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ANNUAL REPORT AND STATEMENT (F ACCOUNTS

A. ANNUAL REPORT 2007

1. Review of the Economy

Frerging optimism at the end of 2006, when Sierra Leone reached Cawpletion Point Status under the enhanced
Heavily Indebted Poor Countries (HIEC) initiative contirued into early 2007. The country received substantial
support fram its develoanent partners in spite of the dallenges experienced in the finencial system during the
vear. On the uth of Jaruary 2007 representatives of the Paris Club Creditor Countries agreed to cancel
Uss218m (91% of the deot stock) owed by the country in sugport of restoring Sierra Leone’ s &8t sustairgaility .
This was the Paris Club’s share of the debt relief provided within the framework of the enhanced HIFC initiative.
Additianal debt relief of US$22mm was also granted to the country by sare of its bilateral debtors, which
resulted in total ddot cancellation fram Paris Club creditors.  Also, an 8% June 2007, the United States of
Anerica granted a bilateral debot relief to the tune of US$58.3m, amounting to 100 percent of Sierra Leone’s
eligible debt owed to the United States Goverrment. On this positive note, the economy seamed poised to
continue the good performance recorded in 2006.This momentum was however dissipated, as only a minimum
of expected disbursement s materialized, partiaiarly in the first half of the vear, following the conduct of the
Second Review of the country’s performence under the IMF’'s Poverty Reduction Growth Facility Programme in
April 2007, when the country failed to meet sare of the quantitative and structural targets for end Decarber
2006 and the Review could not ke carpleted. Furthermore sare conditions set under the Multi Donor Budgetary
Support Programme were not met and only USs$4.87m of the expected USS$S28.92m disbursement as external
budget ary sugoort was received in the first half of the reporting year .

Develogrent assistance received fram the intermational camunity during the year included a US$S30nm grant
fram the World Bank in May 2007, through its Private Sector Development Programme, for the establishment
of a Rural Private Sector Develcarent Project in the country, in support of pro-poor econanic growth for food
security and jdo creation. In July 2007, the Steering Cammittee of the Sierra ILeone Peace Building Fund
(PFB) , funded by the United Nations Development Programme, approved four new projects as follows:- USS4nm
towards capacity kuilding in the Justice Sectar, US$2m towards improvement of the Republic of Sierra Leone
Armed Forces (RSLAF) ,water ,saitation adheslth facilities in themilitary barracks and more than USS1.8m
towards the enhancement of emergency measures for the Security Sector (RSIAF, Sierra Leone Police Force
and Prisons Department). Also during the year, the Interratianal Finence Corporation (IFC) under its Gldoal
Trade Finance Progranme, signed a Trade Finance Agreement with the Sierra Leone Cammercial Bank, Rokel
Commercial Bank (LTD) and the Guarantee Trust Bark in a bid to boost the contry”’ s business comunity. T
another develogment, on the 12t July 2007, the Furopean Union, under its Health Sector Support Project
(HSSP) denated 14 vehicles with their spare pats to the Ministry of Health and Sanitatdion. Also on July 20,
2007, the World Bank made an additicnal support grant of US$S&m to the Ministry of Health and Sanitation for
the rdhebilitation of 4 referral hogpitals and 12 health centers.  As ef fot s towards tightening the growth of HIV/
ATDS in Sierra Leone increase, the Gldoal Fund, on the o7t Septarber 2007, approved a grant of USS$26.5m
Spaming a 5-year period, to the National Aids Secretariat (\NBS). 2An initial amount of US$S9.7mn would be
dishursed within the first two years. On Decarber 13, 2007, the Minister of Finance and Foonamnic Develoanent
and the Kimaiti Fund for Arab Economic Development, signed an agreement for 3 million Kuwaiti Dinars
(equivalent to US$10.6m) for the reconstruction of the Kenema-Pendaru Highway. Upon carpletion, the
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roed would facilitate trade and provide easy access to the eastern region of the country.

Real Gross Damestic Product (GDP) growth is estimated at 7.0 percent and was mainly driven by strong
growth in the agricultural sector, which posited marked increases in the production of cof fee and other major
agricultural foodstuff as well as in livestock production over the period. Improved perfomences were also
recorded in the industrial and services sub-sectors, providing an additional boost to growth and aerployment
gooortunities.

Monetary Policy in 2007 contirnued to ke directed towards the maintenance of a low and stable rate of inflation.
However, mounting consumer prices caused by damand pull and cost push factors as well as external suoply
shocks in terms of rising world market prices for petroleum goods and food itars, particularly rice and other
grain crops, contirnued to pose mejor challenges to monetary menagerent as the year-on-year inflation rate
climbed to 12.15 percent in December 2007 from 7.88 percent in Decarber 2006. The econamic crisis in
Guinea, a major trading partner, in the first helf of the vear, which saw several strike actions by the country”’ s
trade unians, was another strong factor in the inflation hike as such actions led to severe sugpoly constraints in
Sierra ILeme. 2Against the backdrop of mounting inflation pressures and delayed donor disbursements, the
Central BRank tightened its monetary stance (through a Memorandum of Understanding with the Ministry of
Finance) by issuing securities to mop up excess liquidity in the system.

Coverrment’s udgetary operations in 2007 were significantly constrained, due to mejor delays in the
dishursament of expected foreign inflows during the pericd. The situation was further exaceriated by continued
low darestic revarue nobilization. In an effort to address the praolem and to reduce recourse to central benk
firancing for it s operations, the goverrment, in ZApril 2007, adopted a cash budget system, which ensured that
aly available revarue was expaded. This resulted in a reduction of the budget deficit (plus grant) to Led3.08m
(0.87 percent of GDP), which was within the budget estimate of Le43.83kn for 2007 and canpared favorably
with the fiscal deficit of 1£75.58m (1.76% of GDP) for 2006.

n the extermal front, gross foreign reserves of the Central Bank stood at US$215.48m as the end of Decarber
2007, as a result of an inprovarnent in external inflows in the last quarter of the year .This translated into 4.8
months prospective import of goods and services, carnpared with an import cover of 3.8 months recorded in
Decaroer 2006. Mearmhile, the exchange rate of the Leone to United States Dollar ramined relatively stable
but was weak against the British Pournd Sterling ard the Bro.

The review period saw significant develoarent in the energy sector, with the Goverrment of Sierra Leone on
20% October, receivirng fran dxors a total pledge of Furo 30 million for the campletion of Burouna Hydro
electricity power project. Also, an 20® Deceamber 2007, the President Dr. Ernest Bai Korama, commissioned
a 15 mega-watt Thenmal generator engine provided by the World Bark, to improve electricity sugply in Freetomn.

Financial sector develoarnents were characterized by policy measures aimed at further despening of the
sector as well as ensuring a sound and stable financial system. To this end three new camercial banks, Pro
Credit kank, United Bank of Africa and Skye Bank were issued licenses to carry on the business of banking in
Sierra Leae. The Pro Credit camenced operations in the period under review, while the other twowill startin
2008. In addition, existing lanks were issued licenses to goerate ranches in the city and the provinces, while
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the Camunity banks increased their cutreach during the yvear in providing financial intermediation services to
the nral poar .

Real Sector Developments

During the review periad, the policy of food seaurity and poverty reduction ramined top priority in the govenment’s
agenda. As a result, the real sector amtirued to receive assistance fram both the Goverrment and external
doors. The Executive of the Magbema Cashew nut Farmers Association presented 250,000 cashew seedlings
to the Ministry of Agriculture and Food Security in sugoort of the food security drive of the country. The
Govermment of Sierra Leone signed a Trade Agreament with the Chinese Trading Company, SH. Trading
Camparty Limited, for the production of timber in Sierra Leone. The Petroleum Unit contributed an amount of
I1e6.5 billim to the Strategic Stock Management Scheme that was jointly established with the govermment in
the second half of 2006, as contingency arrangament for fuel shortages.

In other develoarents, the factory price of carent was revised upwards to Le25, 200 per kag in the pericd
under review fran 1e23, 800 per kag, as a result of an increase in the cost of raw materials. Statistics Sierra
Leone (SSL), commenced compilation of the Consumer Price Index (CPI) based on the ECOWAS Conmon
Platform, the Classification of Individual Consunmption by Purpose (COICOP) system, with 2003 as the base
year, to enhance camparism of inflation rates in menber contries. The uniform purp prices of petroleum
products were revised uoward fran Ie12, 950 per gallon to Iel4, 500 per gallon to reflect an increase in the
world market prices of the products.

Real Gross Darestic Product was estimated to grow by 7.0 percent in 2007, mainly driven by output in the
agriculture, industry and services sectors. The average armwal inflation rate increased fram 9.93 percent in

Chartl
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Tabk 1
Production
Jan-Dec 06 | JanJdun 07 | Julbec07 | Jan-Dec 07
1 2 3 4 5 6

Minerals
DiEmonds 000 'camats 582 32 37537 22933 604.70
Bauxie 000™ tons 1,07114 62384 54519 1,169.04
Rutike 000™ tons 73 .60 42 25 4055 82 81
Inente 000"™M tons 1382 647 928 15.75
GoHd 000 'Ounces 228 467 215 6.82
Agriculture
Cofee M tons 147520 1,766 22 717.00 2483 22
Cocoa M tons 13,939.70 8,551 26 5,171.02 13,722 28
Manufactured Goods
Beerand Stout 000 'Cartons 83210 379.72 400 40 78011
Malha 000 'Cartons 160.04 85.82 8694 172.76
AcetykEne 000'cuft 29133 92 32 9913 191 45
Oxygen 000'cuft 79164 250.85 173.00 423 85
Confctionery 000'bs 2,329 86 158192 1,559.02 314094
Canmon Scap 000™ tons 467 36 31530 30633 621 .63
Softdrinks 000 'crates 2,088.75 93944 149226 243170
Pant 000'gak 14273 89 92 67.04 156 97
Canent 000™ tons 234 44 14324 92 60 23583
Jum o Cube Cartons 3327 13.00 1091 2391
Fbur 000™ tons 1359 751 6.04 1355
Candke 000 'Cartons 891 113 135 248
Serices
Elctciy GW hr
UniGenemted GW hr 3198 1150 207 1357
hdustalConsumpton. |GW A 1045 366 na na

Sources :M anuacturng EstabIishm ents
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2006 to 10.37 percent in the period under review ard the year-on-year inflation rate also increased to 12.15
percent at end Decarloer 2007 fram 8.26 percent in 2006.

Gross Domestic Product (GDP)

Real Gross Darestic Product (GDP) growth rate for 2007, estimated at 7.0 percent, was about 0.3 percentage
point s lower then the growth rate of 7.3 percent recorded for 2006. The Agricultural sector amtributed the
mejor share of about 47.90 percent, followed by the Services sub-sector with 38.14 percent, the Industrial sub-
sector including mining and quarrying with 9.72 percent ard the Financial Services Indirectly Measured (FISIM)
sub-sector with 1.91 percent. According to estimates, the highest growth rate was recorded in the industrial
sector at 10.9 percent, followed by agriculture sector at 8.5 percent ard the services sector at 5.2 percent.

Agriculture

Agriculture ramined the largest econamic sector providing amployment and incare for about two-thirds of the
population. Estimates fram the Ministry of Agriculture, Forestry and Food Security indicate that the share of
households with adequate food consunption was 71 percent at end 2007, following a steady increase in
darestic production of major food crops as well as livestock.

Tabk 2
Productibon ofMaprFood Crops Q003 -2007)
Production M .Tons)

CROP 2003 2004 2005 2006 2007
Rre (Paddy) 445,633 542,000 738,000 1,062,320 1,432,800
Mare 16,060 32,125 39,051 48,813 54,944
Cassawa 1,091,178 1,758,194 2,287,000 2,973,100 3,865,030
SweetPotato 84 446 153,196 160,121 168,129 176,564
G oundnut 70,500 91,128 104,730 115,200 126,723

SOURCE: M histty of Agriculture and Food Security

During the review pericd, the sector received assistance fram both the goverrment and external donors. The
World Bank approved a grant of USS30million for the establishment of the Rural Private Sector Develoanent
Project, in support of pro- poor econanic growth for security and joocreation. The project aims at providing
sugeort to initiatives directed at improving the quality of produce for both the darestic and export markets and
assisting in strengthening merketing orgenizatians at the producer levels. Tt would also provide limited supcort
for filling critical gaps in infrastructure alag the value dwain of agricultiral camodities, in cafjunction with
initiatives supported by the goverrment and other donors. The project is to be implemented in four canponents.
The first phase, valued at USS11.37m, is aimed at improving darestic distrilbution charmels for agricultural
products, in arder to improve the ability of famers and traders to merket their goods in the capital city (Frestonn)
and other large damestic markets. The second carponent worth USS6.12m, involves providing the necessary
tools and services to pramwte agricultural exports of camodities such as cocoa, coffee, cashew, dlpalm,
cassava and ginger .The third camponent costs USS$S7.03m and is aimed at providing support to farm-based
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organizations and technology improvament through increasing farmmers’ access to improved agricultural tedmology
and practices. The last canponent is valued at US$S5.47m and relates to the provision of policy regulations in
terms of financing the develoarent of key policy regulations, the policy menagarent function and the monitoring
and evaluation process.

During the periad the agricultural policy of the govermment erdhasized on encouraging private participation in
trade in irputs such as fertilizers, seedlings, etc. by farmers.

The production of rice, the staple food of the comntry, was estimated to have significantly increased to 1,432.80
thousand metric tons in 2007, about 34.87 percent and 88.82 percent higher than the levels recorded for 2006
and 2005, respectively. Other major crops also recorded increased output in the year, with ocutout of meize
increasing by 12.56 percent to 54.94 thousand metric tons, cassava by 30 percent to 3,865.03 thousand
metric tons, sweet potato by 5 percent to 176.54 thousand metric tons and groundmuts by 10 percent to 126.72
thousand metric tons.

Actual data on fish production in 2007 was unavailable ut estimates fram the Ministry of Fisheries and Marine
Resources indicate that total fish production increased fram 134,248 metric tons in 2006 to 142,378 metric
tons in 2007. Of the total fish produced, industrial catch accounted for 15,862.70 metric tons and shows an
increase of 15 percent on the total for 2006.

Coffee shipment rose by 68.33 percent to 2.48 thousand metric tons in the review period fram 1.48 thousand
nmetric tans in 2006. The rise in coffee production was partly driven by the rise in the world market unit price of
the camodity fram USs2,270.39 in 2006 to USS2,435.75 in 2007, and partly attributed to increased donor-
sugport to cash crop fanmers, which facilitated rehabilitation of their famms. Shipment of coooa however dragoed
by 217.42 thousand metric tons (1.56%) to 13.72 thousand metric tons in the review period notwithstanding the
increase in the average world market price of cocoa fram US$1,595.51 in 2006 to USS1, 945.23 per metric ton
in 2007.

Livestock Production

Livestock production contirnued to receive govermment’ s attention. During the vear, the goverrment, through the
Ministry of Agriculture and Food Security, provided the relevant sugoort to the sub-sector. Notwithstanding
however, trends in the sub sector showed a mixed outturn for the year. Estimates an livestock production
indicated that cattle production during the year drogoed by 14.30 percent to 300,000; while that for goats

Tabl 3

Livestock Production Estim ates (2003 -2007)
L ivestock 2003 2004 2005 2006 2007
C attle 170,000 200,000 250,000 350,000 300,000
G oats 258,000 350,000 438,000 540,000 550,000
Sheep 200,000 300,000 375,000 470,000 470,000
Ducks 350,000 400,000 550,000 n.a. n.a.
P igs 6,800 8,500 10,200 n.a. n.a.
R abbits 900 1125 1,350 n.a. n.a.

Source: M inistry ofAgriculture and Food Security
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increased by 1.9 percent to 550,000. Production statistics on ducks, pigs and raldoits were unavailable but
trends in their cutput showed that the runber of these products reared increased over the one-year pericd.
Also, the rmunber of sheep reared in the pericd under review was recorded at 470,000, just about the aggregate
recorded for 2006.

Manufacturing

Develoarents in the marufacturing sub-sector were mixed in the review period. While nmost industries registered
margiral increases in their cutput levels, others experienced significant reductians in their production levels.

Tacal ocugout of beer & stout produced in 2007 decreased oy 51.99 thousand cartons (6.25%) to 780.11 thousand
cartons, though increasing fran 379.72 thousand cartons in the first half of 2007 to 400.40 thousarnd cartons in
the second half of 2007. The drop in output over the year was due to a carbination of factors including
shortages in water supply and strong canpetition fram imported brands. It was also the result of frequent
breakdowns in the production plants during the year. In amtrast, the level of output of Maltina drirk ard sof t
drinks increased by 12.72 thousand cartons (7.95%) to 172.76 thousand cartons and by 342.95 thousand
crates (16.42%) to 2, 431.70 thousand crates respectively, over the pericd. Output of Maltina recorded 85.82

thousand cartaons in the first half of 2007, increasing to 86.94 thousand cartons in the second half of the year.
Similarly, the volure of soft drink produced rose fram 939.44 thousard crates in the first half of 2007 to
1,492.26 thousard crates in the second half. The increase in the level of both products was in response to
increased damard for the products against the backdrop of increased availability of raw materials.

Production levels for acetylene and oxygen decreased by 99.88 thousand cubic feet (34.28%) to 191.45
thousand cubic feet, and 367.79 thousand cubic feet (46.46%) to 423.85 thousand cubic feet, respectively in
2007. The level of acetylene produced was 92.32 in the first half of 2007, rising to 99.13 thousard adbic feet in
the second half of the year, while production of axygen recorded 250.85 thousand cubic feet in the first half of
the period under review, decreasing to 173 thousard adbic feet in the second half. The decrease in the
production of koth gases in 2007 was due to a reduction in damand.

The volures of confectionery and camon soap produced in the reporting period increased by 811.09 thousand
pourds (34.81%) to 3,140.94 thousand pounds and 154.27 thousand metric tons (33.01%) to 621.63 thousand
netric tans, respectively. The marked increases in output were in response to increased demand during the
vear relative to 2006. Output of confectionery however drogped fram 1,581.92 thousand pourds in the first half
of the year to 1,559.02 thousand pounds in the second half, while that of camon soap decreased fram 315.30
thousand metric tons in the first half to 306.33 thousand metric tans in the second half of the reporting year .

Production of paint and canent increased in the reporting period by 14.24 thousand gallons (9.97%) to 156.97
thousand gallons and by 1.40 thousand metric tons (0.60%) to 235.83 thousand metric tons respectively,
relative to 2006. The increase in the outgout levels of both products over the vear was explained by increased
amstruction and renovation activities in the review period. Paint production was 89.92 thousard gallans in the
first half of 2007, hut decreasing to 67.04 thousard gallons in the second half, while ocutput of cament was
143 .24 thousand metric tons in the first half, decreasing to 92.60 thousand metric tons in the second half.

Output levels of Jurbo cube condiment and flour decreased over the year by 9.37 thousand cartons (28.15%)
to 23.91 thousand cartons and 0.04 thousand metric tons (0.29%) to 13.55 thousand metric tons, respectively.
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In the case of Jurbo cube, production drogped to 10.91 thousand cartons in the second half of 2007 fram 13.00
thousard cartans in the first half. Similarly, outgout of flour drogeed to 6.04 thousand metric tons in the second
half of 2007 fram 7.51 thousand metric tons recorded in the first half of the year. The marginal drop in flour
production over the period resulted fram the cessation of production by the Flounmill Canparty in the last
quarter of the year. Candle production dropoed significantly fram 8.91 thousand cartons in 2006 to 2.48
thousand cartons in 2007, due to the introduction of variocus imported rands into the market. Output volume
was 1.13 thousard cartans in the first half of 2007 but increased slightly to 1.35 thousard cartans in the
second half.

Mining

The mineral sector contirued to be buoyant with the production of kauxite, rutile, ilmenite and diavond registering
further increases in 2007 over the preceding year . The volure of bauxite mined in the reporting year increased
by 97.90 thousand metric tons (9.14%) to 1,169.04 thousand metric tons. On a half-yearly basis however,
production drogeed fran 623.84 thousand metric tans in the first half of 2007 to 545.19 thousand metric tons in
the secod half. The increase over the year was directly associated with further expansions of mining activities
into new areas. Output of rutile also increased by 9.21 thousand metric tons (12.51%) to 82.81 thousand
nmetric tons in the sare period. Tt recorded 42.25 thousand metric tons in the first half-year ut drogeed to
40.55 thousard metric tons in the secand half. The increase over the year was attrilbuted to a significant
increase in mining activities following an increase in the runber of miners an the ground. The total volure of
ilmenite produced in 2007 increased by 1.93 thousand metric tons (13.98%) to 15.75 thousand metric tons,
increasing fram 6.47 in the first half to 9.28 thousard metric tons in the second half. The yearly increase in
outgut was mainly associated with the increase in rutile production, the fonmer being a bye-oroduct of the latter.
The total volume of gold produced in the period under review increased markedly by 4.53 thousand ounces
(198.55%) to 6.82 thousand ounces, relative to 2006. Output was 4.67 thousand ounces in the first half of 2007
Tut drogeed to 2.15 thousand ounces in the second half of 2007, due to seasonal factors. The highest volume
of gold output (1,147.69 ounces) was recorded in May, while the lowest of 83 ounces was recorded in Octdoer
2007. The incentive created to gold miners, following the marked increase in the world market price during the
vear was partly responsible for the significant increase over the year . An additional factor was the expansion
of alluvial gold mining activities into newly discovered deposits. The volure of diamond shipments as recorded
by the Gold and Diamond Department (GDD) increased to 603.70 thousand carats in 2007, 22.37 thousand

Tabk 4
M nemlProducton 003-2007)
berbd Gold D iBm ond Bauxie Rutlke In enie
©000'ounces)| 000'Carmt| O00'M tons)| 000'M tons)| OC00'M tons)
2003 018 506.82 - - _
2004 0.86 693.10 - - -
2005 1.69 668 .81 - - -
2006 228 582 .33 107114 73.6 13.82
2007 6.82 603.70 1,169.04 82 81 15.75

SO URCE :G overmm entD iam ond D epartm ent

10
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carats (3.84%) higher than the level in 2006. Of the total volume, gan damonds accounted for 370.61 thousand
carats while industrial diamonds totaled 233.09 thousand carats. Output fram kimberlite mining by Koidu
Holdings increased to 147.37 thousand carats (24.40%) in 2007 canpared to 93.14 thousand carats (15.99%)
in 2006. Output fram alluvial diamond mining however dropped to 456.54 thousand carats in 2007 fram 489.19
thousand carats in 2006. Tccal shiprents of diamond in the first half of 2007 was 375.37 thousand carats it
decreased to 229.33 thousard carats in the second half of the review period. The month of Decarber recorded
the least volure of shiprent of diamond at 24.67 thousand carats following the cessation of the mining
operations of Koidu Holdings. The highest shipment of 74.88 thousand carats was recorded in the month of
July 2007.

Services

Transport

The ruroer of vehicles registered during the review period increased by 316.00 (2.5%) to 12,984. Of this total,
motor cycles increased by 68.90 percent to 5,231, Utility vans and Station Wagons (non—camercial) by 2.3
percent to 2,178 and Tractors and Trailers Unit by 39.6 percent to 32. During the same period however,
decreases were recorded in the rumber of private cars registered by 2.3 percent to 1,840, Taxis by 26.9
percent to 1,193, van/buses (25 passengers) by 21.10 percent to 1632, buses (above 25 passengers) by 15.7
percent to 82, trucks (with 6 tyres) by 7.4 percent to 387 ard trucks (above 6 tyres) by 59.3 parcent to 57. Tad
vehicle licenses issued during the year increased by 1,171 (3.1%) to 39,038. Of the total, licenses an motorcycle
rose by 50.6 percent to 7,858, utility vans ard station wagon (non-camercial) by 11.4 percent to 7,328, trucks
(with 6 tyres) by 16.7 percent to 1,568 and trucks ard trailers unit by 32.5 percent to 277. Decreases were
however recorded for private cars by 7.6 percent to 10,992, taxis by 15.5 percent to 4,588, vans/buses (25
passengers) by 1.7 percent to 5,284, uses (above 25 passengers) by 13.2 per cent to 303 and trucks by 2.5
per cent to 356. In order to boost transportation service between Sierra Ieone ard the Republic of Guinea, the
Ministry of Transport and Aviation camissioned a new Ferryboat “F B THANASIS” at the Government Wharf,
in the last quarter of 2007. The Ferryloat will ply the Frestomn-Conakry sea route ard is expected to facilitate
trade between the two countries.

Communications

The camunications sector continued to expand with a total of 12 (twelve) newspapers recorded registered
with the Indeperdent Media Comission ratiawide in the review period. Of this total anly ane is located in the
Southern Province while the raemaining 11 are located in the Westem ZArea. A new satellite provider YES
Television Station, Sierra Leae Limited was also registered in the yvear . The existing five nobile telecamunication
companies namely the CELTEL, COMIUM, TIGO, AFRICEL and DATATEL Tele-Communications Companies
contirued to operate countrywide through out the period under review, epanding their coverage further into
other areas in the provinces as well as providing new product s to their custarers. 2An aggregate of eight (8)
radio stations were registered with the Independent Media Camission in 2007. These include the Association
of Radio Maria, Free Radio and Radio United Nations. The latter also has sub-stations located at the Memmy
Yoko Hotel in the west end of Freetown and the Koidu, Kailalun, Bo and Kenema townships

Electricity Generation
Tn—soite of the repairs to the Natiawl Power Authority power generating plants and distrilbution lines by the
technical team fram Morocco, following a bilateral arrangement between the govermments of Sierra Leone and
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Morocco, total electricity generation ramained well short of the increasing damerd for power supply by the
industrial sector and darestic consumption in 2007. Tdal electricity generated amounted during the year
amounted to 31.93 Gw/hr, slidhtly belaw total output of 31.98 Gi/hr in 2006. Electricity generated during the
review period was augmented by output from the 15 MW generators under rent from the independent power
producer, the Gldel Trading Group, which camenced production in Decamoer 2007 with an initial output of
0.68 GW. A second independent power producer, the Incare Electric Campany, which was scheduled to
camence operation in Decarber of the reporting year with the 10 MW generators stationed at Blackhall
Road in the east end of the city did not camence as scheduled.

In its drive to improve electricity sugply in Freetown and its ewirons, the govermment, in the last quarter of
2007, engaged in a tamporary measure by contracting a 15 MW rental power supply for one year fram the
Gldmal Trading Group, an independent power producer, with funding amounting to USS$32mn provided by the
International Develogment Association (IDR) of the World Bank. The Government also contracted a 10 MW
rental power sucply for one year fram Incare Electric, also an independent power producer to camplement the
15 MW provided by the Global Trading Group. While providing tamporary power sucoly, goverment is actively
working with its develoament partners to enhance campletion of the Burioma Hydro-Electric Power Plant.
The independent power providers produce and sell electricity to the National Power Authority, who in tum sells
to consumers.

Electricity generated dragped steadily for the most part of the first half of 2007, reaching its lowest level of 1.05
Gw/hr in May 2007. Tt increased slightly in June to reach its pesk at 4.22GW/hr in August 2007. Output
fluctuated in the remaining period recording 3.23GW/hr in Decamoer 2007. Over the ten-year period to 2007,
the lowest yearly output of 31.93 Gi/hr was recorded in 2007 while the highest yearly of 123.50GN/hr was
recorded in 2002.

