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Group Chief Executive’s Report

I am happy to report on a fulfilling year of performance
by the FBC Group. The Group sustained its excellent
performance through 2007 amid continuing challenges
in the operating environment. The FBC brand made
significant inroads in the market, and this was
appropriately recognized by the  independent performance
awards received in 2007.

Operations Review

FBC Bank Limited

The Bank’s 10th anniversary celebrations could not have
come at a more opportune time in terms of the Bank’s
and the Group’s achievements. The Bank continues to
excel and break new ground in terms of market share,
profitability and client quality.  The quality of the Bank’s
portfolio of customers and facilities continue to improve
as mainstream corporates get on board, courtesy of
improved confidence in the brand. The Bank was granted
an International A- Credit Rating which is an
improvement from the previous BBB+ (2006) and BBB+
(2005). The business has maintained proactive trading
strategies that have delivered good results in an
unpredictable environment.  Monetary policies will
continue to have a key impact on the business profitability.
The Bank is leveraging the gains of rebranding through
improved convenience and service delivery to increase
market share. It is pleasing to note that Internet Banking
now accounts for more than half of the Bank’s transactions
by value, an incredible quantum leap improvement. The
Bank will pursue the electronic banking route which has
a significant and positive impact on operating costs and
convenience to the customer.

FBC Building Society

The Society’s contribution to profit after tax was 12%
which is commendable given the difficulties faced by the
mortgage and construction sectors in their effort to
provide new housing units. The shortage of building
materials was a major challenge to the Society and its
clients in respect of new housing developments. This
development has slowed the Society’s otherwise bullish
plan to reduce the gap of units funded vis-à-vis
competitors who have been around for a much longer
period. The Society has been quite aggressive in innovating
and implementing housing schemes with other
stakeholders, an approach that should see an expansion
of the mortgages book in the short term. The brand appeal
has benefited the Society particularly in increasing its
share of corporate business.  It is pleasing to note that
FBC Building Society was in the top league in its sector
in the provision of new stands and housing units in 2007.
The Society improved its credit rating to BBB from BBB-
(2006) and BBB- (2005).

FBC Reinsurance

The Reinsurance business made significant achievements
in terms of profitability in the year 2007. The business
though displaced from its pole position as  the biggest
profit after-tax contributor to the Group at half year,
continued to deliver superior performance and
contributed 43% for the overall 2007 Group outturn.
Innovative product and market development strategies
paid dividends in the period under review, especially with
regards to foreign exchange-denominated business. I am
pleased to report that FBC Reinsurance attained an A-
International Credit Rating, a development that will
undoubtedly enhance its standing vis-à-vis opportunities
in the market.

FBC Securities

The stockbroking business continued to grow.  Given the
hyperinflationary environment, equities are set to play
an important part in value retention resulting in high
trade volumes which benefit the business. FBC Securities
added value to the Group through providing
complimentary service to customers across the Group
subsidiaries.

Strategy

The Group will maintain a consolidation and wealth
preservation mode as it manouvres through the

challenging local macro-economic environment. This
strategy includes pursuit of investment opportunities
emanating from the fluid policy environment as long as
these can be executed at reasonable risk levels. Regional
investment opportunities will be explored in 2008 with
an emphasis on delivering services that are less capital
intensive.

Electronic Commerce

The Bank has made significant inroads to get clients onto
electronic delivery channels, with Internet Banking
making the greatest impact. In excess of half of the Bank’s
transactions by value are now undertaken via Internet
Banking. The cost savings in terms of paper and man-
hours are significant and the Group will continue to
pursue the electronic commerce options across the whole
Group for maximum cost and client convenience impact.
 We expect this initiative to positively project our brand
and significantly reduce our cost income ratios in the
medium term.

Cost Income Ratio

It is pleasing to note that the Group’s overall cost-income
ratio continues to improve despite inflationary pressures.
The ratio improved from 28% in 2006 to 25% in 2007.
The Group is determined to sustain the trend through a
balanced approach focusing on revenue enhancement
and cost containment.

Human Resources

The Group has successfully integrated its diversified units
and continuing training and development programmes
are bearing fruit.  The FBC team is getting smarter, closer
knit and moving in one direction.  We continue to
maximize our learning opportunities that deliver value.
In line with our performance management philosophy
the Group has proactively rewarded staff for the excellent
performance in 2007. The Group is in a stronger position
to attract quality skills to its ranks due to its improved
image and competitive remuneration.

Service Delivery

Service remains the topmost qualitative competitive
priority which the Group will invest in over the short-
term. Processes and systems will be focused to
continuously improve service delivery as the Group
strengthens itself around this critical business imperative.

Risk Management

The centralization and resourcing of risk management
for our diversified businesses was successfully completed
in the course of the year. Complimented by a compliance
function the Group is well positioned to pursue
opportunities properly geared to manage the attendant
risks.  Our internal, external and international ratings
bear testimony to our improvement and strength in this
area.

Appreciation

The Board of Directors, Management and Staff have
remained steadfast in their delivery and support of the
business. I wish to express my sincere gratitude for their
resilience and effort given the challenging environment
we operate in. Our customers and stakeholders’ confidence
and support is most welcome, and we assure them of our
commitment to deliver to their expectations now and in
the future.

Livingstone T. Gwata

GROUP CHIEF EXECUTIVE

6 March 2008.
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Chairman's Statement

Financial Highlights - Historical

Profit before tax  up 119 889% to $33.6 trillion.

Profit after tax increased by 107 942% to $22.7 
trillion.

Basic earnings per share attributed to equity holders
of the company up 117 615% at $61 400.

Capital adequacy ratios - 24% and 44% at the Bank
and Building Society respectively against a 
prescribed minimum of 10%.

Group cost income ratio improved to 25% from 
28% in 2006.

