

aLl the kev pc'itrncnce trd,r alorS.

The directors aIso recommend a bonus issue of one l1) ordinary share for every ten i10l ordrnaryshares hetd

The nel interest income and operatrng rncome both recorded a commendable increase ol 2A''i, and 21rl{, respoctiveLy, over the year.

However, some sectcrs of the economy,experienced negative growth and thrs adverseiy affected performance of the loan book

!/rihin llrese secfors ln recognition of this fact, the Bank rrade a prudr-.nt decisicn lc nir.earie the loan Ioss provision by Shs 269m.

Howe','r:;, vrith ihe antrcrpaled er:onomlc rnprovemenl in 2010, we are oplirnrstrc lh,lt llrere i,vitl be srqnrf icant recoveries this year.

The Grc-ru1, s helance sheet has contrnued to strengthen, ha,rrnq closed the year ',^irtl' an asset base cf Strs 4B brLtion and the

sharehotders Iunds increar,inq by Shs ].3 bitLion to ctose at Shs 6.8 biltion.

I]IVIDEND

An rnterim dividend of Shs 0.25 per share (Shs B2ml was cieclared and pard in 0ctober 2009 and now direclors recornmend a finaI

drvidend of Shs 0.25 per share lShs B2ml bnngrnq the totalcash drvidend for thc year to Shs'l 64 rni[[ion.
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The cash divide nd and the bonus issue when combined effective[y represent a distr butiorr of l]0'i'u of the prof it altcr tax. The batance

of profit is retarned to ensure the Bank has sufficient {eve[s of capitaI reserves in tine with its growth slrategy.

SERVICE Dt LIVt:RY 0tJTt-tT-', ANU PR0DU(lT5

lr a competitive banking environment, innovation and efficient service delrvery are vital in ensuring that orre rerrains ahead ol

competition. ln recognitron of this. the Group continues to invest in technotoqy and deIivery channets not onLy to mcet but to exceed

customer expectations.

Durrng the year the Bank expanded its service detivery network by opening an additionat branch in Meru and the expansion of

outlets will continue in 2010. Further, the Bank wilI take advanlage of lrgencv Barrkrng after the pui,llication of guide[ines by the

CentraI Bank of Kenya.
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CHAIR[/AN'S REPORT

The rntegrated internet and mobiLe banking solutrons have been enhanced to inciude the M-Pesa service - being the frrst bank to do so.

Thrs inteqration is rn [ine with our promise to be a 0ne. Stop IFinanciai) Shop" for our customers. The Bank's retail bankrng offering was

also enhanced with a varrety of products and servrces. lnc[uded amongst these are the Gotd Corner lounqes for our Gotd Card holders

SUBSIDIARIES AND DIVERSIFICATION

The growth and devetopment of the subs drary companres has remained a key strateqic oblective, and is armed at both broadenrng

the ranqe of iinanciaI services that we can offer to our customL.rs and ensurtng drversity wrthrn the NIC Group.

Regionatty, the Bank acqurred a 519t equity stake in Savirrgs & Frnance Corrnrercial Bank Lrrnrted (5&Fl of Tanzanta. Srnce thc

acquisition, management has focused on restructuTrng. streanrlrning operatronaI processes and adopting best practices lor this

key subsrdrary. Consequentty. the subsidtary w th tts branches rn Dar-es-Sataam, Mwanza and Arusha is now we[[ posrtroned to

contribute positivety to the Group's profitabitit),.

0n the Ioc.rt scene, NIC Capital Seculties Lrmitecl lofferrng brokerage services], NIC Cap tai Lrmited lthe rnvestmcnt banking armi

and NIC lrsurance Agents lofferrng bancassLrance sorvrcesl, are aLso now welI resourced and posrtioned to contnbute to the

Group's growth and profrtatrlity.

GOLDEN JUBILEE CELEtsRATIONS

The NIC Bank celebrated t:, Gotden Jubrtee I50 years) rn Septernber 2009 These have been f rfty years of tremendorrs, growth and

evoIution for the Bank. having starled n 1959 as a onc branch financra{ lnst tution wrth one produr.t (instaItment crcd t] to become a

tutly f tedgcd commerciaI bank of f cring a multtpircrty of pr orlucts throuqh a ni]twork ol l3 branches wrth severaI subsrdtary bustnesses.

The Bank great[y apprec ates the ::upport of a[[ the slakeholders and therr conlrbut]on to Lls qrowth and success.

HUMAN RESOUR(JIS

t he Group endeavors to renrain an emDtoyer of choice by ensurrng that the ernptoyees art-, su tably rrrotivated and that the working

environment rs surtable for sust.arnable grr:wth of the busrness

Atl ernptoyees of the Group, numbering 484 as, al 3l Decer-nber 2009, are cornrnrtted to o{fering the highesL slandards of servlce

detrvery enshrined rn the corporate. vaLues ol borng profcss onat. rnnovative, passionate, responsive and of unquestronab[e tntegr ty.

SOCIAL RTSPONSIBiLITY

The NIC Bank Group takes tutt cognizance ot the wider soc ely rn which the business opL,ratos and has developed a Corporate

Sociat Responsrb trty Charter tl'rat artrcutates how the Group partners with alt the :,tckchoklers in uplrf t ng therr weIl berng.

As a responsrbIe corporato crttzen we recognrze our responsrb lrty and oblrgations to tho soc ety especiaLty on env ronnrentaI issues

lhat have an mpact on the society and comrnr'rnlty at large. ln this respect, the Bi:nk parlnered wrth the l.lnited Nations

Environment Progranrnre tUNEPl. the East Af rrcan Wrtdlrf e Solety. Kenya Forests Wor krng Group. Nature Kenya and the Kenya

Forest Service through thc'.Tupande Pamola tree plantrng rnitiatrve. The Bank stail loined tho IocaI communrty of Nyamwcru

Vit[age in plantinq rnore than 10,000 ndiqenous seedlings to rchabrtrtate Uptands Forest rn the Southern Aberdare Forest.

0ther key Intttattves thal the Gr oup partrcrpated in inclucled f rnanci.:I contributron lo 'Tuungane Tuokoe M.:rsha campatgn .:gatnst

hunqer and support of tho envrronrncnt, educatlon, and hcaIth sectors.

DIRECTORATE

l anr pleasecl to report that al its rneetrng on 23'February 2010 lhe'Board appo nted Mr Paras Shah a director of lhe Bonk. Mr

Shah rs a partner with Hanr Iton Harrison & Mathews Advocates and in congratulatrng hrm on thrs apporntment I look forward to

hrs vatuable contribution to the detrberatrons of the Board and genera{ty to the Bank.

OUl LOOK

The economy seems to have weathered the storm and is now destined for an acceterated economic growth whrch is atso pegged

to the gtobat economic recovery.

The gtobal economy being on a recovery path should give rise to highcr toreign drrect investnrent and donor fundrng and atso

NIC Bank Lrmited lAnnuaL Report & FrnancralStaternents 2009
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CHAIRMAN S REPORT

faciLrtate expansron of our export markets.

The fotiowing are some of the criticalfactors that witl contribute to a faster economic growth;

. lmplemcntation of the fiscal stimuLus programme especiaLty tn{rastructute road network and communications.

o E{fic ency and innovation tn the frnanciat sector that wilt facrLitaie an acce[eration of credit flow to the prtvate sector.

. lmproved rainfa[l expected to reduce pressure on food and electncity prices. At lhe same time. rrroving away from rain

dependant agrrcuItural productton to a n.]ore retrabte conrmerciattzed irr gated iarming willcontrlbute to a sustainabte

food productron.

e Steady recovery of tounsm that is tikety to nratch the rndustry's best performance achieved rn 2007 when over 1.8 nriItion

tourists vrsited our countrY.

o increase tn the tnvestor conf itlenr:e at the Narrobi Stor:k Ixchange including that of forelgn lnvestors, and hrqher remittances

irom Kenyans lrving abroad

o A conducive poiitical envtronment.

APPRECIATION

ln conclusron, lwoutd iike to recogntze a[l our stakeholders,:

. 0ur:,harehoLrJcrs who:;e v:;ion has bc'r:n re alizod over tlrc yoars and especialty lor providrnq the' require d capitaI for sustainabte

growth oI the Bank.

. Our estec,rned customeTs rliro havinq a var etv of choices havo supporlcd Lts ovcr thc year s and have made Lrs the r "0ne Stop

S hoP

. 0ur regut.:tors, the Cr:ntraI Bank of Kenya ancJ the Caprtal Markcts Authorrty for their co-operation attd guidance throughout

the year.

. Our ernptoyees for therr commitment and dedtcation n ensr.rrinc; tlrat they exceed thr: expectat ons of alI slakeholders.

o To our co-lrvestors/sl.rarohotclers in Tartz.rnia lor openrng up the Group s reg onat expansion.

o To rnv f eilow tlrrectors lor tre r ditiqence ancj commrtnrenl in executrng therr responstb irtres both rn the Board and at the varlous

r-ommittee's oI lhe Board.
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JPM Ndegwa

C ha rrma n

23 February. 201 0
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TAARIFA YA MWENYEKITI

tq A I I N t-i I ft A YA K I t.' C H r.l t'4 I N A K I B I A :, ti A R A

Kwa hakika, mwaka wa 2009 utikuwa na magunru yake katika uchumr wa Kenya. Athari za ghasra za mwaka wa 2.007 z.: baada y":

uchaguzi na vulrqu zitizozuka, na kadhaIika matatrzo ya kiuchumi utirnwenquni ya 2008 yaliyoendetet:r rnpaka rnwaka wa 2009 na

hatimaye kusababisha mazingira ya kiangazi kikubwa.

Katrka hati hri, uchumr unakadiriwa kwamba utikuwa kwa 2.5% kurenye mwaka rara 2009, ikir,va nr ongezeko ukrtinqanrsha na

1.7"/<, ya mwaka wa 2008 ticha ya kuwepo kwa maturnizi ya kimuundo-msingi na Serikatt huku sekta kama utaIii. uc.hukuzi na

mawasiIiano, kwa ulumLa na re]arela, na ujenzt zikikuwa kwa kiwango cha kuridhisha. Krwango cha 1uu cha ukuali rva kiuchumi
kisingaliwezekana kuiuatia krpindi kirefu cha kiangazr ambacho kitiathrri pakubwa sekta za kilrmo na kawr, ikrchangra kuongezeka
kwa gharama za bidhaa za maiuta. iligandamiza sekta za uchukuzi na vrwanda.

Kipindi hicho kizima cha miezi 12 ya mchakato wa kifedha kilisababrsha kuzorota kwa ukualr wa kruchumi kwa ulumLa. ukrshuka
kutoka 13.3% mnamo Januari hadi 5 3% mnamo Desemba. Kuzorota huko kwa kiuchurrri kuIisababishwa na kushuka kwa bei ya

vyakula, bidhaa na huduma za dawa, masuata ya anasa, etimu na hali kadhatika huduma na bidhaa za kibinafs.

Viwango vya lumta vya riba vrlibakia kuwa wastani katika kipindi kizima cha mwaka. Hata hrvyo, kiwango cha riba ya kipindr,kif upi.
kama itivyopimwa kwa muda wa siku g1 na siku 182, hawata za kifedha zitipungua na kufunga mwaka katika viwango vya 6.Brh na

7.4% mtawaLia: kutoka 8.691 na 9.0% mnamo Desemba mwaka wa 2008

lti kuchangiza ukuajr wa kiuchumi na kupunguza misukumo ya nrikopo katika sekta za uzaIrshaji. Benki Kuu ya Kenya rlranzisha

mfumo wa upanuzi wa sera maatum ya kifedha kupitia kwa mbinu ya ku;:r-rnguza viwanqo vya mikopo vya Bankr Kuu ya Kenya

{CBR) hadi 7.0026 [asitimia B.5ori, mnamo mwaka wa 2008]. Maamuzi haya ya Sera yatisaidra pakubwa katika uthibrtr wa kifedha na

kuonyesha hati nzuri ya kupungua kwa viwango vya rrba za vipindr ,,,rfr..r

Katika soko Ia ubadrlishanaji fedha za kigeni. pesa ya Kenya itiongezeka thamani ukrlinganisha na Do[a ya Kimarekani na kufunqa
mwaka kwenye kiwango cha shitingi 75.8 kwa Dota ya Kimarekani. 0ngezeko hitr La tharraniya pesa za Konya kwa Dola ya l(rmarekan
rLitokana na kuongezeka kwa tnapato ya si:kto kuu za kiuchurni kama le v.r Uia[ , majani-chai na kadhatrka 0esa wanazotuma
wakenya wanaorshi huko nq arnbo.

Katika soko [a hrsa. biashara za nrasoko ya hawata kwenye Soko la Hisa ta Narrobi trLrbakia kuzongwa huku mapato yake ya jumta
yakipunqua kutoka Eitioni 99 mnamo mwaka wa 2008 mpaka Biiionr 38 mnamo mwaka wa 2009. Fauka ya hayo, utendakazr
wa kiuchumi kama utivyopinrwa kupitia kwa orodha ya migao ya hisa na Soko la Hisa ta Nairobi itipungua kutoka 3611 mnamo
Desemba 2008 hadi 3247 mnamo Desemba 2009. Kuzorota huko kwa shughutr za soko ku[rtokana na kupungua kwa imanr ya

kibiashara kwa wawekezaji hususan kwenye kitengo cha relareja. kubanrka kwa mchakato nrzima wa kiuchumi ulimwenqLLni,

kupungua kwa mapato ya makampuni mba[i mbati na kutotabirika vyerna kwa milumo ya kiuchumi kwa ujumla.

Mwaka wa 2009 utionekana kuimarika katika soko [a Amana, kwani n,awekezaji wengirn,atikimbrtia njia hiyo kanra chaguo bora La

kuweka pesa zao hasa katika kuwekeza kwenye amana za Senkali. Soko ta madeni ya makampuni litilishughr;lisha zaidr katrka

kuimarisha mtali aidha rti kuongeza mbinu za utendakazi am.: kushikilia mrradi ya matumizr va mtalr.

Sekta ya Benkiya Kenya iiisajiti ongezeko la rasrtrmalr kutokana na kuongezeka kwa uv,,eka1r\,va pesa kwenye benki, kuongezewa kna
rntajiwa wanabiashara na kuhifadhi faida. Kwa ujumta, rasitimati za sekta hii zriiongezeka iradi 159i na faida pra kupanda kwa l5 tr

MATOKEO YA KIIEOHA

Benki ya NIC itipata farda kabta ya ushuru wa mapato ya shitingi rnilioni 1,527 kwa mwaka,rkitinganrshwa na f aida ya shrtingi mrtroni
i.484 katika mwaka utiotangutia, ikrwawakitisha ongezeko ta 3% ya faida.

Brla ya kuzingatia changamoto,'1 11';7,ngira mabaya ya kufanvia kazi na nrasokc JLrn Bt,nkr ya NIC rtipata matokec yakuridhisha
katrka vyanzo vyote vya utendakazt.

.l Dr,:',:r"rl;r: l')fJil(l
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TAARIFA YA MWENYEKITI

Mapato hatisi ya riba na mapato ya utendakazi, yote kwa pamoja yatrongezeka kwa 20')/o naZloio mtawalta, kwa kipindi krzima cha

mwaka. Hata hivyo, baadhi ya sekta za kiuchumi zilipata matokeo hasi na kuathiri pakubwa vrtabu vya nrikopo kwenye sekta hizo.

Katika haLi ya kuuelewa ukweti huo, benki ya NIC rtifanya maamuzi ya haraka na kuongeza nafasi ya hasara za mikopo kwa shiIrngi

mitioni 269. Licha ya hayo, katika makadrrio ya kiuchumi ya mwaka wa 2010, tuna imani kwamba kutakuwa na mafanikio bora

mwaka huu.

Loho ya Benki ya NIC imezidi kurmarika baada ya kufunga mwaka kwa rasitimatr za kima cha Bitioni 48 na hazina ya wenyehisa

ikiongezeka kuf ikia Bitioni 1.3 na kumatizrkra katrka Bi[ioni 6.8.

MGAO

Mgao wa muda wa mapato wa shitingi 0.25 kwa hisa wa {shitrngr mitioni 82) utitangazwa na kulipwa mnamo mwezi 0ktoba mwaka

wa 2009 na kwa sasa Wakurugenzi wanapendekeza mgao wa mwisho wa shrtingi 0.25 kwa krta hisa lshiLingi mitioni 82) rkifanya

lumLa ya mgao wa mwaka kuf ikia shilingr Mitioni 164.

Mgao wa pesa tastimu na kutolewa kwa bonasi ik changanywa vyema, rnawakilisha ugawanyaiiwa 30% wa faida baada ya ushuru.

Usawa wa farcla unabakizrara rlr kuhak krsha krryamba Benk ina vtwango sawia vya hifachi ya mta]r kwa kuzingatia mifumo na

mikakatr yake ya ukualr.

VITUO VYA UTOAJI HUDUMA NA BIDHAA

Kwenye maztnqtra ya ushrndan wa biashara ya benki, uvumbuzi na utoali huduma bora huwa ndio zana nruhimu sana ambazo

hukuhakikishra kwamba unakaa mbete ya waslrindani wako lli kulizrngatia suala hiLi vyema, benki ya NIC inaendeIea kuwekeza

kalika teknotojra na mifurno bora ya utoaji huduma. sro lu kutimiza rnahitali ya watela baI pla kuprtisha vrwango vya kawalda vya

utoalr huduma.

Katrka kipindi cha mwaka huo, Benki hii itipanua mtandao wa hudurna zake kwa kuf ungua tawl lrngine lrpya huko mlini Meru na

upanuzi huo wa matawi zardi utaendetea katrk.: nrwaka huu wa 20,10. Zatdiya hayo, Benki hrt rtalumia vyenra Iursa itiyoanztshwa ya

Kuweka Fedha Kiuwakata baada ya Benki Kuu ya Kenya kuchapisha kanuni za kufuatwa katrka uwekezail huo.

Mifumo ya kiushirikrshi ya kutumia mitandao na rte ya simu za mikononr rmeboreshwa zatdi iti kushirrkrsha huduma za

M-Pesa - Benki ya NIC ikiwa ndio benki ya kwanza kabrsa kutumia mfumo huo. Ushirlkishi hir urraenda sambamba na mipango

yetu ya kuwa Benki lnayotoa Huduma zote kwa Paroola kwa Wateja' [0ne Stop Shop). Krtengo cha benki hri cha kutoa huduma za

relarela kwa wate;a pia krtiboreshwa kwa kucnge:ea huduma na bidhaa mpya. Katr ya hizo rkiwa n pa,noJa na Malrltsr ya Golden

Corner. kwa wateja wetu wenye kadr za krwanqo cha GoLd.

MASHIRIKA-DAU NA UPANUZI WA KIBIASHARA

Ukuaji na maendeteo y.: mashilka dau hayo rmebakra kuwa krgezr: muhimu katika maIengo ya shuqhuli zetu, na rnatazamiwa

kukuza msururu wa hr.rdurra zetu za kr(edha kwa wate1a wetu na hali kadhaika kuhak ktsha uanuwai na kupanuka kwa kampunt

ya NIC Group

Kwenye kanda nzrma ya Af rrka Mashar kr . benkr hr rlrnunua asrIrnria 51% ya benkr ya Savrngs & Finance Comrnerciai Bank Limited

lS&F) ya Tanzanra. Tokea wakati wa ununuzr huo. usrrnamizr wa benkt ya NIC rmezingalta pakubwa kat ka ukarabati, kusawazisha

m fumo ya utendakazr na kurga taratrbu bora za k kazr katika shrrika-dau hrtr geni. Hata hivyo, benki hii ya lS&F) ittyo na rnatawr

yake huko liltnr Dar es Satam, Mwanza na ArLtsha, sasa rmelikrta vyema rtr kutoa mr:hango wake bora rra kttIeta f aida katlka kampuni

hiiya NlC.

Hapa kwetu, NIC Cap tatsecurrtres Lrm ted linayotoa hudurila za uwaka[a], NIC Capital Limrted Ikitenqo cira L.rwekezali cha benki]

na NIC lnsurarrce Agents lmawakata wa huclurna za brmal. kwa sasa wanajirnudu kutoa hudurra bora iti kufaidisha utendakazi wa

kampunrya NlC.

Wakurugenzr pia wanapendekeza takrima au bonasr ya hisa moja [1)ya kawaida kwa krta hisa kumi {10] za kawalda zitizopo.

NIC Bank Limrted lAnnuaI Report & Frnancial Statements 2009
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TAARIFA YA MWENYEK1TI

MA/Xl)1 1 I |.,,1 | !,1 i 0 1l\ .r r.l Bl I [: ]

Benkr ya NIC itiadhimrsha JLrbrtei lMiaka 50) kat ka mwezi wa Septemi:a rnwaka wa 2009. Hrr inrekuwa m aka 50 ya ufanisi na

maendeleo ya benkiyetu. Benki hii itianzishwa mnamo 1959 kama tawi mola Ia .rsasiya ki{edha ltitltoshughulikia nrikopo ya rejarela)

na hatimaye rmekuwa benki ya kubwa ya kibrashara inayotoa hudurna za brdhaa rrbaLi mbati kat ka matawi 13 na mashirika-dau

rnengi. Benkr ya NIC inashukuru pakubwa usardizi wa washika-dau wote na mchango wao kwenye uf.rnisr na ukuajiwake.

tiSll,4At'4111 WA Wlii:ANi lKAll
Kampuni ina azma ya kuendetea kuwa mualrrr bora kwa kuhakikisha kwamba wafarryikazr wote wanatunukrwa na kuhudumiwa

vyema na kadhaLrka mazrngrra ya kazr yanakuwa mazuri kwa maendeleo endetevu ya kibiashara.

Wafanyikazr wole wa kampuni, waIio 484 kwa idadi, kufikia Desemba 31, 2009 watijitotea kwa dhatr kutoa huduma bora kama iIivyo

katrka sera za maadili mema ya krtaatamu kwa kanrpuni, kupenda kazr yao, kulitotea. na kLrlinda hadhi ya krwango cha 1uu.

N,1A]UKUMIJ /A K I,lAM{ I

Kampunt ya NIC rnatahamu vyema kwanrba kuna wingi wa wanalarnri ambao benki hri unawategemea sana na kufuatia hati hiyo,

benki imeunda Chata ya Malukumu ya Kijamii rnayoeLezea azma na ma[engo ya ushirrkiano wake na washrkadau wote rli kukuza

hati yao ya kimaisha.

Kama karnpunr irrayozingatia majukumu yake kwa wana1arnr, kunaetewa wajibu na malukumu yetu kwa lamri hususan katika

masuata ya mazingira. Kwa hati hii, Benki hii ilirngra ubra na shirika [a Umola wa Mataifa ia Miradi ya Mazrngrra IUNEP], Shirrka

la Wanyama Pori ia Afrika Mashariki. Kikundi cha Wafanyikazi wa huduma za Misrtu cha Kenya kuprtia mradi kupanda miti wa
"Tupande Pamola". Watanyikazi wa Benki watiungana na wanakijili wa mtaa wa Nyamweru katika harakatr za kupanda mrche

10.000 ya miti ya kiasiti huko kwenye eneo [a kusinr mwa Msitu wa Aberdare.

Miradi mingine ambayo benki hii imejihusisha kwayo ni pamoja na kampeiniya Tuungar.re Tuokoe Maisha 'dhrdrya nlaa na kulinda

mazingrra, elinru na sekta za afya.

Wr^\Kljriiii,l:N.1'l

Ntna furaha kuwafahamisha kwamba katika mkutano wa tarehe 23 Februari 2010, Bodi ya Hatmashauri Kuu rIirnteua Bw. Paras

Shah kuwa Mkurugenzi wa Benki. Bw. Shah ni rndau katika Hamitton Harrison & MathewsAdvocate na katika kumpongeza kwenye

uteuzt lruo, natazamia kupokea mchango wake mkubwa katika shughuli za Bodi hii na kwenye benki yetu kwa yum[a.

MlAZAlvlt)

Uchumi utidorora kiasi na kwa sasa unaetekea kurmarrka kwa kutegernea pakubwa kufufuka kwa uchumr wa kimatarfa

Uchumi wa Kimataifa kadri unavyoendetea kuimarika, unaetekea kutoa nafasi ya uwekezalr wa mo1a kwa moja kutoka ugenini na

kadhatika misaada ya wadhaminr na pia kupanua nyenzo za masoko yetu ya nje.

Vifuatavyo nivigezo maatum ambavyo vitaweza kuchangra kuharakrsha kukua kwa uchumi wetu;

o Kuwajibikia mrradrya kifedha hususan muundomsrngr. mifumo ya barabara na nrawasitiano.

o Utendakazt bora na ubunifu katrka sekta ya fedha utakaoboresha na kuongeza kasi ya mikopo kuwafikia wahusika wa sekta

za kibinafsi.

Kuwepo kwa mvua ya kutosha kunatazamiwa kupunguza matatizo ya bei ya vyaku[a na umeme. Kwa wakati huo huo,

kujiondoa katika dhana za kutegemea kitimo cha mvua krta wakatr na badata yake kutafuta mbinu nyrngrnezo za kisasa za

unyunyiziajiwa maji iti kuchangia katrka maendeteo endelevu ya kupata chakula cha kutosha.

Kuongezeka kwa watalii kunaweza kuifanya sekta hii kuimarika kama rtivyokuwa mwaka wa 2007, wakati ambapo watatii

zaidi ya Mitioni 1.8 watipoitembetea Kenya.

tlt NIC Bank Limited I Annua[ Report & Financial Statements 2009



TAARIFA YA MWENYEKITI

Kuongeza kwa imani ya wawekezaji katika Soko [a Hisa [a Nairobi ikiwa ni pamoja na Wawekezaji kutoka nje ya Kenya, na

mapato ya juu yanayotokana na pesa wanazotuma wakenya wanaoishi ng'ambo.

a

a Mazingira bora ya kistasa

a

SHU KRAN I

Kwa kuma[izia. ningependa kuwashukuru washikadau wetu wote:

Wenyehisa wetu ambao azma yao imefikiwa kwa kipindi cha miaka mingi itiyopita na hususan katika utoaji wa mtaii unaohi-

tajika iti kuendeteza shughuti za benki hii.

Wateja wetu ambao licha ya kuwa njia mbadata za kuwekeza. wamesimama na sisi kidete kwa miaka mingi na kutufanya sisi

kuwa washirika wao wa kipekee yaani One Stop Shop".

Wasimamizi wetu wa kishirika, Benki Kuu ya Kenya na Halmashauri ya Masoko ya Mitaji kwa ushirika wao na muongozo

katika kipindi chole cha mwaka.

Kwa wafanyikazi wetu kwa ku1itotea mhanga na kujizatiti iti kuhakikisha kwamba wanapitisha matarajio yote ya washikadau

wetu.

Kwa wawekeza.li-dau/ wenyehisa wetu huko nchini Tanzania kwa kuf ungua na kuanzisha upanuzi wa Benki hii kwenye

kanda hiyo.

Kwa Wakurugenzi wenzangu kutokana na kujitolea na hati kadha[ika ushirikiano wao katika kutimiza ma.iukumu yao kwenye

Bodi Kuu na pia katika kamati mbali mbati za halmashauri Kuu ya Bodr.

Asante sana.

JPM Ndegwa

Mwenyekiti

23 Februari,2010

a

a

a

-o
!
e
I
C)
a
a
)
o)
o

lt)o
a
o
a
o
o
3o
f

9
J
a

t
o

lo
ol

I

@
C
o.
l
o

7
o

=.o

NIC Bank Limited I AnnuaI Report & FinanciaI Statements 2009
rtr



FIVE YEAR FINANCIAL REVIEW

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

Asset s

Government securlties

Loans and advances to customers

Property and equipment

0thers

Total assets

L ra hilrl re s

Customer deposits

Line ot credit

0ther IrabrItres

Totat tiabitities

TotaI equity

Totat tiabilities and equity

CONSOLIDATED INCOME STATEMENT

lnterest income

Interest elpensa,

Net interest income

2005

Shs'000

2,172,787

1 4,259 ,286

528,731

3 439,064

20,699,868

2005

Shs' 000

2,1 18,688

T 6,570,1 1 6

503. r 73

6,840,436

2b.062,413

2007

Shs' 000

2,111,997

22,'20 ,a ,186

506,813

6,153,02?

31 ,28',] .0 I 8

2008

Shs' 000

3,974,9 I I
29 ,951,9 /,8

673.997

8,01 5,2s6

42.619.119

2009

Shs'000

4.332,080

32.51 '1,082

798,255

9,916,821t

1 6,575,398

354,404

977,150

17,947,35)

21 .978,418

278.195

7 69 ,898

?3.426.171

24,805.595

6s0,1 00

1,087,590

35,238,38 1

663.2'.15

1,151.713

3 7,0 53,369

3e.514,275

465,202

786.5',] 0

2 6,51.3,285 /!0,7 65.997

2,792,516 3,436,2L2 11,73 '4,733 5,565,75C 6.192,25/1

20.6e9,868 '26,462.1,13 31,281.018 n2,619,119 ,, . r,, . ,,.'

