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THE PEOPLE'S BANK OF ZANZIBAR LIMITED (PBZ)
THE REPORT BY THOSE CHARGED WITH GOVERNANCE
FOR THE YEAR ENDED 31 DECEMBER 2024

1 INTRODUCTION
The Directors hereby submit their report and the audited financial statements for the year ended

31 December 2024 which disclose the state of affairs of People’s Bank of Zanzibar Limited (“the
Bank” or PBZ).

2 INCORPORATION

The People’s Bank of Zanzibar Limited (PBZ Bank) a government owned commercial Bank offering
both Islamic and Conventional Banking Services, was established on 30%" June 1966 and
incorporated under Cap. 153 of the Zanzibar Companies Decree which has been repealed and
replaced by Companies Act No.15 of 2013.

3 VISION AND MISSION
i. Vision
‘A leader in the provision of valued financial services to customers and other stakeholders’
ii. Mission

‘To provide innovative financial service solutions that are responsive to customer’'s needs at
competitive cost’.

4 BRANCH NETWORK

As of December 31, 2024, the bank has made significant strides in further enhancing its
alternative service delivery channels, reflecting its commitment to expanding accessibility,
convenience, and innovation for customers compared to 2023. The bank's ATM network within
the Umoja Switch has expanded to 48 ATMs, up from 45 in 2023, continuing to dominate 33.1%
of all transactions in the network, which connects 19 banks across Tanzania. This network
expansion is not just in numbers, but also in strategic geographic coverage, with 11 ATMs now
located in Mainland Tanzania (up from 10 in 2023), 8 in Pemba, and 29 in Unguja, demonstrating
a balanced approach to enhancing ATM accessibility across key regions. In addition to ATMs, the
growth of agency banking has been remarkable, with the number of registered agents increasing
by 34%, from 1,155 in 2023 to 1,549 in 2024. This expansion significantly strengthens the bank’s
presence in rural and underserved areas, providing more customers with access to essential
banking services through local agents. The bank’s partnerships also continue to offer enhanced
services, with PBZ customers able to access more than 260 ATMs nationwide and make
international transactions seamlessly through VISA.
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BRANCH NETWORK (CONTINUED)

The collaboration with Selcom remains an asset, as it allows PBZ customers to make payments
via MasterCard at merchant POS terminals, extending the bank's service offerings to both domestic
and international markets. Collectively, these developments indicate the bank’s ongoing
commitment to modernizing its service channels, increasing its market share, and delivering a
seamless banking experience to its diverse customer base, whether in Tanzania or abroad.

PRINCIPAL ACTIVITIES

The Bank is licensed in Tanzania under the Banking and Financial Institutions Act, 2006 is the
provision of Banking services.

PBZ offers a wide range of commercial Banking services. The principal activities covered, inter alia,
traditional and alternative (electronic) channels of Banking services. PBZ continues to offer an array
of products ranging from deposits to financing and investments, treasury business, money transfer
and trade financing. Furthermore, the Bank is also engaged in foreign exchange dealings.

i. Islamic Banking activities

In recent years, Islamic Banking appetite has tremendously increased in Tanzania, especially in
coastal area including Zanzibar. Islamic Banking services has higher contribution in promoting
financial inclusion within society. Due to its growth, it shows the potential and great opportunity for
more expansion, PBZ aiming to become a leader in the provision of Islamic services in Tanzania by
offering innovative and valued services to its customers and improving geographical presence.

PBZ Islamic banking (lkhlas) was established to transact under shari'ah compliant process (Islamic
law), currently the Bank operates with 8 branches of which four are in Zanzibar and another four are
in mainland Tanzania. During the year, PBZ Ikhlas issued total of TZS.157 billion as financing that
follows shariah compliance, an increase of 51% compared to previous year, Islamic financing
contributed TZS 18,086 million in total bank revenue during the year, which is 51% higher, compared
to TZS 11,987 million recorded in 2023. SUKUK investment increased to TZS 11.2 billion compared
to TZS 8 billion as reported in the previous quarter, the quality of assets is strong with NPF ratio of
0.84%, Islamic deposits grow by 33% to TZS 550 billion for the year 2024 (2023: TZS 414 billion),
the growth contributed by increase in all categories of Islamic deposits (current accounts, saving and
time deposit intermediate). PBZ continues to offer innovative Islamic products to cater for the demand
of the market.

Islamic Banking products are mainly dealing with deposit mobilization contracts and fund utilization
(financing) products. During the year under review, Bank approved the Islamic financing facilities to
the various sectors and products such as Murabaha, Bai-Muajjal, ljarah, Mortgage, Salaam and
Istisnaa, in year under review the bank launched new product of Bancassurance meaning that bank
has relationship with insurance company that aimed offering insurance products or insurance benefit.
Under deposits mobilization, the products offered are current accounts (Mudharaba, Wadiah and
Qard), saving accounts (Mudharaba and Wadiah) and Islamic fixed déposits. All products are
available in Tanzania Shilling (TZS) and other three major foreign currencies i.e. United State Dollar
(USD), Great Britain Pound (GBP) and European Money (Euro). Investment accounts are
Musharakah and Mudharaba products. Islamic bank offers other various services to customers
including all alternatives channels products such as mobile banking, internet banking, agency
banking, mobile app, VISA services and other transaction services like forex exchange and money
transfer both local and abroad. The major challenge faces Islamic Banking is non-availability of
Islamic banking legal and regulatory framework and lack of Sovereignty Sukuk for Islamic banks to
trade, this holdholds back the Islamic banking growth and profitability Apart from increases of appetite
for Islamic banking services in Tanzania
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5 PRINCIPAL ACTIVITIES (CONITNUED)
ii. Conventional Banking activities

PBZ offers variety of Banking deposit products in the categories of current accounts, time deposits
and savings accounts. The available deposit accounts are denominated in Tanzania Shilling (TZS)
and other three major foreign currencies which are United State Dollar (USD), Great Britain Pound
(GBP) and European Money (Euro). Additionally, the Bank grants different types of credit facilities
in Commercial terms, personal/consumption loans, overdraft facilities and Mortgage financing.

Other products and services have been channelled electronically available through mobile Banking
and internet Banking. Through these services, customers perform different Banking services in their
Bank account via mobile phone, PBZ Mobile apps and workstation at any time anywhere performing
various transactions such as:
Government services and payments
Money Transfer
Cash withdraws including cardless services
Airtime top up
Bill payments
Forex exchange rates request
Cheque book request
Balance enquiry
PBZ agent and merchant Banking

e Mini and full Bank statement.
The Bank is well known for its expertise in Trade financing activities of import and export trade
business such as letters of credit (LC), bills for collection etc. Other facilities are bid bonds,
performance bonds, guarantees etc. Fund remittance services offered by the Bank are World remit
(WR), Western union (WU), Express Money transfer, SWIFT and TISS services. All of these
services are available both in Conventional and Islamic.
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CORPORATE GOVERNANCE (CONTINUED)
i. Board Credit, Risk and Compliance Committee (BCRCC)

The Board Credit, Risk and Compliance Committee (BCRCC) discusses credit reports on quarterly
basis and provides credit approval for all applications above the Management Credit Limit and
monitors performance and quality of credit portfolio. The committee also discusses risk and
compliance issues while managing the credit risk by reviewing continuously the credit portfolio, credit
standards and credit policy. Committee ensuring a comprehensive risk management framework is in
place for management of risk within Bank. Finally, the risk and compliance functions with legal and
regulatory requirements and adequacy of the risk management are determined by the committee.
The committee is vested with authority to oversee Management activities in managing operational,
liquidity, market, legal and other risks. The following are the members of the committee:

S/N Name Position
1 Mr. Khamis J. Mfaume Chairperson
2 Mr. Mohammed F. Mzee Member
3 Mr. Ahmed S. Khamis Member

The Board Credit, Risk and Compliance Committee met ordinarily four (4) times and five (6) special
meeting during the year.

ii. Board Audit Committee (BAC)

The main functions of this Committee are to assist the Board of Directors in its responsibilities of
monitoring of financial reporting process; to ensure financial statements are prepared in accordance
with the law and regulations; and, to review the internal control systems and safeguarding of Bank
assets.

The committee fulfils oversight responsibilities relating to integrity of the Bank’s Financial
Statements. The committee has also oversight responsibilities on planning and conduct of audits
to determine the Bank’s Financial Statements and disclosures are complete and accurate and are
in accordance with the standards, applicable laws and regulations. Members of the committee are
composed of the following:

S/N Name Position
1 Dr. Saleh J. Rashid Chairperson
2  Mr. Fahad S. Hamid Member
3  Ms. Khalda KH. Gharib Member

The Board Audit Committee met ordinarily five (5) times during the year.

10
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6 CORPORATE GOVERNANCE (CONTINUED)

iii. Board Strategies, Human Resources and Investment Committee (BSHRIC)

This Committee is responsible for ensuring that necessary policies and procedures are in placed to
efficiently and effectively manage Bank’s human resources and to offer all employees fair and
competitive compensation aligned with performance. Also, the committee is responsible for
overseeing the investment management function of the Bank'’s investment for short- and long-term
business objectives. The committee members are listed below

S/N Name Position
1. Mr. Ahmed S. Khamis Chairman
2. Mr. Khamis J. Mfaume Member
3. Mr. Mohammed F. Mzee Member

The Board Strategies, Human Resources and Investment Committee met statutorily four (4) times
and one more special meeting during the year.
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7 MANAGEMENT OF THE BANK

As at end of year under review, management of the Bank, which is made by key management
personnel, was chaired by Managing Director. Other members are four (4) Directors and eight (8)
Heads and Independent Managers. The composition of the committee who served the Bank during
the year ended 31 December 2024 or otherwise stated is shown below.

Key management personnel:

Name Position

Mr. Arafat Ally Haji Managing Director

Mr. Anwar A. Saleh Director of Finance

Ms. Viwe Juma Ali Director Human Resource and Administration
Mr. Ali Hassan Ish-haka Acting Head of Banking Operations

Mr. Rajab Mohammed Ramia Director of Islamic Banking

Mr. Ali A. Masoud Head of Legal and Company Secretary

Mr. Seif A. Said Head of Risk Management and Compliance
Mr. Suleiman A. Suleiman Chief Internal Audit

Ms. Salma H. Mussa Acting Head of Credit

Mr. Said M. Said Director of Commercial

Mr. Masoud A. Mohammed Head of Procurement

Mr. Kassim S. Said Head of ICT

Mr. Ahmed S. Abdulkarim Head of Recovery Unit

7.1 Management committees

There are five (5) committees on management level comprised of senior management whose
frequency meetings are on weekly, monthly or quarterly.

The following are the main management committees of the Bank.
a) Management committee

This is the Bank committee which meets once in every week its scheduled to meet on Monday of
every week however they can meet in any other day as decided by the chairman who is Managing
Director or the one delegated to chair the committee meeting. This committee has the following
roles in the Bank.

- To discuss the business and commercial issues for the Bank aligned with the Bank’s
strategic planning and budget, by exploring the ways to increase the business volume in
expectation of increasing the market share and shareholder’s wealth for the shareholder.

- To discuss the implementation of day-to-day operations of the Bank by considering the
existing policies, manual and procedure so as to ensure the operations are done
effectively; and,

- To examine the applicability of the Bank’s policies which custodies by risk and compliance

department toward ensuring that the Bank is safeguarded from being affected with those
risks which will result into effect to the Bank performance.
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7 MANAGEMENT OF THE BANK (CONTINUED)
7.1 Management committees (Continued)

b) Credit committee

This is another committee which meets in once in every month or at any time when the need
arises. The main roles of this committee are.

(i) Todiscuss the overall credit activities in account of the credit analysis, portfolio management,
provisioning and way forward on implementing all required Internal regulations, policies and
those issued by regulator (BOT).

(i) Presenting and discussing the credit which meet the criterial of its limit being above the
manager credit for the management approval and those which have the limits to be
presented to the Board of Directors for the decision and approval; and,

(iii) Discussing the Bank’s credit welfare toward granting and proper management of the credits
to the customer, by looking the need of the market and economic which have greater impact
to the customer’s growth base and repayment capacity.

c) ALCO committee
This is asset -liability committee which meet once in every month have main roles of.

(i) Discussing the ways of maintaining and controlling the Bank's liquidity in daily basis, they
discuss the way forward for maintaining the liquidity position of the Bank for better decision
on investing of borrowing from the market.

(i) Discussing the controls of liquidity risk in the Banks by applying the risk management
measure which directed to the decision making.

(iii) Discussing the investment portfolio of the Bank depend on the liquidity position both in risk-
and risk-free investment like treasury bill, treasury bond and inter Bank placement; and,

(iv) Discussing the impact of the business and risk toward on Bank’s asset and liquidity, which
aimed to maintain the liquidity position by applying the appropriate strategies on accomplish
the Bank’s goals on liquidity side.

d) Steering committee

This is a management committee which meet once in every quarter or when need arises for the

aim of discussing the ICT operation ability in the Bank. The committee have among the roles as
following.

(i) Discussing the ICT issues which have greater impact on daily operations activities for the
decision making.

(i) Discussing the function ability of the existing ICT infrastructure to ensure that the service
provision is steadily and smooth in the organizations which will helps to customer retentions; and,

(iii) Discussing all necessary issues for digitalization of the Bank to meet the competition in
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7 MANAGEMENT OF THE BANK (CONTINUED)
7.1 Management committees (Continued)
e) Risk Management Committee
This is another management Committee which meet once in every month when need arise, aim
of the Committee is empowered to manage all inherent business risks such as Credit Risk,
Liquidity Risk, Market Risk, Operation Risk, Strategic Risk and Compliance Risk, and make
decision within its mandate before escalation to the Board Audit and Risk Management
Committee. The main roles of this committee are:
(i) To translate the bank Risk Management Framework, its related policies and other risk
limits set by the Board into adequate applicable procedures understandable by all staff for
implementation to mitigate business and processes inherent risks.

(i) To review the bank Risk Profile on monthly basis and take remedial actions on timely
basis.

(iii) Implementing strategies, policies and other directives given by the Board regarding risk
management practices.

(iv) Ensure that risks inherent in day-to-day operations are well identified and mitigated in all
business areas and processes across the bank.

(v) Putting in place systems to identify, control and monitor process and business inherent
risks.

(vi) Ensure there is a defined process to monitor and report all incidents of control breaks or
failures across the bank

8 CAPITAL STRUCTURE AND SHAREHOLDING

Capital Structure

As at 31st December 2024 the authorized share, capital comprised 600,000,000 ordinary shares
(2023: 600,000,000 ordinary shares)

Paid up share capital.

2024 2023
No. of Ordinary TZS ‘000 No. of Ordinary TZS ‘000
Share Share
Fully paid-up ordinary share 310,000,000 31,000,000 310,000,000 31,000,000
Shareholding structure
Name of shareholders Number of shares Value of shares TZS ‘000 %of
holding
Revolutionary Government of
Zanzibar (RGZ) 310,000,000 31,000,000 100%
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9 RESULTS AND DIVIDENDS

During the year 2024, PBZ Bank paid a total dividend of TZS 7,000 million, the dividend related
to the financial year 2023. The payments of dividend were made to PBZ shareholder President

Office Finance and Plan-Zanzibar.

10 REVIEW OF BUSINESS PERFORMANCE

During the year under review, the Bank recorded a profit before tax of TZS 92,086 million (2023:
TZS 74,063 million). The Bank’s operating results for the year are set out on page 42 of the

financial statements.

Key performance ratios

The key performance ratios of the Bank are as indicated hereunder:

Years
Ratios Definition  and calculation
method 2024 2023
Return on average assets Profit before tax/ Average Assets 4.04% 4.29%
Return on average equity Profit after tax/average equity 28.43%  30.57%
Non-interest income to net interest Non-interest income/net interest
income income 34% 32.91%
Operating expenses to average Operating expenses/average
assets assets 2.68% 3.15%
Interest Expenses to Interest Income  Interest expenses/ interest income 27.64% 17.41%
Interest Margin to Average Earning Net interest income/ average
Assets earning assets 5.44% 8.31%
Cost to income Total costs/Net income 43.33% 45.69%
Total loans to customers/Total
Gross loans to customers’ deposits  deposits from customers. 65.38%  65.23%
Earning assets to total assets Earning assets/Total assets. 85.60% 64.53%
Increase in assets for the
Growth on total assets year/Total asset opening balance. 2211%  46.27%
Increase in Loans and advances
Growth on loans and advances to /Opening balance of loans and
customers advances. 12.88% 29.75%
Increase in customer
deposits/Opening  balance of
Growth on customer deposits customer deposits 12.75%  62.89%
Non - performing loans to gross Non - performing loans/Gross
loans loans and advances 1.96% 2.47%
Capital adequacy
Core Capital /Risk weighted assets
Tier 1 Capital including off balance sheet items 24.05% 22.85%
Total Capital /Risk Weighted assets
Tier 1+Tier 2 Capital including off balance sheet items 25.52%  25.04%
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10 REVIEW OF BUSINESS PERFORMANCE (CONTINUED)

i.  FUNDING MIX

The Bank’s primary source of funding during the year was deposits from customers (Demand
deposits, Savings deposits and Time/ Fixed deposit) which commands 78% of the total funding,
equity 10% and borrowing 12%. There was no major change in the funding mix in 2024 compared
to the year 2023.The Current/ Savings Account (CASAs) represented 67% of total customer
deposits in 2024 (2023: 80%). This interprets a lower cost of funds for the Bank.

The balance between debt and equity was as follows.

Customer deposits (due to customers and Banks)

2024
TZS ‘000

1,952,670,626

2023
TZS ‘000

1,731,912,702

Borrowings - Current 203,326,661 90,139,938
Debt securities in issue 20,418,171 20,418,171
Other liabilities 78,744,816 16,499,556

2,255,160,274

1,858,970,367

Share capital 31,000,000 31,000,000
Government grant 3,258,239 3,275,701
Regulatory risk reserve 4,326,853 11,485,009
Other reserves 209,102,797 146,194,647

247,687,889 191,955,357

i. BORROWINGS

The Bank secured TZS 10 billion with 11.40% rate, 7 years from ZSSF as long-term borrowing
during the year 2022, the bank also maintain another bond with ZSSF 12%, 7 years TZS 10 billion
with remaining maturity of 2 years (September 2025). The bank was actively on interbank

borrowing during the period this was contributed by industry liquidity challenge during the year.

a) Interbank borrowing

2024 2023

TZS’000 TZS’000

Balance 1 January 90,139,938 153,108,903
Loans received during the year 414,793,079 -
Loan repaid during the year (303,401,222) (63,479,975)
Accrued interest on borrowing 1,794,866 511,010
Total 203,326,661 90,139,938
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10 REVIEW OF BUSINESS PERFORMANCE (CONTINUED)
i BORROWINGS (CONTINUED)

b) Debt securities in issue

2024 2023

TZS’000 TZS’000
7 YEARS 12% 10,000,000 10,000,000
7 YEARS, 11.40% Corporate bond 10,000,000 10,000,000
Accrued Interest on Bond 418,171 418,171
Total 20,418,171 20,418,171

iii. INVESTMENTS

The Bank held the following equity investments as at 315t December 2024

Investment Number of shares Share Value (TZS)’000’
Africa Export — Import Bank ‘ 37 2,425,808
TMRC 625,000 1,013,750
Umoja Switch Company Ltd 889 889,000
MUCOBA 24,509,804 5,000,000
Swift investment 6 123,052

9,451,610
Less: Allowance for probable loss (5,000,000)
Total 4,451,610

The Bank held the following equity investments as at 31t December 2023

Investment Number of shares Share Value (TZS)’000’
Africa Export — Import Bank 37 2,169,887
TMRC 625,000 1,013,750
Umoja Switch Company Ltd 39 100,831
MUCOBA 24,509,804 5,000,000
Swift investment 6 129,131

8,413,599
Less: Allowance for probable loss (5,000,000)
Total 3,413,599
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10 REVIEW OF BUSINESS PERFORMANCE (CONTINUED)

Business review of financial performance
i Operating Results

The Bank realized profit before tax amount of TZS 92,086 million during the year (2023: TZS
74,063 million) representing an increase of 24%. The increase was due good performances on
personal loans that lead to the increase on interest income on both personal and loan and
overdraft, income from Islamic banking financing and Bank commission during the year under
review.

The Bank posted 32% growth in interest income year on year to close at TZS 161,208 million
(2023: TZS 121,705 million). The increase is attributed to increase on commercial loan and loan
overdraft. Interest expenses increased by 110% to TZS 44,557 million (2023: TZS 21,189
million). This increase was because of high cost in deposits. Interest margin decreased by 72%
in 2024 compared to 83% in 2023.

Non-interest income, increased by 21% year on year to TZS 40,160 million in 2024 from TZS
33,079 million in 2023 due to the increase in income from Islamic Financing and Fees and
commission income compared to previous period. Revenue from Islamic financing and
investment increased by 6,099 million years on year from TZS 11,987 million generated in year
2023 to TZS 18,086 million in 2024.

Total operating expenses increased by TZS 6,746 million from TZS 54,416 million in 2023 to TZS
61,162 million for the year 2024. The increase was attributed by increasing in staff cost and
administrative expenses during the year under review.

ii. Financial Position

The Total assets of the Bank increased by 22% year-on-year to TZS 2,505,361 million (2023:
TZS 2,051,803 million). This increase was mainly due to higher volume of loans and advances
granted. Loan and advance (conventional loan and Islamic financing) increased on net basis by
TZS 173,974 million or 17% to TZS 1,212,895 million in 2024 (2023: TZS 1,038,921 million). The
increase in loan and advances is in line with the strategic plan and forecast target. Cash and
balance with BOT decreased by 69% to TZS 198,059 million in 2024 from TZS 640,969 million
in 2023. The decrease in cash and balance with BOT was mainly attributed by the decrease in
foreign currency. Investment in Government securities increased by TZS 75,221 million or 85%
from TZS 88,995 million in 2023 to TZS 164,216 million in 2024. The increase in government
securities was mainly due to the increase investment in Treasury bond. During the year,
customers’ deposits liabilities which represent 87% of total liabilities increased by 13% to TZS
1,952,671 million in 2024 from TZS 1,731,913 million reported in 2023. Also, shareholder’s fund
rose by 29% to TZS 247,688 million in 2024 from TZS 191,955 million reported in 2023.
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CASH FLOWS

In 2024, net cash flow from operating activities decreased from TZS 417,3849 million (2023) to
TZS 9,423 million in 2024, investment in government securities outflow cash by TZS 75,221 million
(2023: outflow of TZS 21,717 million) and lending to customer’s outflow cash by TZS 173,974
million (2023: outflow was TZS 237,215 million). On the other hand, deposits from customers
decreased to TZS 220,758 million (2023: TZS 668,680 million). Customer deposits are the major
factors explaining the Bank’s movement in cash flow generated from operations during the period
deposits outflow cash of TZS 220,758 million. Bank paid total of TZS 5,945 million in various
investing activities (2023: paid TZS 7,092 million) and increase cash from financing activities by
TZS 103,360 million (TZS 72,464 million outflow in 2023) The Bank continues to maintain sound
liquidity position to meet its cash flow commitments.

LIQUIDITY AND FUNDING

The Bank places a strong emphasis on managing liquidity risk and daily cash flow management
which is handled by the Treasury Department to ensure the Bank holds sufficient liquid assets to
enable it to continue with its normal operations. Asset Liability

Committee (ALCO) also manage the Bank's exposure to liquidity risk by ensuring that limits are in
line with realistic assumptions and track compliance monthly.

The Bank’s main sources of funding are customers’ deposits and shareholders’ funds as part of its
normal market operations.

SOLVENCY AND GOING CONCERN

The Bank has complied with the Bank of Tanzania liquidity and capital adequacy ratios. The
Directors consider the Bank to be solvent. Nothing has come to the attention of the Directors
indicates of any material uncertainties that may cast significant doubt on the Bank and its
subsidiary’s ability to continue as a going concern for at least twelve months from the date of this
financial statements. The Directors consider the Bank to be solvent within the meaning ascribed
by the Companies Act No.15 of 2013 and Banking and Financial Institutions Act, 2006.

CAPITAL ADEQUACY

The Bank monitors the adequacy of its capital using ratios established by the Bank of Tanzania
(BOT). These ratios measure capital adequacy by comparing the Bank’s eligible capital with its risk
assets, off-balance sheet exposure and commitments and market and operational risk positions at
a weighted amount to reflect their relative risk.

The bank ensures at any time maintain sufficient capital consistent with bank respective risk profile,
PBZ assesses its capital levels in adequacy against series of internal quantitative capital plan in the
implementation of bank strategic goals that help to evaluate the strength of capital and expected
impact in stressed economic environment.

The Bank follows the Bank of Tanzania’s liquidity and capital adequacy ratios, including the required
minimum Core Capital amount of TZS 138,247 million against the available risk exposures. The
Board confirms that applicable accounting standards have been followed and that the financial
statements have been prepared on a going concern basis. The Board has reasonable expectation
that the Bank will have adequate resources to continue in operational existence and growth for the
foreseeable future.

The capital adequacy of the Bank is shown in note 48 to the financial statements
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15 BANCASSURANCE REPORTING

PBZ Bank operates in compliance with the Bancassurance Guidelines for Banks and Financial
Institutions, 2019, by forming partnerships with six reputable insurance companies. The bank
facilitates access to insurance products for both its customers and non-customers, including general
insurance and life insurance.

PBZ Bank has partnered with the following insurance companies: Zanzibar Insurance Corporation,
ZIC Takaful Company Limited, Jubilee Life Insurance ltd, Sanlam Life Insurance Itd, Metro Tanzania
life Insurance and Alliance life Insurance.

In accordance with the Bancassurance Regulations for Banks and Financial Institutions, 2019,
every bank or financial institution engaged in the Bancassurance business is required to disclose
the income and expenses associated with the provision of bancassurance services in the notes to
the annual financial statements.

For the year ended 31 December 2024, PBZ Bank recorded a commission income of TZS 1,460
million (2023: nil) in the statement of profit or loss and other comprehensive income. This
commission was generated from bancassurance operations. The total operating cost for this
business amounted to TZS 59 million in 2024 (2023: nil). A summary of the bancassurance
operations is presented below:

Description 2024 2023
TZS '000’ TZS '000

Insurance Income

Life Insurance 1,286,672 -

General Insurance 173,543 -

Total Insurance Income 1,460,215 -

Insurance Operating Expenses

Staff Cost (26,849.55) -
Software Expense (1,686.91) -
Other Operating Costs (30,853.26) -
Total Operating Expenses (59,389.72) -
Net Profit from Bancassurance 1,400,825 -
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16 PRINCIPAL RISKS AND UNCERTAINTIES

PBZ is exposed to the following principal risks and uncertainties according to the nature of the
business:

i Credit Risk

This is the risk of loss associated with borrower’s potential inability or unwillingness to fulfil their
contractual obligations on a timely basis. Credit risk may arise directly from the risk of default of a
primary obligor (issuer, debtor, counterparty, or borrower) or indirectly from a secondary obligor
(guarantor or reinsurer). We quantify credit risk, at both the individual obligor and portfolio levels,
to manage expected credit losses to limit earnings volatility and minimize unexpected losses.

ii. Strategic Risk

This is the risk that the Bank or business areas will make inappropriate strategic choices or will be
unable to successfully implement selected strategies or related plans and decisions. Business
strategy is the major driver of our risk profile and consequently, the strategic choices we make in
terms of business mix determine how our risk profile changes. Responsibility for selecting and
successfully implementing business strategies is mandated to the individual heads of the
businesses '

iiii. Operational Risk

The Bank is exposed to operational risks that may arise from inadequate or failed internal processes,
people, systems or external events. However, the Bank has adequate operational risk policies and
framework that cater for mitigation of these risks.

iv. Liquidity Risk

This is the risk that we may be unable to generate sufficient cash or its equivalents in a timely and
cost-effective manner to meet our commitments as they come due. Liquidity risk arises from
mismatches in the timing and value of on-balance sheet and off-balance sheet cash flows. Our
liquidity profile is structured to ensure that we have sufficient liquidity to satisfy current and
prospective commitments in both normal and stressed business and liquidity environments.

