PART F: FINANCIAL INORMATION

N

1. General Information

The main business of the company, which is incorporated in Zimbabwe, is investment holding in companies which provide

commercial banking services, mortgage loans, stock broking and reinsurance services. The company is also involved in manufacturing

through a 59% owned subsidiary acquired through realisation of collateral on a non-performing loan receivable.

2 Basis of Preparation
The consolidated financial statements have been prepared based on the historical cost approach except for the following

classes of assets which are stated at fair value:
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Financial instruments carried at fair value
Investment property

Freehold land and buildings

Plant

Change in functional currency

Following the introduction of the national multi-currency regime in February 2009, it should be noted that the
functional currency in use in the Group for practical purposes is the United States Dollar (US$) with effect from
the 1st of January 2009.

Non-compliance with International Financial Reporting Standard
The financial statements do not comply with IFRSs in the manner noted in the following paragraphs:

IAS 21: The Effects of Changes in Foreign Exchange Rates requires that an entity restates its comparatives upon
a change in functional currency by using the closing exchange rate as at the previous year end. As there
were numerous exchange rates that prevailed as at the end of 2008, an appropriate closing exchange rate
could not be determined for purposes of the required restatement.

IAS 29: Financial reporting in hyperinflationary economies requires that all transactions and balances that are
in the currency of a hyperinflationary economy should be adjusted for the effects of inflation before
conversion to the alternative presentation currency using the spot exchange rate at the date of conversion.
Due to lack of inflation indices, which were last published in July 2008, such a requirement could not
be complied with.

The financial statements have not complied with IAS 1: Presentation of financial statements as they do
not show prior period comparatives. Due to the hyperinflationary environment prevailing in 2008,
comparatives could not be objectively converted to the new functional and presentation currency due to
a multiplicity of exchange rates and unavailability of inflation indices from August to December 2008.

Basis of determination of opening balances

In view of the difficulties noted in part (b) of the basis of preparation, with regards to complying with the

requirements of IFRSs in respect of 1AS 29 and IAS 21, the Group applied guidance issued jointly by the PAAB,

the ZAPB and the Zimbabwe Stock Exchange in August 2009. In this respect the following procedures were followed

in coming up with opening balances from the old functional currency (Zimbabwe dollars) to the new functional

currency (United States of America dollars):

s Cash and financial instruments denominated in currencies other than the Zimbabwe dollar were converted
into United States of America dollars using the cross exchange rates prevailing on 1 January 2009

S Monetary assets and liabilities denominated in Zimbabwe dollars including loans and advances which were
not renegotiated into amounts denominated in other currencies were taken as nil.

s Deposits in other currencies other than the Zimbabwe dollars were converted using the cross exchange rates
prevailing on 1 January 2009. Deposits denominated in Zimbabwe dollars were taken as nil.
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s Other liabilities were determined by establishing settlement amounts with the creditor or supplier.

s Owner occupied properties were carried at fair values determined by independent external valuers as at 31
December 2008.

s Other property, plant and equipment were carried at deemed costs, being either the estimated fair value
amounts or depreciated replacement costs determined by independent external valuers as at 31 December
2008.

s Other assets were valued using the fair values prevailing in the market.

s Non-distributable reserve was derived as the difference between total assets and total liabilities as stated in
the new functional currency, United States of America dollars at 1 January 2009.

s Deferred tax was calculated using the balance sheet liability method in line with 1AS12 and was provided for
at effective tax rates against the carrying amounts of all property, plant and equipment. Initially nil income
tax values were applied to these opening balances until guidance on the implementation of transitional
provisions was issued which resulted in the opening balances being adjusted for these provisions. Thus subject
to Zimra approval, which is still outstanding.

s The impact of share based payment transactions on the Group’s opening balances could not be established
as at 1 January 2009 due to the unavailability of key inputs into the Black Scholes Model which the Group
used to ascertain the fair value of its share options. At 31 December 2009 the Intrinsic Value Method was
then applied in determining the fair value of these share options due to the difficulty experienced in applying
the Black Scholes Model.

Use of estimates and judgments

The preparation of financial statement 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 reviewed on
an ongoing basis. Revisions to accounting estimates are recognized in the period in which the estimate is revised
and in any future periods affected.

In particular, information about significant areas of estimation uncertainty and critical judgments in applying
accounting policies that have the most significant effect on the amount recognized in the financial statements are

listed below:

s Share based payments

s Loan loss impairment

s Fraud recoveries

s Deferred taxation

s Impairment of non-financial assets

s Useful lives of classes of PPE

s Opening balances

s Exchange gains/ losses/ use of average exchange rates
s Provision for technical assets and liabilities
s Contingent assets and liabilities

Basis of consolidation

(i) Subsidiaries
Subsidiaries are entities controlled by the Group. Control exists when the Group has the power, directly or
indirectly, to govern the financial and operating policies of an entity so as to obtain benefits from its activities.
In assessing control, potential voting rights that presently are exercisable or convertible are taken into account.
The financial statements of subsidiaries are included in the consolidated financial statements from the date
that control commences until the date control ceases.
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Acquisitions from entities under common control

Business combinations arising from transfers of interests in entities that are under the control of the shareholder that
controls the Group are accounted for as if the acquisition had occurred at the beginning of the earliest comparative
period presented or, if later, at the date that common control was established; for this purpose comparatives are
restated. The assets and liabilities acquired are recognised at the carrying amounts recognised previously in the Group's
controlling shareholder's consolidated financial statements. The components of equity of the acquired entities are
added to the same components within Group equity except that any share capital of the acquired entities is recognised
as part of share premium. Any cash paid for the acquisition is recognised directly in equity.

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.

Investments in associates

Investments in associates are accounted for by the equity method of accounting. Under this method the company's
share of post-acquisition profit or losses of associates is recognized in the statement of comprehensive income and
its share of post acquisition movements in reserves is recognised in reserves. The cumulative post-acquisition
movements are adjusted against the cost of investment. Associates are entities over which the Group generally has
between 20% to 50% of the voting rights, or over which the Group has significant influence, but which it does not
control. Unrealized gains on transactions between the Group and its associates are eliminated to the extent of the
Group's interest in associates: unrealized losses are eliminated unless the transaction provides evidence of an impairment
of the assets transferred. The Group's investment in associates includes goodwill (net of accumulated amortization)
on acquisition. When the Group's share of losses in the associate equals or exceeds the interest in associate, the Group
does not recognize further losses, unless the Group has incurred obligations or made payments on behalf of the
associate.

Investments in associates classified as held for sale are accounted for at fair value through profit or loss, with any gains
or losses being recognized in the statement of comprehensive income.

Share capital
Ordinary shares are classified as equity.

Incremental costs directly attributable to the issue of new shares or options are shown in equity as a deduction from
the proceeds. Incremental costs directly attributable to the issue of new shares or options, or for the acquisition of a
business, are included in the cost of acquisition as part of the purchase consideration.

Where any Group company purchases the Company's equity share capital (treasury shares), the consideration paid,
including any directly attributable incremental costs, is deducted from equity attributable to the Company's equity
holders until the shares are cancelled or disposed of. Where such shares are subsequently sold or reissued, any
consideration received, net of any directly attributable incremental transaction costs, is included in equity attributable
to the Company's equity holders.

Foreign currency transactions

Transactions in foreign currencies are translated to the United States dollar (US$) at exchange rates ruling at the dates
of the transactions. Monetary assets and liabilities denominated in foreign currencies at the reporting date are
retranslated to the functional currency at the exchange rate at that date, after adjustment for effective interest and
payments during the period. Non-monetary assets and liabilities, denominated in foreign currencies, that are measured
at fair value are restated to the functional currency at the date that fair value was determined. Foreign currency
differences are recognized in the statement of comprehensive income.

26

info@fbce.co.zw



FBC HOLDINGS LIMITED ACCOUNTING POLICIES

N

(h)

Financial instruments

(i) Classifications

(D)

@iii)

@

(b)

©)

(d)

Held-to-maturity

Held-to-maturity financial assets are non-derivative assets with fixed or determinable payments and fixed maturity
that the Group has the positive intent and ability to hold to maturity, and which are not designated at fair value
through profit or loss or available-for-sale.

Fair value through profit or loss

This category has two subcategories:

s Designated. The first includes any financial asset that is designated on initial recognition as one to be
measured at fair value with fair value changes in profit or loss.

s Held for trading. The second such category includes financial assets that are held for trading. All derivatives
(except those designated hedging instruments) and financial assets acquired or held for the purpose of selling
in the short term or for which there is a recent pattern of short-term profit taking are considered to be held
for trading.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted

in an active market other than:

s those that the entity intends to sell immediately or in the near term which may be classified as held for
trading, and those that the entity upon initial recognition designates as at fair value through profit or loss;

s those that the entity upon initial recognition designates as available for sale; or

s those for which the holder may not recover substantially all of its initial investment, other than because of
credit deterioration which shall be classified as available for sale.