Assets increased by 108 992% to $100.4 trillion.

Shareholders’ funds excluding minority interest 
increased by 142 130% to $38.4 trillion.

Proposed dividend increased by 129 780% to
$20 262 per share.

Financial Performance

The year under review, as forecast last year continued to
test the mettle and resilience of our management in
particular and the whole nation in general to survive in a
volatile and unpredictable environment.  It is against this
backdrop that I am particularly pleased to report as we
have become accustomed to, a growth in earnings and
balance sheet size above that of inflation.  The growth in
our earnings and balance sheet size at 119 889% and 108
992% respectively was well above the December year on
year inflation figure of 66 212.3% and significantly above
the average inflation rate for the year of 12 562.55%.

The Group continued to consolidate its position in the
market through improving its service delivery
infrastructure and enhancing its earnings capacity.

Accolades

In addition to the Fingaz/Premier ‘Best Turnaround
Trophy’ award received in 2006  the Group went on to
win the Best Quoted(ZSE) Bank Award 2007 and the Best
Quoted (ZSE) Company 2007 at the Quoted Companies
Awards hosted by the  The Zimbabwe Independent and
African Banking Corporation in May 2007. It is gratifying
to note two of Zimbabwe’s leading business papers and
independent analysts found it fit to acknowledge the
Group’s superior performance.

Corporate Governance

The Group is determined to keep the highest corporate
governance standards, ethics and transparency. In the
period under review FBC Reinsurance’s International
Credit Rating improved to A- to match the improvement
rating achieved by FBC Bank. All on-site inspections done
by the Reserve Bank of Zimbabwe on the Bank and the
Building Society, and the Group’s other subsidiaries
produced good ratings thereby affirming the international
agency’s ratings.

Foreign Exchange

The shortage of foreign exchange continues to persist and
the prospect of improvement in the near future is not clear.
The non-viability of local industry has been seriously
threatened by the hyperinflationary environment and
exacerbated by the price control regimes resulting in
excessive demand for foreign exchange to support the
importation of goods. The foreign exchange supply has
also deteriorated as exporters have been similarly affected.
 Revenues from exchange-related business continue to be
subdued for the entire  banking industry.

Regulatory Environment

The environment continues to be unpredictable thereby
making planning extremely difficult. The Group will
continue to work with the authorities and other
stakeholders within its parameters to ensure an
improvement of the regulatory environment. In the near-
term capitalization is not a challenge as the respective
businesses have traded themselves comfortably well within

current and anticipated capitalization levels. The Group
will ensure that all our businesses are always ready to
address any capital requirements that may be set in the
future.

Hyperinflation

The hyperinflationary environment has continued to
worsen, with the year-on-year inflation rate being quoted
at 66 212.3% for the month of December 2007.  On the
monetary front a higher denominated family of bearer’s
cheques was released into circulation on the 21 of December
2007 in a bid to improve the national payments system
which was facing unprecedented challenges. Consequently
money supply increased to 24 463.6% as of October 2007,
from a figure of 1 638% making containment of inflation
a major challenge in the near future.

Share Price Performance

The FBC share price traded at an average price of
$30 092.17 for the year ended 31 December 2007. The
share found its summit at $200 000 to yield a percentage
growth rate of 239 900%. As the share edges towards its
fair value we expect to see considerable improvement and
the acknowledgement of its immense underlying value by
investors.

Corporate Social Investment

The Group outlayed funds in various charitable causes in
the course of the year to run concurrently with the tenth
anniversary celebrations for FBC Bank.  Various sectors
including education, health and charitable institutions for
children, the disabled and the aged and sport benefited
from the Group’s initiatives.

Directorate

There were no changes to the directorate during the year
2007. I would like to take this opportunity to thank all
directors for their valued contributions during the course
of the year.

Dividend

In line with the Group’s dividend policy of three times
cover, the directors are recommending a final dividend of
$20 262 per share with a scrip option to be paid by 21
April 2008.

Outlook

The improvement of macroeconomic environment hinges
upon fiscal and monetary policy convergence. The pre-
election period to harmonized presidential and
parliamentary elections in March 2008, the outcome of
those elections and the current agricultural season will
significantly influence the national economy. The Group
looks forward to a period of reconstruction and an
improvement in international relations following on
harmonized elections that are judged free and fair.

Appreciation

The consistently excellent results of the Group are
testimony to the good work put in by the non-executive
directors, management and staff. The guidance and support
of non-executive directors is commendable. The
encouraging and expanding support from clients for all
our businesses is appreciated. Let me pay tribute to all
our stakeholders for their contribution towards the
achievement of the ‘Top Companies’ and ‘Quoted
Companies’ awards respectively. We take pride in these
achievements which are independent yet authoritative
compliments for our success.

Herbert Nkala

GROUP CHAIRMAN

6 March 2008
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Consolidated Income Statement
For the year ended 31 December 2007

2007 2006 2007 2006

Notes $'bn $'bn $'bn $'bn

Interest income 8 46 273 82 662 5 634 47

Interest expense 9 23 925 25 563 2 992  14

Net interest income 22 348 57 099 2 642  33

Fee and commission income 20 905 2 523 5 939 1

Fee and commission expense 2 118 272 272 -

Net fee and commission income 18 787 2 251 5 667 1

Net trading income 4 309 1 027 2 791 1

Net income from financial instruments

carried at fair value 22 896 4 779 21 394  3

Other operating income 10 11 097 1 182 11 361 1

Total income 79 437 66 338 43 855 39

Operating expenses

Impairment loss on financial assets  7 13 7 -

Personnel expenses 45 377 12 670 6 960 7

Operating lease expenses  6 31 3 -

Depreciation and amortisation of intangibles 1 913 1 548 31 -

Other expenses 24 064 6 563 3 897 4

Monetary loss (13 080) 32 543 - -

Total operating expenses 58 287 53 368 10 898 11

Operating profit 21 150 12 970 32 957 28

Share of results of associate 69 945  640 -

Profit before taxation 21 219 13 915 33 597 28

Income tax expense 11 352 5 708 10 908  7

Profit for the year 9 867 8 207 22 689 21

Attributable to

Equity holders of the company 9 758 7 172 21 608 18

Minority interests  109 1 035 1 081 3

Attributable earnings 9 867 8 207 22 689  21

Earnings per share ($’000)