V. Market Risk

This is defined to be the impact of market prices on our financial condition. This includes potential
gains or losses due to changes in market-determined variables such as interest rates, credit
spreads, equity prices, foreign exchange rates and implied volatilities.

vi. Information Technology and Cyber Risk

This is the risk of financial loss, service disruptions, theft of intellectual property and confidential
information, litigation and reputational damage due to the failure of information technology systems.
We continue to develop advancements in cyber defence capabilities to support our business model,
protect our systems and enhance the experience of our clients on a global basis by employing
industry best practices and collaborating with peers and experts to provide our customers with
confidence in their financial transactions.
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16 PRINCIPAL RISKS AND UNCERTAINTIES (CONTINUED)
vii.  Information Technology and Cyber Risk

This is the risk of financial loss, service disruptions, theft of intellectual property and confidential
information, litigation and reputational damage due to the failure of information technology systems.
We continue to develop advancements in cyber defence capabilities to support our business model,
protect our systems and enhance the experience of our clients on a global basis by employing
industry best practices and collaborating with peers and experts to provide our customers with
confidence in their financial transactions.

viii. Compliance Risk

Compliance risk is the current or prospective risk to earnings, capital and reputation arising from
violations or non-compliance with laws, rules, regulations, agreements, prescribed practices, or
ethical standards, as well as from incorrect interpretation of relevant laws or regulations. The Bank
has developed adequate controls to ensure that it complies with all country laws, regulations and
international compliance requirements.

ix. ICT risk

Risk associated with the use of Information and Communication Technology to support business
processes/standards. ICT risk results from inadequate or failed ICT Strategy, ICT Project and
Program or ICT Operations. The Bank has robust checks in place to limit its exposure to ICT risk
and performs regular monitoring to validate the efficacy of its ICT risk controls

X. Reputational risk

The risk that an activity, action or stance taken by the Bank’s officials will impair its image in the
community and/or the long-term trust placed in the bank by its stakeholders resulting in the loss of
business or the threat or legal action. The bank has stringent reputation risk controls in place
including very tight controls on corporate communications and messaging.

xi.  Procyclicality Risk

The risk that associates with the tendency of financial variables to fluctuate around a trend during
the economic cycle. The tendency of risk measurement to overestimate future risk in times of
crises, while underestimate it in a normal time this is a major problem that all financial institution
including bank must manage. The bank required to provide substantial capital aftermath of financial
crises but far less capital to search crises. Hence Bank require to evaluate their risk bases on
probabilistic and Statistical models from which risk measure are estimated.

xii.  Shariah Compliance Risk

The possibility that financial services or product will not be in compliance with established Shariah
principle and standards, financial products and services that designed especial for Islamic financial
marketplace are distinguished from their conventional counter party by compliance with shariah
precepts and principals while this product may appear similar to conventional financial products
and services particularly from an economic perspective. The contractual under pinning the product
and services to comply with shariah.
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KEY STRENGTH AND RESOURCES

The bank continues to give its top priority to key resources which are people and technology which
gives us strength in service delivery, productivity and financial strength.

The bank has skilled and experienced employees who are considered as a key resource in pursuing
its business objectives and continues to encourage open and honest communication in decision
making.

Information and Communication Technology (ICT) is an enabler in service delivery. This is the
reason why the bank continued to invest in advanced technology to realize operational excellence
and better service delivery to our customers. In 2024 the bank continued with fine-tuning of the
new core Banking system to support business growth and innovation

CRITICAL ACCOUNTING POLICIES AND JUDGEMENTS

Results of the bank are sensitive to the accounting policies, assumptions and estimates that under-
lie the preparation of the financial statements. When preparing the financial statements, it is the
Directors’ responsibility under the Companies Act 2002 and Zanzibar companies Act No 15 of 2013
to select suitable accounting policies and to make judgments and estimates that are reasonable and
prudent.

The accounting policies that are deemed critical to our results and financial position, in terms of the
materiality of the items to which the policies are applied and the high degree of judgment involved,
including the use of assumptions and estimation, are described in notes 5 and 6 to the Financial
Statements.
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STRATEGIC OBJECTIVES

The financial year 2024 was the third year for the implementation of current five years’ rolling
strategic plan which covers the period 2022 to 2026. However Remarkably, the Bank has achieved
the key strategic financial outcomes for period ahead of schedule, demonstrating its agility in
adapting to changing market conditions, capitalizing on new business opportunities, and expanding
into underserved market segments. The bank’s strong financial performance has outpaced initial
projections, with several key indicators, such as revenue growth, profitability, asset base, and capital
adequacy, already surpassing 2026 targets.

Two years to expiry, PBZ has prepared new 2025-2029 Strategic Plan which reflects PBZ’s
unwavering commitment to excellence, innovation, and sustainable growth. In today’s dynamic and
evolving banking landscape, PBZ understands that flexibility, responsiveness, and a forward-
thinking approach are crucial to achieving long-term success. This plan is centred on creating
enduring value for PBZ’s stakeholders, promoting government agenda, supporting the communities
it serves, and ensuring that PBZ not only adapts to change but leads the way. Through the well-
defined strategic initiatives and disciplined execution, the aim is to reinforce PBZ's position as a
trusted, innovative partner in the banking industry.

Far more than just a roadmap, this strategic plan serves as a call to action for PBZ to seize emerging
opportunities, enhance its capabilities, and navigate challenges as the bank progress towards its
vision of becoming one of the most profitable and rapidly expanding banks in Tanzania.

Over the next five years, PBZ’s strategic priorities are anchored in four foundational pillars: Value-
Driven Performance, Business Innovation, Brand Repositioning and Skills Development and
Culture Transformation. These pillars are designed to propel the bank forward in realizing its
strategic goals.

In the development of PBZ Bank's strategic plan, the Balanced Scorecard (BSC) approach was
adopted to ensure a comprehensive and structured framework for implementing the strategy
effectively. The BSC is particularly suitable for PBZ Bank's growth ambitions, including its goal of
becoming the preferred conventional bank and leading provider of Islamic banking solutions by
2029 and fostering a high-performance culture through culture transformation

FUTURE PROSPECTS AND DEVELOPMENT PLANS

In 2025, the Bank will embark on implementing its 2025-2029 Strategic Plan, which is a forward-
looking roadmap designed to steer the institution toward a future of resilience, innovation, and
sustainable success through the next five years. This plan reflects our collective vision to position
PBZ Bank as a leading financial institution in Tanzania and beyond, excelling in Corporate and SME
banking, digital financial solutions, and Islamic banking.

Over the next five years bank plan to implement several strategic projects which include;
strengthening digital and electronic channels that targets to transform branch operations and
improve customer experience, expanding the Bank’s target market to increase branch networks
across Zanzibar and Tanzania mainland, fostering cultural transformation and developing staff skills,
additionally, bank will Integrate ESG Principles into its Operations to ensure Sustainable growth..
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21 OPERATING ENVIROMENT
(i) Zanzibar economy overview

In 2024, Zanzibar's economy continued to show moderate growth, though at a slightly slower pace
compared to 2023. The tourism sector remained a major contributor to economic activity, with
tourist arrivals increasing by 4.8%, slightly down from the 5.3% recorded in 2023. Despite the
slowdown, tourism remained resilient, contributing significantly to foreign exchange earnings.
However, inflation increased to 8% in 2024, up from 7% in 2023, largely driven by higher global
commodity prices, especially for food, fuel, and construction materials. This inflationary pressure
negatively impacted the cost of living for households, particularly in urban areas where goods are
more reliant on imports.

On the fiscal side, Zanzibar's fiscal deficit persisted but narrowed slightly in 2024 compared to the
widening deficit in 2023. While revenue collections improved by 7.5%, reflecting a more effective
tax collection system, government spending remained high due to ongoing infrastructure projects,
such as the expansion of roads, ports, and energy systems, contributing to a large portion of the
fiscal deficit. The government also increased investment in social sectors, with education and health
spending rising by 9% to support long-term human capital development. The current account deficit
worsened in 2024, driven by a 14% increase in the import bill, particularly for energy imports like
petroleum and industrial materials needed for construction and manufacturing. This placed
additional pressure on Zanzibar's foreign exchange reserves, which dropped by 5% during the year.
Despite this, the export sector showed improvement, particularly in clove exports, which rose by
8%, partly due to better global demand and improved farming practices

Zanzibar’s total debt stock stood at TZS 3,200 billion by the end of September 2024, up from TZS
3,043 billion in 2023, with external debt still accounting for the largest share. While this increase in
debt was necessary to finance infrastructure and development projects, it raised concerns about
debt sustainability, especially with external debt servicing consuming a larger portion of government
revenue. The debt-to-GDP ratio rose slightly to 46% in 2024, up from 44% in 2023, reflecting the
growing fiscal pressure.

In conclusion, while Zanzibar's economy continued to grow in 2024, the challenges of rising
inflation, widening fiscal and current account deficits, and increasing debt remained significant.
However, strategic investments in infrastructure and efforts to boost the tourism and export sectors
offer long-term growth potential. Continued fiscal discipline and diversification of the economy will
be crucial to managing these challenges and ensuring sustainable economic development moving
forward.

25




THE PEOPLE'S BANK OF ZANZIBAR LIMITED (PBZ)
THE REPORT BY THOSE CHARGED WITH GOVERNANCE
FOR THE YEAR ENDED 31 DECEMBER 2024

21 OPERATING ENVIROMENT (CONTINUED)
(i) Tanzania economy overview

In 2024, Tanzania’'s economic performance continued its upward trajectory, with the country’s real
GDP growth projected at 5.7%, surpassing the 5.2% growth recorded in the corresponding quarter
of 2023. This growth was primarily driven by key sectors such as agriculture, manufacturing, and
tourism, which collectively supported the broader economy. The agriculture sector, which remained
a cornerstone of the economy, continued to benefit from favorable weather conditions and improved
farming practices, contributing significantly to GDP in both years. However, the manufacturing sector
in 2024 experienced more significant expansion, driven by stronger domestic demand and an
increase in export opportunities, a development that was less prominent in 2023.

Inflation in 2024 averaged 3.2%, showing a slight decrease from the 3.3% inflation rate recorded in
2023, indicating that price stability was maintained. Both years kept inflation well below the Bank of
Tanzania’s medium-term target of 5%, benefiting from prudent monetary policy and favourable
global economic conditions. Moderation in the prices of food, non-food items, and energy and fuels
helped ease inflationary pressures in both years.

The Bank of Tanzania maintained the key interest rate at 6% throughout 2024, consistent with the
rate in 2023, to support economic growth and ensure stable inflation. The banking sector showed
resilience in both years, with growth in financial and insurance services, continuing to support
investment and economic activity.

Infrastructure development became a more pronounced factor in 2024, with the country launching
a $3.1 billion modern standard gauge railway connecting Dar es Salaam to Dodoma. This project is
expected to significantly boost trade efficiency, reduce transport costs, and stimulate regional
economic integration. In contrast, 2023 saw more focus on internal economic stabilization and
sectoral growth but lacked the high-profile infrastructure advancements seen in 2024.

Foreign exchange earnings from tourism also showed a steady recovery in 2024, with more
international visitors contributing to the economy, compared to the more subdued tourism activity in
2023 due to global disruptions. The sector's recovery was also supported by the country’s growing
reputation as a sustainable and attractive tourist destination.

In summary, 2024 saw stronger overall economic performance compared to 2023, with real GDP
growth higher, inflation slightly lower, and significant advancements in infrastructure projects. Both
years demonstrated economic resilience, but 2024 marked an acceleration in investment and
infrastructure development, helping to position the economy for continued growth in the future.
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22 TREASURY POLICY

The Bank maintains a well-documented treasury policy that outlines approved Treasury activities in
the Bank and how various risks that arise from such dealings together with other Banking activities
are identified, measured and managed. These, among others, include liquidity risk, foreign
exchange risk and interest rate risk.

Regulatory ratios and internal limits on the above stated risks are stipulated in the policy to enable
an efficient monitoring of compliance. Moreover, to combat any losses that may result from dealing
activities, the policy allows for establishment of dealer limits, counterparty limits and stop-loss limits
that must be reviewed regularly and kept up to-date. In addition to this, roles and responsibilities of
Treasury staff, Market Risk unit, senior management and Assets and Liabilities Committee (ALCO)
members in complying with the policy are stated.

Assets and Liability Management (ALM) Policy covers a strategic management of the Bank’s
balance sheet and off-balance sheet items intending to achieve sustained growth, profitability and
solvency. It involves a multiplicity of management activities and responsibilities, including the
formulation of short and long-term strategic objectives and the management of inherent financial
risks. Also, It involves managing the mix of the Bank’s balance sheet to attain maximum return within
the Bank’s risk appetite, while maintaining regulatory compliance. The ALM Policy highlights a set
of actions and procedures designed to manage the Bank’s financial risks to ensure competitive
return on assets by putting in place specific predefined risk management policies.

i) Liquidity Management

Liquidity Risk Management Policy provides guidance on management of liquidity risk under normal
and stressed conditions. The policy prescribed a framework for making liquidity management
decisions in the Bank, approaches to funding and liquidity operations, limits to liquidity risk
exposures, regulatory compliance, reporting, controls and contingency funding planning.

The Bank’s sound and robust liquidity management process, as carried out within the Bank and
monitored by ALCO, encompasses the following:

- Day-to-day funding, managed by monitoring future cash flows to ensure that daily obligations
can be met. This includes replenishment of funds as they mature or borrowed by customers.
The Bank maintains an active presence in money markets to enable this to happen.

«  Maintaining a portfolio of highly liquid and marketable securities that can easily be liquidatec
as protection against any unforeseen interruption to cash flows.

«  Monitoring balance sheet liquidity ratios, i.e., Liquid Asset Ratio (LAR), Loan to Deposit Ratic
(LDR) and Long-term Funding Ratio (LTFR) against internal and regulatory requirements.

* Managing the concentration and profile of debt maturities.

» Diversification of depositor base.

»  Performing Liquidity stress and scenario tests; and

* Maintaining a robust and effective contingency funding plan.

It is vital to know that changes in interest rates impact the overall profit of the Bank. Hence, in
addition to liquidity management, the Bank manages its interest expenses through regular review of
the fixed deposit rates and other savings accounts rates, together with striving to obtain reasonable
and fair borrowing rates from the interbank and multilateral lenders.
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22 TREASURY POLICY(CONTINUED)
if) Foreign Exchange risk
Foreign Exchange risk is a current or prospective exposure to earnings and capital arising from

adverse movement in currency exchange rate. The Treasury policy mainly focuses on foreign
exchange risk that arises from trading activities whose management principles are as outlined

below.
e Identification of foreign exchange risks in the trading and Banking book.
e Risk appetite specification in the form of limits and triggers.
e Breach management.
e Price validation and profit recognition.
e Sign off positions and profit or loss; and,

Reporting and management of foreign exchange risk.
The policy further outlines the roles and responsibilities of ALCO, Market risk unit and foreign
exchange traders in managing this risk for the Bank.

iii) Interest rate risk

Interest rate risk is the risk that arises from mismatches between the re-pricing dates on interest rate
sensitive assets and liabilities in the normal course of business activities. Treasury policy explains
the types of interest rate risk together with methods for measuring and managing it. The policy
additionally outlines the roles and responsibilities of ALCO and Treasury in their involvement with
managing the risk. All these are disclosed both internally via reports to ALCO (monthly) and Board
Credit Risk and Compliance Committee (BCRCC) on a quarterly basis and publicly through annual
financial reports. All borrowings have been disclosed under note 24 and 25 to the financial
statements. Interest rate sensitivity analysis is disclosed under note 10.5.1 ’

iv) Contingency Funding Plan

Liquidity contingent plan puts down procedures of dealing with liquidity problem. It consists of a set
of policies and procedures that serve as a blueprint for PBZ to meet its funding needs in a timely
manner and at a reasonable cost. It helps to ensure that PBZ prudently and efficiently

iv) Contingency Funding Plan (continued)

The Board assume final responsibility for the risk management and internal control systems of the
Bank. It is the task of management to ensure that adequate internal control and operational control
systems are developed and maintained on an ongoing basis to provide reasonable assurance
regarding:

e The effectiveness and efficiency of operations.
The safeguarding of the Bank’s assets.
Compliance with applicable laws and regulations.
The reliability of accounting records.
Business sustainability under normal as well as adverse conditions; and

e Responsible behaviours towards all stakeholders
The Board assessed the internal control systems throughout the year under review and is of the
opinion that they met accepted criteria. Taking risk is an integral part of any financial institution, and
the operational risks are inevitable consequence of being in business. The Bank’s aim is therefore,
to achieve an appropriate balance between the risk and return and minimize potential adverse
effects on the Bank’s financial performance. The Board is responsible for identifying the major
business risk faced by the Bank and to determine the appropriate course of action to manage those
risks. Risk management is carried out by the department responsible for Risk and Compliance under
policies approved by the Board of Directors. Internal Audit Department is responsible for the
independent review of risk management and the control environment. The most core risks are credit
risk, liquidity risk, interest risk, foreign currency risk and operational risks oard carries out risk
and internal control assessment through Board Audit Committee. ;
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23 ENVIRONMENTAL, SOCIAL AND GOVERNANCE (ESG)

PBZ strives to integrate material environment, social and governance factors alongside the
financial factor to optimize the risk return profile of the bank financial portfolio. Environmental and
social sustainability are fundamental aspects of achieving desired outcomes and are consistent
with our long-term growth strategy. In the PBZ's 2025-2029 Strategic Plan also reaffirms its
dedication to excellence, innovation, and sustainable growth, while embedding Economic, Social,
and Governance (ESG) principles into its core strategy. PBZ’s commitment to balancing profit with
purpose, positions it as a leading bank in responsible growth, ensuring that it not only thrives in
the competitive market but also contribute positively to society.

PBZ bank believes that working to promote sustainability both for our firm and for our clients is
good business practice. This belief is reflected in our dedication to financing and credit business
opportunities with positive environmental and social impacts, actively mitigating environmental,
social and climate related financial risks associated with client transactions, reducing our
operational risk. Our commitment to sustainability is also aligned with, and contributes to,

PBZ's Vision is to serve as a leader in the provision of valued financial services to our customers
and other stakeholders. Considering the crucial impact of environmental conservation, the bank
has developed a specific environmental, social and climate related financial risk management
policy. The objective is to guide the Bank to transition towards climate resilient operations and
investments and to provide the framework at which actual and potential direct and indirect
environmental and social impacts because of the bank’s operations or financing program can be
managed.

23. 1 Climate-related Risks and Opportunities:

As part of our commitment to sustainable banking, we have implemented measures to assess and
mitigate climate-related risks, both physical and transitional. We are particularly focused on the
impacts of climate change in Tanzania, where both droughts and floods pose significant risks to
agricultural and infrastructure sectors.

Physical Risks: The bank has assessed the potential impact of extreme weather events on our
lending portfolio, especially in sectors like agriculture, real estate, and energy. We are consulting
and working with clients in these sectors to implement climate-resilient strategies, and the bank
targets to increase percentage of green loan from total portfolio by 40% in 2029.

Transition Risks: As Tanzania shifts toward cleaner energy solutions, we keen supporting the
transition by financing renewable energy projects and encouraging businesses to reduce carbon
footprints. We have strategies to improve our portfolio into a growing number of green bonds and
projects aligned with Tanzania and Africa’s energy transition goals.

23. 2 Carbon Emissions and Energy Use:

We are committed to reducing our operational carbon footprint. In 2024, we started to reduce the
number of paper printings by introducing an online approval system and officialize emails as
means of communication, activities approvals and payments, same PBZ plan to reduce energy
consumption across all branches, primarily through energy-efficient lighting, bank plan to reduce
paper usage by 50% in 2029.

23.3 Waste and Water Management:

Waste Management: In 2024, PBZ reduce substantial amounts of waste in the decision to reduce
paper usage, distributing dustbins across all branches to manage waste properly. Bank
management aims to reduce waste sent to landfills by 20% by implementing recycling programs
across all branches.

Water Use: We plan to reduce water consumption in our head Q/:ff cé-al

id:major branches by 30%
through the installation of low-flow fixtures and better water “practi

practices.
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25

26

27

GENDER PARITY AND STAFF STRENGTH

The Bank gives equal access to employment opportunities and ensures that the best available
person is appointed to any given position free from discrimination of any kind and without regard to
factors like gender, marital status, tribe, religion and disability which does not impair ability to
discharge duties. As of 31 December 2024, the Bank had 524 staff 299 staff (57%) were males and
225 staff (43%) were females (2023: 485). Permanent staffs were 519 employees while 5
employees were under three-year renewable contracts.

POLITICAL DONATIONS
The Bank did not provide donations during the year ended 31t December 2024.
RELATED PARTY TRANSACTIONS

Parties are related if one party can control the other party or exercise significant influence over the
other party in making financial or operational decisions. In the normal course of business, several
Banking relationships are entered into with related parties’ i.e., key management staff, Directors,
their associates and companies associated with Directors. Such

relationships are guided by policies approved by the Board to ensure the same is done at arm’s
length.

The volumes of related party transactions for the year and the outstanding amounts at the year-end
are provided under Note 44 to the financial statements.

CORPORATE SOCIAL RESPONSIBILITIES AND CHARITABLE DONATION

In the year ended 31 December 2024, The People’s Bank of Zanzibar Limited (PBZ) significantly
increased its corporate social responsibility efforts, allocating a total of TZS 580 million, a substantial
rise from TZS 498 million in 2023. This increase reflects the Bank’s growing commitment to making
a positive impact in various sectors that are vital to the community’s well-being and long-term
development. PBZ’s contributions were spread across several key areas, including health, tourism,
education, and sports, through a range of donations and sponsorships aimed at improving local
infrastructure, promoting sustainable practices, and enhancing access to essential services. These
efforts were designed to support the social and economic growth of Zanzibar, fostering opportunities
for improved healthcare, education, cultural preservation, and youth development. The Bank’s
support is a testament to its corporate responsibility and its dedication to contributing to the overall
progress of society, ensuring that the community benefits from its continued growth and success.

(a) Education

In 2024, the Bank spent TZS 70 million to support important educational projects across Tanzania,
making a meaningful difference in the country’s education system. The funding helped improve the
infrastructure and resources at the Tanzania Centre for Education, increasing access to quality
education. It also supported the opening ceremony and orientation program for new university
students, helping them transition smoothly into higher education. These investments boosted
student performance and strengthened the overall education system, highlighting the importance
of continued support for education to ensure long-term success for both students and the country.
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27 CORPORATE SOCIAL RESPONSIBILITIES AND CHARITABLE DONATION (CONTINUED)

(b) Health

PBZ made a significant and impactful donation of TZS 120 million, underscoring its deep

commitment to supporting the government’s efforts in improving public health and enhancing

the

well-being of communities. A substantial portion of this donation was strategically allocated to a
range of transformative healthcare initiatives, such as the Maisha Bora Foundation’s medical
camps, which provided essential healthcare services to underserved populations. Additionally, PBZ
contributed to the expansion and upgrade of the Zayadesa Health Center, ensuring better
healthcare infrastructure and facilities for residents. The funds also supported various other health
centres, facilitating the delivery of crucial medical services. Furthermore, PBZ’'s generous
contribution helped fund comprehensive health check-up programs, enabling individuals to access
preventative care and early diagnosis for a wide range of health conditions. This donation is a
testament to PBZ’s long-term vision of creating a healthier, more resilient society, reinforcing its

dedication to corporate social responsibility and its role in driving positive, lasting change in
region.

(c) Blue economy

the

In 2024, the bank strategically allocated a TZS 50 million fund to support the Blue Economy, aiming
to promote sustainable use of ocean resources and foster greater community and business
engagement. The fund was used to organize seminars, training sessions, and conferences focused
on Blue Economy activities, providing key stakeholders with the knowledge and skills necessary for
sustainable practices. Additionally, the funds were directed toward various engagement initiatives,
including advertising campaigns to raise awareness about the importance of the Blue Economy and
its potential. Specific focus was given to promoting the responsible management of oil blocks and
encouraging the public to participate in marine conservation and sustainable resource utilization.

This initiative underscores the bank's commitment to supporting long-term environmental

sustainability and economic growth within the Blue Economy.

(d) Sports

In 2024, PBZ (People's Bank of Zanzibar) has positioned itself as a prominent supporter and
promoter of sports, significantly contributing to the growth and development of various sporting
activities across Zanzibar. With a total investment of around TZS 800 million, the bank has not only
provided financial assistance but also supported the purchase of essential sports equipment in both
Unguja and Pemba, aiding in the advancement of grassroots sports. As part of its sponsorship
initiatives, PBZ has committed TZS 550 million to the PBZ Premier League and TZS 100 million to
the Yamle Yamle Cup, demonstrating its dedication to enhancing football and other competitive
events in the region. Beyond these contributions, PBZ’s involvement extends to a wide array of
sports, including the Women’s Premier League, football academies, beach soccer, marathons, and
boxing, ensuring a broad impact across different sports disciplines. Through these efforts, PBZ is
fostering greater inclusivity, encouraging participation from various groups, and helping to develop
the sports infrastructure, nurturing local talent, and contributing to the overall growth of sports

culture in Zanzibar.
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27 CORPORATE SOCIAL RESPONSIBILITIES AND CHARITABLE DONATION (CONTINUED)

(e) Social and Other

The bank has invested a generous TZS 600 million to support a wide range of impactful social
initiatives that uplift and empower the Zanzibar community. This significant contribution has been
directed towards providing essential food supplies for orphanages, ensuring nourishment during the
holy month of Ramadan, and hosting vibrant celebrations to mark the Islamic New Year. In addition,
the bank has actively promoted gender equality by organizing events for International Women's
Day, fostering greater social awareness and inclusion. The bank’s support extends to agricultural
projects that promote local growth and sustainability, as well as various other activities designed to
strengthen community bonds and improve the quality of life for Zanzibar's residents. Through these
diverse and thoughtful contributions, the bank demonstrates an unwavering commitment to social

responsibility, helping to create lasting, positive change in society.

(f) Islamic Charity fund

In 2024, the bank dedicated TZS 70 million from its Islamic division to support a wide range of
community-driven programs aimed at improving the lives of those in need. The funds were used to
assist widows, the poor, and orphans, providing them with financial support, resources, and
assistance to help improve their quality of life. In addition, the bank made significant contributions
to madrasas, ensuring that Islamic education continued to thrive and reach more students. The
bank also focused on capacity-building programs, which helped individuals gain valuable skills,

enabling them to better support themselves and their families. Through these efforts, the bank

not

only adhered to its Islamic principles but also played a key role in promoting social justice and
economic empowerment, creating lasting positive impacts in local communities and working toward

a more equitable society.
28 EMPLOYEES WELFARE

(a) Training Facilities

Training is the learning process of imparting and sharpening skills of an employee to enable him/her
to perform duties efficiently. The Bank continued to offer long and short-term training facilities to

employees with a view to building up their capacity.

During the year ended 31 December 2024 the Bank engaged to train its employees for the purpose

of improving the following:

customer services,

Staff morale

Shaping behaviour and attitudes of staff towards organizational performance.
Staff improvement to cutter further customers’ needs

. Compliance with regulatory bodies (BOT, TRA and others)

Bank built a modern training centre at Mlandege Zanzibar with capacity of handling more than 50
staff, the centre provides conducive environment and equipment’s for staff learning, various
trainings and workshops will be conducted throughout a year, that will highly improve awareness
on various bank products and customer handling technique that can help the bank staff to be more

productive.
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28 EMPLOYEES WELFARE (CONTINUED)

(b) Medical Assistance

2% \0 2025

The Bank fully meets the cost of medical consultation and treatment for all employees and their
immediate family members. During the year ended 31 December 2024 the Bank provided health
service care through health insurance service scheme. Each staff with a maximum of four
dependents is granted medical service by the Bank.

(c) Financial Assistance to Staff

The Bank offers salary advances free of charge of up to three-months to any member of staff as
per Staff Regulations in place. Also, it provides loans to its staff up to TZS. 200 million depending
on employee salary levels. Other financial assistance offered are mortgage loan,
motorcar/motorcycle loan and education loan

(d) Persons with Disabilities

Applications for employment by persons with disability are always being considered. In the event of
members of staff becoming disabled, every effort is made to ensure that his/her employment with
the Bank continues. Disable staff are given best treatment and conducive environment to perform
their duties smoothly.

(e) Employees Benefit Plan

The Bank pays contributions to a publicly administered pension scheme on mandatory basis, which
qualifies to be a defined contribution plan. The number of employees as at 31 December 2024 was
524 (2023: 485). The Bank is contributing 14% of gross salary for each employee to Social Security
Fund includes 1% of workers compensation fund. During the period under review, the Bank
contributed TZS 1,393 million (2023: 1,327 million) to the Fund for employee’s benefit.

(f) Relationship Between Management and Employees

There was continued good relationship between employees and management of the PBZ Bank for
the year ended 31 December 2024. There were no unresolved complaints received by management
from employees during the year under review

29 AUDITOR

According to Article 112 of the Constitution of Zanzibar of 1984 and the Public Audit Act No.7 of
2023 and Public Finance Management Act No. 12 of 2016, the Office of the Controller and Auditor
General Zanzibar serves as the Statutory auditor of The People's Bank of Zanzibar Limited (PBZ
or the Bank). However, in accordance with Section 33 of the Public Audit Act, M/S
PricewaterhouseCoopers (PwC) has been appointed to audit The People's Bank of Zanzibar
Limited (PBZ) on behalf of the Office of the Controller and Auditor General Zanzibar (OCAGZ).
PwC will carry out the financial statements audit in accordance with International Standards of
Auditing (ISA5), while OCAGZ will carry out the operations and compliance audits of procurement
of works, goods and services and budget formulation and execution

o
Mr. Arafat A Haji
Managing Director

27\ 2\ s
Date

Mr. Joseph A. Méza
Chairman of the Board

2R\3\ oL
Date
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The Zanzibar Companies Act No 15 of 2013 and Tanzania Companies Act of 2002 requires the
Directors to prepare financial statements for each financial period which present fairly, in all
material respects, the state of financial affairs of the Bank as at the end of each financial year
and of its profit or loss. It also requires the Directors to ensure that the Bank keeps proper
accounting records that disclose, with reasonable accuracy, the financial position of the bank.
The Directors are also responsible for safeguarding the assets of the Bank and hence for taking
reasonable steps for the prevention and detection of fraud, error and other irregularities

The Directors accept responsibility for the annual financial statements, which have been prepared
using appropriate accounting policies supported by reasonable and prudent judgments and
estimates, in conformity with with IFRS Accounting Standards and the requirements of the
Zanzibar Companies Act No 15 of 2013 and the Banking and Financial Institutions Act, 2006.

The Directors are of the opinion that the financial statements give a true and fair view of the state
of the financial affairs of the Bank and of its financial performance in accordance with IFRS
Accounting Standards. The Directors further accept responsibility for the maintenance of
accounting records that may be relied upon in the preparation of financial statements, as well as
designing, implementing and maintaining internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement whether due to fraud
or error.

