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A word from the
Editor:

ear Readers,

With much pleasure | am in-
viting you to read and enjoy our
second issue.

The Tanzania Bankers Association

would like to express its gratitude to those who
took an initiative to read our first issue. It is our
hope that these series of our newsletter are serv-
ing the intended purpose.

This issue comes with a theme that is intended to
enlighten readers and the general public of the
potential finance leasing as a product to be of-
fered by Banks, Members of the Tanzania Bankers
Association.

It’s high time now Tanzanian entrepreneurs and
banks venture into other financial products and
services that would speed up the economy and
ultimately contribute towards poverty reduction
in this era of “new vigour, pace and strength (ari
mpya, nguvu mpya na kasi mpya)”.

It is a challenge to both the Government and
Bankers Association to take up this agenda and
implement a framework that would allow leasing
to flourish in the economy.

On my own behalf, | sincerely commend Interna-
tional Finance Corporation (IFC) and particularly
its leasing project, Tanzania Leasing Project
(TANZALEP) for its efforts to advocate for an
enabling environment for Leasing in Tanzania.

| thank you all and enjoy reading!!!
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TBA Vice Chairman’s Message on Leasing

Mr. Charles G. Singili
Vice Chairman of the Tanzania Bankers Association &
Chief Executive Officer of Azania Bancorp.

| €t me take this page to invite you to read our second publication

of Newsletter. Previous readers... hope you enjoyed .... To our new

readers, our mission is to ensure that the banking sector plays a more active role in the quest for con-
tinued sustainable economic performance in the country.

This Newsletter is disseminated as a means to communicate with stakeholders from all sectors of the
economy and the general public. While the general format of the Letter does not change very much,
this time we have chosen to pick a theme that will go with it. This is about Finance Leasing.

As an activity and a product that is associated with economic empowerment and poverty reduction,
bankers in Tanzania have grown particular interest to provide a variety of forms of finance leasing as
products in their services. Admittedly, however this interest has been curtailed by a number of frame-
work factors which we have carefully selected and asked experts to give insights in this quarter’s
columns.

As you will note, there are three specialized articles, covering logically arranged topics from Developing
Leasing as a Financial Product which gives an idea of what are the efforts done by the International Fi-
nance Corporation (IFC) through its project, Tanzania Leasing Project (TANZALEP) in order to facilitate
an enabling environment for finance leasing in Tanzania; Legal point of view on Leasing and what should
be done to create a better Legal Framework for Leasing in Tanzania and the last one is Accounting in
Leasing which gives a technical insight on how to manage accounting in Leasing.

It is ease to sum the key issues and the suggested solutions relating to this theme as follows: There is
need to establish an appropriate leasing Framework; review tax to encourage leasing companies and
banks; and need to embark on capacity building on finance leasing.

On behalf of the TBA Management we thank you all for your time and contribution to make this
newsletter a success.

Charles G. Singili
Vice Chairman



TBA Newsletter

® Page 4

By: Arden Kitomari, NBC

900¢ e O

NN
&o//Wo//w@ s
8 S &L o Q
JV@ AY &Jm\o éV\/ % %&éy S\ IR & OAVVV
& Q' EFOI LSS 4 P S
LS N9 vo,y o&&% A %o 540 %o @
<.+&&O meO A /M&o &%&«;p& /1&¢ e QOWO.NV ,.,VOWQ/.V > J_uvbon%vﬁo@ & O.vo oo @ oo@u%
S S S S S T L S
N I N N O I S e e R R SR S S R A e
,E,E,E, ,C,[, 1 ,[,E,[, ,[,E,[, 1 [:E ,[,j o
— - 000'
- 000t
- 3 000'9
0008
- 000°0T
000°CT
SNOITIIN SZ1

SINF1l AYdVNIAHOVH1LXT & XVL 4314V 11404d



(® Page 5

News and announcements:

Standard Chartered rolls out new
initiative

In an endeavor to improve services to its cus-
tomers, Standard Chartered Bank has rolled
out the “Ironman Initiative” for its Consumer
Banking staff. According to Juanita Mramba,
the Manager - Corporate Affairs, “Ironman” is
a Groupwide initiative geared towards sensi-
tizing the bank’s staff to put its customers at
the heart of its business, thus increasing focus
on improving customer experience.