1.9/.4,34t)

770.868

1 ,169 ,172

2,365.841

91 1.250

1,1,51.591

2.t99,924

1,159.829

1,640,095

136.29 4

3. t a'/ .341

t,732.87e

2,415.222

/!,A25,448

2.01 1 .37 6

2,41L.06/1

1.427.O1A

0perating income

0perating expenses

lmpairment on loans and advances

0perating expenses

Profit before taxation

Non rnterest income

lncome tax expense

372.)41, 515,4111 1 .1 1,9 2:,1

'1,54t,716 1,970.038 2.'37b.389 3,164.453 3,841.078

930,3 23

,08.383

I ,1 38.705

1 ,1 59.607

1 33,389

1,226,415 1.185.728

1 94,551

1 ,850,801

463,4841 0!,0q1

l.2o2,qq6 1,3?6,182

I.04e.q07

I .680,27 9 2,311.285

403,01 0 t7l ,012 1.481.171 1.526,793

127,362 2 I 9.068 304.220

I A5.687

LL6,L93 1 ,075LL

Profit for the year

Earnings Per Share lShsl

Drvrdend Per Share lShsl

OTHER DISCLOSURES

1) Non performrng Ioans and advances

a) Non performrng Ioans and advances

b) Atlowance for rmpairmcnt

c) Net Non-performing loans and advances la-b)

2l Number of Empioyees

3) Number of Branches

KEY PERFORMANCE INDICATORS

Return on caprtat emptoyed IROCEl

Non-interest rncoT"re lo operalrng,ncome

Non-performrng toans to totaI loans

Return on totaI assets

275.648 /.5'/ .97 4 r,037,681

095

25u

70 5,86 5

529.917

1 75,91 I

158

').10

257

080

I67 .72L

/.79.981

/.81 .8A4

290

3 r8

0 5t)

1,2'10,e42

6!6.706

62t,236

1,031,988

621!360

110,628

Jlt

0.50

1 .411 ,/+57

1.025,951

385 506

252

1/*.L3nh

24.11.i,,

1.23)it

'l 9506

262

22.30oi,'

26.16ck

3.770h

2.64o/h

22.16%

30 e8%

2.20%

3 36%

26.67a|,

36.324h

1.37oic

3.L\oi"

/+8/+

la

22.A8o/a

37 .15o/o

1.19olo

3.21Yo

375

5 r0 12

TE
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FIVE YEAR FINANCIAL REVIEW
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MEMBERS OF THE BOARD

I
R:a.

F M Mbiru
Non - Executive Director

dr

--ga
t

i

I 0cho[a - Wi[sorr

Non - Executive Director

,l

Back row

F N Mwanzia
Non - Executive Director

Front row

-l W Macharia
Group Managing Director

J P M Ndegwa
Chairman
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MEMBERS OF THE BOARD

JPMNdegwa-Chairman
Mr Ndegwa, aged 46, holds an MA degree from Oxford

University, UK, and is an Associate of the Chartered lnsurance

lnstitute, UK and the lnsurance lnstitute of Kenya. He is the

Chairman of First Chartered Securities Limrted and a director

of severaI companies. Prior to his present position. he was the

Managing Director of Liorr of Kenya lnsurance Company untiI

2003. He loined the NIC Board on 19 November, 2003.

F M Mbiru - Vice Chairman INon-Executive Directorl

Mr Mbiru, aged 72, has a BA (Honsl degree from Makerere

University and is an Associate of the Chartered lnstitute of

Bankers. He is currentty a management consuttant and

a director of severaI conrpanies having retired as GeneraI

Manager of Barctays Bank of Kenya in 1993. He loined the NIC

Board on l5 February 1993

J W Macharia lGroup Managing Directorl
Mr Macharra, aged 51, has a B Com lHons] degree from

University of Nairobi and an MBA from Hentey Management

Coltege, UK. He is a Chartered Accountant Ilnstitute of

Chartered Accountants rn Eng[and and Watesi, as wett as

a Certified Pubtic Accountant tlnstitute of Certified PubIic

Accountants of Kenya). He has been Managing Director of

varrous Companies within the African Banking CorporaIron

IABCI Group, in both Zambia and Tanzania. He joined NIC

Bank in May 2005 as Managing Director, and was appointed

to the NIC Board on 1 May, 2005.

A J Dodd IExecutive Directorl

Mr Dodd, aged 55, has a BA lHonsl degree in Economics from

Portsmouth University, UK. He rs an Associate of the

Chartered lnstitute of Bankers. He has extensive regional

and rnternationat bankrng experrence covering East and

Southern Africa, Middte East and the Far East. He loined NIC

Bank rn January 2006 as Director, Corporate Business, and

was appointed to the NIC Board on 22 February 2006.

G A Maina INon-Executive Director]

Mr Maina, aged 58, has a B.Tech [Hons] degree rn Aeronautrcal

Engineerrng and Desrgn from Loughborough Universrty, UK.

He is currently a business consuttant and a Director of

severaI companies. He has extensrve expenence in the oit

industry rn Africa, Caribbean and CentraI America rncludrng

being Managing Director of Kenya Shett and BP Kenya timited

Irom l99B 1o2002. He joined the NIC Board on 1 -June 2002

F N Mwanzia INon-Executive Directorl

Mr Mwanzia, aged 55, has a B Com degree from University

of Nairobi and is a qualified rnember of the Association of

Chartered Certifred Accountants, UK and Chartered lnstitute

of Secretaries and Admrnistrators, UK. He rs aLso a member

of ICPAK and ICPSK. He is currentty a businessman having

retired as Group Financiat Controtter and Company Secretary

of NAS Airport Services in 1999. He joined the NIC Board on

3 August 1 995.

A S M Ndegwa INon-Executive Director)

Mr Ndegwa, aged 42. holds a BA {HonsJ degree in Phitosophy,

PoIitics and Economics f rom 0xf ord University, UK. He is the

Executive Director of First Chartered Securities Limited and

a director of severaI companies. He previousty worked for

Citibank and AMBank untit 1995. He joined the NIC Board on

23 April1997.

I Ochola- Witson INon-Executive Director]
Mrs 0chota-Witson, aged 61,has a BA degree f rom

Dar-es-Sataam University and an MBA Irom University of

British Cotumbra, Canada. She currentty is a Business consu[-

tant having retired as a project Manager for DFID s Busrness

Partnership Programme in 2005. She joined the NIC Board on

5 Novemberl 999.

M L Somen (Non-Executive Director)

Mr Somen, aged 73, is a barrister-at-Law, Grays lnn, Eng[and

and hotds an MBA lHonsl degree from Brasenose Cottege,

Oxford. He rs an Advocate of the High Court of Kenya and a

consuttant with Hamitton Harrison & Mathews Advocates

havrng retired from the firm as a Senior partner in 2002. He

loined the NIC Board on 21 February 2001.

P V Shah INon-Executive Director]

Mr Shah, aged 36. is a Iawyer by professron and a Certifred

Pubtic Secretary. He hoLds an LLB IHonsl. Drptoma rn legaI

practice ILondon], Diptoma rn LegaI practice {Kenya School in

Law) and Drploma rn Management {Hentey School of Manage-

merrtl. He rs an Advocate of the High Court of Kenya and currentty

a partner with Hamitton Harrison & Mathews Advocates. He

loined the NIC Board on 23 February 2010

L Murage lGroup Company Secretaryl
Mr Murage. aged 52, has a B Com [HonsJ degree from
University of Nairobi and is a Certif ied Pubtic Accountant and a

Certified Public Secretarv. He is atso a member of ICPAK

and ICPSK. He prevrousty worked f or Pricewaterhouse and

Mobit 0it, before loining the banking sector rn 1986. He was

appornted Company Secretary on 2 September 1999.

1/. ]H NIC Bank Limited I Annuat Report & Frnanciat Statements 2009



CORPORATE INFORMAT!ON

DIRECTORS NOMINATIONS COMMITTEE

HUMAN RESOURCES AND COMPENSATION COMMITTEE

CREDIT RISK COMMITTEE

RISK MANAGEMENT COMMITTEE
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STATEMENT ON CORPORATE GOVERNANCE

The Board is committed to ensuring that the

business is run in a professionat, transpar-

ent, just and equrtabte manner so as to
protect and enhance shareholder value and

satisfy the interests of other stakeholders.

The princip[es and standards adhered to by

the Board have been devetoped with close

reference to guidelines on corporate
governance issued by the centre for cor-
porate Governance, the CapitaI Markets

Authority for pubtic|.y Iisted companies in

Kenya, the Central Bank of Kenya for the

banking industry and other best practices.

BOARD COMPOSITION ANO

APPOINTMENTS

The Board consists ol ten directors, eight of

whom are non-executive directors

Iinctuding the Chairman] and two execu-

trve directors. Amongst the non executive

directors are six independent directors

one of whom, Mr. PV Shah was appointed

irr February 2010 to further strengthen the

Board.

The Board members have a broad range of

skrtts, expertise and experience and each

brings rndependent judgement and vaLuabte

contribution to the business. The directors

abridged biographres appear on page 14 of

this AnnuaI Report.

AtI the non-executive directors are sublect

to retirement by rotation and must seek

re-etection by sharehotders at ieast once

every three years in accordance with the

ArticIes of Association. Any drrector
appornted during the year is required to

retire and seek re-eLection at the next

Annual Generat Meeting.

BOARO RESPONSIBILITIES

The Board s responsibitities are set out

in the Board Charter. The Board Charter

defines the governance parameters withtn

which the Board exists and operates. sets

out specific responsibi[ities to be discharged

by the Board, its committees and dtrectors

cottective[y. as wetI as certain rotes and

responsibilities incumbent upon directors

as individuats.

ln November 2009. the Board held a retreat

to review the three year strategy and also

set guidetines for revising the Board

Charter. An expert in Corporate Governance

was engaged to hetp the Board improve

on the existing Corporate Governance

framework. A new Board Charter was

[aunched in 201 0.

A summary of the Board's responsibiLities

is as follows:

Providing entrepreneuria[ leadership to

the Bank within a f ramework of prudent

and effective contro[s which enabte risk

to be assessed and managed,

Strategy lormutation and ensuring that

there are adequate poLicies. systems

and structures to successfuIty impte-

ment the Bank strategies,

SEPARATION OF ROLES AND

RESPONSIBILITIES

The roLes and responsibiLities of the

Chairman of the Board and the Group

Managing Director remain distinct and

separate. The Chairman provides overatI

[eadership to the Board without Iimiting

the princip[es of cotlective responsibitity for

Board decisions. The Group Managing

Director is responsib[e to the Board and

takes responsibitity for the effective and

efficient running of the Bank and its sub-

sidiarres on a day-to-day basis.

BOARD REMUNERATION

Non executive-directors were pard a monthty

fee, together with a sitting atlowance for

every meeting attended. They are not

etigibte for pension scheme membership

and do not participate rn any of the

Cornpany's remuneration schemes.

Monitoring the Bank s performance

against strategic pLans and objectives

on an ongoing basis, as wetI as through

mandatory quarterly meetings,

Detarts of the directors fees for the non-

executive directors and remuneration of the

executive directors are set out on page 85.

Approvat for pubIication of quarterLy

financiat statements,

The selection. appointment arrd appraisal

of senior executives officers wlro are

quatif ied and competent to manage the

affairs of the Bank effectivety,

Ensuring that there are adequate

structures and systems to identify,

measure and monttor the Bank and

manage key risks facing the Bank,

inctuding comptiance reLated risks,

Reviewing the effectiveness of the

syslems for monitoring and ensuring

comp[iance with laws and regutations,

Determining the ternrs of ref erence of

at[ board committees and review of

reports and minutes of the commit-

tees.

DIRECTORS' SHAREHOLDING

None o{ the directors as at the end of year

2009 hetd shares in their individuatcapacity

that was more than 1% of the Company s

totaI equity.

BOARD MEETINGS

The Board and its committees meets

regutarty in accordance with business

req u irements.

The Board Work Ptan together with the

catendar of meetings for 2009 was fixed in

advance and provided to atI directors.

Adequate notrce was given for each meettng

and drrectors received in good time detaited

papers on issues to be discussed.

The summary of the meetings and atten-

dance is shown on page 1 9.

NE

CONFLICTS OF INTEREST

Business transactions with att parttes,

directors or their related parties are carried

out at arms length. The drrectors of the Bank

are under a fiduciary duty to act honestLy and

rn the best rnterests of the rnstitutron.
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STATEMENT ON CORPORATE GOVERNANCE

The directors submitted their annuaL

declarations of interests which inctuded:-

An acknowledgement that should it
come to his/her attention that a matter

concerning the Bank may resutt rn

a confLict of interest, the director is

obtiged to dectare the same and wiLl

excLude himseIf/herself from any

discussion or decrsion over the matter

in question.

An acknowledgement that shoutd the

director be appointed to the Board

or acquire a significant interesI in a

business competing with the Bank, the

director witl be obliged to offer his/her

resignation.

ln November 2009, the Board constituted

the Risk Management Committee. This was

done for the purpose of strengthening the

overat[ oversight provided by the Board and

to give the criticaI area of Risk the ap-

propriate specific attention. The new com-

mittee is tasked with reviewing the major

risks affecting each business segment/unit

and deveIoping strategies to mitigate such

ri sks.

Management and external service providers

and experts routineLy attend by invitation

as circumstances dictate. Director's at-

tendance of these committees is provided

on paqe 19. Detaits of these committees are

given here betow.

I rr,' ltitr-,;' (-O11r;t,lii.r,

The committee assists the Board in

discharging its responsibitities reIa-

tive to strategy, human resources and

generaI operations oversight. The com-

mittee meets requtarLy to review and

recommend for Board approvaI periodic

strategic ptans and key policy guidetines

as developed by management.

rl,t,:t.:,t iii.,,,.r.,I, it .tltl

l.lilli)i,llt, lll,rrr (',)IItlrl trl,r'

The committee reviews the Human

Resources policies and procedures and

ensures that they adequately support

the Bank s strategy. lt ensures that

the Bank's poticyof providing remunera-

tion packages that fairty reward staff

for their contribution to the business,

whitst considering the need to attract,

retain and motivate staff of the highest

ca Ii ber.

The committee ensures successron

ptans are in place for senior executive

management of the Bank.

\.,'r rrt.llti r)., i, ,nril) ir;-i

The Nominations Committee provides

an efficient, effective and retiabte

mechanism that identifies and recom-

mends to the Board the appointment of

individuats to serve as directors of the

Bank.

Rr :k Man;qerrri-.nt Conrnritt,:r:

A risk management framework has

been estabtished for identif ication,

measuring, monitoring, controLting

and mitrgation of the Bank's risks. This

framework is integrated in the overaLI

management information systems of

the Bank and appropriate[y suppte-

mented by a management reporting

stru ctu re.

The committee's primary function is

to assist the Board in futfitling its risk

management responsibiLities as defined

by appticabte laws and regutations as

wetl as internaI poticies.

An acknowtedgement that the foregoing

atso appIies to interests of the imme-

diate family members of the directors.

Business transactions with the directors or

their retated parties are disclosed on page

84 - 85.

COMMITEES OF THE BOARD

The Board has established committees to

assist it in drscharging its responsibitities

and obLigations. Each committee has a set

of specific lerms of reference outlining the

scope of its responsibitity and retevant

administrative and proceduraI arrangements.

The Board has constituted the following

committees: Audit & Comp[iance; Credit

Risk; Executive; Human Resources & Com-

pensation; Nominations and Risk Manage-

ment. The Board and its committees are

supported by f ive key Management Commit-

tees: Executive Management {Excoml.
Management lMancomJ, Assets and

Liabi[ities Manaqement IALC0l, Credit Risk

Management and Senior Risk Committees.

Membership of the various Board Commit-

tees is shown on page 1 5.

ilLJairl rt ri i :rirt ,,

(,,.ri\rti,,,

The committee plays a vitaI role in
ensuring the integrity of the financiaI

statements prior to the review and

approvaI by the Board. The committee

continuatty evatuates the effectiveness

of the internaI controI systems and

receives reports on the findings of

the internaI and external auditors and

Management s corrective actrons in

response to the findrngs.

The committee meets quarterty and the

externat auditors are invited to attend

whenever necessary but at [east once

in a year.

il'i tlrt fi,li i-Ll,r,l irr,'

The committee reviews and oversees

the overall [ending poiicies of the Bank

and approves credits which are above

the approvaI Limits for management. lt

ensures there are effective procedures

to identify and manage irregutar prob-

Lem credits, minimize credit loss and

maximize on recoveries.

The committee recommends to the

Board discretionary credit Limits for the

Board, Credit Committee and Manage-

ment Credit Risk Committee.

I
f
o
l
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o
o
l
@
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The Group Company Secretary sits in a[L

the Board and committee meetings and is

responsibte f or monitoring and coordinating

the comptetion and dispatch of Board and

committee agendas and briefing materiaLs.
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MANAGEMENT COMMITTEES

A significant factor rn the Bank s ongoing

success is the strength o{ the management

team. Members of the management team

bring together a vitatcombination of leader-

ship skitts and extensive banking experience

from both [ocaI and rnternationaI exposure.

To harness lhat strength. the Group Manag-

ing Director has estabtished committees to

assist him in the management of the Bank.

These committees are chaired by the Group

Managing Director and include the respec-

tive Heads of Department, with other senior

managers being co-opted on a need basis.

Ihese commillees include,

The Executive Management

Committee IEXC0M)

This committee meets regutar[y and

at Ieast monthty to discuss strategy

formulation and imptementation,

poIicy matters and financiaI perfor-

mance. lt is atso charged with the

responsibitity of ensuring complrance

with the regulatory framework and

guidelines and adherence to company

policy and procedures. Thrs commrttee

also serves as a link between the

Board and Management.

The Management Committee

IMANCOM)

This Committee meets monthty to
review operationaI issues ol the Bank,

wrth emphasis on the assessment and

monitoring of the institutron s opera

tionaI risks.

The Assets and Liabilities
Management Committee lALC0l
This committee meets every month or

more frequentty when necessary. The

core responsrbitrty of thrs commrttee

STATFMFNT ON CORPORATE GOVERNANCE

Rrsk Management Committee {cont.}

The committee wilt be meeting q uarterly

to review risk manaqement poIicies.

The risk management policies which

are revrewed by the committee are

detaited on page 1t7 - 59 and are in Iine

with lnternationaI FinanciaI Reporting

Sta nd a rd s.

rs the monitoring and management of

the assets and liabiLities ol the Bank.

This inc[udes rnanagement of opera-

tronaI risks, tiquidity risk, rnterest rate

and exchange rate risks and ensuring

comptrance wrth statutory require-

ments governing tiquidity, cash ratio,

Ioreiqn exchange exposure and invest-

ment poticres.

The Management Credit Risk

Committee

This committee meets regularly to

approve new crcdit applications and

renewats within the detegated limits

set by the Board. The committee atso

requtarty makes recommendations

to the Board Credit Risk Committee

on the revision of Iimits. A[ approvats

are independent of the originating
business urrit.

The Senior Credit Risk Committee

This comnrittee meets monthty to

review the perIormance of the Bank's

Iending book and determrnes the leveI

of provrsions required in accordance

wrth the approved poticies and regu

Iatory quidetines.

BOARD AND DIRECTORS

EVALUATION IN 2O()9

During the year, the Board of NIC Bank

Lrmited, in [ine with the PrudentraI Guide-

Iines rssued by the CentraI Bank of Kenya,

carried out a self evatuation review of its
capacity, functionatity and effectiveness.

The evatuation measuTes the performance

of the Board against its key duties and

responsibitities.

For 2009, it was determined that the Bank

had an especially strong Board comprising

mainly rndependent directors; with a broad

diversity of professionaI quaLilications and

depth of experience; that recognizes and

takes most seriously its responsibitities;

that is committed and dedicated to the wetI

being and success of the Bank and its vari-

ous stakehotders; and one whose members

devote a considerabte proportion of their busy

schedules preparing for and attending meet-

ings of the Board and its committees.

The overatl evatuation assessment was

submitted to the CentraI Bank of Kenya in

accordance wrth the PrudentiaI GuideLines

on Corporate Governance.

RELATIONSHIP WITH SHAREHOLDERS

The Bank is committed to relating openly

with its shareho[ders by providing regutar

information on its performance and

addressing any areas of concern. This is

achieved through quarterLy pubtication of

extracts of its f inancial performance in the

daity newspapers in l.ine with the Central

Bank of Kenya requirements, distribution of

annuaI audited accounts and hotding of the

AnnuaI GeneraI Meeting. Latest resu[ts are

a[so avaitable on the Bank's website,

www.nic-bank.com.

The Bank has engaged the services of a

regrslrar, Custody & Registrar Services,

who together with the Group Company

Secretary, regularty address issues raised

by the sharehotders.

INTERNAL CONTROL

The directors acknowtedge their responsi-

bitity as set out on page 24 for the Bank s

system of inlernaI financial control, inctud-

ing taking reasonabte steps to ensure that

adequate systems are being maintained.

lnternaI control systems are designed to

meet the particular needs of the Bank.

and the risks to whrch it is exposed to,

procedures intended to provide effective

internaI f inanciaI control. However, it is to
be recognized that such a system can onty

provide reasonab[e, but not absotute,

assuTance against materiaI mrsstatement.

The Board has reviewed the Bank s rnter-

naI controI policies and procedures and

is satisfied that appropriate controls and

procedures are in ptace.

The Board has put in ptace a comprehensive

risk management framework to identify att

key risks, measure these risks, manage the

risk positions and determine capitaI aLloca-

tions. The poticies are inteqrated in the overall

management reporting structure. The Head

of Risk reports directty to the Board's Risk

Management Committee.
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STATEMENT ON CORPORATE GOVERNANCE

The Bank's performance trend is reported

requtarly to the Board and incLudes an

anaLysis of performance against budget

and prior periods. The f inanciaI inlormation

is prepared using appropriate accounting

poticies which are applied consistentty.

The Bank has an internaI audit depart-

ment which is an independent f unction that

reports to the Board Audit and CompIiance

Committee and provides an independent

confirmation that the Group and business

standards, poticies and procedures are

being complied with. Where necessary,

corrective action is recommended.

The Bank has a comptiance department

that reviews the compLiance framework

and ensures compliance with company and

re gu Latory req u i rements.

GOING CONCERN

The Board confirms that it is satisfied that

the Bank has adequate resources to

continue in business for the foreseeable

future. For this reason, it continues to adopt

the going concern basis when preparing the

financiaI statements.

Human

Resources &

Compensati on

2O()9 BOARD & BOARD COMMITTEES MEMBERSHIP AND ATTENDANCE

bershi

I

I

I

Credit
& Risk

I

I

I

I

II

Audit &

Comptiance

CD
a
'r-
I
ID
1,1

ra.:
a:JPMNdeqwa i Nort'executrve

0irector Ctassitication

F M Mbrru Non exccutrvL.

Executrve

Non -executive

oeleIlllgn

Chairman of the

Board &

Nominatrons

Comm;ttee

Ch:irnran

Credit & Rrsk

Comm ttee

Group Managinq

D i rector

Board
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: Membershrp
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I
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F N Mwanzia
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Commrttee

Charrman
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Charrman
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," /8314

rl)o
l

9r
a
o
o
3o
f

?t2

I-'
a
c
j
or.

r:t

,MembershtP 
r

, Attendance l

A Dodd Executrve
Membershi p

Atlendance 1,1 1,

v'Member of respective committee

Where a director did not attend a Board or Board Commiltee meeting. an acceptabte apotogy had been recervecj by the Chairnran well tn advance the schecj

uled meetrng
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STATEMENT ON CORPORATE GOVERNANCE

SHAREHOLDING PROFILES

The company, through its Registrar, fiLes returns regutarly in line with Capital Markets Authority and the Nairobi Stock Exchange

under the [isting regutations on transactions retated to sharehotders.

The number of shareholders as at 3']"rDecember 2009 was 25,15/112008-24,671)

A. PRINCIPAL SHAREHOLDERS

Thetopl0majorshareholders,basedontheBanksshareregisterasat3le December200gareasfo[[ows: -

Name

No. of

Shares o/o

First Chartered Securities Ltd

ICEA Asset Management Ltd

Livingstone Registrars Ltd

Rivet Kenya Ltd

Saimar Ltd

Duncan Nderitu Ndegwa

Amwa Holdings Ltd

Kenya CommerciaI Bank Nominees Ltd A/C 769G

Thuthuma Limited

Makimwa Consuttants Ltd

51,703,670

29.578,338

26,526,426

25,226,602

13,482,33t1

13,087,207

6,453,631

4,657,788

4,162,092

4,115,779

15.84

9.06

8.1 3

4. tJ

4.01

1.98

1.43

1.28

1.26

I r.;1, r i

No. of

Shareholders

'l 78,993,867

No. of

Shares

1,501,472

25,521,222

1 0,850,918

38,331,522

16,762,890

203,393,598

54.85

B, DISTRIBUTIONSCHEDULE

Category

1 -500 shares

50 1 -5,000 shares

5.001 -1 0,000 shares

10,001-100,000 shares

1 00.001 - 1.000.000 shares

1.000.001 and over

Iotal

C. SHAREHOLDER PROFILE

Category

LocaI rndividuaI investors

LocaI institutionaI investors

Foreign individuaI investors

Foreign institutionaI investors

6,709

15,271

1,563

1,417

172

22

0.46

7.82

3.32

11.75

14.33

62.32

25,15t+ 326,361,622 1 00.00

No. of

Shares

90,506,754

231,795,859

2.010.742

2,048,267

No. of

Shareho[ders o/

23,475

1,538

126
'15

27.73

71.02

0.62

0.63

25,15t, 326,361,622 't 00.00
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SOCIAL AN D ENVI RO N M ENTAL RESPONSI B ! LITY STATEM ENT

The Bank recognizes that it has a corporate sociaI and environmental

responsibility and has a documented poticy approved by the Board in

support of this.

ln 2009, the NIC Bank Group renewed its focus on its main corporate

social responsibitity programmes r.e. Environment and Education, with a

long term view of sustaining the projects at hand.

EDUCATION

Education remains a priority for the Bank as it seeks to enhance access,

ensure retention and reduce disparilies and inequaLrties in the

provision of secondary schoot education in Kenya.

To ensure efficiency and effectiveness of its sponsorships, NIC Bank

Group opted to partner with welt established educationaI trusts and

non-profit organizations by aiding them f inancia[y in futf itting their rote.

ENVIRONMENT

ln 2009, the Bank partnered with lhe United Nations Environment

Proqramme IUNEPl, the East African Witd[ife Society, Kenya Forests

Working Group and Nature Kenya in cottaboration with the Kenya Forest

Service {KFS} in the 'Tupande Pamoja tree ptanting inrtiative meant to

restore Kenya's forest cover and water catchment areas.

The Bank staff joined the [ocaI communily of Nyamweru Vitlage in

ptanting more than 10,000 indigenous seedlings covering 22.4 heclares

to rehabiLitate Nyamweru Forest Btock within the Uptands Forest, which

is part of the [arger Aberdares Forest.

Through community engagement, the Bank is seeking to assist in the

country's reforestation programs meant to increase Kenya s forest

cover from the current 1.7o/o lo 10ok.

Some of the areas that benefited from our contribution and participation

are hightighted on page 22.

EMPLOYEE WELFARE

Elhrc,rlStanriar rl:
The Bank conducts business rn comptiance with high ethicat

standards of business practice. The Bank has a Code of Conduct

which outLines the princip[es and poticres that govern the activi-

ties of the company, and to whrch the employees must adhere. A[
emptoyees and directors have committed to toltow NIC Bank's

Code of Conduct.

Upon emptoyment, new members of staff must sign the Code of

Conduct acknowledging that they have read and are committed to

abide by the Code of Conduct.

Cornmunication

The Bank encourages draLogue and participation from a[[ employees

lhrough internaI e-maiI and team-buiLding initiatives. Further, the

Bank holds an annuaI staff conference where at[ staff members meet

for discussions on the Bank's progress and strategic direction.

The human resouTce change management cycte whrch began

in 2007 came to a ctose at the end of 2009. AII the action points

recommended by staff and approved by the Bank s Executive

Committee were implemented to enhance the working environ-

ment that aims to inspire emptoyees to give their best. The action

points addressed staff concerns in the areas of tatent manage-

ment, career management, work tife batance. communication and

[eadership.

Feedback has been provided to staff on the changes made

during this period and was welI received during the annualstaff
conference of December 2009.

r-'lrI pOr,rtr''!'i i L.rIl

As part of the 50 years anniversary cetebrations a corporate

vatues campaign was conducted. The objective is to make em

ployees understand company vatues, cutture and phitosophies.

This was done in three stages; awareness/ educatron stage,

ownership and af f inily ptans. The campaign was we[[ supported by

staf f through participation in the promotional activities.

The core values which define the staff conduct inctude: integrity,

professronalism, innovation, passion and responsiveness.

jl.ifI Ir.rrn,r,rr il l-lrrva,iL)l)rrra ir1

NIC Bank attaches great importance to sta{f training and

devetopment as a means of ensuring that the organization is futty

and appropriately staffed with employees who have requisite

competencies to perform their jobs and that al.I staff feeI valued

and supported.

The training program is designed to attain the highest standards

in the banking industry and is continuousty benchmarked with

other l.eading ptayers. The Bank s poIicy is to provide training that

strikes the approprrate batance between short and [ong term

resource requirements with regard to the size and compLexity of

its operatrons and the need to offer the highest quality of service.