Basic 11 27.7 21.0 61.4 0.1

Weighted average number of shares (m)  352 342 352  342

Inflation adjusted Historical

Consolidated Statement of Changes in Equity
For the year ended 31 December 2007

Consolidated Balance Sheet
As at 31 December 2007

Inflation adjusted Historical

2007 2006 2007 2006

Notes $'bn $'bn $'bn $'bn

Equity

Share capital and share premium 4 656 4 656 - -

Retained earnings 19 154 12 021 21 318 18

Other reserves 17 166 6 751 17 084 9

Total attributable to holders of the Company 40 976 23 428 38 402 27

Minority interests 4 608 2 936 3 704 4

Total equity 45 584 26 364 42 106 31

Liabilities

Deposits from banks 10 993 5 576 10 993 9

Deposits from customers 23 592 23 368 23 592 35

Current tax liabilities 1 290 2 700 1 290  4

Deferred tax liabilities 15 976 3 231 14 243 4

Other liabilities 15 168 5 920 8 141 9

Total liabilities 67 019 40 795 58 259 61

Total equity and liabilities 112 603 67 159 100 365 92

Assets

Cash and cash equivalents 15 513 7 574 15 513 11

Trading assets 22 317 7 646 22 317  12

Pledged assets 3 510 4 134 3 510 6

Loans and advanses to customers 12 077 3 756 12 077 6

Bonds held to maturity 7 598 5 038 7 598 8

Investment in Associate 1 536 1 784 1 096 1

Investment properties 2 340 748 2 340 1

Property and equipment 12 33 183 12 673 24 551  13

Intangible assets  838 800 12 -

Other assets 13 691 23 006 11 351 34

Total assets 112 603 67 159 100 365 92

Inflation adjusted

Ord Retained Share Share option Revaluation Minority Total

Shares Profit Premium Reserve Reserve Interests

$'bn $'bn $'bn $'bn $'bn $'bn $'bn

Balance at 1 January 2006 3 4 954 4 653 25 84 715 10 434

Profit for the period - 7 172 - - - 1 035 8 207

Employee share option scheme

- value of employee service - - - - - - -

- share options exercised  - - - 1 007 - - 1 007

General provisions - (105)  - -  - -  (105)

Revaluation - - - - 5 635 625 6 260

Share issue  - - - - - 561 561

Shareholders' equity at

31 December 2006/1 January 2007  3 12 021 4 653 1 032 5 719 2 936 26 364

Profit for the period  - 9 758  - - - 109 9 867

Employee share option scheme

- value of employee service  - - - 1 055 - - 1 055

- share options exercised - -  -  - - - -

General provisions - (198) - - - - (198)

Dividend paid  - (2 427)  -  -  -  (249) (2 676)

Revaluation   -  - - - 9 360 1 812 11 172

Shareholders' equity 

at 31 December 2007  3 19 154 4 653 2 087 15 079 4 608 45 584

Historical 

Balance at 1 January 2006 - 1 - - - - 1

Profit for the period - 18 - - - 3 21

Employee share option scheme

- value of employee service  - - - - - -  -

- share options exercised  -  -  - - - - -

Revaluation  - - - - 8 1 9

Shareholders' equity at

31 December 2006/1 January 2007  - 19 - - 8 4 31

Profit for the period - 21 608 - - - 1 081 22 689

Employee share option scheme 

- value of employee service - - - 1 055 - - 1 055

- share options exercised  - - - - - - -

General provisions - (198) - - - - (198)

Dividend paid  - (111) - - - (9 ) (120)

Revaluation - - - - 16 021 2 628 18 649

Shareholders' equity

at 31 December 2007 - 21 318 - 1 055 16 029 3 704 42 106

Consolidated Statement of Cash Flows
For the year ended 31 December 2007

Inflation adjusted Historical
2007 2006 2007 2006

$'bn $'bn $'bn $'bn

Cash flow from operating activities

Profit before taxation 21 219 13 915 33 597  28

Adjustments for:

Depreciation and amortisation of intangibles 1 913 1 548 31 -

Impairment on loans and advances 7 13 7  -

Loss on disposal of fixed assets  109 - 2 -

Profit on disposal of investment properties (16) - (26) -

Fair value adjustment on investment properties (1 269) (327) (2 057)  -

Share of results of associate (69) (945) (640) -

Equity settled share based payments 1 055 - 1 055 -

Net cash generated before changes in

operating assets and liabilities 22 949 14 204 31 969  28

Change in trading assets (14 671) 2 122 (22 305) (10)

Change in pledged assets  624 (2 255) (3 504) (6)

Change in loans and advances to customers (8 526) (1 525) (12 276) (6)

Bonds held to maturity (2 560) (1 724) (7 590)  8

Change in other assets 9 314 (20 630 ) (11 317) (49)

Change in deposits from banks 5 417 5 438 10 984  8

Change in deposits from customers  224 10 610 23 557 34

Change in other provisions and liabilities 9 248 (1 061) 8 132 8

22 019 5 179 17 650  15

Income tax paid (3 038) (2 918) (341) (3)

Net cash flow from operating activities 18 981 2 261 17 309  12

Cash flow from investing activities

Purchase of computer software (351) (72) (13) -

Purchase of investment properties (357) (270) (288) (1)

