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Distinguished Shareholders, it is with
great pleasure that | welcome you to the
11th Annual General Meeting of our
Bank, FSDH Merchant Bank Limited. |
hereby present to you the financial
statements of the Bank for the year
ended 31 December 2022. The results |
am presenting today represent the
statement of affairs for our tenth year of
operations as a Merchant Bank, having
started full merchant banking operations
on 15 January 2013. Before | present the
results, permit me to review the

environment under which we operated.

Global Economic Environment

The Russia's invasion of Ukraine which
started on 24 February 2022, truncated
the global economic recovery, after the
Covid-19 pandemic. According to the
International Monetary Fund (IMF), the
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The Chairman's
Statement

global economy is at a highly uncertain
moment, because of the adverse shocks
of the COVID-19 pandemic and Russia's
invasion of Ukraine. IMF added that with
suppressed demand, persistent supply
disruptions, and increase in commodity
prices (particularly energy and food),
inflation reached multi-decade highs in
the year 2022 in many economies,
leading central banks to tighten
aggressively with a view to bring inflation
back toward their targets. Data released
by the IMF indicates that the global
economy grew by 3.4% in 2022 lower
than the growth rate of 6.3% recorded in
2021.  IMF notes that major forces that
affected the world economy in 2022 are:
the tight monetary stance of major
central banks to curb the rising inflation
rate; limited fiscal buffers to absorb

shocks amid historically high debt levels;



spikes in commodity prices and geo-
economic fragmentation with Russia's
war in Ukraine. More infectious COVID-
19 variants, which slowed down the
economic recovery of China (a growth of
3% in 2022 from a growth of 8.4% in
2021) also depressed the global
economic growth in 2022. QOutbreaks
affected activity in countries in which
populations had lower levels of
resistance and where strict lockdowns
were enforced, such as in China.
Although these developments
hampered economic recovery, activity in
many countries turned out better than

expected in the second half of 2022.

IMF said global inflation rate rose
steadily in 2022 faster than projected.
Inflation rate rose in the United States by
9.1% in June, compared with same
period in 2021 and the highest level
recorded in 40 years. Inflation rate also
reached 9.1% in the United Kingdom in
May 2022 — the highest level in 40 years.
Inflation rate reached B.6% in the Euro
Area, the highest level since the

inception of the Monetary Union. The
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inflation rate was estimated to have
reached 9.8% in Q2 2022 in Emerging
Market and Developing Economies.
High food and energy prices, and supply
restraints in many sectors are among the
major factors that drove inflation rate in
many countries and regions. Wage
growth in many countries could not
match the pace of increase in inflation
rate in both advanced and emerging
market and developing economies,
therefore, eroding purchasing power

households.

To curb the rising inflation rate, central
banks of major advanced economies
withdrew monetary support
aggressively and raised policy interest
In the
United States, the Federal Reserve
raised the Federal Fund Rate by 4.25%

rates faster than expected.

from a range of 0%-0.25% in January
2022 to 4.25% - 4.50% in December
2022. The European Central Bank (ECB)
increased its key interest rate (interest
rate on the main refinancing operations)
by 2.5% in 2022 from 0% in January 2022
to 2.5% in December 2022, the first



increase since 2019. The increase was to
fight the rising inflation rate. The Bank of
England raised the Bank rate by 3.25%
from 0.25% in January 2022 to 3.5% in
December 2022 to curb rising inflation
rate. The increase in the interest rate led
to increase in the borrowing costs, tight
global finandial conditions, declines in
global equity prices and economic

growth.

The Central Bank of Nigeria (CBN)
adopted tight monetary policy stance in
2022 to curb the rising inflation rate
which resulted from rising energy and
food prices. The CBN increased the
Monetary Policy Rate (MPR) by 5% in
2022 from 11.5% in January to 146.5% in
December. The CBN also collaborated
with the fiscal authorities to drive
economic growth while maintaining
price stability, despite the challenges the
economy faced both locally and
externally. The main objective of the
CBN during the year was the use of both
monetary policy and administrative
measures to stimulate sustainable

economic recovery, create jobs,
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continue the pursuit of the
diversification of the economy in terms
of revenue and productive base, while
maintaining price stability (exchange
rate and inflation rate) and financial
sector soundness. The CBN continued
with its various intervention funds to
finance critical sectors of the economy
that can create jobs, supply basic raw
materials, and supply foreign exchange
to deliver its import substitution policy.
The CBEN however, increased the interest

rate on the intervention fund from 5% to

9% with effect from 01 September 2022.

To mitigate the negative impacts of the
global economic developments on
Migeria, particularly the invasion of the
Russia on Ukraine, the Monetary Policy
Committee (MPC) of the CBN increased
the Monetary Policy Rate (MPR) by 1.5%
to 13% in May 2022, the first increase
since July 2016. The MPC retained the
asymmetric corridor of +1%/-7% around
the MPR: retained the Cash Reserve
Requirement (CRR) at 27.5% and
Liquidity Ratio (LR) at 30%. In July, MPC
increased the MPR by 1% to 14%,



retained the asymmetric corridor of
+1%/-7% around the MPR; retained the
CRR at 27.5% and LR at 30%. In
September, MPC increased the MPR by
1.5% to 15.5%, retained the asymmetric
corridor of +1%/-7% around the MPR;
increased the CRR to 32.5% and retained
the LR at 30%. In November, the MPC
increased the MPR by 1% to 16.5%,
retained the asymmetric corridor of
+1%/-7% around the MPR; retained the
CRR at32.5% and the LR at 30%.

There was a recovery in the crude oil
market in 2022 compared with 2021.
Data from the Organization of the
Petroleum Exporting Countries (OPEC)
Monthly Qil Market Report for (January
2023 Edition) shows that the global
demand for crude oil increased from
97.01million barrels per day (mb/d) in
2021 to 99.55mb/d in 2022, while global
supply increased from 100.83mb/d in
2021 to 103.50mb/d in 2022. The
growth in the demand for crude wil
reflected the mild growth in the global
economic activity despite the Russia and

Ukraine war that dominated the year.
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The OPEC Reference Basket (ORB)
closed the year 2022 at US$81.2%per
barrel. This represents an increase of
4.26% over the 2021 price which closed
at US$77.97 per barrel. The Bonny Light
Crude Oil price closed the year 2022 at
US%82.58per barrel. This represents an
increase of 8.30% owver the 2021 price
which closed US$76.25 per barrel.