Construction

During the year 2007, substantial donor support was directed towards improving the road network in the
country . This included funding of a total of 650 kilareter rural /fesder road netwark in the four provincial districts
of Port Loko, Kambia, Pujehun and Kenema by the Eurcpean Union, the signing of a loan agreament between
the Govermment of Sierra Leone and five external donors nanely, the Organisation of Petroleum Exporting
Countries (OPEC), Kuwait, Saudi Fund, BADFA ard the African Develogment Bank (AfTB), for the construction
of the Kenama—Koindu Highway and funding for the construction of the Tokeh-Tumley Road Project by Kuwait
and OPEC. Wark an the Tokeh-Tumley Road project comenced with the clearing and demolition of structures
within the higlway in the review year . The bidding process for the rehabilitation of 550 km feeder roads in
Barbali, Tonkolili and Kailahun camenced in the review period. The amtract for the rédwbilitation of the
Songo-Moyanta road was also awarded in the review period and bush clearing and eartlwork are in progress.
The project is funded by the Burgoean Unian. The bidding process for the award of contract for the rahabilitation
of the Makeni-Matotoka and Bo-Makeni highway also camenced during the year under review and work is
expected to camence in 2008. The first phase of the contract for the construction of the Freetown-Conakry
road was carpleted in the review period, while the second phase was terminated in the same period, due to
non-performance on the part of the cotractor . Tt is however expected that the second phase would cammence
in 2008. The Kambia-Makeni Road Rehabilitation Project was carnpleted during the review period, while major
sStreet s in the Makeni Township were also reabilitated with funding fran the European Union.
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T a b le 5

B uild in g P e rm its issu e d for Freetow n and G reater Freetow n
200 4 2005 2006 * 2007
R e sid e n tia 1 350 520 915 1047
C om m e rcial 9 55 75 6 1
w a ll Fence 51 80 8 2 17 2
S ch oo ls 1 4 8 6
C hurches 3 8 5 5
M o sqgue s 2 0 3 3
H o sp ita 1ls 2 0 2 3
H oard in g s 4 0 0 0
T o ta 1 422 6 6 7 1090 1297

* R evis ed figu re s

SO URCE :M inistry o fLands and C ountry P lanning

The rmunber of building permits issued in the review period increased to 1,297 in 2007 carpared to 1,090 in
2006. Residential luilding permits accounted for the ulk of the total huilding permits issued, at 1,047 and
reflecting an increase of 14.43 percent of the total. Permits issued for wall fencing increased significantly by
109.76 pearcent to 172, while that for camercial buildings decreased by 18 percent to 61. Permits for the
construction of school uildings decreased by 25.0 percent to 6, while the runber of permits for churches and
hospitals ramained the same at 5 and 3, respectively.

Tourism

The private sector contirues to play an active role in the tourism industry aided by a conducive envirament
provided by Govermment. The significantly improved quality of service delivery rendered oy hotels, guesthouses
ard other tourist establishments is additiamal booster to the industry . Although the total rumber of identified
tourist establishrents decreased in the review period fram 356 in 2006 to 344 establishment in 2007, the total
rnunber of hotel and guesthouse beds increased to 2,761 in 2007 canpared to 2,642 in 2006. The total rumer
of tourist arrivals to the comtry dropoed by 1,481 to 32,223 in 2007. The drop may ke attributed partly to the
uncertainty surrounding the election process during the year . The runber of visitors on business and to family
marbers and relatives drogoed respectively by 11.43 percent to 9,571 and 3.51 percent to 4,154, while increases
were recorded for visitors on holidays and conferences oy 27.26 percent to 3,842 and 4.50 percent to 1,812,
regpectively. Statistics on visitars by place of residence indicate increases in the rurber of visitors fran the
Economic Commission of West African States (ECOWAS) by 1.35 percent to 6,909, Non- ECONAS by 19.12
percent to 3,937, and Burope by 8.19 percent to 11,327, while decreases were recorded in the nurber of
visitars fran Asia by 46.05 percent to 2,275 and middle East by 37.54 percent to 965. Also as a boost to the
tourdist imdustry, the Gola Forest in the Southern Province of the country was declared as National Park during
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hflation

Annual Average Inflation

The average arrual national inflation rate increased to 10.37 percent in 2007 as capared with 9.93 percent in
2006. The increase in the armual average inflation was a reflection of increases in the average inflation rate in
all the urban townships, with Freetown recording an increase of 5.00 percentage points to 12.46 percent, Bo by
2.93 percentage points to 10.99 percent, Kenama by 4.84 percentage point s to11.97 percent and Makeni by
5.12 percentage point s to 11.45 percent.

(On a national hasis, price increases were recorded in all the main group indices except for “Education” where
the consumer price index dropped slightly oy 0.30 percentage points. The highest increase was recorded in
“health” service (60.55%) and the least increase was recorded for “clothing and footwear” (5.25%) .

Year-on-year Inflation Rate

The year-on-year national inflation rate increased to 12.15 percent in Decenboer 2007, about 4.26 percentage
points higher than the rate for Decarber 2006. Like the armmual average inflation rate, the increase in the year-
o year inflation rate was reflected in the indices for all the uren tomnships with Bo Town recording the highest
increase by 7.73 percentage points to 13.07 percent, followed by Kenama by 7.70 percentage points to 12.99
percent, Makeni oy 5.38 percentage pointsto 11.05 per cent and Freetown by 3.43 percentage pointsto 11.17
per oant.

Between March 2006 and Jaruary 2007, the national inflation rate was maintained at single digit. It however
reverted to double digits in Felruary 2007 (12.56%) . The double digits position was maintained through out the
ramaining period of the year to record 12.15 percent at end Decarber, thus falling artside the sirngle digit
inflation rate dojective of the Bank. The double digits inflation rate was due to a carbination of factors which
included supply constraint arising partly fran the Guinea crisis ard partly fram uncertainty associated with

Chart4d
hflation Rates (Yron-Yr) -2007

16.00

15.00 1

—e—Freetown —=—Bo f/\
1400 Kenem a M akeni \/,l\

N P
VAN

10.00 \/

9.00 1

13.00 A

hflaton Rate

7.00

January ~ Febmar M arch April May June July August September October November Decem ber

Period



BANK OF SIERRA LEONE

Table 6
In flation Rates (Freetown) -2007
. C onsum er Price Y ear-on-Y ear | M oving Average
Period M onthly & ) g g
Index &) &)
1 2 3 4 5
January 806 .55 153 981 923
February 827 .10 255 12 .80 921
M arch 812.77 -1.73 10.10 896
April 824 .00 138 11 44 890
May 821 .84 026 10.02 8.79
June 83090 110 1022 8 .88
July 828.79 -025 913 9.03
August 859 50 371 1213 953
Septem ber 87049 128 1153 994
October 891.01 236 13 34 1048
Novem ber 905 .83 166 1516 1119
Decem ber 903.72 023 13.76 11.65
SOURCE : Statistics Sierra Leone
Tabk 7
hfbton Rates Bo,Kenem a,Makeni) -2007
Bo Kenem a M akeni
Perid
CPT Monthly &) Yearon-Year CPT Monthly &) Yearon-Year CPT Monthly | Yearon-Year
&) &) &) &)
1 2 3 4 5 6 7 8 9 10
January 13910 213 750 14430 169 760 14220 380 780
Febmary 14360 324 1130 14900 100 1240 14960 520 1270
March 143 66 004 1076 14096 540 978 14722 4159 994
April 14869 350 1331 142 67 121 1115 15102 258 1307
May 147 88 054 1209 14751 339 1167 15443 226 12 47
June 14897 074 1245 15083 225 1242 15538 062 1194
July 15129 156 1208 15311 151 1149 15191 223 1089
August 15540 272 1428 15520 137 1270 15610 276 1270
Septem ber 15758 140 1485 15848 211 1274 15350 167 1052
October 15570 119 1329 15570 475 1330 15530 117 1310
Novem ber 15518 033 1415 16248 435 1477 15280 461 1150
December 154 02 075 1313 16040 128 1300 15270 007 1110

Source: Statstcs SEna Leone
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2007 national elections, expansionary monetary activities by the govermment and the increases in world fuel
prices, which was translated into increased transportation costs across the country, as well as hikes in the
prices of goods and other services.

In Freetown, the year-on-year inflation rate shot to double digits in Jaruary 2007 and was naintained for most
of the periad exospt for May and July 2007 when the rate drogoed to single digit. The highest rate was recorded
in Feoruary (13.1%) while the lowest was recorded in July (9.50%). Increases were recorded in most of the
main group indices except for “camunications” and “miscellanecus goods and services” where the indices
dropped respectively by 3.16 and 11.68 percentage points. The index for “education” remained unchanged.
The highest increase was recorded for “restaurant and hotels” (26.13%) and the least increase was recorded
for “recreation ard cultire” (4.09%) .

InBo Town, the year-an-year inflation rate was in single digit (7.50%) in Jaruary 2007, but rose to dodble digits
in Feruary 2007 and was maintained in double digits through out the ramining period recording 13.13 percent
at end Decarber 2007. The highest rate at 14.85 percent was recorded in Septeamber 2007. Increases were
recorded for most of the main group indices exoept for “restaurant and hotels” where the index drogped by 0.70
percentage points. The indices for “comumnication” and “restaurant and hotels” ramained the same as in
2006. The highest increase was recorded for “food” and “non-alccholic beverages” (21.39%) and the least
increase was recorded for “housing, water, electricity ad other fuels” (8.28%)

In Kenema Town, the yvear-on-year inflation rate was in double digits for most of the period exoept in Jaruary
and March when it recorded single digit inflation rates of 7.60 percent and 9.78 percent, respectively.The
inflation rate fluctuated through ocut the period under review to record 13.00 percent at end Decarber 2007. The
highest rate recorded was 14.77 percent in November 2007. Increases were also recorded for all the main
group indices except for “recreation and culture” where the index dropped by 4.57 percentage points. The
highest increase was recorded for “health “(54.55%) while the least increase was recorded for “restaurant and
hotel” (1.83%).

The year-on-year inflation rate for Makeni Town moved fram 5.7 percent in Decamber 2006 to a double-digit
position of 11.1 percent in Decanber 2007. Single digits inflation was recorded twice in the year, in the month
of Jaruary (8.2%) and the month of March (7.9%). The rest of year recorded double digits. Increases were
recorded in most of the main group indices excgpt for “clothing and footwear”, “cammications” and “recreation
and culture” where the index drogoed by 2.41 percent, 26.93 percent and 6.74 percent, respectively.The
highest increase was recorded for “food and non-alcoholic beverages” (23.29%) and the least increase was
recorded for “restaurant and hotels” (1.50%) .

In the period under review, darestic pump prices of petroleum products (petrol, diesel and kerosene) were
revised upwards. The price per unit was increased fram Iel2, 950 in October 2007 to Lel4d, 500 in Novanber
2007. The adjustment of prices was in response to increases in the world market prices of petroleum products.
The adjustments also included reduction in storage fees fram US$4.70 per metric ton to USS2.70 per metric
ton; other charges were reduced by USS2.0 per metric ton on white products and by USS1.0 on fuel oil. The
uniform price adjustment factor was also reduced by 1e50.00 per gallon on all products.
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Fiscal Operations

The 2007 budget presented to Parliament on October 27, 2006, aimed at maintaining fiscal and macro econanic
g dality, improving infrastructure to support rapid econanic growth, jdbo creation and poverty reduction. The
ned for vital social expenditure in health and education was also aenphasized. However, regardless of the
nmacro economic envirorment, marked by a stable exchange rate and rising official reserves mainly fram
delayed donor inflows, econanic perfomence over the year deteriorated, partly reflecting delayed donor
dishursarent and low darestic reverue collection. The shortfalls in darestic reverue that started in the
second half of 2006, worsened in 2007. These slipoages seriously affected Sierra Leone’s perfonmance under
the Poverty Reduction and Growth Facility (PRGF) arrangament with the Intermational Monetary Fund (IMF) .
The quantitative performance criteria under the Programme for end Decamber 2006 and end March 2007 were
breached. Consequently, the Second Review under the Programme conducted by the IMF in Zpril 2007 was
not concluded.

In response to the need to preserve the fiscal balance Goverrment adopted a Cash Budget management
systam in ZApril 2007 which matched expenditure payments to available receipts This gooroach led to a
significant reduction in darestic bank financing of the udget.

Govermment ' s budgetary ooerations in the review period relative to the 2007 budget reflected deviation as
highlighted. Tdral revenue and grants amounting to Le780.16kn (15.67 per cent of GDP) was Le398.48n
(33.81 percent) and 1e58.06n (7.44 percent) lower than the budget estimate of Iel, 178.64m and the preceding
vear s level of 1e838.22m respectively, mainly as a result of lower then expected receipt s fran foreign grant s
Tdaral darestic receipts recorded at 1e536.28m (10.77 percent of GDP) showed a short fall of Iel138.62n
(20.54 percent) on the budget estimate but exceeded the level of 1e497.15n in 2006 by 1e39.14n (7.30
peroant) . The short fall in darestic receipts, relative to the budget estimate reflected a wesk perfonmance in all
sources of damestic revenue. Receipts fram Custans and Excise amounting to Le308.39%m (6.20 percent of
@DP), contributed 57.50 percent to damestic receipts and were 1e56.11m (15.39 percent) short of the budget
estimate of 1e364.50m. The total was however 1e30.82m (9.99 percent) higher than the 2006 level of 1e277.57m.
Tnport tax receipts accounted for 81.65 percent of total Custans and Excise collections, followed by collections
fram excise on petroleum with 13.46 percent, and darestic sales tax with 2.92 percent. The lower collections
fram Custarns and Excise Department relative to the udget was partly attributed to the uncertainties created
by the election processes in the period under review, as well as the indiscretionary award of duty waivers and
oter tax exanptions granted to selected inporters. Tdal collections fran the Tncaore Tax department totaling
1e146.30n (2.94 percent of GDP) was Leb51.80n (26.15 percent) below the budget estimate, due to the
adverse effect of the energy crisis, via high goerating costs of lhusiness enterprises, thus resulting in lower
corporate profits and the dowrmward revision of corporate tax dues by sare major carpanies. Incare tax
receipts for the period under review however exceeded corresponding receipts in 2006 by Le8.19%m (5.60
percent) . When compared with the West African Monetary Zone (WAVWZ) criterian of totdtax reverue to Gross
Darestic Product (GDP) ratio of not less then 20 percent, the tax reverue ratio attained at 9.13 percent of
GDP in 2007 was far below the target. Under the Incare Tax category, “persaal incare tax” contrilbuted
50.71 percent, followed by “camparty tax” with 35.12 percent and “other taxes” with 14.17 percent in the review
period. Revarue fram Miscellaneous Ttarns at Ied7.24n was 37.04 percent below the ludoet target of Le75.03n
Tt 11.47 percent above the previous year s position of Iedl.82nm. In the Miscellaneous category, collectians
fram other departments carprising royalty an fisheries, dividends fran parastatals ard “other revae” contriluted
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Table 8

Governm entFiscalOperations

(h M illions ofLeones)

2006 2007 Budget2007
1 2 3 4
TOTAL REVENUE (PLUS GRANTS) 838,219 780,156 1,178,639
DOMESTIC REVENUE 497,147 536,284 674,908
O fwhich:
Custom s & Excise 277,566 308,388 364,500
In port Taxes 197,315 251,796 256,609
E xcise on Petroleum 58,281 41,500 77,638
O therE xcise Dutties 12,639 6,077 11,227
Dom estic Sales Tax 9,331 9,015 19,026
Incom e Tax Departm ent 138,105 146,296 198,100
Com pany Tax 64,714 51,375 90,822
Personalhcom e Tax 57,465 74,189 83,413
O ther Taxes 15,926 20,732 23,865
M iscellaneous 41,820 47,236 75,030
M ines Dept. 14,743 18,573 30,003
Royalty on Rutile 1,131 367 2,000
Royalty on Bauxite 1,050 1,941 4,200
Licences 12,562 16,266 23,803
O therD epartm ents 27,077 28,663 45,027
Royalty on Fisheries 4,025 3,293 11,550
Parastatals 8,354 6,490 11,707
O therR evenues 14,698 18,880 21,770
Road UserCharges 39,656 34,364 37,278
GRANTS 341,072 243,872 503,731
Program m e 218,500 168,050 244,847
HIPC DebtRellefAssistance 37,697 39,535 47,164
UK DFD) 67,468 93,779 111,561
EU 37,032 31,862 57,243
AFDB 46,171 0
W B 30,132 0
Project 0 8,070
DDR 0 0 0
Developm ent P rojkcts 122,572 70,626 258,884
TOTAL EXPENDIWTRE & NET LEND IN G 913,803 826,165 1,222,473
O fwhich:
CurrentExpenditure 697,546 649,476 775,611
O fwhich:
W ages & Salaries 271,531 294,340 304,602
Dom estic hterest 89,098 97,865 84,258
Foreign hterest 29,521 16,720 28,979
G oods & Sermwices 205,093 145,526 225,227
Transfers to LocalCouncils 27,022 19,303 47,083
DDR 0 0
SocialOutlays 0 151 1,468
G rants to Education Ihstitution 29,565 27,365 31,626
Transfer to Road fund 39,656 34,364 37,278
E lections & Dem ocratisation 6,060 13,842 15,090
Developm entExp.& NetLending 216,257 173,764 446,862
Foreign Loans & G rants 170,458 132,376 364,997
Loans 47,885 61,750 106,113
G rants 122,573 70,626 258,884
Dom estic 44,100 41,388 81,865
Subsidies 0 0
Lending M inus Repaym ent 1,699 2,925 0
CURRENT BALANCE+ /- (Including grants) 140,673 130,680 403,028
ADD DEVELOPMENT EXPEND ITURE (216,257) (173,764) (446,862)
OVERALL DEFICTIT/SURPLUS +/-(Incl.grants) (75,584) (43,084) (43,834)
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Table 8 contd..
Govemm entFiscalOperations
(n M illions ofLeones)
2006 2007 Budget2007
FNANCNG 75,584 43,084 43 834
Dom estic 13,358 54154 10,221)
O fwhich:
Bank Fmhancing 5,643 47 614 12,221)
Bank ofS ierra Leone 13,285) 53,277 12.221)
Comm ercwlBanks 18,928 5,663)

Non-Bank Fhanchg 7,715 6,540 2,000
Extemal 29,649) 39,137 31,189
O fwhich:

Loans 47 885 61,750 106,113
Progct 47,885 61,750 106,113
Programm e 0 0 0

Am ortdsation (77,534) @2413) (74 .924)

DebtRelef 0 19,800 0
O thers* 91,875 50,207) 22 866

* 0 thers nclude reshedulng v rite off,

fnanchg gap,privatisation net& unaccounted am ounts

Source:BudgetBureau,MOF

60.68 percent of the total collection while Mines dgpartment amtributed 39.32 parcant. Miscellaneous collectians
in the second half of 2007 were lower then the first half of the sare year . The lower receipts fram Miscellaneous
Ttarns, relative to the Iudget estimate was due to the late enactment of the 2007 Finance Bill, which caused a
delay in the implementation of the new rates for Royalties. Also, the dispute over the kimberlite method of
blasting diamond deposits in the Kano district affected miscellanecus collections.

During the year receipts fram road user charges amounted to Ie34.36m, 7.82 percent and 15.40 percent
below the budget target of Le37.28m and preceding the 2006 position of 1e39.66n, due to the dowrmard
revision of darges per gallo of petrol and diesel over the last quarter of 2007. During the reporting perdod total
grants including support fram the Peace Building Fund amounted to Ie243.87m (4.90 percent of GDP), 51.59
percent and 39.86 percent lower than the budget estimate of Leb03.73kn and the preceding year’s position of
1e341.07n, respectively.The short fAll ingat s received was mainly due to the non—dishursarent of external
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Chart5 -Com positon ofGovemm entRevenue -2007
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budgetary support from the World Bank. Programme grants received amounted to Lel68.05n and included
receipts of 1e93.78m fram the United Kingdan/Department for International Department, Le31.86m fram the
Furopean Union, Le39.54kn in respect of the Heavily Indebted Poor Country debt relief initiative and Ie8.07m
for peace uilding. Project grants amounting to 1e70.63mn was 72.72 percent and 73.55 percent below the
budget estimate of Le258.88mn and the preceding year’s level of 1el22.57n.

Taral expenditure for 2007 amounted to 1e826.17kn, 32.42 percent lower than projected and 10.61 percent
below total cutlay for 2006. The share of total expenditure in GDP was 16.60 percent. Current expenditure for
the period, recorded at 1e649.48n (13.05 percent of GDP), was 16.26 percent and 7.40 percent kelow the
budget estimate and the preceding year ‘s position, regeectively.The short fall in arret exaditure, relative to

Chart6 -Com positon ofGovemm entRecurrentExpendiure -2007
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the projected level, was due to the adoption of the cash budget management system in 2April 2007, which
accamodated expenditure fram only reverue generated for the period. Expenditure on Wages and salaries of
1294 .34n  (5.91 percent of GDP) was 3.37 percent lower than the budget target of 1e304.60n but exceeded
the preceding 2006 level of Ie271.53m by 7.75 percent. The total wage bill for 2007, as a percentage of total
tax revenue for 2007 was 64.74 percent, thus exceeding the West African Monetary Zone’ s benchmark of 35
percent. Spending on goods and services recorded 1eld5.53kn (2.92 percent of GDP), 35.39 percent and
40.93 percent below the budget ceiling and the preceding year s position, respectively . Tdaral interest payments
recorded I1ell4.59m, of which darestic interest amounted to Le97.87n and foreign interest payments
1el6.72n. Darestic interest was higher than its budget target and the 2006 level by 16.15 percent and 8.96
peroent respectively, due to an expansion in darestic borrowing by Goverrment. Tdral foreign interest payments
for 2007 was less than its budget target and the level in 2006 by 42.30 percent and 76.56 percent.

Development expenditure recorded at 1el73.76kn (3.49 per ent of GDP) for 2007, was below the estimated
Tudget ceiling and the 2006 position by 61.11 percent and 24.45 percent respectively, an account of delays in
the disbursarent of funds fram external donors. Darestically financed develoarent expenditure amounted to
I1e41.3%mn for the reporting year and was 49.44 percent and 6.55 percent less than the budget estimate and
the level in 2006, regpectively. The short fall was mainly due to the drop in foreign grant s received in the period
under review. Darestically financed develoanent expenditure was also 9.10 percent of the totdtax recaipts
which was far below the minimum of 20 percent required by WAMZ. Externally financed capital expenditure
recorded 1e132.38m, camprising 1e6l.75n in loans and 1€70.63n in grants.

The overall fiscal deficit including grants for 2007 was Led3.08m (0.87 percent of GDP), karely within the
udget estimate of 1e43.83m. Financing of the deficit was fram both extermal and darestic sources. Darestic
financing for the reporting year totaling 1eb4.15m was fram the Bank of Sierra Leone and the private sector.
Net Claims on Goverrment by the Bank of Sierra Leone and the private sector went up by Le53.28mn and
1e6.54n respectively, while Net Claims on Government by Deposit Money Banks was down by 1Le5.66kn.
External financing totaled Ie39.14m and was 25.48 percent more than the amount udgeted. This constituted
I1e6l.75m as project loans, 1e19.80m in respect of the multilateral debot relief initiative and Ied2.41n as
arortization.

Monetary Developments

Mmetary Policy cmtired to focus an achieving and maintaining a low inflation rate in line with roader macro-
econamic growth. Open Market Operations (OMO) ramained the key instrument in the conduct of monetary
policy . To strengthen monetary policy, a Memorandum of Understanding which sought to convert same non-
negotiable, non-interest bearing stock of securities to tradable securities for monetary purposes, was signed
by the Bank of Sierra Leme (BSL) and the Ministry of Finance (MOF) in the fourth quarter of 2006. The
Mamorandum agreed to issue Le50m worth of securities in Decearber 2006 and an additional Ie50n in 2007.
The first tranche of bills was issued as scheduled and was utilized in mopping wp excess liquidity in the
systam. Out of the cutstanding Le50kn worth of treasury bills to be issued in 2007, only 1e2.50n was issued,
due to the tight fiscal situation following the cash budget policy adopted in 2007 and the caversion of arerging
W ays and Means Advances to treasury bills in the first and second quarters of 2008. During the review pericd,
the attaimment of single digit inflation waes elusive, as the natiawl inflation rate increased further to 12.15
percent in Decarber 2007 as against 7.88 percent in the corresponding pericd in 2006. Contributing factors to
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Tabk9

Monetary Survey (Million Leones)
Dezi6 Mar07 Jun7 Sepd7 Decd/
1 2 3 4 5 6
ResneM aey 336335 348200 341,79 34280 423,758
BreedM aey 8058 B4 X674 970,364 1,078,701
BreedM aey* 63752 737362 739284 311483 85215
NarmawM aey 48998 519143 516,783 06600 Y931
Cunaxy hCiaHim ZBAB 22006 277997 266801 300837
DenadDeocsts 213893 237137 238,786 23989 239,744
QuesiMaey 390211 204 28801 463,14 29121
FaemCuray Deocsis 191986 2228 226390 233221 213A%
TineDgocsis 20002 25840 21906 1602 18,732
SarreDepcsts IB5B| 181978  18860|  206%26| 21730
OtterDeocsts 737 4611 6064 3157 12,738
TineSaicpadFaemCurany daocsisBI) 3908 5,790 5812 4347 6845
NetFasAssts 657401 630534 6%.241 703944 K
BakdfSeal ere 247,715 43D AN 428]164 L6417 536,197
Ass 01226 86077 B2 6B55 647187
Lihities 153451 135,31 155007 15718 110990
CanmacElBaks 200626 248139 268115 257530 365
Asss 20626 248039 268115 257530 65
Lioities [0 [0 [0 [0 0
DanesticCradic 447 440 515156 5054 28112 480,131
ClEmsmCeantalGocNetofwtich 238640 286,708 258,119 266830 20040
BLL A8 645% 67645 8,19 37954
ToalChns 47983 78193 %51 15240571 101247
Deocsis B2A 1358 29306 B34S 63293
CarmeacElBaks 2B951 22213 190474 197021 18266
ToalChns 250039 260426 2988 246446 219323
Decsts 21088 38313 39334 40935 56827
CEmsmNm Financil RublicSedar 5242 6913 10974 60 83%6
CEinsm Priate Sedorofitich 187181 224 223934 246868 263,750
Climsm PriateSedarCanmercel Banks 18640 19,317 218311 22506 20086
ChmsmNaBanking bt 14377 18830 16563 8864 7345
OtherTems N&) 25333 23645 240200 261,65 284,072

SanceRBakofSenal ereadDaoosiM aey Baks
* Bl desFae Cunay Depcsisat theCanmeacERBaks



BANK OF SIERRA LEONE

I

Chart7. Composition ofM oney Supply ™M 2)

1200000 o

1000000

800000

LeMn)

600000 -

400000

200000 A+

03
04

o~
(e}

200604
200701

Period

the high inflation rate were the fiscal slippages and exterral price shocks. The first three quarters of 2007 were
parvaded with declining reverue generation which, coupled with the shortfalls in exterral udgetary inflows
worsened the fiscal kalance and caonpelled the goverrment to resort to bank financing.

The IMF review of Sierra Leone’s performance under the Poverty Reduction and Growth Facility (PRGF)
programe in April 2007 was unsatisfactory and contributed to the non-dishursament of the remaining projected
donor inflows. During the review period, external budgetary support was programmed at US$66.56m and only
USs42.58mn was disbursed of which US$26.93mn from UK/DFID and USS$10.78mn from the European Union
and US$4.87mn as late disbursement from EU as outstanding payment due in 2006. There were no
disbursements from the IMF for Balance of Payments support even though USS$S13.08m was programmed. By

Table 10

Average hterestR ates (percent)
Dec06 |M ar07 | Jun-07 | Sep-07 | Dec-07
1 2 3 4 5 6
Treasury Bills 3-m onths) 1419 1302 17 54 21 .63 21 29
Treasury BearerBonds (l-year) 17.00 13.00 16 .00 17.00 2000
Savings Deposits 763 759 769 739 739
Tin e Deposits
1 -3 Months 10 43 998 1013 9.78 9.70
3 -6 Months 1114 1066 1081 1061 1055
6 -9 Months 1140 10.62 1092 1025 1025
9 -12 Months 12 .83 1217 1217 1213 12 .00
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end Decarber 2007 the three quantitative perfonmance criteria monitored by the Bank of Sierra Leone - Net
Darestic Assets (NDA), Net Damestic Bank Credit (NDBC) and Gross International Reserves (GIR) under the
PRGF Arrangement were met.

