ANNUAL REPORT AND STATEMENT OF ACCOUNTS

A ANNUAL REPORT 2003

1 Review of the Econony

(a) Overview

The year 2003 was characterised by strong
economic growth asaccesstodl partsof the country
became eas er, thedisplaced and refugeesreturned
to their homesand resumed productive agricultura
and mining activities. Extensverehabilitation and
mai ntenance of machinery in the manufacturing
sector as well as increased building and
reconstruction activities al'so contributed to the
growth. Therewereaso significant developments
in the financial sector with the opening of two
community banksfacilitated by the Centra Bank in
the northern region of Marampa-Masimera and
YonibanaChiefdomsrespectively. Thesewereamed
at promoting rural financial intermediation and
stimulating savingsmobilisationintherural aress.
Two commercia bank brancheswere also opened
intheeastern mining region of Kono duringtheyear.

The Government of SierraLeone maintained the
existing good relationship with its devel opment
partnersespecially the IMF and the World Bank.
TheExecutive Board of the International Monetary
Fund (IMF) in April 2003, completed the Third
Review of Sierraleone's performance under the
Poverty Reduction and Growth Facility (PRGF)
Programme. Asaresult of satisfactory performance
the country was ableto draw up to SDR14mnfrom
the Arrangement. The Board also approved the
disbursement of additional HIPC assstanceof SDR
23.64mn to the country to meet its debt service

obligations. The Fourth Review under the PRGF
Arrangement was based on the performanceat end
September 2003. The outcome of the review is
expectedin early 2004. Thegovernment continued
to receive budgetary and balance of payments
support from the Department for International
Deved opment (DFI D) under the Serral.eone/United
Kingdom Programme Aid, as well as loan
disbursementsfromother multilaterdslikethe African
Development Bank (ADB) and the International
Development Association (IDA). Sierraleone, on
the 29" May 2003 became the 58" member to
participateinthe Generd DataDissemingtion Sysem
(GDDS) as metadata for the country can now be
accessed on the IMF’ s Dissemination Standards
BulletinBoard.

Thepositivegansachievedin pursuanceof stringent
macroeconomic policy measuresduring 2002 were
sustained in 2003 asthe domestic economy became
morereceptiveinthewakeof continued post conflict
reconstruction, rehabilitation and resettlement
efforts. Theyear under review witnessed increased
investment opportunities and heightened
consolidation of businessconfidencewith continued
donor participation in both the country’smedium
andlong term devel opment programmes. Tothisend
redl output isestimated to havegrown by 6.5 percent
with high growth recorded for cocoaand diamonds,
thelatter following the successful implementation of
the Certification Scheme by the United Nations



BANK OF SIERRA LEONE

FINANCIAL POSITION AND OPERATING RESULTS OF THE BANK
FOR THE YEAR ENDED 315" DECEMBER 2003

As at 31* December 2003 the total assets and
liabilities of the Bank amounted to Le1,290.42
billion. This represents a rise of 8.32 percent over
the total value of Assets and Liabilities of
Lel,191.25 billion recorded as at 31% December
2002, and indicate a further improvement in the
Bank’s performance over prior years. The major
change was the increase in Foreign Currency
Financial Assets and Liabilities especially the
increase in International Monetary Fund (IMF)
Special Drawing Rights and Quota subscription
accounts and other foreign financial liabilities
inclusive of IMF Securities.

The Bank’s holdings of Treasury bills and bonds
at Le84.17 billion represent an increase of 87.28
percent over last year’s holdings. This was mainly
occasioned by the conversion into Treasury Bills
and Bonds of Ways and Means Advances
amounting to Le72.68 billion during the period.

The rise in property, plant and equipment was 5.02
percent and was mainly reflective of the continued
rehabilitation to properties and the acquisition of
more equipment and facilities, which are necessary
for the Bank’s operations.

As the improvement in the economy continues, and
the policy on Bank financing of the government
budget revised based on the prospects of
materialization of foreign donor inflows, lending
to government declined by 8.30 percent from
Le74.28 billion as at 31 December, 2002 to
Le68.11 billion as at 31 December, 2003.

Cash and cash equivalents denominated in foreign
currencies decreased by 41.30 percent mainly due
to the postponement to 2004 of some major
programme disbursements amounting to
US$46.06 million (i.e. IMF- US$19.43 million,
EU-SASP — US$19.63 million and ADB-ERRL
I1-US$7.0 million).

There was a further significant drop in the Bank’s
Reserves during the period mainly due to
revaluation losses.

Local Currency Financial Liabilities dropped by
43.18 percent mainly as a result of decreases in
deposits.

The Revaluation Reserve Account which is
reflective of the net of translation of foreign assets
and liabilities recorded a net debit balance of
Lel15.85 billion as the total foreign currency
financial liabilities of Le870.03 billion exceeded
the total foreign currency financial assets of
Le558.81 billion by 55.69 percent. The debit
balance in this account will be treated in
accordance with Section 54(3) and (4) of the Bank
of Sierra Leone Act, 2000.

Total interest income from financial assets was
Le30.38 billion, with the bulk (91.61 percent) of
it accruing from Local Currency Assets. Interest
receipts on Ways and Means Advances to
Government was the most significant, contributing
68.61 percent of total income. Interest income from
local investments rose by 13.96 percent consequent
upon a corresponding increase in the Bank’s
holdings of Government Securities during the
period.
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Interest income from foreign currency assets also
increased by 16.80 percent from 2.18 billion in
2002 to Le2.55 billion in 2003 due mainly to the
implementation of effective investment strategies,
coupled with the depreciation of the Leone against
other major currencies particularly the US Dollar,
Pound Sterling, Special Drawing Rights and the
Euro. Interest receipts from the Bank’s Pound
Sterling and US Dollars investment portfolios
constituted the bulk (62.78 percent) of this income.
Net interest income was Le29.57 billion
representing an increase of 6.75 percent over last
year’s net position. This was mainly due to the
reduction (26.41 percent) in charges paid to the
IMF for use of its resources during the period.

Operating expenses amounting to Le26.97 billion
was 68.64 percent higher than costs incurred
during year 2002. Of this, personnel costs which

constituted 50 percent of total expenses rose by
71.03 percent mainly as a result of an increase in
the number of staff employed and percentage
increases in salaries and related allowances.
Administrative expenses, which represented 31.27
percent of total operating expenses, also rose by
94.56 percent mainly due to increases in related
costs. The cost of writing-down the Bank’s Fixed
Assets increased by 47.90 percent during the period
to Le2.28 billion as a result of acquisitions and
rehabilitation of existing assets.

The resultant profit of Le3.14 billion for the period

was allocated in accordance with the provisions of
Section 11 of the Bank of Sierra Leone Act, 2000.

Accounts and Budget Department
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Report of the Directors

The Directors have pleasure in submitting their report to the Government of Sierra Leone together
with the audited financial statements for the year ended 31 December 2003.

Statement of Directors Responsibilities

The Bank of Sierra Leone Act 2000 requires the Directors of the Bank to prepare and forward to the
Minister of Finance financial statements for each financial year which give a true and fair view of the
state of affairs of the Bank and of the profit or loss for the year then ended.

In preparing these financial statements, the Directors are required to:

— select suitable accounting policies and then apply them consistently;

— make judgements and estimates that are reasonable and prudent;

— state whether applicable accounting standards have been followed, subject to any material departures
disclosed and explained in the financial statements; and

— prepare the financial statements on the going concern basis unless it is inappropriate to presume
that the Bank will continue its operations

The Directors are responsible for keeping proper records which disclose with reasonable accuracy at
any time the financial position of the Bank and to enable them to ensure that the financial statements
comply with the Bank of Sierra Leone Act 2000. They are also responsible for safeguarding the assets
of the Bank and hence for taking reasonable steps for the prevention and detection of fraud and other
irregularities.

Share Capital

Details of the Bank’s share capital are given in note 24 to the financial statements.

Financial Statements

The annexed statements adequately disclose the results of the Bank’s operations during the year.
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Directors and their interests

The following were Directors of the Bank as at 31 December 2003:

DrJ D Rogers Governor (appointed 11 April 2003)

Mr M S Fofana Deputy Governor (appointed 25 September 2003)
Mr Maigore Kallon Director (re-appointed 13 September 2002)
Dr 1B Peters Director (re-appointed 24 November 2002)
Mrs Mariatu Madhi Director (appointed 18 April 2001)

Dr Morie K Manyeh Director (appointed 17 September 2002)
Dr M B Yillah Director (appointed 17 September 2002)

The Governor and the Deputy Governor who were appointed on 11 April 2003 and 25 September
2003 respectively shall each be appointed for a term not exceeding five years and shall be eligible for
re-appointment.

The other Directors hold offices for three years and shall be eligible for re-appointment.

No Director had during the year, or has a material interest in any contract or arrangement of signifi-
cance to which the Bank was or is a party.

Auditors

The Auditors, PKF, were appointed by the Auditor General on 16 February 2003 to conduct the audit
of the financial statements for the year ended 31 December 2003.

By order of the Board

Secretary’
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Report of the Independent Auditors to the Government of Sierra Leone

We have audited the accompanying balance sheet of Bank of Sierra Leone as at 31 December 2003
and the related statements of income and cash flows for the year then ended. We draw attention to the
basis of preparation of these financial statements as described in note 1(a). These financial statements
are the responsibility of the Directors. Our responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with International Standards on Auditing as promulgated by the
International Federation of Accountants. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by the Directors as well as evaluating the overall financial statements presentation. We
believe that our audit provides a reasonable basis for our opinion.

In our opinion the financial statements present fairly, in all material respects, the position of the Bank
at 31 December 2003 and the results of its operations and its cash flows for the year then ended in
accordance with the framework of accounting policies set out in note 1 of the financial statements.

Date
3o fI_uLj PR S ?k F
Freetown Chartered Accountants
Date
(ot Los O &
Ohf
London Chartered Accountants
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Balance Sheet
Note

Foreign Currency Financial Assets

Cash on hand

Cash and cash equivalents with foreign banks 2
Equity shares and participating interest 4
Accrued interest

International Monetary Fund Special Drawing
Rights Allocation

International Monetary Fund Quota Subscription

Total Foreign Currency Financial Assets

Local Currency Financial Assets

Treasury bills and bonds 5
Investment in marketable securities

Accrued interest

Advances to Banks

Advances to Government 3

|

Other local currency financial assets
Special issue of securities of the Governmentof 6
Sierra Leone

Total Local Currency Financial Assets

Total Financial Assets

Non-Financial Assets

Inventory 8
Gold Stocks

Other non-financial assets 10
Property, plant and equipment 9

Total Non-Financial Assets

Total Assets
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2003
Le’000

1,438,686
77,997,406
2,754,945
222,373
87,021,238

389,377,945

558,812,593

84,172,762
7,628,678
229,568
334,338
68,109,550
1,956,329
530,880,200

693,311,425
1,252,124,018
4,260,757
94,589
7,336,163
26,601,095

38,292,604

1,290,416,622

2002
Le’000

456,874
132,882,084
2,428,099
187,410
51,988,372

304,792,966

492,735,805

44,945,194
14,357,976
232,554
34,337
74,277,670
1,251,688
531,037,271

666,136,690
1,158,872,495
1,421,152
67,662
5,560,184
25,330,550

32,379,548

1,191,252,043
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Balance Sheet (cont.)

Note 2003
Le’000

Liabilities
Foreign Currency Financial Liabilities
Term liabilities 11 479,266,320
Other foreign currency financial liabilities 12 325,221,436
International Monetary Fund Special Drawing 65,540,907
Rights Allocation
Total Foreign Currency Financial Liabilities 870,028,663
Local Currency Financial Liabilities
Government deposits 11,748,802
Commercial Bank deposits 6,497,072
Other deposits 20,467,864
Accrued charges 3,086,473
Other local currency financial liabilities 13 392,111
Total Local Currency Financial Liabilities 42,192,322
Total Financial Liabilities 912,220,985
Non-Financial Liabilities
Currency in circulation 197,498,903
Other liabilities 14 673,140
Total Non-Financial Liabilities 198,172,043
Provisions
Provision for revaluation of pipeline liabilities 15 232,087,851
Total Liabilities 1,342,480,879
Capital 24 24,001,500
Reserves 17 (76,065,757)
Total Liabilities and Equity 1,290,416,622

These financial statements were approved by the Board of Directors on

............................................ Vo . .Governor

................................................................................... Director

2002
Le’000

410,603,818
293,471,070
51,303,387

755,378,275

41,196,728
9,259,444
21,507,143
1,873,726
413,201
74,250,242

829,628,517

158,593,429
581,269

159,174,698

184,516,280

1,173,319,495

24,001,500
(6,068,952)

1,191,252,043
, /
3 ,'/f' 7 2004
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Income Statement

Operating Income:

Interest income from Financial Assets
Foreign Currency Investments
Government Bills and Bonds
Advances to Government

Expenses on financial liabilities

IMF interest and charges

Charges on foreign transactions
Amortisation of Government Securities
Net exchange loss

Other Income

Total Operating Income
Operating Expenses:

Personnel

Depreciation

Currency

Administration

Other

Total Operating Expenses

Profit available for appropriation under
Bank of Sierra Leone Act

Less Appropriations

Note

18
18
18

20

21
22

16
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2003
Le’000

2,548,519
6,988,564
20,847,205
30,384,288
(698,740)
(114,860)
(2,286)
(10)
545,779

30,114,171

13,486,826
2,283,691
2,690,686
8,434,569

75,972

26,971,744

3,142,427

(3,142,427)

2002
Le’000

2,182,009
6,132,401
20,437,256
28,751,666
(949,570)
(100,660)
2,311)
(199,744)
910,981

28,410,362

7,885,506
1,544,091
1,329,383
4,335,224
899,202
15,993,406

12,416,956

(12,416,956)
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Cash Flow Statement

Net cash outflow from operating activities

Investing Activities

Net decrease in loans and advances to government

Net Disinvestments in marketable securities

Net increase in Government Securities held by the Bank

Purchase of tangible fixed assets
Cash outflows from Investing Activities
Financing Activities

Net (decrease)/increase in deposits by
Government and Banks

Net (decrease)/increase in other deposits taken
Fund movements

Increase in currency in circulation

Net increase in term liabilities

Net increase in foreign currency liabilities

Cash inflows from financing Activities

(Decrease)/Increase in cash and
cash equivalents

Note 2003

Le’000

29 (97,035,114)

6,168,120
6,729,298
(39,227,567)
(3,421,140)

(29,751,289)

(32,210,298)
(1,039,279)
(1,134,862)

38,905,474
68,662,502

73,183,537

30 (53,602,866)
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2002
Le’000

(42,815,395)

5,231,000
(1,953,103)
(9,127,470)
(4,635,727)

(10,485,300)

30,998,080

2,219,885
(2,218,955)
32,469,439
14,392,660

77,861,109

24,560,414
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Notes to the Financial Statements

1.

(@)

(b)

PRrRINcCIPAL ACCOUNTING PoLICIES

The following accounting policies have been applied consistently in dealing with items which
are considered material in relation to the Bank’s financial statements.

Framework of Accounting Policies

In preparing its statutory financial statements the Bank complies with the requirements of the
Bank of Sierra Leone Act, 2000 and Part VII of the Public Budgeting and Accounting Act No.1
(1992). The financial statements are also in compliance with the requirements of the Companies
Act, although the Bank is not subject to this Act.

Within this framework the financial statements:

- have been prepared under the historical cost convention as modified by the revaluation of
freehold land and buildings; and

- carry the Special Issue of Government Securities as described in notes 1(f) and 6 at their
par value.

The Bank’s objective is to adopt as soon as is practicable International Accounting Standards
(IAS) as its framework of accounting. In the meantime it is making progress in aligning individual
accounting policies of the Bank with IAS. However, in recognition of the principle set out in [AS
1 that an entity cannot be in compliance with IAS unless it is in full compliance with IASs, IAS
is not currently the Bank’s framework of accounting.

The Bank presents its assets and liabilities broadly in order of liquidity.
Financial Assets and Liabilities

The Bank presents its financial assets and liabilities, and the associated income and expense
streams by distinguishing between foreign currency and local currency activities. Foreign currency
activities arise mainly from the Bank’s management of the country’s external reserves. Local
currency activities reflect transactions arising from monetary policy implementations, managing
the currency in circulation and Banking activities.

The reason being that the separate reporting of these activities is considered to provide a clearer
picture and enhance users’ understanding of the Bank’s financial position, performance and risk
profile. The Bank considers that the combined reporting of foreign and local currency activities
would not provide a clear indication of the Bank’s operations.
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(©)

(@

Foreign currency monetary assets and liabilities are translated into Leones at the official exchange
rates ruling at the balance sheet date and in accordance with Section 54 (1) of the Principal Act:

Currency 31.12.2003 31.12.2002
USS$ 1 Le 2,562.18 Le 2,191.73
£Stg 1 Le 4,719.66 Le 3,514.44
WAUA 1 Le 3,779.55 Le 2,953.10
Euro 1 Le 3,283.46 Le 2,293.94
SDR 1 Le 3,754.85 Le 2,939.18

Foreign currency transactions are converted at the rate of exchange on the date of the transaction.
The gain or loss on re-translating foreign currency monetary assets or liabilities at year end rates
is taken to the Revaluation Reserve in compliance with the Bank of Sierra Leone Act, which
requires that any such gain or loss is not charged against the annual profits, but taken to a
revaluation reserve.

All financial assets and liabilities are recognised in the balance sheet on a trade date basis. This
means that purchases and sales of financial assets are recognised from the date at which the
purchase or sale is agreed.

No material financial assets of the Bank were pledged as security for liabilities nor collaterialised.
Special Issue of Securities of the Sierra Leone Government

Details of these securities, which have no interest coupon and have no fixed redemption date are
set out in note 6. The securities, which were issued to clear losses of the Bank in earlier years, are
carried at their par value in the balance sheet.