The training process begins with an induction phase which atso

comprises of mandatory courses on the Bank's products, services

and strategic thrust. Thereafter, on-the-job-training is the

foundation upon which a[[ other types of trarning must depend.

This process is futty supptemented by a mentoring program

and we acknowtedqe the rote that our experienced members of

staff play in training their cotleagues. ln addition, taitor made

courses/ workshops are arranged to meet specific skit[ and

knowtedge requirements. Recenl atlention has been given to
enhancing customer care skilts and unrformity of customer care

across the branches. To give staff an tnternationaI exposure the

Bank has identified overseas strategic partners with whrch staff

are attached, and trained.

With the current emptoyee skit[-base. the Bank is ab[e to

ef f ectively compete both locatly and internatronatly.
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REPORT OF THE DIRECTORS

The directors have pleasure in submitting their report together with the audited financiaI statements for the year ended 31

December 2009 in accordance with Section 22 of the Banking Act and Section 157 of the Kenyan Companies Act which disctoses

the state of affairs of the Group and Bank.

ACTIVITIES

The principaI activities of the Group are the provision of retaiI and corporate bankrng, stock brokerage, and rnvestment

banking services.

RESULTS FOR THE YEAR

The profit for the year of Shs 1,079,1 1 7,000 [2008: Shs 1,035,763.000) has been added to revenue reserves

DIVIDENDS

An interim dividend of Shs 0.25 per share amounting to Shs 81,590,000 was paid to shareholders on 2 October 2009

The Board has resotved to recommend to the sharehotders at the forthcoming AnnuaI Generat Meeting, scheduled for

12 May 2010, the payment of a frnai dividend for the year of Shs 0.25 12008, Sns 0.251 Ior every ordinary share of Shs 5.

The dividends wi[[ be payabte to the sharehoLders registered on the Company's register at the close oi business on

25 March 2010 and witt be paid on or after 12 May 2010. The register will remain closed on 26 March 2010 for the

preparation of dividend warrants.

BONUS SHARES

Subject to receiving a[[ the regutatory approvals, the directors propose to issue bonus shares in the ratio of one bonus

share for every ten shares he[d.

DIRECTORS

The directors who held office during the year and to date are shown on page 1 5

ln accordance with articles 97 of the Artictes of Association, P V Shah, who was appointed on 23 February, 20i0 retires

f rom office and, being etigible offers himsetf for re-election.

lnaccordancewithartictesl0B, l09andll0oftheArtictesofAssociatron,JPMNdegwa,FNMwanziaandFMMbiru
retire by rotation and, berng etigibte offer themselves for re-election.

6, AUDITORS

Deloitte & Touche, having expressed their wittingness, wilI continue in office in accordance with section 159 {2] of the

Companies Act and sublect to section 2411) of the Banking Act.

APPROVAL OF FINANCIAL STATEMENTS

The financiaL statements were approved by the board of directors on 23 February, 2010

BY ORDER OF THE BOARD

L MURAGE

Group Company Secretary

Nairobi

23 February.2010
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STATEMENT OF DIRECTORS' RESPONSIBILITIES

The Kenyan Companies Act requires the directors to prepare financiat statements for each financiaI year which give a true and fair

view of the state of affairs of the Group and the bank as at the end of the financial year and of the operating resutts of the Group for

thatyear. ltatsorequiresthedirectorstoensurethatthebankandit'ssubsidiarieskeepproperaccountrngrecordswhichdisctose
with reasonable accuracy at any time the financiaI position of the Group and the bank. They are atso responsible for safeguarding

the assets of the Group.

The directors are responsible for the preparation and fair presentation of these financiaI statements in accordance with lnternationaI

FinancraI Reporting Standards and the requirements of the Kenyan Companies Act. This responsibility inctudes: designing,

imptementing and maintaining internaI controLs relevant to the preparation and fair presentation of financiaL statements that

are free from materiaI misstatement, whether due to fraud or error, setecting and apptying appropriate accounting poticies, and

making accounting estimates that are reasonabte in the circumstances.

The directors accept responsibitity for the annuat financiat statements, which have been prepared using appropriate accounting

poticies supported by reasonable and prudent judgements and estimates, in conformity with lnternationaI FinanciaI Reporting

StandardsandinthemannerrequiredbytheKenyanCompaniesAct. Thedirectorsareof theopinionthatthefinanciatstatements

give a true and fair view of the state of the financiaL affairs of the Group and the bank and of the Group s operating resu[ts. The

directors further accept responsibitity for the maintenance of accounting records which may be retied upon in the preparation of

financiaI statements, as we[[ as adequate systems of internaI financiaI controt.

Nothing has come to the attention of the directors to indicate that the bank and its subsidiaries wit[ not remain a going concern for

at least the next twelve months from the date of this statement.

J P M NDEGWA

Chairman

23 Februa ry, 20 1 0

] W MACHARIA

Group Managing Director

?/. IT*E NIC Bank Limited I Annuat Report & Financial Statements 2009



Deloitte.

IN DEPENDENT AUDITORS' REPORT

TO THE MEMBERS OF NIC BANK LIMITED

'Brttf

llember o{ Deiorite Touche Tohmatsu

Delo 1te b lr:r-,-tP
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Report on the Financial Statements

We have audited the accompanying financiaL statements of NIC Bank Limited set out on pages 25 to 90 which comprise the consotidated

and bank statements of f inanciaI position as at 31 December 2009, and the conso[idated statement of comprehensive income, conso[idated

and bank statements of changes in equity and consotidated statement of cash fLows for the year then ended, and a summary of significant

accounting po[icies and other exptanatory notes.

Directors' Responsibitity for the FinanciaI Statements

The directors are responsibte for the preparation and fair presentation of these financiaI statements in accordance with lnternationaI

Financiat Reporting Standards and in the manner required by the Kenyan Companies Act. This responsibility includes: designing,

impLementing and maintaining internaI controLs retevant to the preparation and fair presentation of f inanciatstatements that are f ree lrom

materiat misstatement, whether due to fraud or error; setecting and apptying appropriate accounting potrcies; and making accounting

estimates that are reasonabte in lhe circumstances.

Auditors' Responsibitity

0ur responsibitity is to express an opinion on these financiaI statements based on our audit. We conducted our audit in accordance with

lnternationaI Standards on Auditrng. Those standards require that we comp[y with ethicaI requirements and plan and perform the audit

to obtain reasonab|.e assurance whether the financiaI statements are free f rom materiaL misstatement.

An audit invotves performing procedures to obtain audit evidence about the amounts and disctosures in the financiaI statements. The

procedures selected depend on our judgement. inctuding the assessment of the risks of materiaI misstatement of the f inanciat statements,

whether due to fraud or erroT. In making those risk assessments, we considered the internaI controls relevanl to the entity s preparation

and fair presentation of the financiaI statements rn order to desrgn audit procedures that were appropriate in the circumstances, but

not for the purpose ol expressing an opinion on the entity s rnternal controts. An audit atso includes evatuating the appropriateness

of accounting poticies used and the reasonabLeness of accounting estimates made by the directors, as we[[ as evaIuating the overalL

presentation of the f inanciaI statements.

We beLreve that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion

0pinion

ln our opinion, the accompanying financiat statements give a true and fair view of the state of financiaI affairs of the bank and its

subsidiaries as at 31 December 2009 and ol its profit and cash ftows for the year then ended in accordance with lnternationaI Financiat

Reportrng Standards and the requirements of the Kenyan Companies Act.

Report on 0ther Legat Requirements

As required by the Kenyan Companies Act we report to you, based on our audit. that:

il *" have obtained atl the information and explanations which to the best of our knowledge and betief were necessary for the

purposes of our audit;

iil in our opinion proper books of account have been kept by the bank. so far as appears from our examination of those books; and

iiil the bank s statement of financiat position is in agreement with the books of account.

Detoitte & Touche

Certified Pubtic Accountants IKenyal

23 February, 2010

Nairobi

t'a....ct.,)t.1 N.lo.ye;OAloo H6adho(e'NRHrra'EWlrunqo J\4Rrdre DtliMtD.lri, ANMuIdYJ lNYargaia 50On/.loq. l!i lvaiqar



CONSOLI DATED I NCOM E STATEM ENT
for the year ended 31 December 2009

lnterest income

lnterest expense

NET INTEREST INCOME

Fee and cornry'ission income

Fee and comnrtssion exoense

NET FEE AND COMMISSION INCOME

Forergn exchange income

0ther operatrng income

OPERATING INCOME

lrnparrment on Loans and advances

Eniptoyee expenses

Generai and adnrinistrative expenses

OPERATING EXPENSES

PROFIT EEFORE TAXATION

lncome tax expcnso

PROFIT FOR THE YEAR

PROFIT ATTRIBUTABLE TO

Equity hotders of the parent entity

Non-controtling interests

EARNINGS PER SHARE . BASIC AND DILUTED

DIVIDEND PER SHARE - DECLARED

- PROPOSED

Note

14[al

t5

2,lr1lr,06l, 2,015.222

?

8

2009

Shs'000

1,125.tl40

{2,01 1 .3761

2008

Shs'000

3,747.301

11,732.0791

692.271

134,A271

657,St l,

569,82 1

.26,8841

512,937

9

10

lcl
12

t3

502,175

266,695

385,784

220,510

3,841,078 3,164,453

(1 e4,551 I

{B 13,3e61

1672,3321

11,680,2791

|.163./19/+l

(1,030,1 59)

1820,6421

12.31t,,2851

't,526,793

l/+/+l,c75l

1 ,085,71 I

1,484,171

l/,/.6,/.93l,

1,037,681

1 ,079,117

6,601

1,035,763

1.918

1,085,718 1,037,681

16 Shs 3.31 Shs 3.18

16 Shs 0.25 Shs 0.25

17 Shs 0.25 Shs 0.25
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
for the year ended 31 December 2009

PROFIT FOR THE YEAR

OTHER COMPREHENSIVE INCOME

Revaluation of avartabte-for-sa[e financiaL assets

Deferred tax on revaluation surplus

Surptus on revatuation of buitdings

Foreign currency trans[ation differences

OTHER COMPREHENSIVE INCOME FOR THE YEAR NET OF TAX

TOTAL COMPREHENSIVE INCOME FOR THE YEAR

TotaI comprehensive income attributabte to:

Equity ho[ders of the parent entity

Non-controIting interests

15

Note

26lal
35

35 {bl
36ldl

2009

Shs'000

1 ,085,718

8.769

,,32,121]|

2008

Shs'000

1.037,68I

112,9231

132.3251

107,750

123,3s21 62,fiz

r,062,366 t.100.18i1

'r.098,265

1.918

1,055,765

5.601

1,062,366 t,100,t8i1

c)
t_o
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o
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CONSOLIDATED STATEMENT OF F!NANCIAL POSITION
as at 3l December 2009

ASSETS

Cash and balances with Central Banks

Items in the course of coltection

Deposits and balances due from banking institutions
Government securities
Derivative assets held f or risk management

Loans and advances to customers
0ther assets

Current income tax recoverabte

Deferred tax asset

Other lnvestments

Property and equipment

IntangibLe assets

0perating tease prepayments

TotaI assets

LIABILITIES

Customer deposits

Deposits and batances due to banking institutions
Derivative tiabitities he[d for risk manaqement

Line of credit

Current income tax payabte

Other Liabilities

Unc[aimed dividends

Deferred tax Iiability

Totat tiabitities

EOUITY

CapitaI and reserves attributabte to equity holders of the parent
Share capitaI

Share premium

Revatuation surptus

Revenue Teserves

Statutory TeseTVe

TransLation reserve

Note

18

19

20

21

22

23

24

14lcl

35

261a1

27

28

29

30

31

22

32

14lcl

31

17

35

36[al

36[al

35lbl

36[cl

36ldl

2009

Shs'000

3,754,778

197 ,149

1,936,616

4,332,080

1,400

32,511,082

190,522

70,563

22,342

4?,998

798,255

692,706

7.750

/+7,558,2t 1

39 ,514.275

56,7 67

465.202

860

666,/107

43,825

18,651

t 0,765,987

2008

Shs'000

2,670,862

575,644

4,095,851

3,974,918

29,954.948

20t+,250

2.264

34,229

673.997

424,281,

7,875

42,619,119

6,/+24,473

367.781

35,238,38 r

4.843

81 ,563

663,275

9 4,7 56

91 1 ,852

36,552

22,137

37,053,369

1,/+83,1,62

3t+0,946

161.284

3,254,083

28t+,696

5,52t+,t+71

41 ,279

1 ,63',t ,808

1 92,600

165,272

4,173,753

293,161

132,1211

Non-controtling interests

Totat equity

Total. [iabitities and equity

39lcl

6,792,25t 5,565.750

47,558,241 42,619,119

The financiaI statements on pages 261o90 were approved by the board of directors on 23 February 2010 and were siqned on

its behatf by:

J P M NDEGWA

C hairman

] W N4ACHARIA

Group Managinq Director

F N MWANZIA

Director
L MURAGE

Group Company Secretary
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BANK STATEMENT OF FINANCIAL POSITION
as at 31 December 2009

ASSETS

Cash and batances with CentraI Bank of Kenya

Items in the course of collectron

Deposits and ba[ances due from banking instrtutions

Government securities

Derivative assets he[d for risk manage ment

Loans and advances to cr.rstomers

0ther assets

Current rncome tax recoverabie

Due {rom qroup cornpanies

lnveslme.rl n subsrdrary compantes

Property and equiprnent

lntangrble assets

0peratrnq [ease prepayments

Tot.lI assets

LIAB IL ITIE S

Customer deposits

Deposits and batances due to bankrng tnstitulions

Derrvative lrabitrties hetd for rrsk manaqemenl

Line of credit

Amounls dLrc to gr oup co'np3nrPcr

Current income tax payatlle

0lher liabrIrtres

[Jnclarmed divrdend:;

Deferred tax IiabiIrty

Totat trabitities

EOUITY

Share r:apitaL

Share premiurn

Revatuation surp[us

Revenue r eserves

Statutory reseTVe

Totat equity

Totat tiabitities and equity

Note

18

19

20

21

22

23

2t,

t 4lcl

25

26tbl

?7

28

29

30

31

22

32

33

14lcl
31

17

35

36lcl

I- N MWANZIA

D i rector

2009

Shs'000

3,272,688

1 55,876

4,056,301

3,858,1 03

1,/100

31,133,484

1 s5,003

37,33/t

2,346

1 ,147 .786

7 69 ,349

57,893

7,750

44,555,313

2008

Shs'000

2,670,862

567,924

4,093,538

3,974,918

29,954,9t+8

167,142

262,598

278,666

671,790

53,91 0

7,875

42,704,171

35,238.381

/+,81+3

81,563

663,275

290,413

94,724

7 42,975

36,552

22,303

37,175,029

1,483,462

3t 0,946

17 4,207

3,245,831

284.696

5,529,142

1.2,701.,171

36.977.360

465,202

224,090

1!92,223

43,825

18.651

38,221 ,351

36(al

36[a]

36(bl

1,631,808

192.600

169 ,426

1,154,042

286,086

6,t 33,962

4/.,655,31 3

The frnancraI statenlents on paqes 26 to 90 were approved by the board of drrectors on 23 February 2010 and were signed on

rls behalf by:

9
Jo

t
o

3o
o
l.,I P M NDEGWA

Cha rrma n

J W N/ACHARIA

Group Managing Director
L N/URAGE

Group Company Secretary
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CONSOLIDATED STATEMENT OF CASH FLOW
for the year ended 31 December 2009

CASH FLOWS FROM OPERATING ACTIVITIES

Cash {used in)/generated from operations

lncome tax paid

Net cash lused in)/generated from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Cash outf low on acquisition of subsidiary

Acquisrtion of subsidiary, net of cash acquired

lnvestment in quoted shares

Purchase of equipment

Purchase of intangibte assets

Proceeds from sate of equipment

Net cash generated from/(used inl investing activitles

CASH FLOWS FROM FINANCING ACTIVITIES

Dividends pard

Net cash used in financing activities

NET IDECREASE}/INCREASE IN CASH AND CASH EOUIVALENTS

CASH AND CASH EOUIVALENTS AT 1 JANUARY

CASH AND CASH EOUIVALENTS AT 31 DECEMBER

822.130 1291,1351

17 1148.490) t305,1 I I l

[ 1 48,490] [305,1 I I ]

,t17?,2691 2,121,635

?,?59,286 5,137,651

38 tbl 7,087,017 ?,259,286

Note

38lal
14lcl

2009

Shs'000

1217,099)

t52B.8r 0l

2008

Shs'000

3, r 78,080

1460,1 99)

{845,909} 2,717,891

39lal
39 tbl
26lal

27

28 lal
38lcl

1.14,9 t 91

1,092,192

1220,564],

137,2251

2,676

|52.123]|

[46,1 52)

[1 59,7s31

t2e, r 04)

5,997
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NOTES TO THE FINANClAL STATEMENTS

1) Reporting Entity

NIC Bank Limited {The "bank'} and its subsidiaries Itogether. the Group) provide a range of financiaI services that inc|.ude

banking, brokerage, investment banking and bank assurance services. NIC Bank Limited is incorporated in Kenya under

the Companies Act as a pubLic Limited Liability company, and is domicited rn Kenya. The bank's shares are listed on the

Nairobi Stock Exchange {NSE) NIC Bank Limrted and it's subsidiaries operate in Kenya and rn Tanzania through it s
subsidiary Savings and Finance Commercial Bank Limited.

The address of its registered off ice is as foLlows:

LR PLot No.8182

NIC House, Masaba Road,

P 0 Box 44599

Nairobi-GP0 00100

2l Standards and interpretations affecting the reported resutt or financiaI position

Adoption of new and revised lnternationaI FinanciaI Reporting Standards IlFRSs]

al Sttrrdard.,, arncn(lrncnts and inttr prctatrons cltcctivc on cr .rtter '1 Janu.rry 2009

The following standards, amendments and interpretations, which became effective in 2009 are retevant to the group:

I F RS 7 lrnprovinq Li iscLosurt:s ilbor.rt tlnarlc i.lt rn stru nlcr\t1,

The IASB pubtished amendments to IFRS 7 in March 2009. The amendment requires enhanced discLosures about fair

value measurements and tiquidity risk. ln particuLar, the amendment requires disctosure of fairvaLue measurements

by level of a fairvalue measurement hierarchy. The adoption of the amendment resutts in additionaI disclosures but

does not have an impact on the financial position or the comprehensive income of the Group and the bank.

IFRS 8 0peratinq s0gments

IFRS 8,-0perating segments , replaces IAS 14, 'Segment reporting'. The new standard requires a'management approach'.

under which segment information is presented on the same basis as that used for internaI reporting purposes. The

segments wiL[ be reported in a manner that is consistent with the internaL reporting provided to the chief operating

decision-maker. The application of IFRS 8 does not have any materiaI effect for the Group.

IAS I Presontation of financiaI statements

A revised version of IAS 1 was issued in September 2007. lt prohibits the presentation of items of income and expenses

lthat is, 'non-owner changes in equity'l in the statement of changes in equity, requiring 'non-owner changes in equity'

to be presented separatety from owner changes in equity in a statement of comprehensive income. As a resutt, the

group presents in the statement of changes in equity atl owner changes in equity, whereas atl non-owner changes in

equity are presented in the statement of comprehensive income. According to the amendment of IAS 1 in January 2008,

each component of equity, including each item of other comprehensive income. shoutd be reconcited between carrying

amount at the beginning and the end of the period. The adoption does not have any impact on retained earnings.

The Group also adopted the use of the tittes per revised IAS 1 of statement of financiaI position' and statement of

cash flows'to descrrbed the batance sheet'and cash ftow statement respectively.

IAS 23 Borrowing costs

A revised version of IAS 23 was issued in March 2007. lt e[minates the option of immediate recognition of borrowing

costs as an expense for assets that require a substantial period of time to get ready for their intended use. The

apptication of IAS 23 amendment does not have a material impact on the consolidated result or items of the

consotidated financiaI position.
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NOTES T0 THE FINANCIAL STATEMENIS lcontrnued)

2l Standards and interpretations affecting the reported resu[t or financiaI position lcontinuedl

Adoption of new and revised lnternationaI FinanciaI Reporting Standards IlFRSs] {continued)

i.ll r:,1 utri.rr(i!iln(i,nlIil,i1,l.il ,)', .-,,, il i Lrl i,;r .' i r ll. t ,

The fotlowing standards and interpretatrons have been issued and are mandatory for the Group's accounting periods

beqinning on or after 1 Juty 2009 or [ater periods and are expected to be retevant to the group:

1l ll., !lr,:.,r., ,,,,,1.' ,r ,j,,
The revised standard continues to appiy the acquisrtion method to busrness comtrinat ons. wrth sonre signifrcant

changes. For example, atI payments to purchase a business are to t]e recorded at fair value at lhe acquisition date, with

contingent payments c[assifred as debt subsequentty re-measured through the income sta{ement. There is a chotce,

on an acquisition-by-acqursrtion basrs. to measuie the non-controLting interest tn tlre accluiree either at farr vale or at

the non-controtttng intercst's proporlionate share ol the acquiree s nel assets. Att acqu srtton-rctated r-osts shoutd bc

expensed. The Group wilt appty IFRS 3 {revisedl prospectivety to atI busrness combinations Irom 1 January 2010.

j' ,1 '' ,', " , ;,1

The revised standard TequrTes the ef f ects of all transactions wrth nor.r controllrng rntorests to be recorded in equrty ii

there ts no change in controI and these transactrons witl no Iongc,r resull in goodwiIt or qarns and losses. The standard

also specif ies the accountinq when controI rs lost; any romaining interest rn the er]trty is re nrea:;ured to fair vatue, anrl

a garn or loss r:, recor;nrsed in profrt or [oss. The Group witl apply IAS 27 lrevrsed) prospc.ctively lo lransactrons wrth

non-controt[ing interests f rorn 1 January 2010. ln the f uture. thi:; qurdance wrl[ atso tencl to pr oduce hiqher voLatitrty in

equity and/or earnings rn connectron wrth the acqursition of tnterests Lry the Group.

i .r | , (i, I r' tl(r I ,. ., ,1 r'irl {:l 0 lri, ilr ti,irtil ii, :rL

lhe amendment Etrqrble hedged rtenrs rrvas rssued in Juty 2008. lt provrdes gurdance ior trvo situatrons 0rr the

designat on of a one s,ided risk in a hedqed iterrr, IAS 39 conctudes that a purr.hased optron desrqnated in rts entrrety

as the hedging instrument o{ a one-srcjed risk wrl[ not be perfec.tly ellective. The desiqnat on of inf [atron .:s a hedqed

risk or porlron is not pernritted unLess rn partrcular srtu.rtrons. I hrs wrtI rrot qive ri:e to any chanqes to the Group's

financiaIstatemenls.

I ir [.tt i r.,, i. : i,'i ]..:irl I ,.,,'.ir,;.

IFRIC 17 was rssued in November 2008. lt addresses how the non cash cirvrdends rirstrrbuted to the sharehotders

shouId be measured. A d vrdend obtigatron rs reco!n]zled when the drvidend was authortsed by the appropnate enttty

and is no Ionger at the d scretion of the entity This dividend obtigation shoutd i:e recognised at the f arr value of the net

assets to be d stributed. Ttre dilference between the drvrdend pard and the amount carried forward oI the nel assets

drstributed shoutd be recoqnrsed in profrt and Ioss ACditionat disctosures are to be made if the net assets being hetd

for drstrrbutron to owners nreet the definition of a drscontrnued operation. The apptrcatron of IFRIC'1 7 has no impact

on the f inanciaI statements of the Group

IFRIC 1U, Transf er s of ;rsst:ts f rorn cuslorrer:;
IFRIC 1 B was issued rn January 2009. ll ctarifres how to account for transfers of items of property, ptant and equipnrent

by entitres that recetve such trans[ers Irom their customers. The interpretation also applies to agreements rn whrch

an entity receives cash from a custonrer when that amount of cash rnust be used onLy to construct or acquire an item

of property, ptant and equrpment, and the entrty must then use that item to provide the customerwith ongoing access

to suppty ot qoods and/or services The Group is not impacte'd by apptyrng IFRIC 18.
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NOTES T0 THE FINANCIAL SI,ATEMENIS Icontrnucd]

2l Standards and interpretations affecting the reported resutt or financiaI position {continuedl

Adoption of new and revised lnternationat Financiat Reporting Standards (lFRSsl lcontinuedl

IFRIC lnterpretation l9 was issued on 26 November 2009 and rs effective [or annuaI perrods beginning on or after 1 July

2010 with earlier apptication permrtled. The interpretation clarrfres the rc.quircnrents of lnternationaL FinancialReportrng

Standards IlFRSs) when an entity reneqotiates the ternrs of a frnanciaI Liability with ts credrtor and the credrtor aqrees to

accept the entity's shares or other equrty instrumerrts to settte the frnancral tiabitity fully or partial[y.

IFRS9wasissued nNovenrber2009andrep[acesthosepartsof IAS39retatingtolhecIassificationandmeasuTement

of financiaI assets. Key features are as foltows:

Financial assets are required to be c[assified into two measuTement categores: those to be nreasured subsequentty at

farr value. and those to be measured subsequentty at amortrsed cost. The decrsion rs to be made at inrtial recognitron.

The ctassrfication depends on the entity s business modet for managrng its financiaI instruments and the contractuaI

cash itow characteristics of the instrument.

An instrument is subsequentLy nreasured at amortised cost onty if it rs a debt instrument and both the objective of

the entity s business modeI rs to hoid the asset to cotlect the contractual cash fiows, and the asset s contractuaI

cash flows represent onty payrnents of principat and interest Ithat is. it has on[y'basic Ioan fe.rtures']. AtI other debt

rnstrLrments are to i:e measured at fair value through profit or Ioss.

Alt equity instruments are to be measured subseouent[y at fair value. Equity instrurnents that arc. hetd f or trading witI

be measured at farrvatue through prof it or loss. For atI other equity inveslments, an irrevocable election can be made

at initial recognition, to recognize unreatised and reatised fair vatue gains and losses tl-rrough other comprehensive

income rather than profrt or loss. There is to be no recyclrng of fair value gains and Losses to proftt or [oss. This

election may be made on an inslrument by-instrument basis. Dividends are to be prcsented in profit or Ioss, as long

as they represent a return on investment.

Whi[e adoption of IFRS 9 is mandatory frorn I January 2013. eartier adoption is permitted

l,t.t:, rv,: r1r,'r11..1e ii !)',
'lmprovements to IFRS'were issued in May 2008 and Aprrt 2009. They contain numerous amendments to lFRSs. that

the IASB considers non-urgent but necessary. 'lmprovements to IFRS'comprise amendments tlrat result in accounting

changes for presentation, recognrtron or rreasurement purposes, as wetI as terminotogy or editoriaI amendments

re[ated to a variety of individuat IFRS standards. Most of the amendments are effective for annuaI periods beginning

on or after 1 January 2009 and '1 January 2010 respectivety, with eartier applrcation pernrrtted.

The directors anticipate that the adoption of amendments to various IFRSs resutting from the lnternationaI Accounting

Standards Board IlASBl s annuaI improvements project. when effective. wrlL have no materiaI impact on the frnanciaI

statements of the Group.

cl Eerivatloption'rf ;trn.j,Ir(i';

The qroup did not earty-adopt new or amended standards in 2009

,l

':-Ll

i
,],

-a

1

l1
fo
=
o'
(
o
6
3
o
f

NIC Bank Limited I Annual Report & Frnancial Statements 2009 fH 35



NOTES T0 THE FINANCIAL STATEMENTS lcontinuedl

3l Summary of signif icant accounting policies

a) Statement ol comptiance

The Group s consotidated financial statements for the year 2009 have been prepared in accordance with lnternational

Financial ReportrngStandardsIIFRS) asissuedbythelASB. AdditionaLinformationrequiredbytheregulatorybodies

name[y, CentraI Bank of Kenya and CapitaI Markets Authority is included where appropriate.

For the Kenyan Companies Act reporting purposes, in these financiaI statements the batance sheet is represented

by / equivalent to the statement of financiaI position and the profit and [oss account is presented in the statement of

comprehensrve income.

b) Basis of me;lsurcment

The consoIrdated financraI statements set out on pages 26 to 90 have been prepared on the historicaL cost basis of

accounting, as modified to inctude the revatuation of certain financrat instruments which are measured at fair va[ue

and property which is measured at fair vatue.

c) Pr esentation ot f inanci.ri ..,tatemcnt:,

The conso[idated financiaI statements comprise the consotidated statement of comprehensive income, consolidated

and bank statements of financiaI position, the consotidated and bank statements of changes in equity, the statement

of cash ftow and the notes to the financial statements.

The Group classifies its expenses by the nature of expense method

The disctosures on risks from financiaI instruments are presented in the financiatrisk management report contained

in Note 4.

The consotidated statement of cash ftow shows the changes in cash and cash equivaLents arising during the period

from operating activities, investing activities and financing activities.

d) Functionatcurrencytranstation

r) Functionat and presentation currency

The financiaI statements of each of the Group's entities are measured using the currency of the primary economic

envrronment in which the entity operates {'the functionaL currency l. The consotidated financiaI statements are

presented in Kenya Shittings. which is the Bank's functronaI and presentationaI currency.