The key monetary variables, Broad Money (M2) and Reserve Money (RM) expanded during the period under
review. Money Supply grew by 1e199.19kn (22.65%) to 1el078.70n, which was 1.20 percent higher than the
preceding year’s growth rate of 21.45 percent. The growth was occasioned by increases in the camercial
banks’ Foreign Currency Deposits (Le81.50m or 42.45%), Savings Deposits (Led2.74n or 25.20%), Currency
in Circulation (ILe34.43kn 12.50%) and Damand Deposits (1e25.85n or 12.42%) . The expansion in M2 was
nmainly fram the rise in Net Foreign Assets (NFA) of 1e225.24ln (34.26%) . Net Damestic Assets during the
period drogoed by Le26.05n (11.73%) to Le 196.06km. The main source of the overall increase in NFA was the
growth on claims on overseas banks by the caomercial banks, coupled with the disbursements of external
donor funds. Reserve Money expanded by Le87.42In (25.99%), due to the increase in Currency Issued
(Le55.48n) and Bankers’ Deposits (Le28.72km) . The rise in Reserve Money was the result of the utilization of
the Multilateral Debt Relief Initiative (MIRI) resources (Le28.80n) for payment of davestic arrears, coupled
with depositsttaling Le24.20n at the Central Bank from two new cammercial banks (United Bank of Africa
and Skye Bank) which are yet to commence operations. Growth in RM, at 26.20 percent, was twice the 10.65

percent recorded in the corresponding period in 2006.

Net Claims on Govermment by the banking sector rose in the first and third quarters of 2007 by 1e48.07m ard
1e7.71m but dropped in the second and fourth quarters by 1e28.59m and 1e64.96m, respectively.This could
Te attriluted to the cash udget introduced in 2pril 2007, coupled with disbursaments fram UK/DFID in quarter
farr (4) of 2007. The introduction of cash budget management in ZApril 2007 contributed to the boosting up of
goverrment deposits at the Central Bank and resulted in the drop in net claims in May and June of the reporting
vear . The position deteriorated in the third quarter lut eased with the receipt of donor funds in the fourth quarter,
which improved the situation at the end of the year.The overall position for the entire year was however a
decline of 1e37.99m (15.92%) to Le200.65n. Over the review period, Bank of Sierra ILeone’s Net Claims on
Governrment increased by Ie3.27m (9.41%)as a result of increases in their holdings of treasury bills (Ie32.10m)
and treasury bearer bonds (Le21.18n), which together exceeded the increase in Goverrment Deposits
(Ie49.99m) . The realization of the delayed extarmal budgetary sugport at the end of the year reduced the level
of borrowing fram the Central Bank by the Goverrment. Net Claims on Goverrment by the commercial banks
contracted by 1e4l.26n (20.23%), due mainly to the Ie18.58m decrease in their holdings of treasury bearer
bonds, coupled with the increase in Goverrment Deposits (Le35.54kn) . Camercial kanks’ credit to the private
sector, which is considered a driving tool for econamic growth, contirued to grow. It increased by 1e74.40m
(39.91%) to Le260.81n as at end Decamber 2007 and was 18.90 percent higher than its growth in the
corresponding period 2006. Credit was directed mainly to the following sectors: Services (58.39%), Camerce
and Finance (17.67%), Construction (12.37%), Agriculture, Forestry and Fishing (6.67%) and Manufacturing
(5.02%) .

During the review period, three new commercial banks commenced operations — FCO Bank, Pro Credit Bank
and Access Bank. The average interest rates in the money market during the review period exhibited a dowrmward
trend with the Savings, the 3 months and 12 months Time Deposits standing at 7.39 percent, 9.70 percent and
12.00 percent in Decarber 2007 as against 7.63 percent, 10.43 percent and 12.83 percent in Decenboer 2006,
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regpectively . The dowrmward trend in the rates resulted fram the inclusion of the aforementioned new banks,
which set their rates relatively lower then the rates in sare of the existing banks. The average armual yvield an
treasury bills, on the other hand, peaked at 21.90 percent in August 2007, from 14.19 percent in Decamber
2006 and was 21.29 percent in Decarer 2007. The average interest rate on treasury bearer bonds was 20.00
percent in December 2007, compared with 17.00 percent in December 2006.

External Development

Notwithst anding the short fall in the level of extermal door sugoort during the year, egoecially in the first Helf of
the year, extermal sector performmence in 2007 was generally encouraging. The receipt of substantial donor
funds in the second half of the year however, recably from the European Union (EUJ) and the United Kingdom/
Department for Intermational Develogrent (UK/DEID), coupled with a significant growth in the extermal trade
sub-sector boosted performence in the external sector.

The level of merchandise trade as measured by aggregate export receipts and import payments increased by
over 10 percent with ramarkable growth in both payments for imports and receipts fram exports particularly
fran the mineral sub-sector . This development however yvielded an expansion of the trade deficit by 22.9
percent due to a larger growth in import payments than in export receipts. In addition, the terms of trade
amtirued to detericrate substantially as a result of increasing world market prices of major import camodities
such as petroleum products and capital goods, which significantly eroded the benefits of improved export
prices.

The level of gross intermational reserves was USS$S215.48m as at end-Decarber 2007-equivalent to about 4.5
months import of goods and non-factor services. The exchange rate of the Leone to the United States Dollar
was relatively stable, as evidenced by the very slow pace of depreciation but ramained weak against other
mejor intermational currencies such as the British Pound Sterling ard the Ruiro.

The country’s stock of extermal debt, canorising dishursed cutstanding debot and arrears reduced substantially
fraom USS1.62 million as at end-Decearber 2006 to US$S0.53 million as at end-December 2007. This was

Chart8.Com position ofExports 2007
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Tabk 11l
htemational Trade and Reserves USS 000)
Jan -Dec 06| JanJun 07 | Julec07 |Jan -Dec07
1 2 3 4 5

Merchandise Inports 394828 6 2184009 2282001 446 601 0
Food ofwhith 561398 339227 340258 679485

Rie 235945 164900 75208 24,0108
Bevamges ard Tolbaaco 92953 4,778 8 72957 120745
CndeMaterek 21,702 6 71382 75163 146545
M hem1Fuek ard Iorcants ofiv hich 147,080 4 861534 824231 1685765

Fuel 1232779 534471 68,0907 1215378
AnmalarndVegegbe 0k 33271 43351 13707 62058
Chemiak 239999 173333 136752 31,0085
Marufctred Goods 48,6013 22,004 8 29,8953 519001
M achieryand TransportEquiom ent 691109 356278 394850 75112 8
Othermports 155713 66063 125130 19,1198
Merchandise Exports 2310371 136,744 5 1084935 2452380
M neralExponts 1792412 | 1196989 973874 | 2170863
DaEmords 125,041 2 838079 582406 142048 5
Buaxie 235731 148790 178271 32,7061
Rutie 285011 19,094 2 19,0520 381462
Tnenie 10633 - 12006 12006
God 10625 19178 10671 29849
AgroulumalExpors 12,7614 85550 51116 13666 6
Cofee 10934 13091 5456 18547
Cocoa 115708 70980 42701 113681
Phassawva - - - -
Fxhard Shrinps 972 1479 2959 443 8
Others 10634 6 6,7458 50190 11,7648
Re-exports 283999 1,744 8 9755 2,1203
Trade Babnce 163,791 5) 81,656) 119,707)) @013630)
Foregn Reserves mn) 18422 176 08 21548 21548

Sources : Custom s and Excise Deparm ent, and God & DiEm ond Depanm ent
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especially an account of dgot relief received under the Miltilateral Dot relief Initiative (MRI)

Intermational Trade

During the period under review, the trade deficit widened by USS$37.5Imm to US$201.36m. This reflected an
increase of US$51.77m (13.11%) in spending on imports, which was partly of fset by an expansion of
USs14.20m (6.15%) in export earnings. The terms of trade contirued to deteriorate as a result of increased
prices of ail ard capital goods in-spite of inproved export prices particularly for mineral and agricdltural exports.

Spurred on by an enabling policy enviromment and a surge in gloal damand, export earnings contirnued to
register growth for the last three consecutive years, with total export receipts for 2007 recording USS245.24m,

6.15 percent higher than US$231.04m recorded in 2006. The growth in total export earnings was influenced
primerily by a 21.11 percent expansion in earmings fram the mineral sub-sector. Receipts fram the “agriadltiral
exports” and “other exports” sub-categories also increased in 2007, while there was a significant contraction in
the value of “re-exports”. Perfonmence of the mineral sub-sector in 2007 mainly reflected increased earnings
fran export of all minerals, notadly kauxite, rutile and gold. Although its share of exports has been declining in
the last two years, earnings fram diamond exports at USS142.05m was 13.60 percent higher than corresponding
receipts in 2006 and contirue to ke the daninent export item accounting for 57.92 percent of total export
proceeds. Receipts fram gem diamonds which increased by 16.22 percent, accounted for US$127.86mm of
tcal receipe s, while the value of industrial diamonds contracted by 5.55 percent to US$14.19m over the year .
The total volure of diamonds exported also increased by 3.83 percent to 604.66 thousand carats, canprising
307.61 and 234.05 thousand carats of gam and industrial diamonds, respectively. Both the volume and value
of exoort s of rutile grew by 22.99 percent and 38.74 percent respectively, over the period to 86.51 thousand
metric tons and US$32.71m, respectively.The hike in rutile production was due to increased mining activities
against the backdrop of favourable world market prices. Although the market price for iTmenite was relatively
stable between 2006 and 2007, the value of the mineral exported during the reporting year expanded by more
than half, reflecting a 40.24 percent growth in the export volume fran 8.56 thousand metric tons in 2006 to
12.01 thousand metric tons in 2007. Similarly, the value of hbauxite exported in the sare period expanded by
38.74 percent to USS$32.71m in 2007. Influenced partly by an increasing world market price during the last
twelve months, receipts fram the export of gold contirued to rise, reaching a peak of USS$2.98m in 2007 fram
USS1.06mn in 2006.

Taral earnings fram the agricultural sub-sector increased modestly by 7.09 percent to US$13.67m in 2007,
fram USs12.76m in 2006, contrilbuting about 5.57 percent to total export earmings. Receipts fram export of
coffee and “fish and shrimps mainly accounted for the increase. Receipts fran coffee exports rose to USSL.85m
in 2007, an increase of 69.63 percent fram USS1.09m recorded in 2006, while export of cocoa fell marginally
to 13.72 thousand metric tons, valued at US$11.37m, fram 13.94 thousand metric tons, valued at US$11.57
in 2006. The increase in the value of coffee exports resulted fran favorable world merket prices, which prampted
an increase in production durdng the year. Export of processed “Fish and Shrinps in 2007 recorded a significantly
increased value at USS$443.80 thousand, as compared with US$97.20 thousand in 2006. The value of “Other
Exports”, estimated at USS11.76m for 2007, represented a growth of 10.63 percent over the recorded level in
2006, while the value of re-exports at USS$S2.72m indicated a significant drop campared to USS$S28.40mm
recorded in 2006. In the context of the gldeal increase in the world market prices for metal pieces, the export
value for “scrap metal” was a major contributor to the value of re-exports in 2007.
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Chart9. Com position ofIn ports 2007
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Taalpayments for inport s increased to US$446.60m in the review period fram US$394.83mn recorded in the
preceding period and depicted the largest (13.11%) ammual nanminal increase for the past ten years. The
expansion reflected raoust growth in the import payments for petroleum products, machinery and transport
equipment, chemicals, manufactured goods and consumer goods. Payments for consumer goods (including
rice), which accounted for 19.31 percent of total imports, increased significantly to US$86.23m in 2007, fram
US$68.76m in 2006. This develoarnent reflected increases of 86.52 percent in import payments for “Animal
and Vegetable 0ils”, 29.90 percent for “beverages and tdoacco” and 21.03 percent for “food”. Notwithstanding
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Chartll
Gross htemationalR eserves

220.00

210.00 A

200.00 — 2006
— 2007

190.00 A

US $ M illion

180.00 -

170.00

160.00 -

150.00
January Febmar M arxch Aprl M ay June July August Septem ber October Novem ber Decem ber

Period

the price hikes in the world market price for rice, total payments for imported rice increased only merginally
(1.76%) fram USS$S23.59m in 2006 to USs$24.0Ilmm in 2007. The volume of rice imports followed a similar
trend, moving fram 97.88 thousand metric tons in 2006 to only 99.68 thousand metric tons in 2007. This may
e explained by the sulstantial increase in local rice production in line with the drive towards food self-suf ficiaxy,
coupled with an deserved switch in taste to local rice by a significant proportion of the population. The total
import bill for “marufactured goods® increased by 10.67 percent over the year to USS71.02m. This reflected
the worldwide increase in the prices of imported goods as well as an increase in the volure of inports.
Payments for machinery and transport equipments also increased to US$S75.11mn in 2007 from USS69.11mn
in 2006, reflecting an increase 8.68 percent. The increase in the value of import of machinery and transport
equiprent was influenced by an expansion in private investment in the mining sector as well as in the import
of motor vehicles and cycles, as evidenced by higher munber of vehicles and motorcycles registered in 2007.
The import bill for “intenmmediary goods” declined marginally (0.09%) to US$45.66m, indicating a 32.48 percent
drop in payments for “crude materials” which more than offset the 29.20 percent rise in payments for “chanmicals”.

Payments for the total volure of mineral fuel and lubricants imported in 2007 increased by 14.62 percent to
US$168.58m.The value of fuel however dropped slightly fram US$123.27m in 2006 to US$121.54m in the
review year . The volure of fuel import also fell by 15.00 percent (29.85 thousand metric tans) to reach 168.81
thousand metric tons in 2007. Notwithstanding these developments in the fuel sub-category, it accounted for
27.21 percent of total inport value, indicating the importance of fuel in total the import kasket.
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Exchange Rate Developments

The foreign exchange market for the United States Dollar was relatively stable during 2007 as evidenced by the
slower pace of depreciation. The Leone however remained weak against the British Pound and the Euro
depreciating by 9.81 percent and 9.75 percent respectively, over the ae-year periad. The Leone depreciated
nmergirally against the US Dollar in all the registered foreign exchange markets, except the parallel market,
which exhibited a slight aporeciation.

The armual average exchange rate of the Leone to the dollar in the official market depreciated oy 0.76 percent
to 1e2984.51/USS1 in 2007, from Le2961.91/USs1 in 2006. There was however a modest appreciation of 0.70
percent in the parallel market fram Le3020.71/USS1 in the preceding year to 1e2999.81/USS in the reporting
vear. As a result, the spread between the of ficial ad the parallel market average rates narrowed to 0.51
percentage points in 2007, fram 1.99 percent in 2006. The average exchange rate for both the camercial
banks and foreign exchange bureaux market s depreciated in the review year . The average exchange rate of the
camercial banks depreciated by 0.76 percent to 1e2986.78/USSl from 1Le2964.78/USsl. Similarly, tre
amual average in the foreign exchange bureaux market depreciated by 0.38 percent to 1e2966.54/USs1 from
1e2955.22/UsS$1 in 2006. The auction market recorded the least yearly average depreciation at 0.13 percent to
stand at 1e2974.61.USs].

Gross External Reserves

Gross foreign reserves of the Bank of Sierra Leone rose by US$31.26m (16.9%) to US$215.48m as at end-
December 2007. At the current level of foreign exchange camitment, the reserves could finance about 4.5
months of import of goods and services. Foreign exchange inflows and outflows through the Bank of Sierra
Leone during 2007 amounted to USS$96.93mm and USS73.03mm respectively, with a net inflow of US$23.90m.
Significant inflows during the year camprised US$26.93m, being disbursements under the United Kingdan/
Department for International Develogment (UK/DEID) Poverty Reduction Support Programme, USS$15.65mm, in
respect of budgetary support fram the European Union, US$15.12m, being share capital paid up by various
comercial banks, US$9.17m, being total interest on the Bank of Sierra Leme’s various Investments and
custarer transfers, US$10.75m, in respect of diamond license fees, exporters’ incare tax and fishing royvalties
paid to the govermment, USS5.60mn, being foreign exchange purchased from the Sierra ILeone Comercial
Bank, US$4.32m, being Furopean Development Fund replenishment of account), US$3.35mn, being Islamic
Development Bank disbursement under various Social Action Sugport projects and USS$3.05 under the Highly
TIndebted Poor Countries flow relief. Significent cutflows relate to the amount utilized under the Bark of Sierra
ILeone’'s weekly foreign exchange auction totaling US$42.97mn, Hrbassy and Mission payments (USS8.66,m),
Goverrment travel and other govermment expenditures (US$7.28m), printing of currency (USS2.36mn), total
subscriptions to intermational organizations (USS1.21mn), and debt service payments of US$9.05m to various
international orgenisations including the Intermational Monetary Fund (US$1.28m), World Bank (USS$S0.79rm),
African Develogrent Bank (US$1.41mn), other Multilateral and Bilateral Creditors (US$3.68m), other
Camercial Debts (US$S0.75m), and clearing of arrears to various creditors (USS$S0.9%4mm) .

Supervision of Banks and Other Financial Institutions

The Banking industry experienced an increase in its resource kase to Ie 1.06 trillion as at 31¥ December, 2007
franIe 803.35 billion as at 31% December, 2006; an increase of Le 256.48 billion or 31.93%
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Tabk 12

Comm ercalBanks Operating 1 Sirna Leone

Pmidentalhdrators Unaudied)

(hh Thousand Leones)
31DecH5 31DecH6 31-becH7
1 2 3 4
TotalAssets 670,793,131 803,345,402 1,059,825,552
Average TotalAssets 545,797 243 736,739,023 940,433 459
Loans and Advances (G10ss) 167,543,187 201,275,320 279,092,556
Bad DebtProvisin (15,850,963) 21,159,005) 24,049 ,857)
hterest h suspense 12,527,016) (18,588,892) (34,222,154)
Loans and achances Net) 139,165,208 161,527,423 220,820,545
IrestmentTB, TBB, OFF 203,297,953 237,333 433 226,602,987
Fixed Assets 61,584,710 80,845,212 104,301,145
LocalDeposits:— 350,443,622 411 472,104 506,298,106
Demand 200,234 362 215,238,782 257 A12,365
Savings 140,739,600 174,198,352 220,346,677
Tine 9,469,660 22,034,970 28,539,064
Foregn Deposis 156,390,507 197,413,493 291,155,195
Capial- 69,100,843 93 235,565 146,039 566
Pailip 16,550,714 52,730,229 104,249,125
Statutory & O therResenes 9,940,305 10,712,873 24,008,894
Retahed Eamhgs 42,609,824 29,792 463 17,781,547
Curentprofic 30,968,627 30,125,138 16,564,339
Prin ary Capial 69,100,843 93 235,565 146,039 566
Rewmliatin Resenes 22,583,235 22,017,342 24,872,443
CapialBase 108,510,718 136,500,369 188,105 452
ToalREk W eghted Assets 303,702,273 378,935,073 485,613,976
CapialAdequacy Ratb 3573 36.02 38.74
Sumplis/Chorta )% 20.73 21.02 23.74
Sumplis/GhortbMIie 62,957 A81 79,652,152 115,284,758
Average Sharchobers 'Fund 110,783,780 142,811,629 176,099,857

*TB -TreasuryBills  TBB -TreasuryBearerBands O FI-O therFiancial hstiution
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Tabk 12 Contd

Comm erchalBanks Operatng 1 S ra Leone
Prudentalhdiators Unaudied)

(hh Thousand Leones)

31Dec05 31Dec06 31DecO7
1 2 3 4
AssetQuality
Perorm g Loans 122,596,273 147,239,070 190,650,159
Non-Perbm hg Loans 44 946,914 54,036,250 88,442 397
Loan Loss Provisins 15,850,963 21,159,005 24,049,857
Non-Perbm hg as a $ ofTotmlAdvances 26 .83 27210 31.69
Loan Loss Provsns as a % ofNon-Perom hg 3527 38.79 2719
Profiebility : Pre-Tax Profits 44 306,686 43,018,728 28,687,608
PostTax Profis 30,968,627 30,125,138 16,564,339
Retum on Assets 812 5.84 3.05
Retum on Equity Funds 2795 21.09 1028
Liquidity Liiquid Assets 260,854,407 257,595,569 283,700,845
Cash 23,804,348 20,023,378 40,328,705
CunentAccountwih BSL 32,471,629 22,160,033 25,125,387
Treasury Bilk 194,546,080 207,017,260 213,864,603
P hcem entwih DiscountHouses 9,360,350 6,104,398 3,494,350
Treasury BearerBonds 8,751,873 2,290,000 887,300
CashRatb 16 .06 1035 1326
OverllLigudiy Ratb 74 45 63.19 5749
Sumplis/Ghorthl) & ) 43 02 3282 2758
Sumplis/Ghortll) Ce) 150,727,910 133,780,951 136,110,890
Forelgn Assets: 159,425,908 218,923,032 359,865,907
Foregn Cunency ash) 11,294 426 14,534,243 32,485,303
Bakhnce wih O therBanks abroad 138,549,089 199,126,837 311,770,583
Foregn O therAssets 9,582,393 5,261,952 15,610,021
Foreign Liabilites: 159,585,126 202,393,188 296,466,942
Foren Deposis 156,390,507 197,413,493 291,155,195
Forepn O ther Iabilites 3,194,619 4,979,695 5,311,747
NET FORETGN POSITTON:
Assets-Liabilites (159,218) 16,529,844 63,398,965
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Tablk 13

Consoldated Babnce SheetofDiscountHouses

BALANCE SHEET AS AT:

ASSETS 31 Dec06 31Dec07
- Le'000) Le'000)
Cash: 1204 3351
Local 1204 3351
Forrign - -
ClhimnsOn: 19872 92,708
BSL 90 49 826
O therBanks 19,782 42 882
Cash and Bank Balnces 21,076 96,059
LoansRepo 1211,143 413,742
Shorttem hvestm ent: 17,894 941 8,544 354
Treasury B ilk 15,674 277 7,089,704
Treasury BearrrBonds 2,160,664 1,394,650
Comm erxcialPaper 60,000 60,000
Long-tem hvestmn ent: 234 351 268 967
Bankers A cceptances - -
S ecurites - -
O therA ssets 3,731,231 268,087
Fixed Assets 660,193 544 401
TotalAssets 23,752 935 10135,610
LABLITES
Plcem ents deposis 13,734 A51 3,610,504
Bonow ings - -
O therLabilites 5,553,928 630,991
Shareholders'Funds: 4464 556 5894115
TowmlLabilites 23,752 935 10135,610
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Tabk 14
Consoldated Lyuidiyy Ratos ofD iscountHouses
Ligudityy Rato as at:-

Tem Code| Defniton |31-Dec06| mMovr |31-Dec7
Le 000 Le'000 Le 000
Cashonhard 1 1204 2147 3351
BabnceswihBSL 2 90 49,736 49 826
Bahnces wih otherBanks 3 19,782 23,100 42 882
Treasury B ik 4 15674277 8,584 573) 7,089,704
Treasury BearerBond 5 2,160,664 (- 766,014 1,394,650
TowmlLui Assets 6 |1+2+3+4+5| 17856017 | ©275604) 8580413
P hcem ents D eposis 7 13,734 A51 | 410123947 3610504
OverlLiyudity & ) 8 6/7 13001 107 64 237 65
Mhmmum Requirement & ) 9 10000 — 10000
Excess/Deficiency) 10 8-9 3001 107 64 137 65
Actuallgudiy & ) 11 a4yl 11412 8224 196 36
Mhimum Requiement & )| 12 60.00 1 6000
Excess/Deficiency) 13 11-12 5412 8224 136 36

The increase in the resource base was sourced mainly fram deposits, which rose to Le 797.45 billion (up Le
188.57billicn:30.97%) as at 31% December, 2007 franIe 608.89 billic as at 31* December, 2006. Demand,
Savings and Time deposits increased to Ie 548.13 billion (up Le 139.41 billion) Ie 220.56 billion (up Le 46.29

billiod) and Ie 28.77 billion (up ILe 6.74 billion) respectively.

Shareholders’ furd rose to Le 187.48 billion (up Le 42.10 killion: 28.96%) as at 31%¥ December, 2007 fram ILe
145.38 billim as at 31% December, 2006. The increase stemmed mainly from increase in issued and paid-up
capital (up Le 51.52 billion or 97.70%) .
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The capital adequacy ratio was adhered to and recorded 38.74% as at 31% December, 2007 fram 36.02% as at
31% Decarber 2006. The adherence to the statutory requirement was mainly due to the increase in the
industry’s capital kase, which stamed fram the increase in minimum paid-up capital of cammercial banks to
ILe 9 billion by end Decenboer, 2007.

The industry’s gross advances stood at Ie 279.28 billion (up Le 78.01 billion or 38.76%) as at 31%¥ December
2007 compared to ILe 201.28 billion as at 31% December, 2006.

Other services, import trade, construction and financial services sectors accounted for 31.16%, 16.21%, 16.87%
and 6.13% of gross advances respectively.Transport, storage & cammunication, merufacturing, electricity,
gas & water, other trade & tourism and miscellaneous accounted 10.14%, 5.02%, 2.53%, 3.45%, and 1.42%
of gross advances respectively. Mining and Quarrying, Agriculture, Forestry and Fishing, and Export Trade
received only 1.52%, 2.44% and 3.08% of gross advances respectively as at 31st Decarber, 2007.

The industry performing loan accounted for 68.31% of gross advances as at 31% December, 2007. However, the
ratio of loan loss provision to non-performing decreased to 27.19% as at 31% December, 2007 from 38.79% as
at 31* December 2006.

Despite the increase in kanking activities over the last ane-year pericd, pre-tax profit decreased to Le 28.69
billion(down Ie 14.33 billion: 33.31%) for the period ended 31* December, 2007 franIe 43.02 billion for the
period ended 31¥ Decarber 2006. The decrease in the profits could ke attributed to the loss mede by the two

This resulted in a decrease in return on assets which stood at 3.05 $ in 2007 as against 5.84 % 2006. The
decrease in pre-tax profit also affected the returm on equity as it recorded 10.28% in 2007 as against 21.09%
in 2006.

The statutory requiranent for cash ratio was not adhered to, it recorded a shortfall of 1.26 %( 2007) as against
a shortfall of 1.65 %$( 2006) . This shortfall in cash ratio was due to shortfall of 4.70%, 5.50%, 1.45%. 0.9% and
4.71% recorded by First ITntemational Bank, Intermational Camercial Bank, Access Bank, Rokel Commercial
Bank and Sierra Leone Commercial Bank respectively.

The overall liquidity ratio was however very favourable as the industry recorded actual liquidity ratio of 57.49%
in 2007, with a surplus of 27.58%

Licensing of Financial Institutions

During the year, the Bark of Sierra Leme amtirued its supervisory role aimed at achieving a sourd and stable
firencial systam. Following fram this, the licanses of the First Intermatiaal Bark (FIB), Eodoark and Tntermatiaal
Canmrercial Bank (ICB) were renewed for one (1) year each, the Guaranty Trust Bank for two (2) years, while
licenses for Rokel Camrercial Bank Limited, Standard Chartered Bank (SL) Limited and Sierra Leone
Camercial Bank Limited were renewed for three (3) years each.
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Tabk 15
Comm ercialBanks operating h Sira Leone 31°"Decem ber2007)
No. of No. of No. of
BANK Branches | Branches | Branches | F/town| Bo |Moyamba|Kenema | Lungi | Makeni [ Kono | Pujehun | Njala | Kambia | Total

2005 2006 2007
Rokel Commercial Bank 9 10 10 5 1 1 1 - - 1 1 1 10
Sierra Leone Commercial Bank Ltd 8 8 9 4 1 1 1 - 1 1 9
Standard Chartered Bank Ltd 3 3 3 2 1 - 3
Union Trust Bank Ltd 4 5 7 3 1 1 1 1 7
Guaranty Trust Bank Ltd 3 3 3 2 1 3
First International Bank Ltd 3 4 5 4 1 5
International Commercial Bank 1 1 1 1 - 1
EcoBank - 1 3 2 1 3
Procredit Bank - - 2 2 2
Access Bank - - 1 1 - - - - - - 1
Total Number of Prov. Branches 5 2 3 1 1 3 1 1 1 18
Grand Total 31 35 44 26 5 2 3 1 1 3 1 1 1 44

Also in 2007, the Pro Credit Bank and Access Camnercial Banks were issued licences authorizing them to
carry an karking business in accordance with section 12(1) of the Banking Act 2000 for a period of ae (1) year.
This brought the total runer of camercial kanks in Sierra Leone to ten (10).