Operating Environment in Nigeria

The Nigerian economy continued its
recovery path in 2022 despite the global
challenges that had adverse impacts on
the economy, following the invasion of
Russia on Ukraine which resulted in
supply disruption, increase in energy and
food prices and consequently rising
inflation rate. Figures released by the
Mational Bureau of Statistics (NBS)
indicate that the real Gross Domestic
Product (GDF) of Nigeria expanded by
3.1% in 2022 compared with the growth
rate of 3.4% recorded in 2021. The
economy recorded growth in all the
quarters of the year 2022 with the
highest growth of 3.52% recorded in Q4



2022.

The data from the Debt Management
Office (DMO) shows that Migeria's total
December 2022
stood at N46.25trillion, an increase of
16.92% from the 31 December 2021
figure of N39.56trillion. There hasbeena

debt stock as at 31

consistent growth in the public debt in
Migeria over the last ten years without a
corresponding increase in revenue. The
negative impacts of the COVID-19
pandemic, low revenue in the face of
rising inflation, increase in external debt
and the deprediation of the value of the
Maira are some of the reasons for the
increase in the total debt. The
combination of these factors resulted in
a ratio of FGM interest payments to FGN
revenue at 96.3% in 2022 from 87.8% in
2021, according to IMF estimates. This
high ratio is a major constraint to the
ability of government at all levels to
provide the essential facilities needed to
improve the welfare of people and
business environment. The Federal
Government of Migeria (FGN) has
introduced some measures to improve

FGN revenue going forward. Some of
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these measures are:

1.To improve tax administration and
sustain efforts to expand the non-oil

revenue.

2.To further strengthen the tax system
over the medium-term by improving
collection efficiency, enhancing
compliance, and reorganizing the
business practices of revenue agencies
as well as employing appropriate

technology.

3.To bring more businesses in the

informal sector into the tax net.

4.In the medium term, the Migerian
Custom Service (NCS) will introduce
frameworks for recovering duties, taxes
and appropriate fees from transactions

conducted over electronic networks.

5.The Federal Government will further
enhance port efficiency, strengthen anti-
smuggling measures, review tariffs and
waivers and issue more licenses to build
modern terminals in existing ports,

especially outside Lagos.

The FGN said it will intensify its revenue



mobilization efforts and intensify current
efforts towards the realization of crude
oil production and export targets. It will
augment available resources by
accelerating the implementation of
Public Private Partnership (PPP)
initiatives, especially those designed to
fast-track the pace of infrastructural

development.

The CBN announced currency redesign
policy in the last quarter of the year
According to the CBN, the policy will
help deepen the drive to entrench a
cashless economy as it will be
complemented by increased minting of
eMaira. It will further rein the currency
outside the banking system into the
banking system thereby making
monetary policy more efficacious. The
CBN added that the policy will minimize
the incidents of terrorism and
kidnapping in the country as access to
the large volume of money outside the
banking system used as source of funds
for ransom payments will begin to dry
up. The capital importation data for the
year 2022 released by the Mational
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Bureau of Statistics (NBS) shows that the
total capital importation into MNigeria in
2022 declined by 20.47% from
US$6.70billlion in 2021 to
US%5.33billion in 2022. The major
contributor to the decline came from the
decline recorded in the money market
instruments which dropped by 46.26%
from US%$2.61billion in 2021 to
US$1.41billion in 2022. Foreign Portfolio
Investments (FPls) declined by 27.86%
from US%$3.3%billion in 2021 to
US$2.44billion in 2022. FPls were the
largest contributor to total inflows in
2022 and accounted for 45.83% of total
inflows. Foreign Direct Investments
(FDIs) decreased by 33.02% from
US%$698.78million in 2021 to
US5%468.08million in 2022. Other
Investments, which are made up of trade
credits, loans and currency deposits also
dropped by 7.55% from US%2.62hillion
in 2021 to US%2.42billion in 2022,

The value of the Naira relative to the US
Dollar closed the year 2022 at
N449.05/USE, a depreciation of 7.92%
from N413.49/US% in 2021. The inflation



rate increased consistently from January
2022 to November 2022 but dropped
marginally in December 2022 because of
base effect of prior year. Inflation which
was 15.60% in January 2022, increased
to 21.47% in November 2022 but
dropped marginally to 21.34% in
December 2022. The fact that inflation
rate remained at double digits
throughout the year, and higher than the
target of the CBN means that it may be
difficult for the CBN to embark of

aggressive monetary policy expansion.

The CBEM maintained the Loan-to-
Deposit Ratio at 65% throughout the
year. It continued with its policies to
restrict certain categories of investors
from buying securities at the Open
Market Operations (OMO) while it
continued to use the OMO for liquidity
management strategy, fine-tuning it to
encourage foreign investors to invest in
the Nigerian financial system, to bring in
the much-needed foreign exchange.
The yield on the 91-Day, 182-Day and
364-Day Treasury Bill stood at 2.5056%,
3.5104% and 5.1517% respectively in
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December 2021 but increased to
2.7680%, 7.4143% and 9.2753% in
December 2022. Although the yields
increased from 2021 to 2022 they fell
short of the inflation rate and was not
attractive enough for investors looking

forinflation adjusted return.

Despite the high inflation rate, increase
in interest rate, the Migerian equity
market appreciated in 2022 with the
Migerian Exchange All Share Index (NGX
ASl) apprediating by 19.98% to close at
51.251.06 points. The major drivers of
the performance are: attractive dividend
yields of some stocks; recovering
corporate earnings and low yield in the

fixed income securities.
Operations & Technology

Your bank continues to push further in its
digitalization initiatives. Electronic
Document Management Systemn (EDMS)
has been delivered as an essential part of
regulatory compliance and for quality
and safety of our documents in
electronic format. The bank uses this to
receive, track, manage and store

documents, reduce paper utilization and



costs. EDMS is also used for document
archiving of existing physical records.
Data management has been streamlined
with the establishment of an Enterprise
Data Warehouse (EDW) providing a
consolidated single source of truth for all
data and relevant access management.
This further provides for the agility to
make data-driven business decisions in a
simple, easy, and quick ways for more
efficient business intelligence and
quicker time to insights intended to
enhance our brand appeal and customer

retention.

Under our electronic channels, banking

as a service (BaaS) has commenced.

We have extended banking services
through relevant APls to corporate and
non-bank financial institutions to further
deepen our service offering for
payments and collections, extended
products, and improved operational
efficiencies to our customers. Includedin
the package are virtual account services,

wallets etc.

