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ABOUT US

Serving

our customers
since

Finance Trust Bank (FTB), a Tier 1 Financial institution
was granted an operating license on 11th November
2013 taking over the business of Uganda Finance Trust
Limited (MDI). Finance Trust Bank was first registered
as an NGO in 1984 as “Uganda Women'’s Finance and
Credit Trust Limited” which later changed its name to
“Uganda Women's Finance Trust Limited” in 1997. On
12th October 2005, Uganda Women's Finance Trust
Limited was licensed as a Microfinance Deposit taking
Institution.

With its headquarters in Katwe, Finance Trust Bank
operates a network of 36 branches, including one
at Kalangala Islands. 70% of the bank’s branches are
located in rural areas.

The bank offers a broad range of financial solutions,
including loans, deposit accounts, money transfer
services, utility bills payments and insurance services
to small and medium income people companies,
SMEs, institutions and high networth individuals.
Finance Trust bank is also active in trade finance
and treasury services.

Our Vision

To be the bank of choice.

Our Mission

To effectively deliver innovative financial
solutions to our customers and stakeholders
especially women.
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OUR

BUSINESS

.with you from

chﬂdhood




OUR
VALUES

Our core values reflect what is truly important to us as an organization:

CUSTOMER
FOCUSED

LEARNING &
ACCOUNTABILITY INNOVATION
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OUR PRODUCTS
AND SERVICES

DEPOSIT PRODUC CREDIT PRODUCTS

Trust Savers Accounts Business Loans

Trust Savers Individual SME/Micro/Corporate Loans

Trust Savers Joint Bank Overdraft

Trust Savers Company Renewable energy for business

Trust Savers BIDCO SACCOs and VSLA loans

Mama'’s safe Individual Insurance Premium Finance Loan

No Fee Individual Savings Women in Business Loan

Forex Savings Accounts Individual personal loans
School Fees Loan

Trust Youth Savers Accounts Renewable Energy Loan

Trust Junior Savers Salary Loans

Girl's Choice Savings Account SmartHome Loan

Teen Classic Savings Account

Youth Progress Savings Account Agriculture Loans

Agro Production Loans
Agro Processing Loans
Agro Marketing Loans
Agro Investment Loans
Women in Agriculture Loan

Trust Group Accounts
Trust Group Savers

No Fee Group Savings
Mama'’s safe Group

SACCO Savings Asset Finance Loans
Investment clubs Land / other asset acquisition loan for non
VSLAs business

Motor vehicle loans .
Current Accounts Asset Improvement Loan
Personal Current Accounts Trust Mobile Loan /

Business Current account

Forex Current Accounts Loan Ku Simu

(Accessed via Trust Mobile)

Fixed Deposit Accounts Off Balance Sheet products
Other Savings Accounts Bank Guarantee
Staff Savings Letters of Credit

u Annual Report & Financial Statement 2017
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Value Added Services

» Money transfer services (through Western Union, MoneyGram, Kendy Pan African,
money transfer services, EFT, RTGS)

« Mobile money services (through MTN, Airtel, Msente)

» Utility bills collection ( National Water, DSTV, Umeme)

+ NSSF collections, URA payments, KCCA collections

+ School fees collections

+ Micro-insurance ( indirectly provided by our insurers)

« Mobile Banking Services

Other Services

We provide our customers with RTGS and EFT, plus many more value added services including: Western Union,
MoneyGram, Kendy, Airtel Money, M-Sente, MTN Mobile Money and payments for DSTV, KCCA, URA, eWater
Payment, Umeme and NSSF.

Mobile banking service
Our customers can now access their accounts anytime, anywhere, to check their account balances, get

mini Statements, and transfer money from one account to another, pay bills like Electricity bills, Water bills,
Pay TV. Our customers can also deposit and withdraw from their accounts using Trust Mobile which is
integrated with MTN mobile money and Airtel Money.
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Agriculture
This includes agricultural activities along the value
chain (i.e. Production, Processing and Marketing),
including crop farming, animal rearing, poultry
breeding and fish breeding, processing agricultural
products and marketing of agricultural produce

Services

Business service related activities e.g. Restaurants and
bars, beauty shops, schools, medical centres,
pharmacies etc.

Trading

Including groceries, wholesaling and retailing

N assorted merchandise, motor spares, clothing and
textiles, timber, hardware, etc.

Manufacturing and
Production

Including carpentry, tailoring and textile houses,
- bakeries, shoe factories, machinery, foodstuffs, beauty
products, etc.

Building and Construction
Including fabrication of building materials, and
construction of housing and commercial
establishments.

Finance Trust Bank serves micro, small and medium entrepreneurs, salary earners and youth,
who are involved in a wide range of economic activities that include;

Transport
Transportation activities and purchase of automotive
devices - cars, boda bodas, trucks, for personal and
commercial use.

Renewable Energy

Clean energy for domestic and commercial purposes
e.g. solar, biogas, etc

Bancassurance

As agents of selected insurance companies Finance
Trust Bank offers both general and life insurance
policies to both customers and non customers.



OWNERSHIP
AND CAPITAL STRUCTURE

Finance Trust Bank has a varied ownership structure comprising of international and local shareholding.
The Bank share holders are as follows

20.1 Oo/o Uganda Women Trust

o Oiko Credit Ecumenical Development
1 9.60 /O Cooperative Society U,A

1 8,300/0 RIF North 1

0 Progression Eastern African Micro Finance
18.30% sy unc

|&P

14.20% #i-

Enterprenuers

Founder

9.50% o
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FINANCIAL
HIGHLIGHTS

8% 4% 8%

Total assets grew by 8% from 166.21bn Net loans and advances increased by 4% Deposits grew by 8% from shs 95.00bn
to shs 178.78bn from shs 106.2bn to shs 110.42bn to shs 102.96bn

70/ O sh52.37bn

Shareholders’ equity went up by 7% After tax profits more than doubled fi
from shs 35.35bn to shs 37.72bn shs 1.03bn to Shs 2.37bn

TOTAL ASSETS CUSTOMER DEPOSITS SHAREHOLDERS’ FUNDS
178,782 553 37,719
5,355
166,298 107,322 34,718 "
180,000 120,000 103,247 40,000 32,706
160,000 151,051 88,444 35.000
' 121,811 100,000 79,429 ' 29,064
140,000 30,000 2
120,000 80,000
92,251 25,000
100,000 60,000 20,000
80,000
15,000
60,000 40,000 5000
10,
40,000 20,000
20,000 5,000
0 0
2013 2014 2015 2016 2017 2013 2014 2015 2016 2017 2013 2014 2015 2016 2017
LOANS & ADVANCES B TOTAL COMPREHENSIVE INCOME B TOTAL EXPENSES PROFIT AFTER TAX
2,365
110,420 2,500
120,000 99,406 106,191 60,000 : 1,042 2012 1,039
100,000 50,000 2,000
80,000 40,000 1,500
60,000 30,000
1,000
40,000 20,000
20,000 10,000 500
0 0 0
2013 2014 2015 2016 2017 2013 2014 2015 2016 2017 2013 2014 2015 2016 2017
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CHAIRPERSON'S
STATEMENT

On behalf of the Board of Directors, | am pleased to
present the Annual Report and Financial Statements for
the year ended 31 December 2017. Despite a
challenging and subdued business environment,
Finance Trust Bank has remained resilient and in line
with its strategy, the Bank has been able to return a
solid performance that arose from our ongoing efforts
to become a more customer-driven, simple and
efficient bank which helped us deliver a set of strong
financial results.

In 2017, the country experienced significant economic
shocks, especially in the financial sector. The Ugandan
shilling came under severe stress emanating from the
ever growing external trade deficit resulting in a rapid
depreciation against major foreign currencies. At the
same time, there has been sustained pressure on banks
to lower their lending rates through the Central Bank's
Monetary policy despite the rising operational costs.

Additionally, the year has proven to be one of major
advances in digital technology and also in the
regulatory environment particularly tightening in the
area of Information technology security. Cognizant of
these major trends, Finance Trust Bank has undertaken
strategic initiatives towards innovation for convenient
service delivery.

As a key player in the banking sector, Finance Trust
Bank's performance was affected by the shocks
described above. | am glad to announce that the bank
remained strong and continues to progress.

Operating Environment

During the year, annual headline inflation went down
to 3.3% from the re-based rate of 5.7%. The decrease
was due to stable prices for food and utilities. The
Uganda shilling weakened from USD/UGX 3,602 as at
31st December 2016 to USD/UGX 3632 as at end of 31st
December 2017. The weakening of the Uganda Shilling
was more amplified in October 2017 due to elevated
uncertainty surrounding the political environment in
neighbouring Kenya.

Yields on government securities continued to decline
during the year in line with the protracted easing of
monetary policy and lower inflation expectations.
Treasury bill rates closed at 8.95% in December 2017
compared to 15.93% for December 2016; this in effect
reduced the bank’s return on short term investments.

The Central Bank continued with its cycle of easing
monetary policy during the year, cautiously reducing the
Benchmark Rate from 12% in December 2016 to 9.5% as
at 31st December 2017. This aimed at further boosting
growth in private sector credit and to strengthen the
economic growth momentum. Interest rates on lending
eased slightly in response to the accommodative
monetary policy stance from averagely 28% to 20.2% for
the year ended December 2017. Growth in private sector
credit remains relatively subdued with average annual
growth averaging at 5% while asset quality remained a
curtailing factor and therefore a risk to credit growth in
the long term.

Financial Performance

The audited financial statement is a testament to the
bank’s commitment to ensuring a descent return on
shareholder equity and a commitment to delivering
value to all stakeholders.

Finance Trust Bank’s focus on enhancing affordability,
accessibility and convenience to its services and
products has seen its growth momentum maintained for
the period ended 31st December 2017. The Bank’s net
profits more than doubled to ugx2.37bn with a return on
equity (ROE) of 6.3% and return on assets ( ROA) of
1.33%. Profit before tax grew by 161% percent from
ugx1.4bn to ugx3.68bn. Total revenues increased by 7%
to ugx55.31 billion and loans increased by 4% to
ugx110.42 billion. Total assets grew by 8% to ugx178.78
billion. Shareholders’ capital increased by 7% to
ugx37.72 billion.

The strong performance by the Bank once again
demonstrates our ability to deliver substantial and
sustained value for our shareholders and other
stakeholders.

Dividend

The Board continues to balance between maximizing
shareholder value as well as the need to plough back
funds into the company for future business growth. As a
demonstration of confidence in the strength of the
Bank’s balance sheet and sustainability of growth, the
Board has recommended a dividend of Ugx 709 million
which is 30% of the distributable profits for the year
2017.




Corporate Governance

Strong management and corporate governance continue to be one of
the key pillars of Finance Trust Bank. During the year 2017, the bank
registered changes at the Board level. After having served on the Board
since 2004, the Chairperson Hon. Eng. Irene Muloni, Mrs. Mary Maitum
and Mrs.Lydia Ochieng-Obbo retired from the services of the Board.
Please join me in thanking these directors for their dedication and
sacrifice. We wish them well in their future endeavors. Consequently,
new Board Chairperson Dr. Evelyn Kigozi Kahiigi and two other
Non-Executive directors, Mr. Robert Kirunda and Mrs. Mary Achan
Oduka -Ochan were duly appointed. The bank has greatly benefited
and been enriched by the diversity the trio bring on board. We welcome
them and look forward to working with them as we support the bank to
achieve its desired objectives.

Corporate Social Investment

The Bank continues to impact society beyond the normal banking
business. For the second year running, the Bank is conducting
countrywide financial literacy program specifically in the regions where
the bank is operating. The financial literacy workshops in 2017 attracted
over 3,000 participants who consisted of both customers and
non-customers. As a bank, we believe in a market that is financially
enlightened to ensure sustained growth and thus investing in the
financial literacy program.

Outlook for 2018

In 2018, the bank will continue to execute its strategy and adapt to the
changes in the economic and industrial environment. This will be
driven largely by technology amidst constantly changing customer
expectations. The Bank will endeavor to leverage on its strengths, the
conducive business environment to champion the socio economic
transformation of its customers, to deliver sustainable performance and
contribute to the country’'s economic development through provision
of inclusive customer- focused financial services.

Appreciation

Finally, | wish to express my sincere appreciation to the teams that have
enabled us make these great strides over the years. | thank members of
the Board of Directors, Management and staff of the Finance Trust Bank
for their hard work. In a special way | want to appreciate our customers
for their continued trust and support, without them Finance Trust Bank
will not exist.

Annual Report & Financial Statement 2017

8.95%

Treasury bill rates closed at 8.95%
in December 2017 compared to
15.93% for December 2016

7%

Total revenues increased by 7%
to ugx55.31 billion and loans
increased by 4% to ugx110.42
billion.

8%

Total assets grew by 8% to
ugx178.78 billion while
Shareholders’ capital increased
by 7% to ugx37.72 billion.
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MANAGING DIRECTOR'S

STATEMENT

During the year, Finance Trust Bank registered substantial
growth progressively, supported by a strong governance
and control framework. The year's performance was a
reflection of the progress of key strategic activities and
projects that the bank continued to undertake to support
its growth.

The bank’s resilience in the past challenging economic
environment asserts the strength of our commitment to
growth through leveraging technology and business
partnerships, thus the registered performance for the
year 2017.

The bank will continue to pursue its strategy to deliver
satisfactory financial results. We remain committed to
realizing our vision of being the Bank of Choice that
serves all but Putting Women First.

We look forward to a more fruitful 2018.

2017 Performance

The Bank expanded on a number of fronts as reflected in
the profitability result that more than doubled from levels
of Shs 1.03billionn in 2016 to Shs 2.4billion in 2017. Net
income recorded growth of 10.04% from shs 42.4 billion
in 2016 to 46.7 billion in 2017 while operating expenses
registered a 7.0% increase to levels of shs 44.3billion from
41.4 billion in 2016.

The Bank’s total assets grew by 8% from 166.3billion in
2016 to 178.8bnin 2017. Net loans and advances grew by
4% from 106.2 billion in 2016 to 110.4billion in 2017. The
investments book registered an upward shift from 14.6
billion in 2016 to 19.6billion in 2017.

The number of savers increased from 360,928 in 2016 to
447,936 in 2017. This constitutes 24.1% increase in the
number of savers. The number of borrowers also adjusted
positively to levels of 26,441 from 24,588 in 2016.

Staff numbers increased slightly from 610 to 656 as the
bank needed to build capacity to handle the growing
business.

Embracing Technology

Finance Trust Bank has continued to derive value in
digitalizing its processes resulting into improved value to
its customers.

The Bank has made it more convenient for its customers
to transact through the Trust Mobile banking service.
Through this service, they are able to deposit and
withdraw funds from their accounts, make utility
payments, transfer funds and access loans on phone.

The Bank continued its leadership role in technology
advancement by enriching its mobile banking applica-
tion (TrustMobile), enabling customers for the first time in
the market to access Loans of up to 1,000,000/= using the
mobile phone. This development enables clients access
quick short term emergency loans to cater for both
domestic and small business needs in a cost effective
manner. The Loan on phone is subjected to the Credit
Reference Bureau rating before disbursement.

The bank continued to refine its biometric finger print
technology to automate customer identification and
verification processes that enables it to serve all clients
thus furthering financial inclusion.

Putting Women First

Finance Trust Bank prides itself in provision of women
and youth entrepreneurship programs through Financial
Literacy trainings. As part of our commitment to social
responsibility and sustainability, the bank will continue to
commit more funds towards this initiative to impact the
women on improving their financial skills and confidence
in money matters.

The bank partnered with UNCDF to develop and
integrate into its mobile banking services; a digital
application to offer financial education and reproductive
health training to adolescent girls through their phones.
The girls have actively participated in the development of
this application to ensure that it is customized to their
needs and the bank is now ready to launch the
application.




The bank has also partnered with insurance providers to offer
women and their families affordable health insurance policies
through the Mama Safe Medical insurance product.

In addition, the bank offers a women friendly banking
environment as they transact at our bank premises. The bank
has put in place “Mama corners” at its branches to provide a
conducive environment to breast feeding mothers.

Product Offering and Partnerships

In addition to the Mobile banking loans, the bank developed
a special hygiene and sanitation loan product code named
WASH, in partnership with Water.Org. This credit product
will ensure access to credit specifically for construction and
acquisition of water, sanitation and hygiene facilities for both
domestic, community and business needs. The bank has seen
tremendous demand for this product and continues to see
growth for this product.

The Bank continues to leverage partnerships to develop and
offer new products and services as well as refine its current
product offering in a bid to improve customers’ experience
and remove the existing challenges with its product offering.

Outlook for 2018

In 2018, the Bank is poised for even better growth and
consolidation of achievements of 2017. We have positioned
ourselves better through industrial collaborations in the
areas of distribution of banking services using technology
enablement and sharing of infrastructure for cost
effectiveness and value to all stakeholders. This will be
manifested through agent banking among other
innovations.

The bank having already been granted the Bancassurance
license by the Insurance Regulatory Authority, will now
embark on offering insurance services to the wider public.
This will lead to increased access to insurance services
through our wide branch network.

Appreciation

On behalf of the management and staff of Finance Trust Bank,
| extend our sincere gratitude to all stakeholders for your role
and support throughout the year.

MANAGING DIRECTOR
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MANAGEMENT

Annet Nakawunde
Mulindwa

MANAGING DIRECTOR

Racheal Nantongo
HEAD OF BANKING
OPERATIONS

Christine Namata
HEAD FINANCE

Annette Kiggundu
EXECUTIVE DIRECTOR

Fredrick Muyanja Musoke
HEAD
INTERNAL AUDIT

t
Dr. Richard Ssekibuule
HEAD ICT

- Y

Patricia Kemirembe
Katende

COMPANY SECRETARY/
HEAD, LEGAL

Stella Naigulu
HEAD HUMAN
RESOURCE

Sarah Gwokyalya
COMPLIANCE MANAGER

Percy Paul Lubega
HEAD OF BUSINESS
DEVELOPMENT

Ali Lwanga
Ag. HEAD CREDIT

Martin Acegere
Ag. HEAD RISK




_Finance Trust Bank operates a
-\ \net\//gg_;k of 36 branches, =._ -

5 70% of-which are located i |n
— rural areas.