In its quest for further degpening of kenking services in Sierra Leaxe, the Bank of Sierra Leone granted aoorovals
for the gpening of additional branches of the following cammercial banks during the year: the Sierra Leme

Tabk 16
Num berofAccounts atComm erxcialBanks GlStD ecem ber2007)
Current . . .
Curent Savings Tme Tme
Banks Account .
Account Local) ] Account Local) | Foreign)
Foregn)
SCB 3,899 1495 7,140 545 -
RCB 14,030 1,660 56,002 259 -
SICB 19,897 1,286 30,024 156 -
UTB 3,647 344 17310 48 4
GTB 2,266 814 8,512 18 -
FB 5,006 115 5,328 25 -
TB 424 75 3,030 19 -
ECOBANK 2,610 565 5493 7 -
ProC reditBank 2825 25 1254 13 1
Access Bank 143 33 875 2 -
Total 54,747 6412 134 968 1,092 5
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Table 17

Community Banks operating In Sierra Leone (31/12/07)
Bank No. of Branches| Location

Marampa-Masimera Community Bank 1 Lunsar

Yoni Community Bank 1 Mile 91

Segbwema Community Bank 1 Segbwema

Mattru Community Bank 1 Mattru Jong

Camercial Bank at Mobimbi Town, Moyanmba, in the southern Province; the Ecobank at the Queen Elizabeth
Quay in Freetown, No: 7 Dama Road, Kenama, in the Fastern Province and an agency at the Institute of Public
Administration and Menagement (IPAM) Campus at Taser Hill, in the Gantral Area of Frestomn; the Intermatiaal
Camercial Bank at Wilkinson Road, in the West End of Freetown; the First Internmational Bank at No. 50
E C OWAS Street, in the Gatral Area of Freetown; the Union Trust Bank at the Freetown-Conakry Highway in
Kambia Town in the Northern Province ; No: 54 Freetown Road, Lumley in the West End of Freetown and 48
Bai Bureh Road, Kissy in the east end of Freetown; and Pro-credit Barnk at No: 48 Bai Bureh Road, Kissy in
the east end of Freetown.

The licences of the four camunity banks: the Yoni Community Bank, Marampa-Masimera Community Bank,
Mattru Community Bank and Seglwema Community Bank and the two discount houses: the First Discount
House and the Capital Discount House were renewed for another year each during the reporting period.

Due to the strategic inportance of foreign exchange bureaux in the country, licences were also granted to ten
(10) new foreign exchange bureaux in the reporting period as follows: Fran International, Mendate, Tanisco,
Leone UK, Newham, Samkal, Jem, Bamba, Wally and Guru Nanak, to carry out the business of buying and
selling of foreign currencies under the Other Financial Services Act of 2001.

The licenses of the existing foreign exchange bureaux were each renewed for a period of one (1) year.The totd
rnundoer of bureaux operating as at 31¥ Decarber 2007 was sixty-eight (68).

Legislation & Guidelines
The Ranking Supervision Department has developed a contingency Manual for dealing with troubled banks and
has revised the Policy on informal and fonmal supervisory measures.

Minimum Capital Requirements

In order to enhance the gperations of barks and to maintain a stable financial system, during the year the Bank
of Sierra ILeone increased the Minimum Capital Requirement for all licensed financial institutions geerating in
Sierra Leone. The minimum paid-up Capital for all comercial banks operating in Sierra Leone was increased
fram ILe 800 million (eight hindred million Leones) on a graduated basis to Iel5 billion (fifteen billion Lemnes)
and fram Ie2.5 billion to Le 15 billion for Develooment and Investment banks by end Decanber, 2009. The
increase will ke graduated as follows:-
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‘Ie 9 billion by end Decarber 2007
‘Ie 12 billion by end Decerdoer 2008
-Ie 15 billion by end Decarber 2009

For Discount Houses, the paid-up capital was also increased from Ie600 million (six hundred million Leones)
to Le6 billion (six billion Leones) on a graduated marmer as shown below: -

‘Ie 3 billion by end Decarber 2007
‘Ie 4 billion by end Decarber 2008
-Ie 6 billion by end Decarber 2009

Other Financial Institutions

Other Financial Institutions (OFIs) are financial institutions other than camercial barks. They carplanent
the functions of camercial banks and perform specialized functions.

The licensed Other Financial Institutions include First Discount House Limited, Capital Discount House Limited,
68 Foreign Exchange Bureaux and four (4) comumity lanks.

a) Discount Houses

i. Consolidated Assets and Liabilities

Table 13 shows that the resource base of the discount houses decreased to Ie10.14 billion (down 1el13.62
billion: 57.35%) as at 31 Decerber 2007 fram Le23.75 billion as at 31% December 2006.

The ocontraction was largely due to the fall in other liabilities and placarents/deposits, which drooped by
1e3.48 billion and Ie11.57 hillim, respectively. On the asset side, the decrease in the resource base was
reflected mainly on similar reductions in loans/repos by 10.80 billion (66.12%), short term investments by
19.35 billion (52.26%), treasury bills by Ie8.58 billion (54.75%) and other assets by Le 3.46 billion ((92.82%).

Table 18

DiscountHouses operating in S ierra Leone (31/12/07)
Discount Houses No.ofBranches |F/town

First Discount House Ltd 1 1

CapitalDiscount House Ltd 1 1

i Liquidity

Table 14 show that the liquidity reguirarents of Discount Houses state that liquid assets should be equal to
call money and borrowings, of which not less than 60 percent shall be in treasury bills and treasury bearer
bonds, with maturity not exceeding 91 days. This requiranent was met and recorded actual liquidity of 196.36
percent with a surplus of 82.24 percent as at 31 E December, 2007
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Table 19
Licensed Foreign Exchange and therrBranches In Sirra Leone 31/12/07)

No. Bureaux F/town [Bo |kenema [Makeni |Lungi |Kono |Kabala
1 Afro Foreign Exchange Bureau Ltd 1 1 1 1 1 1 -
2 Aiemahs Foreign Exchange Bureau Ltd 1 - - - - - -
3 Ama Express Foreign Exchange Bureau Ltd - 1 - - - - -
4 Ayoub Foreign Exchange Bureau Ltd 1 - - - - - -
5 Apex Foreign Exchange Bureau Ltd 1 - - - - - -
6 Bakadies Foreign Exchange Bureau Ltd 1 - - - - - -
7 Bamba Foreign Exchange Bureau Ltd 1 - - - - - -
8 BAS Foreign Exchange Bureau Ltd 1 - - - - - -
9 Best Foreign Exchange Bureau Ltd 1 - - - - - -
10 Blue Circle Foreign Exchange Bureau Ltd 1 1 - - - - -
11 B &S Foreign Exchange Bureau Ltd 1 - - - - - -
12 Chartered Trust Foreign Exchange Bureau Ltd 1 - - - - - -
13 City Centre Foreign Exchange Bureau Ltd 1 - - - - - -
14 Continental Foreign Exchange Bureau Ltd 1 - - - - - -
15 Cozy International Foreign Exchange Bureau Ltd 1 - - - - - -
16 Denarious Foreign Exchange Bureau Ltd 1 - - - - - -
17 Dynamic Foreign Exchange Bureau Ltd 1 - - - - - -
18 Devkay Foreign Exchange Bureau Ltd 1 - - - - - -
19 Fad Foreign Exchange Bureau Ltd - 1 - - - - -
20 Fatimised Foreign Exchange Bureau Ltd 1 - - - - - -
21 First Foreign Exchange Bureau Ltd 1 - - - - - -
22 Fofan Foreign Exchange Bureau Ltd 1 - - - - - -
23 Frandia Foreign Exchange Bureau Ltd 3 - - - - - -
24 Fulladu East Foreign Exchange Bureau Ltd 2 - - - - - -
25 Freetown Foreign Exchange Bureau Ltd 1 - - - - - -
26 Fran Foreign Exchange Bureau Ltd 1 - - - - - -
27 Global Forex Bureau Ltd 1 - - - - - B
28 Guru Nanak Foreign Exchange Bureau Ltd 1 - - - - - -
29 Harry's Foreign Exchange Bureau Ltd 1 - - - - - -
30 Hepom Foreign Exchange Bureau Ltd 1 - - - - - -
31 Horizon Foreign Exchange Bureau Ltd 1 - - - - - -
32 I.B.C. Foreign Exchange Bureau Ltd 1 - - - - - -
33 Jalloh &Barrie Foreign Exchange Bureau Ltd 1 - - - - - -
34 Joelyn Foreign Exchange Bureau Ltd 1 - - - - - -
35 Jones Sons &Associates Foreign Exchange Bureau Ltd 1 - - - - - -
36 Jem Forex Exchange Bureau Ltd 1 - - - - - -
37 Kakua Foreign Exchange Bureau Ltd 1 1 - - - - -
38 Kallah Foreign Exchange Bureau Ltd 1 - 1 - - - -
39 Leone UK Foreign Exchange Bureau Ltd 1 - - - - - -
40 Manans Foreign Exchange Bureau Ltd 1 1 1 1 - - 1
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Tabk 19 contd

Licensed Foregn Exchange and theirBranches hh SEna Leone 3112.07)

No. Bureaux

Ftoamn

Bo

kenema

Makeni

Lungi

Kono

Kabala

41  [Mandate Foreign Exchange Bureau Ltd

Maranda Foreign Exchange Bureau Ltd

Massie Foreign Exchange Bureau Ltd

Monormra Foreign Exchange Bureau Ltd

P
43
44 |MIK Foreign Exchange Bureau Ltd
45
46

Mystic Foreign Exchange Bureau Ltd

47  [Naw’s Int’l Foreign Exchange Bureau Ltd

48  [NewhamForex Exchange Bureau Ltd

49  [Nirp Foreign Exchange Bureau Ltd

50  |Olalus Foreign Exchange Bureau Ltd

51  |Pararrount Foreign Exchange Bureau Ltd

Pottal Foreign Exchange Bureau Ltd

Premier Foreign Exchange Bureau Ltd

Raju's Foreign Exchange Bureau Ltd

Sankal Foreign Exchange Bureau Ltd

Sanda Foreign Exchange Bureau Ltd

Sara Foreign Exchange Bureau Ltd

Sierra Foreign Exchange Bureau Ltd

SimForeign BExchange Bureau Ltd

S.V Foreign Exchange Bureau Ltd

N G R R R I R

TAP Foreign Exchange Bureau Ltd

Tonisco Foreign Exchange Bureau Ltd

West African Foreign Exchange Bureau Ltd

Western Club Foreign Exchange Bureau Ltd

Wickburn Foreign Exchange Bureau Ltd

Wally Foreign Exchange Bureau Ltd

Yours Foreign Exchange Bureau Ltd

B A B R RNNBIB 2| BB BL] & AL B

Universal Foreign Exchange Bureau Ltd

Total Nurmber of Bureau and Branches

88|—\|—\|—\|—\|—\|—\|—\
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I Profitability

A profit of Ie0.13 billion was recorded for the period ended 31¥ Decenber 2007 campared to a pre-tax loss of
10.01 billion for ﬂmepeti(xie:ﬁed31$ Decarber 2006. The profit was as a result of a decrease in interest
expense by 46.36 percent.

Over 50 percent of the incare of discount houses came fram investments in treasury bills, which recorded
1e1.85 hillion for the period ended 31¥ Decenber 2007, carnpared to ILe 2.84 billion for 2006.

Operating expenses recorded 1e1.39 billion for the period ended 31¥ Decarber 2007 as against Iel.73 billion
in 2006.

St £ ast s accounted for 59.67 percent of operating expenses, while withholding tax paid accounted for 13.18
peroent for the period ended 31%¥ December 2007, compared with 48.47 percent and 15.58 percent respectively,
for the period ended 31¥ Decenber, 2006.

Return on assets recorded 0.89 percent compared with negative 0.11 recorded for 2006. This was due to the
pre-tax profit mede during the review pericd.

Operating expenses to operating incare was 91.17 percent for the period under review campared to 100.79
peroent in 2006. Bven though there was a fall in the ratio, it was still on the high sice.

Net Interest spread recorded 7.93 percent (Deceamber, 2007) and 2.75 percent (Decarber, 2006).

Foreign Exchange Bureau

Table 20 shows that Foreign exchange bureau recorded total purchases in US Dollars, UK Pound Sterling ard
Furos of USS 2.46 million, UKE 0.7 million and «0.01 million respectively, in 2007 cawpared to USS 2.52
million, TKE 0.66 million and « 0.04 million respectively, in 2006.

Table 20
Foreign Currency Purchased
2007 Mov’'t 0 2006
Currency (Le ‘mn) (Le ‘mn) % Share (Le ‘mn)
Dollar 2.46 (0.06) (Z2.38) 2.52
U K Pound 0.7 0.04 6.06 0.66
Euro 0.01 (0.03) (75.00) 0.04

Similarly, n Table 21 foreign exchange sales in US Dollars, UK Pounds Sterling and Euros were USS 2.41, UK
£ 0.71 and » 0.01 regpectively, in 2007 compared to USS 1.87, UK £ 0.59 and « 0.01 respectively in 2006.

Inmplementing Activities Regarding implementing Anti-Money Laundering (AML) and Combating
Terrorist Financing (CTF) and Enforcement Action in Sierra Leone
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Tabl 21
Foreign Currency Sales
2007 Mov’t 0 2006
Currency (Le ‘mn) (Le ‘mn) % Share (Le ‘mn)
Dollar 2.41 0.54 28.88 1.87
U K Pound 0.71 0.12 20.34 0.59
Euro 0.01 - - 0.01
Table 22
NetPosition ofForeign Currency Transaction
2007 Mov’t 0 2006
Currency (Le ‘mn) (Le ‘mn) % Share (Le ‘mn)
Dollar 0.4 (0.26) (39.39) 0.66
U K Pound 0.07 - - 0.07
Euro 0.02 0.02 (50.00) 0.04
Chartl1l
SectoralU tilization ofForeign Exchange (USS$m n)
25.00
20.00 o ieon panes
15.00
10.00
5.00

2006 2007

A nurber of measures have been implemented following the enactment of the Anti-Money ILaundering Act
(AML) 2005. The stakeholders comittee on money laundering has been set up to facilitate the implementation
of the provisians of the AML Act 2005. With the fonmation of this camittee, fonms for reporting suspicious
transactions have been designed and issued to finencial institutions with directives to report suspicious
transactions. Commercial banks have developed and implemented the Know-Your-Customer (KYC) and
Custarer-Due-Diligence (CDD) Initiative. Camercial banks have also been issued with directives to ensure
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Table 23
Stock ofGovernm entsecurities outstanding by Holders
(n M ilion LLeones)
2007 2006 Change
A .Stock Position
1.Treasury Bills 491,859 35 438,801 .55 53,057 .80
Bank ofS ierma Leone 95,358 .25 75,444 55 19,913.70
ofwhich SpecialBills 23,236.75 35,421.10 -12,184 .35
Comm ercialBanks 218,240.00 208,834 35 9,405 .65
ofwhich SpecialB s 13,000.00 9,400.00 3,600.00
Non-Bank Public 178,261.10 154,522 .65 23,738 .45
ofwhich SpecialBills 16,263 .25 5,178.90 11,084 .35
2. Treasury BearerBonds 141,113.75 137,518 .20 3,595.,55
Bank ofS ierma Leone 29,126 .20 7,946 .60 21,179 .60
Comm erxcialBanks 11,323.25 30,873.35| -19,550.10
Non-Bank Public 100,664 .30 98,698.25 1,966.05
3.TotalGovemm entStock 632,973.10 576,319.75 56,653 .35
Bank ofS ierma Leone 124,484 45 83,391.15 41,093.30
Comm ercialBanks 229,563 .25 239,707.70 10,144 .45
Non-Bank Public 278,925 40 253,220.90 25,704 .50

Source: Policy and Dom estic DebtD ivision, Bank ng

that the inportation and exportation of foreign currencies are carried out transparently in line with established
laws and regulations.

The Currency Declaration Form (CDF) has been designed and is being implemented by the National Reverue
Authority (NRA). The Form requires persons entering or leaving Sierra Leone in possession of currencies or
negotiable instruments in excess of $10,000 or its eguivalent, to declare such assets at entry or exit points. In
this vein, procedures for handling asset declared at entry or exit points have been developed and the Custans
and Excise Department of the National Reverue Authority (NRA) is inmplementing these procedures.

In March 2007, the Bank of Sierra Leone organized a sensitization seminar on the provisions of the AML Act
2005 at the Bank Carplex, Kingtam in Freetown. The seminar aimed at sensitizing the public on the ills of
money laundering and at identifying inadequacies in the AML Act 2005, which will be subsequently reviewed.
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As part of the legislative develaarent, the AML Act 2005 is currently being reviewed with Tedmnical Assistance
fran the Intermational Mometary Fund (IMF) , to correct its inadequacies and to incorporate provisions aimed at
aurbing the financing of terroriam. Plans are also an for an office space at the Financial Intelligent Uhit (FIU)
provided at the fifth floor of Sam Bangura Building, to ensure meximum security and increase confidentiality of
the processed information. Assistance will also be sought from develoarent partners to enhance the capacity
of staff, provide the required equipment ard fumiture, ard other logistics to ensure that the Financial Intelligent
thit (FIU) becares fully cperatiamal.

Capital Market

Tn a kid to degoen the financial sector, which is currently daninated by the money market, former President of
Sierra ILeone, Alhaji Dr.Ahmad Tejan Kaldoah, formally launched an interim Stock Exchange on the o7t July
2007. A camittee carprising stakeholders in the public and private sectors would menage the Interim Stock
Exchange and trading is expected to cammence soon.

The nead to strengthen the legal ewirament in which the capital market and other business activities take
place has aculminated in a runder of interventians bordering on the revision of existing legislation or drafting of
new laws. The Other Financial Services Act 2001 was amended into the “Other Financial Services Amendment
Act 2007, which was enacted in Parliament in May 2007, empowering the Bank of Sierra Leone to issue
licenses to ard regulate stock exchanges until the Capital Market legislation is enacted. The Revised Carpanies
2Act and the Bankruptcy Bill are being finalized by local legal luminaries contracted by the Bank to revise and
draf t the two Bills regoectively . Work is yet to ke copleted on the draf ting of oth the Seaurities and Collective
Trvestment Schare Bills (Tedmical Assistance is being provided by the Cammon Wealth Secretariat —COMSEC) .

The Bank of Sierra ILeane has offered to host the Trading Facility as well as provide staff to assist with the
rumirg of this Facility . Tedmical Assistance was provided by ‘FIRSTY Initiative in the formof a resident cawultat,
Mr. Maroof Martin, whose contract period ended in March 2007.

Plans are underway for the introduction of goverrment securities of longer maturity and the establishment of a
Venture Capital Company.

Private Sector

The Bark of Sierra Ieane, through the Private Sector unit of the bark, contimues its collaboration with the
Covenrment ard the private sector in fulfilling its merndate of being a focal point on all private sector activities.
During the review period, the Division served in various stakeholders’ camittees that addressed a range of
existing and aererging private sector related issues.

In its capacity as marber of the National Coordinating Camittee on Trade (NOCT), the benk of Sierra Lecne
was irvolved in the pre-saminar amnsultations, deliberations ard plarming of the Foonamic Partnership Agreement
(EPR) stakeholders’ saminar, which took place in Decanber 2007. The recammendations made at the seminar
were subsumed into the Sunmary of Proceedings, which forms the basis of Sierra Leone’s position on the
E PA negotiatians.
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The bank collaborates with the Develogment Assistance Coordinating Of fice (DAD) in putting together an Aid
Policy for Sierra Ieae. Tt mede significant irput to the draf tAid Policy Roadmep for Sierra Ieone, which is
currently with stakeholders for their reviews and caments.

The Division participated in the quarterly Develoament Partnership Camittee (DEPAC) meeting which is a
policy forum that brings the Goverrment and donor camunity together

Micro Finance

An Investment Committee has been established of which, the Bank Governor is a non-voting chair . Moitoring
and evaluation of Micro finance institutions is on going and “Credit” is the only product sub-divided into group
ad individal lcans. An impact amalysis for Poverty Reduction Strategy Paper and the Millermium Develoament
Goals (MDGs) is ongoing, while a Policy structure has been drawn up and approved by the Cabinet of Sierra
Leone and would soon be finalized. The Micro finance Programme (MFP) of the National Commission for
Social Action (NaCSA), with assistance fram Bizclim, has secured funding fram the European Union (EU) to
undertake a study on the “Micro finance Sector Capacity Building in Sierra Ieae”. A Steering Cammittee was
charged with the responsibility for capacity building in the Micro finance sector in Sierra Leone to determine
inter-alia, the darerd for micro finance services and to develop a strategic plan to mep out develoarent within
the industry .

Community Development

The four existing commmity banks namely, Marampa-Masimera Community Bank, Yoni Community Bank,
Mattru Community Bank and Segbwema Community Bank have contributed immensely to community
develogrent in increasing their outreach as well as adequately providing damend-driven services to the rural
poor in their respective areas of goeration. Of immense importance is their focus on Deposit mdoilization fram
individuals, institutions, as well as door agancies for the firancing of econanic entities in the rural camunities
as well as the provision of Micro finance loans to low-level incare earners and swell business gperators in
these comunities.

Construction works on the Kakala and Zinmi Community Banks are nearing campletion and both buildings are
to ke campleted by the end of the first quarter of 2008. It is expected that these kanks would be camissioned
for operation on or before end Axrdl 2008. The two banks, when camissioned, will bring the total to sixpilac
Community Banks operating across the Northern, Eastern and Southern Provinces of Sierra Leone.

To ensure that financial intermediation by the cammnity kenks actually reach a wide range of the rural
conmmunity, the Intermatiarl Rad for Agricultural Develoarent (IFAD), through the Rural Finance and Camumity
Tnmprovement Programme (RFCIP), made a commitment in the year under review to render support to the
existing camunity kanks by strengthening their capital kase to enable them enhance their cutreach. It also
pledged to facilitate the expansion of the cammity benking systan by providing finencial support to the Bank
of Sierra Lexe for the establishment of seven (7) new Community Banks throughout the country. Fessikility
stidies for the establishment of these kanks have already been cowpleted. IFAD has also expressed its
desire to sugport the creation of an Apex Institution for Camumnity Banks and Micro finance Institutions, which
will ke facilitated by the Bank of Sierra Leone, and through which the camunity kanks and Micro finance
Institutions could start to address issues of camon interest.
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As a menifestation of the Bark’ s willingness ard keen interest to establish an Apex Institution to coordinate
the affairs of all camumnity kerks, the Bank of Sierra Leme is currently supgporting and collaborating with the
Association of Comunity Banks, to exchange ideas on camunity banking practices in Sierra Leone and to
serve as a forum for the discussion of problams affecting the camunity benks and finding possible solutions
to these prablars.

For staff of camunity lanks to ke recognized as caomunity bankers as well as canmunity developers, and
to dissaeminate infornmation on the relevance of cammunity banking for socio econamic develoarnent, the Bank
of Sierra ILeone, in collaboration with IFAD and other stakeholders reviewed a Project Action Plan of the Rural
and Agricultural Development Programme (RADEP), whose Formulation Period was scheduled during the
period 18th Jarwary to 8th Feruary 2008. The Agricultural Sector Rehabilitation Project (ASREP) and the
Rehabilitation, Community Based Poverty Reduction Project (RCPRP) and Rural Finance Cormunity
Tmprovement Programme (RFCIP) are sub projects of the parent project RADEP.

Open Market Operations

In pursuance of its primary function, the Central Bank’s monetary policy for the year 2007 was aimed at
controlling the growth of reserve money, in line with Intemmatianl Mxetary Fund Program target, to ensure
stability of prices and reduce the rate of inflation to a single digit. This was carplamented by the reserve-
reguirarent ratio set at 12 percent.

The coversion of Le50 billion of Non-Negotiable Non-Interest Bearing Bonds (NNIB) to marketable securities
under the Memorandum Of Understanding (MOU), contributed immensely to the satisfactory performance of
nmonetary gpoeration in 2006. This increased at the disposal of the Bank, the volure of securities used for
mogoing up liquidity . Further conversion of 1e50 billion was supposed to have been done in 2007, which would
have inpacted positively on the mopping up activity of the Bank whose monetary operation is sametimes
derailed by the lack of sufficient instruments. However in the fivst quarter of 2007, the abysel performence in
revae collection and the hold on donor funds for udgetary support, prapted the Ministry of Finance to put
a halt on the cowersion of the ramining amount of 1e50 billion, and only allowing the cowersion of Ie 2.5
billion. The econanic downturn was further exaceriated by the recourse to bank financing of the budget with
the correspanding build up of Ways and Means. The trad for Net credit to govermment was therefore expansionary .
Inflation rate rose fram 9.27 percent in Jaruary to 12.56 percent in Feoruary .

The growth in monetary aggregates during 2007 was characterised by fiscal challenges camplemented by the
drop in darestic reverue and consequently recourse to central bank borrowing by the govermment. A thal of Ie
54 .2In was converted from Ways 2And Means to tradable securities in 2007. Throughout the period there was
excess damand for govermment securities. The Bank’s monetary operations were constrained by insufficient
saurities et it s disposal to nmop the excess liquidity, which created sare inflationary pressures in the econany .
The ammual yield on treasury bills increased fram around 16 percent to 21 percent and ramained relatively
stable arourd 21 percent for the entire fourth quarter of 2007.

The interest rate o treasury bearer bod followed a similar trand, moving fram 15 percent in the first quarter to
20 percent in the fourth quarter of 2007.
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The utilisation of Le 38.21tm MIRT fund towards the end of the year resulted in a surge in Currency Issued as
nmost of it was transferred to goverrment to of fset darestic arrears. Thus at the end of the year, broad money
grew by Ie 211.99mn, above program target while inflation rate fluctuated between 11.99 percent and 12.19
percent. While however, the general increase in monetary agoregates contributed to the rise in the general
prices in 2007, another significant driver for the econamic anarely with respect to rising prices was the
influence of exogencus factors such as increase in the world market prices for oil and inported staple food
prices, which directly affected cur davestic prices. The inflation rate for the 2007 was thus driven by both
increases in monetary aggregates and exogenous factors.

Of the Le 54.2 In cowversion of Ways and Means that was done in the first quarter of 2007, a total of Ie50.6 In
was issued as 91 days treasury bills while the ramining Ie 3.6 In was issued as Treasury Bearer Bonds. The
stock of govermment securities therefore increased by 1e56.7m, of which Ie 54.2In was converted fram Ways
and Means ard the 1e2.5n converted fram the Non negogiable Non Interest Bearing to special treasury bills
under the Memorandum of Understanding agreement.

Rurthermore, activities in the inter— kank market have not improved to strangthen the activities of the secondary
market. In spite of the effort of the Bank to widen the bernd in secondary market securities pricing, therdoy
nmeking its rediscont facility panitive, activities in the inter-lbank market ramined relatively low, with the three
main banks primarily transacting business amongst themselves at interest rates ranging between 8-10 percent.
The market pardcipants still antirie to use the Bark’ s redisoout facility to source liguidity . The Bank anticipates
Inposing restrictions on this window to kick—start a raoust inter-lenk market.

At the end of the 2007 firencial year, camercial banks’ holdirgs of total govermment securities accounted for
about 36 percent of the total goverrment stock of Ie 632.97 billion, while the non—tank public accounted for
about 44 percent and the Central Bank about 20 percent.