Available-for-sale
Available-for-sale financial assets are non-derivative investments that are not designated as another category

of financial assets. Unquoted equity securities whose fair value cannot be reliably measured are carried at cost.
All other available-for-sale investments are carried at fair value.

Initial recognition

The

Group initially recognises loans and advances, deposits, debt securities issued and subordinated liabilities 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 recognized on the trade date at which the Group becomes a party to the

contractual provisions of the instrument.

Initially, financial assets and liabilities are measured at fair value (including transaction costs, for assets and liabilities

not

measured at fair value through profit or loss).

Subsequent measurement

Subsequently, financial assets and liabilities (including derivatives) are measured at fair value, with the following

exceptions:

Loans and receivables, held-to-maturity investments, and non-derivative financial liabilities are measured at
amortised cost using the effective interest method.

Investments in equity instruments with no reliable fair value measurement (and derivatives indexed to such
equity instruments) are measured at cost.

Financial assets and liabilities that are designated as a hedged item or hedging instrument are subject to
measurement under the hedge accounting requirements of the 1AS 39.

Financial liabilities that arise when a transfer of a financial asset does not qualify for derecognition, or that are
accounted for using the continuing-involvement method, are subject to particular measurement requirements.
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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, cancelled or expire.

The Group enters into transactions whereby it transfers assets recognised on its statement of financial position, but
retains either all risks and rewards of the transferred assets or a portion of them. If all or substantially all risks and
rewards are retained, then the transferred assets are not derecognised from the statement of finanical position.
Transfers of assets with retention of all or substantially all risks and rewards include, for example, securities lending
and repurchase transactions. When assets are sold to a third party with a concurrent total rate of return swap on
the transferred assets, the transaction is accounted for as a secured financing transaction similar to repurchase
transactions. In transactions where the Group neither retains nor transfers substantially all the risks and rewards
of ownership of a financial asset, it derecognises the asset if control over the asset is lost.

The rights and obligations retained in the transfer are recognised separately as assets and liabilities as appropriate.
In transfers where control over the asset is retained, the Group continues to recognise the asset to the extent of its
continuing involvement, determined by the extent to which it is exposed to changes in the value of the transferred
asset.

The Group also derecognises certain assets when it charges off balances pertaining to the assets deemed to be
uncollectible.

Offsetting

Financial assets and liabilities are set off and the net amount presented in the statement of financial position when,
and only when, the Group has a legal right to set off the amounts and intends either to settle on a net basis or to
realise the asset and settle the liability simultaneously.

Income and expenses are presented on a net basis only when permitted by the accounting standards, or for gains
and losses arising from a group of similar transactions such as in the Group’s trading activity.

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.

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.

Identification and measurement of impairment

At each statement of financial position 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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The Group considers evidence of impairment at both a specific asset and collective level. All individually
significant financial assets are assessed for specific impairment. All significant assets found not to be
specifically impaired are then collectively assessed for any impairment that has been incurred but not yet
identified. Assets that are not individually significant are then collectively assessed for impairment by grouping
together financial assets (carried at amortised cost) with similar risk characteristics.

Objective evidence that financial assets (including equity securities) are impaired can include default or
delinquency by a borrower, restructuring of a loan or advance by the Group on terms that the Group would
not otherwise consider, indications that a borrower or issuer will enter bankruptcy, the disappearance of an
active market for a security, or other observable data relating to a group of assets such as adverse changes
in the payment status of borrowers or issuers in the group, or economic conditions that correlate with defaults
in the group.

In assessing collective impairment the Group uses historical trends of the probability of default, timing of
recoveries and the amount of loss incurred, adjusted for management’s judgement as to whether current
economic and credit conditions are such that the actual losses are likely to be greater or less than suggested
by historical trends. Default rates, loss rates and the expected timing of future recoveries are regularly
benchmarked against actual outcomes to ensure that they remain appropriate.

Impairment losses on assets carried at amortised cost are measured as the difference between the carrying
amount of the financial assets and the present value of estimated cash flows discounted at the assets’ original
effective interest rate. Losses are recognised in profit or loss and reflected in an allowance account against
loans and advances. Interest on the impaired asset continues to be recognised through the unwinding of the
discount.

When a subsequent event causes the amount of impairment loss to decrease, the impairment loss is reversed
through profit or loss.

The Reserve Bank of Zimbabwe requires the Group to provide statutory provisions rather than impairment
losses on loans and advances in accordance with I1AS39. Where the statutory provisions are higher than the
IAS39 impairment losses, the excess is treated as an appropriation to regulatory provisions reserve.

Impairment losses on available-for-sale investment securities are recognised by transferring the difference
between the amortised acquisition cost and current fair value out of equity to profit or loss. When a subsequent
event causes the amount of impairment loss on an available-for-sale debt security to decrease, the impairment
loss is reversed through profit or loss.

However, any subsequent recovery in the fair value of an impaired available-for-sale equity security is
recognised directly in equity. Changes in impairment provisions attributable to time value are reflected as
a component of interest income.

Designation at fair value through profit or loss

The Group has designated financial assets and liabilities at fair value through profit or loss when either:
s the assets or liabilities are managed, evaluated and reported internally on a fair value basis;
s the designation eliminates or significantly reduces an accounting mismatch which would otherwise
arise.
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Cash and cash equivalents

Cash and cash equivalents include notes and coins on hand, unrestricted balances held with the Central Bank and
highly liquid financial assets with original maturities of less than three months, which are subject to insignificant
risk of changes in their fair value, and are used by the Group in the management of its short-term commitments.

Cash and cash equivalents are carried at amortised cost in the statement of financial position.

Loans and Advances

Loans originated by the Group by providing money directly to the borrower other than those that are originated
with the intent of being sold immediately or in the short term which are recorded as trading assets, are categorized
as loans originated by the Group and are carried at amortised cost using the effective interest method, which is
defined as the fair value of cash consideration given to originate those loans as is determinable by reference to
market prices at origination date. Third party expenses, such as legal fees, incurred in securing a loan are treated
as part of the cost of the transaction.

Originated loans include mortgage advances, loans and advances to banks and customers, mortgage advances and
secured and unsecured loans. All mortgage advances, secured and unsecured loans are recognized when cash is
advanced to borrowers.

Provisions for bad and doubtful debts are held in respect of loans and advances to customers.

s Specific provisions against bad and doubtful debts are made on the basis of regular reviews of loans and
advances.

s General provisions are made in relation to losses which, though not separately identified are known from
experience to exist in any loan portfolio.

Provisions are applied to write off an advance when all security has been realised and further recoveries are
considered to be unlikely. Interest on loans and advances is accrued to income until such time as reasonable doubt
exists about its ability to collect; thereafter and until all or part of the loan is written off, interest continues to
accrue on customers' accounts, but is not included in income. Such suspended interest is deducted from loans and
advances to customers.

Investments securities

Investment securities are initially measured at fair value plus incremental direct transaction costs except that
transaction costs for fair value through profit or loss are immediately expensed and subsequently accounted for
depending on their classification as either held-to-maturity, fair value through profit or loss, or available-for-sale.

Interest income is recognised in profit or loss using the effective interest method. Dividend income is recognised
in profit or loss when the Group becomes entitled to the dividend. Foreign exchange gains or losses on available-
for-sale debt security investments are recognised in profit or loss.

Other fair value changes are recognised directly in equity until the investment is sold or impaired and the balance
in equity is recognised in profit or loss.

Property, plant and equipment

(i) Recognition and measurement
Items of property, plant and equipment are measured at cost less accumulated depreciation and impairment
losses, with the exception of Freehold land and buildings which is valued annually by an independent
appraiser.
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Cost includes expenditures that are directly attributable to the acquisition of the asset. The cost of self-
constructed assets includes the cost of materials and direct labour, any other costs directly attributable to
bringing the asset to a working condition for its intended use, and the costs of dismantling and removing
the items and restoring the site on which they are located. Purchased software that is integral to the functionality
of the related equipment is capitalized as part of that equipment.

When parts of an item of property or equipment have different useful lives, they are accounted for as separate
items (major components) of property, plant and equipment.

Subsequent costs

The cost of replacing part of an item of property or equipment is recognised in the carrying amount of the
item if it is probable that the future economic benefits embodied within the part will flow to the Group and
its cost can be measured reliably. The costs of the day-to-day servicing of property, plant and equipment are
recognised in profit or loss when incurred.