Except as indicated, financiaI information presented in Kenya Shittings has been rounded to the nearest thousand

ii) Transactrons and batances

Foreign currency transactions that are transactions denominated, or that require settLement, in a foreign currency

are translated into the functionaL currency using the exchange rates prevailing at the dates of the transactions.

At the end of each reporting period, monetary rtems denominated in foreign currencies are retranstated at the

rates prevaiting at that date. Non-monetary items carried at fairvaLue that are denominated in foreign currencies

are retransLated at the rates prevai[ing at the date when fair vatue was determined. Non-monetary items that are

measured in terms of historicaI cost in a foreign currency are not retranstated.

Foreign exchange gains and losses resutting from the setttement of such transactrons and from the transtation

at year end exchange rates of monetary assets and tiabitities denominated in foreign currencies are recognised

in the income statement.
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3l

NOTES T0 THE FINANCIAL STATEMENTS Icontinuedl

Summary of significant accounting poticies Icontinued]

tl] Flrrrr.trcrn;ll ( ur r (,n( y tr.)r,.l,ltron lcorrtirrircdl

rrri Grottpcompt.rrrls

The results and financial position of group entities that have a functionaI currency different from the presentation

currency are retranslated rnto the presentation currency as fottows:

For the purpose o{ presenting consolidated financiat statements, the assets and Iiabitities of the Group s foreign

operatrons are expressed in Kenyan shittings using exchange rates prevaiting at the end of the reporting period.

lncome and expense items for each statement of comprehensive income are retranstated at average exchange

rales for the period.

ALt resutting exchange dilferences are recognised in other comprehensive income

Exchange differences arising from the above process are reported as foreign currency transtation differences'

and are recognised as other comprehensive income and accumulated in the transLation reserve in equity.

Goodwitt and fair value adjustments arising on the acquisition of a foreign entity are treated as assets and

Iiabitities of the foreign entity and transtated at the cl.osing rate.

ol [Jsc of cstrnrates und jtrdqcnrcnts

The preparation of financiaL slatements in conformitywith IFRS requires the use of certain criticat accounting estimates. lt

atso requires management to exercise its judgement in the process of applying the Group's accounting poticies. Changes in

assumptions may have a significant impact on the financiaL statements in the period the assumptions changed.

Esttmates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are

recognised in the year in which the estimate is revised and in any future periods affected.

During the year, the areas involving a higher degree of judgement or comptexity or where assumptions and estimates

signif icant to the f inanciaI statements are disctosed in note 5.

{} Basis of consotidation

Subsidia ries

The consoLidated financiat statements incorporate the financiaI statements of the bank and its subsidiaries for

the year ended 3'l December. 2009. A Iist of the bank's subsidiarres is set out in note 26[bJ.

Subsidiaries are those companres in which the bank either directty or indirectly has an interest of more than 50Yo of the

votingrightsorotherwisehaspowertoexercisecontroLovertheoperationsoftheentities. Subsidiariesareinctudedin

the consoLidated financiaI statements from the date effective controI commences untiI the date controL ceases.

Intra-group batances and any unreatrsed income and expenses arising from intra-group transactions are

eLiminated in preparing the consolidated f inancial statements.

The acquisition method of accounting is used to account for the acquisition of subsidiaries by the group. The

cost of an acquisition is measured as the fair vaLue of the assets given, Iiabilities incurred or assumed at the

date of exchange, ptus costs directly attributabte to the acquisition. Identifiab[e assets acquired and [iabitities

and contingent tiabiLities assumed in a business combination are measured initiat[y at their fair vaLues at the

acquisition date, irrespective of the extent of any non-controlting interest. The excess of the cost of acquisition

over the fair vaLue of the group's share of the identiliabte net assets acquired is recorded as goodwiLl. lf the cost

of acquisrtion is Less than the fair value of the net assets of the subsidiary acquired, the difference is recognised

directty rn the consotidated income statement.

lnvestment in the subsidiaries is accounted tor at cost in the books of the bank
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N0TES T0 THE FINANCIAL STATEMENTS Icontinued)

3l Summary of significant accounting poticies lcontinuedl

tl Ba.,r.. ot consoirrlrtrcr ir.rllr'ru.:rll

ql Income recognrtl()n

J r In ;act ion:., rnC noTr -.-r)r)ir oIIrng rr]tcre9ts

lnterests in the equity of subsidiaries not attributabte to the parent company are reported in consotidated equity as

non-controlling interest. Profit or losses attributabte to non-contro[ting interests are reported in the consoLidated

statement of comprehensive income as profit or loss attributabte to non-controtting interests.

The Group appties a poLicy of treating transactions with non-controtting interests as transactions with equity

owners of the group. Purchases from non-controtting interests resuLt in goodwill, berng the difference between

any consideration paid and the re[evant share acquired of the carrying vatue of net assets of the subsidiary.

lnt e, es t rrrco rn e a nd ex p0 n sLr

Interest income and expense for a[[ interest bearing financiaL instruments are recognrsed within the income

statement on accruat basis using the effective interest method. The effective jnterest rate rs the rate that exactly

discounts the estimated future cash payments and receipts through the expected tile of the financiaL instruments

lor, where appropriate, a shorter perrodl to the carrying amount of the financiaI instruments. The effective interest

rate is established on initiaI recognition of the financiat asset and tiabitity and is not revised subsequently.

The ca[culation of the effective interest rate inctudes atl fees and points paid or received transaction costs, and

discounts or premiums that are an integraI part of the effective interest rate. Transaction costs are incrementaI

costs that are directty attributabte to the acquisition, issue or disposaI of a financiaI asset or tiabitity.

0nce a financiaI asset or a group of similar financiatassets has been written down as a resutt of an impairment
[oss, interest income is recognised using the rate of interest that was used to discount the future cash flows for
purposes of measuring the attowance for impairment.

Fees and cornrs!ronS

ln the normatcourse of business, the Group earns fees and commission income from a diverse range of services

to rt s customers. Fees and commission income and expenses that are integraI to the effective interest rate on a

financiaIasset or tiabitity are included in the measurement ol the effective interest rate.

Other fees and commission income. inctuding account servicrng fees, investment management fees, ptacement

fees, brokerage fees, bancassurance fees, and syndication fees, are recognised as the retated services are
performed. When a Loan commitment is not expected to resu[t in the draw-down ol a loan, loan commitment tees

are recognised on a straight-line basis over the commitment period.

Other fees and commission expense retates mainly to transaction and service fees, which are expensed as the

services are received.

hl Frnancratinstruments

Recognition

The Group inrtiatty recognises [oans and advances, deposits and debt securities issued on the date that theyare
orrginated. At[ other financiaI assets and tiabilities are initialty recognised on the trade date at which the Group

becomes a party to the contractuaI provisions of the instrument.
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NOTES T0 THE FINANCIAt STATEMEN IS lcontrnuedl

3) Summary of signif icant accounting poticies lcontinued]

The Group ciassif ics ils f tnanctat assets into thr: [oliowing categories: FirranciaI assets at farr value through profrt

or Ioss: loans, advances and recervabLes: avaitable for sale f nanciaI assets, and held-to-maturity investn]ents.

Management determrnes the appropriate ctassrircatron of its investmenls at inrtiaI recognitton

This category has lwo :,ub-caleqonc's: Frnancra[ :rssets held ior trading and those desrqnated at fair value lhrouqh

prr:fit or Ioss at rnception. A iinancral assel is class,ified rn thrs category if acqurred prrncipatly for the purpose of

setting in the short ter m or if so designated by rnanagenrent. D€,,r v.)t ves aTe categor ised as farr vatue through

profit::nd Iosr;.

Thcsc con'rpnse solely of f orwarci iorciqn t,xchange contracts and are inrtiatly recognrscd at farr vaIue on lhe date

the'delvative contracl is crrtered inlo and subsequent[y measured at farr vaiue. Tht'fair vatue rs deternrined

usrng forward excharrge rnarket rates, at the baLance sheet c.lale or appropr ate pricing rnodels. The dervattves do

not quirtrfy for ht:dgr: accountirrg. Chancles in flrr value of derivatives are recognised rrnrlediately in the statement

r:tl cornpreltenstve rrc0rIre.

[,oans. advances anci receivables aTe non denvatirve f in.:nc at asset-.. witlr f xed or determinable paynrents and

lrxed malurilies Lhat .lre not quotcd rn an actrve market. Loans ancl adv.:nces are recoqnrsed when cash is

aclvanced to borrowers.

Jri:de recervables are recoqn sed nrtratly at farr- value and sutrsequently measured at amortised cost usrng

the ef f ectivo ntcrost rrcthrrd, Iess prc.:vrs on f or irnparrnrent. A provrsion {or rrrparrment of trade receivablcs ts

established when there rs obler:trve evrcience that the Group wril not be able to cottect ati arnounts due accordirrg

to l.he originat terrrr:. of the reqe vables. Siqnifrc;rnt IrnancraI drffrcutties ol the debtor, prr:babltrty that the debtor

,"vi[[ enter bankruptr:y or lrnanciaI reorqanrs.:tion, and de-f:ru[t or dclrnqrrency rn payn']ents lrn6ro than 30 days

overduel are considered tndrcators that the trade receivable rs rmparred. The amount of the provrsion is tlre

clrfferenr:e between the .rsset's carry nq amoLlnl anC tlre presenl vatue of estintated f uture cash ftows, discounted

at llre olgttal eflcr:ttvc. rnterest r;:le. Thc car ryinq anlount oi tlre asset rs reduce.d tirrotigh the use of an atlovrance

account, and the ary'rount of the. loss rs recoqn secl in tho inconre staternent as'imparrnlenl [oss on loans and

advances'. When a trade rec.ervabLe s uncollectrble, it is wrtten off argainst the allowance account tor tracJe

re,ce vabLes. Subseque nt recovcTres o{ amounts prerviousLy wrrtten of f are credited rn the prof it or Io:;s.

ii, l{j i{r rr :rt lr rl','

These are non-derrvatrve f rnancraL assets wlth frxed or determrnable payrnents anci f rxed maturrtres that the group

has the posil.ive intentlon and abrtity to hold to rnatunly. Wlrere a sate nccurs, other than an irrstgnificant arlount

ol held to matunty assets, lhe. entire categorv woutd be tainlecl and ctassified as avaitabIe lor sale.

A', c r l.rlrtr. ltrr ;,rlt. f r nartc t;rl,r.,stt :
Avartabte-f or-:,a[e assets are assets that ar e rnlende d to be he[d tor an rndef rnite p€]r rod of trnre, whrch may be

sotd tn rcsponse to ner:ds for irquidrty or chanqes rn interest rates, exchange rates or equrty pt-ices or that are

not ctassifred as [a] finanr:i.rt assets at larr value through profit or toss, lb) [oans, advances and receivabtes, or (c-]

,rrra.tr iaL assels'tetd Io rndlL)r rly.

Avartabie for saie financial assets are rnitratly recognised at fair vatue and measured subsequent[y at fair vatue

wrth gains and losses being recognised in the consot dated statement of comprehensrve irrcome
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NOTES T0 THE FINANCIAL STATEMENTS Icontinued]

3l Summary of significant accounting poticies Icontinuedl

hl Fin;rnciatr,'rstrunrontsIcontinue,d]

ll. Classrfication(continuedl

Financiat tiabitrties

IV

Borrowings - Line of credit

Line of credit represent drawn down facilities extended to the bank. These borrowings are recognised initialLLy at

fair va[ue, net of transaction costs incurred. They are subsequentty stated at amortised cost using the effective

interest method.

Trade payabtes

Trade payabtes are recognised initiail.y at fair vatue and subsequently measured at amortised cost using the

effective interest method.

Derecog n ition

The Group derecognises a financial asset when the contractual rights to the cash ftows from the asset expire,

or it transfers substantiatly a[[ the risks and rewards of ownershrp of the financiaI asset. A financiaI tiabitity is

derecognised when its contractuaI obtigations are redeemed or otherwise extinguished.

Measur ement

FinanciaI instruments are initiaIiy recognised at fair value ptus transaction costs.

Financia[s assets at lair vaLue through profit and [oss' are subsequently carried at fair vaLue. Gains and toss arising

from changes in the fair vatue in those assets are recognised in the profit or loss in the period in which they arise.

Gains and losses arising from changes in the fair value oI availabie-for-sa[e financiaI assets' are recognised rn

other comprehensive irrcome in the period in which they arise and accumulated irr the revaIuation surptus.

When securities ctassified as avai[ab[e-for-saLe are so[d or impaired. the accumulated fair vatue adjustments

previousty recognrsed irr the revaLuation surp[us are reclassified to profit or toss.

Dividends on avaitabte-for-sate equity instruments are recognised in the statement of comprehensive income as

part of other income when the group's right to receive payments is established.

The fair values of quoted investments are based on current bid prices. lf the market lor a financiat asset is not

active land for unquoted securities), the group estabtishes fair vaLue by using vatuation techniques that inctude

the use of recent arm s tength transactions.

Loans and advances and held to matunty investments are carrred at amortised cost usrng the effective interest

rate method.

FinanciaI tiabitilies are subsequentty measured at amortised cost

lmpairment

The group reviews regutarty, on a case-by-case basis. whether any objective evidence exists of impairment,

individuatty for financiaI assets that are significant and individuatly or collective[y for financiaI assets that are not

individuatty significant. Financiat assets are impaired when objective evidence demonstrates that a loss event

has occurred after the initial recognition of the asset and that the loss event has an impact on the future cash

flows of the asset that can be estimated retiabty.
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3I

NOTES T0 THE FINANCIAL STATEMENTS Icontinued]

Summary of significant accounting poticies (continuedl

hl Financiat instrurncnts {cor.rlrrrucill

lmpairnrr:nt lcontinued]
ln the case of equity securities ctassified as avaitabte-for-sale, a srgnificant or protonged dectine in the fair val.ue

of the security betow its cost is considered as an indicator that the securitaes are impaired. lf any such evidence

exists for avai[abte-for-sale financiaI assets, the cumulative Loss, measured as the difference between the

acquisition cost and the current fairvatue, less any impairment loss on that financiaI asset previously recognised

in prof it or loss - is removed f rom equity and recognised in the income statement. lmpairment losses recognised

in the income statement on equity instruments are not reversed through the income statement.

r) 0ffsetting

FinanciaI assets and tiabitities are set off and the net amount reported in the batance sheet when there is a legaI right
to set off the amounts and there is an intention to settte on a net basis or to reatise the asset and settle the tiabitity

simultaneousty.

1) lmparr ment of tangrbtt and rnlangibte asset::

At each f inanciat position date, the group reviews the carrying amount of its tangibte and intangibte assets to determine

whether there rs any indication that these assets have suffered an impairment loss.

lf ob.jective evidence on impairment losses exist, the recoverabte amount of the asset is estrmated in order to determine

the extent of lhe impairment |.oss. The carrying amount of the asset is reduced through the use of an altowance

account and the amount of the loss is recognised in the income statement. ln cases where the asset is...ii"d at

revalued amount, the imparrment toss is treated as a reva[uation decrease.

ln determining the recoverab[e amount, the group considers the higher of the fair vaLue of the asset Less costs to set[,

and value in use. ln estimating vaIue in use, the group is cognisant of the estimated future cashftow discounted to the

present value using a pre-tax discount rate that is ref[ective of the current market assessment of time vatue of money

and the risks specilic to the asset itsetf.

lntangibte assets with indefinite usefuI life and intangible assets not yet avaiLable for use are tested for impairment
annuatLy, and when there is indication that the asset may be impaired.

Where impairment loss subsequentl.y reverses, the carrying amount of the asset lor cash-generating unit) is increased

to the revised estimate of its recoverabLe amount, but so that the increased carrying amount does not exceed the

carrying amount that woutd have been determined had no impairment loss been recognised, untess such asset is
carried at revatued amount, in which case the reversaI of the impairment loss is treated as revatuation income.

kl Loan lmpairment

Loan impairments are recognised promptlywhen there is objective evidence that impairment has occurred. Objective

evidence that loans and advances are impaired can include defau[t or de[inquency by a borrower. restructuring of a

Loan or advance by the group on terms that the group woutd not otherwise consider, indications that a borrower or
issuer wit[ enter bankruptcy, the disappearance of an active market for a security, or other observabte data relating to
a group of assets such as adverse changes in the payment status of borrowers or rssuers in the group, or economic

conditions that correlate with defautts in the group.

ln assessing impairment Losses, the Group considers the foltowing factors. in each category

il lndividuat assessed Ioan:,

The aggregate exposure to the group.

The viabitity of the customer's business mode[ and it s capacity to trade successfu[ly out of financial
difficutties and generate sufficient cash ftows to meet it's debt obtigation.
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N0TES T0 THE FINANCIAL STATEMENTS lcontinued)

3l Summary of significant accounting policies lcontinuedl

kl Loan lmpairment Icontinued)

il lndividuat assessed toans {continued}

The rea[isab[e vaLue of the security [or other mitigantsl and Liketihood of successfuI repossession net of any

costs involved rn recovery of amounts.

The amount and timing of expected receipts and, in cases of [iquidation or bankruptcy, dividend avaitabte.

The extent and complexity of other creditors commitment ranking pari passu with the group and the

tikeLihood of other creditors continuing to support the customer

ii) CoItectivetyassessed

For Loans not subject to rndividuaI assessment, to cover Iosses which have been incurred but have not yet

been identified.

For homogeneous groups of loans that are not considered individuatly significant, where there is objective

evidence of impairment.

Homogeneous groups of loans

For homogeneous groups of Ioans that are not considered individual[y significant, or in other cases, when the

portfo[io size is sma[[ or when information is insufficient or not retiabte enough, the group adopts a formu[aic

approach which at[ocates progressivety higher percentage loss rates in tine with the period of time forwhich a

customer's toan is overdue. Loss rates are ca|.culated from the discounted expected future cash flows from a

portfotio. These rates and the expected timing of future recoveries are regular[y benchmarked against actuat

outcomes to ensure they remain appropriate.

Loan write - offs

An uncottectibte loan is written off agarnst the retevant provision of impairment, either partiaIty or in futt, when

there is no reaListic prospect of recovery and the proceeds from reatising the security have been substantia[[y

or fully recovered.

Restructured toans

Restructured loans, whose terms have been renegotiated are no [onger considered to be past due but are

treated as new loans after the minimum required number of payments under the new arrangement have been

rec e ived.

tl Emptoyee expenses

Retirement benef it obIigations

The Group operates a defined contribution plan under which the Group pays fixed contributions into a separate

entity. The Group has no obtigation, legaI or constructive, to pay further contributions if the scheme does

not have sufficient assets to pay att emptoyees the benefits relating to employee service ln the current and

prior periods. The assets o{ the scheme are heLd in a separate trustee administered fund, which is funded by

contributions from both the Group and the employees.

ln addition, the Group also contributes to the National SociaI Security Fund in Kenya and in Tanzania Parastatal

Pension Fund, which are defined contribution schemes registered under respective Acts of Partiament in both

countires.

The Group s contributions to the defined contribution schemes are charged to the statement of comprehensive

income in the year in which they retate.

Contract staff are entitted to gratuity payment at the comptetion of the contract. Provision is made for gratuity

in [ine with the contracts.
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NOTES T0 THE FINANCIAL STATEMENTS {continuedl

Summary of significant accounting poticies Icontinued]

tl Emptoyee expenses {continued)

ll. Short-termbenefits
Short-term emptoyee benefit obtigations {e.g medical reimbursements and insurance) are measured on an

undiscounted basis and are expensed as the retated service is provided.

The monetary benefits for employee accrued leave entittement at the end of the reporting period are recognised

as an expense accrua[.

m) Leasehotd [and

Payments to acquire leasehotd interest in [and are treated as prepaid operating Lease rentats and amortised on

straight [ine basis over the period of the lease.

nl lncome tax expense

lncome tax expense comprises current and deferred tax. Current tax is the expected tax payab[e on the taxable profit

for the year, using currentty enacted tax rates.

Deferred tax is provided using the Liabitity method, for temporary differences between the carrying amounts of assets

and tiabitities for financiaI reporting purposes and the amounts used for taxation purposes. Deferred tax is measured

at the tax rates that are expected to be apptied to the temporary differences when they reverse, based on the laws that

have been enacted or substantivety enacted by the reporting date. Current[y enacted tax rates are used to determine

deferred tax.

A deferred tax asset is recognised onty to the extent that it is probabte that future taxabLe prolits witI be avaitable

against which the asset can be utilised. Deferred tax assets are reviewed at each reporting date and are reduced to

the extent that it is no longer probabte that the related tax benefit wilt be reatised.

o) Earnings per share

The Group presents basic and dituted earnings per share IEPS] in the financiat statements. Basic EPS is ca[culated

by dividing the profit or loss attributab[e to ordinary shareholders of the bank by the weighted average number of

ordinary shares outstanding during the period. Dituted EPS is determined by adjusting the profit or loss attributable

to ordinary sharehotders and the weighted average number of ordinary shares outstanding adjusted for the effects

of alt ditutive potentiaI ordinary shares.

pl Dividends

Dividends are charged to equity in the period in which they are declared. Proposed dividends are not accrued untiI

they have been ratified at the AnnuaI GeneraI Meeting.

q) Cash and cash equivatents

Cash and cash equivatents comprise batances with less than three months' maturity from the date of acquisition.

These includes notes and coins on hand, unrestricted ba[ances hetd with Centrat Banks, items in the course of

cottection f rom other banks, deposits held at ca[t with banks and treasury bitts with originaI maturities of less than

three months. Such assets are genera[y subject to insignificant risk of changes in their fair vatue, and are used by

the Group in the management of its short-term commitments.

Cash and cash equivalents are carried at amortised cost in the statement of financiaI posrtion

rl Leases

When the Group is the lessor in a lease agreement that transfers substantia[y a[[ of the risks and rewards incidentat

to ownership of an asset to the [essee. the arrangement is ctassified as a finance tease within loans and advances.

A[[ other lessees are classified as operating leases.
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NOTES T0 THE FINANCIAL STATEMENTS lcontinuedl

3l Summary of signif icant accounting poticies Icontinued]

Leases lcontinuedl

Minimum Lease payments made under finance Leases are apportioned between the frnance income and the reduction

of the outstanding asset. The finance income is atlocated to each period during the lease term so as to produce a

constant periodic rate of interest on the remaining baLance of the asset.

Rental income from operating leases is recognised on a straight-tine basis over the term of the re[evant [ease.

Rentals payabte under operating leases are charged to the Consolidated income statement over the terms of the

retevant [ease.

s) Repurchaseagreements

When the Group purchases a financiatasset and simuItaneousty enters into an agreement to re-setI the asset (or a

substantiat[y simitar asset) at a fixed price on a future date I reverse repo or stock borrowing'), the arrangement is

accounted for as a Loan or advance, and the undertying asset is not recognised in the Group s financiaL statements.

r)

ti Proper ty anc cquipment

Recoqnilrort ;lnd measur ement

Items of property and equipment are measured at cost less accumutated depreciation. Buitdings hetd for

administrative purposes are stated in the statement of iinanciaI position at their revaIued amounts, being the

fair va[ue at the date of revaLuation, Less any subsequent accumuLated deprecation.

Cost inctudes expenditures that are directly attributabte to the acquisition of the asset. The cost of setf-constructed

assets includes the cost of materials and direct Labour, any other costs directty attributable to bringing the asset

to a working conditron for its intended use. Purchased software that is integrat to the functronatity of the retated

equipment is capita[ised as part of that equipment.

When parts of an item of property or equipment have different useful Iives, they are accounted for as separate

items of property and equipment.

Subsequent costs

The cost of rep[acing part of an item ol property or equipment is recognised in the carrying amount of the item

if it is probabte that the future economic benefits embodied within the part wit[ flow to the Group and its cost

can be measured retiabty. The costs of the day-to-day servicing of property and equipment are recognised in the

Consotidated income statement as incurred.

ln relation to buiLdings, revaluations are performed with sufficient regu[arity such that the carrying amounts do

not differ materiat[y from those that wouLd be determined using fair value at the end of the reporting period.

Any increase arising on the revatuation is recognised in other comprehensive rncome and accumuLated in

the revatuation surpl.us. Decreases that offset previous increases of the same asset aTe recognised in other

comprehensrve income and charged against the revaIuation surpLus; aL[ other decreases are charged to the

statement of comprehensive income.

The gains or loss arising on the disposaI or retirement of an item of property and equipment is determined

as the difference between the saLes proceeds and the carrying amount of the asset and is recognised in the

ConsoLidated income statement.

lll. Depreciation

Depreciatron is ca[cutated on a straight-[ine basis to allocate the costs or revatued amounts over their estimated

usefu[ lives as fo[[ows:

BuiLding

Furniture, f ittings and equipment

Motor vehic[es

Com puters

2.5o/o

20.0o/o

20.00k

33.30/o
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NOTES T0 THE FINANCIAL STATEMENTS lcontinued]

3l Summary of significant accounting policies Icontinued]

t) Property and equipment lcontinuedl

lll. Depreciationlcontinued)

Depreciation methods. usefu[ lives and residuaI values are reassessed at each reporting date

Excess depreciation. representing the additionaI depreciation based on revatued amounts over depreciation

based on historicaL costs, is transferred annuatty from revaluation surptus to revenue reserve.

u) lntangib[e assets

Goodwitt

Goodwit[ arises on business combinations through acquisition of subsidiaries when the cost of acquisition exceeds

the fair vaLue of the Group s share of the identifiabLe assets, liabitities and contingent Liabitities acquired. lf the

Group's interest in the fair vaIue of the identifiabLe assets, Liabitities and contingent Liabitities of an acquired

business is greater than the cost to acquire, the excess is recognised immediatety in the Consotidated income

statement.

Goodwit[ is altocated to cash-generating units for the purpose of impairment testing, which is undertaken at the

lowest levet at which goodwitt is monitored for internaI management purposes. Impairment testing is performed

at least annuat[y, and whenever there is an indication that the cash-generating unit may be impaired, by comparing

the present value of the expected future cash flows from a business with the carryrng value of its net assets,

including attributabte goodwi[t. Goodwitt is stated at cost Less accumu[ated impairment Losses which are charged

to the Consotidated income statement.

ll. Computer soltware

Acquired computer software and related ticenses are stated at cost less accumu[ated amortisation. Subsequent

expenditure on software assets is capitatised onLy when it increases the future economic benefits embodied in

the specific asset to which it re[ates. AtI other expenditure rs expensed as incurred. Where software is not an

integraI part of the retated hardware rt is recognised as an intangibte asset.

Amortisation is recognised in profit or loss on a straight-[ine basis over the estimated useful life of the software

from the date that it is avaitabte for use. The estimate usefu[ [ife of software is three to five years.

lll. License

Separatety acquired licences in business combination are initia[Ly recognised at their fair vatue at the acquisition date

iwhich is regarded as costl. Licenses with an indef inite usef uL life are not amortised and are reviewed at each reporting

date to determine whether events and circumstances continue to support an indefinite usefu[ life assessment of the

asset. Where the Group re-assesses the usefuI tife of an intangible asset as finite rather than indefinite, the asset

may be considered to be impaired. The Group tests the asset for rmpairment annually and whenever there is an

indication that the intangib[e asset may be impaired by comparing it s recoverable amount, with the carrying amount

and recognising any excess of the carrying amount over the recoverable amount as an impairment.

v) Provisions

Provisions for legaI c[aims are recognised when the Group has a present legaI orconstructive obtigation as a resutt

of past events; it is probabte that an outflow of resources wiL[ be required to settte the obtigation; and the amount has

been reliabty estimated. Provisions are not recognised for future operating [osses.

Where there are a number of simitar obtrgations, the tikel.ihood that an outftow wr[[ be required in settlement is

determined by considering the ctass of obIigations as a whote. A provision is recognised even if the Iiketihood of an

outfLow with respect to any one item inctuded in the same ctass of obIigations may be smatL.
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NOTES T0 THE FINANCIAL STATEMENTS lcontinuedl

3l Summary of significant accounting poticies lcontinuedl

wl Share capitaI

Ordinary shares are ctassified as equity. lncrementaI costs directty attributabte to the issue of new shares are shown

in equity as a deduction, net of tax, from the proceeds.

Statutory reserve

IAS 39 requires the Group to recognise an impairment loss when there is objective evidence that loans and advances

are impaired. However, prudentiaI guidelines issued by banking regu[ators require the group to set aside amounts

for impairment losses on loans and advances in addition to those losses that have been recognised under IAS 39. Any

such amounts set aside represent appropriations of retained earnings and not expenses in determining profit or [oss.

These amounts are deatt wrth in the statutory reserve.

yl Contingenttiabitities

Letters of credit, acceptances, guarantees and performance bonds are generatty written by the Group to support

performance by a customer to third parties. The Group witt onty be required to meet these obligations in the event

the customer defauLts. These obLigations are accounted for as off baLance sheet transactions and disc[osed as

contingent tiabitities.

Fiduciary activities

Assets and income arising thereon together with retated undertakings to return such assets to customers are exc[uded

from these financial statements where the bank acts in a fiduciary capacity such as nominee, trustee or agent.

aa) Segmentatreporting

0perating segments are reported in a manner consistent with the internal reporting provided to the chief operating

decision maker [Group management). The management then altocates resources to and assesses the performance

of the operating segments of the Group. The operating segments are based on the Group's management and internal

reporting structure. ln accordance with I FRS 8 the Group has the fo[[owing business segments; corporate and institutionaI

banking, treasury dealing and brokerage, retaiI banking, asset finance and investment banking lsee note 6].

bbl Comparatives

Except otherwise required, a[[ amounts are reported or disctosed with comparative information.