Payments System

The Bank has documented its system requirements for all of its payments system infrastructure which include
a proposal for procuring a new Banking Application System, Temenos T24 and Temenos Core Banking, Real
Time Gross Settlement (RTGS), Autcmated Cheque Processing System (ACP), Switches and other Pointsaof

Sales payment system.

The ocutsanding issue is the sourcing of furnds for which under the West African Monetary Zone (WAMZ)
Payments System Project, a Us$27.15 million project proposal has been sukmitted to the African Develooment
Bank (ADB) for grant funding of the payments system develogrent streams of the central lbanks of The
Gambia, Sierra Leone and Guinea. The AIB has proposed a project-financing plan in which the project would
Pe financed through grant resources fram the African Development Fund (ADF) and contributions fram the
natioal central berks/camercial barks in the recipient countries. The contributions fram national central
Tarks will mainly include staff allocated to the project an a full-tine basis ard other infrastructural sugoort like
providing kack-up power generators. Camercial banks are expected to pick up the cost on those camercial
activities like the BOS ard natianal switch.

The project was scheduled to have been taken to the ADB Board in December 2007 but was not due to
irauf ficiency of grant evelop under the ADF X cycle. However, the project is aasidered a priarity project for the
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ADF XTI cycle commencing in 2008 with expectation thet it will go thrauh the ADB Board in the second half of
2008.

Under the WAMZ project, the cheque standards have also been promilgated and adopted by merber states
including Sierra Leame. The Draft Payments System Act has also been forwarded to the Minister of Finance
and Foonamic Develogrent for it to go through the legislative process.

Foreign Exchange Management

(1) Foreign Exchange Assets

The Bank of Sierra ILeone’s Gross Foreign Exchange Reserves increased from US$184.22mn in 2006 to
USs215.47m as at end Decenber 2007. This represented an increase of 16.97 percent above the preceding
vear's position.

Inflows to the foreign reserves during the review period mainly constituted receipts fran disbursements of
Programme grants and loans by donors including the Intermational Monetary Fund’s Poverty Reduction Growth
Facility Programme, United Kingdom/Sierra Leone Programme Grant, the World Bank/Economic Recovery
and Rehabilitation Grant (WB/ERRG), European Union-Post Conflict Budget Support, replenishment fram the
European Development Fund, Islamic Development Bank and the Workd Bank’s International Development
Association (IDA) project funds. The favourable performence was also enhanced by the receipt of non-
progranmed dishursements in the review period, particularly fram transactions with camercial karnks.

Outflows fram foreign reserves were predaminantly in respect of goods and services (private sector support,
Hrcassies, Other Govermment, etc), extermal debt service to key creditors (i.e. the IMF,ADB and Wadd
Bark), other Miltilateral ard Bilaterals and camercial creditors.

During the period under review, ttcal inflows decreased by 10.48 percent or UsS1l.35mn from US$108.29mm in
2006 to US$96.94m in 2007. The decrease in inflows was mainly due to the non-disbursement of programme
funds of US$13.08 from the IMF (PRGF loan) and USS$S10.00mn from World Bank (ERRG V). However, the key
progranmed dishursements realized for budget support included UK/Sierra Leone Programme Grant for balance
of payments and budgetary support of US$26.93m (GBP13.00m) and EU post conflict budgetary support of
US$15.65m (Euroll.75m) . Other programme disbursements realized were fram Eurcpean Development Fund
(EDF' Replenishment) of US$4.32m for funding Eurcpean Cammunity local projects geerating in the country,
and Islamic Development Bank assistance under various projects including Technical and Vocatiaal project,
Rural infrastructure Developrent Project, Construction and Reconstruction of Primary Schools Project and
Social Action Support Project of USS$S3.35m. Non-programme receipts realized fran other donors were mainly
fram TA/World Bank of US$0.67m (to finance TMA related projects in the country) . Other major inflows were
realized from transactions with Coamercial Banks of US$20.72m (USS$S15.12mn in respect of the Minimum
Capital requirament paid inby Access, Pro credit, UBA and SKYE commercial banks and US$5.60mn foreign
currency purchased from SICB), BSL and Others of US$S9.17mn (being custaomer transfers, camissions and
interests on external investments), Other Goverrment receipts of USS2.24m were also realized fram other
Covernrment reverue sources including inter alia, the Ministry of Tourism and Culture, National Revaerue Authority.
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Tcal receipt s fram exports rose by 28.90 percent from US$8.34mm in 2006 to USS$10.75m at end Decerdoer
2007. As shown in Table 25, major performance within the sector was generated mainly fram varicus sources
such as; diamond license fees and diamond exporters tax, which recorded improved performences during the
review period compared to the preceding yvear. Inflows realized fram diamond license fees of USS5.91mm
exceeded the preceding vear’s performance of USS$S4.68m by 26.28 percent. The impressive performance
could ke attributed to the positive effects of the mining policy and effective surveillance systan in caoroating
smuggling activities. Receipts fram Diamond Exporters’ incame tax rose by 25.08 percent to USS$S3.94mm,
above the preceding year’s performance. This performance can be attributed to the paying- in of the whole 3
percent of diamond exports to the Consolidated Revare Fund, coupled with the inmplerentation of the Kinberley
Certification Process System. Fishing Royalties fees rose above the 2006 performance by 76.47 percent to
USs0.90m. The improved performence was due to an increase in the actual rnumber of operators and the
collaborative ef fat s between the Sierra Leone Maritime Agency and the Sierra Leone Military Naval Wirg in
terms of carbined surveillance gperations of the comntry’s territorial waters.

Taal foreign exchange out flows dropped by 29.74 percent from US$S103.92m as at end December 2006, to
USS73.01lmn as at end Decamber 2007. Of that total, 87.62 percent or USS$63.97mm was in respect of goods
and services and 12.38 percent or US9.04m for debt service payments. The drop in cutflows in 2007 canpared
to 2006 was mainly due to the drop in debt service payments under the MDRI programme. Tdal ddot service
payments dropped by 48.43 percent, from USS$17.53mn in 2006 to US$9.04mn in 2007. Out of the total
payments of US$63.97m made for goods and services, 66.52 percent was in respect of foreign exchange
provided to the private sector through the weekly Foreign Exchange ZAuction. The Foreign Exchange Auction
was targeted to meet essential imports such as rice, raw materials and other merufacturing inputs, petroleum
products, in order to camplament the existing sources of foreign exchange in the banking system.

Investment Activity

A total of US$8.37m was earned fran foreign investment activities out of an average gross external reserve
amount of US$140.17m invested in 2007. In 2006, an average deposit of USS$89.19mn invested yielded
USS7.11m. The enhanced performence was due to favourable gldcal interest rates and the tactical placarent
of furnds to take advantage of the favourable market envirament. Farnings recorded for the review period rose
by 17.72 percent over those recorded for 2006. However, the retums on investments for oth 2006 and 2007
were 7.97 parcent and 5.97 percent, respectively. In absolute tenms, the increased yield was also strengthened
by the increase in the principal amount invested during the period.

Foreign Currency Management

The Bank of Sierra Leone’s policy dbjective for currency menagamnent continues to be the holding of reserves
in currencies to match transaction needs with debt service payments and private sector support constituting
the most significant. Table 24 shows holdings of currencies by the Bank of Sierra Leone as at end Decarber
2007 (excluding donor import sugeort funds) . 14.15 percent was held in Special Drawing Rights (SDR), 34.34
percent in Pound Sterling, 32.40 peroent in United States Dollars, 18.80 percent in Furo and 0.31 percent in
Japanese Yean.
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Table 214
Currency M anagem ent
% f % f
Dec.2006 © Dec.2007 ©
TotalB al. TotalB al.
U .S.D ollars 79 .3 45 .2 69 .8 32 .4
Pound S terling 42 4 24 .1 74 .0 34 .3
E uro 24 .7 14 .1 40 .5 18.8
Japanese Y en 0.1 0.0 0.7 0.3
SDR s 29 .2 16 .6 30.5 14 .2
TotalB alance 175 .6 100 215 .5 100
D onor funds
U .S.D ollars 8 .2 100 0.0 100

iv) Foreign Exchange Market

(a) Overview

The foreign exchange market rates were characterized by a mixed trend (appreciation/depreciation) and the
gradual segmentation of the foreign exchange market. The main underlying causes for the mixed trend during
the period were the increase in the level of inmports relative to that of exports, the predaninance of notes in the
foreign exchange ureau and the parallel market and the restrictive nature of the foreign exchange auction.
Notwithstanding this mixed trend and the segmentation in the market, the Leone ramined relatively stable
over the pericd.

The auction contirued to provide sare form of stability in the foreign exchange market although it has not been
straong enough to halt the depreciation of the Leone.

b) Exchange rate developments and movements

The naminal exchange rate of the Leone to the USS determined by the demand and supply through a system
of licensed dealers, fluctuated in all the foreign exchange dharmels. Official statistics on mnthly average
exchange rate suggest that the Leone aporeciated generally throughout the 12-month period though instances
of depreciation were doserved in the first quarter of the review pericd. The yearly average official rate Le/USS
has continued to exceed the central rate of Ie2,562.18/USs1.00 under the Exchange Rate Mechanism of the
W et African Monetary Zone.

The highest depreciation in 2007 was doserved in the official market where the arual average mid-rate deoreciated
by 0.76 percent to Le2,984.51/US$1.00 fram Le2,961.91/US$1.00 recorded in 2006. This was followed by the
rates for the camercial kanks, foreign exchange bureaux and the auction, which respectively depreciated by
0.75 percent, 0.38 percent and 0.13 percent to Ie2,986.78/US$1.00, 1Le2,966.54/US$1.00 and 1e2,974.61/
US$1.00 from Ie2,964.40/US$1.00, Le2,955.22/US$1.00 and Le2,970.73/US$1.00, respectively.The only
appreciation was doserved in the parallel market where the ammual average mid-rate aporeciated by 0.69
percent to I1e2,999.81/US$1.00, fram Ie3,020.71/US$1.00 recorded in 2006.
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Table 25

Bank ofSierra Leone Foreign Exchange Cash Flow

MmUSSMn)

JANUARY -DECEM BER | JANUARY-DECEM BER
2006 2007
INFLOW S:-O fwhich 10829 96 94
R eceipts from exports 834 10.75
Rutile 0 -
Bauxite - -
D iamond License fees 468 591
D iam ond Exporters lncom e T ax 315 394
Fishing Royalty /License 051 090
O ther Govt 160 224
O thers 758 917
Tnspection Fees 0.03 0.01
B SL Purchases ofNotes/T .C heques 003 008
Transactons with Comm ercialB anks 200 2072
P rivatization 104 -
A id D isbursem ent 8759 5092
™M F 1363 -
AFDB 15.81 -
UK 2291 2693
EU EDF Replenishment) 621 432
W B Loan (ERRC G) 1023 -
EU 1257 1565
DA W orld Bank 097 067
O thers/ID B 526 335
HIPC Flow R elief 008 305
OUTFLOW S:-O0 fwhich 10392 7301
Paym ents for G oods and S ervices 8639 6397
Embassy M issions 828 8 .66
BSL 150 1.02
Stabilization & C ooperation Fund 025 025
Printing ofCurnency 454 236
GovemmentTravel 184 091
O therGovemment 793 636
Subscription to Intl. O rganisations 1.03 121
M ilitary - -
Private SectorSupport 61 .02 42 55
HIPC Related Inports - 065
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Table 25 Contd

Bank ofSierra Leone Foreign Exchange Cash Flow (nUS$SMn)
JANUARY-DECEM BER | JANUARY-DEC EM BER

2006 2007

D ebtService: 0 fwhich 17 53 904

™ F 638 128

W orld Bank 407 079

AFDB 168 141

O therM ultibteral& B ilateral 372 368
Paris C lub C reditors 046 -

O therC omm ercial D ebt 090 0.75

OPEC (CIP A mangan ent) 020 020

C Jlearing of A nears (EEC EIB , Badea etc) 012 094

The movaments for the various foreign exchange merket rates exhibited mixed trends (apgpreciation/decreciation) .
The mnthly average of the auction rate, parallel market rate, and the foreign exchange ureaux rate gooreciated
regpectively by moving fram 1e2,977.21/US$1.00, Le3,008.33/US$1.00 and 1Le2,975.62/US$1.00 in January
2007 to Le2,963.12/US$1.00, 1e2,981.89/US$1.00 and 1e2,964.04/US$1.00 in Decerber 2007.

The monthly average rate of the official and camercial kanks respectively depreciated by 0.15 percent and
0.06 percent from Le2,977.99/US$1.00 and 1e2,982.03/USS$1.00 in January 2007 to Le2,982.38/US$1.00 and
1e2,983.91/US$1.00 in December 2007.

c) Volume of transactions

Aggregate purchases of foreign exchange by camrercial kanks and foreign exchange bureaux reported increases
of 13.57 percent arnd 8.36 percent respectively, over the preceding period from US$186.81m and USS25. 70nm
in 2006 to US$212.16mn and USS27.85mn in 2007.

Aggregate sales of foreign exchange by the camercial banks and foreign exchange bureaux reported increases
of 29.58 percent ard 6.91 percent regpectively, over the period, from US$154.230m and US$24.25m in 2006
to US$199.84m and US$25.92mn in 2007. Tdal recsipts into foreign currency account s reported by camercial
banks decreased by 3.20 percent from US$395.23mm in 2006 to US$382.60mm in 2007. Tdcal payments fran
foreign currency accounts reported by the cammercial banks decreased by 0.25 percent fram US$413.19m in
2006 to US$412.15mn in 2007.

d. Foreign Exchange Bureau

The marginal upsurge in Bureau activities in tenms of purchases and sales manifests the canplimentary role
played by foreign exchange Bureau in the foreign exchange market by rendering foreign exchange transactions
services to the public. Bureaus have contirued to facilitate trade in the West African Sub-region especially in
enabling small businesses and travellers access to foreign exchange, and the mopping up of foreign exchange,
which could have possibly found its way into the parallel market
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Chartl3
Monthly Average Exchange Mid-Rates -2007
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() _Foreign Exchange Auction System

The Bank of Sierra Leone has continued to adopt an exchange rate policy that allows flexibility in order to
facilitate rapid adjustment to external shock, given the opamess of the econany and the need to maintain a
copetitive extermal position. For a post conflict econany like Sierra Leane, a sustained growth in the econany
1is driven by a vilorant private sectar, which is usually characterized by an excess of darerd for foreign exchange
far inports, more than is generated by its export activities. This has justified the regular intervention of the Bark
to supplement the supply of foreign exchange to the private sector through the foreign exchange auction
system. The dojective of the auction was to put in place a market—ased allocation of foreign exchange to
supplement supply of foreign exchange to the private sector.The auction has provided same guidance to the

Table 26
Amount Offered, Demanded and Supplied in Foreign Exchange Auction
(Thousand Dollars)
2006 2007 % Change in 2007
Amount Offered 66,400.00 47,100.00 (29.07)
Amount Demanded 74,59%4.34 49,636.40 (33.46)
Amount Supplied 61,010.65 49,968.64 (29.57)
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Table 27

Sectoral Distribution of Auction Funds (US$'000)

Secto 2006 5007 % ofTotal % Change n

ecot am ount in 2007 2007
G eneralM erchandie 20,671 52|118,63294 43 36 -9 86
Banks 14,204 .00|12,659 .82 29 46 -10 .87
O iC ompanks 19,779 27| 6,100.00 14 2 -69.16
Industries 5,35586 5,575 .88 12 98 -12 27
Total 60,010.65] 42,968.64 100

market.

Significant decreases of 29.07 percent, 33.46 percent and 29.57 percent in the amounts offered, demended
ard supplied were, respectively, recorded between January and December 2007. This depicted a downturn of
the trend dboserved in 2006 when these variables increased significantly, compared to preceding 2005 pericd.
The average damard in the review period droppoed fram US$1.20m in the first half to USS$0.80m in the second
half, and this position was maintained up to the end of 2007. The second half of 2007 was characterized by
easing in demand pressures and non-disbursament of programmed flows during the period, partly due to the
uncertainties associated with the 2007 elections as well as seasaal factors, specifically the rainy seasm
which is usually a lean pericad for foreign exchange.

(B) External Debt Management

Sierra ILeme’s total dishursed and cutstanding both official medium and long-term debt, including principal
arrears as at end Decarber 2007, stood at USsh25.7m. The stock of debts decreased significantly by 67.37
percent from USS1, 610.9m as at end December 2006 to USS525.7m as at end December 2007. The decrease
was meinly the result of ddot relief received fran key creditors namely; Intermational Develogrent Association
(I7), Intermatiaal Monetary Fund (IMF) and the African Develogrent Fund (ADF) , under the Multilateral Debot
Relief Initiative (MIRI). The MIRI was launched in Septearber 2005 by the G8 countries to further reduce the
debts of Highly Indebted Poor Countries (HIFC) and to provide additional resources to meet the Millermium
Development Goals (MDGs). Under the MDRT, the three key creditors namely the DA, IMF and the African
Develoarent Bank (AfTB) pledged to provide 100 percent debt relief on eligible debts to all HIRC, including
Sierra Leane at Carpletion Point. Sare bilateral creditors also provided debt relief to the Governrment of Sierra
Lecne.

Major Develogrnents in 2007

During the period under review, the Govermment of Sierra Leone continued to maeke timely debt service
payments to key miltilateral creditors; the Intermatiaml Develoarent Association (IB), the Intermatiaal
Monetary Fund (IMF) and the African Develogrent Fund (ADF) and other creditors.

(ii)
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Table 28

Disbursed Outstanding Debt, including Principal Arrears as at End December 2007

classified by currency of liability (*000)
Dec. 2006 Dec. 2007
debtin debtin
Currency Foreign totaldebtin Le |% oftotwml] Foreign wtaldebtin Le [|% oftotal]]
Currency Currency

Canadin Dolars 1,141 2,926,231 0.06 - - 0.00
Swis Francs 38,091 92,689,198 1.95
Chhese Yuan 183,527 72,485,979 152
Danish K roner 298 156,248 0.00
EURO 249,117 973,726,378 20 .46 24,541 73,073,036 4.18
Brtish Pounds 3,490 20,339,539 0.43 - - 0.00
Japanese Yen 16,080,706 401,856,852 8 .44 388,000 1,155,304,920 66.15
KuwaidD har 6,380 65,613,951 1.38 6,631 19,744,399 1.13
Nomwegan Kmoner 96,992 45,912,484 0.96
SaudiR vval 3,229 2,560,278 0.05 2,927 8,715,406 050
Swedish K roner 2,343 1,012,870 0.02
Unied States Dolar 221,972 660,131,863 13.87 45,110 134,319,085 7.69
SpecialDmawihg R ghts 526,622 2,329,447 ,856 48 .95 97,718 290,964,140 16 66
EBkm  Diar 20,367 90,090,614 1.89 21,630 64,405,272 3.69
Total 4,758,950,341 100 1,746,526 ,258 100

Source: ExtemalD ebt Polcy Section

Tn Jaruary 2007, the Paris Club creditors met with the Goverrment of Sierra Leone to address the stock
of debt amounting to US$371.3 m as at end Decarber 2006 within the HIPC Initiative. The Paris Club
granted the Goverrment of Sierra Leone 100 percent stock of debt cancellation on the entire amount
owed to them.

o the 61 of November, 2007, the Goverrment of the People’ s Republic of China granted debt relief
amounting to Chinese Rerminbi (RMB 182,224,600.00, to the Goverrment of Sierra Leone.

External Debt by Creditor Category

(D) Miltilateral Creditors

The total outstanding debts stood at US$525.7mn at end December 2007, as corpared to USS1, 610.9m at
end December 2006.

As irdicated earlier, Sierra Leone reached Campletion Point in Decenber 2006. To this ed, the key multilateral
creditors mainly IMF, TTA ad ADF camitted their share of relief including the additiconal relief under the
Multilateral Debt Relief Initiative (MIRI). Other multilateral creditors such as Furcpean Foonanic Camumity
/ Buropean Trvestment Bank  (ERC/EIB) and Intermatianal Fud for Agricultural Develogrent (IFAD) have indicated
that they would provide 100 peroent relief on daot service payments falling due, until their share of relief is fully
implemented. On May 2006, the Govermment commenced negotiations with the Arab Bank for Economic
Developrent in Africa (BADFA) in arder to deliver their share of relief. It was agreed that they would provide
deot relief in the form of rescheduling of the amount in arrears including new disbhursements until their share of
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Table 29
Principal& IhterestArrears as atend Dec-2006 (USSMn)
DEC .2006 DEC .2007
Principal|Interest|Principal|Interest
A rrears Arrears A rrears A rrears
TotalExternalDebt 265 .6 8.0 247 .1 8.0
TotalCom m ercialO bligations 219.8 216.8 -
& Short-Tem Debt 1/
TotalLong-Tem Debt, 45 .8 8.0 30.3 8.0
ofwhich
M ultilateral 0.5 - - -
W orld Bank G roup - - - -
™M F - - -
O thers 0.5
O fficialBilateral 27 .5 4.5 9.4 4.5
Paris C ub - 4.5 - 4.5
O thers 2/ 27 .5 - 9.4 -
O ther Creditors 17.8 3.5 20.9 3.5
E xecutive O utcom e 17 .4 3.5 20.5 3.5
J.S Franklyn Ltd & Deftech BV Cormp. - - - -
Chatelet hvestm ent Ltd 0.4 - 0.4 -
1/ C hina,M orocco,Kuw ait& SaudiFund
Table 30
DebtService paym entm ade in US $M n
2006 2007
Bilateral: 2.4 2.0
Paris C ub Crediors 0.5 0.0
O therBiateral 1.9 2.0
M u ltilateral (Netam ount) 14 .0 6.7
A frcan DevebpmentBank/Fund 4.3 2.7
ofwhich:HIPC for.exch.savings on debtservice 2.8 1.3
NetAm ountpaid 1. 1.4
W ord Bank (BRD /DA ) 13.7 4.7
ofwhich:HIPC for.exch.savings on debtservice 9.6 4.0
NetAm ountpaid 4.1 0.7
hternationalM onetary Fund /1 6.3 1.8
ofwhich: HIPC debtrelief 0.1 0.0
OtherMulibteral 5.5 6.3
ofwhich:HIPC for.exch.savings on debtservice* 34 3.5
NetAm ountpaid 2.1 2.8
Other Com m ercialM ilitary Debts 0.9 0.8
Grand Total 17.3 9 .4
O fwhich:HIPC Debtrelief 15.9 8 .8

Source:ExtemalD ebtP olicy Section,B SL
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relief of US$9.78m in Present Value tenms is fully met. Negotiatians are still underway with the remaining
multilateral creditors namely Orgenization for Petroleum Exporting Comtries (OPEC) and Islamic Develoarent
Bank (IDB).

() Bilateral Creditors
The stock of debts to bilateral creditors decreased fram US$S427.1m as at Decarber 2006 to US$29.4 m as
at Decarber 2007, as a result of stock cancellation.

Paris Club creditors have granted Sierra Leone 100 percent stock cancellation on the total cutstanding debts
to Sierra Leone. China has also delivered their share of relief of RVBI82, 224,600.00. The Goverrment reached
an Agrearent with the Kuwait Funds in respect of its share of relief ard it was agreed that the eligible loans
would e rescheduled for longer terms in order to meet their share of relief of USS7.7m in Present Value
terms. Saudi Fund also has a similar arrangement.

(idd) Camrercial Creditors

The treatment of arrears to camercial creditors is the most onerous portion of the Govermment’s debt urden,
given it s capacity to udermine future deot sustairddility, even af ter reaching Canpletion Point. Goverrment, in
its bid to nonmelize relations with these creditors, developad a best effort agoroach of meking goodwill payments
to these creditors in order to stay—off litigation against the Goverrment until a secand World Bank Sugported
Debt Reduction Programme (DRP) is organized. It is hoped that when the programme is approved, furnds will ke
mede available to recruit the financial and legal advisers who are expected to steer the process.

Under the HIRC Initiative, it is expected that the Comercial creditars will give their share of relief in tenms
carparable to the Paris Club creditors.

(iv) Currency Canposition

Table 28 shows the currency of Sierra Leone’s Disbursed Outsanding Debts (D.0.D), including principd
arrears. It shows the amount of debt classified by the currency of liability and the Leone’s equivalent. The
Special Drawing Rights and the Japanese Yen contirue to be the major currencies that daninate Sierra
Leone’s debts.

(v) Debt Indicators and Debt Service Payments Made

Debt service payments decreased by 45.66 percent from US$17.3 m in 2006 to US$9.3 mm in 2007. The
decrease was resulted fram the additional debt relief received fram key miltilateral creditors under the MORT
ard the cancellation of debts by the Paris Club creditors.

The Government contirued to pursue policies designed to strengthen external debt menagement capacity and
to adhere to its camitment to avoid non-concessional borrowing, consistent with the IMF’s PRGF progranme.
The Goverrment secks to meet debt service payments as and when they fall due in line with the HIFC Initiative
and also to fast track new funding for develoanental purposes.
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Sierra Leone’s State of Convergence under the West African Monetary Zone (WAMZ)
Performance Criteria 2006

As the new date for the launching of the single currency of 1 Decamber 2009 approaches, the West African
Monetary Institute (WAMI) continued to put in place the required framework to ensure a smooth launching.
Progress was made in the areas of setting of a legal and regulatory framework, the payment systems and the
MBCroeconanic cavergence criteria. With regards the macroeconanic criteria, it was noted that the performence
of the zane was satisfactory with two countries able to meet all four of the primary perforrence criteria and
satisfactory performences fram the other contries. n the whole it was noted that real GDP growth picked up
modestly, inflationary pressures eased significantly, whilst the fiscal and exterral sectors also gave signs for
optimism. One worry however, was the contiruous high level of crude oil prices on the World Market ard its
effects on the countries of the sub region. Countries were however encouraged to meke every effort to meet the
other aspects of the cawergence process especially the sensitization of the public leading up to Decearber
2009

Sierra Leone’s Macroeconomic Performance

Sierra Leone’s perfonmance at the end of 2007 was a similar story to that of 2006, when the country achieved
two of four of the primary cawvergence criteria, without any real signs of inprovament. The two primery criteria
attained were the Central Bank Financing and the Gross Foreign Reserves, while the previously attained single
digit inflation rate criterion was missed. With regards to the secondary criteria the comtry met the bencdmark
of stable exchange rate.

Table 31
Status ofConvergence
(Prim ary C riteria)

Criteria Target 2003 2004 2005 2006 2007
Inflation (end period) Single digit 11.3 14.4 13.1 8.3 12.2
Fiscal Deficit/GDP%b Less than or

(excl. grants) equal to 4% 13.3 11.4 9.9 9.7 5.8
Central Bank Less than or
Financing/ Previous 25.6 0 0 13.3 0.8
equal to 10%
years tax revenue
Gross External Greater than or
Reserves (Months of equal to 3 2 4.2 4.9 4.2 4.5
imports) months
(Secondary Criteria)

Criteria Target 2003 2004 2005 2006 2007
Domestic Arrears 0 n.a n.a n.a n.a n.a
Tax revenue/GDP Greater than or

ratio equal to 20% 11.5 11 10.1 10.5 9.1
Salary Mass/Total Less than or 59 2 56 62.3 65.3 64.7
Tax revenue equal to 35%
Public Investment
from Domestic Greater than or| . 5 8.2 9.2 8.9 9.1
. equal to 20%

receipts

Real Interest Rate Greater than O -5.8 -6.4 -5.4 -0.6 -4.4
Exchange rate Stable +/-15% 16.9 11.6 14.5 16.1 14.9
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From Table 31, the inflation rate for end Decarber 2007 recorded 12.2 percent, significantly higher than the
W et African Monetary Zone’ s badmark of sirgle digit inflation.  The failure to meet this benchmark could be
attriluted to a runber of factors including the civil crisis in neighouring Guinea which resulted in sugply
amstraint s in the early part of the vear, the uncertainty which surrounded the presidential and parliamentary
elections during the year, the increase in Money Supply due to an accomodating monetary policy and
extermal shocks fram high world fuel and food prices.