The guiding philosophy is customer first,

digital first! This is in line with our
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strategy to offer personalized banking
experience to our customers. The goal is
elevated convenience by continually
bringing banking home to you anywhere
and everywhere. To achieve this, we
have increased our investments in
relevant technology, expanded our
capacities and products - all to serve you
better. This is part of our promises to our
client as a trusted partner and a one stop
shop for innovative financial products

and services.

A new version of the mobile and internet
banking platforms which is designed to
be more stable and faster was

commissioned.

Additionally, international spending was
activated on our payment cards (debit
cards). This means that our esteemed
clients can now use FSDH Merchant
Bank debit cards for international
transactions subject to applicable limits
from time to time. In addition to this, we
implemented an enhanced version of
the popular collection solution by NIBSS,
EBillsPay. Closely related, the bank has
implemented the NOR which is the



MIBSS quick response-based payments
and collection solution. NQR provides
fast, easy, secure, reliable, contactless,
and account-based option to receive
and pay for goods and services. We have
added MESS (Nigeria Export Supervision
Scheme) fees collection to our

government collection products.

To continue to provide secure, reliable,
stable, and uninterrupted services, we
have moved our information technology
Data Centre infrastructure formerly
housed in our premises to a certified

second Tier-3 collocation Data Centre.

Both the primary and backup data
centers are now in certified tier-3
environment. We take secured banking
seriously, so we continue to invest in
solutions, platforms and processes that
enhance secure banking transactions.
Clients' financial business is safe with us
at FSDH. Once again, we are happy to
inform you that we retained all our ISO
(International Standards Organization)
certifications including 15O 27001 -
Information Security Management

System, 1SO 22301 - Business Continuity
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Management System, IS0 20000 IT

Service Management, etc.

In the deployment of technology and our
operational processes, we are very
mindful of the ever-changing landscapes
in regulations, evolving systems, and
platforms. To this end we constantly
keep our process abreast with
technology offerings while staying
compliant to regulatory guidelines. We
have gained millage in the seamless
integration of technology to drive our
processes with automation in many areas

to enhance speed and efficiency.

We have launched our contact center
with interactive voice response (IVR)
system to enhance interaction with
customers calling in for inquiries or
complaints. This has come with a series
of automated menus often enabling the
customer to self-serve for faster issue

resolution.
Financial Performance

The Bank recorded impressive
performance in 2022, surpassing the

2021 performance by wide margins



despite the challenges in the operating
environment during the year. Profit
Before Tax (PBT) stood at N4.05hbillion
for the financial year ended 31
December 2022. This represents an
increase of 302.47% from the PBT of
M1.01billion for the year ended 31
December 2021. The Profit After Tax
(PAT) for the Bank increased by 301.49%
from N886.74million for the year ended
31 December 2021 to N3.56billion for
the period ended 31 December 2022,
The income tax increased by 309.70%,
from N120.27million in 2021 to N492.75
million in 2022. Eamings Per Share (EPS)
for the Bank stood at 166kobo, which is
118kobo higher than the 4Bkobo that
was recorded in the financial year ended
31 December 2021. The impressive
financial performance of the Bank during
the year reflects deliberate efforts of the
management to collaborate with our
growing clients to provide innovative
financial solutions to them. The Bankis
well positioned to take advantage of
opportunities in the existing business

and new business areas it recently
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entered to deliver sustainable growth for

all stakeholders.
Outloock

In April 2023, the World Economic
Outlock (WEO) of IMF projected that the
global economy would grow by 2.8% in
2023 from a growth of 3.4% recorded in
2022. The April projection represents a
marginal decrease from the 2.9%
forecast the IMF released in January
2023. Advanced economies are
expected to experience a pronounced
growth slowdown, from 2.7% in 2022 to
1.3% in 2023. For emerging markets and
developing economies, economic
prospects are on average stronger than
for advanced economies. On average,
growth is expected to be 3.9% in 2023.
And in a probable alternative scenario
with further financial sector stress, global
growth could dedine to about 2.5% in
2023 with advanced economy growth
falling below 1%. Migeria is expected to
record a growth rate of 3.2% in 2023,

The IMF noted that the major factors
that affected the world in 2022—central

banks' tight monetary stances to calm



inflation, limited fiscal buffers to absorb
shocks amid historically high debt levels,
commodity price spikes and
geoeconomic fragmentation with
Russia's war in Ukraine, and China's
economic reopening—seem likely to
continue into 2023. Adding that these
factors are now shrouded by and
interacting with new financial stability
concerns. A hard landing— particularly
for advanced economies—has become a

much larger risk.

It warmed that policymakers may face
difficult trade-offs to bring down sticky
inflation and maintain growth while also

preserving financial stability.

The IMF said the unexpected failures of
two specialized regional banks in the
United States in mid-March 2023 and the
collapse of confidence in Credit Suisse
have shaken financial markets, with bank
depositors and investors re-evaluating
the safety of their holdings and shifting
away from institutions and investments
perceived as vulnerable, particularly in
advanced economies. On the outlook of

inflation, the IMF said the global
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headline inflation is set to fall from 8.7%
in 2022 to 7.0% in 2023 on the back of
lower commodity prices, but core
inflation is likely to fall more slowly.
Inflation’s return to target is unlikely
before 2025 in most cases. Once
inflation rates are back to targets,
deeper structural drivers will likely
reduce interest rates toward their pre-

pandemic levels. IMF's average crude oil
forecast for 2023 is US$73.13/barrel
from US5$96.36/barrelin 2022.

The oil price is based on a simple
average of prices of UK Brent, Dubai
Fateh, and West Texas Intermediate
crude oil. The IMF recommends that
central banks need to remain steady with
their tighter anti-inflation stance, but
also be ready to adjust and use their full
set of policy instruments—including
addressing financial stability
concerns—as developments demand.
Fiscal policymakers should buttress
monetary and financial policymakers'
actions in getting inflation back to target
while maintaining financial stability.

Governments should aim for an overall



tight stance while providing targeted
support to those struggling most with
the cost-of-living crisis. Medium-term
debt sustainability will require well-
timed fiscal consclidation but also debt
restructuring in some cases. Currencies
should be allowed to adjust to changing
fundamentals but deploying capital flow
management policies on outflows may
be warranted in crisis or imminent crisis

circumstances.

Measures to address structural factors
impeding supply could ameliorate
medium-term growth. Steps to
strengthen multilateral cooperation are
essential to make progress in creating a

more resilient world economy.