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

x)

zl
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NOTES T0 THE FINANCIAL STATEMENTS lcontinuedJ

lrl Financial risk management objectives

Group risk management framework and governance structures

The Group's business involves taking on risks in a targeted manner and managing them professionally

The Groups aim is to achieve an appropriate balance between risk and return and minimise potentiaLadverse effects on

the Group's iinanciat performance.

The Group defines risk as the possibitity of losses or profits foregone, which may be caused by internaI or externaL factors.

The Board of Directors has overa[[ responsibiLity for the estabLishment and oversight of the Group's risk management

framework. As part of it's governance structure, the board of directors has embedded a comprehensive risk management

framework to identify atL key risks for the Group, measure these risks, manage the risk positions and determine capitaI

aitocations. The poLicies are integrated in the overatt management information systems of the Group and suppLemented by

a management reporting structure.

Risk management policies and systems are reviewed regutarly to reftect changes in market conditions, products and

services offered. The Group, through its training and management standards and procedures, aims to develop a discipLined

and constructive control environment, in which att empLoyees / stakehotders understand their rotes and obtigations.

The Board's Risk Management Committee (RMC) is responsibte for monitoring compLiance with the Group's risk management

poticies and procedures, and review of the adequacy of risk management framework in retation to the risks faced by the

Group. The Group's RMC is assisted in these functions by various management committees which undertake both regu[ar

and ad-hoc reviews of risk management controls and procedures, the results ofwhich are reported to the board.

The most important type of frnanciaI risks to which the Group is exposed to are

Credit risk

Liquidity risk

Market risk
. lnterest rate risk
. Foreign exchange risk
. Price risk

The notes betow provide information on each of the above risks and the Group's objectives, policies and processes for

measuring and managing risk, and the Group's management of capitat.

al Credit risk

Credit Risk is the current and prospective risk of suffering financiaI loss that arises from the Group s customers or its

counterparties faiting to meet their contractuaI obtigations. lt arises principa[[y from, but not [rmited to commerciaI

and consumer loans and advances, commitments from Foreign exchange swaps and forward options, financial

guarantees, [etters of credit and acceptances/ avatisations, rnvestments in debt securities and other exposures

arising from trading activities and settLement batances with market counterparties. The amounts presented in

these financiaL statements are net of impairment attowances based on a prudent assessment of customers or its

counterparties abiLity to meet their contractual obtigations as out[ined by the regutators and management internal

parameters.

Credit Risk is the singte [argest risk for the Group s business. The Board of Directors and Management therefore

pay speciat attention to credit risk exposure at at[ times. The Board of Directors retains responsibility for the under-

writing and independent review of the credit risk through specificatty constituted Board sub-committees; the Board

Credit Risk as wel[ as the Board Risk Management respectively. To facititate day to day management of credit risk

r.e monitoring, control and under-writing functions, there is a speciatised. independent and centra[ized credit review/

approval team headed by the Head of Credit who reports to the Group Managing Director. The main Board retains

authority to approve credit facilities that are signif icant. 
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NOTES T0 THE FINANCIAL STATEMENTS {continued}

l,l FinanciaI risk management objectives lcontinuedl

Credit risk lcontinuedl
To comptete[y separate the sales business, credit under-writing from the credit operations functions, a separate

credit administration function that reports to the Head of Technology and Operations handtes post-approval credit

administration i.e credit operations. This structure maintains adequate governance that etiminates any confticts of

interest that may occur.

The Credit Risk management aspects are separately looked after by the Head of Risk with oversight from the Board

Risk Management Committee.

Regu[ar audits of the fut[ approvaI process and portfotios are carried out by lnternaI Audit and any adverse findings

submitted to the Board Audit & CompLiance Committee for its action.

Credit Risk Measurement

The estimation of credit exposures at the individuaI and portfotio levets is complex and requires the use of speciaI

modeLs, as the value of products or portfo[ios varies with changes in market variabtes, expected cash-flows and the

passage of time. The assessment of credit risk of a portfoLio of assets entaiLs further estimation as to the tiketihood

of defautts occurring, of the associated [oss ratios, and of defautt correLations between counterparties and their
industries.

Risk Limit ControI and Mitigation Poticies

The Group manages, Limits and controls concentration of credit risks periodicaLty against internaL and reguLatory

requirements with respect to individuaL counterparties or retated groups of counterparties, industry sectors,

business Lines, product types, amongst others.

Exposures to any one borrower Iincluding bank counterpartiesi is further restricted by sub-atlocating [imits covering

separate on and off - batance sheet product exposures and darty deIivery in relation to trading items eg. Forward

Foreign Contracts.

Lending [imits to counterparties are reviewed periodicatly in view of changing business/financiaI risks of the

borrower, in addition to market and economic conditions in which they operate in. To enabte prudent and consistent

credit assessments at the individuaL levet, the Group has a robust approva[s process and modets covering different
business segments that capture key risks in those homogeneous counterparties.

Acceptabte toterance Iimits in retation to credit risk categories are measured and monitored periodicaIty on

a revolving basis and are subject to frequent reviews but at least annuat[y. Board Risk Management Committee

regutarty sets, reviews and approves revolving [imits. ActuaI exposures against [imits are monitored daity through

the management information systems.

To faci[itate quick credit approvaL turnaround time, approvers individuat or committee discretionary [imits are

granted to them by the Board Credit Committee in Iine with approved Board of Director's poticies and in retation to

their experiences and abi[ities to make sound credit decisions.

Other specific Control and Mitigation Measures are outtrned below

Atthough the Group onty lends to counterparties that primarity show adequate capacity to repay loans. it atso emptoys

a range of poticies, practices & modets to mitigate credit risk as fottows:

a)
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NOTES T0 THE FINANCIAL STATEMENTS {continuedl

4l Financiat risk management objectives lcontinuedl

a) Credit risk lcontinued)

l. Cottateral

il

The most common credit risk mitigant is taking acceptabte cottaterat. The bank has developed specific

guide[ines for the acceptance of different ctasses of cottaterat. A generaI principle undertying the seLection of

coLlateraI is that the weaker the credit grade the more stringent the co[ateral..

Estimates of the coltateral s fair va[ues are based on the value of cotlaterat assessed at the time of borrowing,

and re-vatued every 3 years. Security structures and covenants are atso subjected to regutar review to ensure

they continue to futfiI their intended purpose. CotlateraI generatly is not he[d over deposits and ba|.ances due

from banking institutions, items in the course of cotlection, and government securities, except when securities

are he[d for reverse purchase and securities borrowrng activity.

Both short and tonger term [ending to corporate entities is generalty secured, and this is done in retation to the

ctient's credit rating score. For loans that show earty signs of deterioration/weakness. those are quickly put on

appropriate remediaI management that either reschedules or acceterates their repayment.

Credit grading

The Group sets the maximum [imit exposures of individuaI or group of ctients, on our internaI credit rating

scores in comparison to our core capitat. This is done so as to avoid taking [arge exposures on the weaker

credit graded ctients.

Setttement risk

This is the risk of loss due to the faiture of the counterparty to honour its obtigations to deliver cash, securlties

or other assets as contractually agreed. lt arises in situations where a payment in cash is made in anticipation

of corresponding receipt of cash securities or other assets. Dai[y setttement [imits are approved by the relevant

authorities and estabtished for each counterparty to cover the aggregate of a[[ setttement risks arising from the

Bank's market transactions on a singte day. Acceptance of counterparties setttement risks is determined on

the basis of financiaI strengths and other considerations subject to Board Credit Risk Committee approvats.

lmpairment and Provision Poticies

lmpairment aLlowances are recognized for financiaI reporting purposes only for tosses that have been incurred to the

date of the consotidated statements of financiaI posrtion based on objective evidence of impairment and in [ine with

regulatory and more stringent internaI ctassificatron requirements.

lmpaired loans/ advances and securities are those the Group considers it witt be probabty unabte to coLlect at[

principle and interest due according to contractuaI terms/securities agreement Is).

Write-otf Poticy

The Group writes off loans and advances net of any retated aLtowances for impairment [osses, when it determines

that the loans are uncotlectable and securities unreaLisab[e. This determination is reached after considering

information such as the occurrence of significant changes in the borrower or issuer's financiaL position such that

they can no [onger pay the obtigation. or that proceeds of sale of cottateraI wit[ not be sufficient to pay back the entire

exposure and after exhausting atI other means inctuding titigation. For smaller balance standardized loans, charge

off decisions are generatly based on product specific past due status.
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NOTES T0 THE FINANCIAL STATEMENTS lcontinued)

l,l FinanciaI risk management objectives lcontinuedl

a) Credrt risk {continued}

Credit exposures

0n - batance sheet items

Items rn the course of cotlection

Deposits and batances due from banking

institutrons

Loans and advances to customers

Government securities

0ther assets - trade receivabtes

0f f -batance sheet items

Letters of credit

Guarantee and performance bonds

l. Maximum exposure to credit risk bef ore cottateraI held

2009 2008

Shs'000

197 .149

4.936.61 6

32,511,082

4,332,080

21 ,7t+3

Yo Shs'000

575,644

4.095.851

29,954,948

3,974,918

32,928

Yo

9

67

9

I
68

I

t 1,998,670 85 38.634.289 87

2,685,558

l+,377,1+51

6

9

1,303.084

4,391.968 10

7,063,009 15 5.595.052 13

t 9,061,979 100 44,329,341 100

The above represents the worst case scenario of credit exposure for both years, without taking into account any

coLtateraI he[d or other credrt enhancements attached.

Loans and advances to customers and off-batance sheet items comprise ol B2o/o 12008; 810/ol of the total

maximum exposure. White co[[ateraL is an important mitigant to credit risk, the Group s poticy is to establish

that Loans are within the capacity of the customer to repay, as the primary way out. Other than exposures

amounting to Shs 935,384,000 {2008 - Shs 945,607,0001 that are unsecured, a[[ other faciIities are secured by

coItateral in the Iorm of charges over cash, Land and bui[dings, marketabte securities, plant and machinery

among others. The fair vatue of coltateral hetd for impaired toans and advances is Shs 385,506,000 (2008 -

Shs 410,628,000). The Group is confident that it s policies and procedures provide sufficient safeguards against

exposure on credit risk as shown.
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N0TES T0 THE FINANCIAL STATEMENTS {continued}

l,l Financiat risk management objectives lcontinuedl

a) Credit risk Icontinued]

ll. Classification of loans and advances

GROUP

2009

Loans and advances to customers

Neither past due nor impaired

Past due but not impaired

lmpaired

Gross amounts

Shs'000

29.915.681

2,262,068

1.548,270

lmpairment

atlowances

Shs'000

Net amounts

Shs'000

29,915,681

2.181.222

414,179

%

92

80,846

1 , 1 34,091

TDc
!))
o

a)
o
_<
rD{

1

Total

2008

Loans and advances to customers

33,726,019 1,21t,,937

707,379

32,51 1 ,082 100

Net amounts

Shs'000

28,469,518

1.074.802

410,628

29,951,915 100

Gross amounts

Shs'000

28,469.5,t8

1,r 60,821

1,031.988

lmpairment

altowances

Shs'000

86,019

621,360

%

95

l+

1

()

(,)

)Neither past due nor impaired

Past due but not impaired

lmpaired

Totat 30,6623n

C)
l
o

r
o
3o
ol

rE
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l
o
l
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(
o
o
3o
l
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NOTES T0 THE FINANCIAL STATEMENTS {continuedl

1l FinanciaI risk management objectives lcontinuedl

al Credit risk [continuedl

ll. Ctassification of [oans and advances

BANK

2009

Loans and advances to customers

Neither past due nor impaired

Past due but not impaired

lmpaired

Totat

2008

Loans and advances to customers

Neither past due nor impaired

Past due but not impaired

lmpaired

Gross amounts

Shs'000

28,608,593

2,220,231

1 ,t+11 ,457

lmpairment

attowances

Shs'000

80,846

1,025,951

Net amounts

Shs'000

28,608,593

2,139,385

385,506

92

7

1

32,2t 0,281

Gross amounts

Shs'000

28,169,518

1 ,1 60,821

1,031,988

1 ,106,797 31,133,484 100

lmpairment

attowances

Shs'000

86,019

621,360

Net amounts

Shs'000

28,469,518

1,074,802

t+l0,628

Yo

95

/+

1

100Total 30,662,327 707,379 29,954,9$

Loans and advances that are neither past due nor impaired
The Group ctassifies loans and advances under this category for those exposures that are upto date and in
line with contractuaL agreements. Such loans wouLd have demonstrated financial conditions. risk factors and

capacity to repay that are acceptab[e. These exposures wi[[ normatly be maintained [argely within approved

product programs and with no signs of impairment or distress. These exposures are categorised as normal
accounts in Iine with guideIines issued by banking regutators and a provision of 1 % is made and appropriated

from revenue reserves to statutory reserves.

Past due but not impaired

This category inctudes exposures that are over 30 days [31 - 90 days) past due, where losses have been incurred

but have not been identified. These exposures are graded internatty as category 2 in Iine with guideIines issued

by banking regutators. A collective attowance for impairment is made to cover losses which have been incurred

but have not yet been identified.

lmpaired loans and advances

lmpaired loans and securities are [oans and securities for which the Group determines that it is probabte that it
wiL[ be unable to coltect aLL principaL and interest due according to the contractuaI terms of the toan / securities

agreementIs). These Loans are graded categories 3 to 5 in the Group s internal credrt risk gradinq system. These

accounts under guidetines issued by bankrng reguLators are termed as non-performing loans. The Group estabtishes

a specific allowance for impairment losses that represents its estimate of incurred losses in its Loan portfotio.
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N0TES T0 THE FINANCIAL STATEMENTS {continued)

lrl FinanciaI risk management objectives (continuedl

a) Credit risk {continued)

WhotesaLe and retait

ReaI estate

Agricu[ture

Social, community and personaI services

Ma nuf acturing

Transport and communicatron

0ther

Customer deposit

Co-operative societies

insurance companies

Non profit institutions and individua[s

Private enterprises

Contingent tiabiLities

Agricu Ltu re

Business services

Wholesa[e and retarl

Transport and communication

Manuf act uring

0ther

Concentrations of risk

The Group monitors concentration of risk by economic sector in Iine with set Iimits per sector. An analysis of

concentrations within the loan and advances to customers, customer deposits and off batance sheet items are

as foLtows:

Loans and advances to customers

GROUP BANK

20092009

Yo

2008
o/o

2008

Yo

10

5

I
29

19

19

I

13

4

5

22

20

21

14

10

(

9

29

19

19

9

@
a

f
o

)3
o
s
{

Yo

1t

4

6

LC

20

21

14

100 100 100 100

GROUP

2009

%

BANK

2008 2009 2008

Yo

I

:
,ll

1

7

26

66

12

31

57

Yo

1

8

28

63

12

3I

57

100 100 100 100

GROUP

2009
o/o

BANK

2008 2009 2008
o/oo/o Yo

1

2

1/+

7

29

1

2

111

7

30

46

2

21

10

25

L2

2

?1

10

25

42

'100

TE

l1
1
o
l

il'
(n
o
@

3o
a

c)
fc

,
d
3o-o-
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N0TES T0 THE FINANCIAL STATEMENTS [continued)

l.l Financiat risk management objectives [continuedl

bl Liquidity risk
Liquidity risk is the risk that the Group wit[ encounter difficuLty in meeting obtigations {rom financiat liabitities. The

Assets and Liabitities Committee [ALC0), a management committee, is tasked with the responsibitity of ensuring that

a[[ foreseeable funding commitments and deposits withdrawats can be met when due, and that the Group witl not

encounter difficuLty in meeting obligations from its financiaI tiabitities as they fat[ due. ALC0 re[ies substantiatly on

the Group's Treasury department to coordinate and ensure discip[ine across the Group and business units, certify

sufficient tiquidity under both normaI and stressed conditions, without incurring unacceptabte losses or risking

damage to the Group's reputation.

The Group does not maintain cash reserves to meet a[[ its obtigations as experience shows that a minimum [eve[ of

reinvestment of maturing funds can be predicted with a high [eve[ of certainty.

l. Liquidity and funding management

The Group's tiquidity and funding poticies require

The group enters into tending contracts subject to avaiLabitity of funds.

Pro.lecting cash flows by major currency and considering the [eve[ of tiquid assets necessary in retation thereto.

Monitoring balance sheet liquidity ratros against internaI and regulatory requirements.

Maintaining an array of diverse range of funding sources with back -up faci[ities.

Monitoring depositor concentration in order to avoid undue retiance on [arge individuaI depositors and

ensure a satisfactory funding mix.

lnvestment in short term liquid instruments, which can easity be sotd in the market when the need arises.

lnvestments in property and equipment are property budgeted for and done when the Group has sufficient

cash ftows.

Maintaining Liquidity and funding contingency ptans. These ptans must identify earty indicators of stress

conditions and describe actions to be taken in the event of difficulties arising from systemic or other crises

white minimising adverse [ong-term imptications.

il Source of funding

The Group's major source of funding is from customer deposits. To this end, the Group maintains a diversified and

stabtefundingbasecomprisingofthecoreretaitandcorporatecustomersandlnstitutionalbankingctientele. The

Group borrows from the inter bank market through transactions with other banks, and from the wholesate markets

through transactions with pension funds and insurance companies for short term tiquidity requirements.

Exposure to tiquidity risk

The key measure used by the Group for managing tiquidity risk is the ratio of net liquid assets to deposits

from customers ltiquidity ratio]. For this purpose, net [iquid assets are considered as inctuding cash and cash

equivatents and investment in securities for which there is an active and tiquid market less any deposits from

banks, as wetl as other borrowings and commitments maturing within the next month. The banking regutators

require that the group maintains a cash reserve ratio computed as percentage of etigibte customer deposits.

Treasury receives information from other business units regarding the tiquidity profite of their financial assets

and liabilities and detaits of other projected cash ftows arising from projected future business. Treasury then

maintains a portfotio of short-term [iquid assets, large[y made up of short-term tiquid tnvestment securities,

loans and advances to banks and other inter-bank facilities, to ensure that sufficient tiquidity is maintained

within the Group as a whote. The Liquidity requirements of business units and subsidiaries are met through

various funding options to cover any short-term fluctuations and longer term funding to address any structurat

tiquidity requirements.
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NOTES T0 THE FINANCIAL STATEMENTS {continued)

1l FinanciaI risk management objectives Icontinuedl

b) Liquidity risk lcontinued]

Exposure to tiquidity risk {continued}

Conso[idated data is not utilised in the management of Group tiquidity as management is of the opinion the

figure wiL[ not materiaLty differ f rom that of the bank.

The average tiquidity ratio for the period was 34 o/o 112008 - 26"/").

The tabte in note 43(bl shows the undiscounted cash flows on the Group's financiaI Liabilities and unrecognised

loan commitments on the basis of their earliest possibte contractuaI maturity. The Group's expected cash ftows

on these instruments vary significantly from this anatysis. For example, demand deposits from customers are

expected to maintain a stabte or increasing batance;and unrecognised [oan commitments are not atl expected

to be drawn down immediateLy.

The gross nominaL inftow/loutftowl disctosed in note 43[b] is the contractual, undiscounted cash ftow on the

financiaI tiabiIity or commitment.

cl Market risk

The objective of market risk management process is to manage and control market risk exposures in order to

optimise return on risk white maintaining a market profite as a provider of financiaI products and services. Market

risks arise from open positions in interest rate . currency and equity products atl of which are exposed to generaI

and specif ic market movements and changes in the leveI of votatitity of market rates or prices such as interest rates,

credit spreads, foreign exchange rates and equity prices.

Overa[t responsibitity for management of market risk rests with ALCO. The Treasury department is responsibte for

the development of detaiLed market risk management policies lsubject to review and approvaI by ALCOI and for the

day to day imptementation of those policies.

The management of market risk is supplemented by the monitoring of sensitivity anatysis of the key market risk

variables. The bank norma[[y uses simutation models to measure the impact of changes in interest rates on net

interest income. The key assumption used in these modets inctude expected loan payoffs rates, loan volumes and

prrcing and changes in market conditions. Those assumptions are based on the best estimates of actuaI positions. The

modeL cannot precisety predict the actual impact of changes in interest rates on income because these assumptions

are highLy uncertain.

f)litf r,.;l r Jlr L,lt

The Group is exposed to the risk that the vatue of a financiaI instrument wit[ fluctuate due to changes in market

interest rates, as funds are sourced at both fixed and ftoating rates. The maturities of asset and liabitities and

the abitity to replace at an acceptable cost, interest bearing tiabitities as they mature. are important factors in

assessing the Group's exposure to changes in interest rates and tiquidity.

ln addition to maintaining an appropriate mix between fixed and floating rates deposit base, interest rates on

advances to customers and other risk assets are either pegged to the Group s base lending rate or Treasury

bit[ rate. The base rate is adjusted from time to time to reflect the cost of deposits.

Hedging activities are evatuated regu[arty in [ine with the average interest rate and the defined risk appetite.

0ptimat hedging strategies are applied, by positioning the balance sheet or protecting interest expense through

different interest rate cycles.
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NOTES T0 THE FINANCIAL STATEMENTS lcontinued]

4l FinanciaI risk management objectives (continuedl

cl Market risk (continued)

l. r,l,'r ',i r:il, 'r -|,. L r'rrt rrrl{r ii

lnterest rates on cuslomer deposits are negotiated between the Group and the customer with the Group

retaining the discretion to adjust the rates in [ine with changes in market trends. The interest rates, therefore,

ftuctuate depending on the movement in the market interest rates. The Group aLso invests in fixed interest rate

instruments rssued by the Government of Kenya through the CBK and by the Government of the Republic ol

Tanzania through the Bank of Tanzania The interest rate risk tabte is found in note 44.

The matching and controtled mismatching of the maturities and interest rates of assets and tiabiLities is

fundamentaI to the management of the Group. lt is unusuaI for a bank ever to compLetety be matched due to

the nature of business terms and types,

lnterest rate risk - stress test

The Group monitors the impact of risks associated with effects of ftuctuations in prevaiLing interest rates.

At 3i December, the foltowing table summarises the estimated impact of an immediate hypotheticaI rncrease

or decrease in interest rates of 125 basis pornts on consolidated profit before income tax expense, assuming a

growing batance sheet and current interest rate risk profite.

2009

Shs'000

2008

Shs'000

125 basis points increases in interest rates 95,220 94.655

125 basis points decrease in interest rates 1121,171l' 1102,8561

The mode[ does not take into account any corrective action in response to interest rate movements, particularty

in adverse situations.

1,,,, 1r \ Ittr ,1,.t ts

The Group is exposed to the risk that the vatue of financiaI instruments wi[[ ftuctuate due to changes in foreign

exchange rates. The board of directors sets [imits on the leveI of exposure by currency and in total for both

overnight and intra-day positions. Foreign currency risk is addressed through the lottowing measures

0n a daity basis. the overatI foreign exchange rrsk exposure is measured using spot mid-rates as availed

by the banking regutators and should not exceed 200/o of the Group s core capitat.

The singte currency exposure, irrespective of short or tong positions shoutd not exceed the timit of 20o/o ol

core capital.

lntra-day foreign exchange exposures are [imited withrn strrctty defined timits by the board of directors.

The tabLe in note 45 summarises the Group's exposure to foreign currency exchange rate risk at

31 December.

Foreign exchange risk - stress test

Foreign currency exchange risks refer to the potentiaI changes in current and future earnings or capital from

movement in foreign exchange rates. The Group through stringent intra-day [imit and overnight exposure [rmits

ensures that potentiaI risk of Ioss arising from foreign exchange fLuctuations to the bank s capitaI is within

prudentiaI guidelines. Any material over-night position is covered by a stop-toss order with our internationaI

counter-parties. As a poticy, the ctosing exposures are more to do wrth residuaI positions rather than proprietary

positions/transactions.
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N0TES T0 THE FINANCIAL STATEMENTS [continued]

4l FinanciaI risk management objectives Icontinuedl

c) Market risk lcontinuedl

ll. Foreign exchange risk lcontinuedl

lnterest rate risk - stress test (continuedl

At 31 December, if the functionat currencies in the economic environment in which the Group operates in

i.e Kenya Shilting and the Tanzania Shitting had weakened / strengthened by 10% against the wor[d's major

currencies, with att other variabtes hetd constant, conso[idated profit before tncome tax expense wouLd have

been Shs 15 mit[ion (2008: Shs 2 mittion] lower /higher. The modeI does not take into account any corrective

action in response to interest rate movements, partrcutarly in adverse situations.

Price risk

Shares quoted in the Nairobi Stock Exchange r.e " Listed shares are stated at fair vatue. These values are

subject to frequent variations and adverse market movements.

At 31 December, if the prices at the Nairobi Stock Exchange had appreciated/depreciated by 5% with alI other

variables hetd constant, the impact on the revaLuation reserves woul.d have been Shs 2,099,916 [2008 - Shs

1,661 .472)higher/tower. Priceftuctuationhasnoeffectontheprofitfortheyearsincechangesinfairvaluefor

listed shares are deatt with in other comprehensive income and accumulated in the revatuation surplus.

dl CapitaI management

The Group's objectives when managing capitaI are

To safeguard the Group's ability to continue as a going concern in order to provide returns for shareholders and

benef its for other stakeholders while maintaining an optimaI capitaI structure.

To compty with capitaI requirements set by the regutators within the regions that the Gro'-rp operate.

To maintain a stronq capitaI base to support the devetopment of business

The Group's objective when managing capitaI is broadly covered under the fottowing headings;

l. Banking

ln tine with banking industry, the broader concept of capitaI and capitaI adequacy is based on guidetines devetoped

by the Baset Committee and imp[emented for supervisory purposes by the CentraI Bank of Kenya {CBK) and Bank

of Tanzania {B0T}.

Both CBK and B0T [argety segregates the totaI regulatory capitaI into two tiers

Tier 1 Capital lCore Capitatl, which inctudes 0rdinary share capita[, share premrum and retained earnings.

The investment in subsidiary of other financial institutions is deducted in arriving at tier 1 capita[.

Tier 2 Capitat [supptementary capitat) inc[udes among others, 250lo of property reva[uation reserves {subject

to regutatory approvat) and colLective impairment atlowances.

The rrsk weighted assets are measured by means of a hierarchy of four risk weights c[assifred according to the

nature of, and reflecling an estimate of the credit risk associated with each asset and counterparty. A similar

treatment is adopted for off-balance sheet exposure, with some adjustments to reftect the more contingent

nature of the potentia[ losses.
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N0TES T0 IHE FINANCIAL STATEMENTS Icontrnued]

l,l Financial risk management obiectives Icontinued]

dl CapitaI management lcontinuedl

L Banking lcontinued)

Tier l Capitat 6,053,332 5,070,239 5,382, r 65 5,070,239

6,388,555 5,398,487 s,710,608 5.398,487

GROUP

2009 2008

Shs'000 Shs'000

BANK

2009

Shs'000

2008

Shs'000

Tierl+Tier2Capitat

Risk-weighted assets

0n bi:tance sl-reet

0ff-ba[ance sheet

35,058,378

L.049 ,7 48

32,642,269

3.036.237

33,489,507

3,395,939

32,6/.2,269

3 036.237

T0ta[ ; ,i rrt,ighted ar.sels 39,108,126 35,678,506 36,885,446 35,678.506

Invcrstrn('rrl barrk and Brokcrage

Tirer Caprtal M,rrket:,; ALrtlrrrrity, r,vhie h reguLate's the lnvestment bank and Brokeraqe r.e NIC Caprlal and NIC

Caq:rtal Sec-Llr ties respectlvely, prescribes mrnrrnum caprtalrsatron requrrements and a workrng capitaI of not

bolow 20;i, ol tlte: lrrrrscribe,cl ttrintrnL.:nr shareholders funcls or threc trmes the avtraqc rnonth[y operating cost5

wlrrr,hever rs h gher The subsrdrar es marntarned caprtalurell aLrove the mrninrum Tequrrement

Baset ratios

I ir.r l

Trcr 1 * T er 2

(,ore: 0aprt,rLl Deposrl Ratro

M n rnum Caprtal

CapitaI held as at;

3 I Decombrlr 2008

31 Der,ernber 2009

15 L80/,t

16.31+ok

15.32r/o

1 4.214/0

1 L L3a/o

1513%

1/+.Sio/o

15.48%

14.600/o

14.210h

14.43Yo

1 5. 130/o

Brokerage

Shs'000

lnvestment

bank

Shs'000

TIE

30,000 5,000

91,663 348,569

304,956 355,501
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I.l0TES T0 THE FINANCIAL STATEMENTS lcontinuedl

4l FinanciaI risk management objectives lcontinuedl

e) Fair value of financial assets and tiabitities

IFRS 7 specifies a hierarchy of va|.uation techniques based on whether rnputs used in tlre vaLuation techniques of

financial instruments are observable or unobservabte. Financiat instruments are grouped into levets 1 to 3 based

on the degree to which fair vatue data /input is observab[e.

i) LeveL 
'l farrvalue measurements are those derived f rom quoted prices {unadjusted} rn actrve markets for identicaI

assets or tiabitities. This [eveI inctudes tisted debt instruments traded m.rinty on the Na;robi Stock Exchange.