Tanzania Postal Bank opens bra
Kijitonyama

v modern branch at the LAPF Millennium Tower

i in Kijitonyama, Dar es Salaam. The branch

i provides full banking services including a 24

ihours Speed Cash ATM, Western Union Ser-
ices, etc.
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Barclays in USD 10 million credit deal

Issuance of long-term loans to local businesses
is currently hampered by lack of long-term de-
posits from customers, according to Barclays
Tanzania Managing Director, Karl Stumke. The
MD said his bank has been hesitant to issue
long-term loans not because it did not have
enough cash but because it was risky to use
the money invested in short-term deposits to
finance long-term loans. The official made the
remarks at a function whereby Barclays and
Proparco of France signed a USD 10 million-
credit arrangement that the latter will extend
to the bank. He said credit provided by the
French Development Institution would enable
the bank to start issuing long-term foreign
currency lending to businesses for capital
expenditure.

Bank donates 30 computers to Dar School

Eurafrican Bank has donated 30 computers
worth TZS 15 million to Kisutu Girls Secondary
School in Dar es Salaam. Speaking to the
school staff and students, the Eurafrican Bank
Marketing Manager, Wasia Mushi said the bank
has offered the computers as part of elevating
computer literacy rates amongst the students.

Postal Bank offers Western Union service on
Sundays

For their customers’ convenience, Tanzania
Postal Bank has decided to offer Western Un-
ion service even on Sundays starting early 2006
at Samora Avenue Customer Service Centre.
The Sunday business hours will be from 10:00
a.m. to 2:00 p.m

NMB leases Phoenix House in Dar, plans six new branches!

The National Microfinance Bank has signed a long-term lease agreement for
Phoenix House building at the junction of Azikiwe and Jamhuri Streets in

Dar es Salaam’s central business district. The bank plans to use the reno-
vated 5,500 square meter-office space building as the hub of its banking op-
erations in the country as its Head Office along Samora Avenue has become
too small. NMB also plans to open six new branches in Moshi, Arusha,
Mbeya, Tanga, Mwanza and Dar es Salaam. The bank will also introduce sev-
eral new products and create 100 new jobs, NMB Chief Executive Officer,
Frans Bosse said at the signing ceremony. “The NMB Management is looking
at improving service levels for its customers and to add new products in the

coming year”, he said.
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CRDB announces a donation of
TZS 100 million to the University of

News and announcements

Stanbic launches Business Club

Stanbic Bank has renewed its pledge to support
SMEs to facilitate their effective contribution to
the country’s economy. Sanbic’s Acting Manag-
ing Director, Rhett Groves made the pledge at a
ceremony to launch the bank’s Business Club,
saying the institution had a major role on
growth and development of SMEs on the conti-
nent. “This club is a customer - bank face-to-
face forum where stakeholders can air their
views about how we can assist in the success of

i Barclays helps in malaria war

1 Barclays Bank has donated USD 15,000 to World
1 Vision Tanzania in support of malaria projects in
iShinyanga, it was announced. The cheque was !
rpresented to World Vision Country Marketing
iDirector Richard Rugemalira by Barclays Corpo- |
irate Director Saif Malik at a ceremony held at i
'the bank’s Head Office in Dar es Salaam. '

UBA to join BOT run SMEs credit scheme

il\/ledium Enterprises Credit Guarantee Scheme in or-|
|der to facilitate easier access of credit facilities for !
'SMEs in the country. The UBA Chief Manager!
i (Business Banking), Japhet Makau, told reporters ini
'Dar es Salaam recently that his bank was dedi- |

'cated to supporting the SMEs in the transport, con-i Eand education.

istruction and import / export sectors. :

'United Bank of Africa will soon join the Small and! !

Dar es Salaam

1 9 .
1struction of a lecture hall for the Faculty
of Commerce and Management. The
UDSM Vice Chancellor, Professor

' Matthew Luhanga, who was in atten-
1dance, signed a Memorandum of Under-

' standing (MOU), with the CRDB Bank Au-
1 thorities to that effect and in his vote of
ithanks hailed the institution for the do-

Stanchart to spend TZS 200m on
community activities
rStandard Chartered Bank says it will
rspend TZS 200 million on various com-
'munity activities in z)_ons this
iyear. Speaking ﬁlft ing over

ElO computer ters worth
rabout T |ong ritage English
rMedium . y Rughani, the

1 Bank’s Ex W@ 'Director of Finance
'said the b ad chosen three areas of

rcommunity projects, which would re-

1ceive its support, namely youth, health

CRDB donates books to Kihonda School in Morogoro

CRDB has donated text and supplementary books, sports t-shirts and cash to Uluguru Secon-
dary Shool in Kihonda Ward, Morogoro. Apart from the donation worth TZS 4.5 million, the
bank also donated TZS 500,000 in cash to the Secondary School Regional construction
basket fund to be used to expand and rehabilitate schools. The donation was handed over

its Head Teacher Julie Ng’atiwa during celebrations to mark the 10" Anniversary of
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NBC joins Stanchart in
anti-hunger drive

NBC has joined hands with San- !
dard Chartered in raising funds to'
alleviate hunger caused by drought ! '
in various parts of the country. A:

1" Sandard Chartered statement |s-.
of desks. The donation was! \ a MasterCard Point of,.Sued recently said that the bank, .