Annual Report & Financial Statement 2017 23




Business Development
Department

The Business units within the department are;

Research & Product Development

Marketing Communication, Branding and PR
Business Growth

Projects

Delivery Channels

Customer Service/ Call Centre

ounkwnNn =

The following is being done;

1. The Retail Banking business line consists of Personal
Banking (individuals including civil servants) and
Business Banking (micro, small & medium sized
enterprises).We provide a full range of lending,
transactional and savings solutions, supported by
strategic investments in technology to enhance our
services.

2. The Department is in charge of growth of Assets,
Liabilities and customer numbers.

3. The use of technology has been instrumental to the
bank’s achievements in 2017. The Bank continued to
provide its customers with alternative on boarding and
transactional channels through the use of Trust Mobile
and more specifically through the Loan Ku Simu a
mobile phone based loan that is accessible to both
savers and loan customers who wish to take a loan
between 100,000 to 1,000,000shs. This loan is linked to
the Credit Reference Bureau. The department will
continue designing and innovating customer specific
solutions whilst increasing customer engagements.

Credit Department

As a bank, we have grown our product range to include
loans for various needs of the customers. In partnership
with “Water.org” a charity organization that bring safe
water and sanitation to the world through access to
small, affordable loans, Finance Trust Bank developed
a Water and Sanitation loan that was designed to
enable our communities install sanitary water
equipment like water tanks, irrigation systems, water
purification systems boreholes, rain garters and
harvesters. The loan is also given to customers who
wish to build sanitary facilities on domestic premises,
commercial premises and suppliers of water and
sanitation equipment.

The department’s strategy is to increase outreach
through extension of this loan product to as many
customers as possible.

Operations Department

The Business Operations department is responsible for
running the bank’s business. The department has the
ultimate accountability for profit and loss, and also
seeks to maximize return on investment for the
shareholders. In 2017, the Bank continued to improve
the customer experience through emphasis of the use
of biometric finger print service at the teller points to
ensure that all customers are enrolled onto the service,
to enable the bank control risks associated with
identifying the customers.

ICT Department

The ICT department is responsible for provision of
Digital Services and Technologies to support and grow
the bank business. Finance Trust bank underwent
various ICT transformations in 2017.

Most notably, the bank transformed many manual and
paper based processes into automated digital services.
The bank is continuously innovating in the provision of
ICT services through a robust team of highly motivated
personnel and technology partners.

Finance Department

The overall mandate of the Finance division is that of
ensuring that the entity remains a going concern
through guaranteeing value for money within the
entire decision making framework of the Bank, working
with all the other functions to ensure compliance with
regulatory requirements at all times and providing the
necessary financial analysis to give meaning to
operating results from time to time.

The Finance function is specifically responsible for
delivering on the aspects of revenue assurance; cost
efficiency; budget development, monitoring & control,
product costing & pricing, internal & external financial
reporting, project review & evaluation.

The objective of all the above is to ensure the entity
achieves an optimal cost-revenue combination so as to
guarantee value delivery to the investors.

Treasury Department

In 2017, the Bank registered increased activity in the
Government securities which resulted in a growth of
income in marketable/ trading securities. The bank
offers foreign currency services particularly US Dollars
at competitive rates at six of our branches namely -
Kampala Road, Kikuubo, Entebbe, Nakivubo, Central
and Katwe.



Risk Department

The Risk function provides independent oversight and
control on the bank’s operational, credit, market,
compliance and other risks. The function is charged with
the identification, assessment, treatment, monitoring,
and reporting of risks with the aim of ensuring that the
bank is safeguarded against risks that may have
significant impact on bank assets, human resources,
capital and reputation of the bank.

This is achieved through continuous improvement in
the risk management processes across the bank and
promotion of a strong risk culture.

Compliance Department

Compliance department is responsible for ensuring that
all the activities and conduct of the bank complies with
set internal policies, legal and regulatory requirements.
During the year, we ensured that the bank complied with
all statutory obligations, like, remitting NSSF payments,
meeting tax Obligations to URA and other stake holders.

Our Focus for the coming year is to create a culture of
Zero Tolerance to non-compliance at all staffing levels
within the bank.

Human Resource Department

In 2017, a total of 130 appointments were made, of which
29.2% were internal candidates. This is evidence of our
belief in growing our people and promoting internally.As
at 31st December 2017 the bank’s average turnover was
4% per quarter, which was within industry standards.

Other departmental activities are stated under
sustainability.

Internal Audit Department

The Bank has established an in-house internal audit
function. The internal audit is an independent function
within the Bank. The Head of Internal Audit reports
directly to the Audit Committee functionally and to the
Managing Director administratively. Thus the Internal
Audit Department is positioned at a level that gives the
department the visibility and authority to effectively
discharge their responsibility.

The internal audit function adopted the International
Standards for the Professional Practice of Internal
Auditing issued by Institute of Internal Auditing.

The Audit Committee approves the hiring, removal,
evaluation and compensation of the Head of Internal
Audit. The scope of authority and responsibility of the
internal audit function is defined in the Bank Internal
Audit Charter, which is approved by the Audit commit-
tee.

The primary role of internal audit function is to assist the
Board and senior management to meet the strategic and
operational objectives of the Bank, by providing an
independent and objective evaluation of the adequacy
and effectiveness of risk management, controls and
governance processes. The Bank’s internal audit
approach is aligned with the Bank’s Risk Management
Framework by focusing on key strategic, financial,
operational, compliance and information technology
risks. The annual internal audit plan is established in
consultation with, but independent of, management.
The internal audit plan is reviewed and approved by the
Audit Committee. All internal audit findings, recommen-
dations and status of remediation, are circulated to the
Audit Committee, the Managing Director, the regulator
and relevant senior management every quarter.

The Head of Internal Audit presents the internal audit
findings and recommendation to the Board at each
quarter.The Audit Committee meets with the Head of
Internal Audit on a quarterly basis in a year,without the
presence of management. The meetings enable the
Internal Auditor to raise issues encountered in their work
directly to the Committee.

The professional competence of the internal auditors is
maintained or upgraded through training programmes,
conferences and seminars that provide updates on
auditing techniques, regulations, financial products and
services.

The internal auditors have unfettered access to all the

Bank’s documents, records, properties and personnel,
including the Audit Committee.
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SUSTAINABILITY
REPORT

The Finance Trust Bank business model ensures that there is value addition
for all stakeholders, protects employees, shareholders and the community
in which we operate. We protect the environment and enable posterity of
the community. We go beyond the statutory obligations of the bank to
impact the communities positively while ensuring the bank remains
profitable. Our business model is a reflection of the values we uphold as a
bank.

Customer Engagement

Finance Trust Bank values its customers greatly and that is why customer
feedback is important. Customer feedback enables us tweek our operation
structure to ensure a happy customer thus making the bank a customer
centric one. In this regard, the bank has a number of tools put in place to
enable it gather the thoughts, suggestions of customers but also
communicate any new developments in our product and service range.

Call Centre

Finance Trust Bank for the very first time installed a call centre with staff
who work a day shift, corresponding with customers through the availed
telephone numbers to ensure customer complaints and suggestions are
addressed. The call centre is tasked with ensuring the customers get their
complaints resolved by liaising with the responsible departments. The call
centre works together with a social media team to ensure all complaints
that come through the Finance Trust Bank social media channels are
resolved.

Social media

In 2017, the bank grew its social media presence by contracting a social
media agency. As a result, the following on Facebook, grew from 11,579 to
41,660 in December 2017. Our twitter following grew from 190 to 433 in
December 2017. The growth in social media presence has allowed the bank
to engage the social media community, promote the bank’s products and
services, communicate employment opportunities and also gather
feedback from customers. The value of a well engaged social media
community can be seen the growing feedback being shared through these
platforms and the daily inquiries from potential and existing customers on
the bank’s products and services. The Bank is now ranked 5th among the
banks in Uganda with the highest social media presence.




Customer workshops




1. Finance Trust Bank Managing Director
addresses customers at a workshop held at
Pope Paul memorial Hotel.

2. Customer gives his views about the Bank's
services.

3. Top customers from the Bank’s Owino
Branch receive Certificate of Recognition

4. Head of Operations Ms. Rachael
Nantongo addresses customers at a
customer workshop held in Kayunga.

5. Top savers of Kayunga branch pose for
a photograph at the re-launch of the
refurbished branch.

6. Finance Trust Bank Managing Director
addresses customers at a workshop held
at Mackinnon Suites Hotel in Kampala.




Product offering

Finance Trust Bank’s product offering is a broad cocktail of products designed to meet the various needs of its
customers. The savings and loan products are further classified into schemes that are even more specific to fit the
different segments of customers. This is what constitutes the bank’s Product Mix. Finance Trust Bank continued
with its pledge to women of having women only products and services. Furthermore, our women loan clientele
continue to get the 1% interest decrease as part of affirmative action to ensure more women customers are served.
The Bank'’s product offering is rooted in ensuring greater financial inclusion.

Get a quick loan conveniently using your mobile
phone. To access our Loan ku Simu, simply dial
*224# or download the Trust Mobile app and
get a quick loan from as low as Ush 50,000 upto
USh 1,000,000 payable in a period of upto

3 months.
from as low as AN ftis instant.
ush 50,000 / i3 For further enquiries, call

Toll Free Number 0800220500 or visit any of our
36 branches countrywide and join Trust Mobile
today. Terms and conditions apply.

TRUST
Download the g mobie) app on GooglePlay

or simply dial *224# and follow the prompts

The Bank also launched a Loan on phone - Loan ku Simu which is accessed by customers who are enrolled on Trust
Mobile banking platform. The customers have to fulfill a set of back end algorithms and must have a financial card
to be able to access the loan. Customers can access loans upto 1,000,000shs instantly without coming to the bank
and have to pay within a period of 1-3 months. This product has enabled our customers meet their emergency
needs with dignity and more conveniently.

In partnership with “Water.org” a charity organization that increases access to safe water and sanitation to commu-
nities through access to small, affordable loans, Finance Trust Bank developed a Water and Sanitation loan that
was designed to enable our communities install sanitary water equipment like water tanks, irrigation systems,
water purification systems boreholes, rain garters and harvesters. The loan is also given to customers who wish to
build toilets on domestic premises, commercial premises and suppliers of water and sanitation equipment. The
Bank's strategy is to increase outreach through extension of this loan product to as many customers as possible.

In partnership with “Water.org”

a charity organization that increases
access to safe water and sanitation

to communities Finance Trust Bank
developed a Water and sanitation loan.
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Corporate Social Responsibility

In 2017, Finance Trust Bank continued to pursue its Corporate Social Responsibility theme of “ Investing
in the future we want” by helping communities resolve social problems through various interventions.
The Bank is doing its part in ensuring that the country achieves the sustainable development goals.

The Bank focused on education and health through the following social investments below.

Education

Finance Trust Bank fulfilled its pledge to continue with the financial education for women by organizing
workshops across the country. The workshops brought together over 3000 women across the different
regions. Todate, the Bank has invested over 150 million shs in the financial literacy workshops country-
wide. The Bank continues to use the financial education model in all its mobilization engagements
outside these workshops because training people on finances should never stop. The Bank also trained
SACCOs leaders in Lwengo district as part of its strategy to strengthen already existing relationships
with the SACCOs.

"-'ﬂ:'. .l...
Finance Trust Bank Managing Director trains hundreds,of women i
central region at UMA -



Soft skills Education

Finance Trust Bank would like to be
known as the Bank that is with you
from childhood. It is the reason we
support initiatives that target
children at a tender age to groom
them into financially and socially
sound youth who can later afford
to access our range of products
and services. Finance Trust Bank
partnered with the Nnabagereka
Development Foundation (NDF)
to sponsor Ekisaakate and also
mobilized and paid for some youth
to attend the Ekisaakaate event.

Finance Trust Bank MD Anne Nakawunde Mulindwa hands over a dummy
cheque worth 13,500,000shs to the Executive Director Nnabagereka Development
Foundation as contribution for the preparations of Ekisaakate Gatonnya

Helping communities
resolve social problems through various interventions.

Health b H #h i A A 4
rust triast triEst trat o} =l i
Finance Trust Bank lives the value of Team work in several ways. It =
is in that spirit that the staff of the Bank always answer the call for
assistance whenever a staff member is in need of help. The Bank
staff, in 2017, assisted 2 staff members to collect money to enable
them access medical attention for their children who needed

open heart surgery in India.
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A Finance Trust Bank staff receives a dummy cheque bearing
amount contributed by staff towards her child’s medical
treatment in India
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People Management

Sourcing and Acquisition of Talent

Finance Trust Bank employs technically skilled individuals from the labour market, who are able to drive the
Business plan so as to achieve the business goals. A formal online sourcing system ensures to attract young and
dynamic persons from all parts of the country.

Performance Management

Performance management is implemented through activity work plans which are cascaded from the institu-
tional scorecard to ensure consistency with and achievement of the key objectives. Monitoring performance is
also done through a semi-annual appraisal cycle. Performance Improvement programs are enforced to ensure
focus on achievement of the set targets, as well as, instil a performance-focused culture.

Reward and recognition
Best performance is rewarded occasionally in various ways and recognised by Board and management.
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Best Regional Manager 2017 poses for photograph with Board Chairperson and Managing Director
after receiving a certificate of recognition for his outstanding leadership and performance in the year.

Al

Training and Development
Continuous training programs are conducted to ensure skills enhancement of staff through on job-training,
mentoring and external programs.
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Staff Welfare

A competitive pay and benefits package ensures a motivated workforce. A medical insurance cover is in force for staff
to ensure access to proper medical treatment and rehabilitation in cases of injury. Medical camps have been organzed
to educate staff about pertinent occupational health hazards.

The “kitenge day” day demonstrates the unity in diversity of the team.
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Employee engagement
Employee satisfaction and engagement surveys are used to inform management decision towards addressing staff
needs and grievances.

Sports and team activities
The Bankers sports gala provides an environment for excellence to sports men and women.

Finance Trust Bank Managing Director recognises the outstanding performance of the FTB Table Tennis
team who were overall winners of Table tennis in 18th Annual Bankers Sports Gala.




GOVERNANCE
AND RISK
MANAGEMENT




a. STATEMENT OF
CORPORATE GOVERNANCE

The Board of Directors

The Board of Directors is elected to represent shareholders and its mandate is to establish policies for corporate
management and oversight. The Board of Directors is composed of a mix of international and local directors with
good expertise and diverse wealth of experience. The Board meets quarterly and the Annual General Meeting is
held once a year. The Board has 5 committees. These include; Board Audit Committee, Board Risk Management
Committee, Board Asset and Liabilities Committee, Board Compesation Committee and Board Credit Committee.

Governance

Finance Trust Bank's risk governance structure is comprised of the Board, Senior Management and functional risk
oversight. Risk at both Board and senior management level is governed through the Board and Management
Committees set up at both levels respectively.

THE GOVERNANCE STRUCTURE

Annual General Meeting

Full Board

Board Risk Board Asset Board Board Credit

Committee £ Llab'!lty Compgnsatlon Committee
Committee Committee

Board Audit
Committee

Managing Director

Management Executive Committee

Human
Risk Management Management Asset & Resource Operational

Committee Credit Committee Liability Committee Committee Risk Committee

Internal
Audit

The Board Credit Committee (BCC)

The BCC is composed of a chairperson and at least two non-executive members of the Board. The Board Credit
Committee is charged with assisting the Board in monitoring the growth and quality of the credit portfolio and to
ensure compliance with regulatory requirements. The Board Credit Committee sits quarterly and is charged with
the following responsibilities:

1 Review and oversee the overall lending policy of the Bank and be informed of the Institution's credit practices and
procedures.

2 Deliberate on and consider loan applications beyond the discretionary limits of the Management Credit
Committee;

3 Direct, monitor, review and consider all issues that may materially impact on the present and future quality of the
Bank’s credit risk management;

4 Review and delegate lending limits to the sanctioning authorities of the Bank;
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Assist the Board in discharging its responsibility by reviewing the quality of the Bank's loan portfolio, and ensuring
adequate provisions for Non Performing Loans in compliance with Prudential Guidelines of BOU on risk classifica-
tion and provisioning of assets;

Conduct loan reviews independent of any persons or committee responsible for sanctioning credit;

Ensure that the credit risk strategy and policies are effectively communicated throughout the Bank to enable the
Bank to adopt safe and sound banking practices.

Monitor management’s compliance with all other regulatory requirements including, the BOU Act, Financial
Institutions Act, BOU Prudential Regulations, and Circulars issued by the Bank of Uganda of Uganda and any other
relevant laws in force, and ensure implementation of any recommendations made by them.

Review and Oversee the activities related to Credit Reference Bureau within the bank to ensure compliance with

the laws, guidelines and regulations, and ensure continuous improvement of quality of data submitted to the
Credit Reference Bureaus.

The Board Assets and Liabilities Committee (BALCO)

This is composed of a Chairperson and at least two members appointed by the Board. The Assets and
Liabilities Committee meets quarterly and has the following responsibilities:

Ensuring compliance with statutory requirements (cash reserve, liquidity, capital adequacy e.t.c) stipulated in the
FI Act 2004, Regulations there under / BOU Guidelines and directives from time to time.

Provide and review policy guidelines for Assets-Liability management in line with the Bank’s corporate goals.
Recommending a mix and maturity profile of incremental assets and liabilities.

Advising on the Funding Policy i.e. to decide on the source and mix of liabilities or sale of assets.

Monitoring the Bank’s policies, procedures and holding portfolio to ensure that goals for diversification, credit,
quality, profitability, liquidity, community investment, pledging requirements and regulatory requirements are

met.

Review, monitor and advise on the performance of the Institutional budget.

The Board Risk Committee (BRC)

The BRC ensures that the institution achieves its goals by ascertaining that it has adequate, effective and efficient
systems of internal control and processes that are functioning to protect the institution’s assets and minimize bank
wide risks. The BRC is responsible for promoting a strong risk culture in the bank.

The BRC is comprised of a chairperson and two non-executive directors appointed by the Board. The Board ensures
that every member appointed to the BRC is independent of current management and is free from any relationship
that would interfere with his / her exercise of independent judgment. The committee meets on a quarterly basis
and is charged with the following responsiblities:

Review and recommend to the Board of Directors the risk management policies of the bank.

Ensure that the delegation of authority and approval levels is clearly defined with clear Terms of Reference for the
different authority levels within the bank.

Review and provide guidance on the Business Continuity Management processes and practices of the Bank.




Review the Company’s operational and strategic business risk exposures in accordance with the risk appetite.
Review compliance to financial and related directives issued by various authorities such as the Uganda Reve-
nue Authority, the Bank of Uganda, and compliance with legislation including the MDI Act, Banking Act and the

Companies Act.