In Migeria, the President Buhari led
administration has laid the foundation
for critical infrastructure development
across the country that the incoming
administration should build on.
However, to accelerate the infrastructure
development that can support rapid
economic growth in Nigeria, the
incoming administration should involve

the private sector through various Public
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Private Partnership (PPP) Models. This
will unlock private capital for
infrastructures development (as against
relying on governing borrowing) and
create jobs for the growing youths in the
country. It will also lay the foundation for

rapid industrialization of the country.

President Muhammadu Buhari has also
signed into law the amendment to the
constitution that allows each state of the
federation to generate, transmit and
distribute electricity in regions covered
by the national grid. In addition, there
are plans to remove the subsidy on
Premium Motor Spirit (PMS). This will
encourage more private participation in
the industry, encourage competition and
free up resources that the government
spends on subsidy yearly. All these will
open more financing opportunities in
the country, and we are well positioned

to take advantage of this opportunities.

The Federal Government of Nigeria
(FGN) believes its 2023 budget, which is
tagged budget of "Budget of Fiscal
Consolidation and Transition” is very

critical to maintain fiscal wviability and



ensure smooth transition to the
incoming administration. The major
assumptions in the budget are: the
benchmark crude oil price of US$75per
barrel, up from US%73 per barrel in 2022
budget; crude oil production volume of
1.69 million barrel per day same as
1.69million barrel per day in 2022, and
exchange rate of N435.57/U5%1 from
M410.15/US% in 2022. The implication of
this is that the FGN is expected to run a
budget deficit of over N10.78trillion
representing a deficit to GDP ratio of
4.78%. The deficit will be financed from
borrowings as follows: domestic sources
- N7.04trillion; foreign sources -
M1 7étrillion: multilateral/bilateral loan
drawdown — N1.77trillion; and
privatization proceed N206.18billion.
This degree of deficit financing is likely to
put upward pressure on interest rates in

the domestic market.

Despite the short-term risks in the
economy, we still see a lot of
opportunities for the medium to long-
term. We will continue to partner with

relevant stakeholders to develop
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innovative financing and investment
solutions to enable us to exploit these
opportunities and create shared
prosperity for all stakeholders in 2023.
We remain committed to fostering
mutually beneficial relationships with our
clients by providing world-class
personalized solutions that meet their
needs. We will continue to leverage on
our robust digital channels and deep
industry knowledge to serve our existing
clients and attract new customers as we
engage the various identified
opportunities. To my fellow board
members, your sterling contributions in
providing the required oversight over
the affairs of the Bank cannot be over-

emphasized, we thank you.

| assure you all that FSDH Merchant Bank
will continue to justify the confidence

you have reposed in it.
Thank you,

Femi Agbaje
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CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMEBER 2022

DIRECTORS REPORT

The Directars presant the conzolidatad and separate financial statementz of FSDH Merchant Bank Linited {"the
Bank™) for the year ended 31 Decamber 2022,

(a}

(b)

Legal form

First Securilies Discounl House Limited was ncorporated on 23 June 1992 as a private himited liability
company under the Companies and Allied Matters Act (CAMA). It staried operations on 1 July 1992 and
was granted license 1o carry on discount house business on 10 February 1993, Il was granted an approval
te convert to a merchant bank on 22 Novernber 2012 and officially changed its name 1o FSDH Merchant
Bank Limited from First Securities Discount House Limited on 31 December 2012, The Bank commenced
banking and financial services on 15 January 2013,

Principal activity

The Bank's principal ackivily duning the period was the provision of merchant banking services to its
customers. The services principally involve transactionsl products and structuring of finance, maney marke
activities incleding trading and holding of marketable securiies such as freasury bills, govemment bonds,
commercial bills and other eligible instruments,

The Bank has 100% controlling intesest im FSOH Funding 3PY Plc, a special-purpose antity incorporated
in Migeria. The SPY was set up fo isswe bonds to the public in order to provide funding to the Bank, The
Bank iszued Naira denominated unsecured senior debt and Maira denarminated subordinated debt in the
priar year thraugh FS0H Funding SFY Plc, while no transaclion was recorded in the current year. The Bank
did ned give any financial suppar 1o the enfity Suring the year (2021 @ NIl).

The Bank is a subsidiary of FSOH Holding Company Limited, a non-operating legal enfity domiciled in
Migeria, and ragulatad by the Central Bank of Nigeria as an “other financial instiution”.

(¢} Operating results:
The following is a summary of the Group and Bank's operating resuis:
Group Bank

1 Dacamber 31 Decambar 31 Decembar 37 Decambar
iz 20 2oz e
L] [Feoo0} Do) (NI
Profit befora tax 4052967 1007012 4,042,967 1007013
cume lax gxerse (4E2 752 (120,273 |482,752} [(120.272)
Proft after lax 3560015 Bag, 141 3,560,115 56,741
Other eomprehendive loss Tor he year, fel of lax (10BES35| 4433723 (3,088,535 (4133723
Tolal Comprehensive Income{kess) for e yesr ATIEBD  12.246.887) ATLE  hGEE)
Profil afler tax altribulable 1o equity holder of the holding company 3,560,215 B6.741 3,560,215 B, 741

Todal comprehendive incomeiloas) atiribulable to equily holders of the
holding company ATIEBD 0,246 B01) ATIEB0 3G9
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(d} Proposed dividend

()

The Board of Directors recommand, for the approval of the sharahaldars, the paymeant of a final dividand of
m34Zmillion representing MO, 16k per share (December 2021; W0.2Z) for the year ended December 31,

2022, The dividend is subject to deduchon of withhobding tax of 10%.

Directors and their interests

The following directors of the Bank held office during the period as at December 31, 2022;

Mr. Ofufemi Agbaje
s, Bukola Smith

Mr. Tamo Oiti

Mr Tosa Ogbomao

Mr Patrica Backar

Mir. Kelechi Okoso
Praf. lsaballa Okagbue
Mr. Musa Ali Baba

Mr. Godwin Lze-lyamu

All non-executive directors except the independent direciors are representatives of compamies which have

Chairman

Managing Director
Executive Direclor

Mon-Executive Director (resigned effective from 31 December 2022)

Mon-Executive Director
Mon-Executive Direcior
Man-Exetutve Directar
Independent Director

Independent Director (re-elected for another ferm at the Annual General

interests in the share capital of the Bank.