Level 2 farr value measurements are those derived from inputs other than quoted prices inctuded withrn

ieve[ 1 that are observabte for the asset or tiabiLity, either directty {i.e. as a prrcel or indirectly {i.e. derived

from prices). lnput Data for this category is sourced rnainty from Reuters.

iiil Levet 3 fair vatue measurements are those derived frorn vaIuation techntques that inctude inputs for the

asset or iiability that are not based on observ.:ble market data Iunobservabte inputs).

The table below shows an anatysis of financraI instruments at farr value by IeveI of the fair vatue hierarchy

GROUP

2009 2008

Shs'000 Shs'000

BANK

2009

Shs'000

2008

Shs'000

@
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fo
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no
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o
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a
3o
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Levet 1

Treasury Bonds

- fair vaLue throuqh profit and Ioss

lnvestment in quoted shares at fair va[ue

- avaitable for sate financiat assets

Levet 2

Derivative assets /[ tiabitities]

hetd for risk management

Note

2',1 7 67 ,731 304,598 712,370 304,698

al
I
!
o
tu

a-
u)

'I
fo
l

26[al t+1 .ggg 33,22e

22 1.400 {81.s63) 1,400 t81.5631

There were no transfers between levets 1,2 and 3 in the period
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NOTES T0 THE FINANCIAL STATEMENTS {continuedl

5) CriticaI accounting estimates and judgements in apptying the Group's accounting poticies

lmpairment Iosses on Ioans and advances

The Group reviews its [oan portfolios to assess impairment regu[arly. ln determining whether an impairment [oss

shoutd be recorded in the income statement, the Group makes judgements as to whether there is any observabte

data indicating that there is a measurabLe decrease in the estimated future cashftows from a portfotio of loans,

beiore a decrease can be identifred with an individuaL Loan in that portfolio. This evidence may include observab[e

data indicating that there has been an adverse change in the payment status of borroweTs in a Group, or nationaI or

IocaL economtc condttions that corretate with defautts on assets in the Group. Management uses estimates based on

historica[ [oss expertence for assets with credit risk characteristics and oblective evrdence of imparrment srmiIar to

those rn the portfotio when scheduting its future cash ftows. The methodotogy and assumptions used for estimating

both the amount and timrng of future cash flows are revrewed regularly to reduce any differences between loss

eslimates and ac,ual loss exper,ence.

Held' to-m.rturily lnv(,'stnl(,nt1

The Group foLtows the guidance of IAS 39 on ctassifying non-derivative frnancial assets with fixed or determinable

payments and fixed maturity as held-to-maturity. This c[assification requires significant judgement. ln making thrs

judgement, the Group eva[uates its rntention and abitity to hotd such rnvestments to matunty. lf the Group faits to
keep these investments to maturity other than for the specific circumstances - for exarnple, setIing an rnsigntficant

amount ctose to maturity - it wrll be requtred to rectassify the entire c[ass as avarlabte-for-sale. The investments

woutd theref ore be measured at f air vatue not amortised cost.

lil Goodwrtt ir.rrparrrnent

The Grr:up s accountrng poticy for goodwill is described in Note 3[uJ. Goodwrtl is attocated to cash generating unrts
(CGU )for the purpose of tmpatrment lesting. When the process of rdentifying and evaluating goodwiit impairment
demonstrates that the expected cash fLows of a CGU have decLined and/or that its cost of capitaI has increased, the

effect s to reduce the CGU's estrmated fair vatue. lf this resutts in an estimated recoverabte amount that rs lower

than the carrying amount of the CGU, a charqe for rmpairment of goodwitL wil[ be recorded, thereby reducing by a

corresponding amount the Group s profit for the year. Goodwitl rs stated at cost Iess accumutated impairment [osses.

Srgn ficant manaqement ludgernent rs rnvotved rn determining the cost of capitaI assigned to an indrvtduat CGU and

in estirlatrng rts tuturtl cash ftows.

IV Property and equipnrcnt

CrrticaIestimates are made by the directors in determining depreciation rates for property and equtpment

Fair vatue of derivatives f inanciaI instruments

The fair va[ue of denvatives financraI instruments that are not quoted rn a actrve market are determined using

vatuation techniques. When vaIuation techniques are used, they are periodicatty vatidated and reviewed by quatified

personneI independent of the area that created them. However, votatilities and corre[ation require management to
make estimates. Changes in assumptions of these factors cou[d affect reported fairvatue of financiatassets.

VI Fair va[ue of trade rece'ivabtes and payables

The carrying value tess rmparrment provision of trade receivabtes and payabtes are assumed to approximate their fair

vatues. The farr vatue of financraI liabrIities for disctosure purposes is estimated by drscounting the future contractual

cash ftows at the current nrarket interest rate that is avaitabte to the Group for sirnrtar f rnancraI tnstruments.

Vll. Taxes

The Group rs sublected to numerous taxes and levies by various government and quasi government reguLatory bodies.

As a rute of thumb, the Group recognises tiabitities for the antrcipated tax /tevies payabte with utmost care and diligence.

However. srgnificant ludgment is usuatly required rn the interpretation and appticabitity of those taxes /tevies. Shoutd it

come to the attention of management, in one way or the other. that the initiatly recorded Iiabititywas erroneous, such

differences witi impact on the income and liabrtities in the period in which such differences are determined.

TIE
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N0TES T0 THE FINANCIAL STATEMENTS Icontinued)

6l Segmentat reporting

a) Geographrcat:,eqrni'ntl

As at 31 December 2009, with the acquisition of Savings & Finance Commercial Bank with etfect from 1 May 2009, the

Group operations are within two geographical segments, Kenya and Tanzania. The tabLe betow contains segmental

information provided to the Group Executive committee of management for the year ended 3l December 2009.

Kenya Tanzania

Shs'000

1 64,1 30

16,e81l

TOTAL

Shs'000

3,84'1,078

Shs'000

3,67 6,9 /,8Total operatincl rn(-onrc

Protit / {tos!,J bclor e tax

Pr of it .rf te r tax

Loans and;rdvancos to cu.:tomlrrs

Customor deposits

1,533,77t, 1,526,793

1,079,656

32,240,281

36.977,360

6,062 1 ,08 5,7'l 8

t:,
':
:'
'l).;

1,485,738 33,726,019

39,511.,275

bl Busrness seqm0nt

ln Kenya, [he group marntains the fo[owing business segments for altocation of resources and assessment of perfr:rmance.

Corporate and lnstrtutronaI tranking

Targets medrum to large corporate ctientele and rnstitutions, wrth a focus on tiabitity mobitization and asset

g rowt h.

ll. Treasury deating and brokerage

Treasury deating targets corporate ctienteIe and rnslitutrons, wrth a focus on those with a foreign exchange

component in their business, whereas the brokerage focuses on lhe execution of transactions at the Nairobi Stock

Exchange Ior hiqh net worth and institutional clients.

lll- Retait banking

Targets the mass afftuent to high net worth and business banking ctientete, with a focus on becoming the

customers' core deposit and transactionaL banker.

lV. Asset finance
'[argets both the retari and corporate end of the market as the preferred financrer rn the motor vehicLes, machinery

and equipment in addition to lnsurance Premium Frnancrng (lPFi segment.

lnvestment bankrng

Targets Large and medium sized companies for research, advisory and caprtal restructunng requirements

The segment information provided to the executive committee of management [or the reported segments is contained

under note 45.

2,536,915
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NOTES T0 THE FINANCIAL STATEMENTS Icontinuedl

7l lnterest income

Finance leases

Loans and advances to customers

Treasury biLts - Hel.d to maturity

Treasury bonds - Hetd to maturity

Treasury bonds - Fair vatue through profit or Ioss

Deposits and balances due frorn banking institutrons

8l lnterest expense

Customer deposits

Line of credit

Deposits and ba[ances due to banking instrtutrons

101 0ther operating income

The f ottowing items are rncluded rn other operating lncome

Card Income

Custodial lncome

Brokerage income

RentaI income

Prof it on disposaI of equrpment

Bad debt recoveries

2009

Shs'000

1,482,372

2,533,879

218,227

51,432

39,950

99,580

2008

Shs'000

1,319,962

2,101,548

215,t+37

17,5?3

22,701

70 060

4,t25,440 3,717,301

2009

Shs'000

1,953,450

20,619

37,307

2008

Shs'000

1,634,944

36,257

60,878

el

2,0r 1,376 1,732,079

Foreign exchange income

Gains on foreign currency deatings arose from trading in foreign currency transactrons and atso on lhe transtation of

foreign currency assets and liabitities.

2009

Shs'000

2008

Shs'000

62,1 95

40,429

22,321

7,61tt

1,843

45.6?3

89,878

38,993

52,767

26.290

4.948

l+,971

62
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NOIES T0 THE FINANCIAL STATEMENTS [continued]

111 lmpairment on loans and advances

,.ll f,pIctfii rtl{rvJilt){-{r li)I ri]][):]ir r1l{,nt

GROUP

2009 2008

Shs'000 Shs'000

BANK

Batanr.e as at i January

Acclurr ecl lronr subsidtary

Exchan gt: drf f erence on tral n:.1.:trot)

Clrarqr: ior the year

Wr rie of f r,

At 31 December

Balanc.i: ar:t 1 -Jarru,'lry

IRi:iease] / chargr: lor ltre vear

At 3l December

621,350

74,694

l3,680l

468.657

126.9 40)

161.,395

[72,e18)

2009

Shs'000

431,531

126,9101

2008

Shs'000

164,395

l22 91Bl

/.79.BB3 621 ,360 L79.BB3

1.134.091 621,360 1,02s,9s1 621,360

hl (li,Llr,cti;c ;rllL:;,,.r,t1 r, !or' rrr.'p,rir rni,rtl J-J

't
I

1
:

86,019

15, I 73)

55,853

30 156

86,0 t9

{5,1 73)

55,863

30, 1 56

80,846 86,019 80,846 86,019

707,379 535 7 4b

r l Ir;i.ll .rilow alct, f o, tn)lrilr nr(,nt

Flalarrr-r r,rs r1 I -Junuary

;\r-q.trr t.,ii ir onl r,Ili! dri,lry

L xt:fr::rti1,r il ffelerrre on tr ir:rsletron

0ir;rrqo for llrc ye:i;r

Wrrtrr-011 ,

At 31 December

'l2l Emptoyeesexpenses

Ihe: ioLir;rv nq rllJl.t.,lrf ncir.lai{lcj vv ill[]:,lail(o,ri,,

0r,rtuii y I,r ov:.ir()Tl

NS5F r:onlrrbrl uns

P1)n_.iarn L. o:.ls - rlof irreci r:orrt ibul ri,n

131 General and administrative expenses

Tire foliilw niJ [0n']5 i)rr, rncliJaioii uncler llris i-ilt.)qory:

AL:dilor :,' r eTl.luTrer ir1 on

D rrt ct or :; t: lro Irr rnr: n1: - foc,,

- olhr:r

DeDrecttror Inc,te 27)

Atnort s;lrrrrr of (.orllpuitr r,oltware inote 281

AnrorlIs.rIron oi oper;:i nq lL,3srr pr€rlljy'nr.rnIs Inr:rti:79l

Share r egrstratrorr: costs/trslrnq cosir,

1,21t,,937 707,379 1,106,797 707,379

707,379

711,69 4

I3,680 )

1+h3.484

126,910)

336

L,360

66, r 09

535,7 46

r94,55 r

122,918)

1,26.358

126,e 40)

194,551

122,e 1Bl

56

92/r

5 2,087

260

t.251

64.016

5o

876

51 578

2009

Shs'000

4,05n

5,70 5

85,495

121 ,3/+4

2/4,851
1 )E

?6.758

2008

Shs'000

2,9511

5.200

66,0 2 5

102,235

20,397

125

17,077
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NOTES T0 THE FINANCIAL STATEMENTS (continuedl

llrl lncome tax expense

al T axation charqo

At beginning of the year

Acquired tax asset

Exchange difference on transtation

Tax charge lnote 14 lall- current year

lncome tax paid

At end of year

Comprising

Current income tax recoverable

Current income tax payable

2009

Shs'000

2008

Shs'000

Current tax

lncome tax based on taxable profit lor the year at 30%

Prior year over provision - current tax

Oeferred tax: credit [note 351

Current year

Prior year overprovision

bl Rtconcitirtron of tax cxpense to expcctcd tax basc based on.lccountrnq profit

The tax on the Group's profit before income tax differs from the theoreticaI

amount that wouLd arise using the statutory income tax rate as fotlows:

Prof it before income tax

lncome tax catcutated at the statutory rate of 30 iut

Tax effect of expenses not deductibte for tax

Tax effect of revenues that are not taxable

Deferred tax on revaLuation

Prior year over provision - current tax

deferred tax

cJ Taxation payabte / irecoverabte) movc'ment

463,927

l?41

473.585 463,903

117,410]|129,151],

13,356j

/.L1,075 146,493

1,526,793 1,181,174

47 4,960

{1 ,37s1

458,038

19,9211

(2631

12,0/*9\

l1 ,s7sl

t3,3ssl

BANK

2009

Shs'000

4t+5,253

1,26t1

2008

Shs'000

124l

u,1,0?5 445,193

GROUP

2009 2008

Shs'000 Shs'000

92,502

lze7l

{6,6831

473,585

(628,810)

90,525

11.7271

463.903

t460,1 991

gt+,72tt

468,308

1600,3661

90,525

461,539

1457,3401

t69,7031 92,502 t37,3341 ?1,724

(37,3341

94,72t+

169,7031 92,502 t37,3341 9&,721

[70,s53]

860

,2,264)

94,7 66

6l+ IIE

At end of year
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N0TES T0 THE FINANCIAL STATEMENTS Icontinued]

151 Profit for the year

The company prof it for the year deaLt with in the separate financialstatements of NIC Bank Limited is Shs 1,060,583,000

{2008 - Shs 1,030,047,000}.

161 Earnings per share

Earnings per share is caLculated by dividing the profit attributabte to equity hotders of the parent company by the weighted

average number of ordinary shares outstanding during the year.

2009 2008

Profit attributabte to equity hotders of the parent company {Shs'000) 1,079,117 1,035,763

Weighted average number of ordinary shares

At 1 January

Effects of bonus shares issued

3?6,361,621

At 31 December

Basic earnings per share

Dituted earnings per share

326,361,621 326,361,621

Shs 3.31 Shs 3.18

Shs 3.31 Shs 3.18

The catcutation of basic and di[uted earnings per share is based on contrnuing operations attributable to the ordinary

equity hotders of the parent company. There were no discontinued operations during the year.

In 2009. the company issued bonus shares rn the ratio of one bonus share for every ten shares held. The bonus rssue

was approved by way of ordinary resolutron at the Annual GeneraL Meeting. Because the bonus issue was without

consideration, it is treated as if it had occurred before the beginning ol 2008, the eartrest period presented.

Basic earnrngs per share is ca[cutated by dividing the net profit attributabte to equrty sharehoLders of the company by the

weighted average number of ordinary shares in rssue during the year.

"l7l Dividends

At the AnnuaI GeneraI Meeting scheduted for 12 May 2010, a finat dividend in respect of 2009 of Shs 0.25 per share [2008

- Shs 0.25 per share) amounting to a totaI of Shs 81,590.000 [2008 - Shs 74,173,0001 is to be pioposed by the directors.

During the year an interim dividend in respect of 2009 of Shs 0.25 per share 12008 - Shs 0.25 per sharel amountrng to a

totaI of Shs 81.590,000 12008 - Shs 74,173,0001 was paid.

The totaI estimated dividend for the year to be paid rs therefore Shs 0.50 per share {2008 - Shs 0.50 per share) amounting

to a lolaI of Shs ']63,180,000 [2008 - Shs 148,346,000). The final proposed dividend for the year is subject to approvaI by

sharehoLders at the Annual GeneraI Meeting and has not been included as a tiability in these financial statements.

296,692,383
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NOTES TO THE FINANCIAL STATEMENTS (continued)

17]' Dividends(continued)

GROUP AND BANK

The movement in unclaimed dividends is as follows:

At 1 January

Final dividend declared

lnterim dividend declared

Dividends paid

Cash on hand

Balances with Central Banks

- Cash ratio requirement

- Balances with Central Banks under

repurchase agreements

- Domestic foreign currency clearing deposit

- Other (available for use by the Group)

Clearing account balance

Settlement account

635,529 492,080 546,664 492.080

2,052,232 1,689,866 1,776,989 1,689,866

2009

Shs'000

36,552

74,173

81,s90

(r48,490)

2008

Shs'000

30,136

237,354

74,173

(305,1 1 1)

At3I December 43,825 36,552

Payment of dividends to members with shareholding of up to 12.5yo is subject to withholding tax at the rate of 5.006 for

residents and 1 0.0% for non-residents.

l8) Cash and balances with Central Bank of Kenya and Bank ofTanzania

BANKGROUP

2009

Shs'000

2008

Shs'000

2009

Shs'000

I I 1,143

837,892

2008

Shs'0O0

199,864

77,692

2l r,360

1 1 1,143

955,874

199,864

77,692

2l 1,360

3,754,778 2,670,862 3,272,688 2,670,852

The cash ratio requirement is non interest bearing and is based on the customer deposits with the bank as adjusted by

the regulatory requirements. As at 31 December 2009 the cash ratio requirement in Kenya was4.5o/o (2008 - 5olo) and in

Tanzania 1 07o of eligible deposits. These funds are not available for the day to day operations of the Group.

19) ltems in the course of collection

GROUP

2009

Shs'OOO

BANK

2008

Shs'000

2009

Shs'000

2008

Shs'0O0

197,149 567,924

7,720

155,876 567,924

197,149 575,44 155,876 567924
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NOTES TO THE FINANCIAL STATEMENTS (continued)

20) Deposits and balances due from banking institutions

Balances due from banking institutions

Deposits due from banking institutions

Treasury bills - Held to maturity

Treasury bonds - Held to maturity

Treasury bonds - Fairvaluethrough profitor loss

Treasury bills - Held to maturity

Maturing within 90 days of the date of acquisition

Maturing after 90 days of the date of acquisition

Treasury bonds - Held to maturity

Maturing within one year

Maturing after one year

l'tit,.!lr, 4,095,851 4.05b.101 4093,538

December 2009 was4.2%

GROUP

2009

Shs'000

2008

Shs'000

2009

Shs'000

3,271,083

785,218

2008

Shs'000

3,137,712

955,826

BANK

The weighted average effective interest rate for deposits due from banking institutions at 3I
(2008 - 3.2%).

21) Governnrentsecurities

4,350,1 58

586,458

3,137,712

958,r39

2008

Shs'000

GROUP

2009

Shs'OO0

2009

Shs'000

2,141,182

r,004,551

712,370

2008

Shs'000

3,232,734

437,486

304,698

BANK

2,5s9,798

1,004,55 r

767,731

3,232,734

437,496

3@.698
,
a

a.:

'-
,1,1r.).()8() 3,974,918 i.1158,103 3,974,918

1,, li,, itt,ilrrrLlvt,r,,iri,',,1tr()!('rtrrJll':rlt,,'{,lrtlt,'(.r.,tiilllrr',i':

418,616

2,141,182

1,689,330

1,543,M
r,689,330

1,543,M2,141,182

2,sse,/98 3.232,734 2,141,182 3,232,734

1,004,551

70,251

367,235 1,0(x,551

70,251

367,235

t,0()4.55 I 437,M 1,004,551 437,486

@
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N0TES T0 THE FINANCIAL STATEMENTS lcontinuedl

211 Governmentsecurities(continuedl

b) The maturity prof ite of Government securities is a fottows: lcontinuedl

GROUP

2009 2008

Shs'000 Shs'000

55,361

199,1 13

513,257

304,698

BANK

2009

Shs'000

2008

Shs'000

304,698

?67.731 304,698 712,370 304,698

Total 4,332,080 3,974,918 3,858,103 3,974,918

c) The tabte betow summarises the weighted average effective interest rate for Government securities

GROUP

2009

Yo

BANK

2008 2009 2008

Treasury Bonds- Fair vatue through profit or toss

Maturing within one year

Maturing between two to f ive years

Maturing after 5 years

Treasury Bilts - Held to matunty

l reasury Bonds - Held lo maturity

Treasury Bonds - Fair vatue through profit or [oss

7.75

8.73

7.95

8.53

9.60

10.92

8.53

9.60

10.92

199,113

513.257

o/o/o%

7.99

9.35

966

Securitres hetd to maturity are stated at amortrsed cost white those ctassif ied as "Fair vatue through prof it or Ioss"

are stated at fair vatue.

221 Derivatives assets / tiabilities held for risk management

The amount represents the fair value of forward foreign exchange contracts. These derivative assets and Iiabilities are

measured at f air vatue throuqh prof it or loss.

NE
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NOIES TO THE FINANCIAL SIATEMENTS lcontinuedl

23J, Loans and advances to customers

Frnance Iease receivables

Personal loans,

0orln.rercra[ [cans

Bi[1s drscounted

Gross loans and advances 33,7?6,019 30,662,327 32,2t 0,281 30,662,327

GROUP

2009 2008

Shs'000 Shs'000

BANK

2009

Shs'000

2008

Shs'000

Provisions f or impairment of loans and advances

Specific atlowanca

Cotlective aliowance

Gross investment in finance leases

Not Later than 1ye.:r

Laler lhan 1 year and not later than 5 years

Over 5 years

1,134,091

BO,B46

621 ,360

86 019

1,025,95',]

80,846

10,708,632

5,7 69 .171

17,226,84t+

21,372

9,500,455

4,121,505

16,61\.446

/.28,921

1 0,708,632

5,7 69 ,171
't 5,741 ,1 06

21,372

9,500,455

A.121 ,505

16,611,/146

A28,921

621.360

86,01 9

957.696

8,576,888

1 ,7 147

9,536,331

(35,876]

1,211,,937 707,379 1,106,?97 707,379

Net loans and advances 32,511,082 29,95t,918 31.133,481 29,95t,,9L9

lncIuderdrnthenetadvarrcesof5hs32,511,082,0U012008 Shs29,954,948,000]areloansandadvancesarnr.;untinqto

Shs (14,179,000 [2t]tlB Shs 41tJ,628,0001 ne't of specrlrc provrsions. wh ch have been cLassrfied as non performrng.

Fin.:nce [ease receivabLes, rnay be arratysed as iollows,
2009 2008

GROUP AND BANK Shs'000 Shs'000

1 .7 61 ,716

8,118.265

855,21,0

.:
rlj

a,

Ulrearn,rcl f ulLrre ltnance ncome on f tnance lease',

10,735,221

I 26,s8e l

Present vatue of minimum lease payments receivabte 10,708,632 9,500,455

The bank enters lntc finance'leasing arrangenrcnts for certaln plant, equipment. rnotor velricltrs ancl aircraft.

The i:veraqe terrn of f inance. 'Leases entered rnto is 3 years. [)rrguaranteed re:;iciual values ol assr-'ts leased under

lrnance leases are estimated at nrl [2008: nrl].

The weiqhled average effective nter'ost rates on advances to custonrers at year end were as foll(lws

GROUP AND BANK
2009

o/o

2008
o/o

O
Jo

;
l
o

o
aF nance tease receivables

Personal loans

Cornmerrcta[ loans

Bitts drscounted

15 21

14.63

13t1
10.67

ll
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f
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NOTES TO THE FINANCIAL STATEMENTS (continued)

241 Other assets

Prepayments

Other receivables

Trade receivables

25) Amounts due from Group companies

BANK

NIC Capital Limited

NIC Capital Securities Limited

NIC lnsurance Agents Limited

26) lnvestments

GROUP

2009

Shs'000

2008

Shs'000

BANK

2009

Shs'000

58,513

96,490

2008

Shs'000

89.s93

77,549

65,930

102,849

21,743

90,088

8r234
32,928

l r0_522 204.,2fi r 55,003 167,142

2008

Shs'0OO

262,598

2009

Shs'000

2,268

78

2,)46 262,5*

i\!lr, I .\. .iI, r r ,.it( lll Ai.lt)tir\l\Kl

Available.for-sale

lnvestment in quoted shares at fair value

lnvestment in an unquoted equity security

The movement in investments is as follows:

At start ofyear

Reclassifi cation to subsidiary

Acquisition - unquoted security

Additions at cost - lnvestment in quoted shares

Changes in fair value - lnvestment in quoted

shares (note 36 (b))

At end of year

41,998

1,000

33,229

1,mo

42,998 v,229

r 57,1 38

(157,138)

1,000

46,152

(r2,923)

34,229

8,769

42,998 3/'229

ln 2007, the bank through its subsidiary, NIC Capital Limited acquired controlling interest in the former Solid

lnvestment Securities Limited, now renamed NIC Capital Securities Limited (NICCS) with effective control being
passed on 1 January 2008. The financial statements of NICCS were therefore consolidated effective t January 2008,

together with other subsidiaries which are all domiciled and incorporated in Kenya.

All available-for-sale financial assets are denominated in Kenya Shillings. None of the financial assets are

impaired.

rE
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NOTES TO THE FINANCIAL STATEMENTS (continued)

26\ lnvestments(continued)

l,t il)v{ itttll'tl1 lll ',tlir',irlt )rV / (\[rlri'!tili".

li A i'l lr

COST

Principal

Activity

Banking

Financial advisory

lnsurance agency

Dormant

Dormant

Dormant

Holding

51%

1000/6

100%

100%

1000/6

100%

2009

5hs'000

596,28s

500,000

1,000

s00

50,000

1

2008

Shs'000

227,165

1,000

500

50,000

1

%

Savings & Finance Commercial Bank

NIC Capital

NIC lnsurance Agents

National lndustrial Credit Trustees

Mercantile Finance Company

The African Mercantile Banking Company
@c
L
o

vo
s.o

1.147 /P'r't 278,ffi
::

All the subsidiary companies have their financial year ending 31 December and are incorporated as limited liability

companies. Except for Savings & Finance Commercial Bank which is incorporated and domiciled in Tanzania, all

other subsidiaries are incorporated and domiciled in Kenya.

NIC Bank Limited acquired 51 o/o of Savings & Finance Commercial Bank Limited with effective control being passed

on 1 May 2009. The audited financial statements show that the company made a post acquisition profit for the eight

months period ended 31 December 2009 of Shs 1 2,370,000.

National lndustrial Credit Trustees Limited functions in a trustee capacity. The audited financial statements show

that the company made no profit or loss for the year (2008 - Shs nil).

Mercantile Finance Company Limited did not trade during the year ended 31 December 2009. lts activities are

limited to the recovery of its non performing debts. The audited financial statements show that the company made

no profit or loss for the year (2008 - Shs nil).

The African Mercantile Banking Company Limited did not trade during the year ended 31 December 2009. The

audited financial statements show that the company made no profit or loss for the year (2008 - Sh nil).

NIC Capital Limited was established in 2005 to offer investment banking services. The audited financial statements

for the year ended 3'l December 2009 show that the company made a profit of Shs 4,525,000 (2008 - profit of Shs

2,1 68,000).

NIC Capital Limited (NICCL) acquired 57.66yo of NIC Capital Securities Limited (NICCSL) with effective control being

passed on 'l January 2008. Subsequently, substantially through rights issues, the holding by NICCL in NICCSL has

Increased to 9l.370. NICCSL offers brokerage services and is a registered broker with the Nairobi Stock Exchange.

The audited financial statements for the year ended 31 December 2009 show that the company made a profit of Shs

6,931,0o0 (2008 - profit of shs 5,1 58,000).

NIC lnsurance Agents Limited, formerly known as Finance Services (lnsurance Agents) Limited was a 6806

subsidiary of Mercantile Finance Company Limited (MFC). ln 2008, NIC Bank Limited acquired the non-controlling

interest and now directly owns 100o/o of the company. The company offers Banc assurance services. The audited

financial statementsfortheyearended3l December200gshowthatthecompanymadeaprofitof Shs 1,312,000

(2008 - profit of Shs 309,0O0).
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NOTES T0 THE FINANCIAL STATEMENTS {continuedl

27l, Property and equipment

GROUP

Buitdings

Shs '000

COST OR VALUATION

Al 'l .January 2008

Additrons

Transfers

0n acquisition of subsidiary

Surptus on revatuation

Disposals

At 1 January 2009

Add itions

Tra n sfe rs

0n acquisrtion of subsidiary

Transtalron adlustments

Di sposa Is

31 5,665

54,33s

18,053

6.795

Furniture,

fittings and

equipment

Shs '000

53 5,68 7

19,39/)

1 08,266

2.918

17,7e71

Motor

vehicles

Shs '000

Work ln

Pro9ress
Shs '000

37.257

1 03.564

I 1 08,2661

32,555

7,792

137,2691

3.078

3.078

3.078

Totat

Shs '000

,406.662

1 59 753

EII@UE,
Comprising:

Cost

Va[uation - 2008

370.000 688,468

203,377

37,269

12,902

t666)

(1 1,273)

9 60 .077

9 60.077

9 60,077

t9,9851

14,863

9,395

5.334

12221
,2,7 

L8)

2,918

54,335

117,782)

46,lJO

IBBB]

114,02 tl

1 ,1 05,886

220,561

370,000 26,62?