Ensure that the bank information systems are secure and adequate to support the delivery of the bank’s strate-
gic objectives.

The Board Audit Committee (BAC)

This is composed of a Chairperson and at least two non-executive Directors appointed by the Annual
General Meeting. Ultimately, Finance Trust Bank aims to ensure that at least one of the committee members has
a sound financial/accounting background. The Audit committee meets quarterly and is charged with the
responsibility of:

On instructions from the Board to appoint external auditors, the BAC will recommended to the Board the exter-
nal auditors to be appointed after considering the scope of work, the audit fees, the profile and independence

of the audit firms.

Review the scope and the effectiveness of the Internal Audit Department and provide direction on enhancing
the utility of the Department through clearly laid down processes, procedures and time frames.

Review the internal audit report and audit programs of the bank.

In line with the current practice, the BAC handles the recruitment of Head of Internal Audit and refer to board
for ratification.

BAC evaluates the Head of Internal Audit in consultation with the chairman of the Board, and recommend to
the management the remuneration including annual increments and performance bonuses.

Commission such ad-hoc internal audit assignments as deemed necessary by BAC, management or the Board.

Review the internal controls, operating procedures and systems and management information systems of the
bank.

Review the financial statements of the Bank and make recommendations.

The Board Compensation Committee (BCOMCQ)

This is composed of the Chairperson and at least two non-executive members of the Board The Committee
meets quarterly and is charged with the responsibility of:

Review and make recommendations to the shareholders for remuneration, including incentives, for the Board
and Senior Management.

Consider and approve the organizational structure of the Bank and ensure that the bank has an up-to-date
succession plan for officers holding senior managerial positions.

Ensure that the welfare of bank staff is adequate that is, staff remuneration and benefits are within the ability of
the Bank to sustain as well as sufficiently oriented towards open market trends.

Ensure that management promotes and / or maintains a conducive working environment, good employee
relations, throughout the bank; that the culture of merit and professionalism evolves, thrives and percolates
throughout all categories of employees.

Ensure that the Bank’s HR policies, procedures and systems are sound, effective and up to date with current
trends and practice.




b. RISK
MANAGEMENT

Risk management is at the core of all decisions made by the bank. The Bank is faced with internal and external
factors that influence the way we do business and make it uncertain whether and/or when the bank will achieve its
objectives. The effect of this uncertainty to the achievement of the Bank’s objectives is defined as a “risk”.

Risk Management process

The Bank manages risk, by identifying, analyzing it and then evaluating whether the risk should be modified by risk
treatment in order to satisfy its risk criteria. Risk management in the Bank is applied at all areas and levels at all times
as well as to specific functions, projects and branches to ensure that risk is managed effectively, efficiently and
coherently across the bank.

The Bank'’s risk management process comprises of following elements.

,
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Risk identification involves

determining what could go
and

what the consequence or

of it occurring.

The Banks risk management process is initiated through establishment of the context of risk management.
By establishing the context, the Bank articulates its objectives, defines the external and internal parameters to be
taken into account when managing risk, and sets the scope and risk criteria for the remaining process.

Risk identification involves determining what could go wrong (likelihood) and what the consequence or impact
(loss or damage) of it occurring.

Risk Assessment involves analysing the likelihood and consequences of each identified risk and deciding which
risk factors will potentially have the greatest effect and should, therefore, receive priority with regard to how they
will be managed. The level of risk is analysed by combining estimates of likelihood and consequences, to
determine the priority level of the risk.

Risk treatment involves identifying the range of options for treating the risk, evaluating those options based on
significance of the risk, whether the cost of the option is commensurate with the benefits of treatment, preparing
the risk treatment plans and implementing those plans.

Monitoring and review is an ongoing part of risk management. Few risks remain static. Factors that may affect the
likelihood and consequences of an outcome may change, as may the factors that affect the suitability or cost of
the various treatment options. Constant monitoring and review ensures that the risk treatment options remain
appropriate to the identified risks.

Risk communication to the stakeholders of the Bank, is an ongoing activity that is done through the risk

assessment reports that are discussed in the monthly and quarterly management and Board risk committee
meetings.
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BOARD OF DIRECTORS
PROFILES

Board Chairperson
Dr. Evelyn Kigozi Kahiigi

Dr. Evelyn Kigozi Kahiigi is currently a Lecturer and Head of Department of
Information Technology at the School of Computing and Informatics
Technology, Makerere University. She started her career at Nile Bank
where she worked in the Operations and Computer Departments. Evelyn
then moved to the Directorate for ICT Support, Makerere University where
she was part of the pioneerin team in setting up ICT infrastructure and
systems with specific engagement in developing and implementing the
ICT Policy, Strategy and Master Plan.

Evelyn is the current PTA Chairman and Board member of Gayaza High
School. She is a youth mentor and an advocate for academic and social
excellence. Her interests are inclined towards ICT4D in the field of E-learning,
Entrepreneurship and Health Informatics to support, enhance and sustain

a better quality of life for the underprivileged and marginalized groups.

Evelyn holds a PhD in Computer and System Sciences from Stockholm
University, Sweden.

Managing Director
Annet Nakawunde Mulindwa

The Managing Director of Finance Trust Bank, Mrs. Annet Nakawunde
Mulindwa is a banker by profession with over 14 years’ practical
experience in Banking and Micro nance. Previously she has worked in
various capacities, at Finance Trust Bank as Head of Operations, and
Operations & Compliance Manager. Prior to Finance Trust Bank, Annet
held various key positions at Pride Micro nance and Nile Bank Ltd.

Mrs. Mulindwa holds a Masters in Business Administration majoring
in Finance, a postgraduate diploma in Financial management and an
honors degree in BA (Arts), She has also attended a number of trainings
including Harvard Business School'’s Strategic Leadership in inclusive
Finance, the Advanced Leadership training in Wharton Business School,
University of Pennsylvania in USA, Coaching Program for Mission,
Leadership and Performance By CREATIVE METIER , Oxford , England,
Women in leadership by WOMEN’S WORLD BANKING CENTER FOR
MICROFINANCE LEADERSHIP, New York where she got the Financial
Woman's Association’s Women in Leadership Award for 2008, Balance
score card training and Basic banking by Institute of Bankers.

She is passionate about women and youth empowerment, as well
as ensuring best practice in banking and micro nance and creating
value for customers. She is result oriented and an excellent team player
with strong leadership qualities
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Director
Tor. G. Gull

Tor G. Gull served as the Managing Director of Oikocredit Interna -
tional in the Netherlands from July 2001 to July 2011.

Tor is from Finland where he before joining Oikocredit worked as Senior
Vice President and Head of Export and Project Finance for one of the
largest commercial Banks in Finland. During that time he was also the
Chief Representative for the Bank in South East Asia and China for three
years, based in Hong Kong.

From 1978 to 1982 Tor worked with the Nordic Project for Cooperative
Development in Tanzania and Kenya developing and supporting credit
unions, and small-scale businesses in various parts of the countries.

His experience also includes financial management positions in the
Pulp and Paper Industry in Finland.

Since his retirement from Oikocredit Tor has continued his involvement
in the financial sector through directorships and memberships in banks,
investment funds and institutions active in impact investing, microfi-
nance and other development projects.

His professional expertise is complemented by his academic distinc-
tions including a Masters in Accounting from the Swedish School of
Economics in Helsinki and an MBA in International finance from the
Helsinki School of Economics/University of South Carolina
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Executive Director
Annette Kiggundu

Annette Kiggundu is the Ag. Executive Director of Finance Trust Bank.
She joined the Bank in May 2016 as Head of Treasury with over 12 years
of progressive banking experience in the fields of treasury and financial
management, International business, Risk, Compliance and Operations.
Previously, she worked with UBA Uganda and Centenary bank.

She is a Chartered accountant with Association of Chartered Certified
Accountants (UK),holds a Bachelor's of Commerce degree (Accounting)
and currently pursuing a Master's degree in Financial Management
with Edinburgh Business School, Heriot Watt University. Annette also
hold a ACI Dealing certificate and is a member of ACI Uganda Dealers
Association.




Director
Albert Richards Otete

Albert Otete is a Certified Public Accountant (CPA - Uganda, Kenya,
Rwanda, and Tanzania) with extensive and diverse experience in
audit, accounting and business consulting spanning two-and-half
decades. He is currently the Chief Executive O cer of J.SR Consulting
Limited, a leading indigenous business advisory rm in East Africa. He
has previously worked with international accounting rms (PwC and
KPMG) rising to position of Senior Manager. He was Deputy Head of
Finance (2 years) at Stanbic Bank Uganda and rising to Head of Internal
Audit (8 years) at the same bank. He then spent 2 years overseeing
Core Banking implementations within Standard Bank covering 8
countries. He is a Member of the Institute of Internal Auditors.

Albert is a Member of the Technical Committee of the Institute of
Certi ed Public Accountants of Uganda, a committee charged with
promoting compliance with professional auditing and accounting
standards. Albert is also a Member of one of the Public Sector Audit
Committees of the Ministry of Finance, Planning and Economic
Development of Uganda.

Albert is a PhD Candidate in Business Administration with the Universi-
ty Institute of International and European Studies (UNIES, Netherlands)
in collaboration with ESAMI Business School.

Director
Loic De Canniere

Loic De Canniére joined Incofin Investment Management as CEO in
2001.

He successfully restructured and grew the fund management
company into one of the largest microfinance and impact investment
fund management companies, with a very strong focus on balancing
financial and social returns. Today, Incofin IM manages combined
total assets of 500MUSD. Incofin IM’s flagship funds are Rural Impulse
Fund | & Il, which are focusing on investments in rural microfinance
institutions. Incofin IM’s investor base comprises large private
institutional investors and development finance institutions.

Incofin IM has a team of 36 dedicated professionals and has offices
in Belgium (Antwerp), Colombia (Bogota), India (Chennai) and Kenya
(Nairobi).

Recently, Incofin IM launched “Fairtrade Access Fund”, an impact
investment fund providing finance to Fairtrade labelled producers
organisations worldwide.

He actively promotes the inclusion of social performance parameters
into micro finance and impact investments, by participating in the PIIF
Steering Committee and by adhering to other initiatives, such as the
Social Performance Task Force.

Before he joined Incofin, Loic De Canniéere was responsible for structured
finance at the DEME Group, where he structured large port and
environmental projects in Tunisia, Ghana, Nigeria, Qatar, India, Bangla-
desh and Taiwan. Loic De Canniére studied economics and philosophy
at the Universities of Louvain (Belgium) and Munich (Germany).
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Director
Lydia Koros

Lydia Koros is a co-founder and Managing Partner at Progression
Capital Africa Ltd (PCAL). Prior to setting up PCAL she managed the
establishment of a niche MFI focusing on the agriculture value chain in
rural Kenya. Prior to this Lydia served as the Managing Director of Faulu
Kenya Ltd, a Deposit Taking Microfinance institution, from Aug ‘05 until
Mar ‘10. Under her leadership, Faulu became the first MFI to be licensed
by the Central Bank of Kenya as a DTM.

She was instrumental in spearheading the M-Pesa mobile money
transfer system pilot in Faulu Kenya and its utilization by Kenyan MFls.
She has served as the Chairperson of the Association of MFIs in Kenya,
chaired the task force set up by AMFI to lobby for the passing of the
Micro Finance Act and Regulations for Deposit-Taking MFIs as law. She
successfully organized and chaired the Africa and Middle East Microcre-
dit Summit held in Nairobi in April’10. Prior to entering the MFI sector,
Lydia worked in Kenya Commercial Bank for over 18yrs in various
capacities in the corporate and retail divisions of the Bank, including
Head of Corporate Banking.

Director
Jean-Louis de Montesquiou

Jean-Louis’career started at Banque de L'Union Européenne in Paris,
then with JP Morgan in New York, Paris and London, where he co-head-
ed the Department of International Loan Syndications. He then ran the
corporate nance and banking unit of Union Bank of Switzerland in
France. In 1998 he set up the French branch of UBS, which he built up to
a size of 400 employees. From 2004 to 2008, as Vice-Chairman of UBS
Wealth Management, he ran a program of acquisitions of European
Private Banks before being involved as senior adviser in the UBS
Philanthropy Department.

He obtained a Master in International and European Law and a Master
in History from Paris Sorbonne University in 1975. He also holds
several directorships in financial institutions, including Fides Bank
Namibia, and is a board member of several charitable institutions,
including EORTC and the American Library in Paris. He is also a contribu-
tor to a few magazines as well as a town councilor in Mauvezin, France.
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Director
Mary Achan Oduka-Ochan

Mary Achan Oduka-Ochan holds a Master’s degree in Development
Studies from the University College in Dublin, and a Bachelor’s
degree in Commerce (Marketing) from Makerere University
Kampala. She has served with Irish Aid Program as Senior HIV &
AIDS Specialist and as Senior Advisor in the Embassy of Ireland
Uganda/Irish Aid. She has served as Country Director of Agency for
Personal Services Overseas (APSO) (Irish State Agency), in Uganda
and Country Director in Kenya for the same Agency. She served as
Director / Consultant Executive for Africa Development Assistance
(ADA) (an East African regional NGO) ,as an Assistant Secretary for
Women Affairs in Uganda Peoples’ Congress Secretariat from and
as Marketing Officer for Uganda Airlines Corporation (Tours and
Charters). Mary has provided various consultancy services over the
years.

Director
Grace Namulinda Aliakai

Grace Aliakai received a Masters degree in Electronics & Electrical
Engineering from Loughborough University in 1998. Mrs. Aliakai
worked for a few months at Computer Point and then moved on
to MTN Uganda in 1999 where she worked for nearly 8 years. At
MTN she served in a number of positions including Principal
Planning Engineer - Strategic Technologies, where she was in
charge of the strategic planning, setup and maintenance of
international roaming and interconnection of local and
international networks.

Mrs. Aliakai joined Warid Telecom in 2007 where she served as
Manager Core Network Strategic Planning before becoming the
Head of Carrier Business which position she held to 2010. Mrs.
Aliakai is currently working at ATX Technology, an
entrepreneurial business with the main focus on Finance.

Mrs. Aliakai is a director at a Ugandan NGO, Mentoring and
Empowerment Program for young Women (MEMPROW). She is
also a long standing member of the Uganda Women's Trust..
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Director
Robert Kirunda

Robert Kirunda holds a Masters in Law (LL.M) International Legal
Studies Program (ILSP) from the American University Washington
College of Law, a Masters in Law (LL.M) in international Trade and
Investment Law from University of the Western Cape, South
Africa, a Post graduate in Legal Practice(Bar Course), Bachelors of
Laws . Robert is the founding partner at Kirunda & Wasike
Advocates where he works since December 2012. He lectures at
Makerere University Kampala and has worked with JN Kirkland
and Associates (Law firm), Makerere University Business School
department of law and Shonubi, Musoke & Co. Advocates. He
served in a capacity of a Legal Vice presidency, World Bank Group
Washington D.C Intern from January to April 2008. Robert is a
member of the following professional bodies- Uganda Law
Society, East African Law Society, Uganda Christian Lawyers
Fraternity and has authored several publications.

Alternate Director
Jeremy Hadjenberg

Jeremy Hajdenberg, born in 1975, an Investment Officer in
Investor & Partner for Development (I&P), a social investment
company dedicated to developing countries, especially in Africa,
with a vocation to invest in micro-finance institutions and in
medium size companies in partnership with their promoters and
their management. Its available equity is €19 million in 2007
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Alternate Director
David Senoga

David Ssenoga has 27 years’ experience in banking, Microfinance, auditing and
Financial reporting. He holds a Master’'s of Science Degree in Finance and
Accounting, and a Bachelor’s Degree in Commerce, of Makerere University- Kampala.
He holds a CPA and is an active member of ICPA(U) and is the appointed auditor of the
Institute of Certified Public Accountants of Uganda (ICPAU). He also serves on
Makerere University Retirement Benefits Scheme Trustee Board as the Chairperson of
the Scheme’s Audit Committee. Currently he is a practitioner at SDS & Company
Certified Public Accountant. Previously he practiced at partner level at Kisaka &
Company Certified Public Accountants for 10 years.

Alternate Director
Andrej Machacek

Prior to setting up Progression Capital Africa, Andrej Machacek worked as an Invest-
ment Manager at Grassroots Capital, managing the US$120m Global Microfinance
Equity Fund since 2008. Andrej was a member of the investment committee and the
board of the AfriCap Microfinance Investment Company during AfriCap’s transition

period between May ‘10 and Mar ‘11.

Before this, Andrej spent 2 years at a venture capital incubator, assisting entrepre-
neurs in refining their business models and in helping them achieve commercial
scale. As a Vice President in Deutsche Bank’s Global Markets division, Andrej spent
5 years working with the bank’s Capital Markets, Leveraged Finance, Financial
Sponsors and Mergers & Acquisitions departments, providing the bank’s clients with
traditional as well as structured equity and debt funding solutions through public as
well as private capital markets and advising corporates on how to manage their
foreign exchange, interest rate, commodity price and other balance sheet and P&L

risk exposures.

Andrej obtained his Bachelor of Arts degree in Economics and Management from
Balliol College, Oxford and an MBA from Harvard Business School. He is an Open
Society Foundation and Dulverton Trust scholar.

Company Secretary / Head, Legal
Patricia Kemirembe Katende

Patricia Kemirembe Katende has 10 years of professional experience in law and
in-house legal counsel services. She is a Charted Corporation Secretary, a member of
the Institute of Chartered Secretaries and Administrators (ICSA) UK, a holder of an
honors Bachelor’s Degree in Law from Makerere University a post graduate diploma in
legal practice from the Law Development Centre, Kampala.

Patricia is an enrolled Advocate of the High court and all courts subordinate to it. She
holds a valid Law practicing certificate. Patricia is a member of the following
professional bodies; The East African Law Society, The Uganda Law Society, The
Institute of Corporate Governance of Uganda, ICSA Uganda Chapter and ICSA
International. She has also attended various professional trainings in continuous legal
profession development and in Corporate Governance.

Patricia has worked with Uganda Microfinance Limited and Centenary Bank at senior
levels. She is a good team player and passionate about law and banking.
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DIRECTORS’
REPORT

The directors submit their report together with the audited nancial statements for the year ended 31 December 2017,
which disclose the state of a airs of FINANCE TRUST BANK LIMITED (“the Bank”).

