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Letter of Transmittal

The Chairman

Board of Governors

Eastern and Southern African
Trade and Development Bank

Dear Mr. Chairman,

In accordance with Article 35 (2) of the Bank’s Charter, | have the honour, on behalf of the Board of Directors, to submit here-

with the Annual Report of the Bank for the period 1 January to 31 December 2012.

The report covers the year’s activities and audited financial statements as well as the administrative budget for the period 1

January to 31 December 2013.

Mr. Chairman, please accept the assurances of my highest consideration.

SULLEIMAN KAMOLLEH

Chairman of the Board of Directors
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OPERATIONS

The Chairman’s
Statement

SULLEMAN KAMOLLEH

Chairman, Board of Directors

Unlike in the Eurozone and in most other developed regions, 2012 was
marked with continued and heightened optimism in Africa’s growth
and development prospects. During the year, the region continued
to register strong economic growth, maintaining the positive trend of
recent years. Among the best performers in the region were Ethiopia,
Uganda, Rwanda and the Congo which grew at rates of between 6
and 9 percent, with the rest of the continent growing at an average
of 5.5 percent. Although the region was not immune to economic
challenges, it proved resilient and several of its economies featured
among the top ten best GDP growth performers globally.

More >>
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For the Bank, the year under review was exceptional. The
Bank registered record levels of growth and profitability,
several times the rate of the region. Our assets grew by an
impressive 35% and net profits grew, even more, by 50% to
reach US$ 51.23 million, which raised the return on capital
by an all-time high of 14.9%, with non-performing loans
remaining steady. Importantly, the escalation in growth was
guided and involved increased financing in economies where
the Bank has relatively lower exposure.

The attainment of these results was achieved despite
competitive pressures, a low interest rate environment, and
notably, a leadership transition in the Bank. It was in 2012
that Mr. Admassu Tadesse took over as the new President
and Chief Executive, following an open, competitive and
transparent recruitment process in 2011. On behalf of the
Board, | would like to salute Mr. Tadesse for steering the
Bank smoothly through the transition, and leading the
Bank through exceptional performance in 2012. | would
also like to convey, once again, the Board's appreciation
to Dr Michael Gondwe, the former President of the
Bank, for his 25 years of dedicated service and well-
deserved appointment as Governor of the Bank
of Zambia.

The approval by the Board of Governors of a
new 5 year Corporate Plan covering the period
2013-2017 was yet another important milestone.

The Plan, which was approved in December, 2012, aims
to reposition the Bank as the leading and preferred
development finance institution of the wider Eastern,
Central and Southern African region, in alignment with the
Tripartite Agreement between COMESA, SADC and EAC.
The Plan sets out a road map to transform the Bank from a
mid-sized regional development financial institution into a
prominent and respected trans-regional financial institution
that is world-class in its governance and operations, and
with credit ratings stronger than present. The Plan has
several strategic thrusts, notably growth and innovation in
financial and non-financial services, portfolio diversification,
new business initiatives and institutional strengthening in
terms of core capital and geographic coverage. The planning
process was underpinned by various reforms that have
resulted in the introduction of enhancements in the
areas of corporate governance, risk management and
human resource management.

During the year, Member States continued to support
the Bank by discharging their General Capital
Increase (GCl) obligations as approved by Board
of Governors at the 2007 Annual Meeting held in
Mauritius. The GCl decision obligated Members
to discharge their GCl obligations over a five-year

Admassu Tadesse received the African Business Leader of the

Year award from the Corporate Council on Africa
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period 2009 to 2013 and | am pleased to report that many
Members have paid up on time. Notably, several countries
with multi-year capital arrears resumed making payments
after a long hiatus. These include Tanzania, Uganda, Sudan
and Djibouti; commendably, the latter two countries
extinguished all their arrears, fully regularizing their capital
subscriptions account. | extend the Board’s appreciation to
all Member States who have paid their dues in time and call
upon those with remaining obligations to discharge them in
2013 in line with the Board of Governors’ decision.

In recognition of the Bank’s performance, reforms and
leadership, it was gratifying to witness the Bank being
honoured during the year. The Bank was awarded the Best
Trade Finance Bank of the Year by Global Trade Review. In
December, the Bank’s President was recognized as the 2012
African Business Leader of the Year by the US Corporate
Council on Africa in Washington DC, along with three
other prominent African business leaders in the continent.
Earlier in October, African Investor Magazine also named Mr.
Tadesse the Future Leader of the Year on the sidelines of the
World Bank/IMF Annual meetings in Tokyo in October, 2012.
I heartily congratulate the leadership and management of the
Bank on the attainment of these awards, which reflect the
growing respect and confidence in our institution.

As the Bank continues on its journey to becoming a world
class institution, the Board of Directors will continue to
support the modernization and capacitation of the Bank,
both in terms of its capital and organizational development.
The introduction of class B shares is one such measure and,
in addition to financial strengthening, is aimed at growing
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the Bank’s membership and partnerships. The class B shares
are expected to attract institutional members on account of
their simple structure devoid of callable capital obligations,
however, the shares are also available to existing shareholders
and provide an opportunity for increased investments in
return for enhanced financial as well as developmental
returns. The Bank will also be looking to attract quasi-equity
into its capital structure, in support of the Bank’s tier 1 capital
and callable capital.

In conclusion, | am pleased to underscore that 2012 has been
an outstanding year for the Bank, operationally, financially,
and strategically. My deep appreciation therefore goes to our
customers, partners and shareholders for their interest and
confidence in the Bank, and to the President, Management
and Staff of the Bank for their commitment and invaluable
contributions which made 2012 such as a resounding success.

We look forward to the continued engagement of all
stakeholders as we embark further on the transformation of
the Bank into a world class trade and development finance
institution that is better able to serve the growing financial
needs of the region.

SULLEMAN KAMOLLEH
Chairman, PTA Bank Board of Directors
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President’s
Report

ADMASSU TADESSE
President & CEO

STRATEGIC OVERVIEW

The year 2012 was a momentous one.

It commenced with a leadership transition and the honour of my
being sworn-in as the 4th President of the Bank, to succeed Dr. Michael
Gondwe, who retired from the Bank after 25 years of successful
leadership and dedicated service. | salute the Board of Governors, my
predecessor, the Board of Directors and the Management and Staff of
the Bank for their support during the smooth transition.

More >>
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AFRICA
LEADERS
IN TRADE

BEST TRADE
FINANCE BANK
IN ZAMBIA

AFRICA
LEADERS
IN TRADE

BEST TRADE
FINANCE BANK
IN ZIMBABWE

PTA Bank was presented two awards for the best local Trade Finance bank in Zambia and best local Trade Finance bank in Zimbabwe for 2012 by
Global Trade Review (GTR), at their 7th Annual Africa Trade & Export Finance Conference, held in Cape Town, South Africa on 6th March, 2013. The
Trade Finance Department was rewarded for its outstanding achievement in Africa’s Financial Sector.
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The year concluded with the Bank recording all-time highs
in its operations and financial performance, with the balance
sheet expanding annually by 35%, non-performing loans
holding steady at the 5% level, and net profits rising to
USD 51 million, 50% higher than in 2011, lifting our return
on equity to 149% (2011: 12.3%). Our performance was
recognized at the 7th Annual Africa Trade & Export Finance
Conference held in Cape Town in March, 2013 when the Bank
was awarded the best local trade finance bank in Zambia
and Zimbabwe for 2012 by Global Trade Review, a leading
international trade finance magazine. The Bank also received
other awards for excellence at major forums in Tokyo and
Washington DC during the year.

The Bank’s strong performance is attributable to several
factors, notably, a strong business drive with focused
origination, innovation and marketing efforts, at the
operational and strategic level. Importantly, this took place
in a conducive external and internal environment. Execution
was enabled by key support functions, such as treasury, legal,
and risk management, among others.

Income diversification thrusts also contributed to the Bank’s
overall profitability and improved risk management, along
with effective cost management. We got traction in growing
the Bank’s lending into hitherto underserved markets and
explored opportunities in new markets. We also stepped
up the Bank’s interventions in support of infrastructure
development and strengthened our capacity to lead and
execute loan syndications. The Bank’s funds management
initiative got off to a good start as the Bank was granted
the mandate to advance and champion the COMESA
Infrastructure Fund as a joint venture partner and co-investor
alongside Member States and institutional investors.

These are indeed very exciting times for the region and
PTA Bank. The region has been growing well for a full
decade now, and the pre-crisis growth levels returned in
2012, with continued expansion in investment, internal
demand, infrastructure development and trade, which have
maintained a favourable business environment for the Bank'’s
financing operations.

The year under review also marked the conclusion of the
2008-2012 Corporate Plan and the emergence of a new five
year plan for the period ahead. The new plan was prepared
through a rigorous and interactive process of review, analysis,
benchmarking, strategic thinking and workshops, involving
management and staff, external consultants, the Board
of Directors and consultations with various stakeholders,
notably the Members of the Board of Governors of the Bank
and strategic partner institutions. | am grateful to all role
players for their active engagement and contributions.