The progartion of women on the board of direclors of FSDH Merchant Bank Limited as at Decamber 31,

2022 was 22.22% (December 2021 22.22%) broken down as below:

Meating held on May 12, 2022)

Decamber 2022 Female Diractors Total Directors Percentage of female
(%)
| Executive directorship | 1 |2 a0 00 %
Mon-executive 1 7 14.249%
| diractorship | |
Total 2 0 22.22%
December 2021 Female Directors Total Directors Percentage of female
{%)
Executive directarship | 1 2 50.00%
Nor-execulive 1 7 14,29%
directarship
| Total 2 q 22.22%
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(fy Directors' interests in contracts

In accordance with Section 303 of the Companies and Allied Matters Act (CAMA), none of the directors has
nolified the Bank of any declarable inkenests in confracts with the Bank

(g} Composition of top management

The Bank's top management i defined from the positions of Assistant General Manager (AGM) and above,
As at 31 December 2022, the Bank had 14 staff members in this category (Dec 2021 12).

The proportion of womnen in the Bank's top management posiions as at 31 December 2022 was 21.43%
{December 2021: 25.00%) broken down a3 below:

Porcantage
December 2022 Female Total of Female
Assistant General Manager - General Manawer 2 12 16.6M%
Executive Director - Manasing Director 1 2 50.00%
Total 3 14 21.43%

Percentage
December 2021 Femala Total of Female
Agsistant General Manager - General Manager 2 10 20.00°%
Executive Director - Managing Director 1 2 50.00%
Tetal N 12 25.00%

(h} Gender Balance ratio

According to the Bank's Diversity, Equality and Inchusion Policy, the applicable aspirational Gender Balance
ratio for the Bank shall be €0:40 for men and women, respectively. The Bank will intentionally work towards
achieving this ratio through the identification of prospective staff members for new roles and the

replacemant of outgoing staff.

(il Board appointment process
The Governance and Momingtions Committee shall manage the process for recommending nominees for
anpointment a5 directors of the Bank. All Board nominations shall be subject ko the approval of the Board,
the: Cenlral Bank of Nigeris and shareholders’ eatification 2t the Annual General Meeting.

(i} Directors induction and training

Upon appointment, new directors of the Bank aftend the formal industion programme of the Bank, Direclors
also attend training progranys in line wilh the directars” training plan,
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(k)

U]

im

—

n)

Shareholding analysis

The shareholding pattern of the Bank as at 31 December 2022 shows that the Bank is owned 93.99% by
F3DH Halding Comgpany Limitad,

Substantial interest in shares

According o the register of members as at 31 December 2022, the Bank is owned substantially by FSOH
Holding Company Limitad.

Property and equipment

Information relatng fo changes in the property and equipment of the Bank is disclosed in Note 26 to the
financial staterments. In the directors’ opinion, the market value of the Bank's property and eguipment is not
less than the value shown in the financial sfatements,

Customer Complaints

It is the policy of the Bank to respond to customer complaints, disputes and issues swiftly and to take each
complaint serously. We diligently track comgplaint information for continuous improvement of our processes
and genvices. An independant review of the root cause of complaints made is carried out and lessons learnt
are fed back to the relevant business units to avosd future repetition. Customer complainl metrics are
anakysed and reports presented 1o Executive Management and the Risk Management Commillee, Reporis
an cusiomer complamts are also sent o the Central Bank s required,

In line with the Central Bank of Migeria circular reference FPRDIR/CIRIGENIO1/020, the activities of
cusiomer complaints management dask for the period is summarized balow.

Financial Period Dec-22 | Dec-2 [Dec-22 Dac-21 Dec-d2 Dec-21
Penging Camnlaints at start of the pencd 1 - 1 = 1

Cughorner Complaints receved 471 EEETEIE || 454 447

Gusoener Gomplaints resaked 43 1 7 ] ]
Unnesphved Complaints escakated fo e CBM for inbervertion 2 ANl AE0E00)  SESAAT T HIAM
Unressohies Complaings perding weth the Bank a5 al the end of F. z ] p ] ]
e pericd

(o) Report!Staterment on Frauds and Forgeries

In the 2022 financial year, one case of attempted fraud was reported which resulted in no financial loss to
the bank. Accordingly, this was included in our October 2022 retumns on Fraud and Forgeries bo the Central
Bank of Nigeria. {Decembear 2021 Mil)
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(p} Ewents after reporting date

There was no significant event after the reporting date that can materially affect the true and fair position of
the financial statements as at 31st December 2022,

(g} Human resources

Employee consultation and training

The Bank places considerable value on the involvernent of its employees and has continued its previous
practice of keeping them informed on matters affecting them as employees and the various factors affecting
the performance of the Bank. This is achieved throwugh regular and informal mestings betwean management
and staff.

The Bank places a high premium on training and development of its manpower and sponsors employees
for various training courses as appropriate.

Health, safety and welfare at work

The Bank maintains business premises designed with & view to guarantesing the safety and healthy
operating conditions of its employees and customers alike. Employees are adequately insurad against
occupational hazards. In addition, medical facilities are provided 1o amployess and their immediale families
at the Bank's expense.

Equal opportunity

The Bank's poficy is that the highest gualified and most experienced parsons are recruited for appropriate
jobr levels imespective of an applicant's gender, state of arigin, ethnicity, religion or physical condition.
Dwring the year, the proportion of wornen in the employment of the Bank was 50 out of a total staff strength
of 146, which represents 34.25% (December 2021: 42 out of a tofal staff strength of 130, which is 32.31%)
of the workinrce,

Employment of physically challenged persons

The Bank continues 1o maintain a palicy of giving fair consideration o applications for employment made
by disabled persons with due regard to their abililes and apbtude. The Bank's policy prohibits discrimination
of disabled persons in the recruitment, training and career development of its employees. In the event of
members of staff becoming disabled, efforts will be made to ensure that, as far as possible, their
employment with the Bank continues and appropriate training is amanged fo ensure that they fit into the
Bank's warking environment. Currently, the Bank has no person on its staff list with a physical disability

(r} Donations

In order o identify with the aspirafions of the community and the environment within which the Bank
operates, a fotal sum of W22 854 34T (31 December 2021; M359,628 393) was incurred in respect of
donations during the period, Details of the donations and charitable confributions includa;
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In compllance with Section £3(2) of the Companles and Allied Matters ot (CAMA 2020), the Bank did not make
any donation or gift to any political party, political association or for any political purpese during the year.

(s) Auditors

KFMG Professional Sendces, having satisfied the relevant corporate govermance rules on their tenure in office
have indicated their willingness fo continue in office as auditors to the Bank. In acoordances with Section 401 (2)
of the Companies and Alied Maitars Act (CAME) 2020, therefore, the auditors will be re-appeinted at the next

annual general meating of the Bank withou! any resalution passed.