Depreciation

Depreciation is recognised in profit or loss on a straight-line basis over the estimated useful lives of each part
of an item of property, plant and equipment. Leased assets are depreciated over the shorter of the lease term
and their useful lives. Land is not depreciated.

Depreciation methods, useful lives and residual values are reassessed at the reporting date.

Gains and losses on disposals are determined by comparing proceeds with carrying amount. These are
included in the statement of comprehensive income.

Freehold land and buildings are reported at open market value whilst subsequent additions between valuation
dates are shown at cost. Any revaluation surplus is credited to the revaluation reserve except to the extent
that it reverses a revaluation loss of the same asset previously recognized in the statement of comprehensive
income. A revaluation loss is recognized in the statement of comprehensive income to the extent that it offsets
a previous surplus on the same asset.

Investment properties

Investment property is property held either to earn rental income or for capital appreciation or for both. Other

property has been acquired through the enforcement of security over loans and advances.

Investment property is initially measured at cost and subsequently measured at fair value with any changes therein

recognised in profit or loss in other operating income.

Intangible assets

Q)

Goodwill

Goodwill (negative goodwill) arises on the acquisition of subsidiaries. Goodwill represents the excess of the
cost of the acquisition over the Group’s interest in the net fair value of the identifiable assets, liabilities and
contingent liabilities of the acquiree. When the excess is negative (negative goodwill), it is recognised
immediately in profit or loss.

Acquisitions of minority interests
Goodwill arising on the acquisition of a minority interest in a subsidiary represents the excess of the cost of
the additional investment over the carrying amount of the net assets acquired at the date of exchange.
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Subsequent measurement
Goodwill is measured at cost less accumulated impairment losses.

Leased assets

Leases in terms of which the Group assumes substantially all the risks and rewards of ownership are classified as
finance leases. Upon initial recognition the leased asset is measured at an amount equal to the lower of its fair
value and the present value of the minimum lease payments. Subsequent to initial recognition, the asset is accounted
for in accordance with the accounting policy applicable to that asset.

Other leases are operating leases and, except for investment property, the leased assets are not recognised on the
Group’s statement of financial position. Investment property held under an operating lease is recognised on the
Group’s statement of financial position at its fair value.

Impairment of non-financial assets

The carrying amounts of the Group’s non-financial assets, other than investment property and deferred tax assets,
are reviewed at each reporting date to determine whether there is any indication of impairment. If any such
indication exists then the asset’s recoverable amount is estimated. The recoverable amount of goodwill is estimated
at each reporting date.

An impairment loss is recognised if the carrying amount of an asset or its cash-generating unit exceeds its recoverable
amount. A cash-generating unit is the smallest identifiable asset group that generates cash flows that largely are
independent from other assets and groups. Impairment losses are recognised in profit or loss. Impairment losses
recognised in respect of cash-generating units are allocated first to reduce the carrying amount of any goodwill
allocated to the units and then to reduce the carrying amount of the other assets in the unit (group of units) on a
pro rata basis.

The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its fair value less
costs to sell. In assessing value in use, the estimated future cash flows are discounted to their present value using
a pre-tax discount rate that reflects current market assessments of the time value of money and the risks specific
to the asset.

An impairment loss in respect of goodwill is not reversed. In respect of other assets, impairment losses recognised
in prior periods are assessed at each reporting date for any indications that the loss has decreased or no longer
exists. An impairment loss is reversed if there has been a change in the estimates used to determine the recoverable
amount. An impairment loss is reversed only to the extent that the asset’s carrying amount does not exceed the
carrying amount that would have been determined, net of depreciation or amortisation, if no impairment loss had
been recognised.

Deposits, debt securities issued and subordinated liabilities
Deposits, debt securities issued and subordinated liabilities are the Group’s sources of debt funding.

When the Group sells a financial asset and simultaneously enters into a “repo” or “stock lending” agreement to
repurchase the asset (or a similar asset) at a fixed price on a future date, the arrangement is accounted for as a
deposit, and the underlying asset continues to be recognised in the Group’s financial statements.

The Group classifies capital instruments as financial liabilities or equity instruments in accordance with the
substance of the contractual terms of the instrument.

Deposits, debt securities issued and subordinated liabilities are initially measured at fair value plus transaction
costs, and subsequently measured at their amortised cost using the effective interest method, except where the
Group chooses to carry the liabilities at fair value through profit or loss.
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The Group carries some deposits, debt securities and subordinated liabilities at fair value, with fair value changes
recognised immediately in profit or loss.

Provisions

A provision is recognised if, as a result of a past event, the Group has a present legal or constructive obligation that
can be estimated reliably, and it is probable that an outflow of economic benefits will be required to settle the
obligation. Provisions are determined by discounting the expected future cash flows at a pre-tax rate that reflects
current market assessments of the time value of money and, where appropriate, the risks specific to the liability.

A provision for restructuring is recognised when the Group has approved a detailed and formal restructuring plan,
and the restructuring either has commenced or has been announced publicly. Future operating costs are not
provided for.

A provision for onerous contracts is recognised when the expected benefits to be derived by the Group from a
contract are lower than the unavoidable cost of meeting its obligations under the contract. The provision is measured
at the present value of the lower of the expected cost of terminating the contract and the expected net cost of
continuing with the contract. Before a provision is established, the Group recognises any impairment loss on the
assets associated with that contract.

Financial guarantees

Financial guarantees are contracts that require the Group to make specified payments to reimburse the holder for
aloss it incurs because a specified debtor fails to make payment when due in accordance with the terms of a debt
instrument.

Financial guarantee liabilities are initially recognised at their fair value, and the initial fair value is amortised over
the life of the financial guarantee. The guarantee liability is subsequently carried at the higher of this amortised
amount and the present value of any expected payment (when a payment under the guarantee has become probable).
Financial guarantees are included within other liabilities.

Employee benefits

(i) Postemployment benefits
Post employment benefits are employee benefits (other than termination benefits) which are payable after
completion of employment.

Obligations for contributions to defined contribution pension plans are recognised as an expense in profit
or loss when they are due. Prepaid contributions are recognized as an asset to the extent that a cash refund
or a reduction in the future payments is available.

Pension obligation

The Group provides for retirement benefit obligation in respect of its employees as follows;
s FBCH Pension Fund — Defined Contribution Fund

s National Social Security Authority (NSSA) - Defined Benefit Fund. Contributions to NSSA are made in
terms of statutory regulations and are charged against income as incurred

A defined contribution plan is a pension plan under which the Group pays fixed contributions into a separate
entity. The Group 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.
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(ii) Profitsharing and bonus plans
The Group recognizes a liability and an expense for profit sharing and bonuses based on a formula that takes
into consideration the profit attributable to the company’s shareholders after an external audit. The Group
recognizes a provision where contractually obliged or where there is a past practice that has created a
constructive obligation.

(iii) Termination benefits

Termination benefits are benefits payable as a result of the Group’s decision to terminate employment before
normal retirement date (or contractual date) or employee’s decision to accept voluntary redundancy in
exchange of those benefits. Termination benefits are recognised as an expense when the Group is demonstrably
committed, without realistic possibility of withdrawal, to a formal detailed plan to terminate employment
before the normal retirement date. Termination benefits for voluntary redundancies are recognised if the
Group has made an offer encouraging voluntary redundancy, it is probable that the offer will be accepted,
and the number of acceptances can be estimated reliably.

(iv) Short-term benefits
Short-term benefits are employee benefits (other than termination benefits) which fall due wholly within
twelve months after the end of the period in which the employees render services. Short-term employee
benefit obligations are measured on an undiscounted basis and are expensed as the related service is provided.

A provision is recognised for the amount expected to be paid under short-term cash bonus or profit-sharing
plans if the Group has a present legal or constructive obligation to pay this amount as a result of past service
provided by the employee and the obligation can be estimated reliably.

(v) Share-based payment transactions

The grant date fair value of options granted to employees is recognised as an employee expense, with a
corresponding increase in equity, over the period in which the employees become unconditionally entitled
to the options. The amount recognised as an expense is adjusted to reflect the actual number of share options
that vest.

The fair value of the amount payable to employees in respect of share appreciation rights, which are settled
in cash, is recognised as an expense, with a corresponding increase in liabilities, over the period in which
the employees become unconditionally entitled to payment.

Earnings per share

The Group presents basic, diluted and headline earnings per share (EPS) data for its ordinary shares. Basic EPS
is calculated by dividing the profit or loss attributable to ordinary shareholders of the Group by the weighted
average number of ordinary shares outstanding during the period. Diluted EPS is determined by adjusting the
profit or loss attributable to ordinary shareholders and the weighted average number of ordinary shares outstanding
for the effects of all dilutive potential ordinary shares, which comprise share options granted to employees.