The new 2013-2017 Corporate Plan, which was adopted

unanimously by the Board of Governors on 20th December
2012, builds on the successes of the past five years, and aims to
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propel the Bank to new heights through the implementation
of a number of business and corporate initiatives notably, the
expansion of the capital, shareholder and partnership base,
and deepening of the Bank’s operations. The new plan also
led to reforms of the Charter of the Bank, which re-positions
the Bank as the specialized trade and development finance
institution potentially covering all of eastern and southern
Africa, an area known as the Grand Free Trade Area of the
Tripartite, the new partnership between COMESA, SADC
and the EAC, which is inclusive of IGAD, the IOC and large
parts of central Africa.

On the resource mobilization front, we initiated new
partnerships with development finance partners and pension
funds in South Africa, France, Germany and Luxembourg and
diversified the Bank’s funding base with the successful launch
of a debut US$ 150 million syndicated loan, which was over-
subscribed by 12 different commercial banks. The syndicated
loan involved 5 commercial banks from the region notably,
South Africa, Mauritius, Egypt, Ghana and Nigeria. Also, new
relationships were formed with Banks in the Gulf and the far-
east (China and Japan) which extended credit to the Bank
for the first time.

On stakeholder management, in particular shareholders, we
deepened our relationships with several Member States in
active follow up of implementation of the General Capital
Increase. We succeeded in convincing several Member States
to resume payments for capital subscriptions, after several
years of suspended payments. Five Member States resumed
payments and three extinguished arrears dating back several
years, in one case, dating back over a decade. We also began
exploring ways in which Members could exploit the new
investment opportunity created with the revised Charter,
that is the new Class B shares.

In the years to come, the Bank plans toimplement the five-year
Corporate Plan with a focus on business and capital growth
alongside diversification, innovation, membership expansion,
expanded partnerships, institutional modernization and
organizational development. We intend to keep the Bank
at the forefront of mobilizing and intermediating capital to
promote and finance trade transactions and projects that
advance regional economic integration and the development
of the economies and enterprises of the region.

OPERATIONS

Project and Infrastructure Finance

In 2012, we intensified our origination and marketing efforts
directed at increasing the Bank’s foothold in the growth
sectors of our Member States’ economies. Our main sectors
of intervention included agribusiness, energy, transport and
logistics, banking and financial services, hospitality, real estate,
health services, and manufacturing and heavy industries.
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We held business promotion workshops in a number of
Member States to sensitize the business community on
the Bank’s product offering. We pursued repeat business
opportunities from our existing clients and participated in
syndications and co-financing arrangements. In pursuing our
business development agenda, diversification of the Bank’s
portfolio remained an important consideration.

In 2012, we attained record approvals of USD 297.28 million
for twenty two projects spread out in nine Member States,
exceeding the USD 210 million budget for the year by a 42%
margin. The 2012 approvals were 48% higher than the 2011
approvals of USD 200.30 million.

During the year, we committed projects amounting to
USD 169.16 million, 85% of the annual target of USD 200
million. Disbursements for projects and infrastructure loans
amounted to USD 160.5 million, which compares favorably
with the annual budget of USD 175.20 million and the USD
176.06 million disbursed in 2011. The 2011 disbursements
included an exceptionally large disbursement to a regional
airline to finance the acquisition of aircraft.

TRADE FINANCE

Under our trade finance window, we laid the foundation for
sustained growth by implementing a number of business
initiatives. These include diversification into underserved
markets, promotion of intra-regional trade through the
Export Development Fund, reduction of transaction costs
through the regional value chain and trade guarantee
program and the use of factoring and forfaiting instruments.

Under the trade finance diversification agenda, we signed new
facilities with borrowers in Malawi and Sudan in addition to
renewing existing facilities with borrowers in other markets.
We extended our business development efforts in markets
such as the Democratic Republic of Congo, Djibouti, Sudan,
Ethiopia and Egypt and expect to transact new business
in the coming year. Our focus going forward is to exploit
emerging trade opportunities among the COMESA, SADC
and EAC Member States.

We registered a robust 36% growth in trade finance volumes
from USD 2.46 billion in 2011 to USD 3.4 billion in 2012.
Direct trade finance disbursements amounted to USD
1.50 billion compared to the USD 1.18 billion recorded in
2011 while letters of credit amounted to USD 1.70 billion
compared to the USD 1.28 billion recorded in 2011. Strategic
import facilities and lines of credit to financial institutions
accounted for the bulk of the trade finance volumes.

RISK MANAGEMENT

In 2012, we implemented a number of measures aimed at
strengthening the Bank’s risk management capacity. We
upgraded the Compliance and Risk Management Unit into
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a fully-fledged department and put in motion the process of
establishing a Credit Risk Unit to strengthen that aspect of risk
management. We also continued with the implementation
of the Credit Risk Assessment System, a system aimed at
automating the assessment, monitoring and reporting of
credit risk.

RESOURCE MOBILISATION

Our key strategy on resource mobilization was the building
of new partnerships and diversification of the Bank’s funding
base. During the year, we signed partnership agreements
and memoranda of understanding with Agence Francaise
de Développement, the Public Investment Corporation of
South Africa, and the Industrial Development Corporation
of South Africa. We initiated relationships with a host of
other potential funding partners including BNDES of Brazil,
European Investment Bank and KfW of Germany.

We launched our debut USD 150 million, 2-year
syndicated loan and achieved satisfactory outcomes in
terms of oversubscription, pricing as well as the diversity
of participation. We also signed a USD 30 million, 7 year
facility with the African Agricultural Trade and Investment
Fund, a specialised German investment fund and concluded
negotiations with Industrial Development Corporation of
South Africa for a USD 30 million 8 year line of credit. We
diversified our Export Credit Agency (ECA) relationships by
forging a relationship with FINVERA, the Finish ECA and
succeeded in raising USS 24 million of long term funding
from a European Bank to finance the importation of a power
plant from Finland into Zambia.

We also grew the Bank’s risk participation and mitigation
capacity by signing Master Risk Participation Agreements
with new counterparties and enhancing existing capacity.
Through a strategic partnership with the African Trade
Insurance Agency, we managed to increase our credit
insurance cover from USD100 million to USD150 million
and initiated a process of augmenting the cover to USD 400
million.

INTERNATIONAL RATINGS

We secured an outlook review from “stable” to “positive”
by Fitch Ratings and secured favourable and stable ratings
from the other two agencies - Global Credit Ratings (GCR)
and Moody’s. The Bank’s long term international ratings
were upheld at BB-, BB+ and Ba1 by Fitch, GCR and Moody’s
respectively.

FINANCIAL MANAGEMENT

Portfolio growth impacted favourably on the Bank’s financial
performance. Total interest income grew by 43% from
USD 69.59 million in 2011 to USD 99.34 million. Increased
commodity prices coupled with new business opportunities



contributed to 22% growth in gross fee and commission
income from USD 36.28 million in 2011 to USD 44.09 million
in 2012. Net Fees and commission income, however, grew
by a modest 7% to USD 33.44 million from USD 31.22 million
in 2017 as a result of increased risk down-selling costs of USD
10.65 million (2011: USD 5.06 million). The risk down-selling
costs are incurred as part of the Bank’s strategy to mitigate
concentration and compliance risks.

Despite the significant growth in business volumes, the Bank’s
operating expenses were effectively controlled and increased
by a modest 2% to reach USD 12.33 million. The level of non-
performing loans, however increased to USD 71.62 million
from the USD 52.03 million reported in 2011 on account of
the deterioration of a significant exposure in Zimbabwe's
financial sector. Consequently, the Bank recorded a higher
impairment charge of USD 26.10 million compared to the
USD 17.97 million recorded in 2011. As at 31st December
2012, our cumulative impairment provisions amounted to
USD 4828 million thereby achieving a 67% coverage of the
gross non-performing loans exposure.

Despite the higher impairment charge, 2012's financial
performance was positively impacted by the improved loan
recoveries which saw the Bank record USD 4.76 million (2011:
USD 3.09 million) in recoveries of previously written off loans.

Overall, the Bank recorded a healthy 50% increase in Net
profits from USD 34.27 million in 2011 to USD 51.23 million
in 2012. As a result, we returned a Return on Equity (RoE) of
14.9% compared to 12.3% in 2011. With total assets growing
by 35% to reach USD 1.84 billion, the Bank recorded an
improved 2.78% Return on Assets (RoA) compared to the
2.50% RoA recorded in 2011.

HUMAN RESOURCE INITIATIVES

Given the robust growth momentum of recent years, the
human resource capacity of the Bank continued to expand
along with the growing demands on the Bank’s products and
services and growing financing capacity. Accordingly, various
vacancies were filled during 2012, across several business units
and support functions, notably, in the Legal Department
and the Compliance and Risk Management Unit, which was
upgraded into a fully-fledged department. In respect of the
latter, the position of Director for Risk Management was filled
through competitive interviews.