PRINCIPAL ACTIVITIES

The Bank is engaged in the business of banking and the provision of related services as licensed to do so under the
Financial Institutions Act.

RESULTS AND DIVIDEND

The profit for the year was 2,374 million (2016: Shs 1,026million) has been to retained earnings. The directors
recommend payment of dividends of Shs 709 million for the year ended 31 December 2017 (2016: Nil).

DIRECTORS

The directors who held office during the year and to the date of this report were:

Dr. Evelyn Kigozi Kahiigi Chairperson

Mrs Annet Nakawunde Mulindwa Managing Director

Mr. Dennis Kakeeto Executive Director - Resigned 28 Feb 2018

Mrs. Grace Namulinda Aliakai Non-Executive Director

Mr. Kirundi Robert Non-Executive Director - Appointed 01 Jun 2017

Mrs. Mary Oduka Achan Non-Executive Director - Appointed 01 Jun 2017

Mr. Jean-Louis de Montesquiou Non-Executive Director

Mr. Loic De Canniére Non-Executive Director

Mrs. Lydia Koros Non-Executive Director

Mr. Jeremy Hadjenberg Non-Executive Director — Alternate to Mr. Jean-Louis de
Montesquiou

Mr. David Ssenoga Non-Executive Director — Alternate to Mr. Tor G. Gull

Mr. Andrej Machacek Non-Executive Director — Alternate to Mrs. Lydia Koros

Dr. Mr. Albert Richard Otete Non-Executive Director

Hon. Eng. Irene Muloni Chairperson - Resigned 21 Jun 2017

Mrs. Lydia Ochieng Obbo Non-Executive Director — Resigned 21 Jun 2017

Justice Mary I.D Maitum Non-Executive Director — Resigned 21 Jun 2017

AUDITOR

The Bank's auditor, PricewaterhouseCoopers Certified Public Accountants continues in office in accordance with the
provisions of Section 167(2) of the Ugandan Companies Act and Section 62 (3) of the Financial Institutions Act.

By order of the Board

Secretary
21 March 2018
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STATEMENT
OF DIRECTOR'’S RESPONSIBILITIES

The Ugandan Companies Act requires the directors to prepare financial statements for each financial year that give
a true and fair view of the state of affairs of the Bank as at the end of the financial year and of its profit or loss. It also
requires the directors to ensure that the Bank keeps proper accounting records that disclose, with reasonable
accuracy, the financial position of the Bank. They are also responsible for safeguarding the assets of the Bank.

The directors accept responsibility for the annual financial statements, which have been prepared using appropriate
accounting policies supported by reasonable estimates, in conformity with International Financial Reporting
Standards and in the manner required by the Ugandan Companies Act and the Financial Institutions Act. The
directors are of the opinion that the financial statements give a true and fair view of the state of the financial affairs
of the Bank and of its profit in accordance with International Financial Reporting Standards and have been prepared
in the manner required by the Ugandan Companies Act and the Financial Institutions Act. The directors further
accept responsibility for the maintenance of accounting records that may be relied upon in the preparation of
financial statements and for such internal control as the directors determine is necessary to enable the preparation
of financial statements that are free from material misstatement, whether due to fraud or error.

Nothing has come to the attention of the directors to indicate that the Bank will not remain a going concern for at
least twelve months from the date of this statement.

Fptsatza. _ Y |

Chairperson Board of Directors Director Managing Director
21 March 2018
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REPORT OF THE INDEPENDENT AUDITOR TO THE MEMBERS
OF FINANCE TRUST UGANDA LIMITED

Report on the audit of the financial statements
Our opinion

In our opinion, the financial statements give a true and fair view of the financial position of Finance Trust Bank
Uganda Limited (“the Bank”) as at 31 December 2017, and of its profit and its cash flows for the year then ended
in accordance with International Financial Reporting Standards and have been prepared in the manner
required by the Ugandan Companies Act.

What we have audited

The Bank’s financial statements comprise:

. the statement of financial position as at 31 December 2017;

. the statement of comprehensive income for the year then ended;

. the statement of changes in equity for the year then ended;

. the statement of cash flows for the year then ended; and

. the notes to the financial statements, which include a summary of significant accounting policies.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (“ISAs”). Our responsibilities
under those standards are further described in the auditor’s responsibilities for the audit of the financial
statements section of our report.

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

Independence

We are independent of the Bank in accordance with the International Ethics Standards Board for Accountants’
Code of Ethics for Professional Accountants (“the IESBA Code”). We have fulfilled our other ethical responsibilities
in accordance with the IESBA Code.

Key audit matters

The key audit matter described below is that which, in our professional judgment, was of most significance in
our audit of the financial statements of the Bank for the year ended 31 December 2017. This matter was
addressed in the context of our audit of the financial statements as a whole, and in forming our opinion thereon,
and we do not provide a separate opinion on the matter.
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Key audit matter

How our audit addressed the
key audit matter

Assessment of the Bank’s Loans and
advances forimpairment

As described in note 2 and 17 to the financial
statements, at the end of each reporting period, the
Bank assesses whether there are any indicators
showing that its loans and advances are impaired. At
31 December 2017, as disclosed in note 17 of the
accompanying financial statements, the Bank had
recognised an impairment charge of Shs 3,909
million (2016: 2,770 million) on its loans and
advances.

We focused on the Bank’s impairment of its loans and
advances for the following reasons:

- the accuracy and adequacy of Bank’s impairment
charge requires management to make judgements
to determine whether there is objective evidence of
impairment and to make assumptions about the
financial condition of the borrowers and their
expected future cash flows; and

- the Bank’s loans and advances represent 62% of the
Bank's total assets and therefore impairment of the
Bank’s loans and advances would likely result in a
significant reduction in the Bank's profit for the year.

Our audit procedures are summarised as
follows:

- We evaluated the design and operational effective-
ness of controls pertaining to the loan approval and
disbursement process focusing on new loan facilities
approved and disbursed during the year.

- We also tested the design and operational effective-
ness of computer controls specific to the impairment
of the Bank’s loans and advances focusing on
controls over the collection of impairment data and
the accuracy of impairment provision calculations.

« For a sample of loans outstanding at 31 December
2017, we checked the accuracy of the computation
of the impairment provision. We also checked
whether or not the aging of the loan balance, as
disclosed on the loan arrears report, was properly
derived. Specifically, we checked whether the Bank’s
loans at 31 December 2017 were properly classified
as either normal, watch, substandard, doubtful or
loss as defined in the Financial Institutions (Credit
Classification and Provisioning) Regulations, 2005.

« Where impairment was individually assessed, we
tested a sample of loans and advances to ascertain
whether the loss event (that is the point at which
impairment is recognised) had been identified in a
timely manner. For these loans, we also examined
the forecast of future cash flows prepared by
management to support the calculation of the
impairment, assessing the assumptions and
comparing estimates to external evidence where
available.

+ We extended our sample to include loans and
advances which had not been identified by
management as potentially impaired and formed
our own judgement as to whether management’s
decision was appropriate.
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Other information

The directors are responsible for the other information. The other information comprises the information included in
the annual report but does not include the financial statements and our auditor’s report thereon.

Our opinion on the financial statements does not cover the other information and we do not express any form of
assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information identified
above and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit, or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of the directors for the financial statements

The directors are responsible for the preparation of financial statements that give a true and fair view in accordance
with International Financial Reporting Standards and in the manner required by the Ugandan Companies Act and the
Financial Institutions Act, and for such internal control as the directors determine is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the Bank’s ability to continue as a
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of
accounting unless the directors either intend to liquidate the Bank or to cease operations, or have no realistic
alternative but to do so.

The directors are responsible for overseeing the Bank’s financial reporting process.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with
ISAs will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to influence the

economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgement and maintain professional scepticism
throughout the audit. We also:

- Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, design
and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to
provide a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.

« Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Bank’s
internal control.




- Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by the directors.

« Conclude on the appropriateness of the directors’ use of the going concern basis of accounting and, based on
the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Bank’s ability to continue as a going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor’s report to the related disclosures in the financial
statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor’s report. However, future events or conditions may cause the
Bank to cease to continue as a going concern.

- Evaluate the overall presentation, structure and content of the financial statements, including the disclosures,
and whether the financial statements represent the underlying transactions and events in a manner that
achieves fair presentation.

We communicate with the directors regarding, among other matters, the planned scope and timing of the audit
and significant audit findings, including any significant deficiencies in internal control that we identify during our
audit.

From the matters communicated with the directors, we determine those matters that were of most significance
in the audit of the financial statements of the current period and are therefore the key audit matters. We describe
these matters in our auditor’s report unless law or regulation precludes public disclosure about the matter or
when, in extremely rare circumstances, we determine that a matter should not be communicated in our report
because the adverse consequences of doing so would reasonably be expected to outweigh the public interest
benefits of such communication.

The Ugandan Companies Act requires that in carrying out our audit we consider and report to you on the
following matters. We confirm that:

i) we have obtained all the information and explanations which to the best of our knowledge and belief were
necessary for the purposes of our audit;

ii) in our opinion, proper books of account have been kept by the Bank, so far as appears from our examination of
those books; and

iii) the Bank's statement of financial position and statement of comprehensive income are in agreement with the
books of account.

The engagement partner on the audit resulting in this independent auditor’s report is CPA Cedric Mpobusingye
- P0213.

Certified Public Accountants
Kampala
26 April 2018




STATEMENT OF

COMPREHENSIVE INCOME

2017 2016

Interest income
Interest expense
Net interest income

Impairment losses on loans and advances
Net interest income after loan impairment charges

Fees and commission income
Net foreign exchange gains
Other operating income
Operating expenses

Profit before income tax
Income tax expense

Profit for the year

Other comprehensive income

Total comprehensive income for the year

Earnings per share - basic and diluted (Shs per share)

5
6

17 (b)

O 00

—
o

12

33

30
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35,394,513 33,128,951
(8,626,940) (9,153,235)
26,767,573 23,975,716
(3,909,047) (2,769,781)
22,858,526 21,205,935
17,931,425 16,938,864
125,120 143,427
1,863,377 1,368,654
(39,096,170) (38,243,992)
3,682,278 1,412,888
(1,307,810) (385,999)
2,374,468 1,026,889
(9,765) 11,982
2,364,703 1,038,871
85 37




STATEMENT OF
FINANCIAL POSITION

2017

ASSETS

Cash and balances with Bank of Uganda
Deposits and placements with other Banks
Government securities

Loans and advances to customers
Other assets

Current income tax recoverable
Deferred income tax asset

Property and equipment

Operating lease prepayments
Intangible assets

Total assets

EQUITY AND LIABILITIES

Liabilities

Customer deposits

Deposits and balances due to other banking institutions
Borrowings

Finance leases

Deferred tax Liability

Other liabilities

Total liabilities

Equity

Share capital

Regulatory credit risk reserve
Retained earnings

Available for sale revaluation reserve
Dividend Payable

Proposed dividends

Total equity

Total equity and liabilities

13
14
15
17
16
12
25
18
19
20

21
22
23
26

24

17 (c)

22,283,658
9,726,755
16,043,949
110,419,750
6,778,164
121,114
9,144,514
1,155,119
3,109,304

178,782,327

102,956,503
4,365,100
23,316,087
67,311
643,275
9,714,617
141,062,893

27,785,402
1,097,788
8,124,360

2,217

256
709,411
37,719,434

178,782,327

2016
Shs 000

18,516,850
12,983,430
7,455,065
106,190,959
6,298,827
253,999
173,988
9,364,489
1,178,449
3,795,606

166,211,662

95,001,566
8,245,199
19,845,915
110,283
7,653,968
130,856,931

27,785,402
1,228,953
6,328,138

11,982
256

35,354,731

166,211,662

The financial statements on pages 57 to 97 were approved for issue by the Board of Directors on 21 March 2018 and signed on its

ot

behalf by:
Aottt _ @—ew
Chairperson Board of Directors Director

21 March 2018
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STATEMENT OF

CHANGES IN EQUITY

vev'eLL'LE L1T'T £99'60L 09€'vTL'8 88/£60°L ov's8L /LT LT £10T 13quiadeq LE W
- LL¥'60L (L1t'602) - = 23 pied spuapiaid

- - - SolLLEL (S91°1€1) - dAJasal A101e[NB3I WOIY J9jsuel]
'SIUMO Y3IM suol}desuel |

€0L'79€C 11T'T = 89%'V/E'T = - dW0dUl dAIsUSYaidwod [e30]
(S92'6) (S9£'6) = = = - aWodUl aAIsUaYaIdwod JaY10
89V'7/LET - - 89V'/LET - = 1eak ay3 10J 140id
:2WO0dUl dAIsUsYIdwo)

LEL'YSE'SE 786°LL 95¢ 8E18TE9 €56'8TT'L Tov's8L'LT LT £10Z Asenuer | 3y
/10T 13quiada( LE papus Jeap

LEL'YSE'SE 786°LL 9s¢ 8€1'82€’9 €56'8CT’L ov's8L /LT LT 91L0¢ 19quiadaQ L€ I
(0L1"2ov) - (0£1'z0v) - - 143 pied spusplald
- - - = = - anssi syybiy
- - - LOV'VY (L0v'v1) - an19sa1 A103e|NB3I 01 JBySuURI|
'SISUMO Y3IM suolidesuel ]

1£8'8€0°L 786'LL - 6889701 - - dWOodU! dAISUsYa1dwod [e3o)
786'L1 786'L1 - = = = awodul dAIsuaya1dwod 1aYy10
1/8'8€0"L - - 688'0C0°L - = 1eak ay3 1oy 1yold
:dWOodU| dAIsUSYR1dwod)

0€0'8LLVE - oTv'eov 8'9ST's 09€’'€LT'L Tov's8L LT 910¢ Krenuer | 3y

000 sys
|ejol

000 sYs
CYNEITY]

anjeA Jiej sjes
104 3|qe|Ieny

000 sys

SpUSpIAIp
pasodoid

000 sys

sbujuied
pauielay

000 sYs
CYNEITY]

K101e|nbay

000 sys
|eyded aseys

S9JON

910T 12qWiad3( LE Papud Jeap

Annual Report & Financial Statement 2017



STATEMENT OF
CASHFLOWS

2017 2016
Shs 000 Shs 000

Cash flows from operating activities

Interest receipts

Interest payments

Net fee and commission receipts

Other income received

Recoveries from loans previously written off
Payments to employees and suppliers
Income tax paid

Cash flows from operating activities before changes in

operating assets and liabilities

Changes in operating assets and liabilities:
- loans and advances

- other assets

- customer deposits

- deposits due to other banks

- other liabilities

- government securities

Net cash generated from operating activities

Cash flows from investing activities

Decrease in placements with other banks
Purchase of property and equipment

Purchase of intangible assets

Proceeds from sale of property and equipment

Net cash utilized in investing activities

Cash flows from financing activities

Proceeds/(Repayment) of borrowings
Change in designated funds

Change in capital grants

Dividends paid to shareholders

Net cash utilized from financing activities

Net increase/ (decrease) in cash and cash equivalents

Cash and cash equivalents at start of year
Cash and cash equivalents at end of year

Annual Report & Financial Statement 2017
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17
16
21
22
24
15

14
18
20

23
24
25

29

35,271,309 32,773,444
(8,626,940) (9,109,012)
17,931,425 16,858,401
746,292 572,749
978,965 619,357
(39,096,170) (34,415,660)
(357,662) (239,396)
6,847,219 7,059,883
(4,276,688) (8,979,584)
(456,008) (2,235,413)
7,954,937 16,582,362
(3,880,099) (1,779,804)
1,826,937 1,892,592
7,407,168 (6,510,327)
15,423,466 6,029,709
3,554,856 209,920
(2,207,287) (2,153,796)
(51,555) (1,887,081)
91,339 27,094
1,387,353 (3,803,863)
3,427,201 (1,780,874)
70,343 (578,775)
(199,424) 279,026
- (402,170)
3,298,120 (2,482,793)
20,108,937 (256,947)
24,370,218 24,627,165
44,479,157 24,370,218




NOTES

1. General information

The Bank is incorporated in Uganda under the Ugandan
Companies Act as a limited liability company, and is
domiciled in Uganda.

The address of its registered office is:

Block 6, Plot 121 & 115 Katwe
P.0.Box 6972
Kampala

For the Ugandan Companies Act reporting purposes, the
balance sheet is represented by the statement of finan-
cial position and the profit and loss account is represent-
ed by the statement of comprehensive income in these
financial statements.

2. Summary of significant accounting
policies

The principal accounting policies adopted in the prepara-
tion of these financial statements are set out below.

(a) Basis of preparation

The financial statements are prepared in compliance with
International Financial Reporting Standards (IFRS). The
measurement basis applied is the historical cost basis,
except where otherwise stated in the accounting policies
below.

The financial statements are presented in Uganda
Shillings, rounded to the nearest thousand (Shs 000).

The preparation of financial statements in conformity
with IFRS requires the use of estimates and assumptions.
It also requires management to exercise its judgement in
the process of applying the bank’s accounting policies.
The areas involving a higher degree of judgement or
complexity, or where assumptions and estimates are
significant to the financial statements, are disclosed in
Note 3.

Changes in accounting policy and
disclosures

(i) New and amended standards adopted by the Bank:

The following standards and amendments have been
applied by the Bank for the first time for the financial year
beginning 1 January 2017:

Amendments to IAS 7 — Cash flow statements introduce
an additional disclosure that will enable users of financial
statements to evaluate changes in liabilities arising from
financing activities. The amendment responds to
requests from investors for information that helps them
better understand changes in an entity’s debt.

Amendments to IAS 12 - Income taxes clarify the require-
ments for recognising deferred tax assets on unrealised
losses. The amendment clarifies the accounting for
deferred tax where an asset is measured at fair value and
that fair value is below the asset’s tax base. It also clarifies
certain other aspects of accounting for deferred tax
assets. The amendment clarifies the existing guidance
under IAS 12. It does not change the underlying princi-
ples for the recognition of deferred tax assets.

Amendments to IFRS 12 - Disclosure of interests in other
entities clarify that the disclosures requirement of IFRS 12
are applicable to interest in entities classified as held for
sale except for summarised inancial information. Previ-
ously, it was unclear whether all other IFRS 12 require-
ments were applicable for these interests.

As these amendments merely clarify the existing require-
ments, they do not affect the Company’s accounting
policies or any of the disclosures.