Operating segments

A segment is a distinguishable component of the Group that is engaged either in providing products or services
(business segment), or in providing products or services within a particular economic environment (geographical
segment), which is subject to risks and rewards that are different from those of other segments. The Group’s
primary format for segment reporting is based on business segments.

Interest

Interest income and expense are recognised in the statement of comprehensive income using the effective interest
method. The effective interest rate is the rate that exactly discounts the estimated future cash payments and
receipts through the expected life of the financial asset or liability (or, where appropriate, a shorter period) to the
carrying amount of the financial asset or liability. The effective interest rate is established on initial recognition
of the financial asset and liability and is not revised subsequently.
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The calculation of the effective interest rate includes all fees and charges paid or received, transaction costs, and
discounts or premiums that are an integral part of the effective interest rate. Transaction costs are incremental
costs that are directly attributable to the acquisition, issue or disposal of a financial asset or liability.

Interest income and expense presented in the statement of comprehensive income include:
s interest on financial assets and liabilities at amortised cost on an effective interest rate basis
s interest on available-for-sale investment securities on an effective interest basis

Interest income and expense on all trading assets and liabilities are considered to be incidental to the Group’s
trading operations and are presented together with all other changes in the fair value of trading assets and liabilities
in net trading income.

Net trading and dealing income
Net trading income comprises gains less losses related to trading assets and liabilities, and includes all realised
and unrealised fair value changes, interest, dividends and foreign exchange gains or losses.

Fees and commissions

Fees and commission income and expenses that are integral to the effective interest rate on a financial asset or
liability are included in the measurement of the effective interest rate. Other fees and commission income, including
account servicing fees, investment management fees, sales commission, placement fees and syndication fees, are
recognised as the related services are performed. When a loan commitment is not expected to result in the draw-
down of a loan, loan commitment fees are recognised on a straight-line basis over the commitment period.

Other fees and commission expense relates mainly to transaction and service fees, which are expensed as the
services are received.

Dividends

Dividend income is recognised when the right to receive income is established. Usually this is the ex-dividend date
for equity securities. Dividends are reflected as a component of net trading income, net income on other financial
instruments at fair value or other operating income based on the underlying classification of the equity instrument.

Lease payments made

Payments made under operating leases are recognised in profit or loss on a straight-line basis over the term of the
lease. Lease incentives received are recognised as an integral part of the total lease expense, over the term of the
lease.

Minimum lease payments made under finance leases are apportioned between the finance expense and the reduction
of the outstanding liability. The finance expense is allocated to each period during the lease term so as to produce
a constant periodic rate of interest on the remaining balance of the liability. Contingent lease payments are
accounted for by revising the minimum lease payments over the remaining term of the lease when the lease
adjustment is confirmed.

Income tax expense
Income tax expense comprises current and deferred tax. Income tax expense is recognised in the statement of
comprehensive income except to the extent that it relates to items recognised directly in equity, in which case it
is recognised in equity.
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Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantively
enacted at the statement of financial position date, and any adjustment to tax payable in respect of previous years.

Deferred tax is provided using the statement of financial position method, providing for temporary differences
between the carrying amounts of assets and liabilities for financial reporting purposes and the amounts used for
taxation purposes. Deferred tax is not recognised for the following temporary differences: the initial recognition
of goodwill, the initial recognition of assets or liabilities in a transaction that is not a business combination and
that affects neither accounting nor taxable profit, and differences relating to investments in subsidiaries to the
extent that they probably will not reverse in the foreseeable future. Deferred tax is measured at the tax rates that
are expected to be applied to the temporary differences when they reverse, based on the laws that have been enacted
or substantively enacted by the reporting date.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be available
against which the asset can be utilised. Deferred tax assets are reviewed at each reporting date and are reduced
to the extent that it is no longer probable that the related tax benefit will be realised.

Additional income taxes that arise from the distribution of dividends are recognised at the same time as the liability
to pay the related dividend is recognised.

Insurance contracts

Recognition and measurement

(i) Revenue
Gross premiums written reflect business written during the year, and exclude any taxes or duties based on
premiums. Premiums written include estimates for ‘pipeline’ premiums and adjustments to estimates of
premiums written in previous years. The earned proportion of premiums is recognized as revenue. Premiums
are earned from the date of attachment of risk, over the indemnity period, based on the pattern of the risks
underwritten.

(ii) Unearned premium provision
The provision of unearned premiums comprises the proportion of premiums of gross premiums written
which is estimated to be earned in the following or subsequent financial years, computed separately for each
insurance contract using the daily pro rata method, adjusted if necessary to reflect any variation in the
incidence of risk during the period covered by the contract.

(iii) Claims
Claims incurred comprise the settlement and handling costs of paid and outstanding claims arising from
events occurring during the financial year together with adjustments to prior year claims provisions.

Claims outstanding comprise provisions for the company’s estimate of the ultimate cost of settling all the
claims incurred but unpaid at the statement of financial position date whether reported or not, and related
internal and external claims handling expenses and an appropriate prudential margin. Claims outstanding
are assessed by reviewing individual claims and making allowance for claims incurred but not yet reported,
the effect of both internal and external foreseeable events, such as claims handling procedures, inflation,
judicial trends, legislative changes and past experience and trends.

Provisions for claims outstanding are not discounted. Adjustments to claims provisions established in prior
years are reflected in the financial statements of the period in which the adjustments are made and disclosed
separately if material. The methods used, and the estimates made, are reviewed regularly.
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Unexpired risk provision

Provision is made for unexpired risks arising from general insurance contracts where the expected value of
claims and expenses attributable to the unexpired periods of policies in force at the statement of financial
position date exceeds the unearned premiums provision in relation to such policies after the deduction of
any deferred acquisition costs. The provision of unexpired risk is calculated by reference to classes of business
which are managed together, after taking into account the future investment return on investments held to
back the unearned premiums and unexpired claims provision.

Reinsurance assets

The company cedes reinsurance in the normal course of business for the purpose of limiting its net loss
potential through the diversification of its risks. Assets, liabilities and income expense arising from ceded
reinsurance contracts are presented separately from the related assets, liabilities, income and expense from
the related insurance contract because the reinsurance arrangements do not relieve the company from its
direct obligations to its policyholders.

Only rights under contracts that give rise to a significant transfer of insurance risk are accounted for as
reinsurance assets. Rights under contracts that do not transfer significant insurance risk, are accounted for
as financial instruments.

Reinsurance premiums for ceded reinsurance are recognized as an expense on a basis that is consistent with
the recognition basis for the premiums on the related insurance contract. For general insurance business,
reinsurance premiums are expensed over the period that the reinsurance cover is provided based on the
expected pattern of the reinsured risks. The unexpensed portion of ceded reinsurance premiums is included
in the reinsurance assets.

The net amounts paid to the reinsurer at the inception of a contract may be less than the reinsurance assets
recognized by the company in respect of rights under contracts. Any difference between the premium due
to the reinsurer and the reinsurance asset recognized is included in the statement of comprehensive income
in the period in which the reinsurance premium is due.

The amounts recognized as reinsurance assets are measured on a basis that is consistent with the measurement
of the provisions held in respect of the related insurance contracts.

Reinsurance assets include recoveries due from reinsurance companies in respect of claims paid. These are
classified as loans and receivables and are included within insurance and other receivables in the statement
of financial position.

Reinsurance assets are assessed for impairment at each balance sheet date. An asset is deemed impaired if
there is objective evidence, as a result of an event that occurred after its initial recognition, that the company
may not recover all amounts due, and that the event has a reliably measurable impact on the amounts that
the company will receive from the retrocessionaire.

Deferred acquisition costs

Costs incurred in acquiring general insurance, annuity and life assurance contracts are deferred to the extent
that they are recoverable out of future margins. Acquisitions costs include direct cost such as commission
and medical fees and indirect costs such as administrative expenses connected with the processing of proposals
and issuing of policies.

Deferred acquisition costs are amortised over the period in which the costs are expected to be recoverable
out of future margins in the revenue from the related contracts. The rate of amortization is consistent with
the pattern of emergency of such margins.
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For general insurance contracts the deferred acquisition cost asset represents the proportion of acquisition
costs which corresponds to the proportion of gross premiums written which is unearned at the statement
of financial position date.

Related parties

Parties are considered to be related if one party has the ability to control the other party or exercise significant
influence over the other party in making financial and operating decisions. The Group has related party
relationships with its shareholders, subsidiaries, associates and key management employees. Transactions
and balances with related parties are shown in note 11.

Revenue
This accounting policy specifically relates to the manufacturing subsidiary.