Also, as part of the corporate planning exercise, we carried
out an assessment of the human capital requirements of the
Bank, given the strong growth trajectory of the Bank in recent
years, and further growth projected in the years to come
with expansion in the Bank’s capital and shareholding base
and new initiatives within existing business lines and related
new lines of business. As part of the new corporate plan,
added capacity has been planned for our existing and new
business units to support our on-going growth, innovation

INTEGRATING & ADVANCING THE REGION'S ECONOMIES

—

and diversification. Accordingly, the organisational structure
evolved and was updated. Plans were laid for strengthening
and extending the Bank’s network of regional and satellite
offices, as well as upgrading the Bank’s existing headquarters
as well as regional offices.

During the year, the Bank also purchased office premises for
the development of a permanent regional office in Nairobi at
a cost of USD 4 million.

A review of the Bank’s compensation philosophy and
approach was also undertaken, and a policy framework was
adopted by the Board of Directors to introduce a results
and performance based compensation framework, involving
variable as well as guaranteed pay in relation to a recognition
and reward system that enables the Bank to attract and
retain talent as well as motivate the Bank’s human capital. In
the same vein, a study was undertaken on incentive schemes
among development finance institutions and related
comparators. A scheme for a recognition and reward regime
was deliberated upon by the Board of Directors, and adopted
for implementation in 2013 as part of the performance plan,
incentives and budget for the year. A specific salary and
benefits survey was also undertaken to create a competitive
salary range for the positions of Chief Financial Officer, Chief
Operating Officer and Treasurer.

With the view to entrenching the Bank’s high performance
culture, we invested considerably in streamlining our
performance management systems and reward structures.
We engaged consultants to benchmark the Bank’s
compensation system and to advise on the implementation
of a balanced scorecard system and the introduction of a
performance incentive system.

As in previous years, we continued to invest in our staff
through provision of appropriate training programs.

OTHER STRATEGIC INITIATIVES

During the year, we engaged a specialist on multilateral
treaties to review the Bank's Charter from the perspective
of company law, public international law and corporate
governance. The review was identified as one of the pillars of
enhanced growth, diversification and institutional expansion
strategy as outlined in the 2013-2017 Corporate Plan. At
its meeting held in December 2012 in Lusaka, Zambia, the
Board of Governors unanimously adopted the proposed
amendments to the Charter. The key amendments include
an increase of the authorized capital of the Bank, the splitting
of the capital stock into Class A and Class B shares, the
enlargement of the composition of the Board of Directors
to include independent directors, and the formation of
additional committees of the Board.

With technical and grant assistance from the African
Development Bank, we embarked on a process of identifying
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a Legal Consultant to undertake a review and revision of the
Bank’s lending instruments’ documentation. The review is
expected to result in stronger and efficiently structured legal
documentation for the Bank’s loan products.

In line with our decentralization strategy, we acquired
a property in Nairobi which, upon completion of its
development, will house the Bank’s regional office and
generate significant levels of investment income.

CONCLUSION

2012 was an important year for the Bank. It was the final
year for the 2008-2012 Corporate Plan period and also the
year of ushering in the new 2013-2017 Corporate Plan. More
importantly, it was a year of a leadership transition and the
beginnings of organizational transformation.

Inthisreport, | haveenumerated some of ouraccomplishments
which make 2012 one of the most successful periods
in the Bank’s history. Even though there are challenges, the
momentum of our performance and new initiatives give us
good reason to expect a bright future for the Bank.

I wish to take this opportunity to thank our customers and

business partners for their support during the year. | pay a
special tribute to the Board of Governors and the Board of
Directors for their wise counsel, commitment and support,
which were instrumental to the realization of our 2012 results
and the adoption of important reforms that will enable the
Bank to grow to greater heights and advance into a world
class African financial institution. My deep gratitude goes
to my Management Team and Staff of the Bank for their
commitment and enthusiasm in what has turned out to
have been a truly exciting year.

With plenty of optimism, | am looking forward to another
year of strong performance and institutional enhancements
as we pursue the Bank’s vision of advancing economic
development, integration and prosperity of the Eastern and
Southern African region.

ADMASSU TADESSE
President and CEO
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PTA Bank President Admassu Tadesse (right) receives an African
Investor award as the Up and Coming Future Leader of the Year 2012
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GOVERNANCE STATEMENT

The Board of Governors and Board of Directors recognize the
importance of good corporate governance and remain committed
to promoting best practice in this area. Our overriding aim is to
create and protect value to our shareholders and other stakeholders
through ethical, transparent and equitable business processes.The key
aspects of our approach to Corporate Governance are as follows:
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CORPORATE GOVERNANCE STANDARDS

As a supra-national institution, the Bank is not subject to the
supervisory authority of any local jurisdiction. Accordingly,
the corporate governance principles and standards adopted
by the Board have been developed with close reference
to guidelines adopted by other international multi-lateral
financial institutions as well as best practices recommended
from different parts of the world including Principles of
Corporate Governance in the Commonwealth, King Code of
Governance (1999) and codes of corporate governance best
practices developed by various regulatory authorities in the
Bank’s Member States.

To demonstrate its commitment to sound corporate
governance, the Bank signed a joint approach statement
on corporate governance alongside 30 international
development finance institutions in October, 2007.

GOVERNANCE STRUCTURE

The Bankis a supra-national legal entity established by Charter.
The Charter which is binding on all Members, sets out the
objectives, membership, capital structure and organisation of
the Bank and identifies the type of transactions the Bank may
engage in. It also sets out the immunities, exemptions and
privileges of the Bank. The Charter also contains provisions
with respect to the allocation of capital subscriptions.

The Bank has two policy organs namely the Board of
Governors and the Board of Directors.

BOARD OF GOVERNORS

All powers of the Bank are vested in the Board of Governors.
Each Member of the Bank appoints one Governor and one
alternate, with the alternate only voting in the absence of the
principal.

The Governor or the Alternate exercises voting powers on
behalf of the Member for which he or she is a nominee.
Each Governor is entitled to cast the number of votes of the
Member State or Member which appointed them and which
they represent and, except as otherwise expressly provided in
the Charter, all matters before the Board of Governors shall
be decided by a majority of the voting power presented at
the meeting.

The Board of Governors generally comprises Ministers of
Finance or Ministers of Economic Planning from Member
States as well as appointees of Members other than the
Member States.

The Board of Governors, which has delegated executive
powers to the Board, ordinarily meets once a year. Although
it has delegated executive powers to the Board of Directors,
certain specific powers, such as the increase or decrease of
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the Bank’s authorised capital, amendment of the Charter and
approval of the Bank’s audited accounts, are retained by the
Board of Governors.

BOARD OF DIRECTORS

The Board of Directors has responsibility for the strategic
direction and general conduct of the operations of the Bank
and, in this regard, exercises all the powers delegated to it by
the Board of Governors to discharge its responsibility. The
Bank’s Charter outlines specific roles and responsibilities for
the Board of Directors.

The Board currently consists of 8 Directors, of which 7 are
non-executive and one executive (The President). Of the 7
Non-Executive Directors, five represent groups of Member
States and have alternates, one represents African institutions,
and one represents Non-Regional Member Countries. This is
in line with the recently amended Charter of the Bank and
now also provides three board seats for independent Class B
shareholders and non-executive directors.

Every year, Board Members elect a director, on a rotational
basis, to chair the meetings. The Board meets once every
three months and, in addition to these scheduled meetings,
as often as the business of the Bank may require. The
meetings are held at the Bank’s headquarters or branch
locations or at any other location specified in the notice
convening the meeting.

Quorum for any board meeting is a majority of the total
number of directors representing not less than two-thirds of
the voting rights of the Bank. In 2011, all Board Meetings
satisfied this quorum criteria. To assist members of the Board
in the discharge of their responsibilities, the Bank has in place
Rules of Procedure to guide the conduct of meetings and a
Code of Conduct for Directors.

AUDIT COMMITTEE

To assist the Board of Directors in the performance of
their duties, an Audit Committee of the Board has been
established. This Committee operates under a clearly defined
mandate which spells out its responsibilities, scope, authority
and procedure for reporting to the Board. The Committee
serves in an advisory capacity to the Board and ensures that
the Bank’s assets are safeguarded, adequate internal controls
are in place and that material risks are effectively managed.

The Audit Committee has unlimited access to Bank
information, the advice and services of Management and may
seek independent professional advice on any matter within
its purview. External and Internal Auditors are invited to
the Committee’s meetings whenever necessary. In 2012, the
Bank’s internal audit function continued to be outsourced to
KPMG, Nairobi, which concluded 10 years of internal audit
services. In 2013, Deloitte, Nairobi, following a request for



proposals, was appointed to provide the outsourced internal
audit function for the Bank. Internal coordination capacity is
also being strengthened to enhance the synergy and linkages
between internal audit, risk management and compliance, in
line with best practice..

OTHER BOARD COMMITTEES

The Board of Directors may constitute or reconstitute any
standing or ad hoc committee. It was resolved in 2012 that
two new sub-committees would be formed: an Investment
and Credit Committee, and a Remuneration and Nominations
Committee.