(if) New and amended standards not yet adopted

A number of new standards and amendments to
standards and interpretations are effective for annual
periods beginning after 1 January 2018, and have not
been applied in preparing these financial statements.
None of these is expected to have a significant effect on
the financial statements of the Bank, except the following
set out below.




IFRS 9 - Financial Instruments

Introduction

The new standard includes a new model for classifica-
tion and measurement of financial assets, a
forward-looking ‘expected loss’ impairment model for
debt instruments and a substantially reformed
approach to hedge accounting (as the Bank does not
conduct hedge accounting, this change will have no
impact on the Bank). The standard replaces the
existing guidance in IAS 39 - Financial Instruments:
Recognition and Measurement. IFRS 9 is effective for
financial period beginning on or after 1 January 2018.

Classification and measurement

From a classification and measurement perspective,
the new standard will require all financial assets, except
equity instruments and derivatives, to be assessed
based on a combination of the entity’s business model
for managing the assets and the instruments’ contrac-
tual cash flow characteristics (whether the contractual
cash flows are solely payments of principal and interest
(SPPI)).

The IAS 39 measurement categories will be replaced by:
fair value through profit or loss (FVTPL), fair value
through other comprehensive income (FVOCI), and
amortised cost. IFRS 9 will also allow entities to contin-
ue to irrevocably designate instruments that qualify for
amortised cost or FVOCI instruments as FVTPL, if doing
so eliminates or significantly reduces an accounting
mismatch.

The accounting for financial liabilities will largely be the
same as the requirements under IAS 39, except for the
treatment of gains or losses arising from an entity’s
own credit risk relating to liabilities designated at
FVTPL. Such movements will be presented in OCl with
no subsequent reclassification to the income state-
ment, unless an accounting mismatch in profit or loss
would arise.

The transition to IFRS 9 will not result in a material
change to the financial instruments of the Bank.

Introducing IFRS 9 will result to a change to the Bank's
approach of measuring and classifying financial instru-
ments. Specifically on impairment assessment, IFRS 9
introduces an expected credit loss (ECL) impairment
model that differs significantly from the incurred loss
model under IAS 39 and is expected to result in the

earlier recognition of credit losses going forward.

Under IFRS 9, the same impairment model is applied to
all financial assets, except for financial assets classified
or designated as at FVTPL and equity securities desig-
nated as at FVOCI, which are not subject to impairment
assessment. The scope of the IFRS 9 expected credit
loss impairment model includes amortized cost finan-
cial assets, debt securities classified as FVOCI, and off
balance sheet loan commitments and financial guaran-
tees which were previously provided for under IAS 37
Provisions, Contingent Liabilities and Contingent
Assets (IAS 37).

Management with the help of an external consultant is
in process of implementing and complying with the
requirements of IFRS 9. The bank will take advantage of
the exemption allowing it not to restate comparative
information for the prior period with respect to classifi-
cation and measurement including impairment chang-
es.

A transition impact assessment has been carried out
and it is envisaged that there will be a reduction in the
shareholder equity on 1 January 2018 by Shs 698,224
representing 2.1% of total capital and as a conse-
quence the core capital and total capital ratios will
decrease from 251.1% and 26.0% to 24.6% and 25.5%
respectively.

The banks’ assessment shows that the impact on
capital together with the anticipated increase in
impairment and the costs of implementation will not
affect the banks’ business growth prospects as articu-
lated in the five-year strategic plan. The increase in
impairment cost is expected to be in the range of
20%-50% and the implementation cost is projected at
about 2.0% of the total operating expenses.

Management and the Directors will continue to refine
the impairment model to take into account more
economic factors and forward looking information,
bank specific credit conversion rates and improve-
ments in data quality. These refinements should lead to
a reduction in the overall impact.



A Comparison of IFRS 9 vis-a-vis IAS 39 and FIA 2004 loan
loss provisions are as follows;

As at 31st December 2017 FIA 2004 IAS 39 (Audited) IFRS 9 Unaudited)
(Shs 000) (Shs 000) (Shs 000)

1,099,345 e65035 | |

stage2 | | 366491 |

3,279,005 | 2,181,216 | 2,879,440
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Expected credit loss impairment model

Under IFRS 9, credit loss allowances will be measured on
each reporting date according to a three stage expected
credit loss impairment model under which each financial
asset is classified in one of the stages below:

Stage 1 - From initial recognition of a financial asset to the
date on which the asset has experienced a significant
increase in credit risk relative to its initial recognition, a
loss allowance is recognized equal to the credit losses
expected to result from defaults expected over the next
12 months.

Stage 2 - Following a significant increase in credit risk
relative to the initial recognition of the financial asset, a
loss allowance is recognized equal to the credit losses
expected over the remaining lifetime of the asset.

Stage 3 — When a financial asset is considered to be
credit-impaired, a loss allowance equal to the full lifetime
expected credit losses will be recognized. Interest
revenue is calculated based on the carrying amount of the
asset, net of the loss allowance, rather than on its gross
carrying amount.

An impairment allowance will be
estimated for corporate loans at an
individual loan level utilising
sophisticated models depending
on the relative size, quality and
complexity of the portfolios.
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The recognition and measurement of impairment is
intended to be more forward looking than under IAS 39.
The estimation of an ECL is required to be unbiased and
probability weighted, including information about past
events, current conditions and reasonable and support-
able forecasts of future events and economic conditions
at the reporting date. The estimate will also consider the
time value of money.

The measurement of an ECL will primarily be determined
by an assessment of the financial asset’s probability of
default (PD), loss given default (LGD) and exposure at
default (EAD) where the cash shortfalls are discounted to
the reporting date. For a financial asset in Stage 1 the
Bank will utilise a 12-month PD whereas a financial asset
within Stage 2 will utilise a lifetime PD in order to estimate
an impairment allowance. For credit impaired financial
assets within Stage 3 the Bank will continue to leverage
existing processes.

An impairment allowance will be estimated for corporate
loans at an individual loan level utilising sophisticated
models depending on the relative size, quality and
complexity of the portfolios.

Management, with the help of an external consultant has
performed an impact assessment of the transition impact
to the new standard and concluded that the impact
would be a reduction in Shareholders’ Equity ranging
between 2% and 5% on 1 January 2018. A significant
portion of this is driven by the adoption of the Expected
Credit Loss model while other minor changes are due to
classification and measurement changes. We have not
performed detailed testing of these models but will
continue to engage with management to ensure the
impact is accounted for accurately forthwith.

Hedge accounting

The new hedge accounting requirements aim to simplify
hedge accounting, align accounting with the Bank's risk
management strategy and permit hedge accounting to
be applied to a greater variety of hedging instruments
and risks. However, due to the fact that the IASB is still
addressing the accounting of macro hedging activities
through a separate project, IFRS 9 includes an accounting
policy choice to continue accounting for hedge account-
ing under IAS 39 until the macro hedging project is
finalised. The Bank does not carry out Hedge accounting.



IFRS 15, ‘Revenue from contracts with customers’ deals
with revenue recognition and establishes principles for
reporting useful information to users of financial state-
ments about the nature, amount, timing and uncertainty
of revenue and cash flows arising from an entity’s
contracts with customers. Revenue is recognised when a
customer obtains control of a good or service and thus
has the ability to direct the use and obtain the benefits
from the good or service. The standard replaces IAS 18
‘Revenue’ and IAS 11 ‘Construction contracts’ and related
interpretations. The standard is effective for annual
periods beginning on or after 1 January 2018.

Management has assessed the impact of IFRS 15 and
concluded that it will not have a material impact on the
financial statements on 1 January 2018.

IFRS 16, 'Leases' replaces the current guidance in IAS 17
and is a far reaching change in accounting by lessees in
particular.

Under IAS 17, lessees were required to make a distinction
between a finance lease (on balance sheet) and an
operating lease (off balance sheet). IFRS 16 now requires
lessees to recognise a lease liability reflecting future lease
payments and a ‘right-of-use asset’ for virtually all lease
contracts. The IASB has included an optional exemption
for certain short-term leases and leases of low-value
assets; however, this exemption can only be applied by
lessees.

For lessors, the accounting stays almost the same.
However, as the IASB has updated the guidance on the
definition of a lease (as well as the guidance on the
combination and separation of contracts), lessors will
also be affected by the new standard.

At the very least, the new accounting model for lessees is
expected to impact negotiations between lessors and
lessees. Under IFRS 16, a contract is, or contains, a lease if
the contract conveys the right to control the use of an
identified asset for a period of time in exchange for
consideration.

IFRS 16 supersedes IAS 17, ‘Leases’, IFRIC 4, ‘Determining
whether an Arrangement contains a Lease’, SIC 15, ‘Oper-
ating Leases — Incentives’ and SIC 27, ‘Evaluating the
Substance of Transactions Involving the Legal Form of a
Lease’.

The standard is effective for annual periods beginning on
or after 1 January 2019. Early adoption is permitted only if
IFRS 15 is adopted at the same time. Management is still
assessing the impact of this standard on the Company's
financial statements

Amendments to IFRS 2 - Share-based payments clarify
the measurement basis for cash-settled, share-based
payments and the accounting for modifications that
change an award from cash-settled to equity-settled.
They also introduce an exception to the principles in IFRS
2 that will require an award to be treated as if it was
wholly equity-settled, where an employer is obliged to
withhold an amount for the employee’s tax obligation
associated with a share-based payment and pay that
amount to the tax authority. The standard is effective for
accounting periods beginning on or after 1 January 2018.

IFRIC 22 - Foreign currency transactions and advance
consideration addresses foreign currency transactions or
parts of transactions where there is consideration that is
denominated or priced in a foreign currency. The
interpretation provides guidance for when a single
payment/receipt is made as well as for situations where
multiple payment/receipts are made. The guidance aims
to reduce diversity in practice. This is effective for
accounting periods beginning on or after 1 January 2018.

IFRIC 23 - Uncertainty over income tax treatments
provides a framework to consider, recognise and
measure the accounting impact of tax uncertainties. The
Interpretation provides specific guidance in several areas
where previously IAS 12 was silent. The Interpretation
also explains when to reconsider the accounting for a tax
uncertainty. This is effective for accounting periods
beginning on or after 1 January 2019.

(b) Foreign currency translation

(i) Functional and presentation currency

Items included in the financial statements are measured
using the currency of the primary economic environment
in which the entity operates (the “functional currency”).
The financial statements are presented in Uganda
Shillings (“Shs”) which is the Bank’s functional currency.

(ii) Transactions and balances

Foreign currency transactions are translated into the
functional currency using the exchange rates prevailing
at the dates of the transactions. Foreign exchange gains
and losses resulting from the settlement of such transac-
tions and from the translation at year-end exchange rates
of monetary assets and liabilities denominated in foreign
currencies are recognised in the Statement of compre-
hensive income. Translation differences on non-mone-
tary financial assets and liabilities, such as equities held at
fair value through profit or loss, are recognised in profit or
loss as part of the fair value gain or loss. Translation differ-
ences on non-monetary financial assets, such as equities
classified as available-for-sale financial assets, are includ-
ed in the available-for-sale reserve in equity.




(c) Interest income and expense

Interest income and expense for all interest-bearing
financial instruments, except for those classified as
held for trading or designated at fair value through
profit or loss, are recognised within ‘interest income’ or
‘interest expense’ respectively in the Statement of
comprehensive income using the effective interest
method.

The effective interest method is a method of
calculating the amortised cost of a financial asset or a
financial liability and of allocating the interest income
or interest expense over the relevant period.

The effective interest rate is the rate that exactly
discounts estimated future cash payments or receipts
through the expected life of the financial instrument
or, when appropriate, a shorter period to the net
carrying amount of the financial asset or financial
liability. When calculating the effective interest rate,
the Bank estimates cash flows considering all
contractual terms of the financial instrument (for
example, prepayment options) but does not consider
future credit losses. The calculation includes all fees
paid or received between parties to the contract that
are an integral part of the effective interest rate,
transaction costs and all other premiums or discounts.

Once a financial asset or a group of similar financial
assets has been written down as a result of an impair-
ment loss, interest income is recognised using the rate
of interest that was used to discount the future cash
flows for the purpose of measuring the impairment
loss.

(d) Fees and commission income

Fees and commissions are generally recognised on an
accrual basis when the service has been provided.
Loan commitment fees for loans that are likely to be
drawn down are deferred (together with related direct
costs) and recognised as an adjustment to the effective
interest rate on the loan. Loan syndication fees are
recognised as revenue when the syndication has been
completed and the Bank has retained no part of the
loan package for itself or has retained a part at the
same effective interest rate as the other participants.
Commission and fees arising from negotiating, or
participating in the negotiation of, a transaction for a
third party - such as the arrangement of the
acquisition of shares or other securities, or the
purchase or sale of businesses — are recognised on
completion of the underlying transaction.

(e) Financial assets

The Bank classifies its financial assets into the following
categories: financial assets at fair value through profit
or loss; loans and advances; held-to-maturity financial
assets and available-for-sale financial assets.
Management determines the classification of its
financial assets at initial recognition. Currently the
bank does not have financial assets at fair value
through profit or loss.

(i) Financial assets at fair value through profit or loss
This category has two sub-categories: financial assets
held for trading, and those designated at fair value
through profit or loss at inception.

A financial asset is classified as held for trading if
acquired principally for the purpose of selling in the
short term. Derivatives are also categorised as held for
trading. Financial assets are designated at fair value
through profit or loss when:

« doing so significantly reduces or eliminates a
measurement inconsistency; or

« they form part of a group of financial assets that is
managed and evaluated on a fair value basis in
accordance with a documented risk management or
investment strategy and reported to key
management personnel on that basis.

(ii) Loans and advances

Loans and advances are non-derivative financial assets
with fixed or determinable payments that are not
quoted in an active market, other than:

« those classified as held for trading and those that the
Bank on initial recognition designates as at fair value
through profit and loss;

« those that the Bank upon initial recognition
designates as available-for-sale; or

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

(iii) Held-to maturity financial assets
Held-to-maturity financial assets are non-derivative
financial assets with fixed or determinable payments
and fixed maturities that management has the positive
intention and ability to hold to maturity. Were the
Bank to sell more than an insignificant amount of
held-to-maturity assets, the entire category would
have to be reclassified as available for sale.

(iv) Available-for-sale financial assets
Available-for-sale assets are non-derivatives that are
either designated in this category or not classified in
any other categories.



Recognition and measurement

Regular purchases and sales of financial assets are
recognised on the trade date, which is the date on which
the Bank commits to purchase or sell the asset. Financial
assets are initially recognised at fair value, plus
transaction costs for all financial assets not carried at fair
value through profit or loss. Financial assets carried at fair
value through profit or loss are initially recognised at fair
value, and transaction costs are expensed in the
Statement of comprehensive income. Financial assets are
derecognised when the rights to receive cash flows from
the financial assets have expired or have been transferred
and the Bank has transferred substantially all risks and
rewards of ownership. Available-for-sale financial assets
and financial assets at fair value through profit or loss are
subsequently carried at fair value. Loans and receivables
and held-to-maturity financial assets are subsequently
carried at amortised cost using the effective interest
method.

Gains or losses arising from changes in the fair value of
the ‘financial assets at fair value through profit or loss’
category are included in the Statement of comprehen-
sive income in the period in which they arise. Changes in
the fair value of monetary and non-monetary securities
classified as available-for-sale are recognised in other
comprehensive income. When securities classified as
available-for-sale are sold or impaired, the accumulated
fair value adjustments are included in the Statement of
comprehensive income as “gains and losses from invest-
ment securities”.

The fair values of quoted investments are based on
current bid prices. If the market for a financial asset is not
active (and for unlisted securities), the Bank establishes
fair value by using valuation techniques. These include
the use of recent arm’s length transactions, reference to
other instruments that are substantially the same,
discounted cash flow analysis and option pricing models
refined to reflect the issuer’s specific circumstances.

(f) Derivative financial instruments

Derivatives, which comprise solely forward foreign
exchange contracts, are initially recognised at fair value
on the date the derivative contractis entered into and are
subsequently measured at fair value. The fair value is
determined using forward exchange market rates at the
balance sheet date or appropriate pricing models. The
derivatives do not qualify for hedge accounting.

Changes in the fair value of derivatives are recognised
immediately in the Statement of comprehensive income.

(g) Sale and repurchase agreements

Securities sold subject to repurchase agreements
(‘repos’) are classified in the financial statements as

pledged assets when the transferee has the right by
contract or custom to sell or repledge the collateral; the
counterparty liability is included in amounts due to other
banks, deposits from banks, other deposits or deposits
due to customers, as appropriate. Securities purchased
under agreements to resell (‘reverse repos’) are recorded
as loans and advances to customers or placements with
other banks, as appropriate. The difference between sale
and repurchase price is treated as interest and accrued
over the life of the agreements using the effective
interest method. Securities lent to counterparties are also
retained in the financial statements.

(h) Offsetting

Financial assets and liabilities are offset and the net
amount reported in the balance sheet when there is a
legally enforceable right to set off the recognised
amounts and there is an intention to settle on a net basis,
or realise the asset and settle the liability simultaneously.

(i) Impairment of financial assets

The Bank assesses at each balance sheet date whether
there is objective evidence that a financial asset or a
group of financial assets is impaired. A financial asset or
a group of financial assets is impaired and impairment
losses are incurred only if there is objective evidence of
impairment as a result of one or more events that
occurred after initial recognition of the asset (a ‘loss
event’) and that loss event (or events) has an impact on
the estimated future cash flows of the financial asset or
group of financial assets that can be reliably estimated.
The criteria that the Bank uses to determine that there is
objective evidence of an impairment loss include:

(i) significant financial difficulty of the issuer or obligor;
(ii) a breach of contract, such as a default or delinquency
in interest or principal payments;

(iii) the lender, for economic or legal reasons relating

to the borrower’s financial difficulty, granting to the
borrower a concession that the lender would not
otherwise consider;

(iv) it becomes probable that the borrower will enter
bankruptcy or other financial reorganisation; (e) the
disappearance of an active market for that financial asset
because of financial difficulties; or

(v) observable data indicating that there is a measurable
decrease in the estimated future cash flows from a
portfolio of financial assets since the initial recognition of
those assets, although the decrease cannot yet be
identified with the individual financial assets in the
portfolio, including:

(vi). adverse changes in the payment status of borrowers
in the portfolio; and

(vii). national or local economic conditions that correlate
with defaults on the assets in the portfolio.




The estimated period between a loss occurring and its
identification is determined by management for each
identified portfolio. In general, the periods used vary
between 3 months and 6 months.