Revenue represents amounts invoiced to customers for goods supplied and services rendered, net of value
added tax and allowances for defective goods. Revenue from the sale of goods is recognized when the significant
risks and rewards of ownership have been transferred to the buyer. Revenue is measured at the fair value
of the consideration received or receivable. No revenue is recognized if there are significant uncertainties
regarding recovery of the consideration due, measurement of the associated costs incurred to earn the revenue
or the possible return of the goods.

Inventories
This accounting policy specifically relates to the manufacturing and building society subsidiaries.

Inventories are valued at the lower of cost and estimated net realisable value. Cost is determined on the
weighted average basis. Estimated net realizable value is the estimated selling price in the ordinary course
of business less any costs of completion and disposal.
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N

As at 31 December 2009

Notes Us$
Assets
Cash and cash equivalents 1 81226 175
Trading assets 2.1 212 377
Loans and advances to customers 3.1 21693 546
Investment securities 2.2 1686 142
Investment securities held for sale 23 1062534
Other assets 3.2 13 852 516
Investment in associate 4 437 310
Investment properties 5 575 000
Property, plant and equipment 6 43 406 436
Total assets 164 152 036
Liabilities
Deposits from banks 7.2 1330 696
Deposits from customers 7.1 94 816 788
Current tax liabilities 1240 889
Deferred tax liabilities 8.1 8293 603
Other liabilities 7.3 9479 559
Total liabilities 115161535
Equity
Share capital and share premium -
Retained earnings 4835929
Other reserves 10 32827 256
Total attributable to equity holders of the parent company 37663185
Non-controlling interest 11327 316
Total equity m
Total equity and liabilities "~ 164152036
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For the year ended 31 December 2009

2009

Notes uUss
Interest income 12 5872 317
Interest expense 13 (1466 193)
Net interest income 4406 124
Fee and commission income 14.1 6 903 362
Fee and commission expense 14.2 (2450 791)
Net fee and commission income 4 452 571
Net trading income 15 14 829 070
Net income from financial instruments carried at fair value 16 345675
Other operating income 17 6408 138
Total income 30441578
Operating expenses
Impairment loss on financial assets 35 (149 430)
Personnel expenses 18 (7876 631)
Depreciation and amortisation 6 (2 142 656)
Other expenses 19 (14 099 140)
Total operating expenses (24 267 857)
Operating profit 6173721
Share of results of associate 4 (171 017)
Profit before income tax 6 002 704
Income tax expense 20 (849 804)
Profit for the period 5152 900
Other comprehensive income
Gains on property revaluation 148 644
General provisions for doubtful debts 3.6 (238 998)
Other comprehensive income, net of income tax (90 354)
Total comprehensive income for the period 5062 546
Profit attributable to:
Owners of the parent company 4835929
Non-controlling interest 316 971
Profit for the period 5152 900
Total comprehensive income attributable to:
Owners of the parent company 4753 601
Non-controlling interest 308 945
Total comprehensive income for the period 5062 546
Earnings per share (US cents)
Basic 21.1 13
Diluted 21.2 1.3
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For the year ended 31 December 2009

Share Share Shareoption Treasury Retained Non distributable Revaluation Regulatory Non-controlling

capital premium reserve shares profit reserves reserve provisions interests

reserve

Balance at 1 January 2009 - - - - - 32,948,983 - - 2,455,911 35,404,894
Total comprehensive income for the period

Profit or loss - - - - 4,835,929 - - - 316,971 5,152,900
Other comprehensive income

Gains on property

revaluation, net of tax - - - - - - 142,334 - - 142,334
Group's share of associates' revaluation gain, net of tax - - - - - - 6,310 - - 6,310
General provisions for doubtful debts, net of tax - - - - - - - (230,972) (8,026) (238,998)
Total other comprehensive income - - - - - - 148,644 (230,972) (8,026) (90,354)
Total comprehensive income for the period - - - - 4,835,929 - 148,644 (230,972) 308,945 5,062,546
Transactions with owners, recorded directly in equity

Contributions by and distributions to owners

Rights issue - - - - - - - - 413,120 413,120
Share based payment transactions - - 82,926 - - - - - - 82,926
Treasury shares purchased - - - (122,325) - - - - - (122,325)
Dividend paid - - - - - - - - - -
Total contributions by and distributions to owners - - 82,926  (122,325) - - - - 413,120 373,721
Changes in ownership interests in subsidiaries that do not

result in a loss of control

Acquisition of non-controlling interest - - - - - - - - 8,149,340 8,149,340
Total transactions with owners - - 82,926  (122,325) - - - - 8,562,460 8,523,061
Balance at 31 December 2009 - - 82,926 (122,325) 4,835,929 32,948,983 148,644 (230,972) 11,327,316 48,990,501
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For the year ended 31 December 2009 _

Notes US$

Cash flows from operating activities

Profit before taxation 6002 704
Adjustments for:
Depreciation and amortisation 6 2142 656
Impairment on loans and advances 3.5 149 430
Profit on disposal of fixed assets (226 010)
Profit on disposal of investment properties (809 045)
Fair value adjustment on investment properties (12 520)
Share of results of associate 4 171017
Equity settled share based payments 82926
Impairment losses on fixed assets 111 297
Gain on acquisition of subsidiary 32 (4 826 234)
Net cash generated before changes in operating assets and liabilities 2786 221
Change in trading assets 2287623
Change in loans and advances to customers (14 876 032)
Change in investment securities held for sale (1062 534)
Change in other assets (7 957 641)
Change in deposits from banks (4 565 921)
Change in deposits from customers 91933424
Change in other provisions and liabilities 4108 373
72653513
Income tax paid (73 563)
Net cash flow from operating activities 72579950

Cash flows from investing activities

Net cash on investment securities (682 186)
Purchase of property, plant and equipment (891 839)
Proceeds from sale of investment properties 809 045
Proceeds from sale of property, plant and equipment 1863048
Acquisition of subsidiary (6 298 866)
Net cash flow used in investing activities W)
Net cash flows before financing activities 67 379 152

Cash flows from financing activities

Share issue and minority contribution 413120
Treasury shares (122 325)
Net cash flows from financing activities 290 795
Cash and cash equivalents at the beginning of the year 13 556 228
Cash and cash equivalents at the end of the year 81226 175
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Note UsSs$
1. CASH AND CASH EQUIVALENTS
Unrestricted balances with the RBZ 19392133
Balances with other banks and cash 61834 042
81226175
2. INVESTMENTS
2.1 Trading assets
Money market investments 212 377
2.2 Investment securities
Equity investments 1686 142
The Group’s quoted equity investments have been designated
at fair value through profit or loss upon initial recognition.
2.3 Investments held for sale
Equity investments 1062534
The Group's banking subsidiary realised equities of Steelnet Limited and General Beltings Limited that had been pledged
as security on non-performing loans. These investments have been classified as an investments held for sale as their
carrying amount is expected to be recovered principally through a sale transaction. The Central Bank has given the Bank
up to 12 September 2010 to dispose of these investments as banks are prohibited by the Banking Act (Chapter 24:20)
from holding equities. These investments have been designated at fair value through profit or loss upon initial recognition.
Fair value losses of US$35 330 have been recognized in the statement of comprehensive income under "Net income
from other financial instruments carried at fair value" in respect of these investments.
Total investments 2961053
2.4 Maturities (all investments)
Maturing within 1 year 2961053

Maturing after 1 year but within 5 years -
2961053
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3. ADVANCES AND OTHER ACCOUNTS
3.1 Advances maturities
Maturing within 1 year 18 937132
Maturing after 1 year but within 5 years 1744578
Maturing after 5 years 1400 264
Gross amount 22081974
Impairment allowance (note 3.6) (388 428)
Carrying amount 21693546
3.2 Other assets
Restricted balances with RBZ 34304
Accounts receivables and prepayments 7097 429
Inventory 4786 435
Technical assets 1546 589
Other 387 759
13 852 516

Inventory relates to the manufacturing and building society subsidiaries finished stock and work in progress.

Technical assets are made up of the reinsurer's share of outstanding losses which is the portion recoverable on
outstanding losses from retrocessionaires. Technical assets also include deferred acquisition costs.

3.3 Irrevocable commitments
There are no irrevocable commitments to extend credit, which can expose the Group to penalties or expense.