Mr. Melaku Kifle

Mr. Moses K. Nawa

Mr. William Mlaki

Mr Elgaili Elbashir

Mr. Latanraj Ghoorah

Mr. Gao Dingxin

Mr. Alfred Helm

Mr Willard Manungo

Mr Rupert Simeon

Mr Ahmed Nos’hy (deceased October, 2012)

Mr. Tarek Fayed (appointed November, 2012)

Mr. S. Kamolleh

Mr. Lawrence Kiiza

Mr. Admassu Tadesse (Ex-Officio)
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Board Meetings

Statement on
Corporate Governance

THE PRESIDENT

According to the Bank’s Charter, the President shall be a
person of integrity and of the highest competence on matters
pertaining to the activities, management and administration
of the Bank. He/She shall preside over the affairs of the Bank,
serving as an executive Board Member, Chief Executive and
legal representative of the Bank, and conduct the business of
the Bank in line with the resolutions of the Board of Directors
and Board of Governors. The President is assisted in his or her
role by a Management Team.

The table below shows attendance by Board Members in
2012.

Audit Committee

Meetings
4/4 Non-member
4/4 Non-Member
4/4 Non-Member
3/4 Non-Member
3/4 Non-Member
4/4 4/4
4/4 3/3
4/4 1/1
4/4 1/1
3/3 Non-Member
1/1 Non-Member
4/4 3/3
2/4 Non-Member
3/3 3/3
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Economic
Environment

GLOBAL ECONOMIC OVERVIEW

Following the slow start of global real GDP growth in the first half of
2012, economic conditions picked up slightly in the third quarter of
2012 as global growth is estimated to have increased to about 3%. The
upswing in growth was largely from the emerging market economies
surprised within the third quarter as growth expanded more than earlier
projections. Furthermore, financial conditions stabilized somewhat while
capital flows to emerging markets continued to remain strong. With
these factors in play, global growth is estimated to have averaged 32% in
2012 compared to 3.9% in 2011.
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In the United States, the economy is estimated to have expanded,
unexpectedly, by an estimated 2.3% in 2012 compared to 1.8%
in 2011. The underlying drive was the recovery of the housing
market which saw residential fixed investment rising to 14.2%,
second quarter increase in defense spending and faster than
expected inventory accumulation by businesses. During the
second half of 2012, real GDP growth momentum picked up
with the third quarter growing by about 2.7% but declined again
in the final quarter of 2012 by 0.1%, making it the economy’s
weakest performance since the second quarter of 2009.

In the Eurozone, the path to recovery was very slow as growth
contracted quarter by quarter throughout 2012. After stagnating
in the first quarter of 2012, the zone started to contract in the
second quarter with GDP falling by 0.7% which was partly caused
by government budget cutting. Annually, the contraction s
estimated at 0.4% in 2012 compared to a moderate growth
of 1.4% in 2011. Despite disappointing growth, the European
Central Bank’s policy greatly diminished the risk of a break-up of
the zone. Progress was also made towards a banking union with
the policy mix shifting from sole focus to austerity measures
designed to foster growth. At the end of 2012, the near-term
outlook of the Eurozone seemed better than at the start of the
year.

In Asia and the Pacific region growth started strong in the first
quarter of 2012 but activity slowed markedly as the weaknesses
in the Eurozone adversely affected exports from the region.
Although real GDP growth averaged 5.5 % in the first half of
2012, which was well above the global average, it was the lowest
growth rate since the 2008 global financial crisis. China’s growth
which appeared to be slowing in the first half of 2012 rebounded
in the latter part of the year with industrial production rising
higher than expected at 9.2% in September.

Inthe Middle Eastand North Africaregion, political uncertainty
and unrest in several countries characterized a significant part of
2012. Regional GDP is estimated to have expanded by 3.8% in
2012 compared to growth of 24% in 2011. The expansion was
from the region’s oil exporting countries which are estimated
to have posted solid growth in 2012 partly due to Libya's better
than expected recovery while the non-oil exporting countries
are expected to have registered lackluster growth. Furthermore,
countries in the Gulf Cooperation Council are estimated to have
registered robust growth following expansionary fiscal policies
and accommodative monetary conditions.

In the Latin American and Caribbean region, GDP growth
declined to an estimated 3% in 2012 compared to 4.3% in 2011
with the growth rate of the region’s largest economy Brazil at
only 0.9% in 2012.

Sub-Saharan Africa (SSA) remained moderately shielded from

the negative factors constraining growth in developed countries
with a third of countries in the region growing by at least 6%.
The robust economic performance which is estimated to have
grown by 53% in 2012 compared to 52% in 2011 was mainly
anchored by the prudent macroeconomic policies and improved
fundamentals in most countries. Strong domestic demand
which accounts for 60% of GDP contributed significantly to
the region’s growth story supported by real income growth
and this is particularly evident in the increase of real per capita
incomes by an average of 2.3% annually. Consequently, in 2012,
approximately twenty one Sub Saharan African countries were
classified as middle-income economies compared to only nine
a decade ago. Furthermore, high commaodity prices, increased
export volumes (due to new capacity in the natural resource
sector particularly in Mozambique, Niger, and Sierra Leone) and
steady remittance flows supported growth in 2012.

Nonetheless, there was downward pressure on growth
throughout 2012 from both external forces such as the weaker
global economy and internal forces which included monetary
policy tightening in the east African countries of Kenya and
Uganda, lengthy labor disputes in South Africa, and political
unrest in Mali and Guinea Bissau.

As is the case throughout the region, economic activity
was varied across the regions. The three regional economic
communities that make up the Tripartite saw the EAC and
SADC maintaining the same growth of the previous year at
5.5% and 3.9% respectively in 2012. COMESA on the other hand
showed a slight decline from 5.7% in 2011 to 54% in 2012.

Monetary policy was fairly accommodative across most of SSA
with many central banks cutting policy rates in response to a
weaker global economy throughout most of 2012. This move
supported credit growth to the real economy assisting many
businesses. The most aggressive cuts were noted in Kenya and
Uganda although credit growth was constrained for the greater
part of 2012 due to lags in the transmission of monetary policy
and because interest rates though declining remained high.
Consequently, inflation rate (GDP weighted average) which
started the year at 9.9% fell to 7.7% in September 2012 as food
and fuel price inflation eased following a surge during 2011.
The easing price pressure in food inflation was as a result of an
improvement in weather conditions in the Sahel and the Horn
of Africa. The annual average inflation rate is expected to have
averaged 8% in 2012 compared to 10.1% in 2011. Bucking this
trend, however, was Nigeria and Malawi which registered rising
inflation rates following the upward adjustment in fuel prices at
the beginning of the year and the unsustainable exchange rate
regime in Nigeria and Malawi respectively.

The overall fiscal deficit across SSA is expected to have widened
t0 23% of GDP in 2012 compared to 1.5% of GDP in 2011 of
which non-oil exporting countries recording higher deficits
while the oil exporting countries recorded a slight narrowing of
the fiscal deficit supported by favourable world prices of fuel.
The widening of the fiscal deficit was largely due to a reduction
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in government revenue which declined to 264% of GDP in
2012 compared to 27.3% of GDP in the same period of 2011.
Government expenditure is projected to have declined very
marginally to stand at 26.5% of GDP and was not enough to
offset the fall in revenue during 2012.

Net private capital flows to the region increased to a record
high of USD 545 billion growing by 3.3% in 2012 following
continued high commodity prices and comparatively robust
growth prospects. The increase in net capital flows emanated
from increased foreign direct investment flows which increased
to USD 37.7 billion in 2012 from USD 35.7 billion in 2011. This
is despite the 6.6% drop in foreign direct investment flows to
developing countries in 2012. A large portion of the FDI was
directed towards the extractive industries sector which saw
several mines expanded and new ones built, while prospecting
yielded major gas discoveries along the east coast of Africa and
new commercially viable oil wells were drilled in West Africa
and East Africa and a number of countries across West, Central
and Southern Africa found new minerals. FDI continued to be
attracted to the region due to the high level of commaodity prices
in 2012 (albeit lower than 2011), the rich natural resources across
the region, and the relatively high rates of returns on investment
in sub-Saharan Africa.

The benefits of earlier investments in export development
and promotion are paying dividends for the SSA region as
exports performed strongly during the first seven months of
2012 growing by 4.5% compared to a global average of 3.6%.
Furthermore, the growth in trade with emerging Asia helped
buffer export growth. Agricultural commodities continued
to dominate SSA exports and are estimated to have risen by
17.1% year on year during the first seven months of 2012. Oil
exports grew by 5% from increased output mainly from Angola,
offsetting the slight decline of output in Nigeria. Metal and other
industrial raw material producers (excluding South Africa), grew
by 139% year-on-year during the first seven months of 2012 as
a result of the coming on-stream of new mineral exports from
Sierra Leone, Mozambique and Niger.