E

B
.made by Sanbic’s actmg, Sae (POS machine. The benefits of || :
nManagmg Director Rhett. this machine include Online X giice;]n:dottneer gggglﬁgzjo(g\gl
! Groves and was handed overu Authorisation, Instant Credit, Secured i || lives campaign) recently whereby '
to Rungwe East MP, Prof. . i Transaction, No international calls to”szandard Chartered opened an ac-l
i David Mwakyusa, who is also' rbe made, Saves Money, Generates::

I vcount through which |nd|V|duaIS|
lthe Minister of Health and' more business.

' Social Welfare. '

Stanbic Bank
i donates TZS 2 million Exim Bank accepts

MasterCard

1 Sanbic Bank Tanzania has!

rdonated TZS 2 million to:i
'Rungwe Development Trust.:

I
i Fund (RDTF) for the purchasel N I\ Exim Bank has introduced

Iland companies could channel fundsI

for purchasing food aid. I

Dear TBA Members,

Please feel free to send news/announcements regarding your bank to: info@anzaniabankers.org OR
tuse@tanzaniabankers.org

branch in Kariakoo

i Azania Bancorp has opened a new
:product that would allow ex- branch at Kariakoo business centre:
'pansion of its customer base !} {CRDB bank has donated various items, 1in Dar es Salaam to enhance the|
'and boost local business. The ! fValued at TZS 5 million to Samora Ma=| i services of its small and medium |
| “VISA point of sale” will en- ' {ehel Secondary School here. The items | | | entrepreneurs in arguably the heart
1able VISA card holders from: (Were handed over to the Regionall ; of the entire city’s busting busi-!
'all over the world to purchase ! fE@MMissioner John Mwakipesile atiay ! iness. The Mnister for Finance, !
'products and services from' "fU”Ct'O” to mark the bank’s 10" Anni- | i Hon. Zakia Meghji inaugurated the |
'traders offering the product '-versary. ' Azania Bancorp Kariakoo branch. 1
without carrying cash. NBC’S:: 1 '
.l\/lanager of Merchant Services, - """""""""""""""""""""

|Robert Mng’anya, said that! Youth Bank applies for license

'the new product is ideal for . .
:businessespwith clients using! The Tanzania Youth Bank (TYB) has formerly applied to the Bank of

'VISA cards from local and' | Tanzania to establish a non-bank financial institution. TYB Chief Execu-
' foreign banks. tive Officer, Dr. Salmin lbrahim said that 10 founder members of the
financial institution have set aside TZS 500m as capital.

. NBC launches new VISA Azania Bancorp opens

card product

No retrenchment at NMB - CEO

The National Microfinance Bank (NMB) has pledged to retain its over 1,600 workforce and invest more
than TZS 3 bn on staff training and development, the Bank’s Chief .Executive Officer Frans Bosse has
said. “We prefer to incur more cost on training and staff development to create a committed, effi-

cient and highly productive team, rather than retrenching”, Frans Bosse said. He further said that NMB
was going to invest heavily in its infrastructure including putting up new software, introduce e-banking
and install ATM’s.
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News and announcements

| New arrangement for partici-

' pation in Government Securi-

ties

i The Bank of Tanzania has an-
unounced the launch of a new:
.arrangement for part|C|pat|on.
'in Government Securities auc- !
itions, which aims at broaden-
.mg participation by direct in-;
ivestors, with effect from 15!
iMarch 2006. Under this ar-:
irangement, the minimum;
‘threshold for Direct Investors:
1in Treasury Bills / Bonds has.
'been lowered further from TZS!
150 million to TZS 5 million.

introduce e-:

'CRDB  to :
ibanking
| CRDB Bank will soon intro-:
iduce e-banking services:
'for its clients, it has been!
'disclosed. Dubbed Inter-:
inet Banking, the online:
'service will enable cus-!
tomers anywhere access:
}service without getting to:
'the banking hall via inter-
'net connected computers.
' This was revealed by the.
'bank’s Business SJpport'
.I\/Ianager Aboud Hussein:
'durlng a forum for CRDB!
'Bank’s Corporate and In-!
stitutional  Clients, and
'other stakeholders held in