3.4 Sectoral analysis of utilizations
(net of impairment allowances)
%

Mining 27835 0.1
Manufacturing 14 403 088 66.4
Mortgage 1380200 6.4
Transport 15004 0.1
Distribution 2023516 9.3
Individuals 2 080 314 9.6
Agriculture 1665 260 7.7
Other services 98 329 0.4

21693546 100.0

As at statement of financial position date, the Group has a 66.4% exposure to the manufacturing sector. The Group has

adequate policies and procedures in place to monitor concentration risk as described in note 34 on financial risk

management.
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3.5 Analysis of credit quality by sector

Neither past due Past Due Total
nor impaired 30-60 days 60-90 days 90-180days over 180 days

Mining 27 835 - - - - 27 835
Manufacturing 14 013 917 206 002 - - 183169 14403088
Mortgage 1380 200 - - - - 1380 200
Transport 15 004 - - - - 15 004
Distribution 1516 733 210742 244911 30018 21112 2023516
Individuals 1947 620 127 541 332 4821 - 2080 314
Agriculture 1624 452 15 142 164 25502 - 1665 260
Other services 84 074 5297 3829 5129 - 98 329

20 609 835 564 724 249 236 65 470 204281 21693546

3.6 Allowances for impairment

Specific Collective Total

allowance allowance allowance

Balance at 1 January 2009 - - -
Impairment allowance through statement of comprehensive income 149 430 - 149 430
Impairment loss through other comprehensive income - 238998 238998
Balance at 31 December 149 430 238998 388 428

The specific allowance is arrived at after discounting registered bond values of security held. The collective allowance has largely
been determined using the risk profiles and regulatory guidence given the limitations encountered in estimating the Group’s
historical loss experience.
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3.7

Exposure to credit risk

(a) Impaired versus unimpaired

Grade C: impaired
Grade D: impaired
Grade E: impaired

Gross amount
Allowance for impairment

Carrying amount

Unimpaired

Grade A:

Grade B:
Gross amount
Allowance for impairment
Carrying amount
Total carrying amount

(b) Past due versus current
Past due comprises

30-60 days

60-90 days

90-180 days

Over 180 days

Carrying amount

Neither past due nor impaired
Grade A: Low fair risk
Grade B: Watch list

Includes amounts with re-negotiated terms

Carrying amount

Total carrying amount

65470
204 281

269 751
(93 206)

176 545

21426512
385711
21812 223
(295 222)

"~ 21517 001
21693546

564 724
249 236
65470
204 281
1083711

20 473 360
136 475

20609 835

21693 546
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3.8

Collateral held against loans and advances

The Group holds collateral against loans and advances in the form of mortgage interests over property, registered equities
and guarantees. Estimates of the fair value are based on the value of collateral assessed at the time of borrowing, and
generally are not updated except when a loan is individually assessed as impaired. Collateral generally is not held over
loans and advances to banks and listed entities, except when securities are held as part of reverse repurchase.

An estimate of the fair value of collateral and other security enhancements held against loans and advances to customers
and banks is shown below:

Against impaired loan:
Property 138 000

Equities B

Against past due but not impaired:

Property 6 443 305
Equities 754 479

Total 7335784

INVESTMENT IN ASSOCIATE

Balance at 1 January 602 017
Share of results before tax (171 017)
Revaluation of property, net of deferred tax 6 310

Balance at 31 December 437 310

The Group's 100% owned reinsurance subsidiary has a 23.06% interest in Eagle Insurance Company (Private) Limited.
As at 31 December 2009 the Group recognised its share of the associate's loss of US$171 017.

The Group acquired a 29% interest in Steelnet Limited, a manufacturing concern, through its banking subsidiary when it
realized collateral pledged for a non-performing loan. This associate has not been equity accounted for due to management's
intention to dispose of the investment in the short term. The investment has therefore been accounted for in accordance
with IFRS 5: Non Current Assets Held for Sale

INVESTMENT PROPERTIES

Opening carrying amount 562 480
Additions -
Fair value adjustments 12 520
Disposals -

575 000

The fair value of the investment properties at 31 December 2009 has been arrived at on the basis of a valuation carried
out by an independent valuer on an open market value method. The valuation was arrived at by reference to market
evidence of transaction prices for similar properties. No liabilities are guaranteed by investment property. Net rentals
received from the investment property for the year amounted to $26 832.
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6. PROPERTY, PLANT AND EQUIPMENT
Movement on property, plant and equipment

Freehold Plantand Computer

premises machinery equipment

Computer Furniture

software office epuip

Motor

vehicles

Opening balance 14,033,040 - 643,758 1,800,000 1,428,518 2,918,802 20,824,118
Acquisition of subsidiary at cost 8,625,790 15,977,163 118,429 53,820 199,369 1,180,021 26,154,592
Revaluation 191,696 - - - - - 191,696
Additions 1,168 - 43,961 - 376,762 416,128 838,019
Impairment (52,643) - (2,012) - (56,642) - (111,297)
Disposals (13,162) - - - - (2,123,702) (2,136,864)
Closing Balance 22,785,889 15,977,163 804,136 1,853,820 1,948,007 2,391,249 45,760,264
ACCUMULATED DEPRECIATION

Opening Balance - - - - - - -
Acquisition of subsidiary 170,530 285,974 27,672 - 11,144 215,678 710,998
Current 411,631 142,995 214,744 360,897 213,968 798,421 2,142,656
Transfer to investment property - - - - - - -
Disposals (271) - - - - (499,555) (499,826)
Closing balance 581,890 428,969 242,416 360,897 225,112 514,544 2,353,828
Net book value 22,203,999 15,548,194 561,720 1,492,923 1,722,895 1,876,705 43,406,436

6.1.

The Group's land and buildings were revalued on 31 December 2009 by independent valuers. Valuations were made on

the basis of open market values using investment income methods. The revaluation gain net of deferred income taxes was
credited to the revaluation reserves in the shareholders' equity. The revaluation loss on other land and buildings has been
recognised as an impairment loss in the statement of comprehensive income. Other assets were also tested for impairment

on the same date through comparison with open market values determined by independent valuers. The impairment loss

resulting has been recognised in the statement of comprehensive income.

The estimated useful lives of the various classes of property, plant and equipment are as follows:

Freehold buildings
Computers - software
Computers - hardware
Motor vehicles

Office equipment
Furniture and fittings
Plant and machinery

50 years

5 years

5 years

5 years

10 years

10 years
5-13 years
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7. DEPOSITS AND OTHER ACCOUNTS
7.1 Amounts due to customers by type
Retail customers
Term deposits 311376
Current deposits 1069 916
Corporate customers
Term deposits -
Current deposits 79523111
Other 13912 385
94 816 788
7.2 Deposits from banks 1330 696
7.3 Other liabilities
Trade and other payables 4441843
Technical liabilities 3544 506
Other liabilities 1493 210
9479 559
Total deposits and other accounts 105 627 043

Technical liabilities are made up of gross outstanding claims and unearned premium reserve. Gross outstanding claims
includes incurred but not reported losses and is provided for at 7% of net premium written plus actual claims that have
not been finalised as at reporting date.

7.4 Maturity analysis of deposits & other accounts

Maturing within 1 year 105 627 043
Maturing after 1 year but within 5 years -
105 627 043
8. DEFERRED TAXATION
8.1 Recognized deferred tax liabilities
Provision for loan impairment losses (166 557)
Property, plant and equipment allowances 7981723
Unrealised gains on foreign exchange and equities 671298
Provision for leave pay (57576)
Deferred acquisition costs 50 794
Unearned premium reserve (247 150)
Prepayments 61071

8293603
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8.2

9.1

9.2

9.3

The deferred tax arising from property, plant and equipment allowances has been determined using income tax values that

the Group has ascertained with the aid of guidance issued by Zimbabwe Revenue Authority (ZIMRA). The Group is awaiting

ZIMRA's approval for these income tax values following its submissions.

Movement in deferred taxation

Balance at 1 January
Recognised in profit and loss
Recognised in equity
Acquisition of subsidiary
Balance at 31 December
SHARE CAPITAL
Authorised

Number of ordinary shares
Issued and fully paid

Number of ordinary shares

Share Capital Movement

At 1 January 2009
Shares issued

At 31 December 2009

1004 233
516 839
49 362
6723169

8293603

800 000 000

362 401 016

No. of Share Share
shares capital premium
$'US $'US
360 645 278 - - -
1755738 - - -
362 401 016 - - -

The Group has a nil share capital and share premium because its authorized and issued share capital has not been

redenominated in United States dollars.

50

info@fbc.co.zw



NOTES

N

31 December 2009

2009

uss

10.

11.

OTHER RESERVES
Share option reserve
Revaluation reserve
Non-distributable reserve
Treasury shares

Regulatory provision reserve

RELATED PARTIES

82 926
148 644
32948 983
(122 325)
(230 972)
32827256

The Group has related party relationships with its shareholders who own, directly or indirectly, 10% or more of its share

capital or those shareholders who control in any manner, the election of the majority of the Directors of the Group or have

the power to exercise controlling influence over the management or financial and operating policies of the Group. The

Group carried out banking and investments related transactions with various companies related to its shareholders, all

of which were undertaken at arm's length terms and in compliance with the relevant Banking Regulations.