144.617

7?5.383

26,622

26,622

1.359.777

1 ,1 34.394

225.383

1,359,777

399,849

6BB

102.235

i53,4161

117.167)

/,31 ,889

431,889

20,862

6',t 5

121 .3/+4

t13,tBB)

DEPRECIATION

At 1 January 2008

0n acquisition of subsrdiary

Charge for the year

Write back on reva[uation

Elimrnated on disposats

nElfirlttrr

At 1 January 2009

0n acqursitron of subsidrary

Transtation adjustments

Charge for the year

Etrmrnated on disposats

Il:lfrliEtllil?t?

NET BOOK VALUE

EIMH.If{rffirrtr

425,1 0B

16,152

487

107 ,11,2

1r0,512)

r,,78'l

h,710

178

2,990

12,67 6l

370,000

t5,52L

7,892

t53,41 6)

340,063

9 2,63 5

[7,s90]

1t,,262

688

1,708

(e,B77l

6,781425,1 08

11.212

11,212 538,377 1 
'l .933 561.52?

358,788 t 21 ,701 14,689 3,078 798,255

370,000 263,360 8,082 32,555 673,997

Buildrngs were revatued at Shs 370 mrt|on as at 3l December 2008 by regrstered, rndependent valuers, Knight Frank Limrled on an open market
vatue basrs by reterence to market evrdence of recent transactions fcr srmitar properties At 3l December 2009, the net book vatue of burldrngs
based on onqrnal cost was Shs 1 17.738,000 (2008 - Shs 121.135.0001.

lnctuded in nrotor vellrctes and furnrture, frttings and equrpment are assets with a cost ol Shs 319.164.165 12008 - Shs 295.312,706| which were futLy

deprecrated The normaI depreciatron charge on these assets woutd have been Shs 70.598,376 12008 - Shs 64.766,85]1. Computers are inctuded
under furnilure. lrttrngs and equipment Work rn progress relates to the ongo[]g branch expansron progran] rnto Meru Munrcipatrty
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N0TES T0 THE FINANCIAL STATEMENTS lcontinued]

271 Property and equipment Icontinued]

BANK

Buitdings

Shs '000

COST OR VALUATION

At 1 January 2008

Additions

Transfers

Disposats

Surptus on revaluation

31 5.665

54,335

Furniture,

fittings and

equipment

Shs '000

Motor

vehictes

Shs'000

18,053

6,795

te.eBs)

Work ln

progress

Shs'000

37.257

1 03,564

( r 08.2661

Totat

Shs '000

906.662

1 59,753

117,7821

s4,335

535,687

/+9,394

1 08,266

17,797)

At 1 lanuarv 2009

Additions

Transfers

DrsposaIs

Comprising:

Cost

Valuation - 2008

DEPRECIATION

At 1 -january 2008

Charge for the year

Write back on revatuation

Eliminated on disposa[s

At 31 December 2008

At 1 January 2009

Charge for the year

Eliminated on disposats

370,00i1 685,1;50

206,137

37,269

111,273)

14,U63

1 ,97 /+

12,7 48)

A' E(C

7,792

137,2691

1. r 02.968

215,903

114,0211

@c,{
f
o

o
o370,0l]l q 17,68:l r (,08e 3,078 1,304,850

144,617

225.383

917,683 14,089 3,078 1,079,467

225383

j;! il0C lq.llSt 3,078 1,304,850

a)

c

45,521

7,892

Is3,4161

3,i0,0i,3

91 924

t7.s90)

1 4,262

t,bbt

t9, r 43]

399,849

101 ,478

{53,4161

{1 6,7331

424,397 6,781 t31,178

11,212

l+U+,397

104,293

[1 0,s 1 2)

6,781

2.006

12.67 6)

431 ,178
't 17.51 1

(13,188)

I t.- , , [- rE.173 6.1 1 
',l 535,50 1

NET BOOK VALUE

358,78E 399,505
-,,1 : : __ _' - -370,000 261,153

7,978 3,078 769,3t9

8,082 32,555 671,790

Buitdings were revatued at Shs 370 mitlion as at 31 December 2008 by registered. independent valuers, Knight Frank Limited on an open market
value basis by reference to market evidence of recent transactions for simitar properties. At 3'l December 2009. the net book vatue of buildings
based on origrnat cost was Shs l'17.738,000 12008 - Shs 121.135,000).

lnctuded in motor vehicles and lurniture, fittings and equipment are assets with a cost ot Shs 304.803,088 12008 - Shs 295,312.7061 which were
futty depreciated. The normat depreciation charge on these assets woutd have been Shs 68,869,844 12008 - Shs 64.766.8511. Computers are
rnctuded under furniture, fittings and equipment. Work in progress retates to the ongorng branch expansion program into Meru Municipatity.
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NOTES T0 THE FINANCIAL STATEMENTS {continuedl

281 lntangibte assets

Computer software

GoodwitI

NSE Licence

Detaits of the intangible assets are as foltows:

a) Computer software

c0sT
At 1 January

0n acquisition of subsidiary

Translation adjustments

Add itions

At 31 Decenrber

AMORTISATION

At 1 January

On acquisition of subsidiary

Charge for the year

At 31 December

NET BOOK VALUE

At 31 December

b) Goodwitl

At 1 January

0n acquisition of NIC CapitaL Securities

Limited

On purchase of additionat shares in NIC

CapitaI Securrties Limited

0n acquisition of Savings and Finance

CommerciaL Bank Limited

692,706 12^281 57,893 Sl.9tO

:@@:lE@

188,962

795

{531 )

37,225

1 59.858 188,962 159,858

29.104 28,44t+ 29,104

226,t 51 188,962 2'17,t 06 188't62

1 35,052

?65

24,854

1 14,655 135,052 114.655

20,397 24,461 20,3?7

1 60, 1 7',I 135,052 1se,s13 135.052

66,280 53,910 57,893 sl.tt0

119,371

GROUP

2009 2008

Shs'000 Shs'000

BANK

2009

Shs'000

2008

Shs'000Note

2fld
2Ubl
20lcl

39lal

39lal

3ilbl

66,280

375,426

251,000

53,910

119 371

25r,000

57,893 53,9r0

119.371

4,059

251,996

At 31 December 375,t26 .119,371

Goodwitt is reviewed annuatly for impairment or more frequently when there are indications that impairment may

have occurred. There was no impairment identified in 2009 12008: Shs nitl.
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NOTES T0 THE FINANCIAL STATEMENTS [continuedJ

28l' lntangible assets lcontinued]
2009

Shs'000

2008

Shs'000

c) NSE Licenco 251,000 251,m

The above Licence refers to the seat at the Nairobi Stock Exchange hetd by the Group through NIC Capitat Securities

Limited. The license has an rndefinite useful Life and is not amortised but reviewed at the end of each reporting period to

determine whether events and circumstances continue to support an indefinite usefu[ life assessment of the asset.

29l. 0perating tease prepayments - Leasehotd [and

GROUP AND BANK

2009

Shs'000

2008

Shs'000

c0sT
At 31 December

AMORTISATION

At 1 January

Charge for the year

10,000 10,0{x}

2,125

125

2.000

i25

Al .l I Dcconrber' 2,250 2,125

NF.I BOOK VAL UI:

301 Customer deposits

Current accounts

Savings accounts

CaI deposits

Fixed deposits

0ther

311 Deposits and batances due to banking institutions

Maturing within 90 days:

Deposits due to banking institutions

3e,51t,,275 35,238,381 36,977,360 35,238,381

56,7 6?

GROUP

2009 2008

Shs'000 Shs'000

7,750

BANK

2009

Shs'000

7,875

2008

Shs'000

12,723,823

1 ,51 5,384

4,084,1 l5
21,070,658

120.295

8.577, 1 85

2,806,009

4.255,052

19,503,419

96,716

12,097.064

1.01 1.510

2,709,4t+3

2l ,039,049

120,294

8,577.1 85

2,806,009

4,255.052

19,503,419

96,716

4,8(l 4,843

The weighted average effeclive interest rate for deposits due to banking rnstitutions at 31 December 2009 is 3.5% 12008 - 5.3%).
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NOTES T0 THE FINANCIAL STATEMENTS {continued)

32l, Line of credit

GROUP AND BANK

The bank has an unsecured revolving medium term Line of credrt with Agence Francaise De Development (PR0PARCOI

for on-Lending to customers with varying maturities as shown betow. As at 31 December 2009, the amount outstanding

was US $ 6,139,663 [2008 - US $ 8,503,5251

2009 2008

Shs'000 Shs'000

t 65,202 663,275

The weighted average effective interest rate on the Iine of credit at 3'i December 2009 was 3.50/o [2008 - 5.20lo]

331 Amounts due to group companies

BAN K

Maturity

Payabte within one year

Payabte after one year and within three years

PayabLe after three years

Deposits held

- NIC Capitat Limited

- Mercanti[e Finance Company Limited

- NIC Capitat Securities Limited

- NiC Insurance Agents Limited

0ther payables

- Mercanti[e Finance Company Limited

341 other tiabitities

Bitts payabte

Other payabtes and accruats

LegaI and other ctaims

Trade payabtes

Leave pay provision

210,336

218./+72

36,394

219.383

342.900

100,992

2008

Shs'000

38,401

5,2r0

2M,197

585

2009

Shs'000

11,522

5,210

163,886

1,452

L2.020 t2.020

224.090 2iO,L13

GROUP

2009 2008

Shs'000 Shs'000

BANK

2009

Shs'000

2008

Shs'000

1 92,001

349.566

52.389

51,551

20,900

343.783

393,586

83,788

76,402

14,293

177.190

274,400

24.980

343.783

365.31r

20.000

15,653 13,881

666.t07 911,852 192,?23 712,975

Ctaims retate substantiatty to a provision for charges brought against the group by customers of the brokerage subsidiary.

NIC Capitat Securities Limited. ln the directors' opinion, after taking appropriate legal advice, the outcome of these legaI

cLaims wit[ not give rise to any significant loss beyond the amounts provided at 31 December 2009.
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NOTES T0 THE FINANCIAL STATEMENTS (continued)

35) Deferred tax [assetl / tiaUitity

The net deferred tax computed at the enacted rate of 300/o, is attributabte to the f ottowing items

GROUP

2009 2008

Shs'000 Shs'000

BANK

2009

Shs'000

2008

Shs'000

Assets:

Leave pay provision

Acceterated capitaI aLlowances

Coltective all.owance for impairment

Tax [osses

Liabilities:

Unreatized exchange gains

Revaluation surplus

Movement in net deferred tax is as foltows:

As at 1 January

Acquired from subsidiary

Exchange differences on transtation

Credited directly to reva[uation surplus Inote 36lb)]

lncome statement credit Inote 14 [a))- current year

lncome statement credrt Inote 14 [al)- prior year

At 31 December

Comprising:

Deferred tax asset

Deferred tax liabitity

At 3'l December

361 Share capital and reserves

Ia] Share Capitat and Share Prenrium

GROUP AND BANK

Balance at 1 January 2009

Bonus issue

Batance at 31 December 2009

Balance at 31 December 2008

177,5e11 152,5221 155,2t 31 152,3561

6

73,894 74,659 73.894 71,659

{3,691) 22,137 1 8,551 22,303

22,138

t2,0421

8,723

t,ttt ?2,303 7,319

lL,95Ll
(26,598)

128,2491

117,7e0)

14.28Bl

122,1281

t25.8061

14,6e6l
,26,2931

,.24,254]t

14.164]'

122,3861

t25,8061

lze,1541

t3,3s5)

32,325

{ 1 7,41 0} {3,6s21

32,325

117,3111

t3,6911 22,137 1 8.651 22.303

?2.303

13,6911 22,137 18,651 22,303

tZZ,3/*21

18,651 22.137 18,651

Share

capital

Shs'000

Number of

shares

296.692,38/.

29,669 .238

1,/+83,462

148,346

Share

premium

Shs'000

340,9t+6

{ 1 48,3461

a
J

t
o
l
o
o-

326,361,622 1,631,808 192,600

3t&,946
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NOTES T0 THE FINANCIAL SIATEMENTS [continued]

361 Share capitaI and reserves lcontinuedl

{a} Share Capitat and Share Premium Icontinued)

As at 31 December 2009 the authorised share capital of the company comprised of 400,000,000 ordinary shares

with a par value of Shs 5. The issued shares as at 31 December 2009 are 326,361 ,6?2 
,2008:296.692.384J and are

fuLty paid.

During the year, the company capitalized the sum of Sh 148,346,190 from the credit of the share premium account

and approprtated the amount to ordinary shareholders by way of a 1 for 10 bonus issue. The bonus issue was

approved by way of ordinary resotution at the [ast AnnuaI GeneraI Meeting.

The hotders of ordinary shares are entitled to receive dividends as dec[ared lrom time to time and are entitted to
one vote per share at generat meetings of the bank.

{bl Revatuationsurplus

GROUP

Avaitabte -

for- sate

investments

Shs'000

BANK

Note

Buitding

Revatuation

Shs'000

101,775

l.4,2761

1.283

1 07,750

132,32s)

112.9231

Total

Shs'000

101 ,775
,4,275],

Buitding

Revatuation

Shs'000

101,775

14.276l.

As at 1 January 2008

Transfer of excess deprecration

Deferred tax on excess

depreciation

Changes in fair vaLue on avaitabte

for saLe financiaI assets

Surplus on revatuation

Deferred tax on revaluation

surpIus

As at 31 December 2008

Transfer of excess depreciation

Deferred tax on excess

depreciation

Changes in fair vatue on availabte

for sate financiaI assets

26lal

1,283 'r,283

112,9231

1 07.750 107.750

(32,3251 t32,325135

111,207

t6,8301

112,9231 161,284

[6,830)

171,2W

16,8301

2.049 2,01.9 2.0t$

26lal 8.769 8,769

As at 3 I December 2009 169,126 l4,r54l 165,272 169,126

lc) Statuory reserve

Where impairment losses required by prudentiaI guidetines issued by the banking regutators exceed those

computed under the lnternationaI FinanciaI Reporting Standards (IFRS], the excess is recognised as a statutory
reserve and accounted for as an appropriation from revenue reserves. These reserves are not distributab[e.

ldl TranstationT0serve

The reserve represents exchange differences arising from translation of the net assets o[ the Group's foreign

operation [Savings & Finance CommerciaI Bank] from their functionat currency ITanzania Shrttingsl to the Group's
presentation currency lKenya ShiLtingsl. These differences are recognised directty in other comprehensive income

and accumutated in the foreign currency transtation reserve. The Group acquired effective control of Savings &
Finance Commercial Bank on 1 May 2009.
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N0TES T0 THE FINANCIAL STATEMENTS lcontinued]

37t' Off balance sheet financiaI instruments, contingent liabitities and commitments

{a) Contrnqenttiabiiities

{b) Opcr.rtinq Ir:asl prepaytlr:nt

GROUP

2009

Shs'000

2008

Shs'000

2009

Shs'000

2,539.359

4,299,236

2008

Shs'000

'r,303,084

4,391.968

BANK

Letters of credit

Letters of guarantee and performance bonds

2,685,558

1377 451

r,303,084

4.391,968

7,053,009 5,695,052 6,838,595 5,695,052

ln the ordrnary course of business, the Group conducts busrness involving acceptances, letters of credit, guarantees,

performance bonds and indemnities. The majority of these facititres are offset by corresponding obLigations of

third parties. ln addition, there are other off-batance sheet financiaI instruments including lorward contracts

for purchase and sa[e of toreign currencies, the nomrnaI amounts of which are not reflected in the statement of

financial position.

Letters of credit are commitments by the Group to make payments to third parties, on production of documents, on

behatf of customers and are reimbursed by customers. Lelters of guarantee and performance bonds are issued by

the bank, on behaIf of customers, to guarantee performance by customers to third parties. The Group wi[[ onty be

required to meet these obIigations in the event of default by the customers.

Tht, qr oLrp ls a lr,:;sor

At the end of the reporting period, the Group had contracted with tenants for the fotlowing future lease receivabtes

2009

5hs'000

1,194

4,77 4

2008

Shs'000

1,801

199

5.968 2,000

Leases are negotiated for an average term of 6 years and rentats are reviewed every two years. The leases are

cancetlable with a penatty when the tenants do not give three months notice to vacate the premises.

iil The group as; a tessee

At the end of the reporting period, the Group had outstanding commitments under operating leases which falt due as

folLows;

2009 2008

Shs'000 Shs'000

Within one year

ln the second to fifth year inctusive

Within one year

ln the second to fifth year inctusive

1,836

1 00,983

50.483
'l 15,837

l

102,819 t 66,320

Operating lease payments represent renta[s payabte by the Group for its office premises. Leases are negotiated

for an average term of 6 years.
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NOTES T0 THE FINANCIAL STATEMENTS lcontinued]

3?l 0ff batance sheet financiaI instruments, contingent tiabitities and commitments Icontinued]

{c} Capitatcommrtments

Authorised and contracted for

Authorised but not contracted for

2009

Shs'000

2008

Shs'000

r 03.752

268,232251.792

2s1,792 371.984

{dl 0thcr cr edrl comnrrtmerrtr

Commitments to tend are agreements to lend to customers in future subject to certain conditions. Such

commitments are normatly made for fixed periods. The bank may withdraw from its contractual obtigations to

extend credit by giving reasonabte notice to the customers.

381 Notes to the consotidated statement of cashflows

1: tlaLtr q('nr:rated lrom opeTaJtron!

Reconcitiation of profit before taxation to cash lused inl/
generated from operations

Profit before taxation

Adjustments for:

Depreciation

Amortrsation of operating lease prepayments

Amortisation of rntangibte assets

Prof it on sate of equipment

Profit before workrng capitat changes

lncrease in ba[ances with CentraI Banks [cash ratio requirement)

lncrease in balances with CentraI Bank of Kenya

lDomestic Foreign Currency Ctearing Depositl

lncrease in toans and advances to customers

lncrease in Treasury bonds - held to maturity

lncrease in Treasury bonds - fair vatue through profit or [oss

lncrease in Treasury bilts maturing after 90 days

Net movement in derivatives hetd for risk management

Decrease in other assets

lncrease in customer deposits

Decrease in other tiabitities

{Decrease) / increase in [rne of credit

1 ,526,793 1.484.175

2009

Shs'000

121 ,34t+

125

24,Bst+

l1 ,843)

2008

Shs'000

102.85

125

20,397

ll,,9l.8l

1 .671 ,273 I .60 t .984

l125.t841 t255.8921

133,4511

l9?0J16t 1

l1 .030.0e81

14e.9551

17,715.7621

1437,4861

1304,6981

174,664l,

168,746

22,063

10,432,786

1192.2171

13,1 75

1656,1 871

182.e631

20.172

1.598.308

1460.1 32)

I 1 e8,0731

1217,0eel 3,t78,000

80 ITE

Cash (used inl/ generated from operations
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NOTES T0 THE FINANCIAL STATEMENTS lcontrnued)

381 Notes to the consotidated statement of cashflows lcontinuedl

lbl Cash and cash equivalents

Anatysis of balances of cash and cash equivalents as shown

in the consolidated statement of financial position and notes

Cash on hand

Batance with Centrat Bank of Kenya under repurchase aqreement

Batance with CentraI Banks- other
Treasriry brtls imaturrng wrthrn 90 days)

Deposrts and balarrces due from banktng institutit-.ns

Items rn course cf cotiectron

Deposits and baIances due to bank nq rnstltrrttons

lcl Proceeds from sale of equipment

Drsposal at cost lnote 271

Deprecration EI rninated on drsposal Inote 27)

Protit on drsposaI ot equrpme'nt Inote 10)

2009

Shs'000

635,s29

2008

Shs'000

492,080

199,864

211,360

1,689,330

4,095,851

575,644

14,843)

955,874

418.616

4,936,61 6

197.1/19

t56,7671

7,087,017 7,259,286

@
c
@

l
o
o
no
:<,
ot

C)
o

!
o
o
o
C)o
o:o
f,

'D

14,021

[ 3,1 88)

1,843

17.782

t 1 6,733)

4,948

Pr ocecns ur' s.tt,. rf eqq p'1{,r;l 2,676

2009

Shs'000

14,949

10,890

5,997

2008

Shs'000

/,23,421

304,0s0

391 Businesscombinations

a) Brokerage
0n 31 December 20A7, the bank acqutred 57.7rio ol NIC Capital Securties L mited Iforrrerly Soiid lnvestment

Securties Lrmrtedl through rt s whoily owned subsrdrary NIC Capital t.-inrrted. Through conrbrnatrons of drrect buy

outs and additronaL rrghts rssL'les, the Group has increased it shar-e cf the subsrdrary to 91.3% {2008, BB.3'701.

l. Purchaseconsideration

Purchase consrderat on

Farr vaIuc of net assets acqurred

Goodwit[ [note 28lbll 4,059 '.t19,371

GoodwitI rs attributable to the acquisilron ot NIC CaprtatSocurities Linrited;one of the brokerage cornpanies

in the country. The brr.rkerage conrpany has a seat in the Nairobr Stock Exchange which gives the group the

rrqht to directLy deaL and trade on the. bourse.
o
Jo

r
o
3o
-_o
l

lt
1
o
l

a-

a
o
o
3
o
f
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NOTES T0 THE FINANCIAL STATEMENTS icontinuedl

391 BusinesscombinationsIcontinuedl

al Brokerage[continued]

ll. Acquisition of subsidiary, net of cash used

Farr value of net assets

Non-controIting interest

GoodwitI

TotaI purchase consideration

2009

Shs'000

2008

Shs'000

345,869 345,329

{30,?29}

123,430

l/,1,279]'

1 19,371

438,370 423,421

Purchase consideration settled rn cash

Less: amounts paid out in prtor years

Cash and cash equtvatents in acqurred substdiary

Cash outftow on acquisition

lll. Non-controttinqinterest

/.rt'1 ,January

0n purchase ol additionaI shares in NIC Caprtat Securities

Share of prr:f it

Purchase consrderation

Direct costs reIating to the acqutsttion

Totat purchase consideration

Fair value of net assets acquired

Cash and cash equivatents

Loans and advances to customers

0ther assets

Customers deposrts

0ther tiabitities

1t,,949 62,123

::

39,361

438,370

tt 23,421]|

423,421

[ 1 s7,1 38]

t204,1 60)

41,279

t1 0,8901

540 1.918

bl

At 3l December 30,929 41,279

Savings and Finance CommerciaI Bank

0n 1 May 2009, the Group acqurred a 51ozi, stake in one of Tanzania's mid-sized commercial bank, Savings &

Finance ComrrrercraI Bank Limrted tS&Fi. S&F was {ounded as a non bank ftnanciat instttutton in 1991r, converted

to a futty ltedqed Commercral Bank in 2005 and has branches in Dar es Salaam. Mwanza and Arusha.

l. Purchaseconsideratton
2009

Shs'000

561,475

34,8'.I0

596,285

993,1 61

870,488

19,722

t1,380,762)

l1 58,320)

3t 1,289

251.996

nf
82 BANK

Goodwitl Inote 28[bll
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NOTES T0 THE FINANCIAL STAIEMENTS Icontrnued)

391 BusinesscombinationsIcontinuedl

b) Savings and Finance CommerciaI Bank Icontinuedl

Purchase consideration lcontinued)

The Goodwilt arrsrnq trom thrs acqutsrtion is attributable to the expecled benefrls of providrng to our regionaL[y

and internatronally connected businesses and rndrviduats a reqronal br anch presence.

t.

ll. Acquisition of subsidiary, net of cash used 2009

Shs'000

675.076

1330,787)

251,996

596,285

5e6,285

11,688.4771

.1,092,192l,

330,787

6,062

336,849

2009

Shs'000

2008

Shs'000

[:air value of net assets

Non conlrotlrng rnterest

GoodwitI

TotaI purchase consideration

Pur chase consrder atron settted rn cash

Cash and cash equivaients rn acqurred sLrbsidrary

Cash inftow on acquisition

lll. Non-controttinginterest

D'' ar qu,silrorr ol cirbq rlra',

Share of post acquisilron proiit

At 31 December

cl Totat non-controtling interest

Al 1J.:rrLrary

0rr i:cqu srtron of Savtnqs and Finatt,:e Corrrmerct:l Bank

0n acqursilron of NIC Caprtal Securilres

0n acquisttron of addilronal stlare.ap tat rn NIC CapttaI Securrlres

Share of profrt for the year

@c
L)o
no
o
€

(-
o
!
O
o-

C)o
o
l!-
i

41 ,279

330.787

39,361

110,886)

6.601 'r.918

At 31 December 36?,781, &1,279

The lotaI non controllrng nterest corrsrsls of equrty interest rT subsrd arres not attr rbulab[e to the parerrt con]pany rn:

2009 2008

Ownership Amount Ownership Amount
Yo Shs'000 Yo Shs'000

o
Jo

;
fo
o
lSavrngs & Frnance Ccmmerc al Bank

NIC Capitai Securtres

At 31 December

336,852

30.929 t1.7 1,1 ,279

L1,279

NIC Bank Lrmrted lAnnuaI Report & Frnancral Statemcnts 2009
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NOTES T0 THE FINANCIAL STAIEMENTS lcontinued)

391 BusinesscombinationsIcontinuedl

dl Total Goodwitl

At 1 January

0n acquisition of additronaI share capitaI in NIC Capitai Securities

0n acquisitron of NIC CapitatSecurities

0n acquisition of Savings and Finance Commerciat Bank

At 31 December

.fhe 
totatgoodwitI consists of equity interest hetd by the group in:

2009

0wnership

%

Note

2009

Shs'000

39lal

119,371

4,059

39lbl 251.996

2008

Shs'000

119.371

375,126 119,371

2008

Savings & Finance CommercraI Bank

NIC Capitat Securities

Loans and advances to customers:

At 1 January

Net movement durinq the year

At 31 December

lnterest earned

251.996

123,430

Companies

Associated to directors

2009 2008

Shs'000 Shs'000

51.0

913

Amount

Shs'000

0wnership

%

2009

Shs'000

300,014

90,305

Amount

Shs'000

BB 3 119 ,371

At 31 December 375,126 1 19,371

401 Retated party transactions

Parties are considered to be related if one party has the abrtrty to controI the other party or exercise signrfrcant influence

over the other party in making financral or operatronaI decistons.

P[acements are made in the bank by staff, drrectors, therr assocrates and companres assocrated wrth drrectors. Advances

lo customers include advances and ioans to slaff and to companies associated with drrectors. Contingent liabilities inctude

guarantees and letters of credit for companies assocrated with directors.

Emptoyees /
Staf f

444,408

352,405

326,860

117,51+8

2008

Shs'000

233,913

66,101

rtr

These loans and advances are performing and are adequatety secured

796,81 3 414,408 390,319 300,014

50,507 56,795 25,533 25,483
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NOTES T0 THE FINANCIAL STATEMENTS [continued]

401 Retated party transactions Icontinuedl

Customer deposits:

At 1 January

Net movement during the year

Companies

Associated to directors

2009 2008

Shs'000 Shs'000

Emptoyees /
Staff

At 31 December 1,786p74 4,501,976 81,925 50,487

lnterest paid 276,321 209,216 2,910 1,932

Guarantees.:nd ietters of credrt to

companies assooated with directors 325,078 302,205

Other amounts outstandrng at the end of the reporlrnq pertod are disc[osed in notes 25 and 33.

Key management compensation

The remuneratron of dtrectors and other members of key manaqement during the year were as fotlows

2009

Shs'000

Salaries and other benefrts 318,154

2008

Shs'000

239.097

Directors' remuneration

4,501.976

284.098

3,534,295

967,681

2009

Shs'000

50,487

31 .438

5,705

85,495

2008

Shs'000

29,307

21,180

o
C
4

=a

u
a
=o

a)
o
o
o

o
C)
c
o
l0:
o

Fees for services as dtrectors

Other emotuments [included tn key manaqement compensatron above]

5,200

66,025

91,200 71,225

L1l Assets pledged as security

As at 31 December 2009, there were no assets p[edged by the Group to secure Irabrtities and there were no secured Group

trabrlities {2008: Sh nrtl.

l.2l Fiduciaryactivities

The bank hol.ds asset security documents on behatf of customers with a vatue of Shs 23,403,759,517.12008 -
Shs 19,505,377,9201. These securitres are held by the custody seTVrces department and comprise deposits with financiat

institutions, government securrties and quoted and unquoted secunties, among others. o
Jo
j
o
3o
-.o
f

ll
l
o
f

6

o
o
l
a
f,

NIC Bank Limited lAnnuaL Report & FinanciaI Statements 2009
fIE

85



@
G
o
6'
@

e-

o
6
6
o-
N
o-

o@
NN
N- @-
NNr6
N- O-
F€{o

6
6
@
o-
N
o-

NN
{6o_q
NO
FO
o-F
6

N

F
.io
€_
6

ao6rn-q
@F
6@
o-o
6

NO
{N
G- O.
@a
6r
-N-oo

60o6n_ s-noGT.: {-
s9

€o
{6FO
ao' -r'
6: @-
ob

a
@-
ao€
h

{{.1{
O
o
O{

{
6
O.

o

{
da

N
6
o-
j

o-

r€o
NTN

-j.ori
r-J

6
O

oor-
s

@caloo
N<-rO@
r-AOiO
<s5.'t-"-'60-oe
S_-6-O_6_
oisN

EBoO
F'o

E6

LOO
oL66S?

nO

ooo
^Lo!3P
->-E

t,

NOO
eCO
OEP
e-!

ooo
^40vi?
-o9

@
I.1
ass.
o

@{
N.
€r{--

{
N

c
o€
6

s{s-
r
@

6

6
o

o

o
o
oF

--
-(D-J_ r,

-!

o
6
O
@
o
@-

@

O

N

-
o-

:IE ano-

6-{

€
N
9-
€
F{-
o

r
9-
@
@
o-
€

m-
N
@.