' Dar es Salaam recently.
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' CRDB to spend TZS 500m
i 0N community projects

CRDB Bank will spend'
rmore than TZS 500 million'
‘jects this year, the man-i
ragement  has disclosed.
‘rector, Dr. Charles Kimei'!
isaid this would be imple-:
of the:
ibank’s social
lity. He made the remarks:
1School in Dodoma’s Rural !
.D|str|ct during a handing:
tbuilt by the bank for the!
.communlty The bank also:

‘on Community based pro-
'CRDB Bank Managing Di-
'mented as part I

responsibil- |
;at  Chinangali  Primary:
| over ceremony of a well:
' donated sports wear.

ATTENTION!!!

Effective from the coming 3" issue of TBA Newsletter,
there will be a special column for readers’ review

notes of previous issues.
Feeling like sharing your views that will help in the

shaping of the Newsletter and its articles, please send
to: info@tanzaniabankers.org or

tuse@tanzaniabankers.org; Fax No. 2124492

VAN

b@m]@imﬂmﬁy QL JOUr Seruace..
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The Tanzania Leasing Project: Developing Leasing as a

Financial Product
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By Moyo Violet Ndonde, Legal Advisor/ Team Leader, IFC - Tanzania Leasing Project (TANZALEP)

I. Introduction

The International Finance Corporation (IFC) with support of
the Swiss Government’s competence centre for economic
cooperation (seco) is implementing a 2 & % year project in
Tanzania to develop and support the growth of financial
leasing. The project, known as the Tanzania Leasing Project
("TANZALEP") among other things, provides Technical As-
sistance and capacity building to the Government of Tanza-
nia, in order for the Government to put in place appropriate
and enabling legal, regulatory and taxation environment for
financial leasing. Based on the Project’s initial work and con-
sultation, there is consensus that an enabling tax, legal and
regulatory framework is an essential pre requisite for leasing
development in Tanzania.

At this stage of the Project, and after exten-
sive consultation with stakeholders, the
Project has submitted its proposals for ap-
propriate leasing taxation and legal frame-
work to the Ministry of Finance and Bank of
Tanzania, two government institutions to
which the Project is accountable. The Pro-
ject has made available these recommenda-
tions to stakeholders, including commercial
and development banks that are already in
the leasing market, the technical committee
of the Tanzania Bankers Association, pro-
spective leasing companies, institutional
investors, and various departments within
Government.

In addition to its work with Government, TANZALEP provides
leasing product /business development support to banks,
prospective leasing companies, equipment supply compa-
nies, institutional investors, and micro leasing companies. It
provides training and capacity building to professional asso-
ciations, firms and regulators, and mobilizes domestic and
international investment for leasing.

The Project team is pleased that there is growing interest
amongst commercial and development banks, equipment
suppliers, and institutional investors to develop financial
leasing in Tanzania.

Il. Why Financial Leasing?

IFC considers financial leasing an important product to further
capital investment, SME development, domestic production,
industrial diversification as well as infrastructure improve-
ments, and hence overall economic growth of a country.
Leasing also helps to deepen financial markets. Leasing can
meet the objectives of various stakeholders in Tanzania,
including those of Government, enterprises, (whether large,
medium or small), equipment suppliers, commercial and
development banks, and independent leasing companies.

For Banks and leasing companies, financial leasing can meet
the following objectives, among others:

Risk management/ reduction

A leasing company/bank maintains legal ownership of the

leased asset, is able to exert greater control over the invest-
ment, can monitor assets more easily, and can apply special-
ized knowledge such as equipment specialization.

Product portfolio diversification

Leasing provides an opportunity to extend product lines and to
deepen company organizational structures. In some cases,
leasing may allow businesses to access both lease financing
and additional bank financing without increasing their collat-
eralized debt.

Customer base expansion

Leasing can provide additional marketing channels for
financial services. Equipment suppliers can channel cus-
tomers to leasing companies and banks. Banks can also
provide credit lines to independent leasing companies
once these are established.

Suitable means of financing SMEs

Due to reduced upfront costs, leasing frees up capital
for other business needs (i.e., meets enterprises’ cash
flow needs). Leasing enables companies to match in-
come and expenditure, and can be tailor-made/ struc-
tured to suit the requirements of the lessee, unlike
other forms of finance.