International Monetary Fund (IMF) Balances

The Quota subscription represents subscription payments made as a form of deposit with the
IMF, which entitles Sierra Leone to Special Drawing Rights (SDR) facilities, financial support
and voting rights as a member of the IMF. The funds paid by and re-deposited with the IMF are
represented by the IMF Securities and No. 1 account balances. The Quota subscription is held
as an asset and this and the related liabilities are revalued annually at the appropriate SDR rate.
The Bank’s deposits with the IMF by way of holdings of SDRs and its drawings by way of
allocations denominated in SDRs are held as assets and liabilities respectively and revalued in
SDRs at the balance sheet date.
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(e)

®

(@

(h)

)

Treasury Bills and Bearer Bonds
The Bank is the holder of Treasury Bills and Treasury Bearer Bonds.
Bills are either taken-up on initial offering or purchased subsequently in the secondary market.

Bills have no interest coupon attached but are issued at a discount to redemption price. Those
taken up on initial offering are initially recorded at discounted cost price and those purchased
subsequently at purchase price and the discount to redemption is amortised within interest income
on a straight line basis over the period to redemption and the carrying value of the asset increased
accordingly.

Bearer bonds are taken up on initial offering. There is no secondary market although the Bank
will purchase Bonds from the public at their par value. Bearer bonds carry an interest coupon
and they are recorded at the par value. Interest income is accrued in the Income Statement.
Treasury Bearer Bonds are always held to maturity. Treasury Bills are sometimes sold prior to
maturity and any difference between carrying value and sale price is taken to other income in the
Income Statement.

Investment in Marketable Securities

These investments comprise a number of discrete pension fund investment portfolios that are
funded by appropriations of the Bank’s annual profit under Section 11 (1) and (3b) of the Bank
of Sierra Leone Act 2000. The investment portfolios consist primarily of Treasury Bills and
Treasury Bearer Bonds that are held to maturity and are accounted for in the same way as the
instruments held by the Bank for monetary operations as noted in accounting policy (e).

Investments in equity instruments

Investments in unquoted equity instruments are held at cost, less a provision for impairment
where appropriate.

Foreign Currency term liabilities

These are carried at amortised cost (cost less principal repayments). Interest obligations are
charged to the Income Statement on an accrual basis.

Currency in Circulation

Currency issued by the Bank represents a claim on the Bank in favour of the holder. The liability
for currency in circulation is recorded at face value in the balance sheet.

60



ANNUAL REPORT AND STATEMENT OF ACCOUNTS

0

k)

M

(m)

()

Income Recognition
The income recognition principles in respect of financial assets dealt with above are set out in the
relevant accounting policy notes. In all other cases interest income is recognised in the profit and

loss account as it accrues other than interest of doubtful recoverability.

Fees receivable which represent a return for services are credited to income when the related
service is performed.

Inventories

Inventories are valued at the lower of cost and net realisable values. Unissued currency stocks
are recorded as inventory at the cost of acquisition and expensed when issued.

Property, Plant and Equipment

Depreciation is charged on a straight-line basis over the estimated life of the assets at the following
annual rates:

Premises — 2% per annum on cost

Plant and machinery — 10% per annum on cost
Furniture and equipment — 25% per annum on cost
Vehicles — 20% per annum on cost
Computers and ancillaries — 20% per annum on cost

No fixed assets were pledged as security on financial liabilities.
Pension

Pension costs are charged to the profit and loss account systematically over the periods benefiting
from the employees’ services.

Comparative Amounts

Where there have been changes in presentation, and to ensure consistency with the current year,
comparative figures have been re-stated where appropriate.
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(0)

Appropriations of Annual Net Profit
Under Section 11 of the Bank of Sierra Leone Act 2000 (the Act), net profit is allocated thus:

- Net profit for the financial year is determined after making provision for bad and doubtful
debts, depreciation charge and contribution to staff and superannuation funds.

- From this net profit a General Reserve is established by allocation from the net profit of each
year. One third of net profit is allocated if the General Reserve does not exceed the minimum
paid up capital of the Bank. One sixth of net profit is allocated should General Reserve
exceed the minimum paid up capital of the Bank (up to the point where the Reserve equals
four times the minimum paid up capital). Further allocations to the Reserve may be made
with the approval of the Minister.

- One quarter of the remaining profit for the financial year is then used to redeem any Government
Securities held by the Bank that have been previously issued to preserve the minimum paid-
up capital of the Bank from impairment.

- An amount determined through consultation with the Minister is then allocated to the
Development Credit Fund established under the Act. Any residue of net profit is paid into a
Consolidated Fund.

The above appropriations will not be made should the Board judge the assets of the Bank to be

(prior to or as a result of the appropriations) less than the sum of liabilities and minimum paid up

capital.

If the Bank incurs a net loss during a financial year, this loss is charged to the General Reserve
until the Reserve is depleted, when losses will be carried forward, to be replenished by Government
transfers of funds, negotiable securities bearing market related terms and conditions or foreign
exchange. In the absence of such replenishment, all future profits will be allocated to cancel
accumulated losses in priority to above appropriations.

Also in accordance with Section 54 (3) where there is a carried over loss or net debit balance in
the revaluation reserve account, amounts shall be transferred from the available balance in the
General Reserve to cancel such carried over losses.

CAsH AND CASH EQUIVALENTS WITH FOREIGN BANKS

2003 2002
Le’000 Le’000

Maturity Analysis
Up to 1 month 65,555,802 78,024,465
1 month to 3 months 12,341,604 54,857,619

77,997,406 132,882,084
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3. Abvances To GOVERNMENT

Le’000
Ways and Means Advances brought forward 74,277,670
Recoveries during the year (6,168,120)
Due to Government from profit and loss account -
Ways and Means Advances carried forward 68,109,550

The Ways and Means balance at the end of each year is required to be cleared within 93 days of
the year end, normally by issue of Treasury Bills.

Under the provisions of Section 42 (1) and (2) of the Bank of Sierra Leone Act, 2000, the limit
of the Ways and Means Advances that the Bank can grant to the Government shall not exceed
five percent of the Government’s actual revenue in the previous year’s budget.

Ways and Means Advances 68,109,550
Treasury and eligible bills 84,172,762
Bank’s holding of Special Issue securities of

Government of Sierra Leone 530,880,200
Less: Government deposits (11,748,802)
Government stocks and shares (4,730,033)
Net credit to Government of Sierra Leone 666,683,677
Government actual revenue in previous year 294,027,000
5% thereof 14,701,350
Excess in Government lending 651,982,327

The Directors report excesses in lending to the Government of Sierra Leone as at 31December
2003 of Le 651,982,327,000 (2002:Le 504,936,874,000).
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4.

EQuUITY SHARES AND PARTICIPATING INTEREST

AfreximBank Capital Investment
AfreximBank Dividend Investment
BSL CON-WAMA Credit Guarantee Fund

TREASURY BiLLs AND BEARER BoNDs

Treasury Bills
Treasury Bearer Bonds

Maturity Analysis
Up to 1 month

1 month to 3 months
3 months to 1 year

1 year to 5 years

SPECIAL ISSUE OF SECURITIES OF THE GOVERNMENT OF SIERRA LEONE

Securities in issue at the beginning of the year
New securities issued during the year
Redemption during the year

Securities in issue at the end of the year

64

2003

Le’000
2,049,744
210,852
494,349

2,754,945

2003
Le’000

66,857,912
17,314,850
84,172,762
799,050
68,978,362
6,257,850
8,137,500

84,172,762

Le’000

531,037,271

(157,071)

530,880,200

2002
Le’000

1,753,384
180,366
494,349

2,428,099

2002
Le’000

32,843,944
12,101,250
44,945,194
226,350
38,603,044
1,863,500
4,252,300

44,945,194

Le’000
531,606,797
(569,526)

531,037,271
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Under Section 44(2) and 7(2) of the repealed Bank of Sierra Leone (Amendment) Act 1970, the
Minister of Finance and the Financial Secretary, on behalf of the Government issued on 24 June
1994 and 25 May 2000 non-negotiable, non-interest-bearing securities with no fixed redemption
date. As explained below there is provision for the redemption of the securities out of part of the

future net profits of the Bank. The Securities were issued for the following amounts:

(a) To offset the Bank’s cumulative losses to June 1994 in excess
of'its capital of Le 1,500,000 and including foreign currency
revaluation losses to bring the Bank back to its normal capital base

(b) As fresh capital injection into the Bank in order to assist the bank
to cover projected annual operating expenses.

(¢) To cover the deficit balance in the Revaluation Reserve Account
for the period 1 July 1991 to 31 December 1994

(d) To cover the deficit balance in the Revaluation Reserve Account
for the year ended December 1999

Less redemptions:
1996
1997
1998
1999
2000
2001
2002
2003

Balance remaining due

Section 7(2) of the 1970 Act has been repealed and replaced by section 10(6) of the Bank of Sierra

Leone Act 2000.

Accordingly:

(a) Where in the judgement of the Board, the assets of the Bank are less than the sum of its liabilities
and minimum paid up capital, the Board shall notify the Minister who shall notwithstanding any
other provision of this Act authorise the transfer to the Bank of funds, readily marketable securities
or foreign exchange for the purpose of preserving the minimum paid-up capital of the Bank from

impairment.
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Le’000

275,000,000

24,000,000

157,564,321

135,494,107

(57,433,448)
(368,504)
(376,467)

(1,210,442)
(644,579)
(418,191)
(569,526)
(157,071)

530,880,200
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(b) Section 11 (3) (a) - one quarter of the remainder of the net profit for the financial year shall be
applied to the redemption of any securities of the Government held by the Bank, which have
been issued under section 10 of the Act.

7. OTHER LOCAL CURRENCY FINANCIAL ASSETS

Le’000 Le’000

2003 2002
Staff personal loan 266,350 248,335
Staff housing loan 23,900 28,566
Staff vehicle loan 231,246 89,607
Advances to contractors 1,166,596 766,846
Advances to staff 10,974 13,446
Advances to others 28,837 30,153
Rent etc. paid in advance 178,512 74,735
Bills for collection 49,914 -
1,956,329 1,251,688

8. INVENTORY

Le’000 Le’000
2003 2002
Medical 32,344 38,211
Fuel 12,876 3,156
Maintenance 5,508 20,442
Stationery 76,687 78,995
Others 87,453 79,232
Items in transit 4,045,889 1,201,116
4,260,757 1,421,152
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9. PROPERTY, PLANT AND EQUIPMENT
Cost: Premises Equipment Total
Le’000 Le’000 Le’000
Balance at 1 January 2003 24,297,089 8,486,006 32,783,095
Acquisitions 611,920 2,980,597 3,592,517
Disposals during the year - (171,377) (171,377)
Balance at 31 December 2003 24,909,009 11,295,226 36,204,235
Depreciation:
Balance at 1 January 2003 3,150,897 4,301,648 7,452,545
Depreciation charge for the year 509,038 1,774,653 2,283,691
Disposals during the year - (133,096) (133,096)
Balance at 31 December 2003 3,659,935 5,943,205 9,603,140
Net book value:
At 1 January 2003 21,146,192 4,184,358 25,330,550
At 31 December 2003 21,249,074 5,352,021 26,601,095

Freehold properties in Freetown and Kenema were revalued in October 1999 on a replacement
cost basis, taking into consideration the Bank’s specialised facilities, by Realini Bader Associates
Limited, Architects, Engineers and Planners. The revaluation has been reflected in these financial
statements. The surplus arising thereon has been credited to capital reserve account.

10. OTHER NON-FINANCIAL ASSETS

Le’000 Le’000

2003 2002

Deferred currency issue expenses 7,187,353 5,409,088
Deferred Government Security Certificates 148,810 151,096
7,336,163 5,560,184
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11.

12.

13.

14.

TERM LIABILITIES

Sierra Rutile/GOSL Loan

Bank of Morocco loan

Bank of china USS$ clearing

IMF Poverty Reduction and Growth Facility (PRGF)
IMF — SAP Loan

OTHER FOREIGN CURRENCY FINANCIAL LIABILITIES

Foreign payment

Thomas de la Rue

IMF Securities Account

IMF No.1 Account

ADF/ERR loan

WAMA ECOWAS Travellers’ Cheques

WAMA ECOWAS Travellers’ Cheques clearing
Commission of European Committee

WAMA settlement

OTHER LOCAL CURRENCY FINANCIAL LIABILITIES

P.S. Bond in circulation
Retention monies

Rent received in advance
Unapproved invoices
Trade and sundry creditors

OTHER LIABILITIES

Provision for loss on investment
Provision for bad debts
SAL Loan/Cash cover
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2003

1,857,682
28,659,123
21,561,182

417,042,728
10,145,605

479,266,320

2003

2,543,595
1,018,659
67,390,261
250,436,897
111,832
11,798
(1,170)
4,648,080
(938,516)

325,221,436

2003

449
364,187

6,205
21,270

392,111

2003
3,378

34,337
635,425

673,140

2002

1,589,090
24,515,475
18,443,783

342,230,477
23,824,993

410,603,818

2002
9,235,641

31,152,470
250,436,897
546,423
11,578
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2,847,019
(759,324)

293,471,070

2002

449
336,810
25,613
11,459
38,870

413,201

2002
3,378

34,337
543,554

581,269
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15. PRovVISION FOR REVALUATION OF PIPELINE LIABILITIES

Le’000 Le’000
Beginning of year 184,516,280 167,026,950
Revaluation 47,571,571 17,489,330
Claims/payments - -
End of year 232,087,851 184,516,280

The provision for revaluation of pipeline relates to purported obligations of the Bank to settle liabilities
of importers who had deposited cash in Leones, effectively with the Bank, which the Bank would
purportedly settle in the appropriate foreign currency from their pipeline account. As the purported
obligation is due in foreign currencies it is revalued to current rates of exchange. The timing and
amount of any payments is uncertain. The obligation has not been discounted.

16. APPROPRIATIONS

Le’000 Le’000

2003 2002
Net profit for the year 3,142,427 12,416,956

Appropriations:

Building reserve fund (100,000) (3,000,000)
Asset procurement reserve fund (1,600,000) (3,000,000)
Staff welfare fund (100,000) (200,000)
Staff personal loan fund (100,000) (500,000)
Staff vehicle loan fund (100,000) (100,000)
Internal Insurance fund (100,000) (100,000)
Staff housing loan fund - (100,000)
Community Banking fund (100,000) (1,000,000)
Monetary co-operation fund - (1,000,000)
942,427 3,416,956
General Reserve (314,142) (1,138,985)
Redemption of securities (157,071) (569,526)
Development credit fund (100,000) (200,000)
Revaluation reserve (371,214) (1,508,445)
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17.

(@)

CAPITAL AND RESERVES Le’000 Le’000

2003 2002

Capital account 24,001,500 24,001,500
Capital reserves (Note 25) 8,982,043 8,982,043
General reserve fund - -
Development credit fund 972,841 3,636,243
Revaluation reserve (Note 23) (115,848,125) (44,686,179)
Credit guarantee fund 13,686 319
Export credit guarantee fund 130 217
Internal insurance fund 828,060 1,120,566
Staff welfare fund 315,229 201,198
Community Banking fund 1,113,324 1,006,829
Staff housing loan fund 128,730 109,824
Staff vehicle loan fund 444,988 489,743
Staff personal loan fund 1,028,714 958,000
Monetary co-operation fund 1,834,574 1,840,322
Building reserve fund 3,988,975 3,900,950
Asset procurement reserve fund 2,944,604 3,709,951
General asset reserve 17,186,470 12,661,022
(76,065,757) (6,068,952)

General reserve fund

Under the provision of Section 11(2) of the Bank of Sierra Leone Act, a General Reserve is
established by allocation from the net profit of each year. One third of net profit is allocated if the
General Reserve does not exceed the minimum paid up capital of the Bank. One sixth of net
profit is allocated should General Reserve exceed the minimum paid up capital of the Bank (up
to the point where the Reserve equals four times the minimum paid up capital). Further alloca-
tions to the General Reserve may be made from time to time with the approval of the Minister to
increase the reserve beyond four times the minimum paid up capital of the Bank.

In accordance with Section 11(7) of the Act, if the Bank incurs any net loss during any financial
year such loss shall be charged to the general reserve. Also in accordance with Section 54 (3)
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where there is a carried over loss or net debit balance in the revaluation reserve account, amounts
shall be transferred from the available balance in the General Reserve to cancel such carried over

losses.

2003 2002
Balance at beginning of year - -
Transfer to revaluation reserve in accordance with
Section 54(3) of the Bank of Sierra Leone Act 2000 (314,142) (1,138,985)
Transfer from Income Statement in accordance with
Section 11 (2) of the Bank of Sierra Leone Act 2000 314,142 1,138,985

Balance at end of year - -
(b) Development credit fund

In accordance with Section 11 (3) (b) of the Bank of Sierra Leone Act 2000 the Bank is to establish a
Development Credit Fund for purposes specified in Section 49 of the Act. The fund is constituted by
amounts transferred from net profits, in consultation with the Minister of Finance, and accruals of
income on the investments allocated to the fund, as analysed below:

Le’000 Le’000

2003 2002

Balance at beginning of year 3,636,243 2,721,905
Adjustment in respect of proceeds (49,230) 49,230
Income accruing 288,528 203,408
Transfer to various community banks (3,002,700) 461,700
Transfer from profit and loss account 100,000 200,000
Balance at end of year 972,841 3,636,243

The purpose of the fund is to make loans and advances to co-operative Banks and statutory
bodies in which the Bank is entitled to invest, under Section 36 (1) (i) of the Act on such terms
and conditions as the Board may determine or to facilitate the dealings in debt obligations having
amaturity not in excess of eight years from date of acquisition by the Bank issued by co-operative
Banks or statutory bodies.
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(¢) Building Reserve Fund

Balance at beginning of year
Transfer to general asset reserve fund
Income accruing from investment
Investment

Maturity of investment

Transfer from profit and loss account

Balance at end of year

2003

3,900,950
(1,031,909)
112,893
(1,092,537)
1,999,578
100,000

3,988,975

2002

2,936,938
(2,022,043)
199,113
(1,999,578)
1,786,520
3,000,000

3,900,950

The fund will be used to finance the construction and renovation of the Bank’s buildings.