The fiscal deficit to Gross Darestic Product ratio at 5.8 percent ramained above the WAMZ requirement but
reflected an inmprovarent on the preceding year’s position of 9.7 percent due to the implamentation of a cash
Tudgeting system by the goverrment, which contriluted significantly towards reducing govermment expenditures.
This was in addition to an increase in davestic revarue mobilization (though still very wesk), especially in the
area of non -tax revarue.

The criterion on Central Bank Financing was met, as the total Central Bank financing amounted to less than 1
percent, well within the benchmark of not more than 10 percent of the previous year’s tax revare. The factors
behind the attairmment of this criterion include the drawdown on goverrment deposits to finance sare of the
goverrment cperations.

Gross External Reserves remained buoyant, exceeding the WAMZ mark of at least 3 months of imports 2t
4.5 mnths of imports it exceeded the 4.2 months of imports, recorded for 2006. The build up of external
reserves was neinly fram the receipt of foreign aid under the MIRT, in spite of the increases in the import bill.

The Tax revenue/GDP ratio reflected deteriaration even fran the preceding year & position, with the ratio recarding
9.1 percent in 2007, compared to the 10.5 percent recorded in Decaroer 2006. This was far below the WAMZ
target of at least 20 percent ard reflected the fact that the growth in tax revae contirued to stay far below the
growth rate of GDP.

The Salary Mass/Tdd Tax Revenue benchmark of not more than 35 percent continued to pose problems for
the country as it was again breached. The ratio measured 64.7 percent at end Decarer 2007, a slight
improvament an 65.3 percent recorded in the preceding year . This reflected the huge size of the public sectar
wage bill ard the inability of the govenment to raise enough taxes to furd the wage bill.

The ratio of Public Irvestment fram damestic receipts contirnued to be very low amounting to 9.1 percent in
2007, kelow the required 20 percent minimum, but a slight improvement on the 8.9 percent indicated for 2006.
This gives an indication that the lulk of darestic receipts are used for consumption purposes rather than for
public irvestment.

Real interest rates contirued to ramin negative, instead of the positive position required by the WAMZ. The
real interest rate for 2007 was a negative 4.4 percent, reflecting a deterioration fram the negative 0.6 recorded
for 2006. This reflected the high rate of inflation and the sticky savings rate of the camercial banks.

The naninal exchange rate stayed within the WAMZ bend of 15 percent of the Central Parity Rate Ie2,562.18/
Ussl, recording 14.9 perocent as of end Decaroer 2007 reflecting the sability of the Leone relative to the United



ANNUAL REPORT AND STATEMENT (F ACCOUNTS

States dollar . The position was also a marginal improvament on the end Decearber 2006 position of 16.1
peroent.

Human Resources
The Bank of Sierra Leone places much premium on Stef fTraining, particularly in areas thet are relevant to the
operations of the Bank. Training executed under the review period was mainly in the following areas -

Macroeconomic Management, Debt Management, Human Resource Management and Management in General .

To achieve the aforementioned, especially in executing overseas short courses, the Bank established contact
with institutians such as the Deot Relief Intemmatianal (IRT), the Joint Africen Tstitute (JAD), the African Capeacity
Building Foundation (ACBF), the United Nations Conference on Trade and Development (UNCT2R), the
Intermatiaal Maxetary Fund (IMF), the Camormwealth Secretariat (QOMSHC), the Africen Rural ard Agricultural
Credit Association (AFRACA) etc.

However, the mejority of Bank st& £ also attended short courses organized by the West Africen Institute far
Financial and Econamic Management (WATFEM). There were also attendances at short courses organized by
RIPA, Crown Agents, Gldel Training Consulting, all of which are based in the United Kingdan. In addition,
staff entarked on lang courses both locally and overseas, leading to the award of various degrees ard diplares.

The Transfer of Knowledge seminars and the Departmental /Expanded Management Seminars formed an integral
part of the Bark’ s Training Programme for the Year 2007.

Chartl4
Breakdown ofStaffperCategory as atend 2007
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During the period, the Bank sponsored staff to emtark on short courses of ane to two days duration at the
following local institutians:

Tnstitute of Riblic Administration and Management (IPAM)
W et African Banking Consultants Limited (WABC)
Sarante Consultancy

Fourah Bay College (Mass Communication Department)

Breakdown of courses attended by staff in year 2007 are as follows:-

46 overseas short courses, 20 of which were organized by WATFEM
11 overseas long courses, 8 postgraduate
13 graduate courses are aurrently being pursued by staff at local institutions under the Bark’s soonsorship

n the whole, the Bank mede tramendous strides in the area of capacity building and it is hoped that this
momentum will continue into the year 2008

Staff Severance

A tral o fif teen menbers of std& £ severed services fram the kank during the period under review.They were
as follows: eight resigned, ane vacated, one got dismissed, the contracts of two came to an end and the
kark lost three by death.
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Management of the Bank

The Management Team of the Bank camprises the Governor, the Deputy Governor and 9 (nine) Heads of
Department.

Aditianlly, there are three Unit Heads and an Adviser to the Govarnor an Capital Market as follows: —
Governor - Dr James D Rogers

Deputy Governor - Mr. Mohamed S Fofana

Adviser to the Govermors (Capital Market) - Mr Nathaniel S B Wellington

Heads of Department

Senior Director, Research Dept.
Senior Director, Special Duties Dept.
Director , Account s & Budget Dept.
Director, Board Secretariat Dept.
Director, Banking Supervision Dept.
Directar, Banking Dept.

Directar, Human Resources Dept.
Directar, Intermaticnal Finence Deot.
Directar, General Services Dept.

Ms Andrina R Coker
Mr F B Roberts

Mrs Khadi R Saccoh
Haja Ajaratu A M Mahdi
Ms Yeabu M D Kamara
Mr I K Lamin

Mrs Grace O Hassan
Mr Sidigque A B Sesay
Mr Henry E P Musah

Director, Develoarent Coordination Dept. - Mrs Rose Gobio-Lamin

Heads of Unit

Head, Security - Mr Jemner T B Buck
Tnterrel Auditor - Mr Ralpha Ansumana
Head, Mgt. Information Unit - Mrs Hanifa Addai
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Financial Position and Operating Results of The Bank
for the year ended 31% December 2007

Background

In parsuirg its desired goal of preparing ard presanting its Firancial Statements in fill
carpliance with Intermaticanal Financial Reporting Stendards (IFRS), the Bank succeeded in
dtainirg tedmical assistance fram the Monetary ard Capital Markets Department (MOM) of
the Intermatiarl Mxetary Fund (IMF) through a Mission which visited the Bank in Decarber,
2007. During this Mission, the audited arnd published alances for the year ended 31%
December, 2006 were adjusted and restated in full carpliance with IFRS.

MAitiaelly, the IMF related assets ard lishilities were restated on a net kasis in line with
current practice and 27.17% of the Bank’ s asset s ansisting of Non-negotiable, Non-interest
Tearing Securities was written-down to its fair value of zero in carpliance with IAS 39, given
that it had no interest coypm and/or redenption date.  These measures resulted in a 58.50%
reduction in the kalances in the Balance Sheet fram 1el,767.94 billion in the 2006 published
Financial Statements to an adjusted amount of 1€733.79 billim.

In the ITncare Statanent, adjustment s were mede to account for the movament in the balances
in the Fund Accounts fram 2005 to 2006. This resulted in a 89.64% increase in ‘Other
Income’ franlel.75 billion in the published 2006 Accounts to the adjusted amount of ILe3.32
W1k

Adjustment s were also mede for prior year overstatement of the IMF-related assets This
resulted in revaluation losses of 1€18.95 hillion and a net goerating loss of Iel.52 billion
compared to ravaluation gains of 1e149.19 hillio and the net goerating loss of 1e3.09 billim
in the 2006 published Incare Statament.

The following report will therefare reflect a caparative amalysis of the revised Year 2006
balances as indicated under the revised format.

Balance Sheet

The overall improvament in the Bank’ s financial performence contimied with total assets and
liahilities increasing by 27.71% fran 1e733.79 billion in 2006 to 1e937.06 killion as at 31*
December, 2007.

This positive change was largely due to a 93.77% increase in Local Currency Financial Assets
coupled with a 19.54% increase in Foreign Currency Financial Assets and a 2.70% increase
nttal Non-Finencial Assets

The increase in ILocal Currency Financial Assets was occasioned mainly by a 45.36%
increase in the Bank’ s holdings of Goverrment Securities (Treasury Bills and Baxds). The
Bank also received Le50 billion (Ie24 billion converted fram the stock of Non—negotiable,
Non—interest bearing Special Securities while Ie26 billion was the kalance sulbscription due
in 2005) worth of 5 — year medium term bonds issued by the Government in respect of its
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recapitalization. Net holdings of marketable securities cawverted fram the stock of Non-
negotiable, Non-interest bearing Securities and utilized for monetary operations rose by
52.68%. Accrued Interest on local transactions increased by 352.58% while ILoans and
Advances to Banks and Steff increased by 4.38%.

The 19.54% increase in total Foreign Currency Financial Assets was mainly due to a 23.08%
increase in IMF Related Assets reported on a net basis (IMF Quota less Searrities Account
and IMF No.1 Account balances plus SDR Holdings), a 19.10% increase in Cash and Cash
Fouivalent s with Foreign Barks, a 21.45% increase in Interest Accrued on foreign transactions
and a 8.15% increase in the Bank’ s Foreign Trvestments

Other Non-Financial Assets rose by 9.54% while the Rank’ s Property, Plant and Equipment
decreased marginally by 0.88% mainly due to increased depreciation occasioned by the
revaluation and corresponding increase in value of the Bark’ s fredhold properties in 2006.

Tdaral Local Currency Financial Liabilities increased significantly franIe64.83 hillion in 2006
to Ie632.83 hillim as at 31% December, 2007, an increase of about 876.19% while total Non-
Firercial Lisbilities increesed by 11.21%. Tn aotrast to these ircreases, total Foreign Currency
Firencial Ligbilities decreased significantly franIe727.10 billion in 2006 to Ie215.71 billiom
as at 31¥ December, 2007, a drop of about 70.34%.

Tdral Iocal Grracy Firancial Tiabilities increased significantly largely due to a hige irncrease
of 1e536.0 billion (franIel2.96 hillion as at 31* December, 2006 to 1e548.96 billimn as at end
December, 2007) in Goverrment deposits resulting fram debot relief arrangarent s under the
Heavily Indebted Poor Countries (HIPC) Programme. Deposits by Commercial Banks
increased by 116.58% and Other Deposits, inclusive of dgoosits oy Other Firancial Institutions
(OFTs), increased by 15.24%. Accrued Charges and Other Liabilities however drogoed by
13.64%.

Tdral Non—Financial Liabilities increased by 11.21% as a result of increases in Currency in
Circulation (18.830%) ard the Provision for revaluation of Pipeline (2.63%).

The decrease in total Foreign Qrrency Financial Liabilities resulted mainly fran a significant

(82.66%) reduction in the IMF Poverty Reduction and Growth Facility (PRGF) fram 1e621.29
billion in 2006 to I1e107.73 billion as at end Decarber, 2007 the proceeds of which were
transferred to Govermment Deposits. IMF Special Drawing Rights (SDRs) Allocation however
increased by 5.12%.

Reserves

Taral Reserves improved by 9.14% during the period fram net total negative reserves of 1e638.45
billimas at 31* December, 2006 to net total negative reserves of 1e580.14 billion as at 31%
December, 2007. This favourable position reflected correspanding improvanent s in the Fareign
Exchange Revaluation Reserve, General Asset Reserve and General Reserve Accounts

The net debit kalance of 1e202.70 billion in the Foreign Exchange Revaluation Reserve account
which will ke treated in accordance with Section 54 (3) and (4) of the Bank of Sierra ILeone Act
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2000. The inprovarent in the account by 7.87% was mainly due to the transfer of revaluation
gains arising fran adjustment sef fected to regularize the kalances in the IMF Related Asset
Accounts to achieve parity with the alances in the IWF Rosition Statarent as at 31 December,
2007.

The balance in the General Reserves account registered a 7.13% inprovement mainly as a
result of the transfer of the net ooerating profit for the 2007 financial year ard the adjustment
nede to reflect the reduction in the provision for inpairment of the Non-negotiable, Non-
Interest bearing Searities.

The Ialance in the General Asset Reserve account increased by 21.86% af ter the trarsfer of
amounts (previocusly drawn fram the Fund Accounts and invested in Goverrment Securities)
in a bid to regularize the said accoants to caply with current practice in accounting for
reserves.

Income Statement

Tdral interest incare fram firencial asset s amounted to 1ed7.25 billim representing an increase
of 55.36% over the amount of Ie30.42 billion generated in 2006. 53.92% of this incare
accrued fram Foreign Currency Irvestment s and represented an increase of 18.66% over the
amount realized in 2006. Other External Investments, canprising mainly of investmentsin
Furos, accounted for most of this increase rising by 133.78% fran Iel.88 billion in 2006 to
I1e4.39 billion 2007. The overall favourable yield was mainly occasioned by a carbination of
nore favourable interest rates on our irvestment port folics, larger irvestmant parcels which
attracted interest rates slightly in excess of the related kase rates ard the dgoreciation of the
Leane against the major foreign aurrencies during the period. Interest incare fram the Bank’ s
USS and Pound Sterling port folios aostituted the lulk (68.43%) of the total amount realized

Covermment Securities (Treasury Bills and Bonds) generated 41.86% of Tdral Interest Incare
fram Financial Assets, representing a 180.30% increase over the amount realized in 2006.
This favourable perfonmence was largely attrilbuted to an increase in the Bank’ s holdings of
the said Seaurities, resulting fram disinvestment s in the money market. Interest incare fram
W ays and Means Advances increased oy 55.32% franm 1e0.88 billion in 2006 to Iel.37 billion
in 2007 due to increased utilization of the Ways and Means Facility by Government owing to
poor revae performence coupled with tednical delays in exterral budgetary sugoort inflons.
Net interest incare amounting to ILe43.41 billion was 59.61% higher than last year s net
position. IMF Interest and Charges increased by 20.11% fran 1e3.18 billian in 2006 to 1e3.82
billion in 2007. Charges an Foreign Transactions recorded a 40.23% reduction campared
with the amount incurred in 2006 while the total amortised cost of Govermment Securities
increased by 9.67%. Tdral Other ITncare (before the adjustment for net movarent in reserves),
with the lulk (95.81%) accruing fram Sundry Receipts, drogoed by 9.32% franIel.75 billion
in 2006 to I€l.59 hillimn. The decrease worsened by 58.09% after the adjustment of the
respective amounts by the net movament in reserves, fran I1e3.32 billion in 2006 to 1el.39
killixn in 2007.

Tdral goerating incare increased by 49.18% fran 1e30.42 hillion in 2006 to Led45.38 billion in
2007.
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Tdral operating expenses also increased by 16.87% fran Le31.94 billion in 2006 to 1e37.33
billim in 2007. PRersarel assts accounted for 49.88% of total operating expanses, ragresanting
a 6.86% increase over the amount incurred in 2006. This increase could be attriluted to the
ret ef fect of a 10% salary increase, increase in sta&f turmover and retiraments during the
period under review. Adninistrative costs amounting to I1el0.75 billion was the next major
itam of exparditure during the period. Tt was 28.79% of total operating expenses and recorded
a 9.32% increase over the costs incurred in 2006. Currency Issue Expenses, Other Expenses
and Depreciation increased by 151.23%, 37.27% and 7.86% respectively.

The Net operating profit of 1e8.06 billion was treated in accordance with the requirement sof
Sections 11(6) and (9) of the Bank of Sierra Leone Act 2000.

Tdral equity improved by 13.73% fram a negative balance of 1e614.44 billion in 2006 to a
necative balance of 1e530.14 billion in 2007 largely due to the positive ef fect of the total pafit
(inclusive of the revaluation gains) for the year, the transfer of funds to the Gaeral Asset
Reserve, the additional amount provided by Goverrment to fully subscribe to the Bark’s
minimum paidup capital ard the adjustment to reflect the reduction in the provision for
impaimment of the Non—negotiable, Non-interest bearing Securities.

69



BANK OF SIERRA LEONE

Budget performance for year 2007

A INCOME

The Bank’ s performence in this area wes very inpressive as total incare of 1e49.22
billion received in 2007 was significantly higher then the projection of 1e29.93 billimn.
Extermal and Local Investments accounted 91.57% of this incare. The high proportion
of incare fram Extermal Investments was due to an increase in investment incame
realised fram the carbined ef fect of an wsurge in interest rates on the Bank’ s overseas
deoosits, increase in the Bark! s extermal investment s, the merging of investment parcels
to large volures in order to attract higher interest rates, and the depreciation of the
Leae. The Bank’ s holdirgs of Treasury Bills and Bearer Bads acquired in the Primary
and/or Secondary Market accounted for its incare fram Local Investments

B EXPENDITURE

Performance on expenditure was also encouraging as total actual expaditure of Ie
41.17 billion was 9.28% below the projected expenditure of Ie45.38 billion.

This outcare is a reflection of the savings recorded in Fwoluments, Other Charges
and Miscellaneous Expenditure voteheads which are the major heads under which the
Tulk of the Bank’ s exparditure is categorised. Currency Expenditure and Extraordinary
Charges however recorded negative variances.

The favourable result was achieved through concerted ef fots by Management to
maintain expaditure within strategic limits in addition to the non-implarent ation of
sare activities which were plarmed for the year . This, however, may af fect spading in
2008 as same of these activities would now be undert aken within this financial year.

The unfavourable performance on Currency Expenditure was as a result of increased
damand for new notes due to the implementation of a Clean Notes Policy by the Bank,
whilst that for Extraordinary Charges was due to high IMF Charges resulting fram
increased utilisation of IMF resources.

C. NET RESULT

Consequently, although a Net Loss of Ie15.45 billion was projected, a Net Profit of
1e8.06 billion was realisad for the year . AAditionlly, Revaluation Gains of 1el7.30
hillim were reflected in the Tnoare Statanent ut transferred to the Revaluation Reserve
Account in accordance with Section 54 (1) of the BSL Act 2000.

BUDGET FOR YEAR 2008

The Bank’s ludget for 2008 reflects an anticipated deficit of 1€14.90 billion. Tdad
expanditure is projected at 1e50.98 billion which represents an increase of 1e5.60
billion above the projections for 2007.
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Sinilarly, an increase in incare is also projected for Year 2008. Tdral expected incare
of Ie36.08 hillim is Ie6.15 billion above the projections for 2007.

The projected deficit of Iel14.90 billion is expected to be funded through budgetary
support fram Goverrment, failing which, the Bank may resort to Vault firencing while
ensuring that monetary targets agreed with the IMF are not breached. However,
Menagament intends to inplarent the following proposals to reduce the budget deficit
for 2008:

° Commission a marpower audit to determine the realistic manpower
resources needed to enable the Barnk perform its firction ef ficiarlywith
a view to right sizing such resources.

° Undertake a detailed expaditire review exercise.

° Expard the reverue base by requesting Goverrment to issue marketable
Seaurities to of fset the cgpital inpairment of 1e530.14 billion as at 31
December, 2007 in accordance with Section 10(6) of the BSL Act 2000,
thus providing additional interest incare.

The Bank’s Budget

Le’000 Ie’000 Ie'00
2007 2007 2008
Income Bucet Actuals Budoet
Extermal Irvestments 15,347,062 25,477,930 23,458,657
Local Investments 13,346,030 19,778,462 8,905,390
Other Bank Funds 841,145 624,276 948, 035
Exchange Gains 333,898 578,728 748,823
Others 57,388 2,765,104 2,019,208
29,925,523 49,224,500 36,080,113
Expenditure
Emoluments 21,750,005 8,614,910 24,711,264
Other Charges 9,422,677 7,218,533 9,693,448
Currency Expenditure 3,112,411 5,036,233 3,460,562
Miscellaneous Expenditure 7,714,640 6,299,223 8,8%,115
Extraordinary Charges 3,377,855 3,997,792 4,253,871
45,377,588 41,166,691 50,978,360
Net Position (15,452, 065) 8,057,809 (14,898, 247)
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Report of the Directors

The Directors have pleasure in sulnitting their report to the Govenment of Sierra Leae together with the
adited financial statarents for the year ended 31 Decanboer 2007.

Statement of Directors’ Responsibilities

The Bark of Sierra ILeme Act 2000 requires the Directors of the Bark to prepare ad fomard to the
Minister of Finance firancial stataments for each firancial year which give a tmee ad fair view of the
state of af fairs of the Bark ard of the profit ar lcss for the year then eded.

Tn precaring these firancial statanats, the Divectars are required to:

-  select suitable accomnting policies ard then gooly them cansistently;

-  meke judgaments ard estimates that are reasoable and prudent;

-  state whether goolicable accomnting standards have een followed, suoject to arny materdial departires
disclosed ad explained in the firancial stataments; ad

-  precare the financial statarents an the going aoncem kesis unless it is inggorgoriate to presure that
the Bark will cmtinue its goeratians.

The Directars are regsoansible for kegoing proper records which disclose with reasaable acorracy at ary

time the finencial position of the Bark ard to erble tham to esure that the financial statarents which

include a sumery of significant accounting policies and other explanatory notes in accordance with

Intermationl Financial Reporting Standards and the Bank of Sierra ILeae Act 2000. They are also

respasible for safeguarding the assets of the Bank and hence for taking reasaeble staos for the prevention

ad detectim of frad ad other irregularities.

Share Capital

Details of the Bark! s dare cxoital are given in rote 13 to the firancial statarnents.

Financial Statements

The amesed statarents adequately disclose the results of the Bank’ s qoeratias drdrng the year .
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Directors and their interests

The following were Dirvectors of the Bank as at 31 Decaroer 2007:

Dr J D Rogers Governor (apoointed 11 Aordl 2003)

Mr M S Fofana Deputy Governor (agoointed 25 Septenboer 2003)
Mr Maigore Kallon Directar (regpoointed 11 Septaroer 2005)
Ix I B Reters Directar (re—appointed 23 Novarber 2005)
Mrs Mariatu Madhi Directar (reagoointed 1 Aol 2007)

Dr Morie K Manyeh Director (re—gppointed 3 Septarber 2005)
Dr M B Yilh Directar (re—gppointed 3 Septarber 2005)

The Govarmor and the Deputy Governor who were gopointed on 11 Aoril 2003 and 25 September 2003
resoectively grll each ke gooointed far a term rot exoeading five yvears ad gall ke eligible for re-
aopointment.

The other Directars hold of fices for three years ad dall ke eligible far reggoointment.

No Director had during the vear, ar hes a materdal interest in any catract ar arrarograt of significance
to which the Bark wes or is a party.

Auditors

The Auditors, PKF, were gooointed by the Auditor General on 13th Decarber 2007 to conduct the audit
of the financial stataments for the year ended 31 Decarber 2007.

By order of the Board

fg " semwecary
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Report of the Independent Auditors to the Government of Sierra Leone

W e have audited the acocarpanying alance sheet of Bark of Sierra ILee as at 31 Decarber 2007
ad the related statanats of iroare, derges in equity ad cash flows for the vear thenerdsd.  These
firacial statarats are the regoosibility of the Directars. Qur resorsibility is to egyess an qoinian
a these firancial statavents kesed an our adit.

W e cadxted or adit in accardance with Tnterratiar] Staderds on Aditing as issued by the
Tnterrerias]l Aditing ad Assurance Standerds Board. Those stadards require that we plan and
perform the audit to dotain reasaeble assurance aoout whether the firancial statanants are free fran
neterial misstatarat. n audit includes exaninirg, an a test kasis, evidae sygoortirg the amouats
ad discloaures in the firencial statamets. 2 adit also inchudes assessing the accounting principles
used ad significant estinates mece by the Directars as well as evaletirg the overall firacial statanats
resatation. W e lbelieve thet orr audit provides a ressadble kasis for aur goinian.

In ar qoinion the firarcial statanatts presatt fairly, inall neterdal regoects, theposition of the Bark
at 31 Decandoer 2007 ard the results of its goeratians ad its cash flows for the year then exded in
acoordance with Tntermatiasl Firancial Reporting Starderds ard the Bark of Sierra Ieae Act 2000
to the extiat sst ot Inroe 1@) .

Date ll? f":l arcl. 208

<=

Freetown Char tered Accountants

Repoort of the Indgoardent Auditors to the Govenment of Sierra Leane 2008
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BANK OF SIERRA LEONE

Balance Sheet

Foreign Currency Financial Assets

Cash and cash Bquivalents

IMF Related Assets

Trvestments

2Accrued interest

Total Foreign Currency Financial Assets
Local Currency Financial Assets
Treasury bills and bearer bods

2Accrued interest

Loans ard Advances

5 year medium term bonds

Soecial issue of seaurties of the Govenment
of Sierra Ilexe

Total Local Currency Financial Assets
Total Firencial Assets

Non-Financial Assets

Other mm-firencial assets

Property, plant and eguipment

Total Nen-Financial Assets

Tdal Assets

Lighilities

Foreign Currency Financial Liabilities
IVF Related lighilities

Other Foreign Qurrency Liabilities

Total Foreign Currency Financial Ligbilities

ILocal Currency Financial Liabilities
Coverrment deposits

Camercial Banks deposits

Other deposits

2ocrued dharges ard other ligbilities

Total Local Currexcy Firancial Liabilities

Total Firencial Lisbilities

Non-Financial Iiabilities
Qurraxy in ciradation

Provision far revaluation of pipeline lishilities
Total Non-Finencial Liagbilities

Total Lighilities
Capital
Reserves

Total Buity

Total Liakilities ard Rouity

Note

10

5B

ThesFfiracial Sataratts ware ggoroved by the Board of Directars an

Governor F?wl
Deputy Governor
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07
L’000

551,075,653
105, 835,283
10,159, 616
2,497,038
669,567,590

128,607,037
642,262
8,032,646
50,000,000

2,454,694
189,736,639
859,304,229

28,495,982
49,257,794
71,753,776
937,058,005

188,891,281
26,813,930
215,705,211

548,961,529
53,669,712
27,181,137

3,020,111

632,832,489

848,537,700
350,165,207
268,491,102
618, 656,309
1,467,194,009
50,000,000
(580,136,004)

(530,136,004)

937.058.005

2006
Le’000

462,715,354
85,991,074
9,394,300
2,056,094
560,156, 822

88,476,191
141,914
7,695,661

1,607,750
97,921,516
658,078,338

26,015,766
49,694,228
75,709,994
733,788,332

698,498,590
28,601,270
727,099, 860

12,961,585
24,780,583
23,587,714

3,496,977
64,826,859

791,926,719
294,682,562
261,623,421
556,305,983
1,348,232,702
24,001,500
(638,445, 870)

(614,444,370)

733,788,332

7 Marche 2
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Income Statement

Operating Income:
Tnterest incare fran firancial assets

Foreign Currency Trnvestments
Covermment Bills and Bonds
Advances to Goverrment
TInvestment of Bank’ s Funds

Exposes an firancial ligbilities

IMF interest ard darges

Garges o foreign transactians
Anortisation of Government Securities
Net edtarge gain/ (1oss)

Other Incare

Total Operating Incare
Operating Expenses:
Persamel

Deoreciation

Currency

i ‘o
Other

Total Operating Expenses
Net Operating Incorme/ (loss)

Revaluation Gains/ (Losses)

Profit/ (ILoss) after Revaluation Gains/ (Losses)

Transfer to Revaluation Reserve

Profit available for goorooriation under

the BSL Act 2000

Note

14
14
14
14

16

17

2007
Le’000

5,477,930
19,788,462
133,3%
64,256

47,254,014
(3,815,3%5)
(23,723)
(1,713)
578,728
131,78
45,383,699
(18,614, 910)
(2,772,360)
(5,036,233)
(10,745,3%)
(156,991)
(37,325, 890)
8,057,809
17,298, 855
25,356,664

(17,298, 855)

8,057,809

2006
Ie’000

21,471,864
7,056,347
884,200
1,004,907

30,417,318
(3,176,738)
(39,685)
(1,522)
(%,683)
3,320,291
30,422,941
(17,420,367)
(2,570,51])
(2,004, 645)
(9,829,409
(L14,374)
(31,939,306)
(1,516,365)
(18,947, 643)
(20,464,008)

18,947,643

(1,516,365)
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ANNUAL REPORT AND STATEMENT & ACCOUNTS

Cash Flow Stateament

Note

Cash Flows from Operating Activities
Interest Received
Other Incare
Tnterest Baid
Camissions and discounts paid
Payments to arnployess and sugpliers

21
(Tncrease) /decresse in goerating assets:
Loans and Advances
Oder Assets
Trcrease/ (Jecrease) in qoarating lishilities
Deposits fram Govermment
Deposits fram Banks
Other Dgoosits
Foreign Currency Deposits
Other Lighilities

Net Cash Inflow/ (Outflow) fram Operating Activities
Net disirvestments/ (investments) in marketable searrities
SAle of goecial issue govenment seaurities

Foreign currency irnvestments

Burdese of tagible fixed assets

Medium term bond

Cash Outflow fram Investing Activities

Financing Activities

Additianl cgpital ad other adjustments
Fuds fram the IMF

Cash (Cutflow)/Inflows fraom Financing Activities
Increase in Cash and Cash Equivalents
Opening Cash and Cash Equivalents

Closing Cash and Cash Equivalents

e

Le’000

46,312,722
1,391, 78
(3,815,365)
553,292
(34,553,529)

9,888,878

(336,985)
(2,480,216)

535,999, 944
28,889,129
3,583,484
(1,787,340)
(476,866)

573,289,968
(40,130, 846)
(846,944)
(765 316)
(2,335,928)
(50,000, 000)

(94,079,034)

52,500,000
(512,152, 663)
6,867,681
55,482,645
6,451,702
(390,850, 635)
88,360,299
462,715,354

551,075 ,653

Le’000

30,298,697
3,320,291
(3,176,738)
(137,930)
(29,368, 795)

935,525
2,967,583

(16,710,492)

(59,772,868)
(9,155,735)
(2,367,8%4)
(1,599,371)

516,795

(85,186,417)
(16,403, 657)
48,392,250

(945, 345)
GR,e%)

30,643,644

58,520,188
15,215,460
39,604,243
113,339,891
58,617,118

404,098,236

462,715,354



BANK OF SIERRA LEONE

Notes to the Financial Statements
1 Prircipal Accounting Policies
Suary of significant accounting policies

The prircisl acoouanting policies gplied in the pracaration of these firarcial statanats are as
st ot kelow:

6 Framework of Accounting Rolicies

Tn pracaring its statutory firercial statarants the Bark aaplies with the requiranats of the
Bark of Sierra Ieae Act 2000 to the extatt thet tte provisias d roc anflict with Tnterstiasl
Firercial Stadkrds. Revisias to the Bark of Sierra Ieoe 2ct 2000 thet are row in progress
are expected to elimirate arny aanflicts with Tntermatiasl Firencial Reporting S tadards.
2dption of TFRSs dojective is to give a true ard fair view.