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

BY ORDER OF THE BOARD

———

Mr. Joseph A. Meza Mr. Arafat aji
Chairman of the Board Managing Director

Pl AT 25\ 2\ L3
Date Date
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The National Board of Accountants and Auditors (NBAA) according to the power conferred under
the Auditors and Accountants (Registration) Act. No. 33 of 1972, as amended by Act No. 2 of 1995,
requires financial statements to be accompanied by a declaration issued by the Head of Finance
responsible for the preparation of financial statements of the entity concerned

It is the duty of a Professional Accountant to assist the Board of Directors to discharge the
responsibility of preparing financial statements of an entity showing a true and fair view of the
entity’s financial position and performance in accordance with applicable IFRS Accounting
Standards and statutory financial reporting requirements. Full legal responsibility for the preparation
of financial statements rests with the Board of Directors’ as per the Statement of Directors’
Responsibility on page 33.

I, Anwar A. Saleh being the Director of Finance of People’s Bank of Zanzibar Limited hereby
acknowledge my responsibility of ensuring that the financial statements for the year ended 31
December 2024 have been prepared in compliance with International Financial Reporting
Standards and the requirements of the Zanzibar Companies Act No 15 of 2013 Banking and
Financial Institutions Act (BFIA), 2006 and its regulations.

| thus confirm that the financial statements give a true and fair view of the financial performance of

People’s Bank of Zanzibar Limited for the year ended 31 Dec 2024 and its financial position as on
that date and that they have been prepared based on properly maintained financial records.

Signed by: Anwar A. Saleh

Position: Director of Finance

XL\ oK

NBAA MembeYhip o: ACPA 6403
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INDEPENDENT AUDITOR’S REPORT

TO THE SHAREHOLDERS OF THE PEOPLE’S BANK OF ZANZIBAR LTD (PBZ2).

RE: REPORT OF THE CONTROLLER AND AUDITOR GENERAL ON THE FINANCIAL
STATEMENTS OF PEOPLE’S BANK OF ZANZIBAR LIMITED (PBZ)
FOR THE YEAR ENDED 31 DECEMBER 2024.

Report on the financial statements
My Opinion

In my opinion, Bank financial statements give a true and fair view of the Bank’s financial position
of People’s Bank of Zanzibar Limited (PBZ) as at 31 December 2024 and its Bank financial
performance and Bank cash flows for the year then ended in accordance with International
Financial Reporting Standards and the requirements of the Tanzanian Companies Act, CAP 212
Act No. 12 of 2002, Zanzibar Companies Act No 15 of 2013 and the Banking and Financial
Institutions Act, 2006.

What | have audited

I have audited the Bank’s financial statements of the People’s Bank of Zanzibar Limited (PBZ)
which comprise of.
e The Bank statements of financial position as at 31st December 2024;
The Bank statement of comprehensive income for the year then ended.
The Bank statement of changes in equity for the year then ended.
The Bank statement of cash flows for the year then ended; and
The notes to the financial statements, which include a summary of material accounting
information and disclosures and other explanatory information.

Basis of opinion

| conducted my audit in accordance with International Standards of Supreme Audit Institutions
(ISSAIs). My responsibilities under those standards are further described in the Auditor's
Responsibilities for the audit of the Bank financial statements section of my report.

| believe that the audit evidence | have obtained is sufficient and appropriate to provide a basis
for my opinion.

Independence
I am independent of the Bank in accordance with the International Ethics Standards Board for
Accountants’ Code of Ethics for Professional Accountants (IESBA Code) together with the

National Board of Accountants and Auditors (NBAA) Code of Ethics, and | have fulfilled my other
ethical responsibilities in accordance with these requirements.
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INDEPENDENT AUDITOR’S REPORT

TO THE SHAREHOLDERS OF THE PEOPLE’S BANK OF ZANZIBAR LTD (PBZ) (CONTINUED)

Report on the financial statements (CONTINUED)

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, were of most
significance in my audit of the Bank financial statements of the current period. These matters
were addressed in the context of my audit of the Bank financial statements, and in forming
my opinion thereon, and | do not provide a separate opinion on these matters

Key Audit Matter

How my audit addressed the key audit

matter

Impairment of loans and advance and financing My audit procedures included:

to customers.

As at 31 December 2024, the provision for
impairment on loans and Islamic financing to
customers at Amortized Cost is TZS 10,626,334
(2023: TZS 9,123,093). This represents the
estimation of expected losses at the year end.

| undertook an assessment of the
Bank'’s provisioning methodology
and compared it with the
requirements of IFRS 9.

| reviewed the application of the

o . L business model to existing
The determination of appropriate provisions for portfolios and reviewed the
impairment is a key audit matter as it requires results of the Solely Payments of
management judgement, is subject to estimation Principal and

uncertainty and relies on available data.

Areas which involve judgement and estimates
include determination of probability of default
(PDs), exposure amount given default (EAD) and
ascertaining of future cash flows which the bank
will obtain when realizing the assets pledged as
collaterals.

There is a risk that the provision for impairment of
financial assets does not represent a complete
and accurate estimate of expected losses and

Interest test for relevant financial
instruments.

| evaluated the design and
operating effectiveness of the
Bank’s controls and IT controls
around credit management, ECL
model and provision assessment.

| tested key controls over
completeness and accuracy of

that the carrying value of these items is data inputs to loan loss
misstated. provisioning.

This includes the risk that the ECL model is not in e lassessed management’s
compliance with IFRS 9. assumptions in relation

The accounting policy and key sources of
estimation uncertainty in relation to financial
asset impairment provisions are disclosed in
Note 7 to the financial statements.

Assessment of Probability of Default (PD) and
Loss Given Default (LGD).

‘significant increase in credit risk’
and the allocation of loans to
various categories based on the
levels of risks; The management
is required to estimate probability
and exposures at default. This
involves consideration of certain
factors including macro-economic
variables such as inflation and
economic growth.

| reviewed the IFRS 9 and IFRS 7
disclosures for adequacy and
compliance with the amendments
relating to IFRS 9.
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INDEPENDENT AUDITOR’S REPORT

TO THE SHAREHOLDERS OF THE PEOPLE’S BANK OF ZANZIBAR LTD (PBZ)

(CONTINUED)
Key Audit Matters (continued)

Key Audit Matter

Application of historical and forward- looking
information, including macro- economic factors in
the assessment of the PDs.

Assessing and forecasting expected future cash
flows from impaired (stage 3)loans and advances
to customers and assessing the financial
condition of the counterparty, estimated
recoverable amounts and collateral realisation.

How my audit addressed the key audit

matter

| tested a sample of loans to
ensure that they have been
included in the correct
stage/buckets depending on the
risk profiles of the customers in
accordance with the Bank’s
methodology and IFRS 9; and,

| understood the ECL models and
the key inputs and selected a
sample for testing, taking into
consideration both quantitative
and qualitative factors. The
quantitative factors were primarily
based on our performance
materiality while the qualitative
factors considered aspects such
as facilities watch-listed by
management and the regulator,
nonperforming borrowers known
from publicly available information
and borrowers in sectors that are
not performing as expected

For the selected sample of NPLs, |
inspected the related loan files and
evaluated that the inputs in the
ECL models agreed to the
supporting documentation in the
files. Inputs considered included
interest rates which are used as
the discount factors, outstanding
loan balances which are the basis
for determining the LGD, value of
the collateral held which is the
basis for expected cash flows from
loans to be recovered through
foreclosure.

38



INDEPENDENT AUDITOR’S REPORT

TO THE SHAREHOLDERS OF THE PEOPLE’S BANK OF ZANZIBAR LTD (PBZ)

(CONTINUED)

Key Audit Matters (continued)

Key Audit Matter How my audit addressed the key audit matter

| evaluated whether the basis for
determining the expected net cash
flows from the loans was reasonable in
the circumstances. This included
evaluating that expected cash flows
based on foreclosure are based on the
collateral Forced Sale Values as
determined by the external valuer and
as adjusted by appropriate haircuts, or
as otherwise justified by management,
including reflecting available
supportable information which reflects
borrower specific and/or current market
conditions. For cash flows expected
from repayments by the borrowers, |
evaluated that they were supported by
enforceable commitments and evidence
of source of cash to be used by the
borrower to repay the loans.
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INDEPENDENT AUDITOR’S REPORT

TO THE SHAREHOLDERS OF THE PEOPLE’S BANK OF ZANZIBAR LTD (PBZ2)

(CONTINUED)

Other information

The directors are responsible for the other information. The other information comprises with
List of Abbreviations, Corporate Information, The report by those charged with Governance,
Statement of Directors’ Responsibilities and the Declaration by the Head of Finance but does
not include the Bank’s financial statements and my auditor’s report thereon.

My opinion on the Bank financial statements does not cover the other information and | do
not express any form of assurance conclusion thereon. In connection with my audit of the
Bank financial statements, my responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the Bank financial
statements, or my knowledge obtained in the audit.

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

Responsibilities of the Directors for the Bank Financial Statements

The Directors are responsible for the preparation and fair presentation of the Bank financial
statements in accordance with International Financial Reporting Standards and the
requirements of the Tanzanian Companies Act, CAP 212 Act No. 12 of 2002, Zanzibar
Companies Act No 15 of 2013 and the Banking and Financial Institutions Act, 2006, and for
such internal control as the directors determine is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error,
in preparing the Bank financial statements, the Directors are responsible for assessing the
Bank’s ability to continue as a going concern, disclosing, as applicable, matters related to
going concern and using the going concern basis of accounting unless the Directors either
intend to liquidate the Bank or to cease operations, or have no realistic alternative but to do
so the directors are responsible for overseeing the Bank’s financial reporting process

Responsibilities of the Controller and Auditor General

My objectives are to obtain reasonable assurance about whether the Bank financial statements
are free from material misstatement, whether due to fraud or error, and to issue an auditor’'s
report that includes my opinion. Reasonable assurance is a high level of assurance, but it is not
guaranteed that an audit conducted in accordance with ISAs will always detect a material

misstatement when it exists.

Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users

taken based on these Bank financial statements.
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INDEPENDENT AUDITOR’S REPORT

TO THE SHAREHOLDERS OF THE PEOPLE'S BANK OF ZANZIBAR LTD (PBZ)
(CONTINUED)

Responsibilities of the Controller and Auditor General (continued)

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

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

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

e Evaluate the appropriateness of accounting policies used and the reasonableness
of accounting estimates and related disclosures made by the Directors.

e Conclude on the appropriateness of the Directors’ use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Company’s ability to continue as a going concern. If | conclude that a material
uncertainty exists, | am required to draw attention in my auditor's report to the
related disclosures in the financial statements or, if such disclosures are
inadequate, to modify my opinion. My conclusions are based on the audit evidence
obtained up to the date of my auditor’s report. However, future events or conditions.

e May cause the Bank to cease to continue as a going concern.

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

e Obtain sufficient appropriate audit evidence regarding the financial information of
the entities or business activities within the Bank to express an opinion on the
financial statements. | am responsible for the direction, supervision and
performance of the Bank audit. | remain solely responsible for my audit opinion.

| communicate with the Directors regarding, among other matters, the planned scope and timing
of the audit and significant audit findings, including any significant deficiencies in internal control
that | identify during my audit.

| also provide the Directors with a statement that | have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on my independence, and where applicable,
related safeguards.
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INDEPENDENT AUDITOR’S REPORT

TO THE SHAREHOLDERS OF THE PEOPLE'S BANK OF ZANZIBAR LTD (PBZ)
(CONTINUED)

Responsibilities of the Controller and Auditor General (continued)

From the matters communicated with the Directors, | determine those matters that were of
most significance in the audit of the Bank financial statements of the current period and are
therefore the key audit matters. | describe these matters in my auditor's report unless law or
regulation precludes public disclosure about the matter or when, in extremely rare
circumstances, | determine that a matter should not be communicated in my report because
the adverse sequencgs of doing so would reasonably be expected to outweigh the public
interest bene communication.

Dr. Othman Abbas Ali

Controller and,Auditor General _
264 Manel, | apa

Date
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THE PEOPLE'S BANK OF ZANZIBAR LIMITED (PBZ)
STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2024

2024 2023
Notes TZS’000 TZS’000
Interest and similar income 31 161,207,816 121,705,154
Interest and similar expense 32 (44,556,549) (21,188,819)
Net interest income 116,651,267 100,516,335
Net fees and commissions 33 20,272,737 15,254,704
Net income from Islamic financing 34 11,591,074 10,526,843
Net foreign exchange income 35 6,102,115 6,220,469
Other operating income 36 2,194,186 1,076,636
Total non-interest income 40,160,112 33,078,652
Net operating income before ECL charge 156,811,379 133,594,987
Charge of ECL - loan and financing 37 (3,181,987) (1,337,787)
Change of ECL - other assets 37 (381,357) (3,768,996)
Write-off of assets 38 - (10,149)
Net operating income 153,248,035 128,478,055
Personal expenses 39 (22,294,737) (21,156,016)
General and administrative expenses 40 (24,908,650) (21,751,342)
Other operating expenses 41 (13,958,737) (11,508,189)
Total operating expenses (61,162,124) (54,415,547)
Profit before income tax 92,085,911 74,062,508
Income tax 42 (29,582,506) (22,777,952)
Profit for the year 62,503,405 51,284,556
Other Comprehensive income:
Gain on fair value change on equity
instrument measured at FVOCI (net of tax) 246,580 a8 740
Total Comprehensive Income for the Year 62,749,994 51,666,301
Basic and Diluted earnings per share 201.62 165.43
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THE PEOPLE'S BANK OF ZANZIBAR LIMITED (PBZ)

STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2024

ASSETS

Cash and balance with Bank of Tanzania
Placement with other banks

Cheques & items for clearing
Government securities at amortized cost
Loans and advances to customers
Islamic Financing and Investment to customer
Equity investment at Fair Value -OClI
Other assets

Property and equipment

Right on Use Asset

Intangible assets

Deferred tax asset

TOTAL ASSETS

Liabilities

Deposits due to customers-conventional
Deposits due to customers-Islamic
Deposits due to banks

Other liabilities

Lease liability payable

Debt securities at amortized cost
Borrowings

Corporate tax payable

Equity attributable to owners
Share capital

Government grant

Regulator risk reserve
Retained earning

Other reserves

TOTAL LIABILITIES AND EQUITY

The financial st

on itW

Mr. steph A. Meza
Chairman of the Board

22 \2\ v\ S

Date

ents were approved for issue on

Notes

10
11
47
12
13
14
15
16
17
18

25

20

21
22 .
23
24
43

26

28
29
30

2024
TZS’000

198,059,004
760,083,339
445,313
164,216,087
1,056,110,083
156,785,093
4,451,610
100,516,004
32,975,229
8,220,413
13,889,509
9,609,746

2023
TZS’000

640,969,430
188,830,909
615,087
88,994,762
935,575,786
103,345,465
3,413,599
25,918,542
31,825,048
8,254,025
13,811,519
10,249,548

2,505,361,430

2,051,803,720

1,402,671,599

1,317,492,551

549,999,027 414,420,151
253,852 170,475
71,017,921 8,417,846
7,726,895 8,081,710
20,418,171 20,418,171
203,326,661 90,139,938
2,259,416 707,521
2,257,673,542 1,859,848,363
31,000,000 31,000,000
3,258,239 3,275,701
4,326,853 11,485,009
206,950,285 144,111,297
2,152,512 2,083,350
247,687,889 191,955,357

2,505,361,430

2,051,803,720

by the Board of Directors and signed

Managing

2P AYA LG

Date
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THE PEOPLE'S BANK OF ZANZIBAR LIMITED (PBZ)

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2024

Cash flow from Operating activities
Profit for the year

Adjustments for:

Depreciation of Property and Equipment
Depreciation of Right on Use Asset
Adjustment on Lease

Gain or loss on disposal

Finance cost on Lease Liability
Amortization of intangible assets
Amortization of government grant

Changes in operating assets and liabilities:
Change in statutory minimum reserve

Change in government securities

Change in Loans and advances to customers
Change in Islamic Financing

Change in other assets

Change in deposits from customers

Change in deposits from banks

Change in other liabilities

Cash generated from operations
Income tax paid

Net cash (used in) generated from operating
activities (a)

Cash flows from investing activities

Acquisition of Property and equipment
Acquisition of Intangible Assets

Net cash used in investing activities (b)
Cash flow from financing activities

Receipt on borrowing

Repayment on borrowing

Payment of lease liabilities -rent paid

Dividend payment

Net cash flows generated from /(used) financing
activities (c)

Net increase in cash and cash equivalents (a+b+c)
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Notes

17
18

19

43

17
19

24
24
22

44

2024 2023
TZS'000 TZS'000
92,085,911 74,062,508
3,647,817 3,663,350
1,799,327 1,489,414
(45,986) -
84,349 (2,996)
751,831 550,808
778,582 749,612
(17,462) (17,462)
6,998,458 6,432,726

(40,765,217)
(75,221,325)

(37,845,565)
(21,717,504)

(120,534,297)  (214,504,644)
(53,439,628)  (22,710,282)
(74,597,462)  (10,197,803)
220,757,924 668,680,079

83,377 (1,390,410)
62,600,075 363,542
17,967,816 441,172,647

(27,390,809)  (23,324,024)
(9,422,991) 417,848,623
(5,088,073) (6,190,589)
(856,570) (900,520)
(5,944,643) (7,091,109)
416,587,945 12,740
(303,401,222)  (63,492,715)
(2,826,375) (2,398,166)
(7,000,000) (6,585,982)
103,360,348  (72,464,123)
87,992,712 338,293,391
753,779,789 415,486,399
841,772,501 753,779,790
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THE PEOPLE’S BANK OF ZANZIBAR LIMITED (PBZ)
FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2024

NOTES
1 GENERAL INFORMATION

The People's Bank of Zanzibar Limited (the Bank) is a limited liability company incorporated in 1966
under the Zanzibar Companies Decree (Cap. 153) which has been repealed and replaced by
Companies Act No.15 of 2013 domiciled in Zanzibar. The address of its registered office is:

People Bank of Zanzibar Limited
Mpirani ZIC Building,
P.O. Box 1173

. Zanzibar, Tanzania.

2 MATERIAL ACCOUNTING POLICIES
The financial statements have been prepared on a historical cost basis, except for the following.

= Debt instrument at fair value through OCI and motor vehicles measured at fair value

= Other financial assets and liabilities measured at amortised cost as explained in the
accounting policies.

= Financial assets measured at FVPL

= Equity instrument measured at FVOCI

= Equity instrument measured at FVPL

In the preparation of financial statements, the Bank has considered the impact of macro-economic
and geopolitical uncertainty, especially on areas which need significant estimates and judgements
and considered materiality assessments.

The financial statements are presented in Tanzania shillings (TZS) which is the functional
currency, and the amounts are rounded to the nearest million, except where otherwise indicated.

The Bank has prepared its financial statement on the basis that it will continue to operate as a
going concern.

(a) Basis of preparation
i) Compliance with IFRS Accounting Standards

The Bank’s financial statements have been prepared in accordance with International Financial
Reporting Standards (IFRS) and interpretations issued by the IFRS Interpretations Committee
(IFRS IC) applicable to companies reporting under IFRS. The financial statements comply with
IFRS as issued by the International Accounting Standards Board (IASB) and are prepared in the
manner required by the Companies Act No.12 of 2002, Zanzibar Companies Act No.15 of 2013
and the Banking and Financial Institutions Act, 2006.

Changes in assumptions may have a significant impact on the financial statements in the period
the assumptions changed. The directors believe that the underlying assumptions are appropriate
and that the Bank's financial statements, therefore, present the financial position and results fairly.
The areas involving a higher degree of judgement or complexity, or areas where assumptions and
estimates are significant to the financial statements are disclosed in Note 6.
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THE PEOPLE’S BANK OF ZANZIBAR LIMITED (PBZ)
FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2024

NOTES (CONTINUED)
3 PRESENTATION OF FINANCIAL STATEMENTS

These financial statements comprise the statements of financial position (also referred to as the
balance sheet) as at 31 December 2024, the statements of profit or loss and other comprehensive
income, statements of changes in equity and statements of cash flows for the year ended; as well
as the notes, which comprise a summary of accounting policies and other explanatory notes.

The Bank presents its statement of financial position in order of liquidity based on its intention and
perceived ability to recover/settle most assets/liabilities of the corresponding financial statement
line item. Financial assets and liabilities are generally reported gross in the consolidated statement
of financial position except when IFRS netting criteria are met.

Application of the going concern principle

The Bank’s management has assessed its ability to continue as a going concern and is satisfied
that it has the resources to continue in business for the foreseeable future. In making this
assessment, the Bank has considered the impact of climate-related matters on going concern
assessment. Furthermore, management is not aware of any material uncertainties that may cast
significant doubt on the Bank’s ability to continue as a going concern. Therefore, the financial
statements continue to be prepared on a going concern basis.

4 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES

The Company has not adopted any new standards, interpretations or amendments that have
been issued but are not yet effective in these financial statements. Other amendments and
interpretations apply for the first time in 2024 but do not have an impact on the Bank's
consolidated financial statements.

The principal accounting policies applied in the preparation of these financial statements are set
out below. These policies have been consistently applied to all periods presented, unless
otherwise stated.

(i) New and amended standard adopted by the Bank

The following standards have been adopted by the Group and Bank for the first time for the
financial year beginning on 1 January 2024:
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THE PEOPLE’S BANK OF ZANZIBAR LIMITED (PBZ)

FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2024

NOTES (CONTINUED)

4 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES (CONTINUED)

(i)

year-ends

IFRS Accounting Standards and amendments effective for the first time for December 2024

Accounting changes

Effective date

Details

Amendments to IAS 1,
‘Presentation of
Financial Statements’ -
Non-current liabilities
with covenants

Annual periods beginning on
or after 1 January 2024

(Published January 2020 and
November 2022)

These amendments clarify how conditions
with which an entity must comply within
twelve months after the reporting period
affect the classification of a liability. The
amendments also aim to improve
information an entity provides related to
liabilities subject to these conditions.

Impact to the Bank’s financial statements:
The standard has no impact to bank’s
financial statements

Amendment to IFRS 16,

Annual periods beginning on
or after 1 January 2024

(Published September 2022)

These amendments include requirements
for sale and leaseback transactions in
IFRS 16 to explain how an entity accounts
for a sale and leaseback after the date of
the transaction. Sale and leaseback
transactions where some or all the lease
payments are variable lease payments that
do not depend on an index or rate are most
likely to be impacted.

Impact to the Banks'’s financial statements:
Based on management assessment, the
amendment is not expected to have
significant impact to the Bank’s financial
statements. The Bank policy on accounting
for deferred taxes on its leases has been in
line with the new amendment.

‘Leases’ - sale and
leaseback

Amendments to
Supplier Finance
Arrangements (IAS 7
‘Statement of Cash
Flows’ and IFRS 7
‘Financial Instruments:
Disclosure’)

Annual periods beginning on
or after 1 January 2024
(Published May 2023)

These amendments require disclosures to
enhance the transparency of supplier
finance arrangements and their effects on
a company’s liabilities, cash flows and
exposure to liquidity risk. The disclosure
requirements are the IASB’s response to
investors’ concerns that some companies’
supplier finance arrangements are not
sufficiently visible, hindering investors’
analysis.

Impact to the Bank’s financial statements:
Based on management assessment, the
amendment is not expected to have
significant impact of the Bank’s financial
statements.
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THE PEOPLE’S BANK OF ZANZIBAR LIMITED (PBZ)

FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2024

NOTES (CONTINUED)

4 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES (CONTINUED)

(i) IFRS Accounting Standards and amendments issued but not effective

Accounting changes

Effective date

Details

Amendments to IAS 21,
‘The Effects of Changes
in Foreign Exchange
Rates’ - Lack of
Exchangeability
(Amendments to IAS
21)

Annual periods beginning on

or after 1 January 2025
(Published August 2023)

An entity is impacted by the amendments
when it has a transaction or an operation in
a foreign currency that is not exchangeable
into another currency at a measurement
date for a specified purpose. A currency is
exchangeable when there is an ability to
obtain the other currency (with a normal
administrative delay), and the transaction
would take place through a market or
exchange mechanism that creates
enforceable rights and obligations.

Impact to the Bank’s financial statements:
Based on management assessment, the
amendment is not expected to have
significant impact of the Bank’s financial
statements.

Amendment to IFRS 9,
“Financial Instruments”
and IFRS 7, “Financial
Instruments:

Disclosures” -
Classification and
Measurement of

Financial Instruments

Annual periods beginning on

or after 1 January 2026
(Published May 2024)

These amendments:

® clarify the requirements for the
timing of recognition and derecognition of
some financial assets and liabilities, with a
new exception for some financial liabilities
settled through an electronic cash transfer
system.

° clarify and add further guidance for
assessing whether a financial asset meets
the solely payments of principal and
interest (SPPI) criterion.

° add new disclosures for certain
instruments with contractual terms that can
change cash flows (such as some
instruments with features linked to the
achievement of environment, social and
governance (ESG) targets); and

® make updates to the disclosures
for equity instruments designated at Fair
Value through Other Comprehensive
Income (FVOCI).

Impact to the Bank'’s financial statements:
Based on management assessment, the
amendment is not expected to have
significant impact of the Bank’s financial
statements.
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4 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES (CONTINUED)

(ii) IFRS Accounting Standards and amendments issued but not effective (continued)

Accounting changes Effective date Details

IFRS 18, ‘Presentation | Annual periods | The objective of IFRS 18 is to set out requirements
and Disclosure  in | beginning on orafter1 | for the presentation and disclosure of information
Financial Statements’ January 2027 in general purpose financial statements (financial

(Published April 2024 | statements) to help ensure they provide relevant
information that faithfully represents an entity’s
assets, liabilities, equity, income and expenses.
IFRS 18 replaces IAS 1 ‘Presentation of Financial
Statements’ and focuses on updates to the
statement of profit or loss with a focus on the
structure of the statement of profit or loss; required
disclosures in the financial statements for certain
profit or loss performance measures that are
reported outside an entity’s financial statements
(that is, management-defined performance
measures); and enhanced principles on
aggregation and disaggregation which apply to
the primary financial statements and notes in
general. Many of the other existing principles in
IAS 1 are retained, with limited changes. IFRS 18
will not impact the recognition or measurement of
items in the financial statements, but it might
change what an entity reports as its ‘operating
profit or loss’

Impact to the Bank’s financial statements: Based
on management assessment, the amendment is
not expected to have significant impact of the
Bank’s financial statements.

IFRS 19, ‘Subsidiaries | Annual periods | The objective of IFRS 19 is to provide reduced
without Public | beginning onorafter1 | disclosure requirements for subsidiaries, with a
Accountability’ January 2027 parent that applies the Accounting Standards in its

(Published May 2024 consolidated financial statements.

IFRS 19 is a voluntary Accounting Standard that
eligible subsidiaries can apply when preparing
their own consolidated, separate or individual
financial statements.

Impact to the Bank’s financial statements:

Based on management assessment, the
amendment is not expected to have significant
impact of the Bank’s financial statements

There are no other standards that are not yet effective and that would be expected to have a material
impact on the Bank in the current or future reporting periods and on foreseeable future transactions

'For all new standards and interpretations not yet adopted by Bank, these will be adopted on the
respective effective dates, if applicable.
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The accounting policies applied by the Bank have been approved by the Board of Directors of the
Bank and in accordance with International Financial Reporting Standards (IFRSs) promulgated by
the International Accounting Standards Board. The major accounting policies adopted, which are
consistent with those used in the previous financial year, except for the amendments to IFRSs
effective as of 1 January.2019 as disclosed below and applied by the Bank are summarized below.

a) Foreign Currency translation
i) Functional and presentation currency

Items included in the financial statements are measured using the currency of the primary
economic environment in which the entity operates (‘the functional currency’). The financial
statements are presented in ‘Tanzanian Shillings (TZS), which is the Company’s presentation
and functional currency

i) Transactions and balances

Transactions in foreign currencies are initially recorded in the functional currency at the spot rate
of exchange ruling at the date of the transaction. Transactions in foreign currencies during the
year are converted into Tanzanian Shillings using the exchange rates prevailing at the dates of
the transactions. Foreign exchange gains and losses resulting from the settlement of such
transactions and from the translation at year end exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognised in profit or loss. Non-monetary assets and
liabilities that are measured at fair value in a foreign currency are translated into the functional
currency at the exchange rate when the fair value is determined.

Non-monetary items that are measured based on historical cost in a foreign currency are
translated at the exchange rate at the date of the transaction. All foreign exchange differences
arising on non-trading activities are taken to other operating income/expense in the income
statement, except for the effective portion of the differences on foreign currency borrowings that
are accounted for as an effective hedge against a net investment in a foreign entity. These
differences are recognised in OCI until the disposal of the net investment, at which time, they are
recognised in the income statement.

Tax charges and credits attributable to exchange differences on those monetary items are also

recorded in OCI. Non—monetary items that are measured at historical cost in a foreign currency
are translated using the prevailing exchange rates as at the date of recognition.
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b) Recognition of interest income

Interest income calculated using the effective interest method presented in the statement of profit
or loss and other comprehensive income includes:

e interest on financial assets and financial liabilities measured at amortised cost.
e interest on debt instruments measured at fair value through other comprehensive income.

i Effective Interest rate method

The Bank recognise interest income for all financial assets measured at amortised cost and
FVOCI using the effective interest rate method. Interest expense is also calculated using the
effective interest rate method for all financial liabilities held at amortised cost.

Interest income and expense for all interest-bearing financial instruments are recognised within
‘interest income’ or ‘interest expense’ in the statement of profit or loss. The effective interest
method is a method of calculating the amortised cost of a financial asset or a financial liability
and of allocating the interest income or interest expense over the relevant period.