(d) General asset reserve fund

Balance at beginning of year
Transfer from building reserve fund
Transfer from asset procurement reserve fund

Balance at end of year

2003
12,661,022
1,031,909
3,493,539

17,186,470

2002
8,957,933
2,022,043
1,681,046

12,661,022

This reserve was created to record the values of purchased or developed assets financed by the
Building Reserve Fund and the Asset Procurement Reserve Fund.

(e) Asset procurement reserve fund

Balance at beginning of year

Income accruing from investment
Investments

Transfer to general asset reserve fund
Maturity of Investment

Transfer from profit and loss account

Balance at end of year

This is a reserve created to provide funds for the procurement of capital items.
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Le’000
2003

3,709,950
266,752

(2,142,578)

(3,493,539)
3,004,019

1,600,000

2,944,604

Le’000
2002
1,862,875
308,320
(3,004,018)
(1,681,046)
3,223,820
3,000,000

3,709,950
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(f) Staffhousing loan fund

2003 2002
Balance at beginning of year 109,824 148,480
Income accruing from investment 241,670 169,785
Loan repayment 4,666 4,732
Investments/loan disbursement (2,254,423) (2,026,993)
Maturity of Investment 2,026,993 1,713,820
Transfer from profit and loss account - 100,000
Balance at end of year 128,730 109,824

This fund was originally created out of transfers from the building reserve fund and then subsequently
out of profits for the provision of funds for the staft housing loan scheme.

(g) Staff welfare fund

2003 2002
Balance at beginning of year 201,198 16,207
Income accruing from investments 88,038 65,192
Investment (791,458) (717,451)
Maturity of Investment 717,451 637,250
Transfer from profit and loss account 100,000 200,000
Balance at end of year 315,229 201,198

This fund will be used to finance the Bank’s staff welfare activities.

(h) Staff personal loan fund

2003 2002
Balance at beginning of year 958,000 586,347
Adjustments - (12,541)
Loan repayments 254,535 196,368
Disbursements to staff (283,821) (312,174)
Transfer from profit and loss account 100,000 500,000
Balance at end of year 1,028,714 958,000

This fund will be used to finance loans disbursed under the staff personal loan scheme.

73



BANK OF SIERRA LEONE

)

1)

(k)

Staff vehicle loan fund

2003
Balance at beginning of year 489,743
Loan repayments 41,582
Disbursements to staff (186,337)
Transfer from profit and loss account 100,000
Balance at end of year 444,988

2002

400,665
196,368
(312,174)
100,000

489,743

This fund will be used to finance loans disbursed under the vehicle loan scheme.

Internal insurance fund

2003
Balance at beginning of year 1,120,566
Proceeds from investments (425,746)
Income accruing from investments 33,240
Transfer from profit and loss account 100,000
Balance at end of year 828,060

2002

569,997
425,746

24,823
100,000

1,120,566

This fund will be used to finance insurance claims in respect of the Bank’s fixed assets.

Monetary co-operation fund

2003
Balance at beginning of year 1,840,322
Refund by Ministry of Finance -
Contribution to WAMI -
WAMZ expenses (5,748)
Transfer from profit and loss account -
Balance at end of year 1,834,574

2002
1,235,836
(283,923)
(111,591)
1,000,000

1,840,322

This fund was created to finance the Bank’s contribution to the budget of the West African
Monetary Institute (WAMI) to complement the country’s effort towards the Second Monetary

Zone Programme.
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() Community Banking fund

Balance at beginning of year
Adjustments

Income accruing from investments
Investment

Maturity of Investment

Transfer from profit and loss account

Balance at end of year

2003
1,006,829

119,652

(1,000,302)

887,145
100,000

1,113,324

This fund will be used to finance Community Banking activities.

18. INCOME FROM FINANCIAL ASSETS
Interest income
STG investments
USS$ investments
SDR investments
Other external investments
Total income from foreign currency assets
Income from local currency assets
Interest income:
Income on Sierra Leone Bearer Bonds
Income on Sierra Leone Treasury Bills
Income on loans and advances

Total income from local currency assets

Total income from financial assets
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Le’000
2003
1,087,034
513,021
809,357
139,107

2,548,519

2003
4,740,604
2,247,960

20,847,205
27,835,769

30,384,288

2002
22,535
188,239
(887,145)
683,200
1,000,000

1,006,829

Le’000
2002
1,116,245
600,782
427,376
37,606

2,182,009

2002
1,844,070
4,288,331

20,437,256
26,569,657

28,751,666
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19.

20.

EXPENSES ON FINANCIAL LIABILITIES

Expenses on foreign currency liabilities

Interest expenses: IMF interest and charges
Charges on foreign transactions

Total expenses on foreign currency liabilities

Amortisation of Government Securities

Total expenses on local currency liabilities

Total expenses on financial liabilities
Expenses on local currency liabilities

Interest expenses:

Total interest expense

Amortisation on Government Securities
Total expenses on local currency liabilities

Total expenses on financial liabilities

OTHER INCOME

Commission received

Commission on foreign transactions
Net (shorts)/overs in tills

Profit on sale of assets

Rents received

Sundry receipts

Gains in treasury bills

Interest received

Total other income
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2003

698,740
114,860

813,600
2,286
2,286

815,886

2003

2,286
2,286

815,886

Le’000
2003

130,883
2,226
464
59,042
39,837
269,671
43,656

545,779

2002

949,570
100,660

1,050,230
2,311
2,311

1,052,541

2002

2,311
2,311

1,052,541

Le’000
2002

221,752
15,412
(1,565)
10,231
64,076

369,560

114,613

116,902

910,981
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21. CURRENCY

2003 2002
Currency management 85,904 51,161
Currency issue expenses 2,604,782 1,278,222
Total currency expenses 2,690,686 1,329,383

22. ADMINISTRATION
Included in the charge to the Income Statement under this heading are losses from the irregular fraudu-
lent recycling of cheques totalling Le 1.8bn, and write off of difference between fund investments held

and the general ledger balance amounting to Le473.8m.

23. REevALUATION RESERVE ACCOUNT

2003 2002
Balance at beginning of year (44,686,179) (2,773,494)
Revaluation losses on foreign currency

assets/liabilities (71,847,302) (44,560,115)
Transfer from General Reserve Account

(Section 54 (3) of BSL Act 2000) 314,142 1,138,985

Transfer from Profit and Loss Account 371,214 1,508,445

(115,848,125) (44,686,179)

Under Section 54(1) of the Bank of Sierra Leone Act 2000, gains and losses arising from any changes
in the valuation of the Bank’s foreign currency denominated assets and liabilities resulting from changes
in the rate of exchange of the Leone, or any change in the value parities or exchange rates of assets with
respect to the Leone are taken to a Revaluation Reserve Account.

Under Section 54(3) and (4) of the Act, any net debit in this Reserve Account will be cancelled by
future revaluation gains or by transfers from the General Reserve. Additionally, no profit shall be
transferred to the Consolidated Fund and all available profit is credited to the revaluation reserve
account in an amount sufficient to cover the losses generated by the debit.
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24. CarPiTAL
Le’000 Le’000
2003 2002
Authorised 100,000,000 100,000,000
Issued 24,001,500 24,001,500

Sections 10(1) and 71 of the Bank of Sierra Leone Act 2000 require that the minimum paid up capital
of'the Bank must be Le 50bn, to be subscribed to within five years from the commencement of the Act,
that is by 15" February 2005.

25. CariTAL RESERVE

2003 2002
Balance at end of year 8,982,043 8,982,043
26. CONTINGENT LIABILITIES
2003 2002
Guarantees and endorsements 148,353,310 459,298,671

The bank is a Defendant in a lawsuit, which it is vigorously defending, for a claim amounting to
US$6.9m (Le17,729,851,000)

27. Capital Commitments

Capital commitments not provided for at year end were authorised and contracted for in respect

of:
2003 2002
Capital expenditure/building renovation 5,250,754 1,441,380
African Export Import Bank 3,074,616 2,630,076
8,325,370 4,071,456
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28. TAXATION

In accordance with Section 9 (a) (ii1) of the Income Tax Act 2000 and Section 56 (3) of the Bank of
Sierra Leone Act 2000, the profits of the Bank are not liable to Income Tax.

29. REeconNcILIATION oF OPERATING CAsH FLows wiTH OPERATING PROFIT

Le’000 Le’000
2003 2002
Operating profit 3,142,427 12,416,956
(Increase)/decrease in other assets (4,674,488) 3,244,066
Effect of exchange rate movements (98,140,663) (60,800,324)
Depreciation 2,150,595 1,544,091
Net (decrease)/ increase in other loans (704,642) 18,381
Net increase in other liabilities 1,191,657 761,435
Net cash outflow from operating activities (97,035,114) (42,815,395)
30. CasH BALANCES
1 January 2003 Cash flow 31 December 2003
Le’000 Le’000 Le’000
Cash and cash equivalents 133,338,958 (53,902,866) 79,436,093
Loans and advances to other bank 34,337 300,000 334,337
Repayable on demand
133,373,295 (53,602,866) 79,770,430

31. Risk MANAGEMENT
Operational risk
This relates to exposure to losses resulting from unexpected interruption of operation, unauthorized
use of information, non-compliance with security requirements, theft of assets, fraud and other

circumstances related to inadequate internal controls or external factors.
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To minimize operational risk inherent in security and information systems, the Bank relies on the
system put in place by the Internal Audit Unit (which reports directly to the Governors) to under-
take periodic checks aimed at ascertaining adequacy of internal controls and compliance with the
existing control mechanisms.

This unit also reports to the Audit Committee of the Board of Directors, which meets twice a year.

Interest Rate Risk

The Bank manages interest rate risk inherent mainly in foreign assets sensitive to interest rate
fluctuations by using modified duration limits.

To avoid losses resulting from adverse changes in exchange rates, the Bank ensures that foreign
assets are maintained in currencies from which all foreign liabilities are met.

In the domestic market, the Bank’s investment is mainly in Government of Sierra Leone Treasury
Bills and Treasury Bearer Bonds Securities, which are normally held to maturity. These securities
are gilt-edged 3 months and 1 year Government of Sierra Leone Treasury Securities with no under-
lying interest rate risk when held to maturity. Disinvestments prior to maturity have an interest rate
risk exposure as price are re-set daily based on the last prevailing weighted average Treasury Bills/
Bonds auction price.
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Security Council for almost threeyears and later
replaced by the Kimberly Certification Scheme.

Fiscal performance during thereview period was
satisfactory with improvementsnotably in domestic
revenue collections, following the establishment of
theNationd RevenueAuthority (NRA),whichwere
higher than projected whilebudgetary outlayswere
within targets. The late or non-disbursement of
external fundshowever neccesitated heavy reliance
on domestic sources for financing of the budget
deficit. Thistriggeredasurgeintheoverdl liquidity
position leading to sSignificant growth inthemoney
supply. The exchange rate experienced a steady
depreciation in 2003 due to the rising demand
againsgt thelimited supply of foreign exchange. The
resulting effect, coupled with the hikesin theworld
market prices of petroleum products was a
continuousriseinthegeneral pricelevels andan
increaseininflation ratesreaching doubledigitsin
September through the end of theyear.

(b) Real Sector Developments

Developmentsinthe Red Sector weremixed during
2003. Intheagricultural sub-sector, therewasa
notable increase in cocoa production while
production of coffee and piassava dropped
drasticdly. Output inthe manufacturing sub-sector,
registered downturnsin someindustrieswhilst the
increased reconstruction and rehabilitation activities
during the period created additional demandfor the
products of others. Inthe mining sub —sector, the
positivetrend over thelast four yearsin diamond
shipment wassugtained.Generation of eectricity was

lower dueto frequent breakdownsof generating
plants. Significant growthswere however recorded
inother service—providing aress.

Output levelsintheindudtria sector duringthereview
period indicated improved performancesfor some
products, while others recorded considerable
reductions. The production of beer & stout, matina
and soft drinksdropped by 143.88 thousand cartons
(15.73%) to 770.61 thousand cartons, 28.95
thousand cartons (14.40%) to 172.05 thousand
cartons and 701.00 thousand crates (37.45%) to
1,171.02 thousand cratesrespectively, in2003. The
decrease was on account of frequent breakdown
of plantsand machinery, and wasparticularly sofor
the Freetown Cold Storage Company, the producer
of soft drinks which experienced a major
breakdown during thelast quarter. Theinstallation
of anew plant at thecompany waslateintheyear
so output wastill bel ow that observedin 2002. An
increase was however recorded in the output of
confectionery, by 365.83 thousand pounds
(12.39%) to 3,318.65 thousand pounds, duelargely
to arisein demand asthe market for the product
extended to moreareasin the provincesaswell as
neighbouring Guinea. Output levelsfor salt and
plastic foot wear dropped significantly by 816.38
metric tons (44.83%) to 1,004.55 metric tonsand
537.41 thousand pairs (42.37%) to 730.87
thousand pairsrespectively, explained by increased
consumption of better quality imported substitutes
with regardsto theformer and ahuge carry over of
stock fromthe previousyear inrespect of thelatter.
The production of common sogpincreased by 31.88
metric tons (6.94%) to 491.24 metric tonsdueto
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Production

Table. 1

Jan-Dec'02 | Jan-Jun'03 | Jul-Dec'O3 | Jan-Dec'03
1 2 3 4 5 6
M inerals
Diamonds OOO'carats 351.86 251.33 255.49 506.82
Agriculture
Coffee OOO'M tons 947.20 486.00 59.00 545.00
Cocoa OOO'M tons 1,177.46 2,482.14 270.00 2,752.14
Piassava OOO'M tons 50.02 0.00 17.00 17.00
M anufactured Goods
Beer and Stout 000’ 914.49 401.75 368.89 770.61
Cartons
Maltina 000’ 201.00 99.55 72.50 172.05
Cartons

Soft Drinks O0O' Crates 1,872.03 833..02 338.00 1,171.02
Acetylene 000" Cu.Ft 99.43 68.18 45.86 114.05
Oxygen 000" Cu.Ft 1,131.26 941.28 667.72 1,609.01
Carbon-Dioxide 000’ Lbs 26.07 1.99 0.00 1.99
Confectionary 000’ Lbs 2,952.82 1,673.51 1,645.14 3,318.65
Salt M tons 1,820.95 829.93 174.62 1,004.55
Common Soap M tons 459.63 311.27 179.97 491.24
Paint 000" Gals. 185.90 94.36 86.82 181.17
Cement OOO'M tons 144.15 84.89 84.62 169.51
Plastic Footwear 000 Pairs 1,268.28 313.27 417.60 730.87
Services
Electricity
Unit Generated GW/hr 123.50 53.01 56.37 109.39
Industrial Consumption GWhr 25.55 13.82 13.98 27.81
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increased demand asimported subgtitutesweremore
expensiveduring the period.

Output of oxygen and acetyleneincreased by 477.75
thousand cubicfeet (42.23%) to 1,609.01 thousand
cubicfeet and 14.62 thousand cubic feet (14.70%)
t0 114.05 thousand cubic feet, alsoduetoarisein
consumer demand, whileoutput of carbon - dioxide
experienced a sharp drop from 26.07 thousand
pounds to 1.99 thousand as a result of non -
production of the gasduring the second haf of the
review period arising fromtheclosureof theSerra
Leone Enterprises Company (7Up Factory) in
March 2002, a major user of carbon dioxide
produced by the Sierra Leone Oxygen Factory
(SLOF).

Theincreasing aswell asextensivereconstruction
andrehabilitation activities intheeconomy following
the consolidation of peace efforts in 2002, was
trandlated into additional demand for building
materias, especialy cement, during the reporting
period. Consequently, the production of cement rose
by 25.36 thousand metric tons (17.59%) to 169.51
thousand metric tonsin 2003. Output of paint on
the other hand, dropped dightly by 4.73 thousand
galons(2.54%) to 181.17 thousand gallons, asa
result of theintroduction of new imported varieties
inthemarket.

Total eectricity generation by the National Power
Authority (NPA) contracted by 14.11 GW/hr
(19.47%) from 123.50 GW/hr in 2002 to 109.39
GW/hr in2003, mainly dueto frequent breakdowns
of generating plants and machinery during the
reporting period. Industrial consumption however,

rose by 2.26 GW/hr (8.85%) from 25.55 GW/hr in
2002 to 27.81 GW/hr in thereporting period.

Thevolumeof diamondsva ued for shipment by the
Government Gold and Diamond Office (GGDO)
increased by 154.96 thousand carats (44.04%) in
2003. Total shipment was 506.82 thousand carats
consisting of 260.10 thousand caratsof industrial
and 246.72 thousand caratsof gem diamonds. The
increase may partly be accredited to intensified
mining activitiesover moreextensvemining areas
arising from the marked increase in the mining
populationin 2003 ascompared to the previousyear
aswd| asthesudtained implementation of theUnited
Nations Certification Scheme. Thelatter scheme
wasreplaced by the Kimberly Process Certification
Schemein June 2003 after thelifting of theban on
“blood diamonds’.

Developmentsintheagricultural sector showed
mixed trendsduring thereview period. Shipment
of cocoaincreased from 1,177.46 metric tonsin
2002t0 2,752.14 metric tonsin 2003, with the bulk
of shipment being carried out inthefirst half of the
year. Thisincreasewaspartly theresult of theimpetus
providedtofarmersby asignificant riseinpricesin
theinternationd market, ensuing fromthecontinued
palitical instability inIvory Coast, which gaverise
to considerabl e shortages of the commodity inthe
world market.

In contrast, the shipments of coffee and piassava
fell by 402.20 metric tons (42.46%) to 545.00
metrictonsand 33.02 metrictons(66.01%) to 17.00
metrictonsrespectively intheperiod. Therdatively
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very low pricesofferedto coffeefarmersduetothe
glutintheinternational market, pitched against the
backdrop of the difficulties associated in the
processing of thecrop, had theeffect of discouraging
local production. Thissituationled farmerstoswitch
tothe production of other cropslikepalmoil. The
declineintheoutput of piassavawasadirect result
of thesignificant declinein internationa demandfor
thecommodity.