(i) Assets carried at amortised cost

The Bank first assesses whether objective evidence of
impairment exists individually for financial assets that
are individually significant, and individually or
collectively for financial assets that are not individually
significant. If the Bank determines that no objective
evidence of impairment exists for an individually
assessed financial asset, whether significant or not, it
includes the asset in a group of financial assets with
similar credit risk characteristics and collectively
assesses them for impairment. Assets that are
individually assessed for impairment and for which an
impairment loss is or continues to be recognised are
not included in a collective assessment of impairment.

The amount of the loss is measured as the difference
between the asset’s carrying amount and the present
value of estimated future cash flows (excluding future
credit losses that have not been incurred) discounted
at the financial instrument’s original effective interest
rate. The carrying amount of the asset is reduced
through the use of an allowance account and the
amount of the loss is recognised in the Statement of
comprehensive income. If a loan or held-to-maturity
asset has a variable interest rate, the discount rate for
measuring any impairment loss is the current effective
interest rate determined under the contract.

The calculation of the present value of the estimated
future cash flows of a collateralised financial asset
reflects the cash flows that may result from foreclosure
less costs for obtaining and selling the collateral,
whether or not foreclosure is probable.

For the purposes of a collective evaluation of impair-
ment, financial assets are grouped on the basis of
similar credit risk characteristics (i.e. on the basis of the
Bank's grading process that considers asset type,
industry, geographical location, collateral type,
past-due status and other relevant factors). Those
characteristics are relevant to the estimation of future
cash flows for groups of such assets by being indicative
of the debtors’ ability to pay all amounts due according
to the contractual terms of the assets being evaluated.

Future cash flows in a group of financial assets that are
collectively evaluated for impairment are estimated on
the basis of the contractual cash flows of the assets and
historical loss experience for assets with credit risk
characteristics similar to those in the Bank. Historical
loss experience is adjusted on the basis of current

observable data to reflect the effects of current
conditions that did not affect the period on which the
historical loss experience is based and to remove the
effects of conditions in the historical period that do not
exist currently.

When a loan is uncollectible, it is written off against the
related provision for loan impairment. Such loans are
written off after all the necessary procedures have
been completed and the amount of the loss has been
determined. Impairment charges relating to loans and
advances to customers are classified in loan
impairment charges whilst impairment charges
relating to investment securities are classified in ‘Net
gains/ (losses) on investment securities’. Subsequent
recoveries of amounts previously written off decrease
the amount of the provision for loan impairment in the
Statement of comprehensive income.

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

In addition to the measurement of the impairment
losses on loans and advances in accordance with IFRS
as set out above, the Bank is required by the Financial
Institutions Act to estimate losses on loans and
advances as follows:

1) Specific provision for the loans and advances consid-
ered non performing (impaired) based on the criteria,
and classification of such loans and advances estab-
lished by the Financial Institutions Act, as follows:

a) Substandard loans with arrears period from 90 to
179 days — 20%

b) Doubtful loans and advances with arrears period
from 180 to 364 days - 50%; and

c) Loss with arrears period exceeding 364 days —
100% provision

2) General provision of 1% of credit facilities less
provisions and suspended interest.

In the event that provisions computed in accordance
with the Financial Institutions Act exceed provisions
determined in accordance with IFRS, the excess is
accounted for as an appropriation of retained earnings.
Otherwise no further accounting entries are made.



(i) Assets carried at fair value

In the case of equity investments classified as available
for sale, a significant or prolonged decline in the fair
value of the security below its cost is considered in
determining whether the assets are impaired. If any such
evidence exists for available-for-sale financial assets, the
cumulative loss — measured as the difference between
the acquisition cost and the current fair value, less any
impairment loss on that financial asset previously
recognised in profit or loss - is removed from equity and
recognised in the Statement of comprehensive income.

Impairment losses recognised in the Statement of
comprehensive income on equity instruments are not
reversed through the Statement of comprehensive
income. If, in a subsequent period, the fair value of a
debt instrument classified as available-for-sale increases
and the increase can be objectively related to an event
occurring after the impairment loss was recognised in
profit or loss, the impairment loss is reversed through the
Statement of comprehensive income.

(j) Property and equipment

Land and buildings comprise mainly branches and
offices. All property and equipment is stated at historical
cost less depreciation. Historical cost includes
expenditure that is directly attributable to the
acquisition of these assets. Subsequent expenditures are
included in the asset’'s carrying amount or are
recognised as a separate asset, as appropriate, only
when it is probable that future economic benefits
associated with the item will flow to the Bank and the
cost of the item can be measured reliably. The carrying
amount of the replaced part is derecognised. All other
repair and maintenance costs are charged to ‘operating
expenses’ during the period in which they are incurred.

Freehold land is not depreciated while leased buildings
(including leasehold improvements) are depreciated on
a straight line basis over the shorter of the estimated
useful life and the remaining lease term.

Depreciation on other assets is calculated on reducing
balance at annual rates estimated to write off the

carrying values of assets over their expected useful lives.

The applicable depreciation rates of items of property
and equipment are as follows:

Leased Buildings

Motor vehicles 25%
Office equipment 20%
Computer Hardware 33.3%
Fixtures and fittings 12.5%

The assets’ residual values and useful lives are reviewed,
and adjusted if appropriate, at each balance sheet date.

Over the lease term

The Bank assesses at each balance sheet date whether
there is any indication that any item of property and
equipment is impaired. If any such indication exists, the
Bank estimates the recoverable amount of the relevant
assets. Animpairment loss is recognised for the amount
by which the asset’s carrying amount exceeds its
recoverable amount. The recoverable amount is the
higher of an asset’s fair value less costs to sell and value
in use. For the purposes of assessing impairment, assets
are grouped at the lowest levels for which there are
separately identifiable cash flows (cash-generating
units).

Gains and losses on disposal are determined by
comparing proceeds with the carrying amount. These
are included in “other income” in the Statement of
comprehensive income.

(k) Intangible assets

Acquired computer software licences are capitalised on
the basis of the costs incurred to acquire and bring to use
the specific software. These costs are amortised over
their estimated useful lives (five years).

Costs associated with maintaining computer software
programmes are recognised as an expense as they are
incurred. Development costs that are directly
attributable to the design and testing of identifiable and
unique software products controlled by the Bank are
recognised as intangible assets when the following
criteria are met:

«itis technically feasible to complete the software prod
uct so that it will be available for use;

« management intends to complete the software
product and use or sell it;

« there is ability to use or sell the software product;

« it can be demonstrated how the software product will
generate probable future economic benefits;

« adequate technical, financial and other resources to
complete the development and to use or sell the
software product are available; and

« the expenditure attributable to the software product
during its development can be reliably measured.

Direct costs include the software development
employee costs and an appropriate portion of relevant
overheads.

Computer software development costs recognised as
assets are amortised over their estimated useful lives
(not exceeding five years).




() Income tax

The income tax expense for the period comprises
current and deferred income tax. Income tax is
recognised in the Statement of comprehensive income
except to the extent that it relates to items recognised
in other comprehensive income or directly in equity. In
this case the tax is also recognised in other
comprehensive income or directly in equity
respectively.

Current income tax is the amount of income tax
payable on the taxable profit for the year determined in
accordance with the Ugandan Income Tax Act. The
current income tax charge is calculated on the basis of
the tax enacted or substantively enacted at the balance
sheet date.

Deferred income tax is recognised, using the liability
method, on temporary differences arising between the
tax bases of assets and liabilities and their carrying
amounts in the financial statements. However, the
deferred income tax is not accounted for if it arises from
the initial recognition of an asset or liability in a
transaction other than a business combination that at
the time of the transaction affects neither accounting
nor taxable profit nor loss. Deferred income tax is
determined using tax rates (and laws) that have been
enacted or substantively enacted at the balance sheet
date and are expected to apply when the related
deferred income tax liability is settled or the related
deferred income tax asset is realised.

Deferred income tax assets are recognised only to the
extent that it is probable that future taxable profits will
be available against which the temporary differences
can be utilised.

(m) Cash and cash equivalents

Cash and cash equivalents includes cash in hand,
deposits held at call with banks, other short term highly
liquid investments with original maturities of three
months or less, including: cash and non-restricted
balances with the Central Bank, treasury and other
eligible bills, and amounts due from other banks. Cash
and cash equivalents excludes the cash reserve
requirement held with the Central Bank.

(n) Employee benefits

(i) Retirement benefit obligations

The Bank operates a defined contribution retirement
benefit scheme for all its permanent confirmed
employees. The Bank and all its employees also

contribute to the National Social Security Fund, which
is a defined contribution scheme. A defined
contribution plan is a retirement benefit plan under
which the Bank pays fixed contributions into a separate
entity. The Bank has no legal or constructive
obligations to pay further contributions if the fund
does not hold sufficient assets to pay all employees the
benefits relating to employee service in the current and
prior periods. A defined benefit plan is a retirement
benefit plan that is not a defined contribution plan and
defines an amount of pension benefit that an
employee will receive on retirement, usually
dependent on one or more factors, such as age, years of
service and compensation.

The assets of all schemes are held in separate trustee
administered funds, which are funded by contributions
from both the Bank and employees.

The Bank’s contributions to the defined contribution
schemes are charged to the Statement of
comprehensive income in the year in which they fall
due.

(ii) Other entitlements

The estimated monetary liability for employees'’
accrued annual leave entitlement at the balance sheet
date is recognised as an expense accrual.

(o) Customer deposits

Deposits from customers are measured at amortised
cost using the effective interest rate method.

(p) Borrowings

Borrowings are recognised initially at fair value, being
their issue proceeds (fair value of consideration
received) net of transaction costs incurred. Borrowings
are subsequently stated at amortised cost; any

difference between proceeds net of transaction costs
and the redemption value is recognised in the

Statement of comprehensive income over the period
of the borrowings using the effective interest method.

(g) Share capital

Ordinary shares are classified as ‘share capital’ in equity
and measured at the fair value of consideration
receivable without subsequent re-measurement. Any
premium received over and above the par value of the
shares is classified as ‘share premium’ in equity.



(r) Dividends

Dividends on ordinary shares are charged to equity in the
period in which they are declared. Proposed dividends
are shown as a separate component of equity until
declared.

(s) Accounting for leases

Leases in which a significant portion of the risks and
rewards of ownership are retained by the lessor are
classified as operating leases. All other leases are
classified as finance leases.

(i) With the Bank as lessee

To date, all leases entered into by the Bank are operating
leases. Payments made under operating leases are
charged to the Statement of comprehensive income on a
straight-line basis over the period of the lease.

(ii) With the Bank as lessor

Leases of assets where the Bank has substantially all the
risks and rewards of ownership are classified as finance
leases. Finance leases are capitalised at the lease’s
commencement at the lower of the fair value of the
leased property and the present value of the minimum
lease payments. Each lease payment is allocated
between the liability and finance charges so as to achieve
a constant rate on the finance balance outstanding.

The corresponding rental obligations, net of finance
charges, are included in deposits from banks or deposits
from customers depending on the counter party. The
interest element of the finance cost is charged to the
Statement of comprehensive income over the lease
period so as to produce a constant periodic rate of
interest on the remaining balance of the liability for each
period. The investment properties acquired under
finance leases are measured subsequently at their fair
value.

To date, the Bank has not leased out any assets as lessor.

(t) Acceptances and letters of credit

Acceptances and letters of credit are accounted for as
off-balance sheet transactions and disclosed as
contingent liabilities.

(u) Grants

Grants include assistance offered by government,
government agencies and similar bodies whether local,
national, or international in the form of transfers of
resources in return for past, of future compliance with
certain conditions relating to the operation of the Bank.
Grants related to assets are those whose primary

condition is that the Bank should purchase long term
assets.

Grants are recognised when there is reasonable
assurance that the Bank will comply with the conditions
attached to the grant and that the grant will be received.

Grants awarded towards the purchase of assets are
netted off against the total purchase price in arriving at
the carrying value of the asset. The grant is then
recognised as income through profit or loss over the life
of the asset by way of a reduction in the depreciation
charge of the asset.

3. Critical accounting estimates and
judgements in applying accounting
policies

The Bank makes estimates and assumptions concerning
the future. Estimates and judgements are continually
evaluated and are based on historical experience and
other factors, including expectations of future events
that are believed to be reasonable under the
circumstances. The resulting accounting estimates will,
by definition, seldom equal the related actual results. The
estimates and assumptions that have a significant risk of
causing a material adjustment to the carrying amounts of
assets and liabilities within the next financial year are
addressed below.

(a) Deferred income tax asset/liability

The Bank recognizes deferred tax assets / liabilities every
when there exists qualifying deductible/taxable
temporary differences respectively. Recognition of
deferred tax assets is to the extent that the entity expects
to recover the carrying amount in form of economic
benefits flowing to the entity in future periods while that
of deferred tax liabilities is hinged on the probability that
economic benefits will flow from the entity in form of tax
payments still in future periods.

In 2017, the Bank recognised deferred tax liabilities of Shs
643 million in respect of temporary differences arising
out of variations in the carrying amounts of depreciable
assets and their tax bases. The temporary differences
harmonize either at full utilization or disposal of the
subject assets.

(b) Impairment losses on loans and advances

The Bank reviews its loan portfolios to assess impairment
at least on a monthly basis. In determining whether an
impairment loss should be recorded in the Statement of
comprehensive income, the Bank makes judgements as
to whether there is any observable data indicating that
there is a measurable decrease in the estimated future
cash flows from a portfolio of loans before the decrease
can be identified with an individual loan in that portfolio.




This evidence may include observable data indicating
that there has been an adverse change in the payment
status of borrowers in a group, or national or local
economic conditions that correlate with defaults on
assets in the Bank. As at 31 December 2017, an IAS 39
provision was computed for unidentified and
identified impairment. For the entire loan portfolio,
impairment loss was measured on the basis of the
present value of estimated future cash flows
discounted at the original effective interest rate.
Future expected cash flows were determined based on
the value of the collateral held for which the bank’s
interest was registered.

For all loans not identified as individually impaired and
for those identified as being impaired but classified as
insignificant an impairment provision was computed
using the existing bank historical loss experience to
arrive at the credit loss ratio. Credit loss ratios were
computed per product line to reflect variations in
product characteristics and this was on the basis of
bank data over a period of 4 years.

(c) Fair value of financial instruments

The fair values of financial instruments that are not
quoted in active markets are determined by using
valuation techniques. In these cases the fair values are
estimated from observable data in respect of similar
financial instruments or using models. Where
valuation techniques (for example, models) are used to
determine fair values, they are validated and
periodically reviewed by qualified personnel
independent of the area that created them. All models
are certified before they are used, and models are
calibrated to ensure that outputs reflect actual data
and comparative market prices. To the extent
practicable, models use only observable data,
however, areas such as credit risk (both own and
counterparty), volatilities and correlations require
management to make estimates. Changes in
assumptions about these factors could affect the
reported fair value of financial instruments.

(d) Held-to-maturity financial assets

The Bank follows the guidance of IAS 39 on classifying
non-derivative financial assets with fixed or
determinable payments and fixed maturity as
held-to-maturity. This classification requires significant
judgement. In making this judgement, the Bank
evaluates its intention and ability to hold such assets
to maturity. If the Bank fails to keep these assets to
maturity other than for the specific circumstances - for
example, selling an insignificant amount close to
maturity — it will be required to classify the entire class
as available-for-sale. The assets would therefore be
measured at fair value not amortised cost.

4. Financial risk management

The Bank’s activities expose it to a variety of financial
risks: market risk (including currency risk, fair value
interest rate risk, cash flow interest rate risk and price
risk), credit risk and liquidity risk. Those activities
involve the analysis, evaluation, acceptance and
management of some degree of risk or combination of
risks. Taking risk is core to the Bank’s business, and the
financial risks are an inevitable consequence of being
in business. The Bank’s aim is therefore to achieve an
appropriate balance between risk and return and
minimise potential adverse effects on its financial
performance.

Risk management is carried out by the Treasury
department under policies approved by the Board of
Directors. Through its treasury department, the Bank
identifies, evaluates and hedges financial risks in close
cooperation with other operating units. The Board
provides written principles for overall risk manage-
ment, as well as written policies covering specific areas
such as foreign exchange risk, interest rate risk, credit
risk, and use of derivative and non-derivative financial
instruments.

(@) Credit risk

The Bank takes on exposure to credit risk, which is the
risk that a counterparty will cause a financial loss to the
Bank by failing to pay amounts in full when due. Credit
risk is the most important risk for the Bank’s business:
management therefore carefully manages the
exposure to credit risk. Credit exposures arise
principally in lending and investment activities. There
is also credit risk in off-balance sheet financial
instruments, such as loan commitments. Credit risk
management and control is centralised in the credit
risk management team with in the Risk department.
The Credit risk management team reports regularly to
the Board of Directors.

(i) Credit risk measurement Loans and advances
(including commitments and guarantees)

The estimation of credit exposure is complex and
requires the use of models, as the value of a product
varies with changes in market variables, expected cash
flows and the passage of time. The assessment of
credit risk of a portfolio of assets entails further
estimations as to the likelihood of defaults occurring,
of the associated loss ratios and of default correlations
between counterparties.

The Bank has developed models to support the
quantification of the credit risk. These rating and
scoring models are in use for all key credit portfolios
and form the basis for measuring default risks. The
models are reviewed regularly to monitor their robust-
ness relative to actual performance and amended as
necessary to optimise their effectiveness.



Probability of default

The Bank assesses the probability of default of individual
counterparties using internal rating tools tailored to the
various categories of counterparty. They have been

developed internally and combine statistical analysis with
credit officer judgement. They are validated, where
appropriate, by comparison with externally available data.

Clients of the Bank are segmented into four rating classes.

For regulatory purposes and for internal monitoring of the
quality of the loan portfolio, customers are segmented
into five rating classes as shown below:

Bank’srating  Description of the grade

1 Standard and current
2 Watch

3 Substandard

4 Doubtful

5 Loss

(i) Risk limit control and mitigation policies

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

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

Exposure to credit risk is managed through regular
analysis of the ability of borrowers and potential
borrowers to meet interest and capital repayment
obligations and by changing lending limits where
appropriate.