The following is a list of related parties to the Group and transactions with them:

Key Management Personnel

Name

Livingstone T. Gwata
John Mushayavanhu
Trynos Kufazvinei
Stanley Kudenga
Webster Rusere
Tichaona Mabeza
Israel Murefu

Position

Group Chief Executive Officer

Deputy Group Chief Executive Officer

Group Finance Director

Executive Director

Executive Director

Group Company Secretary

Group Divisional Director Human Resources

Below are the companies related to Directors and key senior management and their loan balances as at 31 December 2009:

Arena Investments P/L
Fleetwood Investments
Fonrel Investments P/L
J Med Supplies P/L
Lobels Bread P/L

uss
119 180
4757
10 000
63 262
376 939
574138

Transactions with related parties are conducted on an arm’s length basis. The Group recognised income of US$583 062

from transactions with these parties, in respect of interest (US$211 399) and bank charges (US$371 362), during the year.
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11.1 Balance with related parties
Loans to directors and companies related to directors
Balance at 1 January -
Advances during the year 3760839
Repayments made during the year (2890 963)
Balance at 31 December 2009 869 876
Loans to Officers
Balance at 1 January -
Advances during the year 728702
Repayments made during the year (74 288)
Balance at 31 December 2009 654 414
Loans to officers relate to advances made to other senior managers who are not directors.
Interest rates charged on balances outstanding from related parties are at approximately a 25% discount on market rates.
The loans given are not secured and no guarantees have been obtained.
The loans made to directors and officers of the Group have, along with other loans, been subjected to impairment procedures
with the impairment losses being recognized in profit or loss.
11.2 Compensation for key management personnel
Short-term employee benefits 320 580
Post-employment benefits 11558
Share based payment transactions 30 351
362 489
11.3  Group Entities
Significant subsidiaries
Ownership interest
FBC Bank Limited 100%
FBC Building Society 60%
FBC Reinsurance Limited 100%
FBC Securities (Private) Limited 100%
Turnall Holdings Limited 59%
12. INTEREST INCOME
Cash and cash equivalents 1601 641
Loans and advances to banks 54583
Loans and advances to customers 4201 336
Investment securities 14 757
5872 317
13. INTEREST EXPENSE
Deposits from banks 135 826
Deposits from customers 4973
Other time deposits 1325394
1466 193

52
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14. NET FEE AND COMMISSION INCOME
14.1 Fee and commission income
Retail service fees 4810 789
Credit related fees 915 556
Investment banking fees 773725
Brokerage 376 147
Other 27145
6903 362
14.2 Fee and commission expense
Insurance commissions paid 2399832
Brokerage 42 930
Other 8 029
2450 791
15. NET TRADING INCOME
Net earned insurance income 5031442
Turnover of subsidiary involved in manufacturing 8585294
Foreign exchange gains 1212 334
14829070

The Group used monthly avarage rates in computing it foreign exchange gains in accordance with 1AS21 (which permits
the use of avarage exchange rates which approximate the actual rates ruling at the dates of transactions) due to limitations
arising from the delay in the change of base currency, from Zimbabwe dollar to United State of America dollar, in its
accounting systems.

16. NET INCOME FROM OTHER FINANCIAL INSTRUMENTS
CARRIED AT FAIR VALUE
Investment securities at fair value through profit or loss

Equities 310 469
Money market investments 35206
345675

17. OTHER INCOME

Fair value adjustment to investment properties 12 520
Excess of fair value over cost of acquisition 4826 234
Rent received 147 018
Profit on sale of property, plant and equipment 1035 055
Other 387 311

6 408 138

18. PERSONNEL EXPENSES

Salaries and allowances 8024 021
Equity settled transactions 82926
Directors remuneration 545 684

8 652 631
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19. OTHER EXPENSES
Software licensing and other information technology costs 1271545
Impairment loss on property, plant and equipment 111 297
Administration expenses 6 361213
Business development 457 883
Manufacturing subsidiary's trading expenses 4576 672
Operating lease payments 292510
Audit fees 252 020
13 323140
19.1 Operating leases
Non-cancellable operating lease rentals are payable as follows:
Less than one year 22418
Between one and five years 378 175
More than five years -
400 593

19.1  The Group leases some of its properties under operating leases. The leases typically run for a period of 1 year, with an
option to renew the lease after that date. Lease payments are reviewed in line with prevailing market conditions on an
annual basis to align them to market rentals. The leases provide for additional rent payments that are based on changes
in the local price index.

During the year ended 31 December 2009 an amount of $292 510 was recognized as an expense in profit or loss in respect
of operating leases.

The Group, through its subsidiaries, leases out its investment property and part of its owner occupied property. Future
expected minimum lease payments are as follows:

Less than one year 40 992
Between one and five years 204 960
More than five years -

245 952

During the year ended 31 December 2009, US$147 018 was recognized as rental income in the statement of comprehensive
income.
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20. TAXATION
Analysis of tax charge
Charge for taxation based on Taxable income for the year 275783
Aids levy (513)
Bank levy 57 695
Deferred taxation 516 839
849 804
Tax rate reconciliation %
Notional tax rate 30.0
Bank levy 1.0
Aids levy 0.9
Permanent differences (13.1)
Changes in the rate of tax (4.6)
Effective rate 14.2
21. EARNINGS PER SHARE
21.1 Basic earnings per share
Profit attributable to equity holders of the Company 4835929
Average number of ordinary shares
Issued ordinary shares at Actual Weighted
1 January 2009 360 645 278 360 645 278
Scrip Dividend - -
Share options exercised 1755738 585 246
Average number of ordinary shares at 31 December 362401016 361230524
Basic earnings per share (US cents) 1.3

21.2 Diluted earnings per share
Diluted earnings per share is calculated after adjusting the weighted average number of ordinary shares outstanding to
assume conversion of all dilutive potential ordinary shares. The company has only share options as dilutive ordinary
shares. A calculation is done to determine the number of shares that could have been acquired at fair value (determined
as the average annual market share price of the Company’s shares based on the monetary value of the subscription rights
attached to outstanding share options). The number of shares calculated as above is compared with the number of shares
that would have been issued assuming the exercise of the share options.

Profit attributable to equity holders of the Company 4835929
Weighted average number of ordinary shares

Weighted average number of ordinary shares

at 31 December 361230524

Effect of options 1467 156

Weighted average number of ordinary shares
at 31 December 362 697 680

Diluted earnings per share (US cents) 1.3
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22. DIRECTORS' REMUNERATION
Fees 190 877
Other emoluments 354 807
545 684
The remunaretion for key management is disclosed in note 11.2.
23. CAPITAL COMMITMENTS
Capital expenditure authorised but not yet contracted for 4214100
24. CONTINGENT LIABILITIES
Guarantees & letters of credit 21346 296
The Group's contingent liabilities relate to guarantees and letters of credit for the grain and oil facilities undertaken on
behalf of the Central Bank.
25. POST EMPLOYMENT BENEFITS
Self administered pension fund 339513
NSSA 161 096
500 609
The Group operates a defined contribution pension scheme whose assets are held independently of the group's assets in
separate trustee administered funds. All permanent employees are members of this fund.
The NSSA Scheme was promulgated under the National Social Security Authority Act 1989. The company contributions
under the scheme are limited to specific contributions as legislated from time to time and are presently 3% of pensionable
salary to a maximum as set from time to time.
26. EMPLOYEE STATISTICS

Average number of employees for the period 1185

56

info@fbc.co.zw



NOTES

N

27 CONTRACTUAL MATURITIES
27.1 Total position as at 31 December 2009
1 month 3 months 6 months

Up to to to to Over
month 3 months 6 months 1year 1year Total

Uss$ uUss$ Uss$ uUss Uss$

Assets

Cash and cash equivalents 81226 175 - - - - 81226 175
Trading assets - 212 377 - - - 212 377
Advances 5946 089 9 098 158 2352612 1151845 3144 842 21693 546
Investment securities - - - 1686 142 - 1686 142
Investment securities held for sale - - - 1062 534 - 1062 534
Investment in associate - - - - 437 310 437 310
Investment properties = = = - 575 000 575 000
Property, plant and equipment - - - - 43406436 43 406 436
Receivables & other assets - - - 13852516 - 13852516

87172264 9310535 2352612 17753037 47563588 164152036

Liabilities and shareholders' equity

Deposits from banks 1330 696 - - - - 1330 696
Demand deposits 90 449 126 4022152 345510 - - 94816788
Deferred tax liabilities - - - - 8293603 8293603
Other liabilities - - - 10720448 - 10720448
Shareholders' funds - - - - 48990501 48990 501
Total 91779822 4022152 345510 10720448 57284104 164152036
Net liquidity gap (4607558) 5288383 2007102 7032589 (9720516) -
Cumulative gap (4 607 558) 680825 2687927 9720516 - -

The table shows the undiscounted cash flows on the Group's financial liabilities and unrecognized loan commitments on the basis
of their earliest possible contractual maturity. The Groups' expected cash flows vary significantly from this analysis. For example
demand deposits from customers are expected to maintain a stable or increasing balance.

