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MANAGING DIRECTOR’S MESSAGE
2019, like the previous financial year, was full of challenges. The internal political
conflict continued in a silent manner and failed establishment of National
Government during the financial year as envisaged. The progress of the negotiation
between concerned parties, however, was most promising to usher in peace. During
the last quarter of the financial year the peace negotiation had reached its climax and
formation of a new government was almost there. The stage of the peace negotiation
reached, however, assisted return of peace in most localities and facilitated better
movement of goods and services in the hinterland.
On the economic side there was no much improvement. Price of imported goods like
food, fuel, medicine, spare parts, etc. was on the rise. As the country imports
practically everything cost of living remained very expensive. The driving factor was
scarcity of needed foreign currency for imports. The private sector to import essential
and needed commodities had to resort to parallel market to get the foreign currency.
The exchange rate of the USD against SSP was double than the official rate. Under the
circumstance, imported commodities price continued to increase negating the hope
for price stability. This in turn exacerbated the inflation. As that was not sufficient
foreign banks (correspondent banks) continued closing their doors on small and local
banks declining facilitation of imports under letters of credit in a transparent manner.
Because of such difficulties BCB remained inactive in the import letters of credit
activities, and limited itself to basic traditional banking i.e. deposit mobilization,
extending credit to small scale enterprises, and giving other banking services.
With all these problems, the Bank was able to improve its financial performance
compared to similar period of 2018. Total assets grew by 31% while deposits and
loans increased by 52% and 121% respectively. On the profitability side, profit before
tax increased by SSP16.7 million or 797% compared to similar period of 2018. Total
equity also showed a modest growth of 11%. All in all, 2019 financial year was a year
of challenge and hope. The hope emanates from the fact that formation of a new
government was real, though it spilled to 2020. Better economic performance,
financial discipline, and financial prospect are expected in 2020 and beyond. While
writing this report a new National Government is formed and the prospect of
economic reform seems bright.
At this juncture, I would like to take the opportunity to thank our customers for their
continued support and patronage during the difficult 2019 financial year. My thanks
also go to our staffs that made every effort to serve our customers in compliance to
bank’s policy and regulatory requirements.
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TABLE I: FINANCIAL TRACK RECORD SUMMARY
2015

2016

2017

2018

2019

62,338,668

108,461,182

67,834,509

100,028,490

130,575,537

5,911,175

39,886,962

64,631,659

65,076,593

110,969,441

1

Net Operating Income

2

Total Expense

3

Profit Before Tax

56,455,771

63,571,220

2,759,805

2,102,597

18,866,096

4

Total Assets

285,057,744

446,558,629

629,941,538

649,754,726

852,487,486

5

Total Equity

90,684,870

133,572,491

139,489,415

140,840,952

155,860,475

6

Return on
Total Assets

16.8%

10.7%

0.32%

0.24%

1.6%

7

Return on Equity

52.9%

35.9%

1.48%

1.1%

9%

8

Customer
Deposits

166,970,948

265,622,845

447, 656,803

405,381,623

614,852,316

9

Loans & Advances Net
of Provision

22.889,141

14,629,732

26,396,927

76,386,557

169,436,502

13.7%

5.5%

5.9%

18.8%

27.5%

11

Loans to Deposit
Ratio

1. Operational Highlights
Major 2019 financial results of Buffalo Commercial Bank (BCB) are summarized in Table
I below. The financial summary compares major financial items that have bearing on
the balance sheet with similar previous year performance.
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TABLE I: Operational Highlights (in SSP)
Description

2019

2018

Total Assets
Total Deposits
Total Loans (Net)
Shareholders’
Equity

852,487,486
614,852,316
169,436,502

649,754,726
405,381,623
76,386,557

155,960,475

140,840,952

variance
Amount
202,732,760
209,470,693
93,049,945
15,019,523

%
31.2
51.6
121
10.7

1.1 Total Assets
During the financial year under review, total assets increased by SSP202.7 million or
31% compared with similar period of the preceding financial year. The growth rate
between the financial years of 2018 and 2017 was limited to SSP 19.8 million or
3.2%. The rate of total assets growth in 2019 was quite a jump. The increase on the
main was reflected in the bank’s deposit balance at Bank of South Sudan (BSS), and
increase in loans and advances.
Total Assets (in Millions SSP)

Total Assets (in Millions SSP)
852,487.00
649,755.00

2018

2019
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1.2 Total Deposits
At the end of December 2019, total deposits increased by SSP209.5 million or
51.6% compared to end December 2018. At the end of 2019 financial year, total
deposit was SSP614.8 million as compared to SSP405.4 million during similar period
of 2018. When we examine the deposit break down, we find that current deposit
was SSP450.5 million comprising of 73% of total deposits. This means of the total
deposits the share of savings account was SSP164.2 million or 26.7%. The bank as a
matter of policy pays modest interest rate on saving deposits.
Customer Deposits (in Millions SSP)

614,852

405,382

-

2018

2019

1.3 Loans and Advances
At the end of 2019 financial year, total loans and advances reached SSP169.4
million net of provisions. At the end of December 2018, loans and advances net of
provision was SSP76.3 million. This means between 2018 and 2019 loan balance
increased by SSP93 million or 121%. The loan increase between 2017 and 2018 was
SSP49.9 million while the increase in 2019 has doubled that of 2018 level. Nonperforming loan ratio stood at 5.2% at the end of 2019.