Purchase of property and equipment (8 115) (2 122) (1 420) (1)

Proceeds from sale of investment properties  50 327 32 -

Proceeds from sale of property and equipment  407 - 2  -

Net cash flow used in investing activities (8 366) (2 137) (1 687) (2)

Cash flow from financing activities

Share issue and minority contribution  - 561  - -

Dividend paid (2 676) - (120) -

Cash flow from financing activities (2 676) 561 (120) -

Cash and cash equivalents at the beginning of the year 7 574 6 889  11  1

Cash and cash equivalents at the end of the year 15 513 7 574 15 513  11
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1. REPORTING ENTITY

FBC Holdings Limited is an investment holding company domiciled in Zimbabwe whose registered office is 45 Nelson Mandela Avenue,

Harare. The consolidated financial statements of the Group as at and for the year ended 31 December 2007  comprise the Group and

its subsidiaries. The Group primarily is involved in commercial banking, mortgage lending, related financial services, stock broking

and reinsurance services.

The audited results were authorized for issue by the directors on 6 March 2008.

2.  BASIS OF PREPARATION

2.1.   Statement of Compliance

The consolidated financial statements have been prepared in accordance with the International Financial Reporting Standards (IFRSs)

and interpretations adopted by the International Accounting Standards Board (IASB), and the requirements of the Companies Act

(Chapter 24:03) and the Banking Act (Chapter 24:20).

2.2. Basis of Measurement

The financial statements are presented in Zimbabwe dollars rounded to the nearest billion (‘bn’).  They are based on the historical cost

approach and restated to take account of the effects of inflation in accordance with IAS 29 (Financial Reporting in Hyperinflationary

Economies).

In accordance with IAS29, the financial statements and the corresponding figures for the previous period have been restated to take

account of the changes in the general purchasing power of the Zimbabwe dollar and as a result are stated in terms of the measuring

unit current at the balance sheet date.  The restatement is based on conversion factors derived from the Zimbabwe Consumer Price

Index (CPI) compiled by the Zimbabwe Central Statistical Office.  The indices used were as follows:

Dates Indices Conversion factors

December 2007 441 490 130.8 1.0000

December 2006 665 774.1 663.1230

December 2005 48 205.6 9 158.4822

2.3    Use of estimates and judgments

The preparation of financial statements in conformity with IFRSs requires management to make judgments, estimates and assumptions

that affect the application of policies and reported amounts of assets and liabilities, income and expenses.  These estimates and

associated assumptions are based on historical experience and various other factors that are believed to be reasonable under the

circumstances, the results of which form the basis of making the judgments about carrying values of assets and liabilities that are not

readily apparent from other services.  Actual results may differ from these estimates.  Estimates and underlying assumptions are

received on an ongoing basis.

3.      BASIS OF CONSOLIDATION

The consolidated financial information comprise the financial information of the company and all its subsidiaries (subsidiaries are

enterprises which are controlled by the holding company), the results of which are included from the effective dates of acquisition and

up to the effective date of disposal.

Transactions eliminated on consolidation

Intra-group balances, and any unrealised income and expenses arising from intra-group transactions, are eliminated in preparing the

consolidated financial statements. Unrealised losses are eliminated in the same way as unrealised gains, but only to the extent that

there is no evidence of impairment.

4.     CORPORATE GOVERNANCE

The Board is committed to the principles of openness, integrity and accountability. It recognises the developing nature of corporate

governance and assesses its compliance with local and international generally accepted corporate governance practices on an ongoing

basis through its various subcommittees.

The Board is responsible to the shareholders for setting the direction of the Group through the establishment of strategies, objectives

and key policies.  The Board monitors the implementation of these policies through a structured approach to reporting and accountability.

The Board meets regularly, with a minimum of four scheduled meetings annually.  To assist the Board in the discharge of its responsibilities

a number of committees have been established, of which the following are the most significant: (i) Board Finance and Strategy, (ii)

Board Human Resources and Remuneration Committee, (iii)  Board Credit Committee, (iv)  Board Loans Review Committee, (v) Board

Audit Committee (vi) Board Risk and Compliance Committee, (vi i) Board Asset and Liabil i ty Committee

5.  RISK MANAGEMENT

The Board  recognises the strategic importance of a strong risk management function to achieve profitability, growth and long term

sustainability.  The Board discharges its risk management responsibilities through formalized structures by identifying, measuring,

managing, reporting and monitoring all major risk categories, namely; credit risk, interest rate risk, liquidity risk, operational risk,

capital risk, strategic risk, reputational risk and compliance risk.

(i)    Credit Risk

Credit risk represents the possibility of loss to the Group if a debtor fails to meet punctually the financial commitments stemming from

a credit agreement.  Credit risk and exposure to loss are inherent parts of the banking business.  The Group manages and controls or

limits these risks through formulation of credit policies, including obtaining collateral and independent review of the credit exposures.

The Board Credit Committee periodically reviews and approves the Group’s policies and procedures to define, measure and monitor

the credit and settlement risks arising from the Group’s activities.  Limits are established to control these risks.

(ii)   Liquidity Risk

Liquidity risk is the risk of not being able to generate sufficient cash to meet financial commitments to extend credit, meet deposit

maturities and other unexpected demands for cash.  Liquidity risk arises when assets and liabilities have differing maturities.

The liquidity risk is managed by the Board Asset and Liability Committee (ALCO) which reviews the Group’s liquidity profile by

monitoring the difference in maturities between assets and liabilities and analysing the future level of funds required based on various

assumptions, including its ability to liquidate investments and participating in money markets. The Group also manages this risk by

diversifying its deposits by looking for stable deposits and keeping short-term assets.

(iii)  Interest rate risk

Interest rate risk exposure stems from assets and liabilities maturing (or being repriced) at different times.