B Statement of Carpliance

Tre Firarcial Statarats have been prapared for the first time in acoardarnce with Tterratiasl
Financial Reporting Standards (IFRSs) beirg the stardards ard interpretations adopted by
the Tteretiae]l Accounting S tandards Board.

nmeasuranat at fair value of trading seaurities and property .

The Bark presants its financial assets ad ligbilities, ad the associated incare and expoanse
streams by distinguishing between foreign arrency and local arracy activities. Foredgn
arraxy activities arise nmainly fram the Bark’ s menegament of the contry”’ s exienral resenes.
Lol arraxy activities reflect transactians arising franmmetary policy inplarentatians,
nereging aurracy in ciradlation and Banking activities.

O Corparatives
The carparatives for the year ended 31 Decaroer 2006 have bean restated to

f). Corect an error in the valetion of foreion array lisdilities. This errar resulted in
an overstatarent of valuatian gains in 2006 of 168 killion Lexes ard priar yesrs of
valuatiom losses by 18 billion Iemes

fi). Restate the Bark’ s holdings of Soecial Tese of Seaurities of the Govenmeant of Sierra
Leae at fair value in accordance with IAS 39. As these searrities heve ro interest
rate ar redanption date fair value hes been assessed as zero.  This regllts ina derceto
reserves of 480 billion Ieaes
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Notes to the Firancial Statearents

M Report 1,560 million Iexes of iroare an varioss furds row all reclassified as part of
Gaeral Asset Reserve as droare throgh the dnoare statanant riar to transfer to
Geeral Reserve.

(iv) Rgort the interest of Sierra Ieae in the Tntermatiaal Mrxetary Fad an a ret kesis.
This results ina redctiom of foreiogn assets by 48 hillion Ieaes.
(v) Meet the additiaal discloaure requirament required by TFRSS?
@ Foreign Currexy Translation

Fuctionl and presatation arrency

Trans ircluded in the firancial statanetts are nessured usirg the arracy of the prmery ecoonic
aviramat inwhich the Bark qoerates (‘e fuctiasl orraxy’) . The firencial statamatts are
resented in Lee, which is the Bk’ s functiarl and presentation arracy, roaded to the
rearest thousad.

Transactions and Balances

Assets ad lishilities daonireted in fareion arrary are traslated into Ieae at exdace rates
nilirg at trelalare dest dite. Trarsactias denireted in foreign arrary are translared into
Iaxe at the edae rates valid at tte date of the trasactias. All edae rate dif faatals
are recogrised in the inoare statarant.

Exteroe rate agpinst the Taae: 31/12/07 31/12/06

USD 2,977.59 2,973.94

GBP 6,117.47 5,828.48

WAUA 4,665.13 4,501.13

EURO 4,358.25 3,908.71

SDR 4,649.56 4,423.38
© Offsetting

ad aily whe, there is a legglly enfarossble ridght to set off the recognised amounts ard when
there is iIntabion to sattle maret kesis, ar raglise the asset ad sattle the lidhi ity similtarea sly .

i Sale and Repur dese Agreaments

Saarities sold sdoject to repardese agregmaits (‘raoos’) are redlassified in the firancial statevents
as pladed assets whn the transfieree has the ridht by antract ar asstam to sl ar replede the
allateral; the conterarty lidoility is included in the avornt of dgoosits frankarks. Seaurdities
prdesd uder sgreaEts to reell (‘reerergas’) are reoaced as loas ad edvances
to other karks. The differaxe between sale ad reprdese price is treated as interest ad
accrued oer the life of the agreanatts usirg the effective interest mettod. Seaurdties lat to
conterparties are also ratainad in the Financial Sataatts.

8l



BANK OF SIERRA LEONE

Notes to the Firancial Statements
© Cash and Cash Equivalents

Far cash flow statarant purposes cash ard cash equivalants aaprise balances with less then 90
Gays toneturity fran the date of acgquisition Irchiding: foreign array dgoosits, foreign arraxcy

h Firencial Assets ard Lidkhilities

The Bark classifies its firancial assets with the exogotion of the Soecial isse of Ssaurities of
the Govermmant of Sierra Leae in the following categories: financial assets at fair value
through profit ad loss; loans ad receivables; held-toaturity investments; and available-
for - sale firacial essets. The Bark determines the classificatias of its irvestents an initial

At initdal recogrtion all firancial assats, et those dassified as firacial assas at fairwvahe
thrachpofit ad lcss, are recogiisad at their fairvalie, raoesantirg the fairvahe of the process
given, plus the transaction aosts. The firarcial assets at fair valie throch profit ad loss are
recogisad at their fairvale, raoresanting the fairvahe of the promeads given, while the trarsactdon
acets are reooded inprofit ad Joss at their dnogotion.

Firancial Assets at fair valie through Profit ad Ioss .

This category hes two suib-categories: firancial assets held for trading, ard those desigeted
at fair vahe troch profit ad loss et irogodon. A firacial asset is dlassified in this categyy
if acquired rircielly for the papose of sellirg in the dhort term ar if so desigated by
nmenagement. There are ro firarcial assets at fair value through profit ad loss thet are rot
held for tradirg.

A firarcial asset is dassifiad as held for trading if it is aogired prircial by for the parpose of
sl ling ar rqpurdesing it in the resr tamard for vhich there is evidae of a recant actisl Eettem
of dortampofit taking.

Firacial assets at fair value throch profit ad loss are carrded at fair value ad the fair value
drerges are recognisad in the profit ad lcss.

Loans and Advances

Loans ard advarnces are nar-derivative firancial assets with fixed determirable payments
thet are rot gquoted in an ectivenarket. They arise when the Bark provides money to a ddotor
with ro intetion of trading the receiveble.

Loans are recoonisad when the cash is advanced to the borrowers and are carrded at arortised
acst wsiry tre effective interest rate nettod.
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Notes to the Firancial Staterents
Held to Meturity

Held-tonsturity irvestmants are nor-derivative firerncial assets with fixed ar determireble
aymatts ad fixed neturities thet the Bak’ s mareggmat Tes the positive intation ad daility
tohold toretrity .

Held+tonehurity irvestatts are carried at anrtisad acst usirg the effective interest metdod.
Availdble for Sale

Availddle-for —sdle irvestmants are those intarded to e held for an irdefinite perdod of time,
which may be sold in respase to nesds for liquidity .

Avalldde-for -ssle firarial assets are caysgatly arried at fairvahe. The fair values of goted
Irvestimants in active narkets are kased an arrent bid prices. Uouoted equity instruments
whose fair value canrot be relidoly determined are carried at acst, less inpaiment.

Urealised gains ar losses are raportad as a saarate aoparatt of equity until the irvestment
1s derecognised or the rvestimant is detarmined to e inpaired. n derecognition ar inpainment
the aundlative gain ar loss previosly reported in equity is inchuded in the stataet of irnoae
for tte perad.

The fair value of instrurents traded an recognisad firancial nerkets is determined according
to arrant bid prices.

The fair value of unguoted irvestments is detenmined by referance to the market rices of
similar irnvestments or is kased an the expoacted disconted cash flows.

(i) Inpaimment of Financial Assets.
Assets carried ar Anortised Cost

The Bark assesses at eech kalance sheet date whether there s dojective evidace thet a firancial
assek ar grop of firancial assets is inpaired. A firacial asset ar grop of firacial assets is
Inpaired and inpaiment losses imoarred if, and anly if, there is dojective evidence of
Inpaiment as the result of ae armore evats thet coourred after the Initial recognition of the
aset (@ ‘loss eat’) ad thet loss eat (ar evaits) hes an inpact o the estimated fiire cash
flows of the firancial asset ar grap of financial assets that can be relidbly estimated.

Tnpaiment losses an assets carried at anortised cost are measured as the dif ference betiween
the carrying avont of the firancial assets and the present value of estimated future cash
flons discontad at the assats ardgiral effective interest rate. Losses are recognisad inrofit ad
Ices ad reflectad in an allovance acoournt agpinst the regpective assets.
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Notes to the Firancial Staterents

If, ina sdesegqEtt periad, the aouat of the inpaiment loss decreases ard the decresse canbe
related dojectively to an evat ocoaurring after the Inpadrmeant was recognised, the previously
recognisad inpaiment loss is reversaed by adjustirg the allorence acooant. 'The arount of the
reversdl is reqogiissd inprofit ad Ioss.

2aets dlassifiad as available for sale

The Bark assesses at each kalance shest date whether assets classified as available for sale
lces —messured as the dif ferae betwem the acquisition aost ad the arrat fair value, less
ay inpaired loss o thet firencial asset previossly recognised inprofit and loss — 1s rawoved
fram equity and recognised in the incare statarent.

 De-recognition
A firancial asset gull be derecognised when the Bark loses aontrol over the aontractual
saradered. A firarial lidaility el e derecognised when it is extirgaished.
Availdole-for -sale assets ad assets held for trading el e derecognised when sold ad the
corresoading receivable fram the uyer for the payment is recognised.
Held-tomanurity instrurents ard arigirated loans ad receivables ghall e derecognised an
the day they are raaid in full by the Baar .

) Trade Date

All firancial assets ad ligbilities are recognised in the kalance sheet an a trade date kasis.
This means that purdhases and sales are recognisad fran the date at which the pardese or
sale is agra=d.

K Hedging

The Bark did not designate any transactions as hedhes during the yvear .

0 Assets and Liabilities held with the Intermational Monetary Fund

The kark acts as the dgpository ad fiseal agant of Sierra Leae in the relatianship of Sierra
Leone with the Intermatioal Monetary Fund (IMF) . The net position with respect to Sierra
Leone’ s manbership of the IMF is reported on the Barnk’ s kalae sheet. All other claims of
Sierra Ieae m ad lighilities to the IWF are recarded in the firencial stataments of the
Bark. The aoposition of thet positiom is explained in note 2.

Acsets ad lighilities denanireted in SRs are translated into Leae at the official exdance
rate of Leae to IR at the kalance sheet cate.
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Notes to the Firancial Statements
(m) Property, Plant and Eouipment

) Cost ar Valuation

Property, plant ard equiprantt is recorded at acst ar valuatian and reported less acoumilated
daoreciation. Revaluatians are mede with suf ficiat regalarity to asuare thet the carryirg
aroxt of an asset doss rot differ naterial Iy fran thet which would e detarmined usirg the fair
valie at the kalace deet date. Ay grirs arising on revaluetim are  credited directly to the

Sisag et epaditure gall aily be aapitalised where it irncresses the fubire econic baefits
atbodied in the itam of procerty, plat adeqipmat. All other egpaditire gall e recoguisaed
in the incare statamat as an eparse as inoarred.

(1i) Dgoreciatim
Daeciation 1s drerged to the inoare statamat an a straight line kesis with the carrespadirg
cradit to the regpective acaunilated dgoreciation acoart.

Deoreciation rates are reviewad a an anel esis to ensure they reflect the funre ecaxnic
berefits abodied in the asset.

Current Deoreciatian Rates
Nierf Years
G
Grpter Ryjpet
Véides
Plat admedtirery
Rumitire ad egrpet

s~ B o g

) Trventories

Trvantares are valuad at the Jower of aost ar ret realissble vahie. thissued arracy stocks are
recarded as drventary at the aost of acquisition and expensad when issued.

) Qurrency in Circulation

Barkiotes and coins in ciradlation issued by the kank are presented in the kalance sheet as a
lidaility in favour of the lolder, at faewvahe. When coins and notes are withdrawn fram
ciradlatiom the relevant darerd dgocsits are increased, while the ligkility in favour of the
holders is redod.

K Deposits

Doosits are reconised initdally at fair value. Siesequently doosits are recognised at arortised
axt.

85



BANK OF SIERRA LEONE

Notes to the Firancial Staterents
) Provisias

Provisias are recogiisad in tte kalae seet where tte Bark bes a lecpl ar aorstrmuctive daligation
as the readlt of aest eatt, ad it is prdsble thet an cutflow of ecannic beefits will e
raquired to settle the ddligatian, ad a relidble estimate of the amout of the ddligation canbe
mede.

(m) Other Payables
Other payables are reaognisad at aost.
) Incare and Expense Recognition

Tnterest inoare ard expase 1s recognised in the statarent of inoare for all interest bearirg
Irstruatts usirg the effective interest metod.

Fees, camissias ad other epaditire are recognisad in the incare statarent an an accrual
Izsis.

O HEmoloyment benefits

A1l Barnk enployees are marbers of the Natiaal Social Seaurity and Insurance Tnst. The
Bank’ s aatrilbutians to this sdhare anlbdslf of its erployess are racognisad as a acst in the
incare statarent.

© Appraxiatias of Anmual Net prdit

Under Section 11 of the Bark of Sierra Iexe Act 2000 (the Act), et profit dall e allosted
as fallons;

Qe third of rnet profit gall ke trarsfearred to Greral Reserve if the Ganeral Resernve
does not exoead the minimum paid uo capital of the Bank. One sixth of net profit is
allocated to Gaeral Reserve if the General Reserve exoesds the minimum paid up
cxoital of the Bark (U to the point where the Ganeral Reserve eguals faur times the
minimm paid up capital) . Rurther allocation to General Reserve may e mede with
the agoroval. of the Minister .

Qe qerter of the ramining profit for the firancial year is then used to redeam any
GCovenment Seaurdities held by the Bank that have been previausly issued to preserve
the minimm paid-up capital of the Bank fram impainment.

2n amount determinad through aonsultation with the Minister is then allocated to the
Develganent Credit Fund established under the At. Ay reside of ret profit is paid
into a Cosolidated Rurd.
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Notes to the Firancial Staterents

The above agoraoriatians will not be mede shauld the Board judge the assets of the
Bk tole (@ior to aras a readlt of tte ggyaxdatias) less then the amaf ligoilites

ard mirdmm pedd up capital .

If the Bak imurs aret loss drrrg a firacial year, this loss isdarged to the Gaeral Reserve
uril the Reserve is depletad, when losses will be carried fomerd, to be replenished by
Govenmat transfers of firds, negotidble seaurities bearirg nerket related tams ad caditias
o foreign edraroe. n the dosae of such replanignat, all fubare profits will e allocatad to
caal acomuilated losses in priarity to the doove gooradatians.

Also In acoordare with Section 54 (3) where there is a carrded over 1oss ar aret d&ait alare
in tte redhetio reserve acooats, aoats gall ke transferrad fran tte aveilddle alare n tte
Cxeral Reserve to canoal such carried over losses.

Q Texatim

Th accaordare with Section 9 (@) (1) of the Frare Tax Act 2000 ad Sectian 56 (3) of
the Bark of Sierrva Ieae Act 2000, the profits of the Bak are rot lidble to Toare Tax

2 IMF Related Assets

IMF Quota
Iess: Sardties Account
IFNo 1 Account
Vahetiom 2Adjustment
Resene Trande
SR Holdings

2007 2006

Le’000 Le’000
487,942,603 458,705,451
(67,390,261) (67,390,262)
(404,977,990) (238,868, 246)
(152,340, 140)

15,574,352 106, 803
90,260,931 85,834,271
105,835,283 85,991,074

Sierra Leae’ s interest in the Tntermatiaal Myetary Fud ispresated smaret kesis as here isa
lecpl ridght of set off betwam its menbership aocooutts.

3 Investments

AfrexdinBark Capital Trvestment
AfreximBank Dividend Trvestment

BSL CON-WA M A Credit Guarantee Fud
WAMA

2,382,072 2,379,152
434,738 424,223
494,349 494,348
6,388,485/ 6,096,577

10,159, 616 9,394,300
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N otes to the Firarcial Statarents

4,  Treasury Bills ard Bearer Bonds

Tressury Bills held for moyetary policy 92,812,277 73,599,757
Treasury Bearer Bads held for monetary policy 29,126,200 7,946,600
Gler Treasury Bills ard Bearer Baxds 6,668,560 6,929,834
128,607,037 83,476,191

5 Soecial Issue of Seaurities of the Goverment of Sierra Leae
Searrites In isse at the begimirg of tevesr 0.00 232,929
Provision for inpaiment - (480,232,929)
0 0
Qoenirg kalarce of nerketable seaurities 1,607,750 50,000,000

Marketable Govenment Seaurdities 2,500,000

Less proosas fran sale of searrdities (1,653,056) (48,392,250)
2,454,694 1,607,750

Under Section 44(2) ad 7(2) of the repealed Bark of Sierra Iee (Zmardrent) Act 1970, the
Minister of Firance ard the Firancial Sacretary, an baulf of the Govenment issued an 24 Jure
1994 ard 25 May 2000 nonrnegotisble, non-interest-tearing searities with no fixed redaption

e

2s these senrities lave ro interest rate ad ro fixed redeyption date in acoordaee with Tteretias]l
Accounting Standards they have been discounted to net present value based an projected cash

flows. This valletion results ina z=zovelle.

6. Icas ad Advances

Advances to Banks
Less Provision for ed Deotes

SEff persaal lan
Saff hosirg len
Sttt vanidle lam
Advances to antractars
Advarnoess to staff

2Advaroes to others
Rat etc. paid in advarce

2007
Le’000

5,134,508
(34,338)
5,100,170
866,777
547,592

900,400
el
10,049
45,868
212,949

8,032,646

2006
Le’000

5,134,508
(34,338)
5,100,170
1,242,548
9,236

638,332
443,674
1,289
17,304
243,108

7,695,661
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Notes to the Firancial Staterents

7 Other No+-Firarncial assets

Gold Stock 220,618 168,176

Trventory Ttans

8

Medical 83,436 61,053
Rel 35,145 91,832
Maintenance 65,379 32,297
Satiaery 143,682 137,512
Others 109,080 103,688
T Intrasit 15,053,705 14,913,603
Deferred arrary issie expases 12,638,213 10,364,167
Deferred Govenmant Seaurity certificates eqoanses 141,724 143,438
28,495,982 26,015,766
8 Property, Plant and Eouipment
Cost:
Pramises Equipment Tazal
Le’000 Le’000 Le’000
Balance at 1 Jarwary 2007 50,210,618 15,804,796 66,015,414
Revaluatiom of Bark’ s prqperties
Aoqisitias 192,226 2,145,247 2,337,473
Disoosals (5,040) (5,040)
Ralance at 31 Decarber 2007 50,402,844 17,945,003 68,347,847
Depreciation:
Balance at 1 Jarwary 2007 5,208,376 11,112,810 16,321,186
Dyoreciation daree for the year 994,874 1,777,486 2,772,360
2djustments 1,546 1,546
Dispesals dudng the year (5,039) (5,039
Ralance at 31 Decarber 2007 6,203,250 12,886,803 19,090,053
Net Book Valie:
At 1 Jaruary 2007 45,002,242 4,691,986 49,694,228
At 31 Decenber 2007 44,199,594 5,058,200 49,257,794
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Notes to the Firancial Staterents

Freghold properties in Freetoan and Kenara were revalued in June 2006 an a replacament cost
Iesis, takirg into aasideration the Bak’ s soecialisad facilities, by Realin B Associates Lintead,
Architects, Foiresrs ad Plarers. Tre radlustion hes e reflectad in these firarcial statamats.
The surplus arising therem hes been credited to the Property Revaluation Reserve acoournt.

o. IVF Related Lidhilities
2007 2006
Le’000 Le’000
IMF Special Drawing Rights 81,158,070 77,210,098
IMF Poverty Reduction and Growth Facility (BRGF) 107,733,211 621,288,492
188,891,281 698,498,590
10. Other Fareign Curracy Firancial Tiabilities
Fareign payment 0 917,224
Sierra Rutile/GXSL Ican 2,158,871 2,156,225
Bank of China UsS Clearing 25,056,927 25,026,212
WAMA ECOWAS Tmaellas' Cheques 11,798 11,798
WAMA ECOWAS Trarllaes' Gegues clearing (1,169) (1,170)
Camission of Furcoean Camittee 733,732 1,596,915
WAM A ssttleat (1,146,229) (1,105,934)
26,813,930 28,601,270
11. Accrued Charges and Other Lidnilities
Accrued dharges 2,879,293 3,336,335
P.S. Bxd in cirailatim 449 449
Retention mmies 138,907 145,105
Rent received in advance 0 11,475
Unepgoroved irvoices (&5) (825)
Trace ard sudry areditars 2,287 4,438
3,020,111 3,496,977

0
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. Provision far Reveluatiom of Pipeline Lighilities
2007 2006
Le’000 Le’000
Begimirg of year 261,623,421 246,407,961
Remlietion 6,867,681 15,215,460
Fd of year 268,491,102 261,623,421

Tre provision for revshetian of pipelire is a aatirogy provision in regpect of pipelire dgoosits in e
Bank’ s lodks.

13. Cxpoital ad Reserves
2007 2006
Le’000 Ir={080)
@ Cital
Arthorised 100,000,000 100, 000, 000
Tssed 50,000,000 24,001,500
Foreign Bxtarge Revaluatian Reserve (202,698, 528) (219,997,383)
Property Revaluation Reserve 32,792,919 32,792.919
Gaeral Reserve (447,407,527) (481,749,294)
Gaeral Asset Resenve 37,177,132 30,507,888
Total Reserves (580,136,004) (638,445, 870)

Sectias 10(1) ad 71 of the Bark of Sierra Ieae 2Act 2000 reguire thet the minimm paid up caoital
of the Bark nust ke Ieb0m, to ke subscribed within five years fran the cammencament of the Act
thet is by 15 Feaxuary 2005. The cpital hes been fully sdescrited.

) Gereral Reserve Furd

Urkr the provisian of Saction 11(2) of the Bak of Sierra Ieoe Act, a Greral Resernve 1s estadlised
by allaation fram the ret profit of eech year . Qe third of ret profit is allasted if the Greral Reserve
Jdoes rot exoead the minimm paid o cgoital of the Bark. e sixth of net profit is allocated goald
Gxeral Reserve exoesd the minimm paid up capital of the Bark (up to the point where the Reserve
equals four times the minimm paid up caoital) . Further allocatias to the Gaeral Reserve nay e
nece fram time to time with the ggoroval of the Minister to irncrease the reserve bsyad faur times the
nirinum paid up capital of the Bark.
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Tn acoordarnce with Section 11(7) of e Act, if the Bark irours ay ret 1oss drirg ay firercial yesr
arh Icss gall e darged to the Gereral Reserve. Also in accardarce with Section 54 (3) where there
is a carried over loss ar net dehit kalance in the Revaluation Resenve Aocount, anounts shall e
trarsferred fram the availddle kalance in the Geeral Reserve to cancel such carried over losses.

() Forelgn BExtenge Revaluation Reserve

Urker Section 54(1) of the Bark of Sierra Ieae Act 2000, gains ad losses arisirg fran ay derces
n ttevalietion of the Bak’ s foreign arracy daonireted assets ad lidhilities resultirng fron daroges
in the rate of edae of telaae, a ay daoe in tte valie arities ar exddae rate of assats with
respect to the Ieoe are taken to the Fareign Exdrarge Revaluation Reserve.

Uxker Sectian 54(3) of the Act, ay net ddait in this Reserve Account will be cancelled by fubure
reslietion geirs ar by trasfers fran the Gereral Reserve. Zdtitos]llyropofit dall ke trasferred to
the Gn=olidated Fud ard all avadlable profit dell e credited to the Revaluatian Reserve Account
util the awout is sufficiat to coer the losses reflectad by the dgait Tes been transferrad.