Ill. The issues so far:

Developing appropriate Legal (Legislative) and Regula-
tory Framework

In recommending for a leasing legislative framework, in this
instance a ‘leasing law’, the Project intends that there should
be legal certainty for financial leasing operations. A law is
therefore proposed to provide legal certainty, and hence
encourage leasing investment, rather than deter operators
from the leasing market by providing unnecessary restric-
tions/burdens for leasing operations.

Legal certainty is necessary for leasing development, espe-
cially in order to mobilize and channel available financial
resources into leasing operations (‘productive sectors’), and
to protect the interests of financiers, e.g. by providing clarity
on matters such as rights and obligations of parties and allo-
cation of financial risk. Based on the Projects’ review of ex-
isting law and practice, as well as that of on-going and set-
tled disputes in the judicial system, there is lack of clarity
and certainty for financial leasing under the ex-
isting framework.

Although there may be different means by which
to achieve legal certainty, TANZALEP believes
that the most efficient and effective way to pro-
vide legal certainty for financial leasing in

Tanzania is through enactment of a leasing law.
(Continued on page 13)



Felix G. Kibodya

Legal Counsel NBC Limited
L easing is a form of
Asset Based Finance
and which is one of the
products  offered by
banks/finance houses.
Recent studies conducted
in Tanzania confirm that
the economy has devel-
oped an appetite for this
type of finance. Leasing
has direct connection to
economic growth as it
stimulates capital forma-
tion. By analogy, it is also
linked to the Government
initiative for poverty re-

duction or MKUKUTA.

Asset Leasing can be defined as a
contractual arrangement under
which, one party (lessor) in return
on agreed rent, uses a capital as-
set owned by another party
(lessee). The asset can be plant
and machinery, motor vehicle or
any other form of equipment. Itis
the essence of the leasing contract
that, the equipment leased re-
mains in the ownership of the les-
sor and, in this respect, leasing
differs from a Hire Purchase (HP)
Agreement.

Leasing:

Leasing is based on the fundamental con-
cept that the leasing company does not
have to own an asset in order to enjoy
the benefit of it. A company can improve
its balance sheet and trade more profita-
bly if its capital has not been locked-up in
fixed assets. The following are
the advantages of leasing:

It is the use not necessarily the
ownership that matters. For
instance, to carry fuel one does
not need to own a tanker; to
computerize a business one
may lease a hardware, etc.;

Leasing of assets leaves the com-
pany’s working capital position
unimpaired; and

The lessor enjoys tax relief.

Types of Leasing:
There are two types of leasing contracts in
(ABF):

Finance Leases:

This is the common type of leases in which
banks are involved. It is a hybrid to a
traditional term-loan. It is the essence of
a finance lease that the lessor (Bank) has
no commercial interest in the transaction
other than as a supplier of finance. The
lessor pays for the equipment usually
directly to the supplier. There are three
parties to a finance lease namely, lessee
(enterprise), supplier of goods (seller) and

the financier

(usually a .

bank). ... “Leasing
o . has direct

perating

Lease: connection
Manufacturer

and supplier of to
goods can, as

economic
a means of
developing a growth as it
market for i
their  equip-  Stimulates
ment, under- i
take this type Capltal
of lease. This  fgrmation. ”

type of lease is
not of interest
to bankers.

The following are the characteristics
of Finance Lease:

Volume 1, Issue 2

Lessor pays for the
equipment and re-
tains ownership;

Rental paid by Lessee
will cover the capital costs of the
equipment, the lessor's ex-
penses, interest and the
lessor’s margin of profit;

There is a primary period
(usually up to 5 years) within
which the entire costs of the
lessor will be recovered.
The lessor ensures that the
primary period does not ex-
ceed the life of the asset.
This is the period of risk;

There will be a secondary and some-
times indefinite period at a nominal
rental where the lessor is not con-
cerned with the servicing of the
equipment. He is interested in its
value or problems of obsolescence.

Ownership passes during the secondary
period and after the lessor decides to
dispose the equipment usually at
nominal value.

A typical Finance Lease Agreement
will include the following:

Schedule of
leased;

the equipment to be

Undertaking by the Lessee to pay when
due, the rent provided for in the
agreement;

Undertaking by the Lessee to keep the
equipment in good repair, to keep it
insured to its full replacement value
and to allow the Lessor access for
inspection of the equipment;

Provision of termination of the agree-
ment in the event of default;

Provision that the equipment shall re-
main a movable property in the own-
ership of the Lessor, notwithstanding
that it may be affixed to any land or
building;