Although downside risks to the global economy have lessened,
they will continue to persist throughout most of 2013. These
appear set to include prolonged stagnation in the Eurozone,
debt and fiscal issues in the United States, the possibility of
declining investment in China, and a disruption in global oil
supplies. Notwithstanding, the global outlook for 2013 is
positive with real GDP growth expected to increase gradually
to average 3.5% on an annual basis. Underlying this growth
projection is the moderate recovery of the US economy as
domestic consumption is expected to firm up, given a more
supportive financial market environment and the turnaround
of the housing market that will help improve household balance
sheets.

Emerging markets will play a significant role in contributing
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to real GDP growth with China, India and Brazil projected to
contribute around half of global economic growth in 2013.
Combined with developing economies, the two sub-regions
will continue to register robust growth compared to the rest
of the world at 55% in 2013. Underpinning this growth will
be the continued supportive policies that have spurred recent
acceleration economic activity in many economies. Be this as it
may, there will be downside risk associated with the weakness
in advanced economies which may put downward pressure on
commodity prices affecting external demand for the region’s
commodity exports.

Despite the strengthened EU-wide policy response to the
euro area crisis which reduced tail risks and improved financial
conditions for member countries, growth in the zone is
expected to contract by an estimated 0.2%. This is as a result
of delays in the transmission of the policy response as well as
the continued high uncertainty about the ultimate resolution
of the crisis. Within the single currency area, Spain and Italy will
continue to have recession during 2013, while the two largest
economies, Germany and France are expected to grow at 0.6%
and 0.3% respectively.

Robust real GDP growth will characterize Sub-Saharan Africa
in 2013 and is expected to average 5.3%. Behind this forecast
will be strong domestic demand and increased investment. In
particular, oil exporting countries such as Angola, Cameroon,
Chad, Equatorial Guinea and Ghana will benefit from rising
hydrocarbons output. Improved weather conditions will also
help sustain the robust growth in the sub-region while low
income countries will be further supported from stronger
policy frameworks, improving institutional capacity, and
sharply reduced external debt burdens. On a sub-regional basis,
COMESA and EAC are forecast to grow above Sub- Sahara
average expanding strongly at 5.9% and 6.1% while SADC will
expand below the average at 4.2%.

Following the increase in investment to over 22% of GDP in
2012 compared to 15.9% of GDP 2011, forecasts indicate that
this trend will continue into 2013. In particular and following
Zambia's successful debut in issuing a USD 750 million Eurobond
which was oversubscribed by 15 times, it is expected that more
countries in the region will consider tapping international capital
markets to help address the scarcity of infrastructure financing,
though the extent of this will depend on the prevailing
conditions in international capital markets.
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STATEMENT ON
CORPORATE PRESIDENT’S REPORT
GOVERNANCE

THE CHAIRMAN’S
STATEMENT

ECONOMIC

CIFERATIONS ENVIRONMENT

Operations

GLOBAL ECONOMIC OVERVIEW

In 2012, the region saw a return of the pre-crisis growth levels
marked by continued expansion in investment and infrastructure
development and trade. This has maintained a favorable business
environment for the Bank’s financing operations.

The Bank has strengthened both its new and existing partnerships
to advance its business initiatives and markets in Project and
Infrastructure Finance as well as Trade Finance activities. The Bank
registered exceptional performance in 2012 and further plans to
expand and diversify its operations in emerging opportunities within
the COMESA, SADC and EAC Member states.
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PROJECT AND INFRASTRUCTURE FINANCE
BUSINESS DEVELOPMENT

The year 2012 saw increased marketing efforts directed
at increasing the Bank’s foothold in the growth sectors of
the sub-region. Particularly, there was heightened focus
on agribusiness, real estate, energy, banking and financial
services, hospitality, transport and logistics, health services,
and manufacturing and heavy industries.

Business promotion workshops were mounted in Uganda
and Tanzania during the year to sensitize the business
communities on the Bank’s product offering. Emphasis on
repeat business from existing clients with good track records
also helped the Bank to further the demand for its financial
products during the year. Participation in syndications and
co-financing arrangements also brought in sizeable deals
during the year. Diversification of the loan portfolio remained
one of the important business development guidelines of
the Bank in 2012.

LOANS APPROVED

In 2012, the Bank approved a total of USD 297.28 million for
twenty two projects spread out in nine member countries.

In comparison to the performance in 2011 that stood
at USD 200.3 million, there was an increase of about 48%.
Further details of the Bank’s interventions in project and
infrastructure finance are given in the sections below.

APPROVALS BY SECTOR

The sectoral distribution of the approved projects is as
follows: Agri-business — US$49.5 million (17%); Banking
& Financial Services — US$13.38 million (4%); Education —
USS 8.4 million (3%); Health services — US$17million (6%);
Manufacturing & Heavy Industries — US$49.3 Million (16%);
Real Estate — US$49.7 million (17%) and Infrastructure —
US$110 million (37%). (Chart 1)

Chart 1- Approvals by Sector

APPROVALS BY COUNTRY

The geographical distribution of approved project finance
interventions for the year was spread in nine Member
Countries. The distribution is as follows: Burundi — USD
4.3 million (2%); Ethiopia — USD 10 million (3%); Kenya —
USD 75.08 million (25%); Rwanda — USD 10 million (3%);

Banking &
Financial
Services
4%

Education
3%

Health
Services
6%

Seychelles — USD 15 million (5%); Sudan — USD 41.1 million
(14%); Tanzania — USD 80 million (27%); Uganda — USD 7
million (2%); and Zimbabwe — USD 54.8 million (19%).
(Chart 2)
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Chart 2 - Approvals by Country

Burundi Ethiopia
2% 3%

At year end, the cumulative project finance approval was distributed by country as shown in Chart 3 below.

Chart 3 - Cumulative Project Approvals by Country

The overall distribution of the Bank’s intervention reflects the opportunities available from time to time in each Member State.
The Bank, however, strives to diversify its intervention across its Member States and across various sectors so as to spread its
investments and mitigate concentration risk.
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PROJECT COMMITMENTS

A significant milestone in project finance is commitments
and disbursement. In 2012, the value of projects committed
amounted to USD 169.16 million being 85% of the annual
target of USD 200 million.

PROJECT DISBURSEMENTS

In 2012, project and infrastructure disbursements amounted
to USD 160.48 million which compares favorably with the
annual budget of USD180 million and the USD 176.06
million disbursed in 2011. The 2011 disbursements included
an exceptionally large disbursement to a regional airline to
finance the acquisition of aircraft. (Chart 4)

The chart below shows the annual growth of disbursements
in the last five years.

PROFILES OF PROJECTS APPROVED
The Bank approved the following projects in 2012:

Microking Savings & Credit Co. Private Limited -
Zimbabwe

MicroKing Savings & Credit Company (Private) Limited is a

Zimbabwean registered microfinance institution. The Bank’s
facility of USD 3 million was granted as part of a senior
unsecured co-financed term loan of USD 8 million with the
balance of USD 5 million being financed by FMO, the Dutch
Development Company. The facility is for on- lending to
eligible micro, small and medium size enterprises that have
limited access to finance.

Abacus Parenteral Drugs Limited — Uganda

Abacus Parenteral Drugs Limited is an existing client. The
Board had previously approved facilities amounting to
USD 16.1 million for the establishment and expansion of a
pharmaceuticals manufacturing facility at Mukono, Uganda.
An additional facility of USD 7 million was approved in 2012
to finance the expansion of the parenterals line.

Nairobi Urological Services Ltd — Kenya

A term loan of USD 2.2 million was approved by the Bank
for Nairobi Urological Services Ltd to part-finance the
development of a mixed-use commercial complex in Nairobi.
The complex, located in the Ongata Rongai suburb, will offer
about 73,625 square feet of rentable space to be used by a
variety of tenants, including supermarket chains, banks and
doctor clinics. This is the second time that the company is
being supported by the Bank, the first time being 2004 when

Chart 4 - Project Disbursements
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a loan of USD140,000 was approved to assist the company
procure a specialized kidney treatment equipment. The first
loan has since been fully repaid.

Varichem Limited - Zimbabwe

Varichem is a private company incorporated in Zimbabwe
engaged in the manufacturing, distribution and retailing of
pharmaceutical, healthcare and personal care products. The
Bank approved a long-term loan of USD 10 million to finance
the expansion of the existing plant and improvements in
production processes in order to capitalise on increasing
demand for the company’s products across Africa.

Central Plaza Company Limited — Tanzania

The Bank approved a term loan of USD 10 million to Central
Plaza Company Limited. The loan will part-finance the
construction and finishing of the first phase of the multi-
use office and retail complex to be located in the Central
Business District of Arusha, Tanzania.

Societe Industrielle Pharmaceutique (SIPHAR) S.A. -
Burundi

This project entails building construction, acquisition and
installation of a pharmaceutical plant in Bujumbura, Burundi
as part of an expansion program. The Bank’s loan will be used
to finance machinery, equipment, electrical and laboratory
equipment.

Government of Kenya

The Bank approved a USD 50 million, 2 year facility as
part of a syndicated facility of USD 600 million facility
syndicated amongst thirteen lenders. The Bank participated
as a Mandated Lead Arranger alongside Citibank, Standard
Bank and Standard Chartered Bank who were also the book-
runners. The funding was required to finance infrastructure
development and institutional reforms in Kenya.