Page 3

2019 ANNUAL REPORT OF BUFFALO COMMERCIAL BANK

The general economic condition did not encourage granting of loans as per the demand
because of uncertainty of related to security, inflation, slump of the economy. The
bank remained selective in lending only to known customers that have demonstrated
good track record of repayment. Loans granted on the main concentrated to small and
relatively medium enterprises that serve a definite purpose in the community, and fill
gaps of deliveries in the market which bigger companies failed to perform.
In our observation, SMEs that happened to be our borrowers fulfilled a gap in the
market at a time when the general economic condition rendered big companies
dysfunctional. The loan repayment record of smaller enterprises was much better
as they listen to bank advices, and repay their monthly loan repayments timely. It
appears the eagerness to get new and additional loan is the main motivator of their
behavior for their punctual repayments of loan installments.
As a result of the credit strategy followed by the bank, the loan quantum at the end
of 2019 doubled compared to similar period of 2018. The non-performing loan level
has reduced over the last 4 years. The loan loss provision at the end of December
2016 was 25%; in similar period of 2017 it was 16%, in 2018 it was 10% while in
2019 it went down to 5.2%.
Total Loans and Advances (in Millions SSP)
-

169,437

76,387

2018

2019
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1.4 Shareholders’ Equity
During the financial year under review shareholders’ equity reached SSP155.9 million
exceeding that of the 2018 level by 11%. At the end of 2018 financial year, total
shareholders’ equity was SSP140.8 million. The make- up of the equity was paid up
capital, reserves, retained earnings and undistributed dividends. The Board of Directors
has recommended SSP5,000,000.00 dividends for 2019 financial year.

Share Holders Equity (in Millions SSP)

155,960

140,841

2018
2019
-

2. Highlights of Profit & Loss Statement
Table II: Profit & Loss Statement
Description
Net Operating
Income
Operating
Expenses
Profit
Before
Tax

2019

2018

130,575,537

variance
Amount

%

100,028,490

30,545,047

30

110,969,441

65,076,593

45,092,848

70

18,866,096

2,102,597

16,763,499

797
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2.1 Net Operating Income
For the financial year under review, net operating income stood at SSP130.5 million
compared to the level of SSP100million in 2018. This means the increase in 2019 over
that of 2018 was SSP 30.5 million or 30%. If we further examine the makeup of the net
operating income, we find that interest income from loans and advances, trading and
foreign exchange income, fees and commissions and other income related to expenses
are the main components to the income stream. Table III below shows the details of
the break downs.
Table III: Main Contributors to Operating Income
Description
1
2
3
4

Net Interest Income
Trading & foreign
Exchange Income
Fees & Commission
Other Income
Related Expenses
Total

variance
Amount

2019

2018

27,295,229

10,197,122

17,098,107

167

70,788,367

43,222,709

27,565,658

63.7

40,461,761

52,743,048

(12,281,287)

(28)

(7,969,820)

(6,134,389)

1,835,431

29.9

130,575,537

100,028,490

30,547,047

%

30.5

Gross interest income at the end of 2019 grew to SSP32.6 million from SSP13.2 million
in 2018 showing an increase of SSP19.3 million or 145%. However, when interest
income net of interest expense (SSP5.3 million) is considered, the increase in 2019 was
17 million or 167% compared to that of 2018 level as shown on Table III.
Trading and other foreign exchange income in 2019 compared to similar period of 2018
increased by SSP27.5 million or 63.7%. On the other hand, fees and commission income
in 2019 decreased by SSP12.3 million or 28% compared to 2018. Other income related
expenses also increased by 30% in 2019 decreasing the total potential income level by
SSP1.8 million or 29.9%.
All in all, taking into consideration the ups and downs of income and expenses, net
operating income increased by SSP30.5 million or 30.5% in 2019.
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The economy was down, throughout the year and the political conflict had remained
unresolved, and operating under such challenging conditions to attain an improved
financial outcome was not easy. What assisted most for the improved financial
performance under the aforementioned challenging circumstances on the main was
strict control of approved budget and implementation of bank’s business strategy
developed at the beginning of the year.
Fees & Commissions (in Millions SSP)