Food productionin the country recovered in 2003,
according to official estimates, as many people
displaced by the 11 year civil war returned to their
villages and started farming. Output of rice, the
country’s staple food was up to 78 percent of its
pre-war level. Therewasa so astrong recovery in
other food crops such as cassava, sweet potato and
groundnuts.

The Tourism sub — sector continued to expand as
the number of hotels, guest houses and restaurants
increased. The number of registered and licensed
hotel sand guest housesincreased from 76 (of which:
hotels— 8, guest houses— 68) in 2002 to 100 (of
which: hotels — 14, guest houses — 86) in 2003.
The Transport and Communication servicessub—
sector also received aboost during the reporting
period, with the expansion of mobile phone
networksinto more areasin the Western Areaand
the provinces. Inaddition, a Hovercraft shuttle
service between Freetown and the Lungi
International Airport wasintroduced in December
2003.

Thepump pricesof petroleum productswererevised
thriceduringtheyear. InFebruary, the pump prices

werereviewed upwardsasfollows: petrol fromLe
4,900to Le6,050; diesd fromLe4,800toLe6,000
and kerosenefrom Le 3,500to Le 4,750, arising
from acombination of factors, namely, anincrease
inworld market prices associated with the United
Statesof America sthreat of war with Irag early in
theyear, athree months' strike by oil workersin
Venezudlaand thepolitical crisisinlvory Coast. In
July, the pump prices were however reviewed
downwards from Le 6,050 to Le 5,900 (petrol),
Le6,000to Le5,850 (diesel) andLe4,750toLe
4,600 (kerosene), inlinewithafal inworld market
prices; but were later reviewed upwards in
November fromLe5,900toLe6,600 (petrol),Le
5,850t0Le6,800 (diesdl) and Le4,600to Le 5,200
(kerosene), toreflect anincreaseintheworld market
pricesfor petroleum products and the continued
depreciation of theLeone.

(c) Fiscal Developments

Inthereview year, budgetary operationsreflected
improvement in domestic revenue collection and
effortsmadeto keep expenditureswithin budgetary
alocations. Inabidto harmonisethetax collection
process countrywideand strengthenitsrevenue base
the government through an act of Parliament created
theNationa RevenueAuthority (NRA) tounify the
Income Tax and Customs and Excise departments
intoasingleunit. Also, cons stent with theobligation
to bring import tariffsin line with the Common
Externd Tariff (CET) of ECOWA Sthegovernment
inAugust 2003 madeadownward revison of import
duties on vehicles from 30 percent to 5 percent,
textilesfrom 30 percent to 20 percent and sal estax
from 20 percent to 17.5 percent. Tota revenue
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Chart 1. Composition of Government
Domestic Revenue-2003
Road User
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and grantsamounting to Le467,001mn (25.21 per
cent GDP) was 16.74 per cent higher than that for
2002, but was 19.34 per cent lower than the 2003
budgetary estimate dueto the lessthan expected
receipts from project grants. Total Domestic
recel ptsamounted to Le287,658mn (15.53 per cent
GDP) and exceeded itslevel inthe previousyear
by 20.52 per cent and its budget estimate by 5.88
per cent. Theimprovement in the collection of
domestic revenuewas dueto the establishment of
National Revenue Authority (NRA) and the
expans oninthe manufacturing, construction trade
and service sectors. Customsand Excisecollections
amounting to Lel192,379mn accounted for 66.88
percent of the domestic revenue and exceeded the
corresponding and budget estimate by 19.80 percent
and 9.03 percent respectively. IncomeTax receipts
recorded at Le75,581mn wasgreater than thelevel
in 2002 and budget estimate by 20.20 per cent and
2.43 per cent, respectively. Tota tax revenuewas
Le267,960mn and accounted for 93.15 per cent of
total domestic revenue. Non-tax revenuefromthe

mining sector increased with proper mechanism put
in placetowardsthe certification of theexportation
of diamond.

Total grantsreceived from externa donorswaslLe
179,343mn (9.68 per cent of GDP) and comprised
of Le 144,842mn programme grants and Le
34,501mn project grantsof which Le 106,616mn
of programme grants was HPIC Debt Relief
Assistance and therest budgetary support grants
fromDFID. Project grantsreceived for the DDR
programme and other reconstruction and
rehabilitation projectsinthereview year was73.18
per cent below the previousyear’sposition of Le
31,737mn. This can be attributed to the gradual
completion of the DDR programmein the country.
Therewasasoal151.29 per centincreaseinforeign
fundsfor the dection of paramount chiefs.

Total expenditure in 2003 amounting to
L e597,999mn (32.28 per cent GDP) waswithin
the estimated budgetary limitsof Le 726,146mn

Chart 2. Composition of Government
Recurrent Expenditure - 2003
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Table 2.

Government Fiscal
(Leone Million)

Operations

Rev.
B udget 2003 2002
2003
a 2 3 =8

TOTAL REVENUE (PLUS GRANTS)

DOMESTIC REVENUE
Of which:

Customs & Excuse
I mport taxes
E<cise on Pet.
Other BExcise Dut.
Domestic Sales Tax
I Nncome Tax Department
Comparty Taxx
Personal Income Tax
Other Taxes
M iscellaneous
M ines Department
L icences
Other Departments
Royalty on Fisheries
Parastatals
Other Revenues
Road User Charges

GRANTS
Programme
HIPC Debt Relief Assistance
DFI1D
Other s~
Project
DDR
Elections-Foreign Funded
Other Projects

TOTAL EXPENDITURE
Of wwhich:

Current Expenditure
Of vwwhich:
Wages & Salaries
Foreign I rnterest
Domesstic | rterest
Goods & Services
DDR
Social Outlaays
Grartts to Edu. Inst.
Tramns. to Rd. fund
Elections
Development Expenditure
Foreign Loans and Grarits
Loans
Grarts
Domestic
Subsidies
Lending minus repayvrmerit
CURRENT BALANCE+/-

ADD DEVELOPM ENT
EXPENDITURE

OVERALL DEFICIT/SURPL USH/-

578,976
271,678

176,439
132,264
21,647
a,523
8,005
73,785
35,261
37,258
1,266
13,942
a,a40=2
a,a02=2
9,450
4,000
2.,a56
3,084
7,512

307,298
177,014
101,002
76,012
130,284
38,120
oz, 164

726,146

490,429

154,100
23,055
a3,932

194,452
29,120
340
17,168
7,512
750
235,217
212,717
120,552
oz, 164
22,500
500
s8,04a7)

(235,217)

(1a7,170)

467,001
287,658

192,379
14944,166
856,693
4,502
7,018
75,581
38,578
34,468
2,535
9,851
3,040
3,040
6,811
2,643
2.8392
4,776
o,.847

179,343
14944.,.842
106,616

38,226

34,501]
8,513
25,988

597,999

485,368

160,091
19,455
64,316

192,389
16,513
2,007
19,000
o,8a7
750
112,314
81,942
55,0954
o5, 988
20,372
500
s
as,367)

(A1=2,314)

(130,998)

400,024
238,689

160,589
120,703
28,337
3,794
7,758
62,881
29,117
32,525
1,239
8,204
2,033
2,033
6,261
2,309
1.677
2,275
S,925

161,335
107,857
75,327
32,530
23,74a1]
az,079
31,737
10,342
11,399

562,267

474,827

142,769
53,778
51,020

154,621
33,736

14a,04a1]
6,925
17,937
85,766
65,226
53,827
11,399
20,540
aso0
1,224
(74,803)
(85,766)

(A62,2a3)~

> Others include grants from I DA, I Nt.
grant

umbrella account SO R and M orocco
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Table 2. (Concld).

Government Fiscal Operations

(Leore Million)
Rev.
Budget 2003 20027
2003
1 2 3 4
FINANCING 147,170 130,998 121,127
Domestic 40,273 66,505 18,601
Of which:

Bank Financing 15,541 22,475 (5,602)
Bank of Sierra Leone 15,541 30,961  (24,540)
Commercia Banks - (8,486) 18,938

Non-Bank Financing 24,732 44,030| 24,203

External 113,397 56,133 113,987
Of which:
Loans 183,527 03,627 141,605
Amortisation (70,130)| (37,494)| (27,618)
Others** (6,500) 8,360]  (11,461)

** QOthers include rescheduling/ write off, financing gap, privatisation net, change in

Government deposits unaccounted amournts and lending minus repayment

R Revised
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though it was 6.35 per cent abovethe 2002 level.
Recurrent expenditure of Le485,368mn (26.20 per
cent GDP), though 2.22 per cent higher than the
level in 2002 was 1.03 per cent below its budget
estimate. Expenditure on Wagesand Salaries of
L e160,091mn (8.64 per cent GDP) was 12.13 per
cent and 3.89 per cent morethanthepreviousyear’s
position and the budget estimate, respectively. Itwas
a3059.74 percent of tota tax revenueand exceeded
theWest African Monetary Zone(WAMZ) criteria
of 35 percent or less. Spending on Goods and
Servicesamounting to Le192,389mn or 39.64 per
cent of total recurrent expenditurewasabovethe
preceding year’slevel by 24.43 per cent but below
the budget estimate by 1.06 per cent. Theincrease
in expenditurewas mainly attributed to the cost of
teaching and learning materials, feessubsidy and
subvention to Educational institutions, essential

medica drugsand equipmentsto Ministry of Hedlth
and Sanitation.

Development expenditures amounted to
Lel12,314mn of which Le55,954mn was from
loans, Le25,988mn from grantsand Le30,372mn
was domestic contribution. Government’s
contribution to devel opment expenditurewas 27.04
per cent of the total development expenditurein
2003. Totd devel opment expenditureinthereview
year was 30.95 per cent abovethe previousyear’s
position and 52.25 per cent below the budget
estimate. Foreign-financed devel opment expenditure
in particular was|ower than projected because of
shortfalsinexterna project grantsand borrowing.

The overall budget deficit including grants was

L e130,998mn (7.07 per cent GDP). Excluding
grants, the budget deficit recorded at 16.75 percent
of GDPwasa?2.76 percentage point reduction over
the positioninthe preceding year. Inlinewith the
WAMZ criterion, this figure far exceeded the 4
percentage point limit. Financing of the deficit was
from both externa and domestic sources. Externa
financing wasthrough programmeand project loans,
amounting to Le56,133mn, whiledomesticfinancing
of Le66,505mnwasmogtly fromtheBank of Sierra
Leone (Le30,961mn) and the non-bank sector
(Led4,030mn). The commercid banksreduced their
holdingsof government securitiesover thereporting

period.

(e) Monetary Developments

(i) Monetary Survey

The Centra Bank vigoroudy pursueditsmonetary
policy objectiveof pricestability. Thiswas achieved
through Open Market Operationsused to sterilise
theexcessliquidity. Effortsby the Bank to attain
thisobjectivewere however constrained by fisca
pressureswith the delays or non disbursement of
externa budgetary support.

Agang thisbackground, thegovernment hadtordly
heavily on the Central bank to financeits budget
thus making monetary management difficult.
Narrow Money (M1), Broad Money (M2) and
Reserve Money (RM) expanded by Le45.47bn
(18.37%), Le82.50bn (21.89%) and Le39.78bn
(22.42%) to Le292.95bn, Le459.33bn and
Le217.22bn respectively. M1 expanded mainly as
aresult of theincreasein Currency in Circulation,
whichroseby Le40.43bn(27.32%) to Lel88.45bn
and accounted for 88.92 percent of the expansion
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Table 3
M onetary Survey
(Million Leones)
Dec-02 Mar-03 Jun-03 Sep-03 Dec-03
1 2 3 4 5 6
Reserve M oney 177,441 169,534 178,812 192,483 217,217
Broad M oney 376,838 377,244 403,913 431,214 459,333
Narrow M oney 247,478 244,501 251,257 273,380 292,950
Currency in Circulation 148,015 150,584 153,540 161,396 188,448
Demand Deposits 99,463 93,917 97,717 111,984 104,502
Quasi M oney 129,359 132,743 152,656 157,834 166,382
Foreign Currency Deposits 55,267 59,424 73,039 69,831 71,731
Time Deposits 3,559 3,296 4,469 4,185 5,937
Savings Deposits 66,007 66,441 71,316 79,537 84,086
Time Savings and Foreign Currency Deposits (BSL) 4,526 3,582 3,832 4,281 4,628
Net Foreign Assets (140,521) | (157,820) (159,334) (134,331) (195,880)
Bank of Sierra Leone -198,904 -220,558 -235,947 -209,437 -274,719
Assets 191,179 156,211 189,132 222,286 168,696
Liabilities (390,083) | (376,769) (425,079) (431,723) (443,415)
Commercial Banks 58,383 62,738 76,613 75,106 78,839
Assets 58,383 62,738 76,613 75,106 78,839
Liabilities - - - - -
Domestic Credit 263,905 284,253 299,051 274,287 349,926
Claims on Central Government Net 189,389 206,712 222,558 189,727 238,218
of which: BSL 80,598 89,487 105,418 71,774 139,585
Total Claims 119,977 162,121 190,783 85,562 150,939
Deposits 39,379 72,634 85,365 13,788 11,354
Commercial Banks 108,791 117,225 117,140 117,953 98,633
Total Claims 130,035 136,893 131,846 139,187 121,829
Deposits 21,244 19,668 14,706 21,234 23,196
Claims on Non Financial Public Sector 963 1,432 2,754 2,864 3,661
Claims on Private Sector 56,719 64,178 62,184 71,596 93,317
of which

Commercial Banks' claims on Private Sector 50,559 61,495 59,737 69,415 91,406
Claims on Non-Banks Financial Inst. 16,834 11,931 11,555 10,100 14,730
Other Items Net (253,454) | (250,811) (264,196) (291,258) (305,287)

Note: Other Items Net includes Non-Negotiable, Non-Interest Bearing Stock
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iInM1. Thesurgein M1 coupled withtheincreases
in Savings Deposits (Le18.08bn), Time Deposits
(Le2.38bn) and Foreign Currency Deposits
(Lel6.46bn) at thecommercia banks, which grew
steadily over thereview period, accounted for the
riseinM2. Over the period Broad Money growth
was 21.89 perecnt, higher thanthe programmetarget
of 20.00 percent. Theincreasein Reserve Money
was due primarily to the expansion in Currency
I ssued (Le40.96bn) and Private Sector Deposits
(Lel.43bn), which more than offset the drop in
Bankers Deposits(Le2.65bn).

Government’sindebtednessto the Central Bank
increased by Le58.99bn (73.19%) to Le139.59bn,
on account of theincreaseinthe Bank’sholdingsof
Treasury Bills(Le32.01bn) and Treasury Bearer
Bonds (Le5.12bn), coupled with the decrease of
L e28.06bn in Government Deposits, which were
together greater than thedrop in Waysand Means
Advances (Le6.17bn). By May 2003, Ways and
MeansAdvances had peaked at L €159.81bn, but

wasreduced to Le38.26bn in September 2004, with
thereclassification of HIPC resourcesas” Treasury
Revenue Deposits’, instead of “Government
Depogits’ at the Central Bank. Thisconsequently
provided relief on Government’spayment of interest
on Ways and Means Advances. Net Claims on
Government by thecommercia banks contracted
by Lel10.16bn (9.34%) to Le98.63bn due to the
declineinther holdingsof Treasury Bills(Le7.67bn)
and Treasury Bearer Bonds (Le813mn), aswell as
theexpangon of Lel.95bnin Government Deposits
at thecommercia banks.

Net Foreign Assets of the Bank of SierraLeone
dropped by Le75.82bn (38.17%) to minus
Le274.72bn due to the increase in its Foreign
Liabilities(Le53.33bn), and thedeclinein Foreign
Assets (Le22.48bn). The increase in Foreign
Liabilitieswasmainly onaccount of thedisbursement
of SDR14mn under the PRGF program with the
Fund.

During the twel ve-month period to end December
2003, credit to the Private Sector by commercial

Chart 3. Composition of Money Supply(M2)
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Table 4
Average Interest Rates (Percent)
Dec-02| Ma-03| Jn03| Sep-03| Dec-03
1 2 3 4 5 6

Treasury Bills (3-morthe) 1499 | 1517 | 1494 | 148 | 2020
Treasry Bearer Bonds (1-year) [ 1800 | 17.00 | 1500 | 1500 | 17.00
Savings Deposits 55 55 55 55 55
Time Deposits

1-3 Morths 8.42 8.42 8.42 842 8.42

3-6 Morths 967 967 9.67 9.67 9.67

6-9 Months 950 950 950 950 9.50

9-12 Morths 150 | 150 [ 1150 | 1150 | 1150

banks increased substantially by Le40.85bn
(80.79%) to Le91.41bn. The sectorsaccounting
for thisincrease were Commerce and Finance,
Manufacturing, Construction and Services
sgnifying apick-upineconomic activitiesinthese
sectors.

Throughout thereview period, theaverageinterest
rates on Savings, Time Deposits and Lending
remai ned unchanged. However, returnson securities
investment were mixed. Theaverageannua yield
on Treaury Billsfor themonth of December 2003
was 20.20 percent whichwas 521 basi spoint higher
than that recorded in December 2002 (14.99%).
During the period February registered thelowest
average annual yield of 14.82 percent and
December thehighest of 20.20 percent. Theaverage
interest rate on Treasury Bearer Bonds dropped
by 100 basispointsfrom December 2002 to 17.00
per centin December 2003. Thelowest ratein 2003
was 15 percent.