Tanga Cement Company Limited — Tanzania

Following an invitation by Citibank to participate in a USD
165 million syndicated long term facility, the Bank approved
a USD 20 million loan to part-finance the second clinker kiln
by Tanga Cement Company Limited.

Ethiopian Airlines Enterprise — Ethiopia

Alongside FMO, the Bank approved a USD 10 million
funded participation to a junior loan financing of ten Boeing
787 airplanes for Ethiopian Airlines, the national airline of
Ethiopia. The airline provides essential transportation links
for passenger and cargo traffic between Ethiopia and the rest
of the world as well as within Ethiopia. The facility was the
third consortium funding arrangement that the Bank had

participated in relation to the funding of Ethiopian Airlines.
Kilwa Energy Company Limited (KEC) — Tanzania

The Bank approved a medium-term loan of USD 25 million
being part-financing of the construction of a natural
gas-fired power generation plant with a capacity of 210
MW in Tanzania. The project, to be co-financed with the
Development Bank of Southern Africa, will include a 220 kV
double circuit transmission line for 230 km from Somanga
Funga to Dar-es-Salaam where it will be connected to the
national TANESCO grid.

Peterhouse School Limited — Zimbabwe

Peterhouse School is one of the oldest independent private
boarding schools in Zimbabwe that has a rich tradition in
quality education provision that spans over the last 57 years.
Peterhouse has a total population of 1,390 students across
all its schools that range from preschool, primary school and
secondary school. The Bank approved a long-term loan of
USD 8.4 million to part-finance the expansion of the school’s
facilities at SpringVale House at Marondera in Zimbabwe.

Premier Services Medical Investments Limited (“PSMI”)
- Zimbabwe

The Bank approved a long term loan of USD 17 million
to Premier Services Medical Investments Limited for the
purposes of equipping Parkview Hospital, a new specialised
referral hospital, with medical equipment and refurbishing
and retooling existing clinics and hospitals. The health
services conglomerate currently operates 75 medical services
institutions in various disciplines across Zimbabwe including
medical clinics, eye care, ambulance, hospitals, retail
pharmacies, radiology, and rehabilitation services.

Pan African Housing Fund

The Pan African Housing Fund is a newly established private
equity fund promoted by Shelter-Afrique. The fund is
designed to respond to an ever growing housing shortage in
Eastern and Southern Africa. The fund will initially focus its
activities in Kenya, Uganda, Rwanda, Tanzania, Mozambique
and Zambia. The Bank approved an equity participation of
USD 1 million into the fund.

Mutare Bottling Company Limited (“MBCL”) - Zimbabwe

Mutare Bottling Company Limited is an authorised bottler
of Coca-Cola products serving Manicaland province in
Zimbabwe. The Bank approved a medium-term loan of USD
8 million to replace aging equipment and modernize its
production process in Mutare and enhance its distribution
capacity to enable it meet current and projected levels of
demand.
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The United Republic of Tanzania - Tanzania

The Bank’s funding of USD 25 million is part of a USD
350 million syndicated global medium-term facility for
the Government of Tanzania. The financing is to support
infrastructure projects in line with the government’s strategy
of prioritizing infrastructural development.

Sudanese Sugar Company Ltd — Sudan

The Bank approved a lease finance facility of USD 21.1 million
for Sudanese Sugar Company Ltd to enable the company to
setup an ethanol plant. The facility will be utilized to finance
the acquisition of machinery and equipment. The project,
which is located at the company’s Sennar sugar factory,
will produce motor grade ethanol fuel intended mainly for
export. Molasses, a by-product of sugar processing, will be
used as the main raw material.

Gulf African Bank (GAB) - Kenya

The Bank made an additional equity investment of Kshs 45.
6 million (approximately USD 536,000) in Gulf African Bank,
an Islamic bank in Kenya offering fully Shari'ah compliant
products and services with fourteen branches across the
country. The Bank is one of the founder shareholders
having invested in GAB at its inception in 2006. The Bank’s
investment was part of a capital increase programme under
which the International Finance Corporation took up a 16
per cent stake in GAB. During the four years of its operations,
GAB has distinguished itself as one of the fastest growing
banks in Kenya's banking sector.

Eden Island Development Company Ltd — Seychelles

The Bank approved a loan of US$SD 15 million for Eden Island
Development Company Ltd to part-finance the development
of the infrastructure and private moorings amongst other
facilities in Phase 3 of this iconic property development
project in Seychelles. This is a third loan extended by PTA
Bank to the project, with the first two loans (USD 10 million
each) having part-financed the first two Phases of the
project. Eden Island private residential marina development
comprises of 578 high-end residential units, a marina with
250 commercial moorings, 578 private moorings, a retail
centre with a supermarket and supporting infrastructure to
make the island self-sufficient.

White Nile Sugar Company (WNSC) - Sudan

The Bank’s USD 20 million finance lease facility will be used
to finance the installation of an excess bagassse handling
system at WNSC's integrated sugar factory project located
in Sudan. This facility augments an existing USD 20 million
facility signed in 2011 which was used to finance various
equipment and machinery. When fully completed, WNSC’s
sugar factory will have a capacity of crushing 24,000 tons of
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cane per day and produce 450,000 tons of white sugar, 45
million litres of ethanol per annum and 100 tons of animal
feed per annum.

Tanganda Tea Company Ltd — Zimbabwe

Tanganda is the largest producer, packer and distributor
of tea products in Zimbabwe. The Bank approved a term
loan of USD 8.4 million to finance purchase of mechanical
plucking machines, tractors, motor vehicles and equipment
for further re-capitalizing of its operations and upgrading of
its beverage division as well as for expansion of its agricultural
division. This is the third loan to be approved by the Bank for
Tangada Tea Company Ltd.

UAP Properties Kenya Limited — Kenya

The Bank approved long-term facility of USD 21.5 million
to UAP Properties Ltd, a subsidiary of UAP Holdings Ltd, a
leading insurance company in East Africa. The facility will be
utilized to part-finance construction of UAP Towers in the
Upper Hill area Nairobi in Kenya. Upper Hill is designated
as the financial hub of the city of Nairobi in the Country’s
Vision 2030. The UAP Towers project will be a landmark
iconic building comprising of 30 storeys that will provide
approximately 316,104 square feet of lettable space to be used
for office and retail use, and a total of 798 car parks. Once
developed, the unique architecture will richly contribute to
the city’s skyline by taking the opportune advantage of the
unique location of the property at the brow of the Hill area
thus benefiting from uninterrupted spectacular views across
the entire city.

Bank of Kigali - Rwanda

Bank of Kigali is the largest bank in Rwanda in terms of total
assets, net loans and customer deposits. The Bank approved
a line of credit of USD 10 million to be used by Bank of Kigali
for on-lending to small and medium enterprises and the
mortgage sector in Rwanda..

TRADE FINANCE
Performance Review

In the financial year 2012, the Bank achieved yet another
robust performance in Trade Finance activities with a 33%
growth in business volumes to US$3.27 billion compared to
USS 2.46 billion achieved in the previous financial year. Direct
disbursements at US$ 1.5 billion were 11% above budget
while Letters of Credit at US$1.7 billion were 41% above
budget. Total income at US$106 million was 27% above the
annual budget.

Achievements

During the year, the Bank was recognized by Global Trade
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Review (GTR) Africa Leaders in Trade as the best Trade
Finance Bank in Zambia and Zimbabwe respectively. The
award came on the backdrop of continued positive impact
of framework lending activities in the two markets, which has
sustained economic activities in key sectors such as energy
(petroleum supply security), agriculture and distribution.

The Bank’s Framework Lending Programs are designed with
the aim of assisting Member States in hiving off commercial
transactions from mainstream fiscal activities (de-fiscalization
effect) henceallowingsustainable investment by governments
in critical social sectors whilst the Bank continues to enhance
support towards self-liquidating commercial activities.

Growth Areas

While import facilities especially for petroleum and
petrochemical products such as fertilizers remained significant
in the portfolio due to strong demand for energy as well as
agricultural inputs across the region, Diversification efforts in
the Bank’s trade finance activities have resulted in increased
financing of non-traditional exports such as sugar, timber
and grains which, coupled with funding towards traditional
soft commodities exports like cotton and tobacco as well
as re-exports of petroleum products led to the remarkable
growth in business volumes.

Strategy Execution

On-going market access creation activities, through which
the Bank intermediates between regional as well as overseas
buyers on one hand and trade flow originating Member
States on the other, has led to development of enduring
value chains for cash crops such as tobacco resulting in
market expansion for Member States.

While these interventions continue to have a positive impact
on socio-economic wellbeing especially for small-scale rural
farming communities, significant downstream benefits
also accrue to urban centres due to attendant increased
distribution as well as pre-export value addition activities
in tobacco processing factories leading to growth in both
seasonal and permanent employment in urban communities.