The effective interest rate is the rate that exactly discounts estimated future cash payments or
receipts through the expected life of the financial instrument or, when appropriate, a shorter
period to the net carrying amount of the financial asset or financial liability. The calculation
includes loan application and loan commitment fees paid or received between parties to the
contract that are an integral part of the effective interest rate, transaction costs and all other
premiums or discounts.

The EIR (and therefore, the amortised cost of the financial asset) is calculated by considering
transaction costs and any discount or premium on the acquisition of the financial asset, as well
as fees and costs that are an integral part of the EIR. The Bank recognises interest income using
a rate of return that represents the best estimate of a constant rate of return over the expected
life of the loan. Hence, the EIR calculation also considers the effect of potentially different interest
rates that may be charged at various stages of the financial asset's expected life, and other
characteristics of the product life cycle (including prepayments, penalty interest and charges).

If expectations of fixed rate financial assets or liabilities’ cash flows are revised for reasons other
than credit risk, then changes to future contractual cash flows are discounted at the original EIR
with a consequential adjustment to the carrying amount.

The difference from the previous carrying amount is booked as a positive or negative adjustment
to the carrying amount of the financial asset or liability on the balance sheet with a corresponding
increase or decrease in Interest revenue/expense calculated using the effective interest method.
For floating-rate financial instruments, periodic re-estimation of cash flows to reflect the
movements in the market rates of interest also alters the effective interest rate, but when
instruments were initially recognised at an amount equal to the principal, re-estimating the future
interest payments does not significantly affect the carrying amount of the asset or the liability.
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b) Recognition of interest income (continued)
ii. Interestand similar income/expense

Net interest income comprises interest income and interest expense calculated using both the
effective interest method and other methods. These are disclosed separately on the face of the
income statement for both interest income and interest expense to provide symmetrical and
comparable information.

The Company calculates interest income on financial assets other than those considered credit-
impaired by applying the EIR to the gross carrying amount of the financial asset.

When a financial asset becomes credit-impaired (as set out in Note 7.15) and is therefore regarded
as “stage 3” the interest income is calculated by applying the EIR to the net amortised cost of the
credit-impaired financial asset (i.e., the gross carrying amount less the allowance for expected
credit losses (ECLs). If the financial asset cures (as outlined in Note 7.16) and is no longer credit-
impaired, the Company reverts to calculating interest income on a gross basis.

For purchased or originated credit-impaired (POCI) financial assets, the Group calculates interest
income by calculating the credit-adjusted EIR and applying that rate to the amortised cost of the
financial asset. The credit adjusted EIR is the interest rate that, at initial recognition, discounts the

estimated future cash flows (including credit losses) to the amortised cost of the POCI financial
asset.

The Bank earns fee and commission income from a diverse range of financial services it provides
to its customers. Fee and commission income is recognised at an amount that reflects the
consideration to which the Bank expects to be entitled in exchange for providing the services.

The performance obligations, as well as the timing of their satisfaction, are identified, and
determined, at the inception of the contract. The Bank’s revenue contracts do not typically include
multiple performance obligations, as explained further in part ¢ below

When the Bank provides a service to its customers, consideration is invoiced and generally due
immediately upon satisfaction of a service provided at a point in time or at the end of the contract
period for a service provided over time (unless otherwise specified in part ¢ below).

The Bank has generally concluded that it is the principal in its revenue arrangements because it
typically controls the services before transferring them to the customer

c) Fees and commission income (continued)

(i) Fee and commission income from providing services where performance obligations are
satisfied at a point in time

Services provided where the Bank’s performance obligations are satisfied at a point in time are
recognized once control of the services is transferred to the customer. This is typically on
completion of the underlying transaction or service or, for fees or components of fees that are
linked to a certain performance, after fulfilling the corresponding performance criteria. These
include fees and commissions arising from negotiating or participating in the negotiation of a
transaction for a third party, such as the arrangement/participation or negotiation of the acquisition
of shares or other securities, or the purchase or sale of businesses, brokerage and underwriting
fees. i
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¢) Fees and commission income (continued)

(i) Fee and commission income from providing services where performance obligations are
satisfied at a point in time (continued)

The Bank typically has a single performance obligation with respect to these services, which is to
successfully complete the transaction specified in the contract.

Performance obligations satisfied over time include asset management, custody and other
services, where the customer simultaneously receives and consumes the benefits provided by
the Bank’s performance as the Bank performs.

(i) Fees and commission where performance obligations are satisfied over time.
Performance obligations satisfied over time include Loan commitment fees, Loan syndication
fees, custody fees, interchange fees and other services, where the customer simultaneously

receives and consumes the benefits provided by the Bank’s performance as the Bank performs.

The Bank’s fee and commission income from services where performance obligations are
satisfied over time include the following:

Loan commitment fees: These are fixed annual fees paid by customers for loans and other credit
facilities with the Bank. Commitment/Facility fees received by the Bank to originate loans at market
interest rates are integral to the effective interest rate if it is probable that the Bank will enter a
specific lending arrangement and does not expect to sell the resulting loan shortly after origination.
Commitment fees for loans that are likely to be drawn down are deferred (together with related
direct costs) and amortised over the loan tenure.

As the benefit of the services is transferred to the customer evenly over the period of entittement,
the fees are recognised as revenue on a straight-line basis. Payment of the fees is due and received
monthly in arrears. But, where it is unlikely that a specific lending arrangement will be entered into
with the customer, the loan commitment is not measured at fair value.

The Bank does not designate loan commitments as financial liabilities at fair value through profit or
loss. Commitment fees, together with related direct costs, for loan facilities where drawdown is
probable are deferred and recognised as an adjustment to the effective interest on the loan once
drawn. Commitment fees in relation to facilities where drawdown is not probable are recognised
over the term of the commitment.

Loan syndication fees: These are recognised as revenue when the syndication has been
completed, and the Bank has retained no part of the loan package for itself or has retained no part
at the same effective interest rate as the other participants. Syndication fees that do not meet these
criteria are capitalised as origination fees and amortised to the income statement as interest
income.

Custody fees: The Bank earns a fixed annual fee for providing its customers with custody services,
which include the safekeeping of purchased securities and processing of any dividend income and
interest payments. As the benefit to the customer of the services is transferred evenly over the
service period, these fees are recognised as revenue evenly over the period, based on time
elapsed. Payment of these fees is due and received quarterly in arrears.
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‘c) Fees and commission income (continued)
(i) Fees and commission where performance obligations are satisfied over time (continued)

Interchange fees: The Bank provides its customers with credit card processing services (i.e.,
authorisation and settlement of transactions executed with the Bank’s credit cards) where it is
entitled to an interchange fee for each transaction (i.e., when a credit cardholder purchases goods
and services from merchants using the Bank’s credit card). The fees vary based on the number of
transactions processed and are structured as either a fixed rate per transaction processed or at a
fixed percentage of the underlying cardholder transaction. Interchange and merchant fees are
recognised upon settlement of the card transaction payment.

Other non-banking fee and commission income relates to fees and commissions earned for
rendering services to customers other than those related to the banking operations. This includes
fee and commission income earned from providing services on behalf of third-party service
providers, that is commissions and brokerage earned on the sale of insurance products to
customers on behalf of an insurer (Bank assurance services)

d) Net foreign exchange income

Net foreign exchange income includes all gains/(losses) from trading and changes in fair value for
financial assets and financial liabilities

(i) Net gains / (losses) on financial assets at fair value through profit or loss

Net gains/ (losses) on financial assets at FVTPL represent revenue from non-trading assets
invested for the purpose of cashflow management. The financial asset is designated at FVTPL and
measured at FVTPL as elected under IFRS 9. The line item represents fair value changes.

(i) Netgains/(losses) on derecognition of financial assets measured at amortised cost or FVOCI

Net gain/(loss) on derecognition of financial assets measured at amortised cost includes income (or
loss) recognised on sale or derecognition of financial assets measured at amortised costs calculated
as the difference between the book value (including impairment) and the proceeds received. When
the financial asset measured through FVOCI is derecognized, the cumulative gain or loss previously
recognized in OCI is reclassified from equity to profit or loss and presented in the profit or loss

statement within ‘net gains/ (losses) on derecognition of financial assets measured at fair value
through OCI'.
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e) Financial instruments
(i) Date of recognition

Financial assets and liabilities, except for loans and advances to customers and balances due to
customers, are initially recognized on the trade date, i.e., the date on which the Bank becomes a
party to the contractual provisions of the instrument. This includes regular way trades, i.e.,
purchases or sales of financial assets that require delivery of assets within the time frame
generally established by regulation or convention in the marketplace. Loans and advances to
customers are recognized when funds are transferred to the customers’ accounts. The Bank
recognizes balances due to customers when funds are transferred to the Bank.

(i) Initial measurement of financial instruments

The classification of financial instruments at initial recognition depends on their contractual terms
and the business model for managing the instruments, as described in Notes 6.9.1.1 and 6.9.1.2.
Financial instruments are initially measured at their fair value (as defined in Note 6.8), except in
the case of financial assets and financial liabilities recorded at FVPL, transaction costs are added
to, or subtracted from, this amount. Trade receivables are measured at the transaction price.
When the fair value of financial instruments at initial recognition differs from the transaction price,
the Bank accounts for the Day 1 profit or loss, as described below

(i) Day 1 profit or loss

When the transaction price of the instrument differs from the fair value at origination and the fair
value is based on a valuation technique using only inputs observable in market transactions, the
Bank recognizes the difference between the transaction price and fair value in net trading income.
In those cases, where fair value is based on models for which some of the inputs are not
observable, the difference between the transaction price and the fair value is deferred and is only
recognized in profit or loss when the inputs become observable, or when the instrument is

derecognized.
f) Financial instruments (continued)

(iv) Measurement categories of financial assets and liabilities

The Bank classifies all its financial assets based on the business model for managing the assets
and the asset’s contractual terms, measured at either:

. Amortized cost,
. FVOCI.
. FVTPL.

The Bank classifies and measures its derivative and trading portfolio at FVPL, as explained in part
iv. The Bank may designate financial instruments at FVPL, if so doing eliminates or significantly
reduces measurement or recognition inconsistencies, as explained in part iv.

Financial liabilities, other than loan commitments and financial guarantees, are measured at

amortized cost or at FVPL when they are held for trading and derivative instruments or the fair value
designation is applied, as explained in part iv.
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f) Financial instruments (continued)

(iv) Measurement categories of financial assets and liabilities (continued)
Classification and subsequent measurement of financial assets depend on.

. The Bank’s business model for managing the asset; and
. The cash flow characteristics of the asset.

Based on these factors, the Bank classifies its financial assets into one of the following three
measurement categories.

Amortized cost: Assets held for collection of contractual cash flows where those cash flows
represent solely payments of principal and interest (‘SPPI’) and that are not designated at FVPL
are measured at amortized cost. The carrying amount of these assets is adjusted by any expected
credit loss allowance recognized and measured. Interest income from these financial assets is
included in ‘Interest income’ using the effective interest rate method.

Fair value through profit or loss (FVPL): Assets that do not meet the criteria for amortized cost
or FVOCI are measured at fair value through profit or loss. A gain or loss on a debt investment
that is subsequently measured at fair value through profit or loss and is not part of a hedging
relationship is recognized in profit or loss and presented in the profit or loss statement within ‘net
gains/ (losses) on financial assets at fair value through profit or loss’ in the period in which it
arises. Financial assets designated in this class are not held for trading

Fair value through other comprehensive income (FVOCI): Financial assets that are held for
collection of contractual cash flows and for selling the assets, where the assets’ cash flows
represent solely payments of principal and interest and are not designated at FVPL, are
measured at fair value through other comprehensive income (FVOCI). Movements in the carrying
amount are taken through OCI, except for the recognition of impairment gains or losses, interest
revenue and foreign exchange gains and losses financial assets is included in interest income
using the effective interest rate method.

The business model assessment is not performed on an instrument-by-instrument basis, but at
a level that reflects how groups of financial assets are managed together to achieve a particular
business objective. The main consideration in determining the different business models across
the group is whether the objectives of the business model are met primarily through holding the
financial assets to collect contractual cash flows, through the sale of these financial assets, by
managing assets and liabilities on a fair value basis, or through a combination of these activities.
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f) Financial instruments (continued)

The Company classifies the financial instruments into classes that reflect the nature of information
and consider the characteristics of those financial instruments. The classification made can be
seen in the table below:

i Deposits from Banks, Loans and advances/IB Financing to customers, financial investments
at amortized cost

The Bank Measures Due from Banks, Loans and advances to customers and other financial
investments at amortized cost only if both of the following conditions are met:

e Thefinancial asset is held within a business model with the objective to hold financial assets
to collect contractual cash flows.

* The contractual terms of the financial asset give rise on specified dates to cash flows that
are solely payments of principal and interest (SPPI) on the principal amount outstanding.
The details of these conditions are outlined below.

a) Business model assessment

The Bank determines its business model at the level that best reflects how it manages groups of
financial assets to achieve its business objective:

e The risks that affect the performance of the business model (and the financial assets held
within that business model) and the way those risks are managed.

e How managers of the business are compensated (for example, whether the
compensation is based on the fair value of the assets managed or on the contractual
cash flows collected)

The expected frequency, value and timing of sales are also important aspects of the Bank’s
assessment. The business model assessment is based on reasonably expected scenarios
without taking 'worst case' or 'stress case’ scenarios into account. If cash flows after initial
recognition are realized in a way that is different from the Bank's original expectations, the Bank
does not change the classification of the remaining financial assets held in that business model
but incorporates such information when assessing newly originated or newly purchased financial
assets going forward.

b) The SPPI test

As a second step of its classification process the Bank assesses the contractual terms of the
financial asset to identify whether they meet the SPPI test. ‘Principal’ for the purpose of this test
is defined as the fair value of the financial asset at initial recognition and may change over the life
of the financial asset (for example, if there are repayments of principal or amortization of the
premium/discount). The most significant elements of interest within a lending arrangement are
typically the consideration for the time value of money and credit risk. To make the SPPI
assessment, the Bank applies judgment and considers relevant factors such as the currency in
which the financial asset is denominated, and the period for which the interest rate is set. In
contrast, contractual terms that introduce a more than de minimis exposure to risks or volatility in
the contractual cash flows that are unrelated to a basic lending arrangement do not give rise to
contractual cash flows that are solely payments of principal and interest on the amount
outstanding. In such cases, the financial asset is required to easured at FVPL
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f) Financial instruments (continued)
(iv) Measurement categories of financial assets and liabilities
i) Derivatives recorded at fair value through profit or loss

A derivative is a financial instrument or other contract with all three of the following characteristics:
Its value changes in response to the change in a specified interest rate, financial instrument price,
commodity price, foreign exchange rate, index of prices or rates, credit rating or credit index, or
other variable, provided that, in the case of a non-financial variable, it is not specific to a party to the
contract (i.e., the 'underlying’).

It requires no initial net investment or an initial net investment that is smaller than would be required
for other types of contracts expected to have a similar response to changes in market factors. It is
settled at a future date

The Bank enters derivative transactions with various counterparties. These include interest rate
swaps, futures, credit default swaps, cross-currency swaps, forward foreign exchange contracts
and options on interest rates, foreign currencies and equities. Derivatives are recorded at fair value
and carried as assets when their fair value is positive and as liabilities when their fair value is
negative. Fully collateralized derivatives that are settled net in cash on a regular basis are only
recognized to the extent of the overnight outstanding balance. Changes in the fair value of
derivatives are included in net trading income unless hedge accounting is applied.

iii) Embedded derivatives

An embedded derivative is a component of a hybrid instrument that also includes a non-derivative
host contract with the effect that some of the cash flows of the combined instrument vary in a way
like a stand-alone derivative. An embedded derivative cause some or all of the cash flows that
otherwise would be required by the contract to be modified according to a specified interest rate,
financial instrument price, commodity price, foreign exchange rate, index of prices or rates, credit
rating or credit index, or other variable, provided that, in the case of a non-financial variable, it is not
specific to a party to the contract. A derivative that is attached to a financial instrument, but is
contractually transferable independently of that instrument, or has a different counterparty from that
instrument, is not an embedded derivative, but a separate financial instrument.

Derivatives embedded in financial liability, or a non-financial host are separated from the host and
accounted for as separate derivatives if: the economic characteristics and risks are not closely
related to the host; a separate instrument with the same terms as the embedded derivative would
meet the definition of a derivative (as defined above); and the hybrid contract is not measured at
fair value through profit or loss. Embedded derivatives are measured at fair value with changes in
fair value recognized in profit or loss. Reassessment only occurs if there is either a change in the
terms of the contract that significantly modifies the cash flows that would otherwise be required or
a reclassification of a financial asset out of the fair value through profit or loss category.
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g) Financial assets or financial liabilities held for trading

The Bank classifies financial assets or financial liabilities as held for trading when they have been
purchased or issued primarily for short-term profit-making through trading activities or form part of
a portfolio of financial instruments that are managed together, for which there is evidence of a recent
pattern of short-term profit taking. Held-for-trading assets and liabilities are recorded and measured
in the statement of financial position at fair value. Changes in fair value are recognized in net trading
income. Interest and dividend income or expense is recorded in net trading income according to
the terms of the contract, or when the right to payment has been established.

Included in this classification are debt securities, equities, short positions and customer loans that
have been acquired principally for the purpose of selling or repurchasing in the near term.

(i) Debt instruments at FVOCI
The Bank classifies debt instruments at FVOCI when both of the following conditions are met:

The instrument is held within a business model, the objective of which is achieved by both
collecting contractual cash flows and selling financial assets The contractual terms of the financial
asset meet the SPPI test

FVOCI debt instruments are subsequently measured at fair value with gains and losses arising
due to changes in fair value recognized in OCI. Interest income and foreign exchange gains and
losses are recognized in profit or loss in the same manner as for financial assets measured at
amortized cost as explained in Note 6.2.2. The ECL calculation for Debt instruments at FVOCI is
explained in Note 6.12.4. Where the Bank holds more than one investment in the same security,
they are deemed to be disposed of on a first—in first—out basis. On de-recognition, cumulative
gains or losses previously recognized in OCI are reclassified from OCI to profit or loss. The Bank
invested in Debt instruments at FVOCI (Debt security) representing borrowed fund by
Government through BOT. The Bank classifies and measures these investments in debt
securities; Government bonds and Treasury bonds at amortized cost.

(i) Equity instruments at FVOCI

Upon initial recognition, the Bank occasionally elects to classify irrevocably some of its equity
investments as equity instruments at FVOCI when they meet the definition of definition of Equity
under IAS 32 Financial Instruments: Presentation and are not held for trading. Such classification
is determined on an instrument-by- instrument basis.

Gains and losses on these equity instruments are never recycled to profit. Dividends are
recognized in profit or loss as other operating income when the right of the payment has been
established, except when the Bank benefits from such proceeds as a recovery of part of the cost
of the instrument, in which case, such gains are recorded in OCI. Equity instruments at FVOCI
are not subject to an impairment assessment.
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g) Financial assets and liabilities (continued)
(iii) Debt issued and other borrowed funds

After initial measurement, debt issued, and other borrowed funds are subsequently measured
at amortized cost. Amortized cost is calculated by considering any discount or premium on
issued funds, and costs that are an integral part of the EIR. A compound financial instrument
which contains both a liability and an equity component is separated at the issue date

(iv) Financial assets and financial liabilities at fair value through profit or loss

Financial assets and financial liabilities in this category are those that are not held for trading
and have been either designated by management upon initial recognition or are mandatorily
required to be measured at fair value under IFRS 9. Management only designates an instrument
at FVPL upon initial recognition when one of the following criteria are met. Such designation is
determined on an instrument-by-instrument basis:

. The designation eliminates, or significantly reduces, the inconsistent treatment that would

otherwise arise from measuring the assets or liabilities or recognizing gains or losses on them
on a different basis

Or
. The liabilities are part of a group of financial liabilities, which are managed and their
performance evaluated on a fair value basis, in accordance with a documented risk management
or investment strategy

Or
. The liabilities contain one or more embedded derivatives, unless they do not significantly
modify the cash flows that would otherwise be required by the contract, or it is clear with little or
no analysis when a similar instrument is first considered that separation of the embedded
derivative(s) is prohibited.

Financial assets and financial liabilities at FVPL are recorded in the statement of financial
position at fair value. Changes in fair value are recorded in profit and loss except for movements
in fair value of liabilities designated at FVPL due to changes in the Bank’s own credit risk. Such
changes in fair value are recorded in the Own credit reserve through OCI and do not getrecycled
to the profit or loss. Interest earned or incurred on instruments designated at FVPL is accrued
in interest income or interest expense, respectively, using the EIR, considering any discount/
premium and qualifying transaction costs being an integral part of instrument. Interest earned
on assets mandatorily required to be measured at FVPL is recorded using the contractual
interest rate, as explained in Note 6.2.2. Dividend income from equity instruments measured at

FVPL is recorded in profit or loss as other operating income when the right to the payment has
been established
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g) Financial assets and liabilities (continued)
(v) Financial guarantees, letters of credit and undrawn loan commitments
The Bank issues financial guarantees, letters of credit and loan commitments.

Financial guarantees are initially recognized in the financial statements (within Provisions) at fair
value, being the premium received. After initial recognition, the Bank’s liability under each
guarantee is measured at the higher of the amount initially recognized less cumulative
amortization recognized in the profit or loss, and an ECL allowance.

The premium received is recognized in the profit or loss in Net fees and commission income on
a straight-line basis over the life of the guarantee.

Undrawn loan commitments and letters of credits are commitments under which, over the
duration of the commitment, the Bank is required to provide a loan with pre-specified terms to the
customer. Like financial guaranteed contracts, these contracts are in the scope of the ECL
requirements. The nominal contractual value of financial guarantees, letters of credit and
undrawn loan commitments, where the loan agreed to be provided is on market terms, are not
recorded on in the statement of financial position

(vi) Reclassification of financial assets and liabilities

The Bank does not reclassify its financial assets after their initial recognition, apart from the
exceptional circumstances in which the Bank acquires, disposes of, or terminates a business line.
Financial liabilities are never reclassified.

(vii) Derecognition of financial assets and liabilities
(a) Derecognition due to substantial modification of terms and conditions

The Bank derecognizes a financial asset, such as a loan to a customer, when the terms and
conditions have been renegotiated to the extent that, substantially, it becomes a new loan, with the
difference recognized as a derecognition gain or loss, to the extent that an impairment loss has not
already been recorded.

The newly recognized loans are classified as Stage 1 for ECL measurement purposes, unless the
new loan is deemed to be POCI.

When assessing whether to derecognize a loan to a customer, amongst others, the Bank considers
the following factors:

e Change in currency of the loan

Introduction of an equity feature

Change in counterparty

If the modification is such that the instrument would no longer meet the SPPI criterion

If the modification does not result in cash flows that are substantially different, as set out below, the
modification does not result in derecognition. Based on the change in cash flows discounted at the
original EIR, the Bank records a modification gain or loss, to the extent that an impairment loss has
not already been recorded.
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(i) Derecognition of financial assets and liabilities (continued)
Derecognition due to substantial modification of terms and conditions (continued)

For financial liabilities, the Bank considers a modification substantial based on qualitative factors
and if it results in a difference between the adjusted discounted present value and the original
carrying amount of the financial liability of, or greater than, ten percent. For financial assets, this
assessment is based on qualitative factors

h) Credit losses and Impairment of financial assets
The Bank recognizes a loss allowance for expected credit losses (ECLs) on the following items:

e financial assets measured at amortized cost (including term loan and IB financing to
customers, due from Banks, revolving facilities and financial instruments at amortized cost)
Guarantee contract and letter of credit commitment.

Undrawn overdrafts commitments

debt securities measured at FVOCI

Other assets in scope of IFRS 9 including Salary advance to staff

ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as the
present value of all expected cash shortfalls (i.e. the difference between the cash flows due to the
Bank in accordance with the contract and the cash flows that the Bank expects to receive).

(a) Overview of the ECL principles

The Bank records an allowance for expected credit loss for all loans and other debt financial assets
not held at FVPL, together with loan commitments and financial guarantee contracts, in this section

all referred to as ‘financial instruments. Equity instruments are not subject to impairment under IFRS
9. '

The ECL allowance is based on the credit losses expected to arise over the life of the asset (the
lifetime expected credit losses (LTECL), unless there has been no significant increase in credit risk
since origination, in which case, the allowance is based on the 12 months’ expected credit losses.

ECL is the portion of lifetime expected credit losses that represent the ECL that result from default
events on a financial instrument that are possible within the 12 months after the reporting date. Both
life-time expected credit losses and 12 months ECL are calculated on either an individual basis or
a collective basis, depending on the nature of the underlying portfolio of financial instruments.

The Bank has established a policy to perform an assessment, at the end of each reporting period,
of whether a financial instrument’s credit risk has increased significantly since initial recognition, by

considering the change in the risk of default occurring over the remaining life of the financial
instrument
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h) Credit losses and Impairment of financial assets (continued)

(a) Overview of the ECL principles

Based on the above process, the Bank groups its loans into Stage 1, Stage 2, Stage 3 and POCI,
as described below:

Stage 1:

Stage 2:

Stage 3:
POCI:

When loans are first recognized, the Bank recognizes an allowance based on
12m ECL. Stage 1 loans also include facilities where the credit risk has improved,
and the loan has been reclassified from Stage 2.

When a loan has shown a significant increase in credit risk since origination, the
Bank records an allowance for the lifetime expected credit losses. Stage 2 loans
also include facilities, where the credit risk has improved, and the loan has been
reclassified from Stage 3.

Loans considered credit impaired. The Bank records an allowance for the LTECL.
Purchased or originated credit impaired (POCI) assets are financial assets that
are credit impaired on initial recognition. POCI assets are recorded at fair value
at original recognition and interest income is subsequently recognized based on
a credit-adjusted EIR. The ECL allowance is only recognized or released to the
extent that there is a subsequent change in the expected credit losses.

For financial assets for which the Bank has no reasonable expectations of recovering either the
entire outstanding amount, or a proportion thereof, the gross carrying amount of the financial
asset is reduced. This is considered a (partial) derecognition of the financial asset.

(b) The calculation of ECL

The Bank calculates ECL based on four probability-weighted scenarios to measure the expected
cash shortfalls, discounted at an approximation to the EIR. A cash shortfall is the difference between
the cash flows that are due to an entity in accordance with the contract and the cash flows that the
entity expects to receive.

The mechanics of the ECL calculations are outlined below and the key elements are, as follows:

PD

EAD

LGD

The Probability of Default is an estimate of the likelihood of default over a given
time horizon. A default may only happen at a certain time over the assessed

period, if the facility has not been previously derecognised and is still in the
portfolio.

The Exposure at Default is an estimate of the exposure at a future default date,
considering expected changes in the exposure after the reporting date, including
repayments of principal and interest, whether scheduled by contract or otherwise,
expected drawdowns on committed facilities, and accrued interest from missed
payments.

The Loss Given Default is an estimate of the loss arising in the case where a
default occurs at a given time. It is based on the difference between the
contractual cash flows due and those that the lender would expect to receive,
including from the realization of any collateral or credit enhancements that are
integral to the loan and not required to be recognlzed separately, as set out in
Note 6.10.2 It is usually expressed as a
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h) Credit losses and Impairment of financial assets (continued)

(b) The calculation of ECL (continued)

When estimating the ECL, the Bank considers four scenarios (a base case, an upside, a mild
downside (‘downside 1) and a more extreme downside (‘downside 2')). Each of these is associated
with different PDs, EADs and LGDs, as set out in Note 6.10.2 When relevant, the assessment of
multiple scenarios also incorporates how defaulted loans are expected to be recovered, including
the probability that the loans will cure and the value of collateral or the amount that might be received
for selling the asset.

Except for credit cards and other revolving facilities, for which the treatment is separately set out
the maximum period for which the credit losses are determined is the contractual life of a financial
instrument unless the Bank has the legal right to call it earlier.

Impairment losses and releases are accounted for and disclosed separately from modification
losses or gains that are accounted for as an adjustment of the financial asset's gross carrying
value. The mechanics of the ECL method are summarized below:

Stage 1: 12 months ECL is calculated as portion of LTECL that represent ECL that
result from default events on a financial instrument that are possible within
12 months after reporting date. The Bank calculates the 12m ECL
allowance based on expectation of a default occurring in the 12 months
following the reporting date. These expected 12-month default probabilities
are applied to a forecast EAD and multiplied by expected LGD and
discounted by an approximation to the original EIR. This calculation is
made for each of four scenarios, as explained above.

Stage 2: When a loan has shown a significant increase in credit risk since
origination, the Bank records an allowance for the LTECL. The mechanics
are like those explained above, including the use of multiple scenarios, but
PDs and LGDs are estimated over the lifetime of the instrument. The
expected cash shortfalls are discounted by an approximation to the original

EIR.

Stage 3: For loans considered credit-impaired, the Bank recognizes the lifetime ECL
for these loans. The method is like that for Stage 2 assets, with the PD set
at 100%.

POCI: POCI assets are financial assets that are credit impaired on initial

recognition. The Bank only recognizes the cumulative changes in lifetime
ECL since initial recognition, based on a probability-weighting of the four
scenarios, discounted by the credit adjusted EIR.