(it) Inflation
Thegeneral pricelevel for all themajor townsas
measured by their consumer priceindicesindicated

Table 5
Inflation Rates (Freetown) - 2003 Inflation Rates (Freetown) - 2002
Consumer Price Monthly Year-onYear (%) Consumer Price Monthly Year-on-Year (%)
Index (%) Index (%)

1 2 3 4 5 6 7
January 513.83 0.82 -0.13 514.5 -4.8 -7.2
February 521.72 154 2.81 507.5 4.8 -3.4
March 529.72 1.60 6.42 497.8 19 -16
April 527.06 -0.50 6.47 495.0 -0.1 -0.5
May 529.52 0.47 6.14 498.9 0.3 13
June 541.67 2.30 6.54 508.4 10 54
July 546.02 0.80 5.25 518.8 0.9 6.3
August 544.54 -0.27 7.96 504.4 3.9 10.9
September 551.11 121 11.25 4954 -2.2 6.1
October 559.42 151 12.13 498.9 -1.7 2.6
Novermber 572.35 231 14.92 498.0 -1.8 29
December 567.15 -0.19 11.29 509.6 16 -31

12
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increasing trendsin 2003 ascompared to 2002. The
Freetown annual average Consumer Pricelndex
(CPI) for thereview period wasahigh of 542.23
from 503.94 recorded in 2002, indicating anincrease
of 7.60 per cent inthe genera pricelevel for all
items. The year-on-year inflation rate indicated
significant increasesinthe pricelevel for themajor
part of the year. It rose from 2.81 per cent in
February to 6.42 per cent in March, 7.96 per cent
inAugust and took adramatic risein thelast four
months, to double digits of 11.25 per cent in
September, 12.13 per cent in October, 14.92 per
cent in November and only abating to 11.29 per
centin December.

Similar trends were recorded in the year —on —
year inflation ratesfor thetownsof Boand Kenema,
registering even much higher ratesin the second half
of theyear. InKenema, theyear-on-year of inflation
rate rose from minus 4.28 per cent in January to

8.86 per cent in July, 9.87 per cent in August and
fluctuated between 11. 99 per cent and 19.30 per
cent from September through December. For Bo,
the year-on-year rate of inflation also rose
significantly, from—1.20 per centin Juneto 10.08
percentin July and 14.66 per cent in September. 1t
however dropped to 11.25 per cent in October,
10.18 per cent and 8.91 per cent in November and
December, respectively.

Theyear - on - year inflation ratefor Makeni town
wasavailableonly from July through December
2003, registering very significant magnitudes of
14.77, 22.26, 18.15, 11.46, 13.71 and 18.72 per
cents. Thisisreflective of the high rate of price
Increases obtaining inthetown relativeto the other
townsdueto scarcity of commodities.

Thesedeved opmentsweretheresult of thecontinued
depreciation of theLeoneagainst theUSDollar and

Table 5-contd
Inflation Rates (Bo, Kenema and M akeni) - 2003
Bo Kenema M akeni
Consumer Price | Percentage Change | Percentage Change | Consumer Price | Percentage Change | Percentage Change| Consumer Price | Percentage Change | Percentage Change
Index (Monthly) (Year-on-Year) Index (Monthly) (Year-on-Year) Index (Monthly) (Year-on-Year)
1 2 3 4 5 6 7 8 9 10
January 1142 182 -4.48 108.33 117 -4.28 97.50 -161 N.A
February 112.49 094 -3.70 11474 591 -1.30 10055 312 N.A
March 14.47 169 -145 11901 215 294 98.81 -0.13 N.A
April 14.22 -0.24 -1.20 11878 -0.19 350 99.65 085 N.A
May us77 136 -250 114.83 -333 -346 106.00 637 N.A
e 1791 185 -1.20 121.67 59 358 106.97 091 N.A
Juy 120.69 236 1008 123.78 173 8.86 107.91 088 1477
August 119.03 -1.38 835 124.93 093 987 1321 491 226
September 12382 403 1466 126.38 116 11.99 110.28 -259 1815
October 11856 -4.25 1.25 127.48 087 15.08 104.18 -5.53 11.46
November 17.45 -0.94 1018 125.96 -1.19 1350 106.19 193 1371
December 119.18 148 891 127.74 114 1930 109.58 319 18.72
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other mgjor world currenciesleading to substantial
increases in the prices of itemsin all the main
expenditure groups, namely, “Food”, “Beverages
and Tobacco” and “Non - Food” categories.

(d) External Sector Developments

(1) International Trade

Theleve of foreign tradeduring 2003 rose by 26.6
per cent to US$396.08mn from US$ 312.98mnin
2002, asmanifested in the significant increasesin
both import payments(due to a general rise in
commercia activities) and export receipts(duetoa
further boost in mining and agricultural output).
Consequently, the trade deficit was reduced to
US$211.29mn from US$215.57mn in 2002.

Total export earningsduring theyear under review
amounted to US$92.40mn (11.5% of GDP) and
was US$43.69mn (89.7%) above the
corresponding earningsin 2002. The significant
increasein export receiptswasreflectedinal the
categoriesi.eminerd, agricultural, other exportsand
re-exports[although earnings from the export of
coffee and piassavadropped by 85.3 per cent and
89.3 per cent to US$40.10 thousand and US$2.80
thousand, respectively]. Proceedsfrom theexport
of diamonds increased by 83.7 per cent to
US$76.67mn in 2003 from US$ 41.73mn in the
preceding year. Thisreflected theincreasein export
volume by 44.1 per cent to 506.8 thousand carats
asthebuoyancy experienced in 2002 was sustained.
It also accounted for 83 per cent of total export
earningsand continued to bethesoleminerd inthe
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mineral sub - sector. Thevolumeand valueof the
minera exported comprised 246.7 thousand carats
of gemdiamondsvalued at US$69.83mnand 260.1
thousand carats of industrial diamondsvalued at
US$6.84mn. Theunit pricesfor gem andindustrial
diamondsexported during thereporting period were
US$283.1 and US$26.3 per carat respectively and
were 10.5 percent and 34.6 percent higher thanthe
unit pricesin 2002 thusreflecting higher quality
diamondsexported over theyear. Thevaueof gem
diamonds exported in the reporting period, at
US$69.83mn, was 85 per cent above that of
US$37.74mn recorded for 2002; while that for
industrial diamondsincreased by 71 per cent from
US$3.99mnin 2002 to US$6.83mnin 2003.

Export earningsfrom agricultural commoditiesat
US$2.64mn was a significant 71.43 per cent
increase on US$1.54mn recorded in 2002. The
increase was mainly due to a marked upshot in
proceeds from export of cocoa, which at
US$2.57mn morethan doubled (111.1%) receipts
inthe previousyear, though still below pre—war
years. Theincreasein the value of cocoaexports
wasmainly attributed tointengfication of production
activities on expanded farm areas, as resettled
farming communities increased, culminating in
increased output. In addition, there was sustained
pricehikesintheworld market for the commodity.
Earnings from coffee and piassava however
plummeted to US$ 40.1 thousand and US$2.8
thousand as compared to their respectivelevelsof
US$ 272.1 thousand and US$ 26.1 thousand in
2002. The persistence of low world market prices
for coffee was a contributory factor to thelull in
export receipts whilst a significant drop in the
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Table 6

-International Trade and Reserves
(Thousand US Dollars)

Jan-Dec'02 JartJun '03 Jul-Dec '03 Jan-Dec'03
1 2 3 4 5
M erchandise Imports 264,277.0 168,994.7 134,691.0 303,685.7
of which:
Food 70,783.2 38,556.6 35,954.2 74,510.8
Beverages and Tobacco 11,320.0 6,293.0 4,756.4 11,049.4
Crude Materids 9,212.1 3,826.0 3,054.4 6,880.4
Minera Fuels and Lubricants 51,728.9 47,845.2 30,366.0 78,211.2
Animal and Vegetable Oils 2,826.6 1,981.9 239.5 2,221.4
Chemicals 18,302.7 9,566.8 9,699.5 19,266.3
Manufactured Goods 35,900.5 28,444.4 13,741.3 42,185.7
Machinery and Transport Equipment 50,216.8 26,358.8 30,0374 56,396.2
Other Imports 13,986.2 6,122.0 6,842.3 12,964.3
M erchandise Exports 48,704.8 42,354.3 50,041.1 92,395.4
of which
Mineral Exports 41,732.2 37,786.2 38,879.7 76,665.9
Diamonds 41,732.2 37,786.2 38,879.7 76,665.9
Gold
Agricuitural Exports 1,539.2 2,272.7 365.6 2,638.3
Coffee 272.1] 17.8 22.3 40.1]
Cocoa 1,218.7 2,253.0 319.8 2,572.8
Piassava 26.1 0.9 19 2.8
Fish and Shrimps 22.3 1.0 21.6 22.6
Others 3,090.2 1,558.4 3,091.6 4,650.0
Re-exports 2,343.2 737.0 7,704.2 8,441.2
Trade Balance (215,572.2) (126,640) (84,650) (211,290
Foreign Reserves ($mn) 84.57 78.09 59.58* 59.58*
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Chart 4. Composition of Imports 2003
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production of piassavawasrespons blefor thelower
export receipts.

Thevaueof “other exports’ category whichinclude
mainly assorted plastic wares, household and
persona effects, pam oil and audio cassettes
increased by 50.5 per cent over the year to
US$4.65mn. This was reflected in all its
components, indicating the vibrancy in business
activities. Thevalue of re-exportsalso surged by
more than threefold to US$8.44mn from
US$2.34mn in 2002, mainly on account of the
relocation of machinery, transport equipment,
building materid sand other relief itemsby theUnited
Nations Assistance Mission in Sierra Leone
(UNAMSIL) and other humanitarian agenciesto
Liberia

Thetota import bill showed anincreaseof 14.9 per
cent to US$303.69mn (38.8% of GDP) over 2002.
Thismainly followed substantial increasesinthe
import paymentsfor petroleum products, machinery
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and transport equi pment and manufactured goods
by 51.0 per cent to US$78.21mn, 12.3 per cent to
US$56.40mn and 10.6 per cent to US$55.15mn
respectively. Theincreasein paymentsfor petroleum
productsreflected higher volumesto meet therising
domestic consumptionaswell asan increaseinworld
market pricesfor petroleum products during the
year. Thevaueof consumer items, which accounted
for 28.9 per cent of total imports, also increased,
though moderately, to US$87.78mn when
compared to US$84.93mn in 2002. Theincrease
was dueto a 5.3 per cent rise in the payment for
food, which morethan offset the decreasesin the
vauesfor “anima andvegetableoils’ and* beverages
and tobacco”. Total payment for imported rice
increased only slightly by 4.8 per cent to
US$28.59mninthereporting period, withamargina
increase in volume of 2.4 percent from 146.42
thousand metric tonsin 2002 to 149.88 metrictons
inthereporting period. Paymentsfor theimport of
manufactured goods and machinery and transport
equipmentsalso recorded increasesof 17.5 per cent
and 12.3 per cent respectively at US$42.19mn and

Chart 5. Composition of Exports 2003
Cocoa Others
Coffee 395 6%
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US$56.4mnin 2003. Thebill for machinery and
transport equipmentswas|ower in the second half
of thereporting period. Thehigher import duties
imposed on used vehicles(which fall under the
meachinery and transport and equipment category)
inAugust may havediscouraged importationinthe
second half of the reporting period. Import of
‘intermedliary goods , comprising crudemateriasand
chemicals, at US$26.15mnwas 5.0 per cent lower
thanthevauein 2002.

Thetradedeficit wasmarginally reduced (2.0%) to
US$ 211.29mn from US$ 215.6mn in 2002 as a
result of themarked increasein export receiptswhich
dampened theincrease of 14.9 per centin value of
total imports.

2 Supervision Of Banks and
Other Financial Institutions

(@) Banking Sector Performance
TheBanking Sysem maintained asugtainablegrowth
over thereview period. Theresourcebaseincreased

by12.76% from Le345.81 billion (2002) to
Le389.92 hillion (2003).

The steady growth in the banking sector could be
attributed to anincreasein depositsby 15.10%from
Lel74.32billion (2002) to Le200.65 billion (2003).
Foreign Currency depositsincreased to Le78.71
billion in 2003 from Le62.16 billion in 2002.
Demand, Savingsand Timedepositsincreased during
theyear, with Time depositsregistering the highest
growth rate of 66.61% and demand deposits the
lowest of 4.38%.

Shareholders fundsrecorded anincreaseof Lel8.50
billionfrom Le58.84 hillion (2002) toLe77.34 billion
(2003). Thisincreasewasmainly duetotherisein
current profit by 30.57% from Lel5.50 billion
(2002) to Le20.24 billion (2003). Retained Earnings
and paid up capital also increased marginally by
9.42% and 3.98%, respectively.
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Table 7

Commercial Banks Operating in Sierra Leone
Prudential I ndicators (Unaudited)

(In Thousand Leones)

31-Dec-03 31-Dec-02 31-Dec-01
1 2 3 4
Total Assets 389,923,007 345,812,089 255,211,407
Average Total Assets 367,876,690 293,340,338 246,928,039
Loans and Advances (Gross) 103,847,889 58,644,559 37,781,904
Bad Debt Provision (5,879,246) (5,598,532) (5,814,678)
Interest in Suspense (3,976,155) (5,366,997) (5,610,380)
Loans and Advances (Net) 93,992,488 47,679,030 26,356,846
Investment - TB, TBB, SLGDS* 121,780,761 130,266,205 100,875,613
Fixed Assets 41,133,790 38,755,227 22,591,219
Deposits:- 174,322,932 174,322,932 125,602,199
Demand 102,899,112 102,899,112 72,218,334
Savings 67,674,297 67,674,297 49,757,897
Time 3,749,523 3,749,523 3,625,968
Foreign Deposits 62,162,299 62,162,299 50,807,572
Capital:- 69,169,085 61,263,945 49,956,910
Share Holders' Funds 69,169,085 61,263,945 49,956,910
Paid-up 11,723,732 11,274,746 7,526,939
Satutory and Other Reserves 8,475,948 8,231,882 5,935,379
Retained Earnings 28,732,880 26,258,499 18,087,397
Current Profit 20,236,525 15,498,818 18,407,194
Primary Capital 69,169,085 44,852,686 49,956,910
Revaluation Reserves 6,416,065 6,416,065 5,203,818
Adjusted Capital base 78,980,694 83,364,644 32,249,508
Adjusted Aset Base 198,494,067 172,408,681 142,672,997
Capital Adequancy Ratio 39.79 48.35 29.35%
Surplus(Shortfall):(%6) 24.79 33.35 23.36%
Surplus(Shortfall): 49,206,679 57,498,295 47,491,730

TB-Treasury Bills

TBB-Treasury Bearer Bonds
SLGDS- Sierra Leone Government
Development Stock
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Table 7 (Contd.)
Commercial Banks Operating in Sierra Leone
Prudential I ndicators (Unaudited)

Assets/(Liabilities)

31-Dec-03 31-Dec-02 31-Dec-01
1 2 3 4

Average Shareholders Funds 77,336,829 58,840,510 47,392,865
Asset Quality

Performing Loans 93,529,947 48,610,769 26,819,240
Non-Performing Loans 10,317,942 10,033,790 10,962,663
Loan Loss Provisions 5,879,246 5,598,532 5,814,678
Non-Performing:

Total Advances 9.949% 17.11% 27.99%
Loans Loss Provisions:

Non-Performing 56.98% 55.80% 56.42%
Profitability: Pre-Tax Profits 39,269,518 30,594,419 28,753,438
Post Tax Profits 25,525,186 19,567,017 18,666,700
Return on Assets 10.67% 10.43% 10.46%0
Return on Equity Funds 33.01% 33.25% 32.40%
Liquidity: Liquid Assets 137,925,097 148,149,858 116,797,451

Cash 11,140,125 10,578,764, 9,950,022
Current A/C with BSL 8,959,281] 11,117,394, 7,262,221,
Treasury Bills 107,592,430 115,165,184 91,199,894
Placement with FDHL* 5,650,061 7,750,016 7,198,950
Treasury Bearer Bonds 4,583,200 5,972,750 9,355,719
Cash Ratio 12.83% 17.82%R 22.56%0
Overall Liquidity Ratio 68.74% 86.38% 95.01%
Surplus/(Shortfall): (%6) 38.03% 54.57% 63.35%
Surplus/(Shortfall) 76,307,283 95,128,024 77,233,344
Foreign Assets: 78,838,680 58,382,503 47,295,432

Foreign Curr: (Cash) 5,240,333 1,359,493 155,256

Bal. with Other Banks Abroad 73,598,347 57,023,010 47,130,496
Foreign Liabilities: 79,334,357 64,589,673 48,392,784

Foriegn Deposits 78,714,294 62,562,561 47,853,875

Foreign Other Liabilities 620,063 2,027,112 502,909
Net Foreign Deposits (495,677) (6,207,170) (1,061,352)

* FDHL - First Discount House Limited
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As aresult of the drop in the capital base from
L eB83.36 hillion (2002) to Le78.98 hillion (2003),
the capital adequacy ratio decreased from 48.35%
(2002) to 39.79% (2003), the banks however
remained adequately capitalized. The banks
hol dings of government securities decreased from
Le130.27 billion (2002) to Le121.78 billion (2003)
dueareductionin holdingsof Treasury Billsand
Treasury Bearer Bonds.

Grossadvancesincreased significantly by 77.08%
from Le58.64 billion (2002) to Le103.85 billion
(2003). Import trade, manufacturing and
construction constituted 26.40%, 21.49% and
18.05% respectively of tota advances. Theratio of
non-performing loansto total advances decreased
from 17.11% (2002) t0 9.94% (2003) and loan loss
provisionto non-performing advancesincreased by
1.18% from 55.80% (2002) to 56.98% (2003).

Dueto the expansion of banking activitiesduring
theyear, pre-tax profit increased by 28.36% from
Le30.59 hillion (2002) to Le39.27 billion (2003).
Theincreaseinthepre-tax profit resultedinaminima
increaseinthe Return of Asset (ROA) from 10.43%
(2002) t0 10.67% (2003), whereasthe Return on
Equity (ROE) wasreduced to 33.01% (2003) from
33.25% (2002) despite the increase in both the
post-tax profit and average shareholders funds. The
increaseinthe shareholders fundswashigher than
theincreasein the post-tax profit.