This risk is managed by ALCO through the analysis of rate sensitive assets and liabilities, control and management of the gap analysis.

(iv) Operational risk

It is the risk of loss resulting from inadequate or failed internal processes, people and systems or from external events. These risks are

contained through systems of internal control complimented by a healthy culture and value system.
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The Group manages these risks through insurance policies, checking work, training staff, segregation of duties, regular internal and

independent audits and disaster recovery plans.  In addition, the Group has operating manuals to guide staff on the execution of their

duties.  These manuals are updated regularly.

(v)     Capital risk

Capital risk refers to the risk of the Group’s own capital resources being adversely affected by unfavourable external developments.

The Reserve Bank of Zimbabwe regulates the minimum capital adequacy ratio in relation to risk weighed assets.

(vi)    Reputational risk

This is the potential that negative publicity regarding the Group, whether true or not will cause a decline in the customer base, costly

litigation or revenue reductions.

The Board through the Group Executive Committee ensures effective reputational risk management through inter-alia; Codes of

Conduct, staff training, policies and independent oversight of functions.  Reviews of the Group business practices are done periodically

by the Group Internal Audit, the Group Compliance Officer and Risk Management.

(vii) Compliance risk

Compliance risk is the current and prospective risk to earnings or capital arising from violations of, or non-conformance with laws,

rules, regulations, prescribed practices, internal policies and procedures or ethical standards.

Management is accountable to the Board for designing, implementing and monitoring the process of risk management and integrating

it with the day to day activities of the Bank.

(viii) Strategic risk

Strategic risk is the risk of loss associated with not achieving a strategic objective or pursuing an inappropriate business objective.

This is managed through all other major risks. The Board Finance and Strategy Committee and Senior Management meet regularly 

to review the Group strategies to ensure strategic objectives are achieved.

(ix) Statement of Compliance

The Bank complied with the following statutes inter alia:-

The Banking Act (Chapter 24:20) and Banking Regulations, Statutory Instrument 205 of 2000; the Exchange Control Act (Chapter

22:05); the Bank Use and Suppression of Anti-money Laundering Act (Chapter 24:24); the National Payments Systems Act (Chapter

24:23) and the Companies Act (Chapter – 24:03).

In addition, the Bank also complied with the Reserve Bank of Zimbabwe’s directives on liquidity management, capital adequacy as

well as prudential lending guidelines. The Bank however delayed in notifying the Reserve Bank of Zimbabwe of shares held due to the

 underwriting of the Pearl Properties Limited (IPO) resulting in violation of section 34, (4) of the Banking Act (Chapter 24:20). The

Bank was subsequently authourised to dispose the shares by 10 August 2008.

6. RESERVE BANK OF ZIMBABWE ONSITE EXAMINATIONS

The most recent inspection was carried out for the 12 months to 30 September 2007 and the results indicate that the Group’s risk

management and corporate governance practices are sound as illustrated below.

(i) FBC Holdings

Summary risk assessment system (RAS) ratings

RAS component Latest RAS rating   Previous RAS rating Previous RAS rating

30 Sept 2007

Overall inherent risk Moderate Not applicable Not applicable

Overall risk management systems Acceptable Not applicable Not applicable

Overall composite risk Moderate Not applicable Not applicable

Direction of overall composite risk Stable Not applicable Not applicable

FBC Holdings summary risk matrix

Type of risk Level of inherent Adequacy of risk Overall composite Direction of risk

risk management systems risk overall composite

Credit Moderate Acceptable Moderate Stable

Liquidity Moderate Acceptable Moderate Stable

Interest rate Low Acceptable Low Stable

Foreign exchange Moderate Acceptable Moderate Stable

Strategic Moderate Acceptable Moderate Stable

Operational risk High Acceptable High Increasing

Legal and compliance Moderate Acceptable Moderate Stable

Reputation Low Acceptable Low Stable

Overall Moderate Acceptable Moderate Stable

(ii) FBC Bank

FBC Bank CAMELS* ratings

Camels component Latest RBS ratings

30 Sept 2007

Capital adequacy 1 Not applicable

Asset quality 2

Management 2

Earnings 1 Not applicable

Liquidity 2

Sensitivity to market risk 2 Not applicable

Composite rating 2 2 Not applicable



Level of inherent risk key

Adequacy of risk management systems key

Overall composite risk key

Direction of overall risk key

7.       FINANCIAL ASSETS AND LIABILITIES

(i)      Recognition

The Group initially recognises loans and advances and deposits, on the date that they are originated. All other financial assets and

liabilities (including assets and liabilities designated at fair value through profit or loss) are initially recognised on the trade date at

which the Group becomes a party to the contractual provisions of the instrument.

(ii)    Derecognition

The Group derecognises a financial asset when the contractual rights to the cash flows from the asset expire, or it transfers the rights

to receive the contractual cash flows on the financial asset in a transaction in which substantially all the risks and rewards of ownership

of the financial asset are transferred. Any interest in transferred financial assets that is created or retained by the Group is recognised

as a separate asset or liability.

The Group derecognises a financial liability when its contractual obligations are discharged or cancelled or expire.

(iv) Amortised cost measurement

The amortised cost of a financial asset or liability is the amount at which the financial asset or liability is measured at initial recognition,

minus principal repayments, plus or minus the cumulative amortisation using the effective interest method of any difference between

the initial amount recognised and the maturity amount, minus any reduction for impairment.

(v)  Fair value measurement

The determination of fair values of financial assets and financial liabilities is based on quoted market prices or dealer price quotations

for financial instruments traded in active markets. For all other financial instruments fair value is determined by using valuation

techniques. Valuation techniques include net present value techniques, the discounted cash flow method, comparison to similar

instruments for which market observable prices exist, and valuation models.