Strategic Anchors

In the new Five Year Corporate Plan, the Bank will continue
rolling out framework lending initiatives in Member States
which involves interventions that affect multiple strategic
sectors in specific economies as a way of maximizing
developmental impact of its activities.

Review of FY CORP IV

Measured against targets set out in the Fourth Five Year
Corporate Plan (2008 - 2012), which comes to a conclusion
at the end of this financial year, the Bank performed strongly
as shown in the following Chart:
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KEY TRADE FINANCE FACILITIES

We profile below some of the key trade finance interventions
made in 2012.

Ministry of Mines, Energy and Water Development-
Zambia

The Bank opened various import letters of credit for the
importation of crude and refined oil products for resale in
Zambia under an existing strategic imports facility granted
to the Ministry of Mines, Energy and Water Development.

Dalbit Petroleum - Kenya

Dalbit Petroleum, a Nairobi based oil company, was awarded
a contract to supply the Zambian Ministry of Mines, Energy
and Water Development Zambia with refined petroleum
products. The supply contract between Dalbit and the
Ministry is key to the maintenance of energy security for the
Zambian economy.

Reserve Bank of Malawi

The Bank provided a strategic imports facility to finance
imports of fertilizer and fuel by the government of Malawi.
The Bank’s funding has assisted in alleviating fuel shortages
and ensuring timely provision of inputs for the important
agriculture sector.

Alliance One Tobacco Malawi and Malawi Leaf Company
Ltd - Malawi

The Bank provided export finance to the two leading
tobacco export merchants in Malawi. With support from
the Reserve Bank of Malawi, the facilities support a currency
swap arrangement under which the Bank advances local
currency in exchange for US dollar receivables from tobacco
export sales.
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MAJOR TRADE FINANCE TRANSACTIONS IN 2012
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Ministry of Finance - Sudan

The Bank approved a strategic imports facility for Sudan’s
Ministry of Finance. Under the facility, the Bank issued
various letters of credit for the importation of oil into Sudan.

Agricultural Bank of Sudan

The Bank issued and refinanced letters of credit to facilitate
importation of fertilizer by the Agricultural Bank of Sudan. The
letters of credit were secured by Irrevocable Reimbursement
Undertakings issued by the Central Bank of Sudan.

CBZ Bank - Zimbabwe

The Bank approved a three year line of credit to CBZ Bank,
the largest commercial bank in Zimbabwe. The line of credit
is used to finance the import requirements of CBZ Bank’s
corporate clientele.

Seychelles Petroleum

In 2012, Seychelles Petroleum continued to enjoy the Bank’s
support through a receivables-backed oil import finance
facility. The facility finances the procurement of refined
petroleum products for sale and distribution in local and
export markets.

PORTFOLIO MANAGEMENT

The Bank’s gross loan portfolio grew by 21% standing at USD
1.37 billion at the end of 2012, compared to USD 1.14 billion
at the end of 2011. The Bank continued to capitalize on the
relatively strong economic growth in the regional economies
to achieve this steady and robust growth.

The Bank has identified various strategic initiatives that
will drive its agenda over the next five years and key to
this, is securing rating upgrades to investment grade status.
Overall, asset quality remains a critical area in determining
the attractiveness of the Bank to new institutional investors
and lenders. Consequently, the vetting of new business
continues to be rigorous to ensure that credit risk is
adequately mitigated, while the growth of the portfolio is not
unnecessarily curtailed.

Portfolio quality is by and large complimented by a robust
and credible new business pipeline, however, it is also
obvious that the quality of portfolio is partially determined at
entry level, mainly through rigorous due diligence and credit
appraisal processes. Efficient and effective implementation
of newly approved project and infrastructure transactions
remained a priority. Emphasis was put on prudent risk
assessment of individual loans, monitoring the quality of loan
approvals and assessment, creating generic information and
operational performance data on borrowers and trailing key
risk indicators within the loans portfolio.

INTEGRATING & ADVANCING THE REGION'S ECONOMIES

Operations

Timely project work-out and restructuring remained a core
activity mainly targeted at supporting projects that are in
distress through designing innovative turn-around business
solutions. The activity does not only ensure loan recovery
but also saves jobs which could otherwise be lost in the
event that the projects are foreclosed.

Through direct intervention in various project and trade
finance transactions, the Bank contributes to the creation
of employment for both skilled and unskilled labour in
the Member States. Further, the projects financed create
backward and forward linkages thus creating indirectly jobs in
the economies. In the year under review, the Bank approved
project and trade finance transactions which are expected to
generate 13,679 jobs. Upon implementation, the cumulative
number of direct jobs created by the Bank’s intervention in
the region is estimated at 60,381 as at December, 2012. Out of
the total jobs created, about 30% are female employees. The
empowering of women within the small and medium scale
enterprise sector remains a key goal for the Bank in its quest
to ensure improvement in the socio-economic development
of Member States.

Sustainable financing continues to be an important
consideration in development financial institutions. As
a regional Bank, PTA Bank has taken strides in making
investment decisions for the long-term sustainability of
industries and investments. This is in tandem with the Bank'’s
environmental and social policies whose main objective
is to ensure that, in additional to financial and economic
viability, Bank-financed operations and activities also exhibit
environmental and social sustainability.

COMPLIANCE AND RISK MANAGEMENT

As part of the Bank’s strategic repositioning process, the
Compliance and Risk Management function was upgraded
to departmental status following Board approval in
December 2011. The upgrade was in line with global industry
best practices with the objective of ensuring that the risk
function has sufficient stature and authority in the Bank’s
overall operational and control framework.

The department continued to play an active and independent
control and assurance function in the risk identification,
assessment, mitigation, monitoring and reporting processes.
Meetings of the Management Risk Committee were
convened, on a bi-monthly basis, to review and discuss the
overall risk profile of the Bank. On a quarterly basis, the
department presented reports to the Audit Committee of
the Board detailing the Bank’s risk profile with particular
focus to the key risks to which the Bank was exposed to with
corresponding mitigation measures.

The regular risk reporting to Management and the Board
ensures that there is continuous and active top level
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risk oversight of the Bank’s Enterprise Risk Management
framework by the two organs. During the year, the Bank
maintained an overall risk profile rating of “Moderate” and
“Stable”.

The Bank has a well laid out plan to invest in appropriate
risk infrastructure to improve on both the efficiency and
effectiveness of risk assessment, monitoring and reporting
processes. In this regard, the implementation Credit Risk
Assessment System project, which began in late 2011, was
substantially completed by the end of 2012. This system
shall integrate the credit flow processes from origination
through to relationship management stage. A key feature of
the system shall be the rating of loans at single obligor and
global portfolio levels based on a simplified internal rating
based method. User acceptance testing and “Go-Live” of the
platform was expected to be completed in the first half of
2013.

The Bank shall continue to strengthen the risk management
framework and capacity in a bid to cope with the rapid
growth of the loan portfolio and scope of operations.
In 2013, the Bank shall enhance its risk capacity with
recruitment of specialist staff beginning with credit risk to be
followed by staffing in internal audit co-ordination, market
and operational risks. In addition, plans to roll out other
risk infrastructure including implementing an operational
platform will be pursued in order to facilitate efficient and

Hank

effective assessment, monitoring and reporting of risks.
Legal Documentation Review

During the year, the Bank commenced the process of
engaging a consultant to undertake a review of lending
instruments and legal documentation standards against
international best practice. In this regard, the Bank carried
out a competitive selection process aimed at engaging an
international law firm to undertake the review. The review is
expected to result in stronger and efficiently structured legal
documentation for the Bank’s loan products.

Review of the Bank’s Charter

The Bank engaged an international specialist on multilateral
treaties to review the Bank’s Charter from the perspective
of company law, public international law and corporate
governance. This review was identified as one of the pillars
of the enhanced growth, diversification and institutional
expansion as outlined in the 2013-2017 Corporate Plan. The
Board of Governors, at its meeting held in December 2012 in
Lusaka, Zambia, unanimously adopted the amendments to
the Charter. Notably, the amendments include the increase
of the authorized capital of the Bank, the splitting of the
capital stock into different classes of shares, the enlargement
of the composition of the Board of Directors to include
independent directors, and the formation of additional
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committees of the Board. The changes are intended to
facilitate the successful implementation of the Bank’s new
corporate plan.

HUMAN RESOURCES & ADMINISTRATION

The Bank’s performance during the year is largely credited to
the professionalism and competence of its staff drawn from
several member countries. During the year, recruitment for
professional and non-professional staff was undertaken to
meet the growing human capital needs of the Bank.

During the year, we conducted a diagnostic study to review
the Bank’s business model, organizational and operating
structures in order to make recommendations aimed
at reinforcing diversified growth. We undertook a salary
and benefits survey aimed at benchmarking the Bank’s
compensation structure in preparation for the planned
recruitment of a number of senior executives. We engaged a
consultant to advise on a proposed framework for introducing
an incentive scheme and secured Board of Directors approval
for its introduction in 2013. We also engaged a consultant
to advise on the implementation of a Balanced Score Card
performance management system.