The cash ratio of the commercial banks dropped
by 4.99% to 12.83% (2003) from 17.82% (2002)
dueto decreasesinthecurrent account balancewith
Bank of Sierra Leone (down Le2.16bn) and
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placement with the First Discount House Limited
(down Le3.72bn). Thesedecreases coupled with
thereductionintheinvestment intreasury hillsand
treasury bearer bonds (down Le8.54bn) resultedin
theoveral liquidity ratio asat December 2003 of
68.74% from 85.98% as at December 2002.

(b) Licensing of Financial I nstitutions
TheBank of Serral.eonegaveagpprova-in-principle
to International Commercial Bank SierralLeone
Limited on the 20" June 2003 (which was
incorporated in Sierra Leone on 18" September
2002 under Cap 249 of the Companies Act) to
proceed with arrangements to set up a bank in
Sierraleone under the Banking Act 2000.

The licences of Guaranty Trust Bank and First
International Bank wererenewed for 1 (one) year
each, whilethat of Standard Chartered Bank was
renewed for 3 (three) years.

Withtheincreaseinthedemandfor banking activities,
approva wasgranted to First International Bank to
open branches at 3 College Road, Cline Town,
Freetown and 10 Suku Tamba Street, K oidu town,
Kono. Rokel Commercid Bank wasauthorized to
reopenitsKoidu Town branch at 2 New Sembehun
Road and an outlet at 11 Wilberforce Street,
Freetown. Approval wasalso granted to Sierra
Leone Commercial Bank to open branches at 2
Station Road, Makeni and at Post Office Road,
Koidu.

TheMarampa-MasmeraCommunity Bank and'Yoni
Community Bank weregivenlicencesonthe7"and
14" February 2003 respectively, to undertake
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banking business under the Banking Act 2000 at
Siaka Stevens Street, L unsar and Freetown Road,
Mile 91, for aperiod of oneyear each.
TheNationa Co-operative Development Bank was
issued licence on the 1% December 2003 to
commence deposit-taking business at 28 Siaka
Stevens Street, Freetown for a period of 6 (Six)
months under the Other Financial Services Act
2001.

Licencesweregranted tothefollowing new foreign
exchangebureaux: - Aiemahs, Ayoub, IAS, Katabal,
Navos, West Africa, Yours and Ama Express to
carry out buying and selling of foreign currency under
the Other Financial ServicesAct 2001 for aperiod
of oneyear each bringing thetotd of licensed Foreign
Exchange Bureaux tothirty ninein 2003.

Sandaand GMK Foreign Exchange Bureaux were
given permissionto open branchesin Freetown. City
Centreand ManansForeign Exchange Bureaux so
opened branchesin Makeni and Bo respectively.

Theexpired licencesof theexiging Foreign Exchange
Bureaux were each renewed for aperiod of one
yedr.

(c) Other Financial Institutions

Inabidto regularise and legalisethe operations of
the Nationa Co-operative Development Bank the
Banking Supervision Department issued it witha
licenceunder the Other Financid IngtitutionsAct on
the 1st December 2003. First Discount House
Limited(FDHL) continued withits operationsand
introduced ‘ Over the Counter’ (OTC) servicesas
part of itsproductsdealing withthe sale of sharesin
the equity of corporate bodies and commercial
banks. Salesincluded new issuesand tradein the
secondary market.

All licensed bureaux including their branchesinthe
provinceswere examined to ascertain that their
books of account were properly kept and that their
operationswerein compliancewith the Operating
Guiddinesissued tothem.

Table 8.
Commercial Banks Operating in Sierra Leone and their Branches
No. of No. of
Bank Branches Branches Freetovwwn Bo Kenema M akeni Kono
2002 2003
Sierra Leone
Commercial bank s ke 3 1 1 1 1
Rokel Commercial 5 - a 1 1 1
Bank
Standard Chartered 3 3 > 1 _ _ _
Bank
Union Trust Bank 3 3 a 1 a - -
Guaranty Trust Bank 2 3 - - -
First I nternational
Bank i 3 2 - - i
Community Banks Operating In Sierra Leone
Bank L ocation
Marampa- Masimera
Community Bank Lu
Yoni Community Mile 91
Bank
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Table 9

Licensed Foreign Exchange Bureaux and their Branches in Sierra Leone

No Bureau Freetown Bo Kenema Makeni Lungi
1 K akua Foreign Exchange Bureau Ltd. 1 - - - -
2 Ama Express Foreign Exchange Bureau Limited - 1 - - -
3 Frandia Foreign Exchange Bureau Ltd. 1 - - - -
4 Jalloh & Barrie Foreign Exchange Bureau Ltd. 1 - - - -
5 IAS Foreign Exchange Bureau Limited 1 - - - -
6 | Corntinental Foreign Exchange Bureau Ltd. 1 - - - -
7 KTI Foreign Exchange Bureau Ltd. 1 - - - -
8 Afro Foreign Exchange Bureau Ltd. 1 1 1 - -
9 | Sanda Foreign Exchange Bureau Ltd. 2 - - - -
10 | Chartered Trust Foreign Exchange Bureau Ltd. 1 - - - -
11 | Navos International Foreign Exchange Bureau Limited 1 - - - -
12 | TAP Foreign Exchange Bureau Ltd. - - - - 1
13 | Blue Circle Foreign Exchange Bureau Ltd. 1 - - - -
14 | Monorma Foreign Exchange Bureau Ltd. 1 - - - -
15 | Best Foreign Exchange Bureau Ltd 1 - - - -
16 | Siera Foreign Exchange Bureau Ltd. 1 - - - -
17 | Manans Foreign Exchange Bureau Ltd. 1 1 - - -
18 | 1.B.C. Foreign Exchange Bureau Ltd. 1 - - - -
19 | First Foreign Exchange Bureau Ltd. 1 - - - -
20 | Kallah Foreign Exchange Bureau Ltd. 1 - - - -
21 | Dynamic Foreign Exchange Bureau Ltd. 1 - - - -
22 | Creative Foreign Exchange Bureau Ltd 1 - - - -
23 | Massie Foreign Exchange Bureau Ltd. 1 - - - -
24 | MIK Foreign Exchange Bureau Ltd. 1 - - - -
25 | Ayoub Foreign Exchange Bureau Limited 1 - - - -
26 | Paramount Foreign Exchange Bureau Ltd 1 - - - -
27 | Kay Pee Foreign Exchange Bureau Ltd. 1 - - - -
28 | Maranda Foreign Exchange Bureau Ltd. 1 - - - -
29 | Nimo Foreign Exchange Bureau Ltd. 1 - - - -
30 | Yours Foreign Exchange Bureau Limited 1 - - - -
31 | Fulladu Foreign Exchange Bureau Ltd. 1 - - - -
32 | Katabai Foreign Exchange Bureau Limited 1 - - - -
33 | Denarius Foreign Exchange Bureau Limited 1 - - - -
34 | City Centre Foreign Exchange Bureau 1 - - 1 -
35 | West Africa Foreign Exchange Bureau Limited 1 - - - -
36 | GMK Foreign Exchange Bureau Ltd. 2 - - - -
37 | Aiemahs Foreign Exchange Bureau Limited 1 - - - -
38 | Paradise Foreign Exchange Bureau Ltd. 1 - - - -
39 | Jones Sons & Associates Foreign Exchange Bureau Ltd. 1 - - - -
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(d) Technical Assistance

Withtheaid of thetechnical assstance provided by
thelnternational Monetary Fund, theBank of Serra
Leone has reviewed the Banking Regulations
2001and issued the Banking Regulations 2003 in
conformity withinternational standards. Also, the
Bank of Sierraleone hasdrafted an Anti-Money
LaunderingAct that isreceiving theattention of the
Attorney Generd’sOfficefor itsenactment.

3. Open Market Operations

Monetary Policy Objectivesfor 2003

The objective of monetary policy during theyear
2003 wasto control inflation at singledigit level
through careful management of the growth of the
Bank of Sierraleone'snet domestic assets. Active
monetary operationswere therefore necessary in
mopping up the excessliquidity generated by the
requirement for government to repay itsdomestic
arrears to enterprises. This was a performance
criterion under the Poverty Reduction Growth
Fecility Programme (PRGF).

The liquidity situation engendered by this
development contributed to anincreasein demand
for government securitiesduring theyear especidly
by the non-bank public. Interest rate on Treasury
billsdeclined from an average of 15.09 per centin
January to 14.88 per cent in September 2003 while
that on Treasury Bearer Bond fell from 17.0 per
cent to 15.0 per cent during the same period. Owing
totechnica delaysinthedisbursement of externa
budgetary support and project grants however
subgtantid liquidity wasadsoinjectedintothesystem
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particularly during the4™ quarter asgovernment had
recourseto central bank borrowing to financeits
deficit.

During the year, a total of Le72.68 billion in
outstanding Ways and Means Advances was
converted into tradeable government securitiesfor
monetary operations. Of this, atotal of Le43.89
billion or 60.40% wasissuedintheformof Treasury
billswhiletheremaining Le28.79 or 39.60% were
issuedintheform of Treasury Bearer Bonds.

Attheend of the period commercid banksholdings
accounted for 37.03 per cent of government
securitieswhile the non-bank public accounted for
39.0 per cent of thetotal outstanding government
securities of Le345.57 billion. The overall
performance of themonetary programmeduring the
year 2003 was mixed asmoney supply expanded
culminatingininflationary pressuresthat persisted
throughout theyear. TheReserveMoney target was
also breached marginally at end December 2003.

4. Payment Systems

Aspaymentssystemsare so closely dignedtothe
seigniorage benefit, the Bank of SierraLeoneis
interested in promoting public confidencein the
Payments System asinthevaueandintegrity of
thenationa currency.

During thereview period the National Payments
Committee reviewed and produced afirst draft of
theBills of ExchangeAct and The PaymentsSystem
Acttosupport theNationa PaymentsSysemreform
and modernization. TheBank also enteredinto a
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contract with MISY Sinternationa Banking System
for the procurement of Bank Master version 7
Banking Application as part of the process of
updating itsexisting operating system. The Bank
has set up aProject Team that isdoing preparatory
work in documenting the Bank’sinformation and
reporting requirements.

TheBank aso plansto acquireand install aBook
Entry System from the International Technology
ConsultantswithassstancefromFirg Initiative. This
Isto dematerialise Government Treasury Securities
and provide a secure repository that will greatly
enhancethe Bank’sability to superviseand control
tradinginthesecuritiesmarket. TheBank dsoplans
to computerizethecdlearing and settlement operations
by December 2004 with the introduction of an
Electronic Clearing and Settlement System using

Truncated Image Code Line Clearing and Magnetic
Ink Character Recognition (MICR) payment
indruments.

5. Foreign Exchange Management

(i) Foreign Assets

Bank of Sierraleone’'s Gross Foreign Exchange
Reservesfluctuated during most of theyear. From
alevel of US$84.57mn at end December 2002,
thereservesdeclined gradually toitslowest level of
US$60.24mn in April 2003. The reserves then
moved upwards and reached its peak of
US$83.64mn in September 2003. It however
declined fromthislevel and closed at US$66.45mn
inDecember 2003. Thisrepresented anincrease
of 10.31 percent fromthelowest level inApril 2003

Table 10
Stock of Government Securities Outstanding by Holders
(In Million Leones)

2003 2002 Change

a

2 3 4

A Stock Position

'A

Treasury Bills
Bank of Sierra Leone
Commercial Banks

Non-Bank Public

2. Treasury Bearer Bonds
Bank of Sierra Leone
Commercial Banks

Non-Bank Public

3. Total Government Securities
Bank of Sierra Leone
Commercial Banks

Non-Bank Public

231,532.80
65,609.95
113,414.50

52,508.35

114,042.05
17,219.35
14,545.45

82,277.25

345,574.85
82,829.30
127,959.95

134,785.60

187,646.05
33,597.15
117,347.40

36,701.50

85,253.55
12,101.25
18,411.20

54,741.10

272,899.60
45,698.40
135,758.60

91,442.60

43,886.75
32,012.80
(3,932.90)
15,806.85

28,788.50

5,118.10
(3.865.75)
27,536.15

72,675.25
37,130.90
(7.798.65)
43,343.00
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but a decrease of 21.43 percent from December
2002.

Inflowsto theforeign reservesduring thereview
period mainly constituted receipts from
disbursements of grants and loans such as the
disbursement of the 4" tranche under the IMF
PRGF programme, UK/SL Government
Programme Grant and replenishment from the
European Development Fund. The poor
performance during thefourth quarter of 2003 was
due to the postponement to 2004 of major
disbursements.

Ouitflowsof foreign reserveswere predominantly in
respect of goods and services (private sector
support, Embassies, Other Government, etc),
external debt servicetokey creditors(i.e. theIMF,
ADB and World Bank) and commercia creditors.

During the period under review, total inflows
decreased by 22.33 per cent or US$31.18mn from
US$139.61mnin 2002 to US$108.43mnin 2003.

This decrease was mainly due to the non-
disbursement of someprogrammerecei ptsexpected
inquarter 4 2003. Theexpected disbursementsnot
realized amounted to US$46.08mn and included
EU-2"tranche post conflict budget and balance of
payment support of US$19.63mn, IMF-PRGF
Assistance of US$19.45mn and ADB-ERRLII of
US$7.0mn.

Thekey disoursementsinthereview periodincluded
UK/SierraL eone Programme Grant for balance of
paymentsand budgetary support of US$16.25mn
(GBP10.00mn), World Bank Economic
Rehabilitation and Recovery Credit (ERRCII) of
US$15.39mn, IMF Poverty Reductionand Growth
Facility (PRGF) Assistance from the IMF of
US$19.45mn (SDR14.00mn), and IDA/World
Bank project funding of US$0.43mn. Receipts
realized from other donorsweremainly fromthe
European Deve opment Fund (EDF Replenishment)
of US$7.91mn for funding EC projects in the
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Bank of Sierra Leone Foreign Exchange Cash-flows

Table 11.

(In Million of US$)

January-December 2003

January-December 2002

INFLOWS
Receipts from exports
Diamond License fees
Diamond Exporters Income Tax
Fishing Royalty/License
Others
I nspection Fees
BSL Purchases of Notes/ T Cheques
Transactions with Commercial Banks
Privatization receipts
Disbursement of loans & grants
IMF
AFDB
UK (DFID)
EC (EDF Replenishment)
EC-SASP
WB ERRC LOAN
IDA/World Bank
Otherg/IDB
DDR(CAFSL/DFID)

HIPC Relief

108.43

2.25

1.20

0.52

0.53

2.07

0.18

0.09

1.75

0.01

102.08

19.54

0.99

16.24

7.91

0.00

17.02

0.43

5.23

0.01

34.71

139.61

1.94

1.09

0.31

0.53

2.20

0.03

0.24

4.52

0.02

128.88

36.42

6.37

15.50

5.04

0.00

28.50

0.47

3.40

0.63

31.67
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Tablell (Contd)

(in Million Dollars)

Bank of Sierra Leone Foreign Exchange Cash flows

January-December

January-December

2003 2002
OUTFLOWS 133.41 106.39
Payments for Goods and Services 87.64 59.80
Embassy/Missions 7.31 7.29
BSL 1.54 2.77
Printing of Currency 2.43 0.68
Government Travel 1.73 1.25
Other Government 4.54 10.37
Subscription to Intl. Organisations 2.73 1.34
Military Payments 2.48 1.30
Private Sector Support 60.21 34.82
HIPC Related Imports 4.70 0.00
Debt Service 45.77 46.59
IMF 35.54 3251
World Bank 1.90 3.12
AFDB 2.48 2.01
IFAD 1.07 0.78
EEC/EIB 0.35 1.81
Other M ultilateral & Bilateral 2.12 1.50
Paris Club Creditors 0.44 0.10
Other Commercial Creditors 0.90 3.60
Clearing of Arrears 0.97 1.16
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country and Islamic Development Bank project
fundsdisbursed under variousprojectsincluding the
Integrated Rural Devel opment Project (IDB-IRDP-
US$2.58mn) of US$5.23mn.

Total official receiptsfrom exportsincreased by
15.98 per cent from US$1.94mn in 2002 to
US$2.25mnin 2003. Asshownin Table 11, major
inflowswithin the sector were generated from two
sources, Diamond License fees and Diamond
Exporterslncome Tax, which recorded improved
performance during thereview period compared to
thepreceding year. Inflowsredized from Diamond
Licensefeesand Diamond ExportersIncome Tax
exceeded the previousyear’s performance by 10.09
per cent and 67.74 per cent respectively. However,
Fishing Royalty/Licensereceiptsremained at the
samelevel of US$0.53mn recorded in 2002.

Total foreign exchange outflows of US$133.42mn
in 2003 were higher when compared to
US$106.39mn recorded in the previous year due
largely to theincreased amount sold in theweekly
foreign exchange auction. Of that total, 65.69 per
cent or US$87.64mn wasin respect of goods and
servicesand 34.31 per cent or UA5.78mn for debt
service payments. Out of the total payment of
US$87.64mn made for goods and services, 68.70
per cent wasforeignexchangeprovided tothePrivate
Sector through theweekly foreign exchangeauction.
Thiswasto supplement theexisting sourcesof foreign
exchangeinthebanking systemfor essentid imports
such asrice, petroleum productsand raw materials
for manufacturing.
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(if) Investment Activities

A tota of US$1.04mnwasearned out of an average
deposit of US$45.00mninvested in2003. 1n 2002,
anaveragedeposit of US$H40.00mninvested yielded
US$1.08mn. Thedecreasein earningswas dueto
thelate disbursementsof programmed donor funds
coupled with lower global interest rates. This
situation resulted in low level of reserves for
investment at very low ratesfor most of theperiod
as theavalablefundswereutilized to meet recurrent
paymentsincluding funding theforeign exchange
auction. Earningsrecorded for thereview period
was 3.70 per cent lower than those for 2002 and
thereturnsoninvestment for 2002 and 2003 were
2.70 per cent and 2.31 per cent respectively.