(vi) Identification and measurement of impairment

At each balance sheet date the Group assesses whether there is objective evidence that financial assets not carried at fair value through

profit or loss are impaired. Financial assets are impaired when objective evidence demonstrates that a loss event has occurred after

the initial recognition of the asset, and that the loss event has an impact on the future cash flows on the asset that can be estimated

reliably.
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Reflects a lower than average probability of an adverse impact on a banking institution’s capital and earnings.

Losses in a functional area with low inherent risk would have little negative impact on the banking institution’s

overall financial condition.

Could reasonably be expected to result in a loss which could be absorbed by a banking institution in the normal

course of business.

Reflects a higher than average probability of potential loss. High inherent risk could reasonably be expected to

result in a significant and harmful loss to the banking institution.

Rating Description

Low

Moderate

High

Risk management systems are inadequate or inappropriate given the size, complexity and risk profile of the

banking institution. Institution’s risk management systems are lacking in important ways and therefore a cause

of more than  normal supervisory attention. The internal control systems will be lacking in important aspects

particularly as indicated by continued control exceptions or by the failure to adhere to written policies and

procedures.

Management of risk is largely effective but lacking to some modest degree. While the institution might be having

some minor risk management weaknesses, these have been recognized and are being addressed. Management

information systems are generally adequate.

Management effectively identifies and controls all types of risk posed by the relevant functional areas or per

inherent risk. The board and senior management are active participants in managing risk and ensure appropriate

policies and limits are put in place. The policies comprehensively define risk tolerance, responsibilities and

accountabilities are effectively communicated.

Rating Description

Weak

Acceptable

S t r o n g

Would be assigned to low inherent risk areas. Moderate risk areas may be assigned a low composite risk where

internal controls and risk management systems are strong and effectively mitigate such risks.

Risk management systems appropriately mitigate inherent risk. For a given low risk area, significant risks in the

risk management systems may result in a moderate composite risk assessment. On the other hand, a strong risk

management system may reduce the risk so that any potential financial loss from the activity would have only a

moderate negative impact on the financial condition of the institution.

Risk management systems do not significantly mitigate the high inherent risk. Thus, the activity could potentially

result in a financial loss that would have a significant impact on the bank’s overall condition.

Rating Description

Low

Moderate

High

Based on the current information, risk is expected to increase in the next 12 months.

Based on the current information, risk is expected to decrease in the next 12 months.

Based on the current information, risk is expected to be stable in the next 12 months.

Rating Description

Increasing

Decreasing

S t a b l e

*CAMELS is an acronym for capital adequacy, asset quality, management, earnings, liquidity, and sensitivity to market risk. CAMELS

rating system uses a rating scale of 1-5, where ‘1’ is strong, ‘2’ is satisfactory, ‘3’ is fair, ‘4’ is weak and ‘5’ is critical

**RBS stands for risk-based supervision.

6. RESERVE BANK OF ZIMBABWE ONSITE EXAMINATIONS (Cont’d)

FBC Bank summary risk assessment system (RAS) ratings

RAS component Latest RAS rating

30 Sept 2007

Overall inherent risk Moderate

Overall risk management systems Acceptable

Overall composite risk Moderate

Direction of overall composite risk Stable

FBC Bank summary risk matrix

Type of risk Level of Adequacy of risk Overall composite risk Direction of overall

inherent risk management systems  composite risk

Credit Moderate Acceptable Moderate Stable

Liquidity Moderate Acceptable Moderate Stable

Interest rate Moderate Acceptable Moderate Stable

Strategic Moderate Acceptable Moderate Stable

Operational risk High Acceptable High Increasing

Legal and compliance Moderate Acceptable Moderate Stable

Reputation Low Acceptable Low Stable

Overall Moderate Acceptable Moderate Stable

(iii) FBC Building Society

Building Society CAMELS* ratings

Camels component Latest RBS ratings

30 Sept 2007

Capital adequacy 2

Asset quality 2

Management 2

Earnings 2

Liquidity 2

Sensitivity to market risk 2

Composite rating 2

Building Society summary risk assessment system (RAS) ratings

RAS component Latest RAS rating

30 Sept 2007 31 March 2003

Overall inherent risk Moderate

Overall risk management systems Acceptable

Overall composite risk Moderate

Direction of overall composite risk Stable

Building Society summary risk matrix

Type of risk Level of Adequacy of risk Overall composite risk Direction of overall

 inherent risk management systems composite risk

Credit Moderate Acceptable Moderate Stable

Liquidity Moderate Acceptable Moderate Stable

Interest rate Moderate Acceptable Moderate Increasing

Strategic Low Acceptable Low Stable

Operational risk High Acceptable High Increasing

Legal and compliance Moderate Acceptable Moderate Stable

Reputation Moderate Acceptable Moderate Stable

Overall Moderate Acceptable Moderate Stable
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15.     SEGMENT REPORTING

Segment information is presented in respect of business segments.

Segment revenue, expenses, results and assets are items that are directly attributable to the business segment or which can 

be allocated on a reasonable basis to a business segment.

All transaction between segments are conducted at arms length.

The group comprises of four business segments i.e. Commercial Banking; Reinsurance; Building Society and Stockbroking.