6-

o

o
@

+

@

{
@
N
r

-
@

N

C

@

N
r\'o

a
@
6-

=

o
N.

O
o

or
r, @,
OO
@al
a) @-

-o
a
O
O.

f
6

@
h-
o
a
a
6;

r
N
N
r
@
a-

-j_

a
@

N

a\
-o

6
@
@-
o
N
9-

r
G.
@
oq
s

q
oo

=P
fq
=
oz

o
o.;
6O
OG
o=
oo
oo
FF

o
ao

--
=f,q
=
oz

.9:-

.!

o
F

!

!
o
;
a-D
.)

)o!
!o
;4
JoC
@;j
<liQ
J!C'{roo
a:!
<;o
IOO]

c
I

=;9-
!C
oPctr

o

CL

cDc614
c.a! ,-
:!*o!
a9@!,

OL

>.,o4':-
0>:u:o-a
F69C-.ci
UoYG-
o !:; u y:
o:5-oo!
{-i u 

- 
o { 6

<-LOtr,,.,!
-'r: o tr ; q
Za-;"i;i,;<! ! o A > -
zurEe>L
=rcooooa;IO=O(5O]

I

=!lo:
I

--
=ar:
o\o

G
N{.
o
oj:

ao
o-
o
@o-
€

€

O
6
o
r

@{
N.
N
6
N.
r

a;
O.
c:

--(\
@

-"

i- al

N- r-

=*

o-'- l:

..1

,*53

r
@

--:l: '

=o)
c;
C
o
U

LN
Fz
U
U
F

F(n
I

O
Z
Z
I
U
:f
F
OF

U
F
O
z.

@
O
o

6oo

NIC Bank Lrmrted lAnnuaI Report & FrnancraI Statements 2009!T*E86



Is€-
6o
c.l
o

{.{
oos-
o

roq
N€€-
o

o\'
N-{r
o_
€

\taor
@- 'itsr60e-q
r@o\,

roo6o-q€€
r'1

G

o€\,o
€- N-
o6o{\t o-

N

\,oo-
\,oo-
o

no
@
6
o
N.
I

NO
ON
b- o-
6r
N .its- o-
oo

o{r{.+@
.-: oo-oo
@r
c-- -i

9G
AO
6- 6-
NN {oo
ci@

=

NN
6.S
o- 6-
h@
G- O-
66

s€q
Ioq
G

s
O

N
t---
o
6

oo
Nj
o
@-

rs- o-
D@o€
@- o_
@6

o
@a.
or
s"
o

sa6
€- @- --6@6
@N6
O--6-

6N-
@si

rrjio {

@- s-
{@
-oN-{

traoO
F'o

E(,

oo
!{
s- N-
OO
n@-€-

s
Ncl
Os

o--o_ -.oo.NOo- "-:_O

@Nic\1 r-- .o-

r@-O
O.

6s
c?
O€
9r

(, o-
-6o- --

@s-)

O
@
j-

N
@-
r

6@
ONj- o-
OQ
60
S
i

FEO
-!o.Y Eo5i:

(n

s
e?
o
a:

s

N
@
G-
o
r.

€
N.
e

jr\
6 l-.o_ s-
e-

ooo
-LOY 3P

' E(,

o rr)c-s- N-
rQ{o-o-
,o

NOO
eEO
oE9
S-t

LOO
oLo6!;

ouo

:"

ll

f,l
:r
,1,

$
\l€-
€
No:

N
o
oiN
--t-r

ooo

--p
'-
oz

o',a'=-.-o
!O
eo
=@
.g .g
cc
6@
CCii ir

ooo

=p
fo

@z

o
D
6o
9r

r
@

o

N
j

@-

d).
O
I€-
r

ooo
^EO!zP
-o9z6

ji;
%

t/i

t

l
n':l
l

:I
?
a
t
I
c
Y
a
o
-atr@6E
ootl.U
!aoooo-

6!;oL.--O
IXU]Y(^ogH
Lo- Y i
d-"4

deUE
o:co
z;l:a
<qoc

=oooL-(ri

.o
=;
o-
.9
c
oc

o
oF

*
o
a

E-u9o_i
a*
oC
;q
O:

U
E
J
(I)

:)
Oz

=I

o

o
g
c
c

o
o
F

i
o

c
6
!
o

f
o
.9
!
C
l

!o
fc

o

J
'tr

.--p

.s
J

o\'

oo)
C

c
c(i

FZu
u
F

Fa
j

O
Z
Z
L
U
I
F
O
F

U
F
O
Z

lt-o
l
o.
o
(/')

o
3
o)

6oo
N

6oo
N

87rTENIC Bank Limited lAnnuaI Report & Financial Statements 2009



€
s
@
N.
6

ON
N9o1 0-
N@
r@
N. G.

so

r.- o
-+ LO

rI), -J

ooo
..i
N-
o

ooNN
ry c.l

o- o-
o€

@
9-
@
o
N

6
9-
@
6
N

o
@
@-

G

DONTo: o-
o6oog

G
G
6
s
N
@

a )- t:)-

NGo@ro
tj@
9b

NAs- o-
rA
€@€s_

I

€O
6O9- s_
o6
G@ar
rQ

F6rroo
rodbo
@_ o:
$Go

N
N\
Nor
oo

o
N€
f;
6r-
@

r\'
.d\'
@-

rr$-
6ro:
G
o

sro-
@Go-
N

r€r
r
N

{
@

@
O

o-o\
6s

rNo:
no:
o

6O-OO/5..tr
a_. -J . ,! O (a)
r'-- 

-_ 
<,- O_ -f. C-

.i a- .o -r - -L- O aY' (a
-.. - ().- ar) ta)
(Y) i -J :l

EBboF'6
E(a

-r: rl.--
c-i

E gE
LL-o€oz@E.= dt u)
I

coz

LOOt haoEr
ou1

ooo
9 EE

.E
6

NOO
eEO
oEP
o>6

oooe€F
=J;

Fto
eE3L3'o
-zl 6

(\
(l

rc
e.-)-

N
@
@
G
o

r

I...d

@
@
N-
I
N€

o
r_
Ns
6

o6o-€{€-
o

rs
N
eoo

-.1- r').

. .:]

i.

a,:-

o
@6
o$
c.l€o

aJ a)

-q

'.1

,-)

ro
@-
o
G

rr€-
@

o-
o

N
G

@_
a
6
-tN

ooo

:=
.=
co
o
o

@

o
C

o
o=
OE
6=

.g .P
cc@@CC

@o
ooFF

ooo

=
--
Co
o
@L

o
Lo
C

.@

E
.g

.@

oc

o
o
F

U
F

O,I<o
)tt'=
Ito
<eP
O-"

<:^,
IC)i

o

6

.@

c
o
C

@

o
F

t.a
a
.li
:=.) 'P.T

r=c!m
ccoa!.l
-a=;4,Q,-=

-)'-r!o)to
a) 

- - ! l.. 1'l -.3'tj .)
;;;o,4'!-

o,.:!.1
tsLr'-)aa.aL!PIlr?o:lo!'=;
o:o;q-':-:
<-e-urilr!:3=-Z;-
Soif'9.'P
o c t j' a : F,z a ,^ . I 6 

",<r;c'q;lc
-\alJ:,LO
=@.-!o'!CIC-):O(D-J

I
'C
o
o

o
Lo
C

ss

@@o6o€
sr
O€ {
n=

@
6
6-
O
6-

aa)-r:)
-i
:,
r.i

t-
{) r-.

.a al

12

l:

t'

,.,
a-
. ai: "'

-
Jt
C

ts
Z
U
u
ts
F

)
L)

I
U
I
F
O
F

U
F
O
Z

NIC Bank L mited lAnnuat Report & Frnancrai Statements 2009

Goo
N

NEoo



G€
co-
I
C'
.o-
o

r€q
Gor

6
$
o-
F\€
ct

{o.@o
€6si\,rq c.{
or

N
N
@-
N{r

6S\r- s-
r\t
SNr

o
@o
6-

rrco€
'1 h-
€0\t$NT

No\,.
o
N

s
@
@-

-,€
G
Gi

FN
NO@-q
on
OOrr
@r;

(,)
@

6

o.O
@€
FO
o'cci
C' \'
NT

6
c.i
6
F-€
j

o
6

6o
I

No
6
r
@
@-
o

O
6
@
o
r

\'
o€
N

O€
O.{
6r

sr
N
r
N
6j

o
N
N.
N
Nr
od

-a!.a) <-o'-.-l
'{c :t

\,
@
o

N
u?
N
N
N

o-
o
6
@

.o
a.

(\
@i

6
G
G.
G\,{.
o

Oi (', Ol q-\
.c r C -'
\f,- a.-- c., !-
Oa_-lC
@ <) (- La)
{ al r- ra)

aao

JO
flF
Oo
l-E (^

aso\,

O
oq
or\t

D
O-
@
o

j

os{-
o
N

'r a-
o

o.
a

C
F.

ii) ac.- -.
a!-

(.!

.c

-!,

:t!
J)-
.o

llra
t-
a::--'

N
@
@

oo-

oo
6
N
o

.c (>.-€.+o
u)oeo
r!y70
=rbt,

oogF
'rJ E(,

-O La <) -)
-tr -O 1, rj)

+ <i o r'
J) - C-- r-
{ 1l a-i, i-,\

lo

oo
3Foctll

O-o
(9(DFoc

tn

(\ a-. af ar )
c ('.t a, .c
1:l- a() . :- C'
O. i-- La_r -1
,-' .o 

- ,.,-:- -

f-. f\ (- .o
l: a! L-).o
<_ -f- 6, ,n_

c--l
- o. a- 1\
- aa a\J '-

ro'
@-\'
Nq
N

.J
t:
{_

a!.o-
.()

oo
r€
":

O
fo
j
o
-J
o
=o
f

c
o
'6
oo
ooE
o
c
6
o

o

c
.9
=oo
0,oEo
o
co
6o
oz

c,
o-u=
;noo
.g .g
CCooCC

o6
oo
FF

c
,9
=
oo
oo
E

o
co
o

o

C

=oo
oor
o,

co
o

!

oz

I
=;
.o

.g
c
rc
C

G
oF

c,
L

j:

=;
,.;

o?u!
fsE
@--o

-a--oJ ,.

J!fiP

o:ll !-'
Z:;:,
<:![
Z'- ::r
[(Jr]L-.. 1

o

o
.g
c
o

.E

o
o
F

,)
I

1,1

!
cl

aL
tO,to!a

;E?LCra-

ioE
L)l-_-O
-oO
=o_-(nlu'ul

FL.C)uo(!
o!l;!(/):r's<--!
J_aii:l<-,::;
<->:YEt
Z o o .o ,-
<rc-cir

LL)O]C)

Jo
L

;
c
o
L
f
I
oocoE
Ux
o,
c
.9
o,
Lo

l!

b\,

!
o
a)

a
E

F
Zu
U
F
F--
0

(J
Z
Z
Lt
L.
T
F
O
F

u
F
O
Z

NIC Bank Lrnr ted lAnnual Report & FrnancraI Staternr-.nts 200')

!i
a
l
l
':

I
ti):,!
{

I
=o
fo.
o
(
o
o
3
o
=u

@oo
SI

G(f
o
N

89fH



o
@c
o
o

>ia
C
o
l
q
o
C
o

(-)

c
o
Eoo

a)
9;
Go
0
o
Eq
o

:
o
o,
o
E
C
o

oE
=o
c

t
c
o

g--o
1c
L

@

>
no
E
o
C
o
o
o
o
E
9
f,

o

o
c
o
E
rc

rco
!o
!tr
9i

uc
U;.
:cYo
OF
Op
LO

t
o'-_-
Ot

Ef
OC

AC
;o
-@

:o
)C

@o-
oo
N.
oo

€o\,.
6€
@_

o66-
oro-
N
N

oo
o

!

o
E
o

l
L)

r
No-
N
$€-
oo

€
N\
@ts€-

6

N

o6
--t-{€
o'

r
N
J
@-
6
o

6
q
ao
u?
N

N
N
o
N
@-
6

6
O

ro
@
N

e
o-
aN\oo

ar
N
o6
G.

@r
o-

s
@-
o

O
6r-
j
O
N

E36o
F'o

E
(n

o
6
F
r;
N

rn\o
N
D

o
G
6_
6
@r

\,
6

r-r
o-

@or.
n
@
s-

o:
Go

@
o
O.
@
oj

oo:-G
N

Nss
N

No.:
6
o

O
9-
N{

ooLOOo
5'o
Ort (n

Ec
o
o

.EI
o
EI

co
E

o
c

np
-.$-oo
D.
6

aoo-

N

-f

ts€o-
o\?o-
r

.{t
--t-
6
N
o

r
@\t-
o
o

Gno-
s
h

6
h
oqr
6o

6.l,
@-
or
@

6r
@os-
@

IEg

o
a-
N{r

=ooGCO
ol-ilcq

@(,

oo
P
=(n

D
c.i
oo
c?

@
@{rj-
O
N

o
C
@

!
o

!
C
o
c
ooJ

o
c
rc
B9
o
c
o
E
!
@o
E
!c
o
o
o
o
o

!
.=
o
I

E
o

=o
,c
o
oo
o

oF

,=
oo
o

!

o
E
o

-(-)

o
c
o;
o.

o
c
@

E

oo
E

E
C
o

@

o
o
o
!

=o
o-

@
@o-
or{

oooc oo
=Gooh'o3*;
>!
!co
OEocoo
F

oa
o-
rD
€-

o
.EIco
6

o
.o
f

c

oa
o
o
L
oo
o
c)

-a
!
rc

!
c
o

c
o
o

l

a
E
o
c
oc

ooo
€
oF

co
Eo
o
o
o
.=
f
o

!
I

o
'a
oao
L

o
co
Eoo
UI

€.{

E
o)
C-C
o
U

a
Fz
U
U
ts
Fa
J

Oz
Z
I
U
I
F
OF
aU
F
Oz

fE

@ooN

Goo
N

NIC Bank Limited I Annuat Report & Financial Statements 2009BANK90



NOTICE OF THE ANNUAL GENERAL MEETING

Notice is hereby given that the f iftieth AnnuaIGeneraI Meeting

of the shareholders of NIC Bank Limited wi[[ be held at the

Kenyatta InternationaI Conference Centre IKICC), Nairobi

on Wednesday 12th May 2010, at 11.00 am for the foLtowing

p u rposes: -

To receive, consider and if thought fit, adopt the FinanciaI

Statements for the year ended 31" December 2009 and

the Directors and Auditors Reports thereon.

2. To conf irm the payment of the interim dividend of 596 {Shs

0.25 per share) paid on 2 0ctober, 2009 and to approve

the payment of a f inaL dividend of Shs 0.25 [2008 Shs 0.25

per share) on the paid up capital of Shs 1,631,808,1 1 0

3. To approve the payment of fees to the Directors for the

year ended 31'' December 2009.

/.. To note that Detoitte & Touche wit[ continue in offtce as

the Auditors by virtue of section 159121 of the Companies

Act (Cap.4B5) subject to Central Bank of Kenya approval

in accordance with section 24ll of the Banking Act

lCap.4BB) and to authorize the Directors to fix lheir

remuneration.

''That F M Mbiru, a Director who has attained the age

of 70 years, be and is hereby re-etected as a director

of the Company'.

ir. Bonus issue

To consjder and if thought fit, pass the following

resotution which wi[[ be proposed as an 0RDINARY

RESOLUTION;

'That rt is desirabLe in pursuance of ArticLe 152 of the

ArticLes of Association to capitaLize the sum of Shs

163,180,810 being part of the amount standing to the

credit of the share premium reserve of the company

and accordingty that such sum be capitalized and

that the Directors be and are hereby authorized and

directed to appropriate such sum to the holders of

ordrnary shares reqistered at the close of bustness

on 25' March, 2010 subiect to receipt by the

Company of the necessary consent from the retevant

authorrties, f rom whom permission has been sought

,in proportion to the number of ordinary shares hetd

by them respectivety on 25"' March, 201 0 and to appty

such sum on behatf of such holders in paying up in

fuLt at par 32,636,162 of the unissued shares ol the

capitaI of the company, such shares to be atlotted.

distributed and credited as fulty paid up to and

amongst such hol,ders in the proportion of one new

ordinary shares for every ten ordinary shares then

hetd. and that such new shares shall rank for atl

purposes pari passu with the existing issued ordinary

shares of the Company and that the Directors be and

are hereby also aulhorized generalty to do and effect

atI acts and things required to give effect to this

Resotution and to deaL with tractions in such manner

as they think fit sublect always to the Artictes of

Association ol the Company .

7. To transact any other business of the AnnuaI GeneraI

Meeting of which due notice has been received.

BY ORDER OF THE BOARq

L Murage - Group Company Secretary

Nairobi . '1 2 Aprit 2010

A Mcmber entit[.d lo allend End vot(, al lhe meellnq and who 1s unable

lo attend rs eftrli.d lo apporni a prcrxy lc.rtlend 3nd vote on hlc, her oI

:ls behdti A proxy net d nol De a l'|embe. ol lhe C.)mpany. To be \€lid a

Drcxy nr!sl be riuly compieted oy the Membcr lnd lodgeti wllh the Company

Secretary al the Ctrmpaiy s reqr5irrcd Lrlf co !trirrated al NiC Bank Lrm:ted,

NIL-'H(ruse, Mas3ba Road. Ndrrobr. KenYa, b.for. l1 3nr on Tuesda.v 11-

May 2C10, Iartrng lrhrch rl rvill be In'ralrd :n lhr casc 
"rf 

I Member whrch r! 3

cc.pcrate b(,dy then llre prcxy,nusl le qiveri unCer ilc eerrrtmoD sea[ '

91

a:
:]
:)

:)

1t

I

5. To etect Directors

ln accordance with Articles 97 of the Company's

Articles of Association, P V Shah who was appointed

to the Board since the Iast AnnuaL GeneraI Meetinq,

retires from office and, being etigrbte, offers himself

for re-etection.

ir. ln accordance with Artic[es '] 08, 109 and 110 of the

Company s Articles of Association, the following

drrectors retire by rotation and being etigible, olfer

themsetves lor re-e[ection:

al JPMNdeqwa
bl F N Mwanzia

6. Speciat busrness

F M Mbiru , who has attained the age of 70, retires in

accordance with Section '186 [2] of the Companies Act

ICap 486). SpeciaL Notice has been received by the

company pursuant to Section 142 of the Companies

Act, that the fottowing resolution be proposed in

accordance with Section 186 [5] of the said Act, and,

if thought fit, passed by the members:
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TANGAZO LA MKUTANO MKUU WA MWAKA

Tangazo linatolewa hapa kuhr-rsu Mkulano Mkuu wa Mwaka

wa hamstni wa Wenyehisa wa Benkr ya NIC utakaofanyika

katrka Jumba [a mikutano ta KICC, Narrobi, mnamo srku

ya Jumatano tarehe l2 Mei 2010, kuanzra saa [ano asubuhr

15.001 kwa sababu zrfuatazo:-

Kupokea, kukubati na kama itawezekana. kupitisha

Taarifa za Kifedha za mwaka ulromatizikia Dcserrba 3l
2009 na Ripoti za Wakurugenzr WakLru pamola na zile za

Wakaguzr wa Kifedha kwa wakati huo.

2. Kupitisha rnatipo ya mgawo wa hisa ya asrIrmia 5 arrrbayo

ni lShs 0.25 kwa krta hrsa) iliyot pwa mnamo tarehe 2,

0ktoba 2009 na kurdhinrsha rnatrpo ya n.rgawo wa mwisho

wa shrlingr 0.25 12008 shiIrngi 0.25 kwa kita hisaJ katika

maLipo ya mtali ya Shs 1 .63'l ,808, I 1 0

3. Kupitisha rnalipo ya ada kwa Wakurugenzr kwa mwaka

utromalizrkia tarehe 3l Desomba 2009

/.. lti kufahanru ya kwarnba karnpunr ya Detoitte & Touche

wataendelea kuhr-rdumu kama Wakaguzi wa Kifedha

kutingana na Krfungu cha 159{2i cha Sherra z.r Karrrpuni

Ilbara ya 486) kwa kuteqemea kurdlrrnrshwa na Benkr

Kuu yo Kenya kutrnqana na kifunqu cha :;herta cha

2Ll1) cha Sheria ya Benkr Ilbara ya 488] na kuwaruhusu

Wakurugenzi kuloa rnaarnuzr kuhusu malrpo yao.

5. lti kuteua Wakurugenzi

Kutingana na Krfr-rrrgu cha 97 cha Sheria za Ushrrika

za Karnpunr, P V Shah anrbaye alrchagutiwa kuwa

Mkuruqenzi wa kampuni kutoka Mkutano Mkuu wa

mwaka jana. anastaafu an ana fursa y.-l kuptqania

tena nramlaka zake za ukurugenzr.

ii. Kutingana na Krfungu cha 1 08, 1 09 na 1 1 0 cha Sherra

za Ushrrika za Kampunr, Wakurugenzi wa[uatao

hustaaf u kwa zamu na wana f ursa ya kuprgania tena

marnhka vao va ukurugenzr

al JPMNdegwa
bl F N Mwanzra

6. Biashara Maatum:

i. F M Mbrru, ambaye amefrkisha umTr wa miaka 70,

anastaaf u kutingana na kif ungu cha 'l86 (21 cha

Sheria za Kampuni llbara ya 486). Tangazo Maatum

[imepokeiewa na Kampuni kulingana na Krfungu

cha 11t2 cha Sheria za Kampuni, kwanrba maamuzr

yafuatayo yanalaa kupendekezwa kutingana na

kifungu cha sheria cha'l85 [5] cha sheria hiyo, na,

ikiwa imewaziwa vyema, rprtrshwe na wanachama:

"Kwamba 
F M Mbiru. MkLrrugenzi ambaye amelikisha

umn wa mraka 70, aweze na hivyo basi anachagutrwa

upva kama MkLrUgenTr wa kampLrnr"

ii. Kutotewa kwa Bonasi

ltr kuprtisha hola hryo ikiwa suaia hrlo

Iimeeteweka vyema, prtrsha maamuzi yafuatayo

yatakayope ndekezwa kama lvlAAMUZl YA KAWAIDA;

'Kwamba 
rnaf aa kuluatta krf unqu cha 152 cha Sherra

za KiushLrrka rLi kuwekeza shiiinqi 163,180.810 kama

fedha za mkopo wa kibaba cha hifadhi ya mgawo

wa lrtsa za karnpun na kwa mrsrngr hiyo, krwango

hrcho cha fedha krwekezwe ilr kwamba Wakuruqenzi

wawe na waruhusiwe kuwaqawia wamitiki wa hisa

za kawaida zrtrzosaliliwa kulrkra mwrsho wa saa za

kazi rnnamo tarehe 19, Machi 2009 kwa kutegemea

ukubatifu wa kampuni kupitra kwa wasimamrzr

husika. Kwa desturr. huwa wameontbwa ruhusa,

kuambatana na krwango cha htsa za kawaida

wanazornrliki rntawatio na tarehe 25 Machr 2010

na pra kurtrsha kiwanqo hicho cha f edha kwa nraba

ya warnrtrkr ilr kulipa pesa zote krukamrlifu sawa

na 32.636,162 za hrsa ambazo hazikuqawanywa za

mtalr wa kampunr, hrsa kama hizo za kutengwa,

kugawanywa na kuidhrnishwa kwamba zimelipwa

krkanritrf u kwa na nrrongont mwa wenyehisa hao kwa

mgao wa hrsa mola ya kawarda kwa krta hisa kumi

za kawarda zrnazonrilrkiwa. KadhaLika. hisa mpya

kama hrzo huwekwa katrka kiwango cha matumizr

ya lunrla lpari passul pamola na hisa za kampuni

zilizopo zrlrzototewa na ya kwamba Wakurugenzi

waruhusiwe kwa lumta kufanya na kutekeleza

shughuii zitakazosaidia uteketezali wa Maamuzi na

kuangazia masuata ya kiakrsarni kwa haLr hiyo ikiwa

wataonetea rnafaa kuwa mada katika Vifungu vya

sher ia ya KampL,nr Ja Ke.lya .

7. Kuendesha biashara nvrnqtnezo za Mkutano Mkuu wa

Mwaka arnbao tangazc take kamrti Irmepokelewa.

KWA AMRI YA HALMASHAURI KUU

L Muraqe - Katibu wa Kampuni

Nairobr . Tarehe 12 Apritr 2010

'\'lwnraalla 
rr r alrtetdhrnrihwa kL r hLlJhufln na lrp g; l^ u ra kwer ye r,Lulato

nJ Yrle ailri)nyL. hiitawr,lij kuhudhuna Jfa lura,,l ya kuor,:hagu.l niuwakrLl:,hr
wake !l krrrrLiwak lrsha ivlrwairrltshr luyo 916, 1ua nra alve nrlany kazt
lva l<ilrnpurr hil lLr l.uiuilrl kJ [:]m,t or!wnNlLl,hr niyJnnachema huyo
dn.rfiltJ ld kulrl:ha:rna li i.rle alakayernru/akrlrslraLrva alisr za Kalrbu wa
hampunr zrtrz,-.s,rlrL,wd nJ iri loko katt.a Fjarlkr ya \1C. \ C I {.ruse, lv1a1;aba

Road, Ne rob KL,n!a kahlJ y0 sra tJno asub!ht l5l s ku y.t .!urtanne tarehe
I 1 Met 20 I 0, b ia va hryyo.rwakrLr.ihr wakp ut,li)Ji lr1 hwa lk wa [11!anaihafl]a
n kanrpun . bas nruwakrtrshr waLe n lJtrftrj aplgtvr'., nr!h!r Ma uwaltLlsht
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PROXY FORM

The Group Company Secretary

NIC Bank Limited

NIC House

Masaba Road

P.O. Box 44599

Nairobi GPO,00100

l/We

of

of

being a member/ members of NIC Bank Limited and entitled to

votes hereby appoint

of

or faiLing him

TDc
Il
o

u
@
s
o
€

a:

F

1.-

C

o

l
o

l1
fo,o
Or'

a
o
o
3o
f
@

as my / our Proxy to vote for me / us on my/ our behatf at the AnnuaI GeneraI meeting of the company to be he[d on

12 May 2010 and at any adjournment thereof.

As witness my / our hand this day of 20i0

Signaturelsi of

Note: ln case of a Corporation, the Proxy must be made under its Common Sea[.

rtr

o
o

=o

o
=o

J"
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FOMU YA UWAK!LISHI

Katibu wa Kampuni

NIC Bank Limited

NIC House

Masaba Road

P.O.Box 11599

Nairobi GP0,00100

Mrrn / Srsr

wa anuanr hii

nikiwa mwanacharra / tukrwa wanachama wa NIC Bank Lrmited na nrkru,a /tukiwa na hakrva kura

namchagua /' lr.rnarrrc hagua

wa sanduku ta posta

na akrwa hatapat3 nafasr nimechaqua / tumechaqua

wa sanduku (a pcrsta

akrwa mwakilrshr wangu / wttu kuntprgra / kutuprgra kura kwa nraba yatrgu ri;'.::r

utakaofanyika tarehe l2ltlei 2010 au tarehe yoyote iwapo rlkutano utahart'rshrva

Nashuhudra kwa nrkono / mikono yanqu / yetu srku hii ya

l.i l l.,r f.lkul,rrr:r lt,a Mwakawa Kampunr

Tarehe

Sahrhr

mwezt wa Ztl1 0

Etewa : Mwakala akiwa anawakitisha kampuniyoyote au shirika nrtazrma atumie muhurr Tasmrwa kampuni hryo lcommon seatl

fIE
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The Bank Branches are tocated as foltows:

I

!
I

Nairobi
NIC House Branch - Masaba Road

City Centre Branch - PrudentiaI Buitding, Wabera Street

Harambee Avenue Branch - JeevanBharat Buitding,
Harambee Avenue, opposite Etectricity House

The Matt Branch - Westtands

Junction Branch - Ngong Road

Prestige Ptaza Branch - Ngong Road

Mombasa
Harbour House Branch - Moi Avenue

Nkrumah Road Branch - NSSF Buitding, Nkrumah Road

Nyati Branch - Nakumatt Nyati Comptex

Nakuru
Nakuru Branch - Vickers Buitding, Kenyatta Avenue

Thika
Thika Arcade - Kenyatta Avenue

Kisumu
Kisumu Branch - 0ginga 0dinga Street, 0pposite Mega Ptaza

Meru
Meru Branch - Njuri Ncheke Road

NE
"l3:*,ffi

one tife
BANK

one bank



l{IC BAO{K LI}IITED
Herd Oftico

NIC House, Masaba Road. Nairobi
P.0 Box 4t+599 - 00100 GPO Nairobi

Tet: [254-201 2888000 I 2718200lFax:1254-201 2888505

Emait: infoGnic-bank.com
Website: www.nic-bank.com