28 INTEREST RATE RE-PRICING AND GAP ANALYSIS
28.1 Total position as at 31 December 2009
Dueinl Duein Due in Duein Over Non

1 month 1-3 months 3-6 months 6-12 montl 12 months interest

Assets

Cash and cash equivalents 50 977 109 - - - - 30249066 81226 175
Trading assets - 212 377 - - - - 212 377
Advances 5946 089 9098 158 2352612 1151 845 3144 842 - 21693546
Investment securities - - - - - 1686 142 1686 142
Investment securities held for sale - - - - - 1062 534 1062 534
Investment in associate - - - - - 437 310 437 310
Investment properties - - - - - 575 000 575 000
Property, plant and equipment - - - - - 43406436 43406436
Receivables and other assets - - - - - 13 852 516 13 852 516

56923198 9310535 2352612 1151845 3144842 91269004 164 152 036

Liabilities and shareholders' equity

Liabilities 11594 848 4022 152 175510 - - 99369025 115161535
Capital and reserves - - - - - 48990501 48990 501
Total 11594848 4022152 175510 - - 148359526 164 152 036
Interest rate

re-pricing gap 45328350 5288383 2177102 1151845 3144842 (57 090522) -
Cumulative gap 45328350 50616733 52793835 53945680 57 090522 - -
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29 Currency risk
29.1 Currency gap analysis as at 31 December 2009

ASSETS

Equivalent Equivalent Equivalent

Correspondent Nostro Balances 1802542 435991 94 960 529 722 2863 215
RBZ/Statutory Reserves - - - - -
Clearing balances with local banks - - - - -

Investments 1715388 - - - 1715388
Loans 8363 201 - - - 8363201
Cash 462 125 99 663 51314 25185 638 287
Other assets 503 - - - 503
Total assets 12 343 759 535 654 146 274 554 907 13580 594
LIABILITIES

Foreign currency accounts 6 678 000 228190 191072 55512 7152774
Fixed term deposits 41 897 6 952 - - 48 849
Other liabilities 402 089 71 16 250 418 410
Total liabilities 7121986 235213 191 072 71762 7620033
Net asset/ (liability) 5221773 300 441 (44 798) 483 145 5960 561
Exchange rate to the US$ 7,397 8 1, 4370 6,6800 1,6078 -

30 FINANCIAL INSTRUMENTS
30.1 Accounting classification and fair values
The table below sets out the Group's classification of each class of financial assets and liabilities, and their fair values

(excluding accrued interest).

Held for Designated Held to Loansand Available for Other carrying
trading at fair value maturity receivables sale amortised cost
uUss

Assets
Cash and cash equivalents 81226 175 - - - - - 81226 175
Trading assets 212 377 - - - - - 212 377
Loans and advances to customers - - - 21693 546 - - 21693 546
Investment securities - 1686142 - - - - 1686 142
Investment securities held for sale - 1062534 - - - - 1062534
Other assets - - - 14 289 826 - - 14 289 826

81438552 2748676 - 35983372 - - 120170600

Liabilities and shareholders' equity

Deposits from banks - - - - - 1330696 1330696
Deposits from customers - - - - - 94 816 788 94 816 788
Other liabilities - - - - - 9479 559 9479 559
Total - - - - - 105627043 105627043
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31 Segment reporting

Commercial Reinsurance Building Stockbroking Manufacturing

Banking Society

uUss uUss uUss uUss uUss Uss$
31 December 2009
External revenue
Net interest income 5199 111 - 60 936 1162 - 5261209
Underwriting income/ Technical result - 2535910 - - - 2535910
Net fee and commission income 4779 875 - 969439 343705 - 6093019
Net trading income 1212334 - - - 8585294 9797 628
Net income from other financial 1679 935 79 607 - - - 1759542

instruments carried at fair value

Investment income - 377 623 - - - 377623
Other operating income 477 540 35018 947 580 55500 - 1515638
Inter-segment revenue 142 269 - - - - 142 269
Total segment revenue 13 491 064 3028158 1977955 400 367 8585294 27482838
Segment profit before income tax 1177 160 665 056 55 848 2735 1000 897 2901696
Segment assets 126 950 909 7537535 9368945 856 095 32794202 177507 686
Segment liabilities 100 131 047 4053763 2160583 705 438 12181183 119232014
Impairment losses on financial assets 149 430 - - - - 149 430
Depreciation and amortisation 1336 428 150 774 249 624 42 884 362 946 2142 655
Capital expenditure 523820 162 566 12 904 - - 699 290
Investment in associates - 437 310 - - - 437 310
Investments held for sale 1062 534 - - - - 1062534

32 ACQUISITION OF SUBSIDIARY DURING THE FINANCIAL PERIOD
The Group's banking subsidiary also realised 59% of the equity interest in Turnall Holdings Limited, a manufacturing
concern, that was held as security for a non-performing loan. The effective date of acquisition of this subsidiary was 1
September 2009 hence profits since this acquisition date have been consolidated. 2009

uss$
Identifiable net assets acquired as at acquisition date 19 876 440
Less:
Fair value of the consideration paid (6 900 866)
Proportionate value of non-controlling interest (8149 340)
Gain on purchase of 59% interest 4826 234

33. SUBSEQUENT EVENTS
33.1 Discovery of fraud
In the month of January 2010 the banking subsidiary discovered that it had been fraudulently deprived of depositors
funds through fraudulent activities at its Mutare Branch. It was subsequently decided to realize the loss through
the statement of comprehensive income. The total extent of the fraud was US$ 1 517 822. To date, the banking
subsidiary has recovered US$100 000 through insurance covers and US$380 000 through recovered properties
which has also been recognised in the statement of comprehensive income.

33.2 Rightsissue
The Group is in the process of undertaking a rights issue to raise capital for its mortgage and reinsurance subsidiaries
to allow them to write more business. US$8 million is expected to be raised from this exercise, with US$5 million
expected to be channeled to the Building Society and the remainder to FBC Reinsurance.
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Risk management and Capital management

34.1

Risk Management

The current environment has increased the importance of risk management, and Basel 11 provisions require
financial institutions to put in place best risk management systems. Managing risk effectively in a diverse and
complex financial institution such as FBCH requires a comprehensive risk management governance structure that
promotes the following elements of a sound risk management framework:

s Sound board and senior management oversight.

Adequate policies, procedures and limits.

Adequate risk monitoring and management information systems (MIS).

nwono

Adequate internal controls.

FBCH manages risk through a comprehensive framework of risk principles, organizational structure and risk
processes that are closely aligned with the activities of the four entities under the Group. The Group's Board of
Directors has the ultimate responsibility for ensuring that an adequate and effective system of internal controls
is established and maintained. In discharging its duties, the board has delegated to sub committees the authority
to formulate and review policies and procedures that enable the Group to identify, measure, monitor and control
all risks. The sub committees are supported by management committees and structures that ensure implementation
of effective risk management systems.

In addition to the management committees, the following three risk-related functions are directly involved in
Group-wide risk management:

s Group Risk Management function

s Group Internal Audit

s Group Compliance

The Group classifies risk into the following broad categories for risk management and control purposes:
s Reputational risk
s Strategic risk

s Creditrisk

s Liquidity risk

s Market risk

s Operational risk
s Compliance risk

In addition to the above, there are also specific business risks that arise from the Group's Reinsurance Company's
core activities.

(a) Creditrisk
Credit risk is the current or prospective risk to earnings and capital arising from a debtor's failure to meet the
terms of any contract with the Group or if a debtor otherwise fails to perform as agreed.

(i) Creditrisk framework and governance
The Group's largest source of credit risk is loans, albeit that credit risk exists throughout the other activities
of the Group, on and off the balance sheet. These other activities include inter-bank transactions, mortgage
loans, foreign exchange transactions, and guarantees. Given the significant size of the loan portfolio on
the statement of financial position of the Group, credit risk remains one of the major risks.

To effectively manage credit risk, the Board and Management established an effective and sound credit
risk management framework which is supported by a strong risk culture and environment. Credit risk

60
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