(iti) Foreign Currency Management
TheBank of SierraL.eone’spolicy objectivefor
currency management continuesto betheholding
of reservesin currenciesto match transaction needs
with debt service payments and private sector
support being themost significant. Table 12 shows
holdingsof currenciesby the Bank of Serraleone
asat end December, 2003 (excluding donor import
support funds) 53.44 per cent washeldin SDRs,
20.74 per cent in Pound Sterling, 19.62 per centin
United States Dollars, 6.08 per cent in Euro and
0.12 per cent in Japanese Yen.

(iv) Foreign Exchange Market
(&) Overview

Theforeign exchange market was characterized by
scarcity of foreign exchangeinthebanking system
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asaresult of theincreased demand for importsand
week exports. Thisscarcity resultedinapronounced
depreciation of the Leoneagaingt other international
currenciesand thegradua widening of themargin
betweentheofficial and other ratesinthe market.
Theforeign exchange auction, that wasintroduced
to supplement the available sources of foreign
exchangeand provide stability inthe market was
not strong enough to stop the depreciation.
Notwithstanding this, the auction continued to
provide some influenceand instill confidence by
providing foreign exchangein acompetitive and
transparent manner.

(b) Volume of Transactions

Aggregate purchases of foreign exchange by the
commercial banksand foreign exchange bureaux
decreased by 16.1 % from US$140.73mnin 2002

to US$118.12mnin 2003 while salesof foreign
exchange increased by 2.3% from US$149.89m
in 2002 to US$153.33in 2003 (Table 13). The
volume of purchasestransactionsreportedin each
guarter of the current year waslessthan those of
the corresponding quarter in 2002. Thereason for
the decrease wasthereduction in the activities of
International NGO’sand UN agenciesinvoviedin
refugee and post war humanitarian activities. The
volume of sales transactions on the other hand
increased asagainst those of the previousyear.

(v) Foreign Exchange Bureaux

Foreign exchange bureaux have continued to
complement the activities of commercial banksby
rendering foreign exchangetransaction servicesto
thepublic. They haveaso hdpedtofacilitatetrade
intheWest African Sub-regionespecidly inenabling

Table 12
Bank of Sierra Leone Foreign Bank Balances
(Million Dollars)
December %0 December %0
2002 2003

Currency
US Dollars 39.75 47.97 11.81 18.61
Pound Sterling 16.75 20.21 13.33 21.00
Euro 2.34 2.82 3.91 6.16
Japanese Yen 0.07 0.09 0.08 0.13
Holdings of SDR 23.96 28.91 34.34 54.10
Total Balance 82.87 100.00 63.47 100.00
Donor Funds
US Dollars 1.26 100.00 0.80 100.00
Balance 6.84 100.00 0.80 100.00
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small businessesto accessforeign exchange, andin
themopping up of foreign exchangethat would have
found itsway into theparallel market.

Aggregate purchasesand sales of foreign exchange
by bureaux for the review period increased by
33.80% and 14.82% from US$13.58m and
US$14.91m to US$18.17m and US$17.12m
respectively. (Table 13)

(vi) Commercial Banks

Aggregate purchases of foreign exchange by
commercial banksfor thereview period decreased
by 21.39 % from US$127.15mn in 2002 to
US$99.95mn in 2003 while sales of foreign
exchangefor thereview period increased by 0.91%

from US$134.98mnin 2002 to US$136.21mnin
2003. Thisdecreasein purchasesby commercial
banksreflected the scarcity of forelgn exchangeover
theperiod.

(vii) Foreign Exchange Auction System
TheBank of Sierraleone continuesto useweekly
foreign exchangeauctionsto complement the supply
of forelgn exchangeto themarket in acompetitive,
transparent and consistent manner, in order to
stabilizetheexchangerate.

During the period under review there was a
sustained high demand for auction funds, whichwas
reflected in excess demand over supply and the
gradual depreciation of theauctionrate. A total of

Table 13.
Purchases and Sales of Foreign Currency
for the Period January 1, 2003 - December 31, 2003
(in Million of US Dollars)
2003
Q1 Q2 Q3 Q4 Total Total %
JanrMar Apr-June | Jul-Sept Oct-Dec (2003) (2002) Change
1 2 3 4 5 6 7 8
A Purchase
Commercial Banks 24.96 22.29 25.92 26.78 99.95 | 127.15 | -21.39
Foreign Exchange Bureaux 4.82 4.71 3.49 5.15 18.17 13.58 33.80
Total 29.78 27.00 29.41 31.93 | 118.12 | 140.73 | -16.07
B. Sales
Commercial Banks 32.02 31.61 34.43 38.15 | 136.12 | 134.98 0.91
Foreign Exchange Bureaux 4.43 3.91 3.16 5.62 17.12 14.91 14.82
Total 36.45 35.52 37.59 43.77 | 153.33| 149.89 2.30
Official Average Exchange Rates
Q1 Q2 Qs Q4

Buy 2,201.35 2,265.52 2,344.40 2,476.58
Sell 2,245.83 2,311.29 2,391.76 2,526.62
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52 foreign exchange auction sessions were
conducted. Inadditiontotheregular (competitive
and non-compstitive) windows, aspecid oil facility
window wasintroduced in January, 2003 to assist
inmeseting theforeign exchangerequirementsof the
oil companies and avert a possible shortage of
petroleum product. Out of atotal offer amount of
US$61.85 million, dlocationsmadewere US$43.00
millioninthe competitivewindow, US$5.20inthe
non-competitive window and US$13.65 in the
gpecia Oil Window. Total amount sold amounted
to US$60.23 million of which US$42.44 wasinthe
competitive window, US$4.14 in the non-
competitivewindow and US$13.65 in the special
facility window. Thedifferenceof US$1.62million
inamount sold relative to the amount offered was
duetotherdativelow utilization of fundsinthenon-
competitivewindow.

Onasectord basis, commercia banks shareof the
tota amount soldintheauctionwasUS$9.52 million
(16%), Oil Companies US$16.35 million
(US$13.65inthe special oil window, and US$2.7
intheregular auction) (27%), Industry US$7.46
million (12%) and generd importsUS$26.90 million
(45%). Fundswon by bankswerefor saleto their
customers.

Unlikethe previousperiod when Non-Governmentd
Organizations (NGO) sold US$0.68 milliontothe
auction, therewas no sale of foreign exchange at
theauctionsduring 2003.

Thelowest auctionrate of Le2,342.86 wason 8"
January 2003 and the highest on 17" December
2003 at Le2,687.11. These movementsreflected
the pronounced depreciation of the auction rate
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experienced during thereview period.

TheForeign ExchangeAuction rate has continued
to beregarded asthereferenceratefor thepricing
of all foreign exchange transactions. Banksand
foreign exchange bureaux closely monitor the
weekly auctionrateinfixing their rates.

(viii) Exchange Rate Developments
Theweekly foreign exchangeauction by the Bank
of SierraLeone continued to be one of themarkets
used in determining theexchangerateand aregular
sourceof forelgn exchange complementing theother
availableofficial sourcesfor import financing. The
expans onindomestic economic activities, against
thebackdrop of limited supply of foreign exchange
continued to exert additional demand pressureson
theexchangeratethroughout thereview period. This
culminated in further depreciation of the Leone
against major foreign currenciesinal theforeign
exchange markets. The depreciation of the Leone
against the US Dollar was more marked in the
parallel and official marketswith their respective
annual average midratesdepreciating by 11.74 per
cent to US$2,530.16/US$1 and 11.73 per cent to
Le2,345.42/US$1. Theofficial ratefor most part
of theyear however stayed withinthe plusor minus
fifteen percent (+15%) band of the Central Parity
Rateof Le2,165.32/US$1 under theExchange Rate
Mechanism (ERM) of the Second West African
Monetary Zone (WAMZ). It however fluctuated in
and out of the band starting from the last week in
October through the end of the reporting period.
Thebureaux ratewasnext (11.19%) at Le 2,376.75/
US$1 and the commercia banks' rate the least
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(10.01%) at Le 2,294.52/US$1, having moved
respectively from Le 2,137.61/US$1 and
Le2,085.73/US$1in 2002.

Theauctionrate (weighted average) dso depreciated
sgnificantly over theyear though therewasincreased
supply of foreign exchange through the Bank’s
weekly foreign exchange auction. The monthly
average exchange rate consistently weakened
especidly inthelast fivemonthsof 2003 resultingin
adepreciation of theannual averagerateby 14.81
per cent to Le 2,486.84/US$1. Theyearly premium
between the official and parallel rateswidened by
7.88 per cent (Le184.74) from Le 165.24/US$1.
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6. External Debt Management

M) An Overview

As at end December 2003, Sierra Leone's total
dishursed and outstanding officid mediumandlong-
term debt, including principal arrears was US$
1,630.4 million. The stock of debt continued to be
dominated by debtsowed tomultilaterd and bilaterdl
creditors, accounting for 58% and 26.7%
respectively of thetotal. Other debtslike military
debts accounted for 1.2% whilst the residual of
14.1% is owed to commercia creditors. This
classificationisshown on Table 15. The principal
multilateral creditors are the World Bank, the
I nternational Monetary Fund (IMF) andtheAfrican
Development Fund (ADF).
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Table 14 showsthe stock of principal andinterest
arrearsowed to all creditors. A total of US$288.5
million of the stock of disbursed outstanding debt
represented principal arrears owed mainly tothe
commercial and other creditors. Interest arrears
amountedto US$ 7.4 millionof whichUS$2.9million
iIsowedto official bilatera creditors.

(in) Major Developments

¢ During the period under review, the
Government of SierraL eone continued to
maketimely debt service paymentsto the
key multilatera creditors; thelnternationa
Development Association (IDA), the
Internationa Monetary Fund (IMF) and the
African Development Fund (ADF) andto
other external creditors for which an
agreement has been reached for the
Settlement of arrears.

% TheEuropean Investment Bank (EIB) on
August 5, 2003, informed the Government
of the modalities of the interim relief
provided by the European Commission
under theEnhanced HIPC Initiative. Tothis
end, there was a partia cancellation of
arrears outstanding as at March 2002
amounting to Euro 4,134,909.90 and total
cancellation of debt service falling due
between April 1, 2002 and December 31,
2003 amounting to Euro 3,667,827.86,
thereby making a total of Euro
7,802,737.76.

L)
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The Government of Sierral_eone continued
to receive interim relief from the key
creditorsnamely the DA, IMFand ADF.
Total debt relief granted during the period
under review amounted to US$ 44.74mn
of whichUS$33.07mnwasfromIMF, US$
6.81mnfrom IDA and US$ 2.67mn from
ADF. The residual of US$ 2.19 was
received from the European Investment
Bank.

On October 25, 2003, the Government of
Serraleonereached anagreement withthe
OPEC Fundfor the settlement of arrearsof
US$ 9.5mn under a Commodity Import
Programme (CIP). The CIPinvolvesaback
to back transfer of funds between the
Government and OPEC. In effect, the
Government would first make arepayment
of the outstanding loan dueto OPEC and
forward import documentationfor thesame
value. After confirmation of these
documents, OPEC will automatically refund
the amount paid in the form of a new
concessiond |oan. Thefirst payment would
be US$ 1.5mn and thereafter, subsequent
paymentsof US$ Imnwill beonamonthly
basisuntil theamountisfully repaid.

During the period under review,
disbursements from external creditors
amounted to approximately US$ 56.59mn.
Of thisamount, US$23.11mnwasfromthe
International Development Association -
(IDA) ; US$19.54mnfromthelnternational
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Table 14

Principal and Interest Arrears as at End December 2003
(In Millions of US Dollars)

December 2002 December 2003

Principal | Interest | Principa | Interest
Arrears | Arrears | Arrears | Arrears

Total Arrears 287.4 7.6 288.5 74

Total Commercial Obligations & Short-Term Debt 1/ 230.2 - 230.0 -

Total Long-Term Deht, 57.2 7.6 58.5 7.4
of which:

M ultilateral 9.5 0.8 8.6 1.0

World Bank Group - - - -

IMF - - - -
Others 9.5 0.8 8.6 1.0
Official Bilateral 27.2 3.3 30.1 2.9
Paris Club 16 1.8 1.0 14
Others 2/ 25.6 15 29.1 15
Other Creditors 20.5 35 19.8 35
Executive Outcomes 19.0 35 18.6 35

J. S Franklyn Ltd & Deftech BV Corp. 11 - 0.8 -

Chatelet Investment Ltd 0.4 - 0.4 -

1/ Amount updated in June 2001 to include both validated and non-validated commercial arrears
2/ China, Morocco, Kuwait & Saudi Fund
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Table 15
Stock of Sierra Leone's Disbursed Outstanding Debt and Debt | ndicators.

(Incl. Principal Arrears)
(In Millions of US Dollars)

2002R Percert of 2003 Percent of
December Total December Total
Bilateral:
Paris Club Creditors 343.9 22.4 371.6 22.8
Other Bilateral 62.8 4.1 63.1 3.9
Total Bilateral 406.7 26.5 a434.7 26.7
M ultilateral
African Developmert Bank/ Fund 473.0 30.8 533.7 32.7
World Bank (IBRD/IDA) 174.8 11.4 165.7 10.2
International Monetary Fund 145.2 9.5 149.2 9.2
Other Multilateral 85.6 5.6 97.3 6.0
Total M ulltilateral 878.6 57.2 945.9 58.0
Other Creditors 20.5 1.3 19.8 1.2
Commercial and Short-Term Debt 230.2 15.0 230.0 14.1
Grand Total 1,536.0 100.0 1,630.4 100.0
2002 2003
Debt I ndicators (US$SM n)
Debt Service Payment due 53.1 45.4
Debt service paymert made 46.4 a45.7
Exports a48.7 92.4
Gross Domestic Product 790.2 803.8
Debt Ratios
Stock of Debt as a percentage of Gross Domestic Product 194.4R 202.8
Stock of Debt as a percentage of Export 3,154.0% 1,764.5
Debt Service as a percertage of Export 95.3 49.5
Multilateral Debt as a percerntage of Stock of Debt 57.2R 58.0
Bilateral Debt as a percentage of Stock of Debt 26.5 26.7
Debt Service Payments M ade
(in millions of US Dollars)
2002 2003
Bilateral: 1.07 1.57
Paris Club Creditors 0.09 0.44
Other Bilateral 0.98 1.13
M ultilateral 41.80 43.25
African Development Bank/Fund 2.01 2.47
HIPC foreign exchange savings on debt service 1.23 2.67
World Bank (IBRD/IDA) 3.13 1.89
HIPC foreign exchange savings on debt service 4.10 6.81
International Monetary Fund 32.35 35.54
of which: HIPC debt relief 30.40 33.25
Other M ultilateral 4.31 3.35
HIPC foreign exchange savings on debt service 0.00 2.19
Other Commercial/Military Debts 3.50 2.19
Total 46.37 45.72

R Revised
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Monetary Fund (IMF); US$ 4.2mn from
the African Development Fund (ADF) and
the residual of US$ 9.74mn was from
Kuwait, Arab Bank for Economic
DevelopmentinAfrica(BADEA) and the
Islamic Development Bank (IDB) under
variousprojects.

(itli)  External Debt by Creditor Category
Sierral.eone sstock of disbursed outstanding debt
including principal arrearstoal externa creditors
stood at US$1,630.4 million asat end December
2003 ascompared to US$ 1,536 million asat end
December 2002. Thisis shownintable 15. The
increasewas asaresult of disbursementsmadeon
exigting and new borrowingsmainly fromtheWorld
Bank during the period under review.
Theincreasein the disbursed outstanding debt to
the ParisClub creditorswasdueto therescheduling
of current maturities, which led tothecapitalisation
of interest falling dueduring thereview period.

(iv)  Foreign Currency Composition

Table 16 showsthe currency compostion of Sierra
Leone’s Disbursed Outstanding debt including
principal arrears. It shows the amount of debt
classfied by thecurrency of liability and the Leone
equivalent. The Special Drawing Rightsand the
United States Dollars continue to be the major
currenciesthat dominate Sierraleone sdebt. They
account for 50.8% and 18.0% respectively as at
end December 2003. Loans from IMF and IDA
aremainly denominated in SDRs, which accounted
for the high percentage of thetota debt. The Euro,
which accountsfor 17.4% representsthethird mgjor
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currency that dominates Sierraleone’sdebt. The
total debt in Leones increased from Le
2,829,419,524mnin 2002to Le 3,670,967,705mn
INn 2003 by gpproximately 30%. Thiswasasaresult
of the depreciation of the L eone against the other
currenciesand a so thedisbursementsof new loans
during the period.

(v) Debt Indicators, Debt Ratios and Debt
Service

Table 15 a so showsthe debt indicators and debt
ratios for the period ended December 2002 and
2003. Debt service payments decreased from US$
46.4millionin 2002 to US$45.7 millionin 2003.
Thisdecreasewasaresult of theadditiona interim
debt reief granted by themulltilatera creditorsduring
thereview period. Debt serviceto export ratio also
decreased from 95.3%t0 49.5% asaresult of the
sgnificant increasein exportsasagainst thedight
decreasein the debt service payments. The stock
of debt asapercentage of GDPincreased by 4.3%
in 2003 dueto theincreasein the stock of debt.

The Government continuesto pursue policies of
strengthening external debt management capacity
and adhere to its commitment to avoid non-
concessional external borrowing inlinewith the
PRGF programwiththe IMF.