Some other specific control and mitigation measures are
outlined below:

(a) Collateral

The Bank employs a range of policies and practices to
mitigate credit risk. The most traditional of these is the
taking of security for funds advanced, which is common
practice. The Bank implements guidelines on the

acceptability of specific classes of collateral or credit risk
mitigation. The principal collateral types for loans and
advances are:

« Mortgages over residential properties;

« Charges over communal and/or business assets such as
premises, inventory and accounts receivable’ and

« Charges over financial instruments such as debt
securities and equities.

Longer-term finance and lending to corporate entities are
generally secured; revolving individual credit facilities are
generally unsecured.

Collateral held as security for financial assets other than
loans and advances depends on the nature of the instru-
ment. Debt securities, treasury and other eligible bills are
generally unsecured, with the exception of asset-backed
securities and similar instruments, which are secured by
portfolios of financial instruments.

(b) Credit related commitments

The primary purpose of these instruments is to ensure
that funds are available to a customer as required.
Guarantees and standby letters of credit, which represent
irrevocable assurances that the Bank will make payments
in the event that a customer cannot meet its obligations
to third parties, carry the same credit risk as loans.
Documentary and commercial letters of credit, which are
written undertakings by the Bank on behalf of a customer
authorising a third party to draw drafts on the Bank up to
a stipulated amount under specific terms and conditions,
are collateralised by the underlying shipments of goods to
which they relate and therefore carry less risk than a direct
borrowing.

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




(iii) Maximum exposure to credit risk before collateral held or other credit enhancements

Credit risk exposures relating to on-balance sheet assets:

2017 2016
Shs 000 Shs 000

Placements with other banks (Note 14) 9,726,755 12,983,430
Loans and advances to customers (Note 17) 110,419,750 108,229,450
Government securities (Note 15) 16,043,949 7,455,065
Other assets (Note 16) 6,778,164 5,328,112

142,968,618 133,996,057

Credit risk exposures relating to off-balance sheet items:

Guarantee and performance bonds 938,715 375,763
Commitments to lend 812,368 892,690
Total exposure 144,719,701 135,264,510

The above table represents a worst case scenario of credit risk exposure to the Bank at 31 December 2017,
without taking account of any collateral held or other credit enhancements attached. For on-balance
sheet assets, the exposures set out above are based on carrying amounts as reported in the statement of
financial position.

As shown above, 76.3% of the total maximum exposure is derived from loans and advances to customers
and 17.81% represents investments in debt securities.

All loans and advances to customers other than to salaried individuals, are secured by collateral in the
form of charges over land and buildings and/or plant and machinery and other assets, corporate and

personal guarantees or assignment of contract proceeds.

Management is confident in its ability to continue to control and sustain minimal exposure of credit risk to
the Bank resulting from both its loan and advances portfolio and debt securities based on the following:

- the Bank exercises stringent controls over the granting of new loans;
+  90% of the loans and advances portfolio are neither past due nor impaired; and

+ 9% of the loans and advances portfolio is past due but not impaired.

(iv) Loans and advances

2017 2016

Shs 000 Shs 000

Neither past due nor impaired 100,723,916 96,615,098
Past due but not impaired 9,870,398 9,203,970
Impaired 2,006,652 2,410,382
Gross 112,600,966 108,229,450
Less: allowance for impairment (Note 17) (2,181,216) (2,038,491)
Net amount 110,419,750 106,190,959
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of the loans and advances
portfolio are neither past due
nor impaired 9% of the loans
and advances portfolio is past due
but not impaired

Loans and advances neither past due nor impaired

The credit quality of the portfolio of loans and advances that were neither past due nor impaired can be
assessed by reference to the internal rating system adopted by the Bank:

2017 2016

Shs 000 Shs 000

Standard

100,723,916 ‘ 96,615,098

Loans and advances past due but not impaired

Loans and advances less than 90 days past due are not considered impaired, unless other information is
available to indicate the contrary. Loans and advances greater than 90 days are not considered impaired
if there is sufficient collateral to cover the facility. The gross amounts of loans and advances that were past
due but not impaired were as follows:

2017 2016

Shs 000 Shs 000

Past due up to 30 days 3,528,003 5,285,449
Past due 31 - 60 days 2,176,236 920,883
Past due 61 — 90 days 824,667 376,977
Past due over 90 days 3,341,492 2,620,661
Total 9,870,398 9,203,970
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(b)

Individually impaired:

Of the total gross amount of impaired loans and advances, the following amounts have been individually
and collectively assessed:

Individually assessed impaired loans

- Corporate - -

- SME 2,006,652 2,410,382

- Consumer - =
2,006,652 2,410,382

Fair value of collateral held 1,404,855 1,672,036

Renegotiated loans

Restructuring activities include extended payment arrangements, approved external management
plans, modification and deferral of payments. Restructuring policies and practices are based on indicators
or criteria that, in the judgement of local management, indicate that payment will most likely continue.
These policies are kept under continuous review. Restructuring is most commonly applied to term loans
- in particular, customer finance loans.

Repossessed collateral

During 2017, the Bank did not re-possess any collateral held as security. The Bank’s policy is to dispose
of repossessed properties as soon as practicable, with the proceeds used to reduce the outstanding
indebtedness. Repossessed property not sold by year end is classified in the balance sheet within “other
assets”.

Liquidity risk

Liquidity risk is the risk that the Bank is unable to meet its payment obligations associated with its financial
liabilities as they fall due and to replace funds when they are withdrawn.

The Bankis exposed to daily calls on its available cash resources from overnight deposits, current accounts,
maturing deposits, and calls on cash settled contingencies. The Bank does not maintain cash resources
to meet all of these needs as experience shows that a minimum level of reinvestment of maturing funds
can be predicted with a high level of certainty. The Bank of Uganda requires that the Bank maintains a
minimum cash reserve ratio. In addition, the Board sets limits on the minimum proportion of maturing
funds available to meet such calls and on the minimum level of inter-bank and other borrowing facilities
that should be in place to cover withdrawals at unexpected levels of demand. The Treasury department
monitors liquidity ratios on a daily basis. Sources of liquidity are regularly reviewed by a separate team in
the Treasury department to maintain a wide diversification by provider, product and term.

In addition, the Board sets limits on the minimum proportion of maturing funds available to meet such
calls and on the minimum level of inter-bank and other borrowing facilities that should be in place to
cover withdrawals at unexpected levels of demand. The Treasury department monitors liquidity ratios on
a daily basis.
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The table below presents the undiscounted cash flows payable by the Bank under non-derivative financial

liabilities by remaining contractual maturities at the statement of financial position date and from financial

assets by expected maturity dates.
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(c) Market risk

Market risk is the risk that changes in market prices, which include currency exchange rates and interest
rates, will affect the fair value or future cash flows of a financial instrument. Market risk arises from open
positions in interest rates, foreign currencies and equity products, all of which are exposed to general and
specific market movements and changes in the level of volatility. The objective of market risk management
is to manage and control market risk exposures within acceptable limits, while optimising the return
on risk. Overall responsibility for managing market risk rests with the Assets and Liabilities Committee
(ALCO).TheTreasury department is responsible for the development of detailed risk management policies
(subject to review and approval by the ALCO) and for the day to day implementation of those policies.

Currency risk

The Bank takes on exposure to the effects of fluctuations in the prevailing foreign currency exchange rates
on its financial position and cash flows. The Board sets limits on the level of exposure by currency and in
total for both overnight and intra-day positions, which are monitored daily.

The table below summarises the Bank’s exposure to foreign currency exchange rate risk at 31 December
2017 and 2016. During the reporting period, the Bank only traded in USD and the financial instruments
held as at 31 December 2017 and 2016 are included in the table below.

uUsD Total
At 31 December 2017 Shs 000 Shs 000
Assets
Cash and balances with Central Bank 759,536 759,536
Deposits and balances due from other banking institutions 501,582 501,582
Loans and advances - -
Other financial assets = -
Total assets 1,261,118 1,261,118
Liabilities
Customer deposits 232,468 232,468
Deposits and balances due to banking institutions - -
Other financial liabilities - -
Total liabilities 232,468 232,468
Net on-balance sheet position ‘ 1,028,650 ‘ 1,028,650
Net off-balance sheet position ‘ - -
Overall open position 1,028,650 ‘ 1,028,650
At 31 December 2017 | 854,427 | 854,427

At 31 December 2017, if the functional currency had strengthened/weakened by 10% against the foreign
currencies with all other variables held constant, the pre-tax profit for the year would have been Shs
102.9 million (2016: Shs 85.4 million) higher/lower, mainly as a result of foreign exchange gains/losses
on translation of foreign currency denominated financial assets and liabilities.

m Annual Report & Financial Statement 2017



The pre-tax profit/ loss for
the year would have been

higher/lower.

Interest rate risk

The Bank takes on exposure to the effects of fluctuations in the prevailing levels of market interest rates
on botbh its fair value and cash flow risks. Interest margins may increase as a result of such changes but
may reduce or create losses in the event that unexpected movements arise. The Board of Directors sets
limits on the level of mismatch of interest rate repricing that may be undertaken, which is monitored
monthly. The Bank is managing interest rate risk by gap analysis.

Gap Analysis

Under this, interest sensitive assets and liabilities are classified into various time bands according to their
maturity in the case of fixed interest rates, and residual maturity towards next pricing date in the case
of floating exchange rates. The size of the gap in a given time band is analysed to study the interest rate
exposure and the possible effects on the Bank’s earnings.

In order to evaluate the earnings exposure, interest Rate Sensitive Assets (RSA) in each time band are
netted off against the interest Rate Sensitive Liabilities (RSL) to produce a repricing gap for that time
band. A positive gap indicates that the Bank has more RSA and RSL. A positive of asset sensitive gap
means that an increase in market interest rates could cause an increase in the net interest margin and vice
versa. Conversely, a negative or liability sensitive gap implies that the Bank’s net interest margin could
decline as a result of increase in market rates and vice versa.

At 31 December 2017, if the interest rates on interest bearing assets and liabilities had been 100 basis

points higher/lower with all other variables held constant, the pre-tax loss for the year would have been
Shs 267.7 million (2016: Shs 239.8 million) higher/lower.
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The table below summarises the Bank’s exposure to interest rate risk. Included in the table are the Bank’s assets
and liabilities at carrying amounts, categorised by the earlier of contractual re-pricing or maturity dates.
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The Bank considers relevant
and observable

in its valuations where
possible.

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

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

The fair value of held-to-maturity investment securities and other financial assets and liabilities
approximate the respective carrying amounts, due to the generally short periods to contractual repricing
or maturity dates as set out above. Fair values are based on discounted cash flows using a discount rate
based upon the borrowing rate that the directors expect would be available to the Bank at the balance
sheet date.

Fair value hierarchy

IFRS 7 specifies a hierarchy of valuation techniques based on whether the inputs to those valuation
techniques are observable or unobservable. Observable inputs reflect market data obtained from
independent sources; unobservable inputs reflect the Bank market assumptions. These two types of
inputs have created the following fair value hierarchy:

« Level 1 - Quoted prices (unadjusted) in active markets for identical assets or liabilities. This level
includes listed equity securities and debt instruments on exchanges and exchanges traded derivatives
like futures.

+ Level 2 - Inputs other than quoted prices included within Level 1 that are observable for the asset or
liability, either directly (that is, as prices) or indirectly (that is, derived from prices). The sources of input
parameters like LIBOR yield curve.

+ Level 3 - inputs for the asset or liability that are not based on observable market data (unobservable
inputs). This level includes equity investments and debt instruments with significant unobservable
components. The Bank considers relevant and observable market prices in its valuations where
possible.
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(f)

(e) Financial instruments by category

31 December 2017

Loans and

Receivables
Shs 000

Available-for-

sale
Shs 000

Total
Shs 000

Assets as per balance sheet

Cash and Balances with Bank of Uganda 22,283,658 = 22,283,658
Balances & Placements with other banks 9,726,755 - 9,726,755
Loans and advances to customers 110,419,750 - 110,419,750
Investment securities:

- Held to Maturity - 10,552,011 10,552,011
- Available for Sale - 5,491,938 5,491,938
Total 142,430,163 16,043,949 158,474,112

31 December 2016

Loans and Avai

receivables
Ushs 000

lable-for-
sale
Ushs 000

Total
Shs 000

Assets as per balance sheet
Cash and balances with Central Bank 18,516,850 - 18,516,850
Balances & Placements with other banks 12,983,430 - 12,983,430
Loans and advances to customers 106,190,959 - 106,190,959
Investment securities:
- Held to Maturity | | 1605843 | 1605843
- Available for Sale 5,849,222 5,849,222
Total | 137,691,239 | 7,455,065 | 145,146,304
2017 2016
Shs 000 Shs 000
Liabilities as per balance sheet — at amortised cost
Customer deposits 102,956,503 95,001,566
Deposits from other banks 4,365,100 8,245,199
Other liabilities 9,714,873 7,740,825
Borrowings 23,316,087 19,845,915
Finance Leases 67,311 110,283
Total 140,419,874 130,943,788

Capital management

The Bank’s objectives when managing capital, which is a broader concept than the ‘equity’ on the balance
sheet, are:

«To comply with the capital requirements set by the Central Bank;

-To safeguard the Bank’s ability to continue as a going concern, so that it can continue to provide
returns for shareholders and benefits for other stakeholders;

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

Capital adequacy and use of regulatory capital are monitored regularly by management, employing techniques
based on the guidelines developed by the Basel Committee, as implemented by the Central Bank for supervisory
purposes. The required information is filed with the Central Bank on a quarterly basis.
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Under the Financial Institutions Act, 2004, each Bank is required to: (a) hold the minimum level of regulatory capital
of Shs 25 billion; (b) maintain a ratio of core capital to the risk-weighted assets plus risk-weighted off-balance sheet
assets at or above the required minimum of 8%; and (c) maintain total capital of not less than 12% of risk-weighted
assets plus risk-weighted off-balance sheet items.

The Bank’s total capital is divided into two tiers:

- Tier 1 capital (core capital) which upon applying the provisions of the Financial Institutions (Capital Adequacy
Requirement) Regulation 2005, comprise Permanent Shareholders’ Equity (issued and fully paid-up common shares
and irredeemable, non-cumulative preference shares), share premium, prior years’ retained profits, Net after-tax
profits current year-to-date (50% only) and general reserves (permanent, unencumbered and able to absorb losses)
less deductions of goodwill and other intangible assets, current year’s losses, investments in unconsolidated finan-
cial subsidiaries, deficiencies in provisions for losses, prohibited loans to insiders and other deductions determined
by Central Bank.

- Tier 2 capital (supplementary capital) which upon applying the provisions of the Financial Institutions (Capital
Adequacy Requirement) Regulation 2005, comprise revaluation reserves on fixed assets, unencumbered general
provisions for losses, subordinated debt and Hybrid capital instruments.

The Bank monitors the adequacy of its capital using the above ratios of core capital and total capital as set out in the
Financial Institutions Act. These ratios measure capital adequacy by comparing the Bank'’s eligible capital with its
balance sheet assets and off-balance-sheet commitments at a weighted amount to reflect their relative risk.

Assets are weighted according to broad categories of notional credit risk, being assigned a risk weighting according
to the amount of capital deemed to be necessary to support them. Four categories of risk weights (0%, 20%, 50%,
and 100%) are applied; for example cash and balances with Bank of Uganda and Government of Uganda instruments
have a zero risk weighting which means that no capital is required to support the holding of these assets. Balances
with other Banks have a 20% or 50% or 100% risk weighting balance because they carry some risk, while, property
and equipment carries a 100% risk weighting, meaning that it must be supported by total capital equal to 12% of the
carrying amount. Other asset categories have intermediate weightings.

Off-balance-sheet credit related commitments and forwards are taken into account by applying different categories
of credit conversion factors, designed to convert these items into balance sheet equivalents. The resulting credit
equivalent amounts are then weighted for credit risk using the same percentages as for balance sheet assets.

The table below summarises the composition of regulatory capital and the ratios of the Bank at 31 December 2017
determined in accordance with the Financial Institutions Act:

2017 2016

Shs 000 Shs 000
Core capital (Tier 1)
Shareholder’s equity 27,785,402 27,785,402
Retained earnings 8,124,360 6,328,138
Intangible assets (3,109,304) (3,795,606)
Deferred income tax asset - (173,988)
Unrealized foreign exchange gains (3,062)
Total core capital 32,798,241 30,143,946
Supplementary capital (Tier 2)
General provisions (FIA) ‘ 1,099,345 ‘ 1,056,743
Tier 2 capital | 1,099,345 | 1,056,743
Total capital (Tier 1 and Tier 2) \ 33,897,586 \ 31,200,689
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The risk weighted assets are measured by means of a hierarchy of four risk categories classified according to the
nature of the asset and reflecting an estimate of the credit risk associated with each asset and counterparty, taking
into account any eligible collateral or guarantees.

A similar treatment is adopted for off-balance sheet exposure, with some adjustments to reflect the more contin-

gent nature of the potential losses.