1-5 Ogunlami Streat,
LAC House, 57 floor
Lagos, Migera

BY ORDER OF THE BOARD

Benida

Belanle Meshida
Compariy Secretary

FRCI2019/002/00000020171

23 March 2023
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CORPORATE GOVERMAMNCE IN FSDH

Comporate governance in FSDH is based on the philosophy of building a structured grganization, anchored on
core valuss, with well-defined systems and processes that are adaptive 1o changes in the environment and
resilient enough to cope with succession at all levels. This philosophy has been the guidepost in navigating the
organization through its various phases of growth, It has ensured stability for the Bank, even as the economy
as a whale and the financial services industry, in particular, went through vanous cycles of boom and bust

A1 FS0OH, corporate governance is nol just @bout adopling national and international codes of best practices - it
is rooted in shared values and a culture that aims fo bring out the best in our staff members. This cutture is well
articulated in a "Culture Wheel" and well known fo all members of staff. The culture wheel defines who the
FSOH person s in terms of parsonal attributes and relationship with stakeholders, especially the customer. It is
anchared an five pillars — High Performance, Customer Crientation, Leaming, Caollabaration, and Image Buiding,
The interplay of these five pillars defines who we are and our way of doing business. 1115 reinforced by the
Bank's Code of Conduct, the policies and proceduras in nlace in the Bank, the examples set at the tap by the
Bard and senior management, and the reward system.

The FSOH cullure serves as a powerful tool in shaping the Bank's control and risk managerment emaranment
and has continued to play an important role in improving the govemance systems in the organization. It is the
qhee that binds all the stakeholders together and has resulted in the alignment of the external and the intemal
environment fowards a commaon objective - that of meeting and exceeding the needs of our customers. Chr
unigue gwnership structure has combined with a responsive Board fo prodece a highly empowared managemant
and staff, resulling in 8 governance struclure that promotes accountability and transparency throughaut the
whole organization,

Cwer the years, we have taken daliberate steps towards impraving our governance siructures.  We have pulin
place all the structeres and processes slipulated in the CBN's Code of Carporate Governance, The position of
the Managing DirectorChief Executive (ficer of the Bank 5 separale from the posibion of the Chairman. Bath
positions are occupsed by different people who are not related in any way. We have two independent direciors
and the number of Mon-Executive Directors is more than the number of Executive Directors. We have also
instituionalized the processes for the performance appraisal of directars (both executive and non-exacutive
direciors) and have revised the processes for setling goals for directors.

Directors and members of staff are regulary trained and we have continued fo increase capacity in the key
departments invalvad in tha govemance process, The Bank's Enterprise-wide Risk Management Framework
(ERM) provides the platfoem for the managament of risks in the organization. The ERM is regularly reviewad
and updated in line with changing business and operational circumstances. In addition, the Bank has a code of
professional conduct for directors and members of staff. The code of conduct specifies the Bank's expeciations
from its directors and members of staff,

Furthermore, the Bank has s=t up 8 robust whisle-blowing process a5 an added measure to ensure that the
Board and members of staff of the Bank conform to the Bank’s expectation in the performance of their dubes,
Whistie blowing provides a confidential channel for stakeholders fo report wrong-doing, through hotiines and
confidential email. Our whistle-blowing process was neviewed in October 2020 to make it mone fransparent. This
resulfed in the outgourcing of the process to an independant party - Deloitte Professional Services - a reputable
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professional services and advisory firm. Qutsourcing the whistle-blowing process ensures that no member of
staffin FSDH ks in a posiion to accass the whiste-blowing reports. All reports are processed by Deloile and a
surnmary sent bo FS0H for investgation. Details are contained in the Bank's website: www. fsdhgroun.com.

The Bank adopted a framework for the management of environmental and social risks as stipulated in the
sustainable banking guidalings of the CBM. The aim is to ensure that FSOH camies on its banking activities in
a manner that will ensure the profection of our enviranment, enhancs socal harmany and ensure sustainable
devedopment.  Our sustamable bankng prachces are based on the principles of mesting the nesds of oday
without compromising the nesds of fulure generations. Our policies and processss for on-boarding of cliems
(customers, vendors and suppliers) are very sensiive to environmental and social issves. The results of some
of the measures we have taken in this regard are evident in the bio-friendly work environment that we maintain
and the positive changes from our clients” environmental and social practices. W will continue to seek every
appartunity to strangthen the procasses to ansura that wa contributa our own quota towards ansuring sustainable
banking practices in Nigeria,

OWNERSHIP

FS0H Merchant Bank Limited is one of the subsidianss of FS0H Holding Company Limited. While the ownership
has gone through a number of changes, the qualily has remained the same. The Bank intends to confines to
axplore the oppartunity of the changing ownership structure fo establish key relationships necessary for the
advancement of its sirategic objectives.

THE BOARD

F3DH's Board is composad of experienced and knowledgeable professionals who have made their mark in key
sectors of the economy. The Board is headed by a Chairman. The position of the Chairman of the Board is
separate from the position of the Chief Executive Officer and therefore both positions are not ocoupied by he
same nerson, Al least once a yvear, an evaluation of the effectveness of the Board is performed by an extemal
consultant. in line with the requirements of the CBN's Code of Corporate Governance. An exiernal consultant
is engaged to conduct the Board performance appraisals. The Board has continued fo receive good ratings on
its effactivaness in the performance of its duties.

The Board has four standing committees — the Board Audit Committee, the Board Risk Committee, the
Governance and Mominations Committes and the Board Finance and Strategqy Commitize. Together with the
four committees, the Board provides effective oversight over the operations of the Bank. The duties of the Board
are spelt out in the Board Charter. They include:

# Determination of the Bank's strategic direction and business objectives necessary to ensure long-term
growth and sustained creation of value for customers

# Ensuring the existence of plans and policies for the achievement of the Bank's strategic business objectives

# The establishment of effective risk management framework to identify, measure, and manage risks in the
Bank

# The establishment of a good system of intermal contmls 1o ensure the integrity of inancial raporting and
compliance with laws and regulations

# Fostering a culture of responsibility, fransparency, and accountability through good comorate govemnancs
and adherence to hagh ethical values
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#  Selection, compensation and monitoning of senior management staff and ensuring the exstence of a good
systemn of succession planning

% Approval of major capital expenditure, changes to the Bank's capital struciure, annual budgets, changes 1o
accounting policies and dividend policy

The Board Committees

The CBN's Code of Corporate Governance (20144) requires every Bank to have at least three Standing
Commitess namely. the Audil Commitlze, the Risk Management Commiltes, and the Goevernance and
Nominations Committea. FSDH has all the theee Board Committees in compliance with the Code of Carporate
Governance. Inaddilion to the three Standing Committess, FSDH also has the Finance and Strategy Commitiee
a5 a fourth Committee, Each Board Commitles has a charter approved by the CBN.