To enhance the skill levels of our staff, various training
programs were carried out during the year. The training
programs covered a variety of areas including structured
commodity and trade finance, syndicated lending, project
finance, public private partnerships and financial modelling.
We also organized a number of training programs for
members of the Board of Directors.

In line with the Bank’s decentralization strategy, we acquired
a property in Nairobi which, upon completion of its
development, will house the Bank’s regional office and
generate significant levels of investment income.

At the end of the year, the Bank had a staff complement of 84
employees, 52 of whom were professionals. 40% of the staff
were of the female gender.

INFORMATION SERVICES

SAP remains the Bank’s main enterprise resource planning
and information system. In 2012, we carried out preparatory
work for the introduction of new functionality such as
enhanced management reports, employee self-service, leave
and travel management work flows in 2013.

Another major activity was the on-going implementation of
the Credit Risk Assessment System whose project completion
was planned for 2013. The system will provide the Bank with
increased automation and improved standardization around
credit cycle processes.

2012 also saw a number of IT infrastructure enhancements

INTEGRATING & ADVANCING THE REGION'S ECONOMIES

Operations

being implemented. We installed a virtualized server
environment at the Bujumbura Head Office thereby bringing
the office in line with the Nairobi Regional Office. Apart
from reducing server and storage footprint, a key benefit
that will be realized from this, with planned optimization in
connectivity between the two offices, is the capability, in the
near future, of using the Bujumbura Head Office, as a remote
back-up site for the core applications hosted in Nairobi. We
also carried out several improvements to the computer
network and related infrastructure at the Harare Office.

The Bank undertook an independent review of its Wide-
Area Network Security coupled with a re-design of its Voice-
over-Internet Protocol setup. The benefits realized from this
exercise include hardening of configuration, a standardization
of devices across all three of the Bank’s locations and the
implementation of new remote access tools.

A revamp of the Bank’s website was undertaken culminating
in a new look and added features, to emphasize the website’s
important role as a marketing and information tool.

FINANCIAL MANAGEMENT

Despite it being a year of leadership succession, 2012, the
ultimate year of the 2008-2012 plan period witnessed
significant successes in the Bank’s financial and operational
performance. The Bank continued its growth trajectory
and achieved significant levels of approvals, disbursements,
profits as well as cash flows, out-performing both the 2012
Budget and the 2008-2012 Five Year Corporate Plan targets.

Income Growth

Total interest income grew by 43% from USD 69.59 million
in 2017 to USD 99.34 million, surpassing the budget by
15%. While interest rates during the year recorded modest
increases, the growth in interest income is largely attributable
to the portfolio growth recorded during the year.

Increases in borrowing activity necessitated by growth in
lending volumes resulted in a 19% rise in borrowing costs
which amounted to USD 49.17 million. By registering a higher
growth in interest income than the growth in borrowing
costs, the Bank was able to significantly improve its net
interest income which increased by 77% to USD 50.17 million
from the USD 28.40 million recorded in 2011. The net interest
income recorded also exceeded the year’s budget of USD
39.87 million by 26%.

Increased commodity prices coupled with new business
opportunities contributed to 22% growth in gross fee and
commission income from USD 36.28 million in 2011 to USD
44.09 million in 2012. Net Fees and commission income,
however, grew by a modest 7% to USD 33.44 million from
USD 31.22 million in 2011 as a result of increased risk down-
selling costs of USD 10.65 million (2011: USD 5.06 million).
The risk down-selling costs are incurred as part of the Bank’s
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strategy to mitigate concentration and compliance risks.
Operating Income, which comprises net interest income and
net fee income, was recorded at USD 89.15 million, a 40%
growth from the USD 63.53 million recorded in 2011.

The following chart depicts the steady growth in the Bank’s

income over the last 5 years.
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Operating Expenditure and Provisions

In 2012, the Bank’s operating expenses increased by 2% to
reach USD 12.33 million. The level of non-performing loans,
however increased to USD 71.62 million from the USD 52.03
million reported in 2011 on account of the deterioration
of a significant exposure in Zimbabwe's financial sector.
Consequently, the Bank recorded a higher impairment
charge of USD 26.10 million compared to the USD 17.97
million recorded in 2011. As at 31st December 2012, our
cumulative impairment provisions amounted to USD 48.28
million thereby achieving a 67% coverage of the gross non-
performing loans exposure.

Despite the higher impairment charge, 2012s financial
performance was positively impacted by the improved loan
recoveries which saw the Bank record USD 4.76 million (2017:
USD 3.09 million) in recoveries of previously written off loans.

Profitability

Against an operating income of USD 89.15 million (USD 63.53
million in 2011), the Bank recorded USD 37.92 million (USD
29.27 million in 2011) of operating expenditure. The Net
Profit for the year was therefore USD 51.23 million, up 49%
from the USD 34.27 million recorded in 2011. This Net Profit
translates into a return on capital employed (ROE) of 14.9%
which compares favorably with the 12.3% ROE registered in
2011. The Net Profit also translates into a 2.78% return on
assets, an improvement from the 2.50% recorded in 2011.

The graph below depicts the trajectory of the Bank’s net
profit and profitability ratios over the last 5 years.
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Assets and Liabilities

The Bank’s balance sheet grew by 35% to USD 1.84 billion
in 2012 from USD 1.37 billion in 2011. New disbursements
contributed to a USD 155.72 million net increase in trade
finance loans and USD 68.68 million net increase in project
finance loans resulting in Net trade finance loans and net
project loans of USD 847.52 million and USD 476.42 million
respectively as at 31st December, 2012. Boosted by client
receipts and collection account deposits, cash balances
increased from USD 214.71 million to USD 462.60 million, a
115% growth.

The graph below presents the growth of projects and trade
finance loans as well as cash balances over a 5 year period
2008 - 2012.
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The Bank funded its asset growth by increasing its
shareholders’ equity and borrowings. Total borrowings
increased by 36% from USD 978.74 million to USD 133
billion. Of this amount, long-term borrowings amounted to
USD 648.24 million compared to USD 643.18 million in 2011.
Short-term borrowings amounted to USD 681.33 million
up from USD 335.55 million in 2011. The 2012 short-term
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borrowings include the USD 150 million debut syndicated
loan which was issued in October 2012.

Paid-in capital as at 31st December, 2012 amounted to
USD 193.68 million compared to USD 179.02 million in
2011. Capital subscription instalments totalling to USD
14.66 million were received from Egypt, Djibouti, Seychelles,
Burundi, Ethiopia, Zimbabwe, Kenya, Malawi, Rwanda, Sudan,
Zambia and Tanzania. Shareholders’ funds were also boosted
by the USD 5123 million net profit earned and retained
during the year.

The chartbelow depicts the growth in the Bank’s shareholders’
funds during the 5 year period 2008 - 2012.
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RESOURCE MOBILISATION

The Bank’s key strategy on resource mobilization was the
building of new partnerships and diversification of the Bank’s
funding base. We maintained a visible presence at key
international events and conferences including the annual
meetings of the African Development Bank, the Association
of African Development Financial Institutions (AADFI) and
the World Bank/International Monetary Fund. We attended
the 5th Ministerial Conference of the Forum on China-Africa
Cooperation held in Beijing, China as well as the Annual
Conference of the EXIM Bank of USA held in Washington,
USA.

INTEGRATING & ADVANCING THE REGION'S ECONOMIES

Operations

During the year, we signed partnership agreements and
memoranda of understanding with Agence Francaise de
Développement, the French Development Agency, Public
Investment Corporation of South Africa and the Industrial
Development Corporation of South Africa. We initiated
contacts with a host of other potential partners including
BNDES of Brazil, European Investment Bank and KfW of
Germany.

We launched our debut USD 150 million, 2-year
syndicated loan and achieved satisfactory outcomes in
terms of oversubscription, pricing as well as the diversity
of participation. We also signed a USD 30 million, 7 year
facility with the African Agricultural Trade and Investment
Fund, a specialised German investment fund and concluded
negotiations with Industrial Development Corporation of
South Africa for a USD 30 million 8 year line of credit. We
diversified our Export Credit Agency (ECA) relationships by
forging a relationship with FINVERA, the Finish ECA and
succeeded in raising US$ 24 million of long term funding
from a European Bank to finance the importation of a power
plant from Finland into Zambia.

We also grew the Bank’s risk participation and mitigation
capacity by signing Master Risk Participation Agreements
with new counterparties and enhancing existing capacity.
Through a strategic partnership with the African Trade
Insurance Agency, we managed to increase our credit
insurance cover from USD100 million to USD150 million
and initiated a process of augmenting the cover to USD 400
million.

Favourable ratings by our international rating agencies
Moody’s, Fitch and Global Credit Ratings (GCR) continued
to facilitate our resource mobilisation activities. In 2012,
Fitch upgraded the Bank’s rating outlook from Stable to
Positive, while maintaining the rating at BB- (BB minus).
Moody’s maintained the Bank’s rating at Ba1 (Stable) while
GCR maintained the Bank’s BB+ (long term, international)
and AA+ (long term, national) rating with stable outlook.
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