The table below summarises the composition of the risk weighted assets of the Bank at 31 December 2017:

B e 0 . . : R eighted amo
0 016 0 016
000 000 000 000
Balance sheet assets (net of provisions)

Cash at Hand 15,680,383 12,496,505 0% - -
Balances with Bank of Uganda 6,603,275 6,020,345 0% - -
Balances with other Financial
institutions in Uganda 6,151,550 5,853,368 20% 1,230,310 1,170,674
Placement with DTB - 1,098,413 20% - 219,682
Placement with Pride Micro Finance 3,575,205 6,031,649 20% 715,041 1,206,330
Government securities 16,043,949 7,455,065 0% = =
Loans and advances to customers | 109,934,491 105,674,283 100% 109,934,491 | 105,674,283
Other assets 6,778,164 6,298,827 100% 6,778,164 6,298,827
Current income tax recoverable 121,115 253,999 100% 121,115 253,999
Property and equipment 9,144,514 9,364,489 100% 9,144,514 9,364,489
Operating lease prepayments 1,155,119 1,178,449 100% 1,155,119 1,178,449
Intangible 3,109,304 3,795,606 0% - =
Deferred income tax asset - 173,988 0% - -
On balance sheet assets 178,297,069 | 165,694,986 129,078,754 (125,366,733
Off-balance sheet positions
Guarantees 938,715 375,763 100% 938,715 375,763
Commitments to lend 812,368 892,690 50% 406,184 446,345
Off balance sheet items 1,751,083 1,268,453 1,344,899 822,108
Total risk-weighted 180,048,152 166,963,439 130,423,653 126,188,841
assets
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2017 2016
Loans and advances to customers Shs‘000 Shs‘000
Gross loans and overdraft (Note 17(a)) 112,600,967 108,229,450 ‘
Staff loans fair valuation adjustment 190,997 408,653
Less specific provisions (FIA) (2,179,660) (2,210,700)
Less interest in suspense (677,813) (753,120)

Net Loans and advances 109,934,491 | 105,674,283

Capital ratios per Financial Institutions Act (FIA)

Core capital | 32,797,396 | 30,143,946
Total capital | 33,896,741 | 31,200,689
FIA minimum ratio capital requirement

Core capital (8%) 25.1% 23.9%
Total capital (12%) 26.0% 24.7%

5 Interest income

2017 2016
Shs 000 Shs 000
Loans and advances 33,287,903 31,064,446
Government securities 1,288,633 609,415
Short term placements 817,977 1,455,090
35,394,513 33,128,951
6 Interest expense

2017 2016
Shs 000 Shs 000
Customer deposits 5,564,619 5,748,519
Borrowed funds 3,062,321 3,404,716
8,626,940 9,153,235

7 Fee and commission income
2017 2016
Shs 000 Shs 000
Transactional fees and commission income 5,570,626 4,609,011
Credit related fees and commission income 12,360,799 12,329,853
17,931,425 16,938,864
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8 Foreign exchange income

2017 2016
Shs 000 Shs 000
Realized foreign exchange gains 122,058 143,427
Unrealized foreign exchange gains 3,062 -
125,120 143,427
9 Otherincome
2017 2016
Shs 000 Shs 000
Recovery of written off loans 978,965 619,357
Grant income 260,180 319,974
Other income 624,232 429,323
1,863,377 1,368,654
10 Operating expenses
2017 2016
Shs 000 Shs 000
Depreciation of property and equipment (Note 18) 2,307,635 2,554,618
Amortization of intangible assets (Note 20) 776,554 668,351
Employee benefits expense (Note 11) 20,801,591 20,696,179
Auditor’s remuneration 388,208 197,393
Legal fees 293,067 249,733
Other professional fees 201,865 274,833
Rent and rates 2,615,572 2,409,157
Advertising and promotion 1,222,553 1,262,710
Communication and technology 2,656,603 2,083,164
Administration costs 7,240,075 7,486,416
Other 592,447 361,438
39,096,170 38,243,992
11 Employee benefits expense
2017 2016
Shs 000 Shs 000
Salaries and wages 16,786,785 16,480,248
NSSF contributions 1,733,380 1,700,796
Defined contribution scheme contributions 534,830 535,690
Other staff costs 1,746,597 1,979,445
20,801,591 20,696,179
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12 Income tax expense

2017 2016
Shs 000 Shs 000
Current income tax charge 490,547 121,884
Deferred income tax Charge-Current Year (Note 25) 817,263 264,115
1,307,810 385,999
Profit before income tax 3,682,279 1,412,888
Tax calculated at the statutory income tax rate of 30% 1,104,684 423,866
(2016: 30%)
Tax effect of:
- Tax effect of non-deductible items 25,094 20,423
- 30% standard tax rate applied on income taxed at 20% (124,899) (69,941)
- Prior year deferred income tax under provision 302,931 11,651
Income tax Charge 1,307,810 385,999
Current income tax recoverable was as follows:
At start of year 253,998 238,543
Adjustments for prior period items - -
Current income tax charge (490,546 (86,601)
Income tax paid 357,662 102,057
At end of year 121,114 253,998
13 Cash and balances with Bank of Uganda
2017 2016
Shs 000 Shs 000
Cash on hand 15,680,383 12,496,505
Balances with Bank of Uganda 6,603,275 6,020,345
22,283,658 18,516,850
14 Placements and deposits with other banks
2017 2016
Shs 000 Shs 000
Balances with Banks in Uganda 6,151,550 5,853,368
Placements with other banking institutions - inside Uganda 3,575,205 7,130,062
9,726,755 12,983,430

The weighted average effective interest rate on deposits and balances with other banking institutions
was 9.9% (2016: 14.9%)
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15 Government securities

2017 2016
Shs 000 Shs 000
Held to maturity-Maturing within 90 days 14,449,638 960,857
Held to maturity-Maturing later than 90 days - 644,986
Available for sale 2,291,938 6,068,916
16,741,576 7,674,759
Available for sale (697,627) (219,694)
16,043,949 7,455,065
The weighted average effective interest rate on government securities was 9.9% (2016: 14.9%)
16 Other assets
2017 2016
Shs 000 Shs 000
Accounts receivable and prepayments 4,223,336 4,410,767
Other receivables 1,980,625 1,537,005
Consumables 574,203 351,055
6,778,164 6,298,827
17 Loans and advances to customers
a) Analysis of loan advances to customers by category:
2017 2016
Shs 000 Shs 000
Term loans 111,674,335 106,230,106
Overdrafts 926,632 1,999,344
Total Gross Loans 112,600,967 108,229,450
Less: Provision for impairment of loans and advances
- Individually assessed (516,182) (1,046,120)
- Collectively assessed (1,665,035) (992,371)
110,419,750 106,190,959

The weighted average effective interest rate on loans and advances to customers was 25.3% (2016: 25.5%).
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Movements in provisions for impairment of loans and advances are as follows:

Individually

assessed
Shs 000

Collectively
assessed
Shs 000

Year ended 31 December 2016
At 1 January 349,811 1,133,122 1,482,933
Provision for loan impairment 1,186,305 1,583,476 2,769,781
Loans written off during the year as uncollectible (489,996) (1,724,227) (2,214,223)
At 31 December 1,046,120 992,371 2,038,491
Year ended 31 December 2017
At 1 January 1,046,120 992,371 2,038,491
Provision for loan impairment 1,595,665 2,313,382 3,909,047
Loans written off during the year as uncollectible (2,125,603) (1,640,718) (3,766,321)
At 31 December 516,182‘ 1,665,035‘ 2,181,217
(b) Impairment losses charged to profit or loss
2017 2016
Shs 000 Shs 000
Provision for loan impairment (note 17 (a)) 3,909,047 2,769,781
Amounts recovered during the year (note 17 (a)) - -
3,909,047 2,769,781
(c) Regulatory reserve
Analysis as required under the Financial Institutions Act (FIA)
2017 2016
Shs 000 Shs 000
Total provision as per IFRS
Specifice provision (Note 17(a)) 516,182 1,046,120
General provision 1,665,035 992,371
2,181,217 2,038,491
Total provisions as required underr the FIA
Specific provisions 2,179,660 2,210,700
General provisions 1,099,345 1,056,743
3,279,005 3,279,443
Regulatory reserve
At 1 January 1,228,953 1,273,360
Transfer to retained earnings (131,165) (44,407)
At 31 December 1,097,788 1,228,953
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18 Property and equipment
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19 Operating lease prepayments

2017 2016
Shs 000 Shs 000
Cost
At 1 January 9,586,849 6,892,975
Additions 2,592,243 2,693,874
At 31 December 12,179,092 9,586,849
Amortization
At 1 January 8,408,401 5,999,243
Charge for the year 2,615,572 2,409,157
At 31 December 11,023,973 8,408,400
Net book value
At 31 December 1,155,119 ‘ 1,178,449
20 Intangible assets
2017 2016
Shs 000 Shs 000
Net book amount at 1 January 3,795,606 2,576,877
Additions: Computer Software 51,555 1,549,850
Transfer from property and equipment 38,697 337,230
Amortization (776,554) (668,351)
Net book amount at 31 December 3,109,304 3,795,606
Cost 7,465,949 7,375,696
Accumulated depreciation (4,356,645) (3,580,090)
Net book amount 3,109,304 3,795,606

The intangible assets relate to computer software acquired to support the Bank’s operations.

21 Customer deposits

2017 2016

Shs 000 Shs 000

Current and demand deposits 15,477,177 11,280,543
Savings accounts 68,606,046 54,873,233
Fixed deposit accounts 18,873,280 28,847,790
102,956,503 95,001,566

The weighted average effective interest rate on customer deposits was 2% (2016: 2.0%).
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22 Deposits and balances due to other banking Institutions

2017 2016
Shs 000 Shs 000
Term deposits 4,365,100 8,245,199
4,365,100 | 8,245,199

The deposits with other banking institutions are interest bearing. The weighted average effective interest
rate on deposits and balances due to other banking institutions was 15.4%.

23 Borrowings

2016 2015
Shs 000 Shs 000

Uganda Development Bank 5,787,607
aBi Finance 4,739,342 3,979,506
Stromme Microfinance East Africa Limited 925,489 1,689,577
Uganda Energy Credit Capitalisation Company 1,147,570 1,441,408
The Micro Finance Support Centre Limited 3,045,734 536,578
East Africa Development Bank 5,070,345 5,915,402
Oikocredit 2,600,000 6,283,444
23,316,087 19,845,915

The terms and conditions relating to the borrowings are set out below:

The Uganda Development Bank facility was a loan of Ugx 6.0bn sourced for on-lending to Agri-business. It is
repayable on a quarterly within a tenor of 5 years at a fixed interest rate of 12% pa. Its secured by a lien over
100% of the Bank’s performing loan portfolio and a cross guarantee by Uganda Women's Trust.

The ABI loan was secured in 2 tranches of Ugx 5.0bn and Ugx 2.2bn for periods of 5 years. The tranche of

Ugx 5.0bn was secured at rate of 13.5% while that of Ugx 2.2bn was secured at 14.0% to finance agri-business.
The facilities are repayable on a quarterly basis and are secured by a debenture on the Bank’s performing loan
portfolio encumbered up to 120% of the facility.

The Stromme facility was secured in the amount of Ugx 4.0bn but disbursed in 2 tranches of Ugx 2.5bn &
Ugx 1.5bn at a fixed interest rate of 14.5% for a period of 4 years. It's repayable in equal instalments and it was
extended for the purpose of on-lending the enterprising poor Ugandans especially women entrepreneurs.

The loan from East African Development Bank was in the amount of Ugx 5.5875bn taken out for a period of
8 years at a rate of 15% for purposes of on-lending to rural based agricultural and agri-business enterprises in
Uganda. It is secured by a floating charge of 120% on the Bank’s loan portfolio.

The loan from Micro Finance Support Centre Limited in the amount of Ugx 3.0bn was obtained for a period of
12 months at a fixed rate of 11%. It was extended for purposes of on-lending to teachers through the Teacher’s
SACCO and it's secured by a fixed debenture charge over the Bank’s loan portfolio to the extent of the amount
advanced.

The Uganda Energy Credit Capitalisation Company facility (UECCC) was in the amount of Ugx 1.4bn secured

for a period of 10 years at a rate of 8.5% for purposes of Solar refinancing. It is repayable on a half yearly and
it's secured by a demand promissory note in favour of UECCC.
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The OIKO credit instrument was a loan facility of Ugx 6.0bn advanced for a period of 6 years at a variable
interest rate of T-bill rate 182 days plus 1.905% but with a floor of 12%. It is repayable on a quarterly basis and
it is backed by a pledge on the Bank’s grade A loan portfolio and promissory notes covering 100% of the loan
value.

24 Other liabilities

2017 2016

Shs 000 Shs 000

Accounts payable 3,797,451 1,543,157
Accruals and provisions 93,350 693,828
Other taxes payable 714,533 576,324
Gratuity & pensions 415,931 363,995
Deferred income 1,714,153 1,294,971
Designated funds 471,385 401,042
Capital grants 1,023,528 1,222,951
Others 1,484,286 1,557,956
9,714,617 7,654,224

Designated funds relate to grant monies advanced to the Bank to support implementation of defined
projects. These funds are accounted for as ordinary liabilities until they are applied to the relevant
revenue or capital expenditure projects at which point they are reclassified into either revenue grants that
are offset from the total expenditure or capital grants that are still deferred under liabilities and released
as the Bank enjoys the services of the funded assets.

25 Deferred income tax asset

Deferred income taxes are calculated on all temporary differences under the liability method using the
applicable tax rate of 30%. The net deferred tax asset comprises:

Year ended 31 December 2017 1 January 2017 Charged 31 December 2017

Shs 000 (credited) to P/L Shs 000
Shs 000

Deferred income tax liabilities

Accelerated tax depreciation (1,694,346) 91,717 (1,602,629)

Deferred income tax assets

Tax losses carried forward 886,390 (886,390)

Capital grants 366,886 (59,827) 307,059

Provisions for loan impairment 297,711 (201,799) 499,510

Other provisions 317,347 (164,562) 152,785
1,868,334 (908,980) 959,354

Net deferred income tax asset 173,988 (817,263) (643,275)
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Year ended 31 December 2016

1 January 2016
Shs 000

Charged
(credited) to P/L

31 December 2016
Shs 000

Shs 000

Accelerated tax depreciation (1,651,566) (42,780) (1,694,346)
Deferred income tax assets
Tax losses carried forward 1,289,260 (402,870) 886,390
Capital grants 283,178 83,708 366,886
Provisions for loan impairment 339,937 (42,226) 297,711
Other provisions 177,295 140,052 317,347
2,089,670 (221,336) 1,868,334
Net deferred income tax asset | 438,104 | (264,116) 173,988
The movement on the deferred tax asset account is as follows: 2017 2016
Shs 000 Shs 000
At 1 January 173,988 438,104
Income statement (charge)/ (note 12) (817,263) (264,116)
At 31 December (643,275) 173,988

26 Finance Lease Arrangements

The Bank enters finance leasing arrangements as a source of financing to support her operations. As at
end of the year 2017, the Bank had running leases with Computer Point, one of its major suppliers for

six note-counters over a period of 3 years. Annual lease rentals were agreed at Shs 54,516,000, payable
semi-annually with an effective date of the lease arrangement was 13 May 2016.

2017 2016

Shs 000 Shs 000

As a 1 January 110,283 252,255
New contracts = 137,541
Payments made during the year (42,972) (279,513)
Total 67,311 110,283
Not later than 1 year 67,311 70,885
Later than 1 year but less than 5 years = 39,398
Later than 5 years - -
Total 67,311 110,283
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27 Share capital

Number of shares Ordinary = Share premium

issued & fully paid shares Shs Shs 000
(thousands) 000

Year ended 31 December 2016
At start of year 27,785,402 27,785,402 =
Rights issue of shares - - -

At year end 27,785,402 | 27,785,402 -

Year ended 31 December 2017
At start of year 27,785,402 | 27,785,402 -
Bonus issue of shares - - -

At end of year 27,785,402 | 27,785,402 -

The total authorised number of ordinary shares is Shs 30 million (2016: 30 million) with a par value of Shs
1,000 per share. No share issues were done during the year 2017.

28 Bank shareholding

The Bank shareholders are as follows:

Shareholder: Country of incorporation Holding
Uganda Women Trust Uganda 20.1%
Oiko Credit Ecumenical Development Cooperative Netherlands 19.6%
Society U,A
Progression Eastern African Micro Finance Equity Fund Mauritius 18.3%
RIF North 1 Investment Mauritius 18.3%
I&P Afrique Enterpreneurs Mauritius 14.2%
Founder Members Uganda 9.5%
100.00%
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29 Analysis of cash and cash equivalents

2017 2016

Shs 000 Shs 000

Cash and Balances with Banks of Uganda (note 13) 22,283,658 18,516,850

Less: cash reserve requirement (8,720,000) (7,930,000)
Government securities - maturing within 90 days & AFS (note 15) 16,043,949 7,674,759

Balances and Placements with other banks (note 14) 9,726,755 12,983,430

39,334,362 31,245,039

Cash and cash equivalents include the cash reserve requirement held with the Bank of Uganda. Banks are
required to maintain a prescribed daily average minimum cash balance with the Bank of Uganda from
time to time and the amount is determined as 8% of the average outstanding customer deposits over a
cash reserve cycle period of two weeks. Whilst it's available for use in the bank’s activities and may fall to
50% of the margin on a given day there are sanctions for non-compliance.

For the purposes of the cash flow statement, cash and cash equivalents include cash balances, balance

with the central bank and amounts due from other banks.

2017 2016

Shs 000 Shs 000

Cash and Balances with Banks of Uganda (note 13) 22,283,658 18,516,850
Government securities - maturing within 90 days & AFS (note 15) 16,043,949 -
Balances with other banks (note 14) 6,151,550 5,853,368
44,479,157 24,370,218

30 Earnings per share

m

Profit attributable to equity holders of the Bank (Shs 000) ‘ 2,364,703 ‘ 1,038,871
Weighted average number of ordinary shares in issue (thousands) ‘ 27,785,402 ‘ 27,785,402
Earnings per share (expressed in Shs per share) ‘ 85 ‘ 37

31 Related party balances

The immediate and ultimate parent of the Bank is UWT which owns 20.1% of the Bank’s shares.

The details of related-party transactions and outstanding balances at year-end were as follows:

2017 2016
Shs 000 Shs 000
Borrowings from related parties
Loans from Oikocredit (shareholder) 2,600,000 6,283,444
Interest expense incurred 646,207 221,869
Loans and advances to directors and key management 1,507,178 1,724,813

Advances to customers include loans to directors and loans to employees as shown above.

Interestincome earned on loans and advances to key management and directors is Shs 115 million (2016:

Shs 188 million).
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Key management compensation

2017 2016

Shs 000 Shs 000

Salaries and short-term employment benefits 1,481,085 1,432,227
Terminal benefits 534,830 535,690
Other staff benefits 112,012 112,025
2,127,927 2,079,942

Directors’ remuneration

Directors’ fees 997,449 ‘ 1,482,694

32 Off-balance sheet financial instruments, contingent liabilities and commitments

33

34

The following are the commitments outstanding at year 2017 2016
end Shs 000 Shs 000
Acceptances and letters of credit - -
Guarantee and performance bonds 938,715 375,763

938,715 375,763

Other commitments
Commitments to lend are agreements to lend to customers in future subject to certain conditions. Such

commitments are normally made for fixed periods. The Bank may withdraw from its contractual
obligations to extend credit by giving reasonable notice to the customers. At 31 December, these
included:

2017 2015

Shs 000 Shs 000
Approved advances not utilized 812,368 ‘ 892,690

Revaluation reserve - available for sale securities

2016 2015

Shs 000 Shs 000

As at 1 January 11,982 -
Net gains from changes in fair value (9,765) 11,982
Net movement for the year 2,217 11,982

The above amount relates to revaluation gains on available for sale government securities.

Proposed dividends

No interim dividend was paid during the year (2016: Nil). The directors recommend a final dividend for
the year 2017 of Shs 709m.
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