The dufies and responsibilities of the Board Committees are summarized below.
The Board Audit Committee

- Ensuring the establishment of effective syastems and processes for the preparation of the Bank's
financial statements.

> Ensuring the existence of good system of internal conlrols in the Bank

> Ensuring the existencs of a good internal audit function to monitor the activities of the Bank 1o
ensure that the Bank's govemance process is working nroperly, that risks are propery managed
and thal applicable laws are being comnlied with,

- Reviewing and monitoring the performance of extemal auditars and recommending 1o the Board
on the appointment and discharge of external auditors

S Ensuring that there 15 an effective system of monitoring compliance with laws and requlabons
and all licanging requirements and the results of management's investigation and follow-up
(inctuding disciplinary action) of any instance of non-compliancs

The Audit Committes is expecied o have a minimum of 3 members and meels al lsas! ance every quarter. The
Inermal Audit Departiment, which is independant of management, reparts directly 1o the Audit Committae,
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The Board Risk Committee
The Commitles comprises a minimum of § members and its duties are:

# Toapprove and review the Enterprise Wide Risk Management Frameawork
¥ The management of market risk in the Bank covering prica nisk, interast rate risk in the banking book and
foraign exchanges risk
* The management of credil risk covering:
»  Cradit risk strategy and policy formulation
+  Cradit approval
» Loan review and credit performance maonitoring
»  Cradit nsk compliance

Management of oparational risk
Management of the Internal Capital Adequacy Process
Management of alher risks which includeas:
o ligguidity risk
»  reputational risk
requlatory complianca risk
caoncantration risk
downgrade risk
business nsk

L

The Risk Management Department, which is indepandent of the operating deparimants, presents regular reports
for the Risk Management Committee,

The Governance and Nominations Committes
The Governance and Mominations Commities is made of 3 members. The Committes's dubias include:

* Regularly review the structure, size and composiion (including the skills, knowledge and experience)
raquirad of the Board compared with its present position and make recommendations to the Board an any
channes the Committes may desm necessary,

= Give full consideration to succession planning for directors and tap management in the courss of s wark,
{aking into account the challenges and opporlunities facing the Bank, and what skils and experlise are
needed on the Board in the fuiure.

#* Be responsible, subject to the Bank's Memart, for identifying and nominating for approval of the Board,
candidates to fill Board vacancies as and when they arise.

¥ Make recommendations to the Board on matters refating to the continuation in office of any director at any
time including the suspension or termination of service of an executive director as an employee of tha Bank
subject to the provisions of the law and their sanvics contract,
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Make recommendations to the Chairman on the membership of other Board Commiliess, taking into
consideration the skills, knowledge and experience required to funclion effectively in those Committees.
Make recommendations to the Board for appoiniments and promaotions of staff from the position of Assistant
General Manager and above,

Determing and agree with the Board the framework or broad policy for the remuneration of the Bank's
Executive Directors and Chairman. (To avoid confict of interest, the remumneration for non-exacutive
Directors shall be determined by the Board and appraved by the Sharshobders).

Determne and agree with the Board the policy for the terms of employment of the Executive Directors.
Reviewing and approving the remuneration structure for the Bank

Review the ongoing appropriateness and relevance of the Bank's Remuneration palicies,

Review annually the remunaration frends across the Bank and the industry in which the Bank operates with
a view to ensuring that the Bank remains competitive in order to refain and attract the right talents
Daterming and agres policy for the reimbursement of the expansas of the Chairman and the Executiva
Directors

Ensure that the disclosures in the audited accounts regarding direciors’ remuneration are adequats and
consisient with the reguirements of the law.

Review and approve the design and structure of all retirement benefit schemas,

The Head of the HR Department presents reports at every sitfing of the Commitee.

The Board Finance and Strategy Committee

The Commitlse comprises & minimum of 3 members and its dubes include:

= Understand, identify and discuss with management the key issues, assumplions, rsks and
oppartunities relating to the development and implementation of the Bank's strategy.

* Ensure that a proper sirategic planning process is implemented. This can be done by satting the
paramaters within which management develops the sirategy — ensure that the stralagy is aligned to
the business objectives and prevailing operating environment, ensure that an annual strateqy retreat is
organized for the Beard and management to provide input into management’s assumptions and
planning, ele,

# Review the mformation made available by management, including business plans and financial,
operational and personnel requirements to implement the agreed strategy.

% Crilically evaluate and make recommendations fo the Board for the approval of the Bank's business
sirateqgy.

¥ Owersee the Bank's Investment planning, execution and monitoring process.

¥ Oversaa tha long-tarm financing sirategy and options for the Bank's projects.

¥ Review annually, the Bank's financial projections, as well as capital and operating budgeats.

* Review on a quarlerly basis with management, the progress of key initialives, including actual financial
results against fargets and projections.
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# Review and recommend for Board approval, the Bank's capital structure, including, but not limited to
mergers, acquisitions, business expansions, alliment of new capital, debt Bmits and any changes to
the exisling capital struciure,

B Oversee the process of capital ralsing and any listing of the Bank’s shares.

# Review the Bank's stralegy and financial objectives and monitor implermentation of those stralegies
and ohjectves.

» Review and approve all operating expenses not in the approved budget that are sbove N10 million,
but not excaeding M50 million. Operating expenses abova M50 milion, not in the approved budget, ans
to be recommended to the Board for approval.

= Review and approve capital expenditure above N10 million but nat exceeding N30 million not included
in approved budgst,

# Review and maks appropriate recommendations ta the Board on any capital expenditure nat indudead
in the approved budget that is above M5O million.

¥ The Committee shall report all expenditure approvals by the Committee o the subsequent meeting of
the Board.

Board and Board Committee Meetings
The record of attendance at meetings of Board and Board Commillees is stated below:
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REMUNERATION POLICY
Intraduction:

The purpose of this section is to provide stakeholders with an understanding of the remuneration policy applied
by the Bank for its employees and Directors (executive and non-execufive).

The Bank's remuneration philosophy describes its approach bo pay and pay peer group and a marked anchor
point within the Bank. |t also indicates the extent of usage of vanable pay or other strategic components for
driving desired behaviour and strategic objectives.