7. Status of Convergence- West
African Monetary Zone

Asthe countdown towards amonetary unioninthe
Second Monetary Zone in July 2005 approaches,
three statutory meetingsof the Covergence Council
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Table. 16

Disbursed Outstanding Debt, including Principal Arrears as at End December 2003
Classified by Currency of Liability (Amounts In Thousands)

End Dec-2002 End Dec-2003
Debt in Foreign | Total debt in | Percent of | Debt in Foreign | Total debt in | Percent of
Currency Le. totd Currency Le. total
1 2 3 4 5 6 7

Currency

Canadian Dollars 1324 1,837,981 0.07 1,260 2,536,723 0.07
Swiss Francs 39,721 62,562,672 2.23 30,347 83,348,120 2.21
Chinese Yuan 183,447 48582,372 174 183447| 58,959,992 161
Danish K'roner 350 108,181 0.00 337 149,738 0.00
EURO 180,778 414,693,885 1481 194,267| 637,867,923 17.38
British Pounds 6,584 23,137,742 0.83 4186| 19,754,422 0.54
Japanese Yen 10,000,000 185,100,000 6.61 9,609,000 238,980,464 6.51
K uwaiti Dinar 4,544 35,822,400 128 5839| 50,639,308 138
Norwegian K roner 86,064 27,141,164 0.97 88980 34918568 0.95
Saudi Riyal 4,875 3,129,380 0.1 3,907 2,822,784 0.08
Swedish K roner 2,759 691,101 0.02 2,615 953,472 0.03
United States Dollar 260,538 571,028,288 20.40 258,017| 661,085,312 1801
Specidl Drawing Rights 463988|  1,363744,249 4872 496,834 L8OOBTIH 5082
Isiamic Dinar 1733 5,004,551 0.18 3572| 13413734 0.37
Total 2,799,350,910 100.00 3,670,967,705 100.00
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of the West African Monetary Zone were held
during theyear to assess progress made by member
states towards compliance with the prescribed
quantitativeand quaditative performancecriteria. At
the 1.3th meeting of the Council hedinAccra, Ghana,
from 14th - 19th December 2003, it was noted
that performances of member countriestowards
macroeconomic convergenceinthefirst ninemonths
of the year (as at September 2003), with the
exception of Ghana, deteriorated considerably
compared to the first haf of the year, though
marginal improvements were made on some
indicators by individua countries. Onthewhole,
thelevd of quatitative convergence dropped from
65 percent in June to 35 per cent in September, the
|owest Sncethecommencement of theprocess. This
was primarily due to difficult domestic and
internationa environmentsfacing member countries.
It was resolved that measures be put in place to
improve on the fundamental macroeconomic
indicators of the respective economies. Such
measureswould entail good governance, structural
andfisca reformstoimprovetherevenuecollection
processand asothe implementation of expenditure
- reducing policies. The meeting al so noted that
progresstowards convergencewith regardsto the
qualitative criteriawas unsatisfactory though there
weredgnificant progressin someareasparticularly
with respect to compliance with International
Financia Standardsand Database Devel opment
and Statistica Harmonization.

During the year aForum of Finance Ministers of
WAMZ wasestablished to discussissuespertaining
tofiscal convergence and theadoption of remedia
policy measures to facilitate and sustain the
convergence process. The Forum met twice, in
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March and October 2003.

TheAuthority of Heads of State and Government
of the Zone, at its sixth Summit held in Accra,
Ghana, decided that the headquarters of the
proposed West African Central Bank would be
located inAccra, Ghana.

Sierra Leone’s Macroeconomic
Performance

During 2003, Sierraleoneexperienced areversal
inthepositivedridesprevioudy atainedinher move
towards convergence. Thiswas attributed to the
difficult environment for fiscal and monetary
management. A significant proportion of the budget
isbeing financed from external sourcesand late or
non-disbursement resultsin recourse to Central
bank financing of the deficit. The table below
illustrates Sierra Leone’s macro economic
performance asagainst the prescribed primary and
secondary criteria for the period January —
December 2003.

Asat theend of December 2003, Sierral_eonefailed
tomeet any of thefour primary criteria. Theinflation
rate moved upwards from —3.1 per cent in
December 2002 to 6.5 per cent in Juneand 11.3
per cent in December 2003 exceeding the WAMZ
criterion of asingledigit inflation rate. Thefiscal
deficit/ GDPratio of 16.8 per cent was much higher
than thetarget of lessthan 4 per cent by 2003. This
washowever animprovement on 19.7 per cent for
2002. There was a sharp rise in central bank
financing of the budget deficit from 1.9 per centin
2002 to 25.60 per cent in 2003, exceeding the
WAMZ target of 10 per cent. SierraL.eone’ sgross
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externa reservesasat end December 2003 stood
at 1.9 monthsof imports, (well short of therequired
3 monthsof import cover), compared to 3.1 months
for end December 2002.

A smilar performancewasindicated relativetothe
Secondary Criteria. Noneof thesix criteriawas met.
Thetax revenueto GDPratio was 14.5 per cent,
short of therequired 20 per cent or more. Theratio
of salary masstototal tax revenue at 59.3 per cent
waswel| beyond the prescribed criterion of 30 per

centor lessbut a dight improvement on 63.2 percent
recordedin 2002. Theshareof publicinvestmentin
total domesticreceipts, at 11.33 per cent, wasless
than therequired 20 per cent or more. Redl interest
ratesfor thefirst timerecorded anegative position
from the positive positionsrecorded for previous
periods. Theexchangerate of the LeonetotheUS
Dollar remained unstable during 2003 and by the
end of December 2003 had depreciated by 16.90
per cent thusmoving out of the 15 per cent fluctuation
band.

WAM Z CRITERIA
Target Performance
2001R 2002R 2003
Primary Criteria
Budget deficit excluding grants’GDP (commitment base) less than or equal 16.7% 19.7% 16.8%
to 4 percent
Inflation rate (end period) Single digit 3.4% -3.1% 11.3%
Central Bank advances to government (as percent of less than or equal 8.9% 1.9% 25.6%
previous year's tax revenue) to 10 percent
Gross reserves (months of imports) greater than or 2.3 3.1 1.9
equal to 3months months months months
Secondary Criteria
Domestic Arrears 0 N/A N/A N/A
Tax revenue/ GDP ratio greater than or 13.4% 14.5% 14.5%
equal to 20
percernt
Wagebill/tax revenue ratio less than or equal 55% 63.2% 59.3%
to 35percent
Public Investment from Domestic Receipts greater than or 6.6% 8.9% 11.3%
equal to 20
percernt
Nominal exchange rate (+ = depreciation) plus or minus 15 -23.2 -1.4 16.9
percent
Real interest rate greater than O 1.4% 8.6% -5.8%

R Revised
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Themainreasonsfor Serraleone sinability tomeet
thecriteriaincludethefollowing:

e Low domestic revenue mobilisation:

especidly taxesrevenue.

» Highgovernment expendituresasaresult
of increased government spending inthe
areas of wagesbills, interest payment on
domestic debt, reconstruction and
rehabilitation outlays.

» Highcentra bank financing of thedeficit

* Excessveliquidity inthefinancid system

* Lowexportsand capitd inflows

Measures are however being taken by the
government to ensure SierraL eone meetsthe set of
Macroeconomic Criteria They includethefollowing:

* Measures to cut down on government
expenditure, especially the share of
government wagesand salaries.

* The setting up the National Revenue
Authority aimed at increasing domestic
revenueparticularly tax revenue.

8. Progress of Sierra Leone’s
Poverty Reduction and Growth
Facility (PRGF) Arrangement

The PRGFistheIMF's concessional facility for
low income countries. Itisintended that PRGF-
supported programswill intimebe based on country
-owned poverty reduction strategiesadoptedina
participatory processinvolving civil society and
development partners, and articulated in a Poverty
Reduction Strategy Paper(PRSP). Thisis toensure
that PRGF-supported programsare consistent with
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acomprehensiveframework for macroeconomic,
structural and social policiesto foster growth and
reduce poverty.

On June 30, 2001 the Government of Sierraleone
presented an I nterim Poverty Reduction Strategy
Paper(I-PRSP) to the Executive Board of the
International Monetary Fund (IMF). Thel-PRSP
describesthe countries macroeconomic, structural
and social policies to foster growth and reduce
poverty in a three-year economic adjustment
program supported by PRGF resources, aswell as
associated external financing needs and major
financing sources. Following this, ajoint mission of
theInternational Development Association (IDA)
andtheInternational Monetary Fund (IMF) visited
Freetown and together with the authorities
conducted the Debt Sustainability Analysis(DSA).
Theresults showed that the country’sexternal debt
Stuation would remain unsustainable even after the
application of traditional debt relief mechanisms.
On September 20, 2001, the Executive Board of
theInternational Monetary Fund (IMF) approved
athree-year Poverty Reduction and Growth Facility
(PRGF) Arrangement inthesum of SDR 130.84mn
(aboutUS$179mn) in support of SierraLeone's
medium term program having consdered that Sierra
Leonewas aso eligible for debt relief under the
Enhanced Heavily Indebted Poor Countries
Initiative(HIPC).

On March 12, 2002 the Executive Board of the
IMF completed the First Review under the PRGF
Arrangement. Asaresult SerraL eonewasableto
draw up to SDR9.33 (about US$12mn)from the
arangementimmediately.

Sierra Leone on March 19, 2002 reached the
decision point under the HIPC Initiativeand became
eligiblefor debt relief. Total debt relief from Sierra
Leone' screditorswas about US$950.00mn which
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istheequivaent of US$600 millionin Net Present
Vaue(NPV) terms, areduction of nearly 80 percent
of thecountry’ sexternd stock of debt. The Executive
Boards of the IMF and the World Bank Group’s
IDA approved support for acomprehensive debt
reduction package for the country. Under the
decisionstaken by thetwo organizations, assstance
committed by IDA—US$122 million in NPV
terms—would be delivered over a20-year period
and would cover on average 89 percent of debt-
serviceobligationsfalling dueto IDA. Debt relief
provided by the IMF-US$123 million in NPV
terms-would be delivered over aten year period.
Thepoverty spending plan of thesefundswould be
guided by the-PRSP. Thebulk of assistancefrom
other creditorsunder theenhanced HIPC Initiative
would be delivered when the country completesa
number of agreed measures, paving the way for
reachingacompletion pointinafew years time.
On September 18, 2002 the Executive Board
concluded the Second Review under the PRGF
Arrangement and commended the country’ sefforts
inimplementing economic reforms despite major
institutional and financial constraints. Asaresullt,
Sierra L eone was able to draw up to SDR 18.66
million (about US$25 million) fromthearrangement
immediady.

Performancein regard to the program targetsfor
2002 was broadly satisfactory. All quantitative
performance criteriafor end-September and end-
December 2002 were observed, except for two of
the end-September 2002 criteria, namely those
relating to thelimitson (i) net domestic bank credit
tothe government and (ii) the government primary
budget deficit. Theimplementation of structural
policy reformswas generally satisfactory. Onthe
basisof measurestakenin 2002 and those proposed
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in the authorities Medium-Term Expenditure
Framework Paper (M EFP) the Executive Board
granted waiversfor theend-September performance
criteriathat were not observed . InApril 2003 the
ExecutiveBoard of thelnternationa Monetary Fund
(IMF) completed the Third Review of Sierra
L eone' sperformance under the Poverty Reduction
and Growth Facility (PRGF) arrangement. The
Board dso granted awaiver of performancecriteria
Asaresult, SierralLeonewas ableto draw up to
SDR14mn(about US$19mn) fromthearrangement.

The Fourth Review under the PRGF Arrangement
isbased on performance under the programmefor
end September 2003. Thecompletion of theReview
isexpected early 2004.

9. Human Resource Development

Capacity building and capacity strengthening of the
Human Resources available in the Bank for an
efficient and high performing workforcetriggered a
bank-wide restructuring process during the period
under review. Therestructuring exercise gavethe
Bank the opportunity to critically examineitsrole
and emerging responsibilitiesvis-a-visits capacity
toactudizeitsgodsespecidly intheareasof capita
market development and the supervision of banks
andfinancid ingtutions. Sgnificant outcomesof the
restructuring arean enhanced organizationd dructure
and animproved working environment where staff
can continueto grow and respond to the challenges
and goalstheBank has set itsdlf.

For the period under review, the staff complement
of the bank increased from 540 as at end 2002, to
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564 as at end 2003. The magjority of the staff
continues to be in the professional and sub-
professiond cadreswith staff strength currently as
folows

About 80% of s&ff recruited weresub-professonds.
Thesewould betrained onthejob and encouraged
to pursue academic/professional courses which
would qudify themfor evation intotheprofessond
cadre.

Table 17
Human Resource Statistics
2001 2002 2003
Male|Female|[ Total| Male [Female| Total| Male | Female| Total
Number of staff as at December 31 | 334 | 131 | 465 | 400 | 140 | 540 | 399 165 | 564
of which
Management 4 4 8 3 4 7 4 4 8
Professionals 109 48 157 | 141 48 189 | 128 47 175
Sub-professionals 98 75 173 | 14 80 | 194 | 120 92 212
Others 123 4 127 | 142 8 150 | 147 22 169

During thereview period, 45 staff wererecruited
while 32 staff severed from the Bank for the
followingreasons.

2001 | 2002|2003
Resigned 171 9 8
Retired 7 12| 9
Voluntary Retirement | 3 3 3
Vacated 2 2 2
Terminated 3 6 5
End of Contract 3 1 2
Early retirement due to ill health | 1 - 1
Deceased 1 2 2
Total 371 35| 32

Staff Development

Saf training playsacritica roleinensuringindividud
performance and organizational effectivenessis
achieved, thussustaining ingtitutional growth. Asa
result, Heads of Department wereclosely involved
indetermining thethrust of their departmentd training
needs. The Bank also continues to create
opportunities for staff to pursue and achieve
professional skillsin short/long term coursesboth
local and oversess.
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Overseas Training Included:

(i) Degreeprograms

Name of Programme Number [ Number
Sarted | Completed

Masters in Economic 5 4
Policy Management
Masters in Business 1 i
Administration
Masters in Human 1 i
Resources
Magters in Internal 1 i
Auditing and Management
Magters in Economics - 1

(i) Long/Short Courses

Financial Sability Institute
- Training of Junior and Middle Level
Examinersof West and Central Africa
Focused Seminar on On-Siteand Off-Site
Supervisonof Banks

Financial Sability I ngtituteand the Committee
of Banking Supervisors of West and Central
Africa
Regiona Courseon Training of Banking
Supervisorsof West and Central Africa

SWIFT
SWIFT Training Programme
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Bank of Ghana
Foreign Exchange Reserve Management

I nternational M onetary Fund
Monetary & Financia Statistics Course
CourseonFnancid Programming & Policies

Joint African I nstitute (JAI)
CourseonFnancid Programming & Policies
Courseon Monetary and Financid Statistics

United Nations Capital Development Fund
Micro Finance Training Programme

Association of African Development Financial
Ingtitutions
Professional Development for Senior
Secretaries

African Rural and Agricultural Credit
Association (AFRACA)
Women ExposureVisit

European Central Bank
Payment and Settlement Systems

RIPA International
Management of Information Systems
Contracting and Contract Management

Rokel Commer cial Bank
Shared Locd Training Introductory Aspects
of SWIFT
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West African Institute For Financial and
Economic M anagement (WAIFEM)

- Regiona Course on Macro-Economic
Modédlling Forecasting & Policy Analysis
Regiona Workshop on New Financing
Demandfor Money Estimation Models
Courseon Baanceof Payment Compilation
& Andyss
Courseon Techniquesof EconomicAndyss
Regiona Workshop on Human Resources
Management
Regiond Course on Report Writing
Workshop on Domestic Debt Management
Course on Central Bank Accounting and
Auditing
Regiona Course on Micro Finance and

Non-Bank Financial Institutions
Management

Regiona Courseon Financid Programming
andPolicies

Advanced Banking Supervison
Computing Auditing

WAIFEM and Debt Relief International (DRI)
- Regional Workshop on Debt Strategy
Andysis(DSA) Tools
Regiona Workshop on Externd Assstance
& Management

CrownAgents
Foreign Exchange Management

Reservesand Sovereign Risk Management

Association of African Central Banks(AACB)

Secretariat

Workshop of Information Technology
Local Training
TheBank aso sponsored staff throughlocal tuition
to pursue both professional and degree courses
listed below:

Number
Completed

Number
Pursuing

Number
Sarted

Name of Programme

Masters in Development

Studies 3 2 1

Bachelor of Education

Programme 2

Bachelor of Science in

Financial Services 4 2

Bachelor of Science in
Applied Accounting

Bachelor of Science in
Business Sudies

Post-Graduate Diploma in
Business Administration

Technician Diploma in
Accounting

Diploma in Data
Processing and 1 1
Information Technology

Exposureto these programmeshave provided staff
with added skills and knowledge to handle their
schedules. Initsbid to motivate staff who have
acquired additional qualifications, the Bank
promoted 9 (nine) staff to higher positionsand re-
designated 7 (seven) staff.

(i) In-house Training

Locd trainingintheform of In-service Programmes
continuesto be oneof the Bank’smain instruments
usedfor achieving efficiency. Theseinclude Trandfer
of Knowledge seminars, Computer training and
other related courses. In-service Programmeswere
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conducted at the Auditorium of the Sam Bangura
Building during thereview period. Theseprogrammes
consisted of:

= Financia Programmingand Policies

= Macroeconomic Modeling Forecasting and
Policy Andyss

= |nter-Bank Foreign ExchangeMarket

= BascPoverty Measurement and Diagnostic

Course

= Middle and Back Office Functions in
Reserve Management

= Seminar on Monetary and Financial
Satidics

= Seminar on Banking Supervison
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Management of the Bank including Independent Units

Governor
Deputy Governor

Directors

Secretary tothe Board

Director, Research

Director, International Finance
Director, Accountsand Budgeting
Director, Human Resources
Director, Banking Supervision
Director, Banking

Director, Specia Duties

Ag. Director Genera Services

Heads of Unit
Internal Auditor
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Mr. James D. Rogers
Mr. Mohamed S. Fofanah

Mr. Kaifen S. T. Kallay
MsAndrinaR Coker
Mr Francis B Roberts
MrsKhadi R Saccoh
HajaAjaratuA M Mahdi
MsYeabu M D Kamara
Mr Ibrahim K Lamin
Mr SidiqueA B Sesay
Mrs. Grace Hassan

Mr. Ralph Ansumana
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Bank of Sierra Leone Organisational Structure
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