Loan commitments When estimating LTECL for undrawn loan commitments, Bank estimates

and letters of credit  expected portion of the loan commitment that will be drawn down over its
expected life. The ECL is then based on PV of the expected shortfalls in
cash flows if the loan is drawn down, based on a probability-weighting of
four scenarios. The expected cash shortfalls are discounted at an
approximation to the expected EIR on the loan. For revolving facilities that
include both a loan and an undrawn commitment ECL is calculated and
presented together with the loan. -
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h) Credit losses and Impairment of financial assets (continued)
(b) The calculation of ECL (continued)

Financial guarantee The Bank’s liability under each guarantee is measured at the higher of the

contracts amount initially recognized less cumulative amortization recognized in the
profit or loss, and the ECL provision. For this purpose, the Bank estimates
ECL based on the PV of the expected payments to reimburse the holder
for a credit loss that it incurs. The shortfalls are discounted by the risk-
adjusted interest rate relevant to the exposure. The calculation is made
using a probability-weighting of the four scenarios.

In the event where the computed ECL provisions as per IFRS 9 are less than those calculated
as per BOT regulatory requirements, a Regulatory Risk Reserve (non-distributable reserve) shall
be created and credited through Retained Earning to eliminate the shortfall. And where the ECL
provisions are higher than provision as per BOT regulations, any credit outstanding in a
Regulatory Risk Reserve account shall be liquidated to Retained Earning account.

(c) Debt instruments measured at fair value through OCI

The ECL for debt instruments measured at FVOCI do not reduce the carrying amount of these
financial assets in the statement of financial position, which remains at fair value. Instead, an
amount equal to the allowance that would arise if the assets were measured at amortized cost is
recognized in OCI as an accumulated impairment amount, with a corresponding charge to profit
or loss. The accumulated loss recognized in OCI is recycled to the profit and loss upon
derecognition of the assets.

(d) Purchased or originated credit impaired financial assets (POCI)

For POCI financial assets, the Bank only recognizes the cumulative changes in lifetime expected
credit losses since initial recognition in the loss allowance.

(e) Credit cards and other revolving facilities

The Bank’s product offering includes a variety of corporate and retail overdraft and credit cards
facilities, in which the Bank has the right to cancel and/or reduce the facilities with one day’s
notice. The Bank does not limit its exposure to credit losses to the contractual notice period but
instead calculates ECL over a period that reflects its expectations of customer behaviour, the
likelihood of default and its future risk mitigation procedures, which could include reducing or
cancelling the facilities. Based on experience and the Bank’s expectations, the period over which
the Bank calculates ECL for these products, is five years for corporate and seven years for retail
products.

The ongoing assessment of whether a significant increase in credit risk has occurred for revolving

facilities is like other lending products. This is based on shifts in the customer’s internal credit
grade, but greater emphasis is also given to qualitative factors such as changes in usage.
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h) Credit losses and Impairment of financial assets (continued)
(f) ECL Provision and Regulatory Risk Reserve

The interest rate used to discount the ECL for credit cards is based on the average effective
interest rate that is expected to be charged over the expected period of exposure to the facilities.
This estimation considers that many facilities are repaid in full each month and are consequently
not charged interest.

The calculation of ECL, including the estimation of the expected period of exposure and discount
rate is made on an individual basis for corporate and on a collective basis for retail products. The
collective assessments are made separately for portfolios of facilities with similar credit risk
characteristics

(g9) Forward looking information

In its ECL models, the Bank relies on a broad range of forward-looking information as economic
inputs, such as:

GDP growth
Unemployment rates
Central Bank base rates
House price indices

The inputs and models used for calculating ECL may not always capture all characteristics of the
market at the date of the financial statements. To reflect this, qualitative adjustments or overlays

are occasionally made as temporary adjustments when such differences are significantly
material.
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h) Credit losses and Impairment of financial assets (continued)
(h) Credit enhancements: collateral valuation and financial guarantees.

To mitigate its credit risks on financial assets, the Bank seeks to use collateral, where possible.
The collateral comes in various forms, such as cash, securities, letters of credit/guarantees, real
estate, receivables, inventories, other non-financial assets and credit enhancements such as
netting agreements. Collateral, unless repossessed, is not recorded on the Bank’s statement of
financial position. Cash flows expected from credit enhancements which are not required to be
recognized separately by IFRS standards, and which are considered integral to the contractual

terms of a debt instrument which is subject to ECL, are included in the measurement of those
ECL.

On this basis, the fair value of collateral affects the calculation of ECL. Collateral is generally
assessed at a minimum, at inception and re-assessed on a quarterly basis. However, some
collateral, for example, cash or securities relating to margining requirements, is valued daily. To
the extent possible, the Bank uses active market data for valuing financial assets held as
collateral. Other financial assets which do not have readily determinable market values are valued
using models. Non-financial collateral, such as real estate, is valued based on data provided by
third parties such as mortgage brokers or based on housing price indices.

Guarantees held are included in the measurement of loan ECLs when either they are specified
in the contractual terms of the loan or else are integral to the loan, in that they formed part of the
basis on which the loan was extended.

Guarantees that are not integral to the loan’s contractual terms are accounted as separate units
of accounts subject to ECL. Credit default swaps are not considered to be integral to a loan’s
contractual terms and are accounted as derivative financial instruments.

(i) Collateral repossessed.

The Bank’s policy is to determine whether a repossessed asset can be best used for its internal
operations or should be sold. Assets determined to be useful for the internal operations are
transferred to their relevant asset category at the lower of their repossessed value or the carrying
value of the original secured asset. Assets for which selling is determined to be a better option
are transferred to assets held for sale at their fair value (if financial assets) and fair value less
cost to sell for non-financial assets at the repossession date in, line with the Bank’s policy

In its normal course of business, the Bank engages external agents to recover funds from the
repossessed assets, generally at auction, to settle outstanding debt. Any surplus funds are
returned to the customers/obligors. As a result of this practice, the residential properties under
legal repossession processes are not recorded on the balance sheet.

() Write-offs

Financial assets are written off either partially or in their entirety only when the Bank has no
reasonable expectation of recovering a financial asset in its entirety or a portion thereof. If the
amount to be written off is greater than the accumulated loss allowance, the difference is first
treated as an addition to the allowance that is then applied against the gross carrying amount.
.Any subsequent recoveries are credited to credit loss expense.
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~ h) Credit losses and Impairment of financial assets (continued)
(k) Forborne and modified loans

The Bank sometimes makes concessions or modifications to the original terms of loans as a
response to the borrower’s financial difficulties, rather than taking possession or to otherwise
enforce collection of collateral. The Bank considers a loan forborne when such concessions or
modifications are provided as a result of the borrower’s present or expected financial difficulties,
and the Bank would not have agreed to them if the borrower had been financially healthy.
Indicators of financial difficulties include defaults on covenants, or significant concerns raised by
the Credit Risk Department.

Forbearance may involve extending the payment arrangements and the agreement of new loan
conditions. Once the terms have been renegotiated, any impairment is measured using the
original EIR as calculated before the modification of terms. It is the Bank’s policy to monitor
forborne loans to help ensure that future payments continue to be likely to occur. Derecognition
decisions and classification between Stage 2 and Stage 3 are determined on a case-by-case
basis. If these procedures identify a loss in relation to a loan, it is disclosed and managed as an
impaired Stage 3 forborne asset until it is collected or written off.

When the loan has been renegotiated or modified but not derecognized, the Bank also
reassesses whether there has been a significant increase in credit risk. The Bank also considers
whether the assets should be classified as Stage 3. Once an asset has been classified as
forborne, it will remain forborne for a minimum 24-month probation period. For the loan to be
reclassified out of the forborne category, the customer has to meet all of the following criteria:
e Allits facilities have to be considered performing.
e The probation period of two years has passed from the date the forborne contract was
considered performing.
e Regular payments of more than an insignificant amount of principal or interest have been
made during at least half of the probation period.
e The customer does not have any contracts that are more than 30 days past due. If
modifications are substantial, the loan is derecognized

i) Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits held at calls with banks, other short-
term term highly liquid investments with original maturities of three months or less, including cash
and non-restricted balances with Central bank, Investment securities and amounts Due from
banks that are subject to an insignificant risk of changes in their fair value, and are used by the
Bank in the management of its short-term commitments. Cash and cash equivalents include the
cash reserve requirement held with Central bank.

Cash and cash equivalents are carried at amortised cost in the statement of financial position.
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i) Repurchase and reverse repurchase agreements.

Securities sold under agreements to repurchase at a specified future date are not derecognized
from the statement of financial position as the Bank retains substantially all the risks and rewards
of ownership. The corresponding cash received is recognized in the statement of financial position
as an asset with a corresponding obligation to return it, including accrued interest as a liability
within cash collateral on securities lent and repurchase agreements, reflecting the transaction’s
economic substance as aloan to the Bank. The difference between the sale and repurchase prices
is treated as interest expense and is accrued over the life of agreement using the EIR. When the
counterparty has the right to sell or re-pledge the securities, the Bank reclassifies those securities
in its statement of financial position to financial assets held for trading pledged as collateral or to
financial investments available-for-sale pledged as collateral, as appropriate.

Conversely, securities purchased under agreements to resell at a specified future date are not
recognized in the statement of financial position. The consideration paid, including accrued
interest, is recorded in the statement of financial position, within cash collateral on securities
borrowed and reverse repurchase agreements, reflecting the transaction’s economic substance
as a loan by the Bank. The difference between the purchase and resale prices is recorded in net
interest income and is accrued over the life of the agreement using the EIR. If securities purchased
under an agreement to resell are subsequently sold to third parties, the obligation to return the
securities is recorded as a short sale within financial liabilities held for trading and measured at fair
value with any gains or losses included in net trading income.t

k) Securities lending and borrowing

Securities lending and borrowing transactions are usually collateralized by securities or cash. The
transfer of the securities to counterparties is only reflected on the statement of financial position if
the risks and rewards of ownership are also transferred. Cash advanced or received as collateral
is recorded as an asset or liability.

Securities borrowed are not recognized in the statement of financial position, unless they are then
sold to third parties, in which case, the obligation to return the securities is recorded as a short
sale within financial liabilities held for trading and measured at fair value with any gains or losses
included in net trading income.
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SUMMARY OF MATERIAL ACCOUNTING POLICIES (CONTINUED)
) Leases

At the inception of a contract, the Bank assesses whether a contract is, or contains, a lease. A
contract is, or contains, a lease if the contract conveys the right to control the use of an identified
asset for a period in exchange for consideration. The Bank leases office space in various parts of
the region. Rental contracts are typically made for fixed periods of three to ten years, but they may
have extension options. Lease terms are negotiated on an individual basis and contain a wide
range of different terms and conditions. The lease agreements do not impose any covenants, but
leased assets may not be used as security for borrowing purposes. Contracts may contain both
lease and non-lease components. The Bank allocates the consideration in the contract to the lease
and non-lease components based on their relative stand-alone prices. However, for leases of real
estate for which the Bank is a lessee, it has elected not to separate lease and non-lease
components and instead accounts for these as a single lease component.

Leases are recognized as a right-of-use asset and a corresponding liability at the date at which
the leased asset is available for use by the Bank. Each lease payment is allocated between the
liability and finance costs. The finance cost is charged to profit or loss over the lease period to
produce a constant periodic rate of interest on the remaining balance of the liability for each period.
The right-of-use asset is depreciated over the shorter of the asset's useful life and the lease term
on a straight-line basis.

Assets and liabilities arising from a lease are initially measured on a present value basis. Lease
liabilities include the net present value of the following lease payments: fixed payments (including
in-substance fixed payments), less any lease incentives receivable. Variable lease payments that
are based on an index or a rate. amounts expected to be payable by the lessee under residual
value guarantees.
= The exercise price of a purchase option if the lessee is reasonably certain to exercise that
option.
= payments of penalties for terminating the lease, if the lease term reflects the lessee
: exercising that option; and
= Lease payments to be made under reasonably certain extension options are also included
in the measurement of the liability.

The lease payments are discounted using the interest rate implicit in the lease. If that rate cannot
be readily determined, which is generally the case for leases in the Bank, the lessee’s incremental
borrowing rate is used, being the rate that the individual lessee would have to pay to borrow the
funds necessary to obtain an asset of similar value to the right-of-use asset in a similar economic
environment with similar terms, security, and conditions.

To determine the incremental borrowing rate, the Bank:

* where possible, use recent third-party financing received by the individual lessee as a
starting point, adjusted to reflect changes in financing conditions since third party financing
was received,

* uses a build-up approach that starts with a risk-free interest rate adjusted for credit risk for
leases held by the Group, which does not have recent third-party financing, and.

= adjusts specific to the lease, such as term, country, currency, and security
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) Leases (continued)
Right-of-use assets are measured at cost comprising the following:

« the amount of the initial measurement of lease liability.

* any lease payments made at or before the commencement date less any lease incentives
received.

* any initial direct costs; and

¢ restoration costs

Critical judgements in determining the lease term

+ Extension and termination options - Extension and termination options are included in a
number of property lease contracts. These terms maximise operational flexibility in
managing contracts.

* In determining the lease term, management considers all facts and circumstances that
create an economic incentive to exercise an extension option or not exercise a termination
option. Extension options (or periods after termination options) are only included in the
lease term if the lease is reasonably certain to be extended (or not terminated).

For the leases of office space, the following factors are normally the most relevant:

* If there are significant penalties to terminate (or not extend), the Bank is typically
reasonably certain to extend (or not terminate).

« If any leasehold improvements are expected to have a significant remaining value, the
Bank is typically reasonably certain to extend (or not terminate).

Otherwise, the Bank considers other factors including historical lease durations and the costs and
business disruption required to replace the leased asset. Most extension options in offices and
vehicle leases have not been included in the lease liability because the Bank could replace the
assets without significant cost or business disruption.

The lease term is reassessed if an option is exercised (or not exercised) or the Bank becomes
obliged to exercise (or not exercise) it. The assessment of reasonable certainty is only revised if a
significant event or a significant change in circumstances occurs that affects this assessment and
is within the control of the lessee

(a) Bank as a lessee
The Bank applies a single recognition and measurement approach for all leases, except for short-

term leases and leases of low-value assets. The Bank recognises lease liabilities to make lease
payments and right-of-use assets representing the right to use the underlying assets.
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SUMMARY OF MATERIAL ACCOUNTING POLICIES (CONTINUED)
I) Leases (continued)
(a) Bank as a lessee (continued)

i) Right-of-use asset
The Bank recognises right-of-use assets at the commencement date of the lease (i.e., the date
the underlying asset is available for use). Right-of-use assets are measured at cost, less any
accumulated depreciation and impairment losses, and adjusted for any remeasurement of lease
liabilities. The cost of right-of-use assets includes the amount of lease liabilities recognised, initial

~ direct costs incurred, and lease payments made at or before the commencement date less any

lease incentives received. Right-of-use assets are amortized on a straight-line basis over the
shorter of the lease term and the estimated useful lives of the assets. If ownership of the leased
asset transfers to the Bank at the end of the lease term or the cost reflects the exercise of a
purchase option, depreciation is calculated using the estimated useful life of the asset. The right-
of-use assets are presented within Note 19

i) Lease liabilities

At the commencement date of the lease, the Bank recognises lease liabilities measured at the
present value of lease payments to be made over the lease term. In calculating the present value
of lease payments, the Bank uses its incremental borrowing rate at the lease commencement date
because the interest rate implicit in the lease is not readily determinable. After the commencement
date, the amount of lease liabilities is increased to reflect the accretion of interest and reduced for
the lease payments made. In addition, the carrying amount of lease liabilities is remeasured if
there is a modification, a change in the lease term, or a change in the lease payments.

(b) Bank as a lessor

Leases where the Bank does not transfer substantially all the risk and benefits of ownership of the
asset are classified as operating leases. Rental income is recorded as earned based on the
contractual terms of the lease in other operating income. Initial direct costs incurred in negotiating
operating leases are added to the carrying amount of the leased asset and recognized over the
lease term on the same basis as rental income. Contingent rents are recognized as revenue in the
period in which they are earned.

The Bank assesses at contract inception whether a contract is, or contains, a lease. That is, if the

contract conveys the right to control the use of an identified asset for a period in exchange for
consideration.
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SUMMARY OF MATERIAL ACCOUNTING POLICIES (CONTINUED)
m) Property and equipment

Property and equipment excluding classes of buildings and motor vehicles are stated at cost
excluding the costs of day—to—day servicing, less accumulated depreciation and accumulated
impairment in value. Changes in the expected useful life are accounted for by changing the
amortization period or methodology, as appropriate, and treated as changes in accounting
estimates. Class of buildings and motor vehicles are measured at a revalued amount, being its fair
value at the date of revaluation less subsequent depreciation and impairment, provided that fair
value can be measured reliably.

Depreciation of owned assets is calculated on a straight-line basis over the estimated useful lives
of the assets, as follows:

Asset particulars Useful life
Motor Vehicles and Motorcycles 7 years
Furniture and equipment 5 years
Buildings 33 years
Computers and laptops 3 years
ATMs 7 years
Servers 7 years
Leasehold improvements 10 years

An item of property, plant and equipment and any significant part initially recognized is
derecognized upon disposal (i.e., at the date the recipient obtains control) or when no future
economic benefits are expected from its use or disposal. Any gain or loss arising on derecognition
of the asset (calculated as the difference between the net disposal proceeds and the carrying
amount of the asset) is included in the statement of profit or loss when the asset is derecognized.
The residual values, useful lives and methods of depreciation of property, plant and equipment are
reviewed at each financial year end and adjusted prospectively, if appropriate

Assets that are subject to amortization are reviewed for impairment whenever events or changes
in circumstances indicate that the carrying amount may not be recoverable. An asset’s carrying
amount is written down immediately to its recoverable amount if the asset's carrying amount is
greater than its estimated recoverable amount. The recoverable amount is the higher of the asset’s
fair value less costs to sell and value in use.

Leasehold improvement properties (improvement cost of rented Bank’s buildings and offices) are
depreciated over the periods of the leases period.
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SUMMARY OF MATERIAL ACCOUNTING POLICIES (CONTINUED)

n) Intangible assets
Expenditure on research activities is recognized as an expense in the period in which it is incurred.
Expenditure on development activities and Computer’s software are capitalized if the product or
process is technically and commercially feasible and the Bank has sufficient resources and the
intention to complete development. The expenditure capitalized includes the costs of materials,
direct labour, and an appropriate proportion of overheads and borrowing costs, where applicable.
Capitalized costs are stated at cost less accumulated amortization and impairment losses. Other
development expenditure is recognized as an expense in the period in which it is incurred. Other
intangible assets that are acquired by the Bank are stated at cost less accumulated amortization
(where the estimated useful life is finite) and impairment losses. Expenditure on internally
generated goodwill and brands is recognized as an expense in the period in which it is incurred.

Amortization of intangible assets with finite useful lives is charged to profit or loss on a straight-
line basis over the assets’ estimated useful lives. Both the period and method of amortization are
reviewed annually.

Intangible assets are not amortized while their useful lives are assessed to be indefinite. Any
conclusion that the useful life of an intangible asset is indefinite is reviewed annually to determine
whether events and circumstances continue to support the indefinite useful life assessment for
that asset. If they do not, the change in the useful life assessment from indefinite to finite is
accounted for prospectively from the date of change and in accordance with the policy for
amortization of intangible assets with finite lives.

o) Impairment of other non-financial assets

At each reporting date, the Bank reviews the carrying amounts of its non-financial assets (other
than deferred tax assets) to determine whether there is any indication of impairment. If any such
indication exists, then the asset's recoverable amount is estimated. An impairment loss is
recognized for the amount by which the asset’s carrying amount exceeds its recoverable amount.
Impairment losses are recognised in profit or loss.

The recoverable amount of an asset or CGU is the greater of its value in use and its fair value
less costs to sell. Value in use is based on the estimated future cash flows, 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 or CGU.

For the purposes of assessing impairment, assets are grouped together into the smallest group
that generates cash inflows from continuing use that are largely independent of the cash inflows
of other assets (Cash Generating Units or CGUs). The impairment test can also be performed on
a single asset when the fair value less cost to sell or the value in use can be determined reliably.

The Bank’s corporate assets do not generate separate cash inflows and are used by more than
one CGU. Corporate assets are allocated to CGUs on a reasonable and consistent basis and
tested for impairment as part of the testing of the CGUs to which the corporate assets are
allocated.

Non-financial assets that suffered impairment are reviewed for possible reversal of the impairment
at each reporting date. 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
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SUMMARY OF MATERIAL ACCOUNTING POLICIES (CONTINUED)
p) Recognition of impairment losses

An impairment loss is recognized in profit or loss if the carrying amount of an asset, or the cash-
generating unit to which it belongs, exceeds its recoverable amount. Impairment losses
recognized in respect of cash-generating units are allocated first to reduce the carrying amount
of any goodwill allocated to the cash-generating unit (or group of units) and then, to reduce the
carrying amount of the other assets in the unit (or group of units) on a pro rata basis, except that
the carrying value of an asset will not be reduced below its individual fair value less costs of
disposal (if measurable) or value in use (if determinable). '

In respect of assets other than goodwill, an impairment loss is reversed if there has been a
favourable change in the estimates used to determine the recoverable amount. An impairment
loss in respect of goodwill is not reversed. A reversal of an impairment loss is limited to the asset’s
carrying amount that would have been determined had no impairment loss been recognized in
prior years. Reversals of impairment losses are credited to profit or loss in the year in which the
reversals are recognized.

dq) Employee’s benefit and retirement obligation

Salaries, annual bonuses, paid annual leave, contributions to defined contribution retirement
plans and the cost of non-monetary benefits are accrued in the year in which the associated
services are rendered by employees. Where payment or settlement is deferred and the effect
would be material, these amounts are stated at their present values.

Employees of the Bank are members of Social Security Funds scheme (ZSSF and NSSF).
Employees contribute 7% of their monthly salary to the Fund while the Bank contributes 14% of
basic for each employee to the scheme and the amount is charged to profit or loss when due. For
the obligation before the establishment of ZSSF in year 1998, PBZ on behalf of RGZ is liable to
pay as gratuity obligation to its employees

r) Provisions

Provisions are recognized when the Bank has a present obligation (legal or constructive) because
of past events, and it is probable that an outflow of resources embodying economic benefits will
be required to settle the obligation, and a reliable estimate can be made of the amount of the
obligation.

Provisions are determined by discounting the expected future cash flows at a pre-tax rate that
reflects the current market assessments of the time value of money and the risks specific to the
liability. The expense relating to any provision is presented in the income statement net of any
reimbursement in other operating expenses. The unwinding of the discount is recognised as a
finance cost.
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SUMMARY OF MATERIAL ACCOUNTING POLICIES (CONTINUED)
s) Taxes
(i) Current tax

Current tax assets and liabilities for the current and prior years are measured at the amount
expected to be recovered from, or paid to, the taxation authorities. The tax rates and tax laws
used to compute the amount are those that are enacted, or substantively enacted, by the reporting
date in the Tanzania and generates taxable income.

Current income tax relating to items recognized directly in equity or other comprehensive income
is recognized in equity or other comprehensive income respectively and not in the statement of
profit or loss. Management periodically evaluates positions taken in the tax returns with respect
to situations in which applicable tax regulations are subject to interpretation and establishes
provisions where appropriate.

(i) Deferred tax

Deferred tax is provided on temporary differences at the reporting date between the tax bases of
assets and liabilities and their carrying amounts for financial reporting purposes. Deferred tax
liabilities are recognized for all taxable temporary differences, except:

e Where the deferred tax liability arises from the initial recognition of goodwill or of an
asset or liability in a transaction that is not a business combination and, at the time
of the transaction, affects neither the accounting profit nor taxable profit or loss.

e In respect of taxable temporary differences associated with investments in
subsidiaries, where the timing of the reversal of the temporary differences can be
controlled, and it is probable that the temporary differences will not reverse in the
foreseeable future.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the
extent that it is no longer probable that sufficient taxable profit will be available to allow all or part
of the deferred tax asset to be utilized. Unrecognized deferred tax assets are reassessed at each
reporting date and are recognized to the extent that it becomes probable that future taxable profit
will allow the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the
year when the asset is realized or the liability is settled, based on tax rates (and tax Iaws) that
have been enacted or substantively enacted at the reporting date.

Current and deferred taxes are recognized as income tax benefits or expenses in the profit or
loss except for tax related to the fair value remeasurement of debt instruments at FVOCI, foreign
exchange differences and the net movement on cash flow hedges, which are charged or credited
to OCI.

These exceptions are subsequently reclassified from OCI to the profit or loss together with the
respective deferred loss or gain. The Bank also recognizes the tax consequences of payments
and issuing costs, related to financial instruments that are classified as equity, directly in equity.

The Bank only off-sets its deferred tax assets against liabilities when there is both a legal right to
offset its current tax assets and liabilities and it is the Bank’s intention to settle on a net basis.
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SUMMARY OF MATERIAL ACCOUNTING POLICIES (CONTINUED)
t) Value Added Tax (VAT)

Expenses and assets are recognized inclusive of the amount of value added tax except where
the value added tax incurred on a purchase of assets or services is recoverable from the taxation
authority, in which case the value added tax is recognized as an asset or liability in the statement
of financial position.

u) Dividends on ordinary shares

Dividends on ordinary shares are recognized as a liability and deducted from equity when they
are approved by the Shareholder. Interim dividends are deducted from equity when they are
declared and are no longer at the discretion of the Bank. .

Dividends for the year that are approved after the reporting date are disclosed as an event after
the reporting date.

v) Share Capital and equity reserves

Ordinary shares are classified as ‘share capital’ in equity. Any premium received over and above
the par value of the shares is classified as a ‘share premium’ in equity. Incremental costs directly
attributable to the issue of new shares or options or to the acquisition of a business are shown in
equity as a deduction, net of tax, from the proceeds.

The reserves recorded in equity (OCI) on the Bank’s statement of financial position include:

« The cumulative net change in the fair value of debt instruments classified at FVOCI, less
the allowance for ECL

+  The cumulative net change in fair value of equity instruments at FVOCI

« Foreign currency translation reserve, which is used to record exchange differences
arising from the translation of the net investment in foreign operations

» Other capital reserves, which includes regulatory risk reserve and fixed assets
revaluation reserve

* Revaluation of gain on property and equipment

w) Government grants

Government grants are recognized in the statement of financial position initially when there is
reasonable assurance that they will be received and that the Bank will comply with the conditions
attaching to them. Grants that compensate the Bank for expenses incurred are recognized as
income in profit or loss on a systematic basis in the same periods in which the expenses are
incurred. Grants that compensate the Bank for the cost of an asset are deducted from the carrying
amount of the asset and consequently are effectively recognized in profit or loss over the useful
life of the asset by way of reduced depreciation expense. When the Bank receives grants of non-
monetary assets, the asset and the grant are recorded at nominal amounts and released to profit
or loss over the expected useful life of the asset, based on the pattern of consumption of the
benefits of the underlying asset by equal annual instalments.
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SUMMARY OF MATERIAL ACCOUNTING POLICIES (CONTINUED)
x) Borrowing costs

Borrowing costs that are directly attributable to the acquisition, construction or production of an
asset which necessarily takes a substantial period to get ready for its intended use or sale are
capitalized as part of the cost of that asset. Other borrowing costs are expensed in the period in
which they are incurred. The capitalization of borrowing costs as part of the cost of a qualifying
asset commences when expenditure for the asset is being incurred, borrowing costs are being
incurred and activities that are necessary to prepare the asset for its intended use or sale are in
progress.

Capitalization of borrowing costs is suspended or ceases when substantially all the activities
necessary to prepare the qualifying asset for its intendéed use or sale are interrupted or complete.

y) Non-current assets held for sale

A non-current asset (or disposal group) is classified as held for sale if it is highly probable that it
carrying amount will be recovered through a sale transaction rather than through continuing use
and the asset (or disposal group) is available for sale in its present condition. A disposal group is
a group of assets to be disposed of together as a group in a single transaction, and liabilities
directly associated with those assets that will be transferred in the transaction.

Immediately before classification as held for sale, the measurement of the non-current assets
(and all individual assets and liabilities in a disposal group) is brought up to date in accordance
with the accounting policies before the classification. Then, on initial classification as held for sale
and until disposal, the non-current assets (except for certain assets as explained below), or
disposal groups, are recognized at the lower of their carrying amount and fair value less costs to
sell. These assets, even if held for sale, would continue to be measured in accordance with the
policies set out elsewhere. Impairment losses on initial classification as held for sale, and on
subsequent remeasurement while held for sale, are recognized in profit or loss. As long as a non-
current asset is classified as held for sale or is included in a disposal group that is classified as
held for sale, the noncurrent asset is not depreciated or amortized.
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The preparation of the Bank’s financial statements requires management to make judgments,
estimates and assumptions that affect the reported amount of revenues, expenses, assets and
liabilities, and the accompanying disclosures, as well as the disclosure of contingent liabilities.
Uncertainty about these assumptions and estimates could result in outcomes that require a
material adjustment to the carrying amount of assets or liabilities affected in future periods. In the
process of applying the Bank's accounting policies, management has made the following
judgments and assumptions concerning the future and other key sources of estimation uncertainty
at the reporting date, that have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year.

Existing circumstances and assumptions about future developments may change due to
circumstances beyond the Bank’s control and are reflected in the assumptions when they occur.
Items with the most significant effect on the amounts recognized in the financial statements with
substantial management judgment and/or estimates are collated below with respect to
judgments/estimates involved.