 Commercial  Reinsurance  Building  Securities Consolidated

 Bank  Society

 $'bn  $'bn  $'bn  $'bn  $'bn

Inflation adjusted 2007

Total income 49 553 17 063 11 381 1 440 79 437

Profit after tax 7 038 1 935 273 30 9 867

Total assets 74 955 37 010 16 495 1 202  112 603

Inflation adjusted 2006

Total income 48 966 5 789 11 410 172 66 338

Profit after tax 3 519 2 129 2 590 - 8 207

Total assets 47 260 5 730 13 687 465 67 159

Historical 2007

Total income 23 619 15 788 4 255 193 43 855

Profit after tax 10 153 9 798 2 702 44 22 689

Total assets 66 984 35 057 14 235 1 160 100 365

Historical 2006

Total income  27 3 8 - 39

Profit after tax  11 2 7 -  21

Total assets  65 6 20 1  92

16.    DIVIDEND

The Board on 6 March 2008, proposed a final dividend of $20 262 per share on 351 833 414  shares.  The dividend is payable

to shareholders registered in the books  of the company on 31st  March 2008.  The transfer books and register of members will

be closed from 1st April 2008  to the 15th April 2008. Dividend cheques will be posted to shareholders on or about the 21st of

April 2008.

By order of the Board

T. Mabeza
GROUP COMPANY SECRETARY

6 March 2008

2007 2006 2007 2006

$'bn $'bn $'bn $'bn

8. INTEREST INCOME

Cash and cash equivalents 49  70  7  -

Loans and advances to banks 7 087 2 099 950  1

Loans and advances to customers 11 055 6 791 1 477 4

Investment securities 28 082 73 702 3 200  42

46 273 82 662 5 634 47

9. INTEREST EXPENSE

Deposits from banks 14 024 9 618 1 843 5

Deposits from customers 5 374 8 422 545 5

Other time deposits 231 188 28  -

Other  4 296 7 335 576 4

23 925 25 563 2 992 14

10. OTHER OPERATING INCOME

Gain on sale of available for sale instruments:

Treasury bills -  515 - -

Equities 2 488 - 1 865 -

Change in fair value of

investment properties 1 269 395 2 057 -

Foreign exchange 7 411 - 7 411 -

Rental income  10 21 1 -

Loss on disposal of fixed assets (109) - ( 2) -

Profit on disposal of investment properties 16  - 26 1

Other 12 251 3 -

11 097 1 182 11 361 1

11.   EARNINGS PER SHARE

Basic earnings per share

Inflation adjusted

The calculation of basic earnings per share at 31 December 2007 was based on the profit attributable to ordinary shareholders

of $9 758 billion (2006 – $7 172 billion) and a weighted average number of ordinary shares outstanding during the year of

352m (2006 – 342m).

          Historical

The calculation of basic earnings per share at 31 December 2007 was based on the profit attributable to ordinary shareholders

of $21 608 billion (2006 –$18 billion) and a weighted average number of ordinary shares outstanding during the year of 352m

(2006 – 342m).

2007 2006 2007 2006

$'bn $'bn $'bn $'bn

12. PROPERTY AND EQUIPMENT

Cost

1 January 19 160 11 314 13  -

Additions 8 115 2 122 1 420 1

Disposals (1 130) (542) (5) -

Revaluation 14 511 6 266 23 153 12

40 656 19 160 24 581 13

Accumulated depreciation

1 January 6 487 5 054 - -

Charge for the year 1 600 1 253 30 -

Disposals (614) 180 - -

7 473 6 487 30 -

Net book value 33 183 12 673 24 551  13

13.        CAPITAL COMMITMENTS

Capital expenditure authorised but not yet

contracted for 151 847 17 238 151 847 26

Capital commitments will be funded from the Group’s own resources.

14. CONTINGENT LIABILITIES

  Guarantees & Letters of Credit 6 450 663 6 450 1

Inflation adjusted Historical
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Income Statement
For the year ended 31 December 2007

Audited Audited Audited Audited

Year Year Year Year

31 Dec. 2007 31 Dec. 2006 31 Dec. 2007 31 Dec. 2006

               $’bn $’bn $’bn         $’bn

                                         Notes

Interest income                                1 35 334 66 090 4 735 36

Interest expense                               2 20 107 20 017 2 694 11

Net interest income 15 227 46 073 2 041 25

Dealing profits and trading income 3 047 659 2 622 1

Fees, commission income and trading profit 17 683 1 847 5 352 1

Other operating income                   3 13 596 388 13 604 -

Total income 49 553 48 967 23 619 27

Impairment loss on financial assets   10  - 8 - -

Personnel expenses 40 144 11 473 5 380 6

Operating lease payments 462 516 62 -

Depreciation & amortization 1 444 54 27 -

Other expenses 10 270 4 997 2 032 3

Monetary (profit)/loss (16 751) 23 192 - -

Profit before taxation 13 984 8 727 16 118 18

Taxation 6 947 5 207 5 965 7

Profit after taxation                        7 037 3 520 10 153 11

Inflation adjusted Historical cost
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Audited Audited Audited Audited
Year Year Year Year

31 Dec. 2007 31 Dec. 2006 31 Dec. 2007 31 Dec. 2006
                                                                                              $’bn    $’bn                   $’bn $’bn

1. INTEREST RECEIVED AND SIMILAR INCOME

Loans and advances to banks
and other financial institutions 7 136 2 168 957 1
Loans and advances to customers 10 753 6 619 1 440 2
Bankers acceptances and
Tradeable bills 17 445 57 303 2 338 33

 35 334 66 090 4 735 36

2. INTEREST EXPENSE

Deposits from banks and other
financial  institutions 13 390 9 618 1 795 5
Demand deposit 67 169 9 -
Savings deposit 1 127 2 783 150 -
Other time deposits 75 112 10 -
Asset linked deposits 5 448 7 335 730 6

20 107 20 017 2 694 11

Cash Flow Statement
For the year ended 31 December 2007

Audited Audited Audited Audited

Year Year Year Year

31 Dec. 2007 31 Dec. 2006 31 Dec. 2007 31 Dec. 2006

 $’bn $’bn $’bn $’bn

                                   Notes

Shareholders’ funds

Share capital                                 12 8 640 8 640 1 1

Retained earnings 7 139 1 355 9 928 10

Other reserves 11 508 4 908 11 035 7

Total shareholders’ funds 27 287 14 903 20 964 18

                                                  