FEES & COMMISSIONS

FEES & COMMISSIONS

2018
52,743

2019
40,462

2.2 Operating Expenses
Total Operating Expenses in 2019 reached SSP110.9 million from SSP65.1 million
registered in 2018. The increase was SSP45.9 million or 70%.
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The operating expense increase may appear on the high side and a big jump compared
to the previous year of 2018. However, it should be looked together with jump in
associated revenue where the increase was SSP30 million. Of course, the factors that
exaggerated expenses where price increase of imported commodities like fuel, spare
parts, office supply etc.
Operating Expenses (in Millions SSP)

Operating Expenses)
110,969

65,077

2018

2019

2.3 Profit before Tax
If we examine the previous two years i.e. 2017 and 2018 financial performance, we
learn that income before tax was on the decline. In 2017, profit before tax was SSP2.7
million where as in 2018 it was SSP2.1million. In 2019, however, we observe a
turnaround where profit before tax surged to SSP18.8 million from SSP2.1 in 2018.
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This was an increase of SSP16.7 million or 797%. The reason for such turnaround on the
main was strict application of approved budget and implementation of changed and
improved business strategy as stated earlier. In addition focus was made areas like
loans and advances to SMEs to enhance interest income and in service areas to
increase fees and commissions income. BSS had stopped selling foreign currency to
banks for import of goods under letters of credit. The foreign exchange gain that was
the major income was lost when the import market under letters of credit was
disrupted. Customers also migrated to foreign origin banks that were getting the
foreign currency from NGOs, UN agencies, diplomatic missions etc. These sources in
unintended way facilitated the black market where the foreign exchange in the parallel
market was double of that of the official rate published by BSS. For the sake of image
and to avoid unintended outcome, BCB avoided dealings of foreign exchange in the
parallel market rate. The bank restricted itself to deposit mobilization and extending
credit to selected and reliable customers.
Profit before Tax (in Million SSP)

Profit before Tax
18.9

2.7
2017

2.1
2018

2019

-
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2.4 Profit after Tax
Profit after tax at the end of December 2019 stood at SSP14.1 million. Compared to
similar period of the preceding year, the increase was
SSP12.6 million or 797%. The
performance was better because of measures taken like enhancing interest income,
reducing nonperforming loans, and applying a well thought business strategy that
helped increase service and related income.

Profit after Tax (in Millions SSP)

PROFIT AFTER TAX
20,000

18,866

18,000
16,000
14,000
12,000
10,000
8,000
6,000
4,000
2,000

2,103

0

2018

2019
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2. Liquidity Position of the Bank
The Bank remained liquid for the whole of the financial year as was the case in previous
years. Though loans and advances showed increase, the liquidity position of the bank
throughout the year was above the regulatory requirement. The Bank’s liquidity to
deposit ratio was about 27.5%. Though the Bank had excess liquidity it was not able to
deploy it fully as there was no alternative opportunity for investment. There was
neither interbank market, treasury bills, nor Bank of South Sudan bonds where to
invest the excess deposit mobilized. The whole situation did not encourage deposit
mobilization as the general mood of private sector was at a standstill in the productive
sector. The only low scale private sector movement shown was in the import area using
foreign currency obtained in the parallel market. The Bank throughout the financial
year was able to maintain sufficient liquidity to meet liabilities when due both under
normal and distress conditions.

3. Challenges Faced
The financial year under review, no doubt, was full of problems. The internal political
conflict was not settled, though, negotiation continued throughout the year. A
government embraced by all parties was not formed as expected. Uncertainty was
everywhere. The foreign exchange rate in the parallel market continued to rise.
Essential imported commodities became expensive. Prices of imported commodities
for food, medicine, fuel, spare parts, office supplies etc. continued to rise making it
difficult to meet budgetary targets. Bank of South Sudan to mitigate price instability did
not release foreign exchange to banks for import of goods under letter of credit. Price
increase on imported goods soared particularly day by day food price increase was a
challenge to everybody. The economy was practically down. For a country that
practically imports everything the economic hardship was high when the exchange rate
of the foreign currency galloped in the parallel market. The difficulties were of
cumulative factors carried forward from the previous years of war and internal strife.
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4. Conclusion
2019 financial year was full of challenges as the economic situation had reached the
rock bottom. In spite of all difficulties we were able to assist our small scale borrowers
in their financial needs by way of loans. We are proud that our customers paid their
periodical loan repayments regularly to our entire satisfaction. We take this
opportunity to thank all our customers that remained loyal and patronized us
throughout the financial year. We also extend our thanks to our staff members for
their dedication, hard work and particularly for rendering every possible service to our
customers. We look forward for better economic prospect in 2020 and beyond that will
accrue as a result of peace dividend in the formation of National Government expected
to revamp the economy of the country.
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Independent Auditor’s Report
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