Significant Judgements

In applying the Bank’s accounting policies, management has made the following judgements,
which have the most significant effects on the amounts recognised in the consolidated financial
statements.

a) Impairment losses on financial assets

The measurement of impairment losses both under IFRS 9 across all categories of financial assets
in scope requires judgment, in particular, the estimation of the amount and timing of future cash
flows and collateral values when determining impairment losses and the assessment of a
significant increase in credit risk. These estimates are driven by several factors, changes in which
can result in different levels of allowances. The Bank’s ECL calculations are outputs of complex
models with several underlying assumptions regarding the choice of variable inputs and their
interdependencies. Elements of the ECL models that are considered accounting judgments and
estimates include:

«  The Bank’s definition of default and The Bank’s staging criteria

+ The Bank’s criteria for assessing if there has been a significant increase in credit risk

«  Segmentation for Conventional loans

« The Bank’s internal credit grading model, which assigns PDs to the individual grades

»  Probability of Default (PD) methodology for conventional loans

« Loss Given Default (LGD) methodology

e Exposure at Default (EAD) methodology

«  Unutilized facilities of overdrafts were calculated as the difference between the limits and
the sum of outstanding exposure. And thereafter applied a CCF to arrive to their exposure
at default.

+  The segmentation of financial assets when their ECL is assessed on a collective basis

- Development of ECL models, including the various formulas and the choice of inputs
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a) Impairment losses on financial assets (continued)

* The Bank’s definition of default and The Bank’s staging criteria

= The Bank's criteria for assessing if there has been a significant increase in credit risk

*  Segmentation for Conventional loans

* The Bank's internal credit grading model, which assigns PDs to the individual grades

*  Probability of Default (PD) methodology for conventional loans

¢ Loss Given Default (LGD) methodology

*  Exposure at Default (EAD) methodology

* Unutilized facilities of overdrafts were calculated as the difference between the limits and
the sum of outstanding exposure. And thereafter applied a CCF to arrive to their exposure
at default.

* The segmentation of financial assets when their ECL is assessed on a collective basis

+  Development of ECL models, including the various formulas and the choice of inputs

*  Selection of forward-looking macroeconomic scenarios and their probability weightings, to
derive the economic inputs into the ECL models. It has been the Bank’s policy to regularly
review its models in the context of actual loss experience and adjust when necessary.

b) Going concern

The Bank’s management has assessed its ability to continue as a going concern and is satisfied
that it has the resources to continue in business for the foreseeable future. Furthermore,
management is not aware of any material uncertainties that may cast significant doubt on the Bank’s
ability to continue as a going concern. Therefore, the financial statements continue to be prepared
on the going concern basis.

c) Fair value of financial instruments

The fair value of financial instruments is the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction in the principal (or most advantageous) market at the
measurement date under current market conditions (i.e., an exit price) regardless of whether that
price is directly observable or estimated using another valuation technique. When the fair values of
financial assets and financial liabilities recorded in the statement of financial position cannot be
derived from active markets, they are determined using a variety of valuation techniques that include
the use of valuation models. The inputs to these models are taken from observable markets where
possible, but where this is not feasible, estimation is required in establishing fair values.

d) Effective Interest Rate (EIR) method

The Bank’s EIR method, as explained in Note 5 recognizes interest income using a rate of return
that represents the best estimate of a constant rate of return over the expected behavioural life of
loans and deposits and recognizes the effect of potentially different interest rates charged at various
stages and other characteristics of the product life cycle (including prepayments and penalty interest
and charges). This estimation, by nature, requires an element of judgment regarding the expected
behaviour and life cycle of the instruments, as well expected changes to country base rate and
other fee income/expense that are integral parts of the instrument.
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e) Estimating the incremental borrowing rate

The Bank cannot readily determine the interest rate implicit in the lease, therefore, it uses its
incremental borrowing rate (‘IBR’) to measure lease liabilities. The IBR is the rate of interest that
the Bank would have to pay to borrow over a similar term, and with a similar security, the funds
necessary to obtain an asset of a similar value to the right-of-use asset in a similar economic
environment. The IBR therefore reflects what the Bank ‘would have to pay’, which requires
estimation when no observable rates are available (such as for subsidiaries that do not enter
financing transactions) or when they need to be adjusted to reflect the terms and conditions of the
lease (for example, when leases are not in the subsidiary’s functional currency).

Management has considered adjusted Bank of Tanzania (BOT) bonds rates to be the incremental
borrowing rate. Incremental borrowing rate have been arrived after conducting a thorough analysis
of the lending rates if the entities were PBZ can borrow to finance construction or acquisition of the
leases asset. Our analysis indicated that PBZ can borrow at 12.5% at ZSSF, 12% at TMRC
(previous rate for member institutions) and 9.5% at TMRC (current rate for member institutions).
Based on best finance of the management, incremental borrowing rate was taken to be 9.5% which
represent the rate that Bank can borrow from TMRC. This has been unbiased and cheaper source
of fund to finance acquisition or construction of the leased assets.

f) Taxes

The Bank subject to compliance with two different tax legislation which is Tanzania Revenue
Authority (TRA) and Zanzibar Revenue Authority (ZRA). TRA deal with compliance of Income tax
act which contains corporate tax, employment tax (PAYE) and other withholding tax, includes excise
duty for Mainland Tanzania services, while ZRA deal VAT, Stamp duty and excise duty and levy on
Electronic Money Transfer for Zanzibar consumption services. PBZ as ZRA agent during year 2024
manage to collect TZS 7,422 million (2023, TZS 4,965 million) from various Bank suppliers and paid
to ZRA. Also, for TRA withholding tax paid for 2024 was TZS 9,350 million (2023, TZS 6,607 million).

During the year 2024, Bank paid TZS 27,391 million as corporate tax compared with TZS 23,324
million paid for the year 2023.

The Bank prepares its accounts in accordance with IFRS, however the recognized profit by IFRS
requires some adjustments as directed by income tax act, 2014, to arrive at taxable base for 30%
corporate tax charge, this will result into differed deferred tax, according to IAS 12, is the amount of
tax payable /receivable in future in respect of taxable temporary difference. Temporary differences
are defined as being differences between the carrying amount of an asset (or liability) within the
Statement of Financial Position and its tax base that is the amount at which the asset (or liability) is
valued for tax purposes by the relevant tax authority.

The deferred tax asset recognized as at 31 December 2024 by Bank is TZS 9,610 million compared
to the year 2023 which is TZS 10,250 million.

g) Provisions

The Bank use IFRS 9 tools for calculating impairment charges for their financial assets, during year
2024 loan and advance estimated to TZS 9,561 million (2023, TZS 8,281 million) Islamic financing
TZS 1,065 million (2023, TZS 842 million), Government Securities TZS 1,177 million (2023 TZS
999 million), Other assets estimated TZS 13,499 million (2023, TZS 13,059 million) and total equity
investment provision was TZS 5,000 million for the year 2024. Regulatory provision as specified by
BOT for loan and advance was estimated TZS 14,007 million (2023 TZS 19,150 million), Islamic
financing was TZS 946 million (2023 TZS 1,458 million).
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h) Property and equipment and intangible assets

Critical estimates are made by the Directors in determining the useful lives of property and
equipment and intangible assets as well as their residual values.

7 FINANCIAL INSTRUMENTS BY CATEGORY

At 31 December 2024 Amortized cost FVOCI Total
Financial assets TZS’000 TZS’000 TZS’000
Cash and Balances with BOT 198,059,005 - 198,059,005
Placement with other Banks 760,083,339 - 760,083,339
Cheques & Items for Clearing 445,313 - 445,313
Investment in Debt Securities 164,216,087 164,216,087
Loans and Advances to customers 1,056,110,083 - 1,056,110,083
Islamic Financing to customers 156,785,093 - 156,785,093
Equity Investment - 4,451,610 4,451,610
Other assets in scope of IFRS 9 17,128,119 - 17,128,119
Total Financial Assets 2,352,827,039 4,451,610 2,357,278,649

Financial liabilities
Deposits due to customers

1,952,670,626

1,952,670,626

Deposits due to Banks 253,852 - 253,852
Borrowings 203,326,661 - 203,326,661
Corporate Bond 20,418,171 - 20,418,171
Total Financial Liabilities 2,176,669,310 2,176,669,310
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7 FINANCIAL INSTRUMENTS BY CATEGORY(CONTINUED)

At 31 December 2023 Amortized cost FVOCI Total
Financial assets TZS’000 TZS’000 TZS’000
Cash and Balances with BOT 640,969,430 - 640,969,430
Placement with other Banks 188,830,909 - 188,830,909
Cheques & Items for Clearing 615,087 - 615,087
Investment in Debt Securities 88,994,762 88,994,762
Loans and Advances to customers 935,575,786 - 935,575,786
Islamic Financing to customers 103,345,465 - 103,345,465
Equity Investment - 3,413,599 3,413,599
Other assets in scope of IFRS 9 17,279,439 - 17,279,439
Total Financial Assets 1,975,610,878 3,413,599 1,979,024,477

Financial liabilities
Deposits due to customers

1,731,912,702

1,731,912,702

Deposits due to Banks 170,475 - 170,475
Borrowings 90,139,938 - 90,139,938
Corporate Bond 20,418,171 - 20,418,171

Total Financial Liabilities

1,842,641,286

1,842,641,286

8 FAIR VALUE MEASUREMENT

This note describes the fair value measurement of both financial and non-financial instruments.
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction in the principal (or most advantageous) market at the measurement date
under current market conditions (i.e., an exit price), regardless of whether that price is directly
observable or estimated using a valuation technique. To show how fair values have been derived,
financial instruments are classified based on a hierarchy of valuation techniques, as explained
blow.

Assets and liabilities by fair value hierarchy

The fair value of the Bank's properties are measured at the end of the reporting period
categorized into the three-level fair value hierarchy as defined in IFRS 13, Fair value
measurement.

The level into which a fair value measurement is classified is determined with reference to the
observability and significance of the inputs used in the valuation technique as follows:

e Level 1 valuations: Fair value measured using only Level 1 inputs i.e., unadjusted quoted
prices in active markets for identical assets or liabilities at the measurement date

e Level 2 valuations: Fair value measured using Level 2 inputs i.e., observable inputs
which fail to meet Level 1, and not using significant unobservable inputs. Unobservable
inputs are inputs for which market data are not available

e Level 3 valuations; Fair value measured using signifi

t bservable inputs
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FAIR VALUE MEASUREMENT (CONTINUED)
Assets and liabilities by fair value hierarchy (continued)

Amount under property and equipment represent categories of buildings and motor vehicles for
which measured at revaluation model. Other categories in the PPE are carried at cost model.

Valuation techniques and methods
Equity Investments at FVOCI

The AFREXIM Bank equity investment is actively traded on Stock Exchange of Mauritius with
readily available active prices per Depository Receipt. Further, the Bank published recently Net
Asset Value (NAV) which is the Bank used as fair value. Thus, the Bank classified the asset as
Level 1.

The NAV serves as the basis for subscription and redemption transactions for investors in the entity.
If the investment is required to be measured at fair value, and does not have a readily determinable
fair value, it may qualify for a practical expedient (that is not available under IFRS) to determine the
fair value of investments using NAV, without adjustment, in certain defined circumstances.

This practical expedient can be applied on an investment-by-investment basis but should be applied
consistently to the entire investment in that entity. Further, it is an accounting policy election and
should be applied consistently from period to period, unless a change is preferable. Other
investments (TMRC, UMOJA SWITCH and SWIFT) categorized as level 2 since by the price quoted
exist in active market with no significant unobservable inputs.

Other assets under scope of IFRS 9 and non-financial assets

All other assets as shown above, the Bank classified in level 3 since there are no quoted price in
active market with significance unobservable input.

FINANCIAL RISK MANAGEMENT
i) Risk management structure

The Board of Directors is responsible for the overall risk management approach and for approving
the risk management strategies and principles. The Board Audit and Risk Management Committee
has the overall responsibility for the development of the risk strategy and implementing principles,
frameworks, policies and limits. The Board Audit and Risk Management Committee is responsible
for managing risk decisions and monitoring risk levels and reports to the Board of Directors.

The Risk and Compliance Unit is responsible for implementing and maintaining risk related
procedures to ensure an independent control process is maintained. The unit works closely with
and reports to The Board Audit and Risk Management Committee to ensure that procedures are
compliant with the overall framework.
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i) Risk management structure (continued)

The Risk and Compliance Unit is responsible for monitoring compliance with risk principles, policies
and limits across the Bank. Each business unit has responsible for the control of risks, including
monitoring the actual risk of exposures against authorised limits and the assessment of risks of new
products and structured transactions. It is the Bank’s policy that this unit also ensures the complete
capture of the risks in its risk measurement and reporting systems. The Bank’s policy also requires
that exceptions are reported daily, where necessary, to the Board Audit and Risk Management
Committee, and the relevant actions are taken to address exceptions, and any areas of weakness

The Bank’s Treasury is responsible for managing its assets and liabilities and the overall financial
structure. It is also primarily responsible for the funding and liquidity risks of the Bank. The Bank’s
policy is that risk management processes throughout the Bank are audited annually by the Internal
Audit function, which examines both the adequacy of the procedures and the Bank’s compliance
with them. Internal Audit discusses the results of all assessments with management and reports its
findings and recommendations to the Board Audit and Risk Management Committee

i) Risk measurement and reporting systems

The Bank’s risks are measured using a method that reflects both the expected loss likely to arise in
normal circumstances and unexpected losses, which are an estimate of the ultimate actual loss
based on statistical models. The models make use of probabilities derived from historical
experience, adjusted to reflect the economic environment. The Bank also runs worst-case scenarios
that would arise in the event that extreme events which are unlikely to occur do, in fact, occur.

Monitoring and controlling risks is primarily performed based on limits established by the Bank.
These limits reflect the business strategy and market environment of the Bank as well as the level
of risk that the Bank is willing to accept, with additional emphasis on selected industries. In addition,
the Bank’s policy is to measure and monitor the overall risk-bearing capacity in relation to the
aggregate risk exposure across all risk types and activities
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FINANCIAL RISK MANAGEMENT (CONTINUED)
Credit risk

The Bank structures the levels of credit risk it undertakes by placing limits on the amount of risk
accepted in relation to one borrower, or group of borrowers, and to geographical and industry
segments. Such risks are monitored on a revolving basis and subject to an annual or more frequent
review. The Board of Directors approves limits on the level of credit risk.

Exposure to credit risk is managed through regular analysis of the ability of borrowers and potential
borrowers to meet interest and capital repayment obligations and changing these lending limits
where appropriate. Exposure to credit risk is also managed in part by obtaining collateral and
corporate and personal guarantees, but a significant portion is personal lending where no such
facilities can be obtained.

Credit risk measurement

In measuring credit risk of loans and advances to customers and to Banks at a counterparty level,
the Bank reflect two components (i) the ‘probability of default’ by the client or counterparty on its
contractual obligations and (ii) current exposures to the counterparty and its likely future
development, from which the Bank derives the ‘exposure at default. These credit risk
measurements, which reflect expected loss (the ‘expected credit loss model’), are embedded in the
daily operational management and are in line with IFRS 9.

The Bank uses reasonable and supportable forward-looking information that is available without
undue cost or effort in its assessment of significant increase of credit risk as well as in its
measurement of ECL. External and internal information is used to generate a ‘base case’ scenario
of future forecast of relevant economic variables along with a representative range of other possible
forecast scenarios. The external information used includes economic data and forecasts published
by governmental bodies and monetary authorities.

Bank’s internal rating scale
The Bank has its internal credit rating tools tailored in accordance with the Bank of Tanzania

guidelines. Customers of the Bank are segmented into five rating classes. The Bank’s rating scale,
which is shown below, reflects the range of default probabilities defined for each rating class.

~ Bank’s rating Description of the grade Number of days outstanding
1. Current 0-30
2. Especially mentioned 31-90
3. Sub-standard 91-180
4, Doubtful 181-360
5. Loss 361- Above

Significant increase in credit risk

The Bank monitors all financial assets that are subject to assess whether there has been a
significant increase in credit risk since initial recognition. When there is a significant increase in
credit risk (SICR) since initial recognition is identified, a financial asset is moved from stage 1 to
‘Stage 2’ but is not yet deemed to be credit impaired. If the financial instrument is credit-impaired,
the financial instrument is then moved to ‘Stage 3'.
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FINANCIAL RISK MANAGEMENT (CONTINUED)

Significant increase in credit risk (continued)

The table below summarises the 'three-stage' model for impairment based on changes in credit
quality since initial recognition

Credit risk

Recognition
of ECL

Recognition
of interest

Stage 1
loans)

Financial instruments with
low credit risk at the
reporting date or which
have not had SICR

(performing

12 Month expected credit
losses are recognized.

Interest revenue is
calculated on the gross
carrying amount of the

Stage 2 (under
performing loans)

Financial instruments
which have had a
significant increase in
credit risk since initial
recognition but do not
have objective evidence
of a credit loss event.

Lifetime expected credit
losses are recognised.

Interest revenue is
calculated on the gross
carrying amount of the

Stage 3 (non-performing
loans)

Financial assets that have
objective  evidence of
impairment at the reporting
date

Lifetime expected credit
losses are recognized.

Interest revenue is
calculated based on the
amortized cost net of the

asset. asset. loss provision, (net

carrying amount).

The Bank considers a debt instrument asset, loan commitments and financial guarantee contracts
to have experienced a significant increase in credit risk when one or more of the following
quantitative or qualitative criteria have been met:

Loans and advances/financing to customers
(i) Quantitative criteria

Based on quantitative review for the purpose of the expected credit losses calculations, loans and
advances, loan commitments and financial guarantees shall be classified as follows.

1) 0 — 30 days to be classified as Stage 1; Loans and advances, loan commitments and
financial guarantees which are performing according to contracted terms and conditions
with low credit risk at the reporting date with 12-month expected credit losses being
recognised. : :

31 — 90 days to be classified as Stage 2; Loans and advances, loan commitments and financial
guarantees which have had significant increase in credit risk since initial recognition but do not have
objective evidence of credit loss event with lifetime expected credit losses being recognized.ii91
days or more to be classified as Stage 3; Loans and advances, loan commitments and financial
guarantees which have objective evidence of impairment at the reporting date with lifetime expected
credit losses being recognized (credit-impaired assets).i
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FINANCIAL RISK MANAGEMENT (CONTINUED)
Credit risk (continued)
Credit risk measurement (continued)
Significant increase in credit risk (continued)
(i) Qualitative criteria
For Personal Loans/financing, if the borrower meets one or more of the following criteria:

+  Short-term forbearance or restructuring.
* Adverse changes of external data from credit references agencies.

For Commercial loans/financing, if the borrower is on the Watch list and/or the instrument meets
one or more of the following criteria:

«  Significant adverse changes in business, financial and/or economic conditions in which the
borrower operates.

* Actual or expected forbearance or restructuring.

= Actual or expected significant adverse change in operating results of the borrower.

» Significant change in collateral value which is expected to increase risk of default.

« Early signs of cash flow/liquidity problems such as delay in servicing of loans/financing.

» Adverse changes of external data from credit references agencies

Balances due from other Banks
Below are qualitative factors considered as indicators of significant increase in credit risk.
«  Significant counterparty management restructuring due to continues bad performance of
the company.
+ Significant adverse change in the regulatory, economic or technology of the borrower that
results in a significant change in the borrower’s ability to meet its debt obligations.
+  Significant reductions in financial support from a parent company that resulted to significant
adverse change of operating results of the counterparty.
Government securities
Below are qualitative factors considered as indicators of significant increase in credit risk.
* The Government has initiated debt restructuring process.
Grouping of instruments for losses measured on a collective basis
For expected credit loss provisions modelled on a collective basis, a Grouping of exposures is
performed based on shared risk characteristics, such that risk exposures within a Bank are
homogeneous. The characteristics used to determine Grouping are product type, Industry, collateral
type etc.

Definition of default and credit-impaired assets

The Bank defines a financial instrument as in default, which is fully aligned with the definition of
credit- impaired, when it meets one or more of the following criterja
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Credit risk (continued)
Credit risk measurement (continued)
Significant increase in credit risk (continued)
Definition of default and credit-impaired assets (continued)
Loans and advances/financing to customers
Quantitative criteria
The borrower is more than 90 days past due on its contractual payments.

The borrower meets unlikeliness to pay criteria, which indicates the borrower is in significant
financial difficulty. These are instances where:

= the borrower is in long-term forbearance;

» the borrower is deceased;

* the borrower is insolvent;

the borrower is in breach of financial covenant(s);

an active market for that financial asset has disappeared because of financial difficulties;
concessions have been made by the lender relating to the borrower’s financial difficulty;

it is becoming probable that the borrower will enter Bankruptcy; and, ‘
Financial assets are purchased or originated at a deep discount that reflects the incurred
credit losses.

Balances due from other Banks
For balances from other Banks, below are considered as default when they occur

+ When repayment of interest and principal are not done on time as per contractual schedules
to the extent of 30 days delay;

* When a counterparty is taken under management by Statutory Manager;

* When a counterparty licence has been revoked by the Central Bank; and,

*  When the counterparty is declared Bankrupt by responsible bodies like Registration,
Insolvency or court.

Government securities
For Government securities, below are considered as default when they occur.

*  When repayments of interest and principal are not done on time as per contractual
schedules and that such delays considered are not those caused by operational issues

The default definition has been applied consistently to model the probability of default (PD),

exposure at default (EAD) and loss given default (LGD) throughout the Bank's expected loss
calculations
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FINANCIAL RISK MANAGEMENT (CONTINUED)

Credit risk (continued)

Credit risk measurement (continued)

Forward looking information incorporated in the ECL model

The forward-looking information that has been incorporated in the ECL Model including:

Macro factor, such as foreign exchange rate, Consumer price index and Real and Nominal GDP
has been used to ascertain associated with stress factor on economic sector, presence of covid-19

Economic variable assumptions

The economic variables used during ECL Model calculation include

* Foreign Exchange Rate
+  Consumer price Index
*  Nominal and Real GDP

Risk limit control and mitigation policies

This policy focus on management of risk associate with price movement in market, that interest rate
and foreign exchange rate. The People’s Bank of Zanzibar's operations among others, include
taking of foreign exchange deposits and borrowings as well as issuance of foreign currencies loans.
Likewise, the Bank takes interest bearing local currency deposits and borrowings for investment in
interest earning assets like loans/advances, inter-Bank lending and government securities. These
activities expose the Bank to foreign exchange rate and interest rate fluctuations. This market risk
policy provides guidance for managing foreign exchange risk and interest rate risks in the Bank.

Some other specific control and mitigation measures are out lined below;
(a) Collateral

* Landed Mortgage Collateral

* Debenture and Chattel Mortgage
*  Corporate Guarantee

¢ Government Guarantee

» Cash Cover

*  Unsecured

(b) Credit-related commitments
These are the off-balance sheet item which comprises guarantees of different nature, letter of credit
and undrawn balances. These credit related issues are extended to customers who are either

entered to Government tender or import goods from abroad. For undrawn balances comprises the
unutilised overdraft facilities.
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Credit risk (continued)

9.1 Loss allowance

The loss allowance recognized in the period is impacted by a variety of factors, as described below:
As per regulatory requirement these are financial position which remain unpaid for more than 91
days the underlined factors which lead to increase or decrease financial risk are the effect of COVID-

19, cash flow failure which resulted from market stress and competition.

The following tables explain the changes in the loss allowance between the beginning and the
end of the annual period due to above mentioned factors under note 9.4.5:

Convention loans and advances

At 1 January 2024

Movement between stages:
Transfer from stage 1 to stage 2
Transfer from stage 1 to stage 3
Transfer from stage 2 to stage 1
Transfer from stage 2 to stage 3
Transfer from stage 3 to stage 1
Transfer from stage 3 to stage 2

New loans

Allowance on the same stage due
to contracts

Settled loans (write off)

Settled loans (normally)

Balance at 31 December 2024

Stage 1 Stage 2 Stage 3 Total
TZS ‘000’ TZS ‘000’ TZS ‘000 TZS ‘000’
5,629,764 1,007,552 1,643,770 8,281,086

37,115 (37,115) - -
(1,304,924) - 1,304,924 -
331,852 (331,852) - -

- (986,396) 986,396 -

19,030 - (19,030) -

- 530 (530) -

2,050,490 24,211 1,017,866 3,092,568
(1,944,907) 519,547 1,375,117 (50,243)
- - (1,224,838) (1,224,838)

(351,944) (63,864) (121,632) (537,440)
4,466,476 132,614 4,962,043 9,561,133
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9.1 Loss allowance (continued)

Convention loans and advances (continued)

Stage 1 Stage 2 Stage 3 Total

TZS ‘000 TZS ‘000 TZS ‘000 TZS ‘000

At 1 January 2023 6,136,132 694,145 2,905,743 9,736,020
Movement between stages: -
Transfer from stage 1 to stage 2 (1,549,146) 1,549,146 -
Transfer from stage 1 to stage 3 (182,579) 182,579 -
Transfer from stage 2 to stage 1 3,076 (3,076) -
Transfer from stage 2 to stage 3 (125,517) 125,517 -
Transfer from stage 3 to stage 1 30,858 (30,858) -
Transfer from stage 3 to stage 2 5,579 (5,579) -
New loans 4,035,702 740,445 1,859,083 6,635,230
E:rf‘fzts:gei”duae"fg”:gﬁtfagg g (2,817,908)  (1,773,669)  (520,374) (5,111,951)
Settled loans (write off) (2,653,322) 2,653,322)
Settled loans (normally) (26,372) (79,500) (219,019) (324,891)
Balance at 31 December 2023 5,629,764 1,007,552 1,643,770 8,281,086
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9.1 Loss allowance (continued)

Convention loans and advances (continued)

Personal

At 1 January 2023

Movement between stages:
Transfer from stage 1 to stage 2
Transfer from stage 1 to stage 3

Transfer from stage 2 to stage 1

Transfer from stage 2 to stage 3

Transfer from stage 3 to stage 1
Transfer from stage 3 to stage 2

New loans

Allowance remaining on same
stage

Settled loans (write off)

Settled loans (normally)

Balance at 31 December 2024

Stage 1 Stage 2 Stage 3 Total
TZS ‘000 TZS ‘000 TZS ‘000 TZS ‘000
3,971,991 991,408 1,133,011 6,096,410
(33,990) 33,990 -
(1,207,133) 1,207,133 -
330,234 (330,234) -
(984,086) 984,086 -

16,233 (16,233) -
530 (530) -

1,804,889 40,581 941,038 2,786,509
(341,315) 397,576 1,110,399 1,166,660
(851,250) (851,250)

(314,642) (22,296) (121,632) (458,571)
4,226,267 127,469 4,386,021 8,739,757

96



THE PEOPLE’S BANK OF ZANZIBAR LIMITED (PBZ)
FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2024

NOTES (CONTINUED)
9 FINANCIAL RISK MANAGEMENT (CONTINUED)

9.1 Loss allowance (continued)
Convention loans and advances (continued)

Construction and Transportation

Stage 1 Stage 2 Stage 3 Total
TZS ‘000 TZS ‘000 TZS ‘000 TZS ‘000
At 1 January 2024 104,290 43 271,591 375,924
Movement between stages: -
Transfer from stage 1 to stage 2 ) 1 ) )
Transfer from stage 1 to stage 3 (59) ) 59 )
Transfer from stage 2 to stage 1 3 @) ) )
Transfer from stage 2 to stage 3 ) ) i )
Transfer from stage 3 to stage 1 1 (1) )
Transfer from stage 3 to stage 2 )
New loans 69,920 - - 69,920
Allowance remaining on same (104,140) 35 10,172 (93,932)
stage
Settled loans (write off) ) ) ) )
Settled loans (normally) (1) (70) (280,670) (260,831)
69,928 1 1,152 71,081

Balance at 31 December 2024
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9.1 Loss allowance (continued)

Convention loans and advances (continued)

Education, Health & Services

Stage 1 Stage 2 Stage 3 Total

TZS ‘000 TZS ‘000 TZS ‘000 TZS ‘000
At 1 January 2024 23,016 - 11,343 34,359
Movement between stages:
Transfer from stage 1 to stage 2 ) ) )
Transfer from stage 1 to stage 3 ) ) ) i
Transfer from stage 2 to stage 1 ) ) ) )
Transfer from stage 2 to stage 3 ) ) ) )
Transfer from stage 3 to stage 1 ) ) ) )
Transfer from stage 3 to stage 2 ) ) ) )
New loans © 2,269 2,269
Allowance remaining on same 23158 ) 1,613 24.771
stage
Settled loans (write off)
Settled loans (normally) (23,158) (12,764) (35,922)
Balance at 31 December 2024 25,313 - 192 25,505
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9.1 Loss allowance (continued)
Convention loans and advances (continued)

Manufacturing and Trade

Stage 1 Stage 2 Stage 3 Total

TZS ‘000 TZS ‘000 TZS ‘000 TZS 000
At Janusry 2024 556,920 192 197,534 754,646
Movement between stages:
Transfer from stage 1 to stage 2 (219) 210 )
Transfer from stage 1 to stage 3 (1) ) 10 )
Transfer from stage 2 to stage 1 16 (16)
Transfer from stage 2 to stage 3 ) ®) 8 )
Transfer from stage 3 to stage 1 (1,427) ) (1,427) (2,854)
Transfer from stage 3 to stage 2 ) ) ) )
New loans 1,469 192 1,312 2,973
Allowance remaining on same
stage . (452,650) 104 (197,373) (649,919)
Settled loans (write off) ) ) } )
Settled loans (normally) - (311) - (311)
Balance at 31 December 2024 Ll 263 &3 104,536
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9.1 Loss allowance (continued)

Convention loans and advances (continued)

_ Others

At 1 January 2024

Movement between stages:
Transfer from stage 1 to stage 2
Transfer from stage 1 to stage 3
Transfer from stage 2 to stage 1
Transfer from stage 2 to stage 3
Transfer from stage 3 to stage 1
Transfer from stage 3 to stage 2

New loans

Allowance remaining on same
stage

Settled loans (write off)

Settled loans (normally)

Balance at 31 December 2024

Stage 1 Stage 2 Stage 3 Total
TZS ‘000 TZS ‘000 TZS ‘000 TZS ‘000
302,600 15,910 337,466 655,976
(2,865) 2,865 - -
(97,718) - 97,718 -
1,594 (1,594) -

- (2,302) 2,302 -

58 - (58) -
292,510 3,052 15,866 311,428
(11,762) (11,234) (245,820) (268,816)
(72,058) (1,915) (6,461) (80,434)
412,359 4,781 201,015 618,155
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9.1 Loss allowance (continued)
Convention loans and advances (continued)
Agriculture

Stage 1 - Stage 2 Stage 3 Total
TZS ‘000 TZS ‘000 TZS ‘000 TZS 000

At 1 January 2024 -

375,102 375,102

Movement between stages:

Transfer from stage 1 to stage 2
Transfer from stage 1 to stage 3
Transfer from stage 2 to stage 1
Transfer from stage 2 to stage 3
Transfer from stage 3 to stage 1
Transfer from stage 3 to stage 2

New loans

Allowance remaining on same - = - =
stage

Settled loans (write off)

Settled loans (normally) (&F5,002) (373,002)

Balance at 31 December 2024 ) ) 2,100 2,100
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Credit risk (continued)

9.1 Loss allowance (continued)

Islamic Financing

At 1 January 2024

Movement between stages:
Transfer from stage 1 to stage 2
Transfer from stage 1 to stage 3
Transfer from stage 2 to stage 1
Transfer from stage 2 to stage 3
Transfer from stage 3 to stage 1
Transfer from stage 3 to stage 2
Increment allowance

New financing

Written off

Balance at 31 December 2024

At 1 January 2023

Movement between stages:
Transfer from stage 1 to stage 2
Transfer from stage 1 to stage 3
Transfer from stage 2 to stage 1
Transfer from stage 2 to stage 3
Transfer from stage 3 to stage 1
Transfer from stage 3 to stage 2
Increment allowance

New financing

Written off

Balance at 31 December 2023

Stage 1 Stage 2 Stage 3 Total
TZS ‘000’ TZS ‘000" TZS ‘000’ TZS 000’
384,616 457,390 - 842,007
(6,546) 6,546 - -
(16,994) - 16,994 -
2,364 (2,364) - -

- (7,907) 7,907 -

520 - (520) -

< 3 (3) -
427,667 22,236 6,511 456,414
- - (283,221) (233,221)
791,627 475,904 (202,330) 1,065,200
Stage 1 Stage 2 Stage 3 Total
TZS ‘000’ TZS ‘000’ TZS ‘000° TZS ‘000’
780,050 700,981 (126,976) 1,354,055
(89,893) 89,893 - -
(305,541) - 305,541 -
- (439,495) 439,495 -

- 7,324 (7,324) -

- 98,687 590,603 689,290

- - (1,201,339) (1,201,339)
384,616 457,390 - 842,007
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Changes in gross carrying amount.