Liabilities

Deferred tax liabilities 10 941 2 650 9 293 3

Deposits from customers            5.1 20 256 20 316 20 256 30

Deposits from banks                   5.3 10 397 3 106 10 397 5

Other liabilities                           5.2 4 608 3 587 4 608 5

Current tax liabilities 1 466 2 698 1 466 4

47 668 32 357 46 020 47

                   74 955 47 260 66 984 65

                                                                                                                                 

Assets

Balances with banks and cash 4 760 1 519 4 760 2

Balances with Reserve Bank 5 439 4 858 5 439 7

Trading assets                         6.1 321 4 108 321 6

Pledged assets                               6.1 2 043 2 055 2 043 3

Bonds held to maturity               6.3 624 3 434 624 5

Other Investments                      6.4 14 262 362 14 262 1

Customers liabilities

for acceptances                           6.5 1 326 2 074 1 326 3

Advances to customers              7.1 11 401 3 265 11 401 5

Other assets 9 491 15 147 9 491 23

Property and equipment 24 502 10 438 17 305 10

Intangible assets 786 - 12 -

 74 955 47 260 66 984 65

                                                    

Balance Sheet
As at 31 December 2007

Inflation adjusted Historical cost

Inflation Adjusted

Period ending 31 December 2007

Ordinary Retained Share Statutory Revalua- Total

Shares Profit Premium Reserves ation

     Reserve

$’bn $’bn $’bn $’bn $’bn $’bn

Shareholders’ equity at 1 January 2007 3 141 1 355 5 499 484 4 424 14 903

Profit for the period - 7 037 -               - -      7 037

Loan loss provision - (197) - - - (197)

Dividend paid -   (1 056) - - -       (1 056)

Revaluation gain - - - - 6 600 6 600

Shareholders’ equity at

31 December 2007 3 141 7 139 5 499 484 11 024 27 287

Period ending 31 December 2006

Shareholders’ equity at

1 January 2006 3 141 621 5 499 484 - 9 745

Profit for the year      -         3 520 - - -        3 520

Loan loss provision - (105) - -         - (105)

Dividend paid - (881) - -      -  (881)

Bonus Issue                                                 - (1 800) -  -               - (1 800 )

Revaluation gain -                   -  - - 4 424  4 424

Shareholders’ equity at 31 December 2006 3 141 1 355 5 499 484 4 424 14 903

Statement of Changes in Equity
For the year ended 31 December 2007

Inflation adjusted Historical cost

Historical

Period ending 31 December 2007

Ordinary Retained Share Statutory Revalua- Total

Shares Profit Premium Reserves ation

     Reserve

$’bn $’bn $’bn $’bn $’bn $’bn

Shareholders’ equity at 1 January 2007 -           10 1 - 7  18

Profit for the period - 10 153 - - - 10 153

Loan loss provision - (197) - - - (197)

Dividend paid - (38 ) - - - (38 )

Revaluation gain - - - - 11 028 11 028

Shareholders’ equity at 31 December 2007 - 9 928 1 - 11 035 20 964

Period ending 31 December 2006

Shareholders’ equity at 1 January 2006 -           - - - -  -

Profit for the period - 11 - - - 11

Loan loss provision - - - - - -

Dividend paid - - - - - -

Bonus issue - (1 ) 1 - - -

Revaluation gain - - - - 7 7

Shareholders’ equity at 31 December 2006 - 10 1 - 7 18

Audited Audited Audited Audited

Year Year Year Year

31 Dec. 2007 31 Dec. 2006 31 Dec. 2007 31 Dec. 2006

 $’bn $’bn $’bn $’bn

Cash flow from operating activities

Operating cash flow

Profit before taxation  13 984 8 727 16 118 18

Non-cash items

Depreciation of property and equipment    1 443 1 312 26 -

Profit on disposal (13) (6) (26) -

Impairment of assets - - - -

Loss on assets available for sale - - - -

                                                          

 15 414 10 033 16 118 18

Taxation paid                                                           (2 839) (3 029) (145) 0

Operating cash flow before change

in operating assets and liabilities 12 575 7 004 15 973 18

Changes in operating assets and liabilities

Change in trading assets 3 787 281 (315) -

Change in pledged assets 12 (1 053) (2 040) (3)

Change in loans and advances to banks (3 241) 2 950 (4 758) (3)

Change in loans and advances to customers (8 331) (1 237) (11 593) (5)

Change in other assets (700 ) (14 475) (22 237) (24)

Change in trading liabilities (748) (3 270) 1 323 (3)

Change in deposits from banks 7 292 2 997 10 393 4

Change in deposits from customers (60 ) 11 259 20 226 30

Change in other provisions and liabilities 1 022 (1 591) 4 603 (5)

Net cash flow from operating activities                  11 608 2 865 11 575 9

Cash flow from investing activities

Proceeds on disposal of property and equipment            344 62 26 -

Purchase of property and equipment (7 074) (1 426) (1 373) (1)

Net cashflow from investment activities (6 730) (1 364) (1 347) (1)

Net cashflow before financing activities 4 878 1 501 10 228 8

Cash flow from financing activities

Dividend paid (1 056) (881) (38)                        -

Net cashflow from financing activities (1 056) (881) (38) -

Net (decrease)/increase in cash and cash 

Equivalents                                                                 3 822 620 10 190 8

Cash and cash equivalents at the beginning of period 6 377 5 757 9       1

Cash and cash equivalents at the end of period    10 199 6 377 10 199         9

Statement of Changes in Equity (cont’d)
For the year ended 31 December 2007

Notes to the Financial Statements
For the year ended and as at 31 December 2007

Inflation adjusted Historical cost
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