@) Property Revaluation Reserve

The Bk nairtains a Prgoerty Realation Resenve to which 1s transferred reahietion gairs an revaluirg

14. Toare fram Financial Assets
2007 2006
Le’000 Le’000
Incare from Foreign Curraxy Assets
SIG Trvestments 6,345,940 5,268,835
USS Investments 11,088,680 11,132,544
SR Investments 3,652,095 3,192,121
Other Exterral Trvestmants 4,391,215 1,878,364
Total Incare from Foreign Currexy Assets 25,477,930 21,471,864
Incare from Local Curraxy Assets
Incare on Sierra Leone Government Bearer Bonds 3,018,516 3,230,908
Incare on Sierra Leone Government Tressry Bills 16,759,946 3,825,439
Tncare an Loans and Advances 1,373,346 884,200
Tncare fran Trvestment of Bank’ s Rads 624,276 1,004,907
Total Incare from Local Curraxy Assets 21,776,084 8,945,454
Total Incare fran Financial Assets 47,254,014 30,417,318
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15. BEpases an Firarcial Lighilities
Expenses an Foreign Currency Liabilities
TInterest egoanses: IMF Tnterest and Gearces

Charges an Foreign Trarsactias

Total Expenses an Foreign Curraxy Lishilities

Expenses an Local Currency Iiabilities

Muortisarion of Govenrmat Searrities

Total Expenses on Local Curraexy Lidailities

Total Fxpases an Firancial Tiabilities

16. Other Tnoare

Camission Received
Camission on Foreign Trasactias
Net Overs in Tils

Profit an Sle of Camenoration Coins
Pofit ;. Sleof Assets

Rents Received

Surdry Receipts

Gains in Metary Coeratians

Tnterest Recaived

Total Other Incame

Net Movement in Reserves

93

(3,815,365)

(23,723)

(3,839,088)

(1,713)

(1,713)

(3,840,801)

36,020
6,713

762

0

1,500
11,475
1,521,231

10,056

1,587,757

(195,999)
1,391,758

(3,176,738)

(39,65)

(3,216,423)

(1,562)

(1,562)

(3,217,985)

41,010
3,559
1117

297
23,3%
80,498

3,082,121

88,298

1,750,880

1,569,411
3,320,291
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17. CQuoracy

Currency Managament
Arracy Issue Expanses

Total Currency Expenses

18 Administration

Passages and Overseas Al lowences
o o : il Oroericets

19. Cotirpgett Lidoilities

Guarantess arnd Bxdorsanents
Pramissory Notes

20. Capital Camitments

2007
Le’000

(86,036)
(4,950,197)

(5,036,233)

(1,050,830)
(1,670,457)
(1,559,39)
(6,464,710)

(10,745, 396)

230,370,806
12,727,679

2006
Le’000

(L19,0%)
(1,885,549)

(2,004, 645)

—_

1,274,631
1,047,048
1,446,189
6,061,541

—_

—_
—_— = —

—_

(9,829,409)

206,831,599
13,481,795

Cpital comitments not provided faor at year exd were authorised and aontracted for in regoect of

Cxoital epaditure/oilding raovation 859,329

African Export Tmport Bank

(Qutstanding Seres - $1.2millio ) 3,583,188
4,432,437

21. Reconciliation of Qeerating Cash Flows with Qperating Profit

Qperating (Loss) /Profit 25,3%,664

Effect of exdance rate movarents (17,298, 855)

Doreciation 2,772,360

Decrease In interest receiveble (o41,291)

Net cash inflow fran goerating activities 9,883,878

257,296

3,568,728

3,826,024

(20,464, 008)
18,947,643
2,5/0,511
(L18,621)

96,55
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2. Risk Management
Financial Risk Management

Tnterratiasl Firancial Reportirg Stadhrd 7 — Firarncial Istruratts: Disclosures — raguires discloaure of
Infomation relating to: both recognised and Urecognised firancial instrurats, their significane ad
perfarmence, accontirg policies, tenms ad axditians, ret fair values ad risk infometion - teBak’ s

A firaial irstnatt is defined as ay aatract thet gives rise to both a firarcial asset of ae etepyise
ad firarial liddility ar egiity irstruret of adter atamrise. Tre idatifidde firacial irsturats for e
Bark of Sierra Ieae are its darestic govenmatt searrities, its foreign orraxy lidhilities, lcans ad
adaes, ak dgosits, arrary in ciradlation ad dgoosit lidailities.

Net fair value is the awuit for which an asset could ke exdanged, or a ligbility settled, between
krowledbesble, willirg parties inanamy’ s lapth trasaction. Bak of Sierra Ieae’ s reoogisad irnstrunats
are carried at acst ar arratt market value, which ggoraxinetes ret fair vahie.

The Bark is irvolved in policariented activities. Therefare, the Bark’ s risk mensganent framework
to which the Bark is exposad irchude aradit rigk, foreign edaroe risk and interest rate risk. In the
nerecevat of foreign reserves, minimising liquidity risk is the prine ansideration in acder to easure the
availdoility of arraxy as required. Like most aantral kenks the ratiure of the Bak’ s qoeratians crestes
epoaUre to a raoe of geratiasl ad rapuatianl risks.

Bark meregamant secks to ensure that strang and effective risk mensgament and control. systars are in
place faor assessing, monitoring and mereging risk expoaure. Soacialist staf £ cadiucts the Bank! s Jasl
arraxy, foreion arraxy reserves mareganant, ad foreign exdange dealing goaratians in accardance
with a clearly defined risk meregament framewark, including linits and delegated authorities set by the
Goverror .

The Bk is sdgject to anamal exterral adit forwhich the Axditor-Gareral takes regoosibility either by
codcting the adit ar ggointing an axditar as prescribed in Section 52(1) of the Bark of Sierra Ieae
Act 2000. Aditing arrangements are oversean by an Audit Camnittee of the Roard which meets regularly
tommitar the firencial reporting ad audit finctias within the Bark. The Gamiittee reviews the interral
audit function and when necessary, sould have direct acoess to the Extenmal Auditor .The Conmmittee
reports to the Board of Directors an dts activities.

The overall risk menegarent framework is designed to stragly encourage the sound and prudent
nmenagarent of the Bank’ srids. The Barnk sacks to ensure the risk menagarent framework is aonsistent
with firacial market est practice.

The risk tables in this rote are all kased o Bak of Sierra Leae’ s portfolio as raported in its kalae et
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Operational Risk

Qoeratiasl risk is the risk of loss inloth firarcial ad m-firacial tems resdlting fronhen encar ad
the failure of intersl prosessess ad systans.

Maregirg qoeratiad] risk is seen as an integral part of the day-to-day qoeratias ard marsgamat, which
Irchoes eqplicit aaxsideatian of both the qgoortinities ad the risks of all husiness activities. Qoeratiasl
risk meregamant inchudes Bark-wide aorparate policies that describe the stardard required of staff ad
goecific interral artrol systars desiged aroad the partiadlar deracteristics of varias Bak actvities.

Carpliance with corporate policies ard dgcartmantal internrsl catrol. systars are mereged by decertmantal
nereceet ad an active interrel adit fuctio .

Credit Risk

Cradit risk is tte risk of lcss arisirg frana conterarty to a firacial axtract failing to disderee its

Credit Risk Management

Credit risk is monitared ard mereged daily . Bxooaures are axtrolled ttrogh individ sl corntercarty ad
Isser aadit Iindts. Tdivid sl aedit 1inits are set an thelesis of the ratirg of the carntenearty or isser.

The maximm loss that the Bak would suffer as a regult of a searrity isseer defailting is the value reported
in trelalace deet.

Concentration of Credit Exposure

The Bank’ s significant edtof-year caxantratias of aedit expeaure, classified by industry of the issuer
were as follows :

2007 2006

Le’000 Le’000

Sierra Leae Governmaent 181,703,993 90,225, 855
Other Sovereign Tssuers 161,789,817 90,847,200
Qpxaetiasal Firacial Trstdtutbas 115,994,899 95,385,374
Overgsss Firacial Trstituttias 387,168,047 371,547,484
Sierra Ieae Firacial Tstitdas 5,134,508 5,134,508
Other 7,512,965 4,937,917
Total Firercial Assets 859,304,229 658,078,338

9%
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The Bark’ s significat edtof-year axratratias of cradit egoare, assd on the corntry/regian in
which the issuers’ arat wes locatad, were as follons:

Sierra Ieae 186,838,501 95,360,363
Uhited StaesdE America 6,012,052 54,035,533
Burooe 542,945,812 408,359,151
Spaetiasl Firacial Istdtubas 115,994,899 95,385,374
Other 7,512,965 4,937,917
Total Firencial Assets 859,304,229 658,078,338

Credit Exposure by Credit Rating

Tre followirg table raoresants the Bark!’ s firarcial assets esed on Stardard ard Poor ’s aradit radrg of
theisser A A A is the hidest gality ratirg possible ad irdicates thet the ettty hes an exdranely stray
ity toay interest addreial. A A is a hich grace ratiry, rdicatirg avery srag agecity, ad A B
an ugper medium grade, indicating a strag capecity to pay interest ard principsl . BEB is the lowest
Investent grace ratirg, irdicating a medhvm cacecity to ay interest ad prircil . NR irdicates the ettity
hes rot e rated by S tandard arnd Roor ‘s

Credit 07 % of 2007 2006 % of 2006
Rating Financial Firacial
Assets Assets

Foreign Currenxcy Financial Assets
Cash kalances with central lerks AAA 161,789,817 18.82% 90,847,200 13.80%
Other Cash kalances AA 390,217,799 45.41% 372,026,639 56.53%
IMF Related Assets NR 105,835,283 12.32% 85,991,074 13.06%
Trvestments NR 10,159,616 1.18% 9,3%,300 1.43%
Aocrued Tntberest NR 1,565,055 0.19% 1,897,609 0.29%
Total Foreign Currency
Firnencial Assets 669,567,590 77.92% 560,156,822 85.11 %
Local Currency Financial Assets
Treasury bills ard bearer bods NR 128,607,037 14.97% 88,476,191 13.44%
Accrued interest NR 642,262 0.07% 141,914 0.03%
5 year medium term bonds NR 50,000, 000 5.82% - -
Loans and advances NR 8,032,646 0.93% 7,695,661 1.17%
Soecial issee of seaurdties by the S NR 2,454,694 0.29% 1,607,750 0.25%
Total Local Currency
Firencial Assets 189,736,639 22.08% 97,921,516 14.89%
Total Firencial Assets 859,304,229 100.00% 658,078,338 100.00%
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Interest Rate Risk
Tnterest Rate risk is the risk of loss arising fran derges in Interest Rates

Year ending 31 December 2007
Assets and liabilities will mature or re-price within the following periods

Norirterest ol 13 3 motls 15 O&r 5 Toal
Tearirg math maths to 1 year years Vers

Foreign Currency Financial Assets

Cash & Cash
equivalents 7,882,362 46,496,611 390,775,207 105,921,473 551,075,653
IMF Related
Assets 105,835,283 105,835,283
Investments 10,159,616 10,159,616
Accrued interest 175,767 1,732,866 588,405 2,497,038

Total Foreign
Currency Financial
Assets 18,041,978 152,507,661 392,508,073 106,509,878 669,567,590

Local Currency
Financial Assets
Treasiry bills ad

bearer bonds 2,317 41,643,803 65,558,567 21,402,350 128,607,037
Accrued interest 472,483 169,779 642,262
Loans and

advances 1,484,484 900,400 5,647,762 8,032,646
5 year medium

term bonds 50,000,000 50,000,000
Joecial isse of seardties

of the GoSL 2,454,694 2,454,694

Total Local Currency
Financial Assets 1,486,801 42,116,286 68,183,040 21,402,350 50,900,400 5,647,762 189,736,639

Other non-financial

assets 28,495,982 28,495,982
Property 49,257,794 49,257,794
Tozl Assets 97,282,555 194,623,947 460,691,113 127,912,228 50,900,400 5,647,762 937,058,005

Foreign Currency
Financial ILiabilities

I related ligbilities 188,891,281 188,891,281
Other foreign currency
lidhilitdes 26,813,930 26,813,930

Total Foreign
Currency Financial
Liabilities 26,813,930 188,891,281 215,705,211

Local Currency
Financial Liabilities

Government

deposits 548,961,529 548,961,529
Commercial bank

deposits 53,669,712 53,669,712
Other deposits 27,181,137 27,181,137
Accrued charges 3,020,111 3,020,111
Total Local Currency

Financial

Liabilities 632,832,489 632,832,489
Currency in

ciradlation 350,165,207 350,165.207
Provision for pipeline 268,491,102 268,491,102
Total Liabilities 1,009,811,626 457,382,383 1,467,194,009
Capital and

Reserves (530,136,004) (530,136,004)

Total Liabilities
and Equity 479,675,622 457,382,383 937,058,005
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Average Interest Rate based on the next Interest Rate fixing date as at 31 Decarber 2007

btol 13 3 mmths 1to5 O/ 5 Average W eighted
months mmths tolvyar vears VEErs Rate

Foreign Currency Financial Assets

Cash & Cash equivalents 2,255,086 18,796,287 5,084,231 4.81
IMF Related Assets 3,763,881 4.17
Trvestments N A
2Accrued interest NA

Total Fareign Currency
Financial Assets 2,255,086 22,560,168 5,084,231 0 0

Local Currency Financial Assets

Treasury bills and bearer bads 4,085,039 8,713,342 3,852,963 12.95
2Accrued interest NA
Loans and advances NA

Total Local Currency Financial

Assets 4,085,039 8,713,342 3,852,963 0 0
Other nn-firencial assets NA
Property NA
Taal Assets 6,340,125 31,273,510 8,937,194 0 0

Foreign Currency Finencial Liadbilities
IWF related lighilities 538,666 0.50
Other fareign arracy lidoilities NA

Total Fareign Currency
Firencial ILisbilities 0 0 0 0 538, 666

Iocal Currency Financial Liabilities

Coverrment deposits N A
Camrercial bank deposits NA
Other deposits NA
Accrued charges NA
Total Local Currency Financial Ligbilities 0 0 0 0 0

Qurreancy in ciraudlatian NA
Provision far pipelire NA
Total ligoilities 0 0 0 0 538, 666

Capital and Reserves

Total Liakilities and Rouity

P9
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Year ending 31 December 2006

Assets and Liabilities will mature or re-price within the following periods

N —interest
bearing

Foreign Currency
Financial Assets

Cash & Cash

equivalents 48,305,557
IMF Related Assets
Investments 9,394,300

Accrued interest

Total Foreign
Currency Financial
Assets 57,699,857

Local Currency
Financial Assets

Treasury bills ad

bearer bads 2,317
Accrued interest

Loans and advances 1,947,923
Soecial isse of

Gov. Saarities

Total Local Currency

Financial Assets 1,950,240
Other non-financial

assets 26,015,766
Property 49,694,228
Tomal Assets 135,360,091

Foreign Currency
Financial Liabilities

IF related lighilities
Other foreign currency
ligailites 28,601,270

Total Foreign Currency
Financial

Liabilities 28,601,270
Local Currency

Financial Liabilities

Government

CGeposits 12,961,585
Commercial bank

CGeposits 24,780,583
Other deposits 23,587,714
Accrued charges 3,496,977
Total Local Currency
Financial

Liabilities 64,826,859
Currency in

cirailation 294,682,562
Provision for pipeline

funds

Total Lisbilities 388,110,691

Capital and
Reserves (614,444,370)

Total Liabilities
and Equity (226,333,679)

Uo to 1
month

252,271,239
85,991,074

1,009,502

339,271,815

2,901,150
19,763

2,920,913

342,192,728

13
mhs

162,138,558

482,600

162,621,158

79,140,716
23,727

1,607,750

80,772,193

243,393,351

100

3 notls lto5b Over 5

to 1 year years VEErs Taal
462,715,354
85,991,074
9,394,300
563,992 2,056,094
563,992 560,156,822
6,432,008 88,476,191
98,424 141,914
638,332 5,109,406 7,695,661
1,607,750
6,530,432 638,332 5,109,406 97,921,516
26,015,766
49,694,228
7,094,424 638,332 5,109,406 733,788,332

698,498,590 698,498,590

28,601,270

698,498,590 727,099, 860

12,961,585
24,780,583
23,587,714
3,496,977
64,826,859
294,682,562

261,623,421 261,623,421

960,122,011 1,348,232,702

(614,444,370)

960,122,011 733,788,332
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Notes to the Firancial Statements

Average Interest Rate kased on the next Interest Rate fixing date as at 31 Decarber 2006
tol 1to3 3 months 15 O 5 Average W eighted
months months to lyear vears vears Rate
Foreign Currency Firancial Assets

Cash & Cash equivalents 11,806,294 7,166,524 4.13
IMF Related Assets 3,143,364 3.66
Trvestments NA
2Accrued interest NA

Total Foreign Currency
Financial Assets 11,806,294 7,166,524 3,143,364 0 0

Local Currency
Firancial Assets

Treasury bills and bearer bods 307,627 9,744,422 799,735 12.28
2Accrued interest NA
Loans and advances NA

Total Local Currency

Firnancial Assets 307,627 9,744,422 799,735 0 0
Other nn-firencial assets NA
Property NA
Tdal Assets 12,113,921 16,910,946 3,943,099 0 0

Foreign Currency
Finencial Ligbilities

IVF related lighilities 3,106 0.50
Other fareign arraxcy lidoilities NA
Total Foreign Currency

Finencial Ligbilities 0 3,106

ILocal Currency Financial Liabilities

Govarmment deposits NA
Camercial bank deposits NA
Other deposits NA
Accrued charges NA

Total Local Currency

Financial Liabilities 0 0 0 0 0
Qurraxy in ciradation NA
Provisian for pipeline fuds NA
Total Lighilities 0 3,106

Capital and Reserves
Total Ligbilities ard Bquity
Liquidity Risk

Licquidity risk is the risk that insufficient liguid firds will ke available to the Bak in arder to perfom its
romel goeratians.

The Bark limits this risk by mereging foreign assets with ligquidity in mirnd.

The table kelow sunmmarises the meturity profile of the Bark’ s assets ard ligbilities kesed an the aontractigl
recayment date determined an the besis of the ramaining perdad at the kalance sheet date to the contractial

meburity cate.
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Year ended 31 Deceamber 2007
Assets ad ligbilities will meture within the following pericds

ol 13 3nmotls 15 Over 5

math months o lyvar Vars years To=al
Foreign Currency
Financial Assets
Cash & Cash equivalents 54,378,973 390,775,207 105,921,473 551,075,653
IMF Related Assets 105,835,283 105,835,283
Tnvestments 434,738 9,724,878 10,159,616
Accrued interest 175,767 1,732,866 588,405 2,497,038
Total Foreign Currency
Finencial Assets 160,390,023 392,508,073 106,509,878 434,738 9,724.878 669,567,590
Local Currency
Financial Assets
Treasury bills ard bearer bads 41,646,120 65,558,567 21,402,350 128,607,037
2Accrued interest 472,483 169,779 642,262
Loans ard advences 2,384,834 5,647,762 8,032,646
5 year medium term bonds 50,000, 000 50,000, 000
Foecial isse of Govt seaurdties 2,454,694 2,454,694
Total Local Currency
Financial Assets 42,118,603 68,183,040 21,402,350 52,384,884 5,647,762 189,736,639
Other nn-firencial assets 15,716,045 12,779,937 28,495,982
Property 49,257,794 49,257,794
Tdal Assets 202,508,626 460,691,113 127,912,228 68,535,667 77,410,371 937,058,005
Foreign Currency
Finencial Liabilities
I related lishilities 188,891,281 188,891,281
Other fareion arraxcy lishilities 26,813,930 26,813,930
Total Foreign Currency
Firencial Iigbilities 215,705,211 215,705,211
Local Currency
Firencial Liabilities
Goverrment  deposits 548,961,529 548,961,529
Camercial bank deposits 53,669,712 53,669,712
Other deposits 27,181,137 27,181,137
Accrued charges 2,879,293 1,462 138,907 449 3,020,111
Total Local Currency
Financial Liabilities 632,691,671 1,462 138,907 449 632,832,489
Qrraxy in ciradlation 350,165,207 350,165,207
Provision for pipeline 268,491,102 268,491,102
Total Ligbilities 982,856,878 1,462 138,907 484,196,762 1,467,194,009
Capital and Reserves (530,136,004) (530,136,004)
Total Liabilities ard RBuity 982,856,878 1,462 0 138,907 (45,939,242) 937,058,005
GAPANALYSIS
Gap per individual band (780,348,252) 460,689,651 127,912,228 68,396,760 123,349,613 0
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Notes to the Financial Statements

Year ended 31 Decerber 2006

Assets and Ligbilities will mature within the following pericds
TUotol 1to3 3 months 1to5 Over To=l
month months to 1 year VEars 5 vears

Foreign Currency Financial Assets

Cash & Cash equivalents 300,576,796 162,138,558 462,715,354
IMF Related Assets 85,884,271 106,803 85,991,074
Investments 424,223 8,970,077 9,394,300
Aocrued interest 1,009,502 482,600 563,992 2,056,094

Total Fareign Currency
Firnancial Assets 387,470,569 162,621,158 563,992 424,223 9,076,880 560,156,822

Local Currency Financial Assets

Treasury bills and bearer bads 2,903,467 79,140,716 6,432,008 88,476,191
Aocrued interest 19,763 23,727 98,424 141,914
Loans and advances 2,586,255 5,109,406 7,695,661
Special Issue of Gov. Seardties 1,607,750 1,607,750

Total Local Currency

Firnancial Assets 2,923,230 80,772,193 6,530,432 2,586,255 5,109,406 97,921,516
Other mn-firencial assets 15,508,161 10,507,605 26,015,766
Property 49,694,228 49,694,228
Tdal Assets 390,393,799 243,393,351 7,094,424 18,518,639 74,388,119 733,788,332

Foreign Currency Financial

idoilities
IVF related lighilities 698,498,590 698,498,590
Other fareion arraxy lidailities 917,224 27,684,046 28,601,270

Total Fareign Currency
Firencial ILiagbilities 917,224 726,182,636 727,099,860

ILocal Currency Financial Liabilities

Goverrment deposits 12,961,585 12,961,585
Camercial bank deposits 24,780,583 24,780,583
Other deposits 23,587,714 23,587,714
Accrued charges 3,337,610 6,163 7,650 145,105 449 3,496,977

Total ILocal Currency Financial

Lighilities 64,667,492 6,163 7,650 145,105 449 64,826,859
Qrrecy in ciraidation 294,682,562 294,682,562
Provisim far pipeline finds 261,623,421 261,623,421
Total Liskbilities 359,350,054 923,387 7,650 145,105 987,806,506 1,348,232,702
Capital and Reserves (614,444,370) (614,444,370)
Total Lisbilities and Fguity 359,350,054 923,387 7,650 145,105 373,362,136 733,788,332

GAPANALYSIS
Gap per individual bend 31,043,745 242,469,964 7,086,774 18,373,534 (298,974,017) 0

Currency Risk

Arraxcy risk is the risk that the value of the Bark’ s fareign reserves will be redxed as a result of fluctietion
in foreign exdarce rates.
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Basic guidelines for the menagarent of the Bank’ s intermatiarl reserves are set by the Board of the Bark
ard reviewed a a quarterly kesis; the guidelines prescrile the arraxy structure, average term of dgoosits
ad a selection of foreion kerks.

The table below sumarises the Barnk’ s eposare to arraxy risk. Tichuded in the table are the Bak’ s

Foreign Currency Firencial Assets ard Liabilities at 31 Decaroer 2007

& Ero UsD IR Otes
Rytvalat Bydvalent Buivalent Ruivalent Byivalent Taal
Assets
Cash & cash equivalents 220,776,420 121,544,722 206,758,376 1,996,135 551,075,653
IF related assets 105,835,283 105,835,283
Tnvestments 9,665,267 494,349 10,159,616
Accrued Interest 335,057 1,026,606 546,970 588,405 2,497,038

Total Foreign Currexy Assets 221,111,477 122,571,328 216,970,613 106,423,688 2,490,484 669,567,590

isbilities
IV related lighilities 188,891,281 188,891,281
Other Lighilities 27,215,798 (401, 868) 26,813,930
Total Foreign Currexy Lishilities 0 0 27,215,798 188,891,281 (401,868) 215,705,211
Net 221,111,477 122,571,328 189,754,815 (82,467,593) 2,892,352 453,862,379

Foreign Curreaxy Firnancial Assets ard ILiabilities as at 31 Decarber 2006

& BEro D dRr Others

egvalat eqivalat eqmalat eqivalat equivalent Toal
Assets
Cash & cash equivalents 68,541,466 73,461,933 320,530,190 181,765 462,715,354
IF related assets 85,991,074 85,991,074
Trvestments 8,899,952 494,348 9,394,300
2Accrued Interest 2,056,094 2,056,094
Total Foreign Currency
Assets 68,541,446 73,461,933 329,430,142 85,991,074 2,732,207 560,156,822
IVF related lidailities 698,498,590 698,498,590
Other Lighilities 1,627,785 26,973,485 28,601,270
Total Foreign Currency
Lighilities 0 1,627,785 26,973,485 698,498,590 0 727,099,860
Net 68,541,446 71,834,148 302,456,657 (612,507,516) 2,732,207 (166,943,038)
Fair Value

Fair valie rapresants the aouant at which an asset aadld ke replaced or a lidaility settled s an ames laoth
kesis. Fair values have leen ased an menecament: assunptians accarding to the profile of the asset ard
TFRS regiires that the fairvalue of firacial assas ad lidailities e disclosad anoading to their dlassificstdo
under IAS 39
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Assets

2 fairahe thadhpofit ad los
1Eld to metirity irvestments
Loans ard receivables
Availdde-for-sdle

Tdal firarial esssts

N firacial assets

Tdal Assets

2t fairvale trachpofit ad loss
Nt at fair vahe ttrach profit ad lcss
N Frerrial AT

Tdal iddlitdes

1 Pension Fund

2007
Le’000

35,794,760

92,812,277

128,607,037

2006
Le’000

14,876,434

73,599,757

88,476,191

The Pasion Furd Schare has been dissolved ef factive 315 Decarber, 2005 ard gratuity paymants
heve e mede ard Pranissory Notes issued to eligible staff. The Bark was regsoxsible for pasion
ameEnts to existing pasiaers drding the perdiod adwill antine sare uitil the damise of the last
pasiaer . However, tteSte £ Resion T'rust Conparny antinues to ke a going aoncem.

The Bark is udertaking an actiarial valuation exercise it this has not been capleted by end
Decenlber, 207. Asat 315 Decamber, 2007, the Bark expadad a total of 11.33 killian (2006
Iel.26 billim) (increese dee to 108 dncrease in pansias paid) o payments to existing pensiaers.
However , kesed an their age and health statis and assuming such pansiaers 1ive for an average of
10-15 vears, it is eoacted thet the Bak’ s 1idhility would ot ke in exoess of 120 killio.

The Bark also guarantesd Pramissory Notes 1ssued by the St £ Rersion Trust Garparyy to retivess
totalling Ie12.7 hillion (2006-L€13.5 hillian) which camitment has already been stated as a
amtiroat ligoility in the Bk’ sAcconts. As at 315 Decarber, 2007 the assets of the Carpany
were adagate to settle these Pramissory Notes as adwhen they fall de ad it is ot likely thet the
Brkwill ke regrived to sattle this 1idaility .
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Le’000

Valie of Firarial Assets 12,449,206
Vale of Resl Bstate 3,514,393
Tdzl 15,963,599
Pranissory Notes (12, 727,619)
Surplus 3,235,920

i Related Party Disclosures

Althouh the Bark is an autaanous attity, the Govenmantt of Sierra Ieae beirg the sole sdoscriler
to the dare cxpital of the Bak, is inpdrciple the owner of ttelak. The Bark cottined to act as
the barker ard adviser to, ad fiscal agat of, the Govenrment of Sierra Iexe as laid doan in
statutes. T the carrse of exeautirg these ditles, the Bark facilitates myats to the Govenmat’ s
suypliers ad aaditars, ad extas cradit facilities to the Govenmat.

As at 31 Deoandoer 2007 total advarces to the Govenrmant was 1678 hillim (2006 1eh46 hillia) .

The Roard of Directors (including the Governor and Deouty Governor) received ramneration
awounting to Ie0.43 hillion (2006 Ie 0.45 killim) . The Governrors benefited fram fully firmished
el ling houses ard vehicles for official and darestic purposes. Board manbers did rot benefit
fram any 1cen during the perdod uder review A total of Iet4.38 millian (2006 1e2.33 million was
antributed to the Netiasl Social Seardty ad Tnsurance Trust Schare (NASSTT) an el f of the
Covernrors.

Senior menegarent received ranmneration of Ie1.17 billion (2006 Lel.( hillian) and benefited
fram official vehicles. Nuring the review periad, they also banefited fran loans awounting to 1e255
million. Qutstanding loans to senior menegameant: totalled 1e250.39 million (2006 Lel09 millian) .
A toal of Ie66.47 million (2006 Le 41 millio) was catribced an their behalf to NBSSIT'.

. Events after the Balance Sheet Date
Govenmant iss0ed IeR0 hillim in 5vear medium term searrities (Baxdks) an Janary 8, 2008 as full

suecription to the Bark’ s minimum paid-up cgpital. This hes been reflected in the acocants as at
31st Deceamoer, 2007.

106



Bank of Sierra Leone

Annual Report
and
Statement of Accounts
for the year ended 31 December 2007