Significant changes in the gross carrying amount of financial assets that contributed to changes in

the loss allowance were as follows:

Changes in gross carrying amount was associated with the increasing trend in issuing of new
personal loan to TPDF and some corporate customers in both PBZ Convention and PBZ Islamic.
List the factors which led to change in gross carrying amount of loans such as high volume of new
Salaried Workers Loans and other consumer’s loans originated during the period.

The following table further explains changes in the gross carrying amount and explains their
significance to the changes in the loss allowance for the same portfolio as discussed above:

Convention loans

2024

At 1 January 2024

Movement between stages:
Transfer from stage 1 to stage 2
Transfer from stage 1 to stage 3
Transfer from stage 2 to stage 1
Transfer from stage 2 to stage 3
Transfer from stage 3 to stage 1
Transfer from stage 3 to stage 2
New loans

Loans remained on the same stage
Settled loans (write off)

settled loans (normally)
Balance at 31 December 2024

Stage 1 Stage 2 Stage 3 Total

TZS ‘000’ TZS ‘000’ TZS ‘000’ TZS ‘000’
763,814,110 165,792,801 17,794,396 947,401,307
(7,681,335) 7,681,335 - -
(4,836,062) - 4,836,062 -
122,311,578 (122,311,578) - -

- (4,356,715) 4,356,715 -

4,860,366 - (4,860,366) -

- 649,714 (649,714) -

428,790,337 8,279,704 3,837,537 440,907,579
(239,533,715) (21,126,186) (1,610,079) (262,269,980)
- - (1,224,253) (1,224,253)
(46,058,871) (4,884,138) (3,738,304)  (54,681,313)
1,021,666,408 29,724,938 18,741,993 1,070,133,340
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Changes in gross carrying amount. (continued)

Personal Loans

At 1 January 2024

Movement between stages:
Transfer from stage 1 to stage 2
Transfer from stage 1 to stage 3
Transfer from stage 2 to stage 1
Transfer from stage 2 to stage 3
Transfer from stage 3 to stage 1
Transfer from stage 3 to stage 2
New loans

Loans remained on the same
stage

Settled loans (write off)

settled loans (normally)

Balance at 31 December 2024

Agriculture

At 1 January 2024
Movement between stages:
Transfer from stage 1 to stage 2
Transfer from stage 1 to stage 3
Transfer from stage 2 to stage 1
Transfer from stage 2 to stage 3
Transfer from stage 3 to stage 1
- Transfer from stage 3 to stage 2
New loans

Loans remained on the same stage

Settled loans (write off)
settled loans (normally)
Balance at 31 December 2024

Stage 1 Stage 2 Stage 3 Total
TZS ‘000’ TZS ‘000’ TZS ‘000’ TZS ‘000’
675,807,234 163,809,879 11,939,851 851,556,964
(6,638,115) 6,638,115 - -
(4,596,739) - 4,596,739 -
121,593,961 (121,593,961) - -
- (4,338,711) 4,338,711 -
3,916,534 - (3,916,534) -
- 649,714 (649,714) -
263,636,599 7,361,548 3,817,302 274,815,449
(191,392,902) (19,425,951) (639,210)  (211,458,062)
- - (1,209,787) (1,209,787)
(50,289,368) (4,945,546) (2,795,557) (58,030,470)
812,037,204 28,155,087 15,481,802 855,674,093

Stage 1 Stage 2 Stage 3 Total

TZS ‘000’ TZS ‘000’ TZS ‘000’ TZS ‘000’

- - 2,100,000 2,100,000

- - - 2,100,000
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THE PEOPLE’S BANK OF ZANZIBAR LIMITED (PBZ)

FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2024

NOTES (CONTINUED)

9 FINANCIAL RISK MANAGEMENT (CONTINUED)
Changes in gross carrying amount.(continued)

Construction and Transportation

Stage 1 Stage 2 Stage 3 Total
TZS ‘000’ TZS ‘000’ TZS ‘000’ TZS ‘000’
At 1 January 2024 10,783,890 1,024,541 3,193,509 15,001,939
Movement between stages:
Transfer from stage 1 to stage 2 (16,406) 16,406 - -
Transfer from stage 1 to stage 3 (117,654) - 117,654 -
Transfer from stage 2 to stage 1 511,935 (511,935) - -
Transfer from stage 2 to stage 3 & - - -
Transfer from stage 3 to stage 1 39,769 - (39,769) -
Transfer from stage 3 to stage 2 # - - -
New loans 143,336,556 - - 143,336,556
Loans remained on the same stage 4,953,447 (504,047) 271,624 4,721,024
Settled loans (write off) " - - -
settled loans (normally) (991,730) (8,559) (696,943) (1,697,232)
Balance at 31 December 2024 158,499,806 16,406 2,846,074 161,362,287
Manufacturing and Trade
Stage 1 Stage 2 Stage 3 Total
TZS ‘000’ TZS ‘000’ TZS ‘000’ TZS ‘000’
At 1 January 2024 32,075,321 887,204 2,097,975 35,060,500
Movement between stages:
Transfer from stage 1 to stage 2 (1,015,270) 1,015,270 - -
Transfer from stage 1 to stage 3 (23,950) - 23,950 -
Transfer from stage 2 to stage 1 134,701 (134,701) - -
Transfer from stage 2 to stage 3 - (15,702) 15,702 -
Transfer from stage 3 to stage 1 879,799 - (879,799) -
Transfer from stage 3 to stage 2 - = - =
New loans , 4,657,198 907,352 4,368 5,568,918
Loans remained on the same stage  (31,334,640) (1,195,957) (869,601) (33,400,198)
Settled loans (write off) = = - -
settled loans (normally) - - (219,802) (219,802)
Balance at 31 December 2024 5,373,159 1,463,466 172,794 7,009,419
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THE PEOPLE’S BANK OF ZANZIBAR LIMITED (PBZ)

FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2024

NOTES (CONTINUED)

9 FINANCIAL RISK MANAGEMENT (CONTINUED)
Changes in gross carrying amount. (continued)

Others

At 1 January 2024

Movement between stages:
Transfer from stage 1 to stage 2
Transfer from stage 1 to stage 3
Transfer from stage 2 to stage 1
Transfer from stage 2 to stage 3
Transfer from stage 3 to stage 1
Transfer from stage 3 to stage 2
New loans

Loans remained on the same stage
Settled loans (write off)

settled loans (normally)

Stage 1

Balance at 31 December 2024

Education, Health and Services

At 1 January 2024

Movement between stages:
Transfer from stage 1 to stage 2
Transfer from stage 1 to stage 3
Transfer from stage 2 to stage 1
Transfer from stage 2 to stage 3
Transfer from stage 3 to stage 1
Transfer from stage 3 to stage 2
New loans

Loans remained on the same stage
Settled loans (write off)

settled loans (normally)

Balance at 31 December 2024

Stage 2 Stage 3 Total

TZS ‘000’ TZS ‘000’ TZS ‘000’ TZS 000’
15,297,625 71,178 538,270 15,907,073
(11,543) 11,543 - -
(97,718) - 97,718 -
70,981 (70,981) - -

- (2,302) 2,302 -

4,360 - (4,360) -
12,728,002 10,805 15,866 12,754,673
(9,329,913) (231) (372,893) (9,703,037)
- - (14,465) (14,465)

(137,012) (1,649) (26,002) (164,663)
18,524,781 18,362 236,436 18,779,580
Stage 1 Stage 2 Stage 3 Total
TZS ‘000’ TZS ‘000’ TZS ‘000’ TZS ‘000’
29,850,039 - 22,691 29,872,730
19,904 - (19,904) -
4,431,983 - - 12,754,673
(12,429,707) - - (9,703,037)
- - - (14,465)
5,359,239 71,616 - (164,663)
27,231,458 71,616 2,787 27,305,861
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THE PEOPLE’S BANK OF ZANZIBAR LIMITED (PBZ2)

FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2024

NOTES (CONTINUED)

9 FINANCIAL RISK MANAGEMENT (CONTINUED)
Changes in gross carrying amount.

Convention loans:2023

At 1 January 2023

Movement between stages:
Transfer from stage 1 to stage 2
Transfer from stage 1 to stage 3
Transfer from stage 2 to stage 1
Transfer from stage 2 to stage 3
Transfer from stage 3 to stage 1
Transfer from stage 3 to stage 2
New loans

Settled loans (write off)

settled loans (normally)
Balance at 31 December 2023

Stage 1 Stage 2 Stage 3 Total
TZS ‘000’ TZS ‘000’ TZS ‘000’ TZS ‘000’
678,129,169 40,121,307 16,004,089 734,254,564
(95,814,673) 95,814,673 - -
(613,319) - 613,319 -
21,495,526 (21,495,526) - -
- (3,238,901) 3,238,901 -

421,067 - (421,067) -

- 8,330,349 (8,330,349) -
163,437,390 46,808,985 11,560,502 221,806,877
- - (2,653,322) (2,653,322)
(3,241,050) (548,086) (2,217,677) (6,006,813)
763,814,110 165,792,801 17,794,396 947,401,306
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THE PEOPLE’S BANK OF ZANZIBAR LIMITED (PBZ)

FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2024

NOTES (CONTINUED)

9 FINANCIAL RISK MANAGEMENT (CONTINUED)

Changes in gross carrying amount (continued)

Islamic financing

At 1 January 2024

Movements

Transfer from stage 1 to stage 2

Transfer from stage 1 to stage 3
Transfer from stage 2 to stage 1

Transfer from stage 2 to stage 3
Transfer from Stage 3 to Stage 1
Transfer from Stage 3 to Stage 2
New financings

Settled Financings

Balance at 31 December 2024

At 1 January 2023

Movements

Transfer from stage 1 to stage 2
Transfer from stage 1 to stage 3
Transfer from stage 2 to stage 1

Transfer from stage 2 to stage 3
Transfer from Stage 3 to Stage 1
Transfer from Stage 3 to Stage 2
New financings

Settled Financings

Balance at 31 December 2023

9.2 Write-off

Stage 1
TZS ‘000’
100,414,540

(1,091,112)
(208,020)
2,329,714

181,687
103,925,726
(39,176,498)
166,376,038

Stage 1
TZS ‘000’
38,695,307

(3,476,217)
(852,659)
2,337,827

318,409
66,079,331
(2,687,458)

100,414,540

Stage 2
TZS ‘000’
16,746,628

1,091,112
(2,329,714)
(201,193)
1,564
1,791,648
(2,674,351)
14,425,694

Stage 2
TZS ‘000’
44,225,627

3,476,217
(2,337,827)
(387,810)
266,528
1,772,265
(30,268,372)
16,746,628

Stage 3
TZS ‘000’
5,770,963

208,020
201,193
(181,687)
(1,564)
116,900
(183,795)
5,930,029

Stage 3
TZS ‘000’
12,112,147

852,659
387,810
(318,409)
(266,528)
126,212
(7,122,928)
5,770,963

Total
TZS ‘000’
122,932,131

105,834,274
(42,034,644)
186,731,761

Total
TZS “000’
95,033,081

67,977,808
(40,078,758)
122,932,131

The Bank may write-off financial assets that are still subject to enforcement activity while the Bank
still seeks to recover amounts it is legally owed in full. According to BOT regulations the Bank
required to charge off credit accommodation and other assets that has been remained in loss
category for four (4) consecutive quarters. Total of TZS 1,934,496 million was written off for
conventional loans and Islamic financing during the year ended 31 December 2024.
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THE PEOPLE’S BANK OF ZANZIBAR LIMITED (PBZ2)
FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2024

NOTES (CONTINUED)
9 FINANCIAL RISK MANAGEMENT (CONTINUED)

9.3 Investment securities

The investment securities held by Bank comprise of private corporate bonds, and treasury bills and
bonds issued by the Government Tanzania, refer to Note 13. All these investments were considered
to be under Stage 1. These investment securities are held with the Government or institutions with
good financial standing and no history of default. They are not rated

9.4 Repossessed collateral

During the year, the Bank did not obtain assets by taking possession of collateral held as security.

Repossessed properties are usually sold as soon as practicable, with the proceeds used to reduce
the outstanding indebtedness.

Concentration of risks of financial assets with credit risk exposure

Credit risk exposures relating to on-balance sheet and off-balance sheet assets are as follows:
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THE PEOPLE’S BANK OF ZANZIBAR LIMITED (PBZ)
FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2024

NOTES (CONTINUED)
9 FINANCIAL RISK MANAGEMENT (CONTINUED)

Market risk

Market risk is the risk that the fair value or future cash flows of financial instruments will fluctuate
due to changes in market variables such as interest rates, foreign exchange rates and equity
prices. The Bank classifies exposures to market risk into either trading (the Trading book) or non—
trading (the Banking book) portfolios and manages each of those portfolios separately.

Market risk — trading (trading book) includes financial assets and financial liabilities designated at
fair value through profit or loss. Market risk (Banking book) is the Bank’s primary business model
to collect deposits and use these funds to provide loans and other funding products and debt
instruments to its customers. Interest rate risk is the impact that changes in interest rates could
have on the Bank’s margins, profit or loss, and equity. Interest risk arises from the mismatch of
interest payable on the Bank’s liabilities and the interest earned on its assets.

The Bank’s risk management strategy for its Banking book is different for each of the following
categories of market risk as Interest rate risk and Currency risk.

All trading instruments are subject to market risk, i.e. the risk that future changes in market
conditions may make an instrument less valuable. The instruments are evaluated on daily basis at
fair value and all changes in market conditions directly affect trading income. The Bank manages
its portfolios in response to changing market conditions. Exposure to market risk is managed in
accordance with limits formally set for managing foreign currency assets

Interest rate risk

The Bank is exposed to various risks associated with the effect of fluctuations in the prevailing levels
of market interest rates on its financial position cash flows. The table below summarizes the
exposure to interest rate risks. Included in the table are the Bank’s assets and liabilities at carrying
amounts, categorized by the earlier of contractual reprising or maturity dates. The Bank does not
bear an interest rate on off balance sheet items. All figures are in millions of Tanzania Shilling.
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THE PEOPLE’S BANK OF ZANZIBAR LIMITED (PBZ)
FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2024

NOTES (CONTINUED)
9 FINANCIAL RISK MANAGEMENT (CONTINUED)

Liquidity risk

Liquidity risk is defined as the risk that the Bank does not have sufficient liquid financial resources
to meet obligations associated with financial liabilities that are settled by delivering cash or another
financial asset. Liquidity risk arises because of the possibility that the Bank might be unable to meet
its payment obligations when they fall due because of mismatches in the timing of the cash flows
under both normal and stress circumstances.

Such scenarios could occur when funding needed for illiquid asset positions is not available to the
Bank on acceptable terms. To limit this risk, management has arranged for diversified funding
sources in addition to its core deposit base and adopted a policy of managing assets with liquidity
in mind and monitoring future cash flows and liquidity daily.

a) Liquidity risk management process

Liquidity risk is the risk that the Bank will encounter difficulty in meeting obligations from financial
liabilities. The Assets and Liabilities Committee (ALCO), a management committee is tasked with
the responsibility of ensuring that all foreseeable funding commitments and deposits withdrawals
can be met when due, and that the Bank will not encounter difficulty in meeting obligations from its
financial liabilities as they occur. ALCO relies substantially on the Bank’s Treasury section to
coordinate and ensure discipline across the Bank, certify sufficient liquidity under both normal and
stressed conditions, without incurring unacceptable losses or risking damage to the Bank’s
reputation

b) Funding approach

The Bank’s major source of funding is customer deposits. To this end, the Bank maintain a
diversified and stable funding base comprising current/demand, savings and time deposits. The
Bank places considerable importance on the stability of these deposits, which is achieved through
the operations Banking activities and by maintaining depositor confidence in the Bank'’s business
strategies and financial strength.

The Bank borrows from the inter-Bank market through transactions with other Banks for short term
liquidity requirements. As part of the contingency funding plan, the Bank has also long-term funding
as bond from pension funds for long term liquidity assurance

c) Financial Assets and liability held for managing liquidity risk

The Bank’s assets held for managing liquidity risk comprise:

e Cash and balances with the Bank of Tanzania (excluding SMR).

¢ |nvestment in government securities; and

e Placements with other Banks:
In the normal course of business, a proportion of customer loans contractually repayable within or
will be extended. The Bank would also be able to meet unexpected net cash outflows by selling se«
and accessing additional funding sources such as asset-backed markets.
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THE PEOPLE’S BANK OF ZANZIBAR LIMITED (PBZ)
FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2024

NOTES (CONTINUED)
9 FINANCIAL RISK MANAGEMENT (CONTINUED)
9.2 Off-balance sheet items
(a) Undrawn commitments, outstanding letters of credit, guarantee and indemnities
The dates of the contractual amounts of the Bank'’s off-balance sheet financial instruments
that commit it to extend credit to customers and other facilities (Note 44) are summarised
in the table below.

(b) Financial guarantees and other financial facilities

Financial guarantees (Note 45) are also included below based on the earliest contractual
maturity date.

No later than 1 year 1-5years Total
TZS000’ TZS' 000’ TZS’ 000’
At 31 December 2024
Guarantee and indemnities 7,774,437 - 7,774,437
Undrawn commitments 898,048 - 898,048
Acceptance and letter of credit , 70,444,921 - 70,444,921
Total 79,117,406 . 79,117,406
At 31 December 2023
Guarantee and indemnities 12,418,095 - 12,418,095
Undrawn commitments 1,439,771 - 1,439,771
Acceptance and letter of credit 858,681 - 858,681
Total 14,716,547 - 14,716,547

9.3 Fair value of financial assets and liabilities
9.3.1 Fair value estimation

IFRS 13 requires the Bank to classify fair value measurements using a fair value hierarchy
that reflects the significance of the inputs used in making the measurements.

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

+ Level 1 fair value measurements are those derived from quoted prices (unadjusted)
in active markets for identical assets or liabilities.

* Level 2 fair value measurements are those derived from inputs other than quoted
prices included within Level 1 that are observable for the asset or liability, either
directly (i.e. as prices) or indirectly (i.e. derived from prices).

» Level 3 fair value measurements are those derived from valuation techniques that
include inputs for the asset or liability that are not based on observable market data
(unobservable inputs)

This hierarchy requires the use of observable market data when available. The Bank considers
relevant and observable market prices in its valuations. .w ere p035|b|e There were no
transfers between the levels during the year. :
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THE PEOPLE’S BANK OF ZANZIBAR LIMITED (PBZ)
FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2024

NOTES (CONTINUED)

9

FINANCIAL RISK MANAGEMENT (CONTINUED)
Fair value of financial assets and liabilities that are not measured at fair value
Cash and balances with Bank of Tanzania

The carrying amount of cash and balances with Bank of Tanzania is a reasonable
approximation of fair value.

Investment in government securities

Investment in government securities includes treasury bonds and treasury bills. The fair value of
government securities has been determined by discounting the estimated future cash flows
expected cash flows at current market yields as observed from rates of similar bills and bonds
traded by Bank of Tanzania.

Loans and advances to banks
Loans and advances to Banks include inter-Bank placements and items during collection.

The carrying amount of floating rate placements and overnight advances is a reasonable
approximation of fair value. The estimated fair value of fixed interest-bearing advances is based
on discounted cash flows using prevailing money-market interest rates for debts with similar
credit risk and remaining maturity.

Loans and advances are net of charges for impairment. The estimated fair value of loans and
advances represents the discounted amount of estimated future cash flows expected to be
received. Expected cash flows are discounted at current market rates to determine fair value.

Deposits from Banks and customers

The estimated fair value of deposits with no stated maturity, which includes non-interest-bearing
deposits, is the amount repayable on demand.

The estimated fair value of fixed interest-bearing deposits not quoted in an active market is based
on discounted cash flows using interest rates for new debts with similar remaining maturity

Borrowings

Significant portion of borrowing is benchmarked to SOFR and therefore reprices at balance sheet
date. Management has considered the impact of borrowings with fixed interest rate as
insignificant to the total fair value of borrowings. The fair value of borrowings therefore
approximates its carrying value.
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THE PEOPLE’S BANK OF ZANZIBAR LIMITED (PBZ)
FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2024

NOTES (CONTINUED)
9 FINANCIAL RISK MANAGEMENT (CONTINUED)

9.3.2 Financial assets and liabilities measured at amortised cost

2024 2023
Hierarchy TZS’000’ TZS’000’
level
Financial assets
Cash and balances with Bank of Tanzania Level 2 198,059,005 640,969,430
Government securities at amortised cost (Treasury 160,454,125 83,006,670
bonds) Level 1
G_overnment securities at amortised cost (Treasury ) 4731557
bills) Level 2
Placement and balances with other Banks Level 2 759,077,381 188,830,909
Loans and advances to customers Level 3 1,056,110,083 935,575,786
Other assets (excluding prepayment) Level 3 17,128,119 17,279,439

2,190,828,713 1,870,393,791

Financial liabilities

Deposits from customers Level 3 1,952,670,626 1,731,912,702
Deposits from Banks Level 2 253,852 170,475
Subordinated debt Level 3 20,418,171 20,418,171
Borrowings Level 3 203,326,661 90,139,938
Other liabilities (Excluding non-financial other liability) Level 3 78,744,816 16,499,556

2,255,414,126 1,859,1 40,842

Fair value of financial assets and liabilities that are measured at fair value through other
comprehensive income is as follows:

Debt Instrument at FVOCI Level 1 Level 2 Level 3 Total
Equity investment 4,451,610 - - 4,451,610
Total Assets 4,451,610 - - 4,451,610
Reconciliation of Level 3 - Equity investments 2024 2023
TZS’000’ TZS’000’
At January 2024 3,413,598 5,703,440
Revaluation gain 1,161,064 -
Revaluation Loss (123,052) (2,289,842)
Purchases : - -

At 31 December 2024 4,451,610 3,413,598
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THE PEOPLE’S BANK OF ZANZIBAR LIMITED (PBZ)
FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2024
NOTES (CONTINUED)

10 CASH AND BALANCE WITH BANK OF TANZANIA

2024 2023

TZS’000 TZS’000

Local and foreign cash in hand 40,762,382 71,077,690

Current account with BOT 37,305,921 489,566,398

Deposit with BOT (SMR balance) 120,018,330 80,614,362

198,086,633 641,258,450

Less Allowance for ECL (27,629) (289,020)

Total cash and balance with other bank 198,059,004 640,969,430

Maturity Analysis

Current 198,059,004 640,969,430
Non-Current - -

Total 198,059,004 640,969,430

Deposit with the BOT represents mandatory Statutory Minimum Reserve (SMR) reserve

deposits which is not available for use in the Bank’'s Day—to—day operations.

In accordance with Sections 4 and 71 of the Banking and Financial Institutions Act, 2006; the
Bank is required to maintain SMR on its total deposit liabilities and funds borrowed from the
public. The SMR deposit should be at least 6% of customers’ total deposits and borrowings
from the general public and 40% of government's deposits. The SMR deposit is therefore
excluded from cash and cash equivalents for the purpose of the statement of cash flows (Note

42). Balances with Central Banks are non-interest-bearing assets.

) Stage 1 Total

Movement of Expected Credit Loss allowance:
TZS’000 TZS’000
ECL allowance as at 1 January 2024 289,020 27,099
Net recovery through P&L during the year (261,921) 261,921
ECL allowance as at 31 December 2024 27,629 289,020
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THE PEOPLE’S BANK OF ZANZIBAR LIMITED (PBZ)
FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2024

NOTES (CONTINUED)

11 PLACEMENTS WITH OTHER BANKS

2024 2023
TZS’000 TZS’000
Balance with local banks 1,253,767 1,284,023
Foreign Banks - Nostro accounts 86,748,294 88,135,386
Conventional Inter-Bank placements 671,075,320 99,509,128
Sub total 759,077,381 188,928,537
Add Interest receivable 1,101,340 22,401
Less: Allowance for ECL (95,382) (120,029)
Total Placement 760,083,339 188,830,909
Maturity Analysis
Current 198,059,004 640,969,430
Non-Current - -
Total 198,059,004 640,969,430
Movement of ECL allowance:
Stage 1 Stage 2 Stage 3
12-month ECL Lifetime  Lifetime ECL Total
TZS’000 TZS’000 TZS’000 TZS’000
ECL as at 1 Jan 2024 (120,030) - - (120,030)
Net charge through profit or } )
loss 24,648 24,648
ECL as at 31 Dec 2024 (95,382) - - (95,382)
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THE PEOPLE’S BANK OF ZANZIBAR LIMITED (PBZ)
FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2024
NOTES (CONTINUED)

12 GOVERNMENT SECURITIES AT AMORTISED COST

2024 2023

TZS’000 TZS’000

Treasury bills - 5,000,000

Treasury bonds 160,454,126 83,006,670

Total Treasury bill and bonds 160,454,126 88,006,670

Discount earned not due on treasury bills - (268,443)

Interest Receivable on treasury bonds 4,939,400 2,256,364

Sub Total 165,393,526 89,994,591

Less: Allowance for ECL (1,177,439) (999,829)

Net Investment in securities 164,216,087 88,994,762

Movement of ECL allowance

Stage 1 Stage 2 Stage 3

12-month ECL Lifetime ECL Lifetime ECL Total

TZS’000 TZS’000 TZS’000 TZS’000

58321_4Allowance as at 1 January 999,829 ) ) 999,829

E‘ZZ, if‘htﬁfie;?m“gh REBHE or 177,610 ; - 177,610

ECL allowance as at 31 1,177,439 ) - 1,177,439

December 2024
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THE PEOPLE’S BANK OF ZANZIBAR LIMITED (PBZ)
FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2024
NOTES (CONTINUED)
12 GOVERNMENT SECURITIES AT AMORTISED COST (CONTINUED)

Investment in debt securities by maturity:

(a) Treasury bills

TZS’000

2023
TZS’000

Maturing within 3 months
Maturing after 3 months but within 12 months

5,000,000

(b) Treasury bonds
Maturing within 3 months
Maturing after 3 months but within 12 months

Maturity after 1 year but within 5 years 160,454,125
160,454,125

5,000,000

83,006,670
83,006,670

The maturity analysis is based on the remaining periods to contractual maturity from year end.
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THE PEOPLE’S BANK OF ZANZIBAR LIMITED (PBZ)
FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2024
NOTES (CONTINUED)

13 LOAN AND ADVANCES TO CUSTOMERS

Personal Loans 843,538,122 847,078,369
Staff Loan 7,742,916 9,835,314
Mortgage Loans 2,646,686 669,571
Commercial loan and overdraft 188,577,064 68,749,062
Other Loan and Advance 18,734,109 15,785,902
Sub total 1,061,238,897 942,118,218
Add: Accrued interest 8,894,442 5,283,088
Less: Interest in Suspense (4,462,122) (3,544,434)
1,065,671,217 943,856,872
Less: Allowance for ECL (9,561,134) (8,281,086)
1,056,110,083 935,575,786
Maturity Analysis
Current 31,183,848 335,110,924
Non-Current 1,024,926,235 600,464,862
Total 1,056,110,083 935,575,786
Analysis by geographical location
Zanzibar (Unguja) 495,681,677 373,641,206
Zanzibar (Pemba) 76,786,977 69,902,300
Dar es Salaam 345,858,154 359,797,602
Mtwara 63,982,561 67,893,876
Dodoma 78,828,303 70,883,234
Mwanza 95,821 -
Total gross loans and advances 1,061,238,897 942,118,218
2024 2023
Movement of ECL allowance
TZS’000 TZS’000
Opening ECL provision 8,281,086 9,736,020
Write off during the year (1,837,530) (2,653,322)
Recovery of loan and Advances (1,577,592) (2,673,532)
C;jad:tlonal provision during the 4,695,169 3,871,920
ECL allowance as at 31 9,561,134 8,281,086

December 2024
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THE PEOPLE’S BANK OF ZANZIBAR LIMITED (PBZ2)
FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2024

NOTES (CONTINUED)

14

ISLAMIC FINANCING AND INVESTMENT TO CUSTOMERS

2024 2023

TZS’000 TZS’000
Murabaha 142,163,537 97,585,795
Tawarruq 40,356,947 20,597,771
ljarah Personnel Financing 59,354 110,363
Salam Financing 60,000 60,000
Istisna Personnel 123,849 208,191
Qard Hassan 3958408 4,363,307
Old ljarah - 3,083
Unauthorized OD 9,667 3,621
Total Islamic Financing 186,731,762 122,932,131
Sukuk Investment 11,200,000 8,000,000
Profit receivable (sukuk) 238,285 116,158
Total Sukuk Investment 11,438,285 8,116,158
Less: Deferred profit (40,243,830) (26,727,253)
Less: Unearned profit receivable (75,924) (133,564)
Gross financing and investment 157,850,293 104,187,472
Less Allowance for ECL (1,065,200) (842,007)
Net Islamic Financing and
Investment 156,785,093 103,345,465
Maturity Analysis
Current 146,430,948 95,416,651
Non-Current 10,354,145 7,928,814
Total 156,785,093 103,345,465
Analysis by geographical location

2024 2023
TZS’000 TZS’000

Zanzibar (Unguja) 137,454,029 85,297,161
Zanzibar (Pemba) 20,660,428 16,174,902
Dar es Salaam 19,648,972 16,148,969
Mtwara 2,620,534 2,095,209
Dodoma 6,347,799 3,215,890
Total gross loans and advances 186,731,762 122,932,131
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THE PEOPLE’S BANK OF ZANZIBAR LIMITED (PBZ)
FINANCIAL STATEMENTS :
FOR THE YEAR ENDED 31 DECEMBER 2024

NOTES (CONTINUED)

14

ISLAMIC FINANCING AND INVESTMENT TO CUSTOMERS

2024 2023
Movement of ECL allowance TZS’000 TZS’000
Opening ECL provision 842,007 1,354,055
Write off during the year (96,966) (1,201,339)
Recovery of loan and Advances (347,190) (527,005)
Additional provision during the 667 350 1.216.295
year 1 L} 1
Eélzlztallowance as at 31 December 1,065,200 842,007
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THE PEOPLE’S BANK OF ZANZIBAR LIMITED (PBZ)
FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2024
NOTES (CONTINUED)

15 EQUITY INVESTMENTS

INVESTMENT AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME

2024 2023
TZS’000 TZ2S°000
Afrexim Bank (Headquarter in Egypt) 2,425,808 2,169,887
TMRC Company 1,013,750 1,013,750
UMOJA SWITCH 889,000 100,831
SWIFT Company 123,052 129,131
Mucoba Bank Plc 5,000,000 5,000,000
Sub-Total 9,451,610 8,413,599
Allowance for Equity impairment (5,000,000) (5,000,000)
Net Equity investment at fair value 4,451,610 3,413,599
Impairment charge movement
At start of the year 5,000,000 2,000,000
Charge for the year - 3,000,000
At end of year 5,000,000 5,000,000

e The Bank interest in AFREXIM Bank is of 37 Class B ordinary shares at cost of USD

489,810 (TZS 1,228 million) called up at 2 out of 5 instalments had been paid. The
NAV per share unaudited financial statement as at 30 September 2024 was USD
66,881 per share. The Equity investment is measured at FVOCI, 2024 revalued
investment amount reached TZS 2,426 million because of fair value gain of TZS 255
million as shown in statement of comprehensive income and statement of change in
equity.

Investment in TMRC Co Itd. (Tanzania Mortgage Refinancing Company) was made in
year 2012 and during year 2019 the Bank invested additional 125,000 share ordinary
through right issue. As at 31 December 2024, the Bank total investment was 625,000
shares valued at TZS 1,622 per share each fully paid up.

Investment in UMOJA SWITCH Company was made in year 2012. This company
established and incorporated in Tanzania owned by member Banks in UMOJA
SWITCH network. The Bank invests 39 shares each TZS 1,000,000 per value and
fully paid up. In 2024, the Bank invested an additional 850 shares, fully paid up at a
price of TZS 1,000,000 each, amounting to a total cost of TZS 850 million. As of the
end of 2024, the total value of the Bank’s shares in UMOJA SWITCH Company was
TZS 889 million.

Investment in SWIFT Company was made in April year 2018. The Bank invests 6
shares each EURO 4,665 per value and fully paid up. The share valuation made at
the end of year 2024 was EURO 8,040 per share. aluation loss was TZS 6
million. '
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THE PEOPLE’S BANK OF ZANZIBAR LIMITED (PBZ)
FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2024

NOTES (CONTINUED)

16 OTHER ASSETS

Dividend Receivable

Staff Advances

Imprest

Stationery, Computer and printing matter
Islamic Financing advance Payment
Cash shortage, misappropriation & forgery
UBX Future investment account
Suspense Miscellaneous

Entries in transit Local

Prepaid Expenses

Accounts Receivables

MNO Receivables

Sub total

Less: Allowance for ECL

Total

(Charge) Irelief for the year

At end of year 2024

2024 2023
TZS'000 TZS°000
104,272 .
234,034 170,059

. 17,317

582,488 528,032
85,337,617 14,017,431
272,257 222,405

. 800,399

11,990,910 12,132,044

- 215,284

2,324,366 1,532,115
8,903,490 5,265,807
4,265,135 4,077,050
114,014,569 38,977,943
(13,498,565) (13,059,401)
100,516,004 25,918,542
439,164 (86,913)
13,498,565 13,059,401
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THE PEOPLE’S BANK OF ZANZIBAR LIMITED (PBZ)
FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2024
NOTES (CONTINUED)

20 DEPOSITS DUE TO CUSTOMERS

2024 2023
TZS’000 TZS’000

Conventional Banking:
Current Accounts Deposits 635,214,887 840,612,867
Savings Deposits 172,341,502 156,411,502
Time Deposits 510,384,853 196,356,415
Matured time deposit 420 420
Accrued Interest on Time Deposits 78 73
Accrued Interest on Saving Deposits 10,272,279 4613392

Subtotal conventional banking

Special Deposits:

1,328,214,019

1,197,994,669

Letter of credit & Guarantees Cash Cover 72,165,196 12,695,346
Special deposit account 2,292,384 106,802,536
Subtotal Special Deposits 74,457,580 119,497,882

Total Conventional & Special deposits
Islamic Banking:

Current Accounts Deposits:

1,402,671,599

1,317,492,551

Al wadiah 291,360,913 243,134,189
Mudharaba 1,311,708 9,099
Qard Current 2,593 21,778
Total current deposit 292,675,214 243,165,066
Savings Deposits

Al wadiah 160,149,958 140,619,449
Total saving deposit 160,149,958 140,619,449
Fixed Deposit:

Mudharaba 616,104 843,099
Islamic time deposit intermediate 93,543,195 29,244,599
Profit payable Mudharaba 3,014,556 547,938
Fixed Deposit 97,173,855 30,635,636
Total Islamic Deposits 549,999,027 414,420,151
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THE PEOPLE’S BANK OF ZANZIBAR LIMITED (PBZ2)

FINANCIAL STATEMENTS :
FOR THE YEAR ENDED 31 DECEMBER 2024

NOTES (CONTINUED)

20 DEPOSITS DUE TO CUSTOMERS (CONTINUED)

Current
Non-Current

Total deposit

2024
TZS°000

1,952,670,626

2023
TZS’000

1,731,912,702

1,952,670,626

1,731,912,702

21 OTHER LIABILITIES
Payment Order Outwards & transfers payable 49,789 144,509
Accrual Expenses Payable 1,301,376 1,161,807
Provisions 429,278 2,536,348
Employee Retirement Benefit Provision 1,425,974 1,546,671
Accounts and other Payable 3,760,445 870,122
Cheques & Drafts Issued 549,740 438,165
Treasury Spot deal payable - 138,692
Entries In Transit (Local) 741,867 -
Withholding tax 1,999,341 1,267,206
Other Islamic financing *60,510,907 297,180
CM supplier payable-Corporate 10,000 -
Miscellaneous Suspense (Liability) 239,203 17,146
71,017,921 8,417,846
2024 2023
TZS’000 TZS’000
. Current 316,238 96,780

Non-Current

Total deposit

1,952,354,388

1,731,815,922

1,952,670,626

1,731,912,702

*The balance in the other Islamic financing is highly contributed by recognition of SHIPCO financing
contract for purchasing two passenger boat for USD 27 million (TZS 66,169 million) of which USD 2.5
million paid in December 2024 and remained amount were USD 24.50 million equivalent to TZS 60,042
million which is payable to supplier on instalment basis.
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THE PEOPLE’S BANK OF ZANZIBAR LIMITED (PBZ)
FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2024

NOTES (CONTINUED)

22 LEASE LIABILITIES

At start of the year

Additions

Finance cost

Payment during the year-Principal
Adjustment during the year

At the end of year

23 DEBT SECURITIES AT AMORTIZED COST

11.40%, 7 years Corporate Bond to ZSSF
12%, 7 years Corporate Bond to ZSSF
Accrued interest on bond

24 BORROWING

Balance 1 January

Loans received during the year
Loan repaid during the year
Accrued interest on borrowing

2024 2023
125’000 125000
8,081,710 8,047,117
1,765,715 1,881,951
751,830 550,808
(2,826,375) (2,398,166)
(45,985) -
7,726,895 8,081,710
10,000,000 10,000,000
10,000,000 10,000,000
418,171 418,171
20,418,171 20,418,171
90,139,938 153,108,903
414,793,079 -
(303,401,222)  (63,479,975)
1,794,866 511,010
203,326,661 90,139,938
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THE PEOPLE’S BANK OF ZANZIBAR LIMITED (PBZ)
FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2024
NOTES (CONTINUED)

25 DEFERRED TAX ASSET

As at beginning
(Charge)/release for the year

Deferred tax asset at year end

2024 2023
TZS°000 TZS°000
(10,249,548) (9,860,850)
639,802 (388,698)
(9,609,746) (10,249,548)

Deferred income tax is calculated on all temporary differences under the liability method using
a principal tax rate of 30%. The movement on the deferred income tax account is as follows:

Current Prior

1 Jan 2024 year years 31 Dec 2024
Deferred tax assets
Property, Plant and Equipment 296,744 (278,851) - 17,893
Provision for loan impairment (2,736,928) (450,972) - (3,187,900)
Other Provision (4,340,484) (99,221) - (4,439,705)
Other temporary difference (23,378) (678,600) - (701,978)
Regulatory Reserves (3,445,503) 2,147,447 - (1,298,056)
Deferred tax Asset (10,249,549) 639,803 (9,609,746)

Prior
1t Jan 2023  Current year years 31st Dec 2023

Deferred tax assets
Property, Plant and
Equipment 465,902 (169,158) - 296,744
Provision for loan
impairment (3,327,023) 590,095 - (2,736,928)
Other Provision (4,749,920) 409,436 - (4,340,484)
Other temporary
difference (1,204,544) 1,181,166 - (23,378)
Regulatory Reserves (1,045,266) (2,400,237) - (3,445,503)
Deferred tax Asset (9,860,850) (388,698) - (10,249,548)
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26 SHARE CAPITAL

27

Authorised share capital
600,000,000 Ordinary Share of TZS 100 each

Issued and fully paid-up share capital
310,000,000 Ordinary Shares TZS 100 each

GOVERNMENT GRANT

ChakeChake building

Forodhani Building

Motor Trade building (Malindi)
Wete Hotel Building (Wete Pemba)
Makunduchi Building

Kiembe samaki (Mazizini) Land
Makunduchi Land

Sub total

Amortization as at 1January 2024
Amortization during the year

Sub total

Carrying amount

2024 2023
TZS°000 TZS’000
60,000,000 60,000,000
31,000,000 31,000,000
2024 2023
TZS’000 TZS’000
340,160 340,160
139,160 139,160
2,160,000 2,160,000
158,400 158,400
206,689 206,689
396,000 396,000
21,225 21,225
3,421,634 3,421,634
(145,933) (128,471)
(17,462) (17,462)
(163,395) (145,933)
3,258,239 3,275,701

Government grant represents asset assisted by the Revolutionary Government of Zanzibar.
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28 REGULATORY RISK RESERVE

Provision for non-performing assets is computed using both IFRS 9 (ECL) approach and BOT
regulatory approach. ECL provision is charged to the profit or loss. Where the ECL provision
is less than BOT provision, then the excess over ECL provision is taken to a non-distributable
reserve known as Regulatory Risk Reserve. During the period under review the provisions
using both approaches were as follows:

2024 2023
TZS’000 TZS’000
Opening balance of reserve 11,485,009 3,484,219
(Decrease) / Increased of reserve in the year (7,158,156) 9,212,103
4,326,853 11,485,009
Analyzed as:

Provision per BOT regulations 14,953,186 20,608,102
ECL Provision (10,626,333) (9,123,093)

Excess over ECL provision impact to
Regulatory risk reserve 4,326,853 11,485,009

The Regulatory Risk Reserve is not part of the Bank’s core capital.

29 RETAINED EARNINGS

2024 2023

TZS’000 TZS’000

Opening balance of reserve 144,111,296 107,236,086
(Decrease) / Increased of reserve in the year 69,838,989 43,461,192
Release to Retained earnings (7,000,000) (6,585,982)
206,950,285 144,111,296

30 OTHER RESERVES

Other reserves comprise of
the following:

Fixed assets revaluation reserve 700,015 877,442
Fair value reserve 1,452,497

1,205,909

2,152,512

2,083,351
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30 OTHER RESERVES (CONTINUED)

31

Fixed Assets Revaluation Reserve

The Bank maintains a Fixed Assets Revaluation Reserve to account for revaluation surpluses.
If an asset carrying amount increases because of revaluation, the increase is credited directly
to Fixed Asset Revaluation Reserve. However, the increase is recognized in profit or loss to
the extent that it reverses a revaluation decrease of the same asset previously recognized in
profit or loss. If an asset's carrying amount decreases because of revaluation, the decrease
is recognized in profit or loss. However, the decrease is debited directly to Fixed Assets
Revaluation Account to the extent of any credit balance existing in the revaluation surplus in
respect of that asset. The Fixed Assets Revaluation Reserve is not part of the Bank’s core
capital. The Bank opted revaluation model in measurement of building and motor vehicle

categories in the PPE.

Fixed assets Revaluation Reserve movement during the year is shown below:

Particulars
Opening balance

Revaluation surplus on derecognized assets

transferred to retained earnings

Closing balance

INTEREST AND SIMILAR INCOME

Interest on loan and advances:

Interest on commercial loan and overdrafts
Interest on personal Loan
Sub total

Interest on other Investment:

Income on Treasury Bills
Income on Treasury Bonds
Interest on Foreign Placements
Interest on Inter-Bank Lending
Sub total

Total

2024 2023
TZS°000 TZ5°000
877,442 1,054,868
(177,427) (177,426)
700,015 877,442
11,073,909 4,564,331
114,926,922 104,683,244
126,000,830 109,247,575
268,443 242,900
14,102,547 8,476,857
841,906 259,999
19,994,089 3,477,823
35,206,986 12,457,579

161,207,816 121,705,154
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32

33

INTEREST AND SIMILAR EXPENSES

Interest on deposit from customers:
Savings Deposits

Time Deposits — Local
Trust current account — Local

Interest on borrowing:

Interest on Corporate Bond
Interest on borrowings

Interest on leasing (IFRS 16)

Total interest expenses

FEES AND COMMISSION (NET)

Fees and commission income (Note 33.1)
Fees and commission expenses

33.1 Fees and commission income
Bank Commissions

Ledger Fees
Sales of Cheque Books
Loans application and authorization fees

2024 2023

TZS’000 TZS’000
3,504,445 3,124,864
16,606,391 8,342,513
2,402,983 1,369,028
22,513,818 12,836,405
2,340,000 2,340,000
18,950,900 5,461,606
21,290,900 7,801,606
751,830 550,808
44,556,549 21,188,819
25,080,325 19,045,215
(4,807,588) (3,790,511)
20,272,737 15,254,704
18,691,983 12,233,477
723,982 662,894
216,145 191,921
5,448,215 5,956,923
25,080,325 19,045,215
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34 INCOME FROM FINANCING AND INVESTMENT RECEIVABLE (NET)
Income from Islamic Financing (Note 34.1) 18,086,004 11,987,054
Cost of Fund Islamic Deposits (6,494,930) (1,460,211)
11,591,074 10,526,843
2024 2023
TZS’000 TZS’000
Personal Murabaha 8,602,890 8,418,157
Commercial Murabaha 2,228,834 1,230,072
Educational (Personal) 19,505 21,393
Salam Income/loss individuals 4,961 =
ljarah Personal (Old) 52,243 78,477
Profit Revd Tawarruq . 5,211,930 1,104,801
Profit income received intebank lending 1,075,890 518,870
Profit received from SUKUK 889,751 615,285
18,086,004 11,987,055
35 FOREIGN CURRENCY EXCHANGE INCOME
Foreign exchange gain 8,717,259 6,656,340
Revaluation loss (2,615,144) (435,871)
6,102,115 6,220,469
36 OTHER OPERATING INCOME
Sundry Income 543,468 390,179
Dividend Income (Equity Investment) 136,052 79,414
Gain/Loss on disposal of fixed assets (84,349) 2,996
Recovery from Charged off Debtors 1,581,552 586,585
Amortization of Grants 17,462 17,462
2,194,186 1,076,636

Note: Item of sundry income mostly comprised of realization of long term unclaimed (liability)

suspense accounts, over-the-counter withdrawal charge and disbursement fee.
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38

39

40

ASSETS WRITTEN OFF

Loan and advance

Total

PERSONNEL EXPENSES

Salaries and Allowances to staff

Pension Contribution (14%)

Skills and Development Levy

Training Expenses

Staff Housing Allowances

ZHSF-Zanzibar Health service Fund

Staff Uniform

Long-term Service Award

Employees Vacation Leave

Employees Medical Care (Medical Insurance)

Total

GENERAL AND ADMINISTRATION EXPENSES

Fax Internet and swift expenses

Fuel Expenses

Marketing and Advertisement Expenses
Sponsor Expenses

Depreciation (PPE, LHP and ROU asset)
Amortization of Intangible Assets
Travelling Expenses and Allowance
Repair and maintenance

Audit fees

Board Directors fees & allowances
Insurance expense

Security expenses

Other Administrative expenses

Total

2024 2023
TZS'000 TZS’000

- (10,149)

- (10,149)
16,832,298 16,976,561
1,392,656 1,327,400
693,843 689,266
856,676 712,239
900,856 -
594,515 .
408,857 207,736
23,462 53,327
47,120 49,100
544,453 1,140,388
22,294,737 21,156,016
1,156,899 1,162,929
1,585,498 1,466,889
2,552,331 2,568,906
1,998,864 1,552,418
5447144  5152,765
778,582 749,612
1,318,346 1,121,835
4,359,308 2,976,221
362,468 342,652
616,048 513,160
1,177,936 959,120
1,951,544 1,654,833
1,603,682 1,530,002
24,908,650 21,751,342
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a4

42

OTHER OPERATING EXPENSES

Sundry expenses (Note 41.1)

Office expenses

Currency Transportation Expenses
Contribution to Deposits Insurance Fund
Stationeries expenses

Total

41.1 Sundry Expenses

Gratuity expense

Loan Insurance cover

Cheques Printing Expense

Incidental Expenses

Agent Commission Expenses

ATM Card/PIN Mailer Printing (Instant Issuing)
Other Expenses

INCOME TAX EXPENSE

Current tax charge for the current year
Current tax charges for prior year
Deferred tax asset for the year (note 25)

Income Tax Expense for the year

9,216,040 7,566,159
1,890,440 1,690,499
73,947 76,788
2,073,026 1,381,994
705,284 792,749
13,958,737 11,508,189
2024 2023
TZS’000 TZS’000
34,859 59,981
2,332,383 3,134,405
102,702 115,988
3,771,144 1,152,834
789,124 675,973
395,221 831,104
1,790,606 1,597,874
9,216,040 7,566,159
2024 2023
TZS'000 TZS’000
28,659,416 23,166,651
283,287 -
639,803 (388,698)
29,582,506 22,777,952

The tax in the Bank’s profit before income tax differs from the theoretical amount that would

arise using the statutory tax rate as follows:

Accounting profit before income tax

Tax calculated on statutory income tax rate of 30%

Current tax charges for prior year
Tax effect of:
Permanent differences

Income Tax Expense

92,085,911
27,625,773
283,287
1,673,445

29,582,506

74,062,508
22,218,752

559,200

22,777,952
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43 CORPORATE TAX PAYABLE

2024 2023

TZS’000 TZS’000

Tax payable brought forward 707,521 864,895

Tax paid for the year 2024 (707,521) (824,024)

Current tax charge for the year 2024 28,659,416 23,166,650
Tax paid for the year 2024 (26,400,000) (22,500,000)

Tax Payable at the end of the Year 2,259,416 707,521

RELATE CASH AND CASH EQUIVALENTS

2024 2023

TZS’000 TZS’°000

Local and foreign currencies (11) 40,762,383 71,077,690

Current account with BOT (Note 11) 37,305,921 489,566,398

Placements with Other Banks (Note 12) 760,083,339 188,830,909

Cheques & Items for Clearing 445,313 615,087

Mobile money balance 3,175,546 3,689,705

Cash and cash equivalents 841,772,501 753,779,789

154



THE PEOPLE’S BANK OF ZANZIBAR LIMITED (PBZ)
FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2024
NOTES (CONTINUED)

45 RELATED PARTY DISCLOSURES

Parties are related if one party could control the other party or exercise significant influence
over the other party in making financial and operating decisions. The bank is controlled by the
revolutionary government of Zanzibar, which owns 100% of ordinary shares. All transactions

with the Government Ministries and Government owned

institutions are considered

transactions with related parties. Several banking transactions were entered with related
parties in the normal course of business. These included loans, deposits and foreign currency
transactions. The volume of related party transactions, outstanding amounts and related

expense and income for the period ended 31st December 2024 were as follows:

Zanzibar Government and its institutions deposits, loans and other transactions.

2024 2023
TZS’000 TZS’000
Deposits:
Local currency deposits 349,382,918 177,664,808
Foreign currency deposits 586,032,279 246,010,908
935,415,197 423,675,716
Loan and advances
Local currency overdraft 140,851,970 28,151,368
140,851,970 28,151,368
Interest
Interest on loans earned by the Bank 4,298,846 3,756,407
Interest paid by the bank 8,340,465 -
12,639,311 3,756,407
Other transactions:
Rent paid to Shirika la Nyumba 10,800 -
Rent paid to Zanzibar Social Security Fund (ZSSF) 240,038 21,591
Rent paid to ZRA 37,156 -
Rent paid to Zanzibar Airport Association (ZAA) 53,357 -
Rent paid to Zanzibar Insurance Corporation (ZIC) 230,497 188,832
571,848 210,423

A list of members of the Board of Directors is shown on note 6. For the period ended 31st December
2024, the director’s fee paid TZS 24.9 million (2023: TZS. 19 million). :

Key Management Personnel Benefits

For the period ended 31st December 2024 key management personnel as indicated in page 13 above,
were advantaged for short term benefit of TZS 1,437 million (2023: TZS 1,454 million)
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46 CONTINGENT LIABILITIES AND COMMITMENTS

2024 2023

TZS’000 TZS’000

Local and foreign guarantees 7,774,437 12,418,095
Letter of credit 70,444,921 858,681
Undrawn unexpired overdraft facilities 898,048 1,439,771
Total 79,117,406 14,716,547

As at 31st December 2024 the Cheque and items for clearing is TZS 445 million as compared

47 CHEQUES AND ITEMS FOR CLEARING
to TZS 615 million for the ended December 2023.
48 CAPITAL ADEQUACY

The Bank monitors the adequacy of its capital using ratios established by the Bank of Tanzania.
These ratios measure capital adequacy by comparing the Bank’s eligible capital with its
balance sheet assets, off-balance sheet commitments and market and other risk positions at a
weighted amount to reflect their relative risk. The Bank maintains an actively managed capital
base to cover risks inherent in the business and is meeting the capital adequacy requirements
as per BOT supervision. The adequacy of the Bank’s capital is monitored using, among other
measures, the rules and ratios established by the Basel Committee on Banking Supervision
(BIS rules/ratios) and adopted by the BOT. The Bank has complied in full with all its externally
imposed capital requirements over the reported period.

Capital management

The Bank’s objectives when managing capital, which is a broader concept than the ‘equity’ on
the face of statement of financial positions, are:

+ To comply with the capital requirements set by the Bank of Tanzania (BoT);

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

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

Capital adequacy and the use of regulatory capital are monitored daily by the Bank's
management, employing techniques based on the guidelines developed by the Basel
Committee, as implemented by the Bank of Tanzania (BoT), for supervisory purposes. The
required information is filed with the BoT on a quarterly basis.
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48 CAPITAL ADEQUACY (CONTINUED)

Capital management (continued)

The Bank of Tanzania requires each Bank to:

a)
b)

c)

Hold a minimum level of core capital of TZS 15 billion.

Maintain a ratio of core capital to the risk-weighted assets plus risk-weighted off-
balance sheet assets or above the required minimum of 10%; and

Maintain total capital of not less than 12% of risk-weighted assets plus risk-weighted
off-balance sheet items.

Maintain a capital conservation buffer of 2.5% of risk-weighted assets and off-balance sheet
~ exposures from August 2018. The capital conservation buffer is made up of items that qualify
as tier 1 capital.

When the Bank is holding capital conservation buffer of less than 2.5% of risk-weighted assets
and off-balance sheet exposures but is meeting its minimum capital requirements that Bank:

Shall not be distribute dividends to shareholders or bonuses to senior management
and other staff members until the buffer is restored to at least 2.5%.

Shall submit a capital restoration plan to Bank of Tanzania within a period specified by
BoT, indicating how the Bank is going to raise capital to meet its minimum requirement
including capital conservation buffer within a specified period of time; and

If BoT does not approve the capital restoration plan, it may direct the Bank to raise
additional capital within a specified time period in order to restore its capital
conservation buffer.

The Bank’s regulatory capital as managed by its Finance Department is divided into two tiers:

Tier 1 capital: means permanent shareholders’ equity in the form of issued and fully
paid ordinary shares, and perpetual non-cumulative preference shares, capital grants
and disclosed reserves less year to date losses, goodwill organization, pre-operating
expenses, prepaid expenses, deferred charges, leasehold rights and any other
intangible assets.

Tier 2 capital: means general provisions, which are held against future, presently
unidentified losses and are freely available to meet losses, which subsequently
materialize, subordinated debts, cumulative redeemable preferred stocks and any
other form of capital as may be determined and announced from time to time by the
Bank.

The risk-weighted assets are measured by means of a hierarchy of five risk weights classified
according to the nature and reflecting an estimate of credit, market and other risks associated
with each asset and counterparty, considering any eligible collateral or guarantees. A similar
treatment is adopted for off-balance sheet exposure, with some adjustments to reflect the more
contingent nature of the potential losses.
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48 CAPITAL ADEQUACY (CONTINUED)

49

Capital management (continued)

The table below summarizes the composition of regulatory capital and the ratios of the Bank for
the year ended 31 December 2024 and year ended 31 December 2023.

Tier 1 capital

Share capital

Retained earnings

Qualify year to date profit
Capital grant

Less: Prepaid expenses

Less Deferred tax assets

Total qualifying Tier 1 capital (A)

Tier 2 capital

Subordinated debt

Maximum Tier 2 capital allowed (2% of Risk Weighted assets
-(c)®©

Total regulatory capital (D) = [(A) + Lower of (B) or (C)]
Risk-weighted assets

On-balance sheet(@
Off-balance sheet

Market risk

Operational risk®)

Total risk-weighted assets (E)

Tier 1 capital
Tier 1 + Tier 2 capital

EVENT AFTER REPORTING PERIOD

2024
TZS’ 000

31,000,000
144,446,879
62,503,405
3,258,239
(2,324,366)
(9,609,746)
229,274,411

14,000,000

14,000,000

243,274,411

853,813,772
14,714,797
84,901,495

953,430,064

Bank’s
(%)
24.05
25.52

2023
TZS’ 000

31,000,000
92,826,741
51,284,555
3,275,701
(1,532,115)
(10,249,548)

166,605,334

16,000,000

16,000,000

182,605,334

653,508,104
8,306,347
67,368,647

729,183,098

Bank’s
(%)
22.85
25.04

There was no event after reporting period which required adjustment or disclosure in the Bank

financial statements.
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