The Bank recognises that its employees and Directors are key to exsecuting its business sirategy. In line with this
realisation, the Bank s cormmitied to developmg and continuowshy refining its Value Proposdion for its employees
and Directors with a view 1o oplimising business results and ensuring sustainability, Given the important role of
remuneration in driving performance, the Bank has put in place 3 Remuneration Folicy that defines the
underlying principles and framework for setiing and managing remuneration in & way that aligns with business
objectives. The Policy follows leading practices, leveraging key principles from the corporate governance code
issued by the Central Bank of Nigeria (CEN) and defines a framewaork for managing remunaration at the Bank.

The Governance & Mominations Commities ("GMC™) of the Bank, on behalf of the Board of Directors ‘e
Board"}, 1s responsible for putting in place and reviewing the Policy. This i in line with the Commitiee’s primary
respongibility of advising the Board on remuneration and all other human resource matters affecting Directors
and employess of the Bank.

Directors {Execulive and Mon-Executive)

The Director's Remuneratian Policy definas a framework for managing Directors’ ramuneration at the Bank,
which coners the following categories:

I Executive Directors (EDs): Managing Director (MD) and Executive Directors (Executives)
Il. Mon-Exgcutive Directors (NEDs): Chairman and (her Mon-Executive [erectors.

The Policy sets forth the Bank's remuneration philosaphy, remuneration structure, the various pay companants,
the rules for administering each remuneration component, remuneration review process, disciosure, reporting
requirements and persons responsible as custodians of the Policy.

The objectives of the Palicy are a5 Tollows:
1. To provide remuneration capable of attracting, retaining, and rewarding wall qualified Directors.

2. To ensure that Directors are adeguately rewarded and mofivated by a remuneration srateqy that adequately
reflects indnvidual efforis and contributions fo the success of the Bani.

3. Align Directors’ remuneration with the Bank's perdformance, Shareholders’ interests, and a prudent approach
to risk management,
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4. Provide a fair, equitable and transparent framewark: for s2tting and managing Directors’ remunsration &1 the
Banik.

5, Promode comphiance with global regulatery frends and govermnance requirements, with emphas:s on long-tem
sustainabiy.

f. Incentivise Directors to deliver sustained performance consistent with strategic goals and appropriats sk
management, and to reward success based on the value created.

Executive managemenl and employess

The goal of the policy s to attract the best hands, meet the needs of all current employess and encourage well
performing employess to stay with the Bank, while oplimizing the wage bill of the Bank. With this, the
cormpensalion structure &5 built 1o balancs both the needs of the employees and the Bank. I is the goal of the
Bank to pay members of staff salanes that are compelitive with other players in the indusiry segment in & way
that will be motivational, fair and equitable. Total compensation may, however, vary depending upon the
performance of the individual staff and their contribution to the global performance of the Bank. In setting the
compensation of membars of staff in the Bank, tha HR Unit, with the approval of the GNC of the Board will
employ indusiry best praclices and existing compansation surveys in determining the appropriate compensation
far all members of staff,

MANAGEMENT

The management is charged with the day-to-day running of the Bank. It is headed by the Managing Directar,
who is also the Chief Executive Officer (CEQ). She is supported by an Executive Director and heads of
departments. In addition, the Bank makes use of standing committees in the performance of certain key functions
whose processes cul across different departments. Tha standing committaes are:

The Executive Committes

The Executive Commities is made up of the Managing Director, the Execufive Director and the Heads of
Departmants. This is the principal decision-making organ of Managament and the commitiaa meets on a manthly
biasis.

The Asset and Liability Management Committea [ALCO)

The ALCO meets monthly and is composed of heads of departments and key officers of the Business LUnits,
Fincon and Risk Management. The Commitiee makes decision on the structure and composition of the Bank's
assets and [abilities and also sets the guidelines on inferest rates.

The Management Risk Committee

The Managemen! Risk Commities is responsible for identifying, quantifying and managing the risks inbarent in
the Bank's operations. The membershin of the Commitles is constituted by heads of departments and key
nfficers in the business units. The Committes is also responsible for monitoring the whole enterprise risk
managemeant framework of the bank ncleding cradit risk, loan monitoring. market risk, operational risk etc.
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The IT Steering Committes

The IT Steering Commitles is resnonsible for making recommendations o Executve Management on the
farmulation of |T sirategies and the idenfification of systems needed to support the Bank's business. It is also
in charge of implementing these systems. The Commitiea is constitutad by the CED and Heads of Dapartments.

The Sustainable Banking Committee

The Committes is charged with the resnonsibility of ensuning thal the Bank conducts its operabons in a way that
will ensurs protection for the enviranment, enhancs social harmony and ensure sustainable development. The
Commitiee ensures that social and environmental risks in all areas of the Bank's operations are identified and
dimensioned; and develops policies and controls to ensure that the risks ane properly managed

18



o et e

Deloitte.

Deloitte & Tauche
Ciwic Towners, Plot GA 1
Cpurnba bAbadivee Avemoe
Victorla lsland
Lapos, Migeria.
Tel: +234 1 2717800
Fay:+234 1 2717801

16 March 2023 wwwi deloitte com/ng

The Chairman

FSOH Merchant Bank Limited
UALC House {Sth — 8t Floors)
1% Odunlami Street

Lageas Bsland

Lages State, Nigeria.

Didaitte & Touche has performed the anmsal review of the corporate governance framewark and evaluation af the
performance of the Board of Directors of FSDH Merchant Bank Limited [*FS0H Merchant Bank”] for the year ended 31
Decamber 2022, The scope of the review included an assessmeant of the strecture, mandate and performance of the
Board, Board Cornmittees and PManagernent a it relates to the overall strategic direction of the company, stakeholder
engagement, diechasures, and transparency.

Ther review was perfarmad incompliance with Section 2.8.3 of the Code of Cargorate Governance tor Banks and Discount
Housas [“CEM Code®| Esued by the Central Bank of Migeria [YCEM®} and the Migerian Code of Corparate Gowarnance
["MCCE"), The scope of the review included an assessmant of kay areas of FA0H Merchant Bank's corporate governance
framework, including the framework of the Board structure and cormposition, Board aperations and electiveness,
assurance functions, corporate disclosures, and relationship with stakeholders. The report of our evaluation was
premized on desk review of relevant gowernance documents, policies, and procedures, intenview sessions with Directors
and seledt mermbers of eaecutive management and survey resporises received Froem the Dinsctors,

Thee result of aur evaluation has shown that the Board and Corporate Governance framewaork and practices in F50H
Merchant Bank cormply with the provisions of the extant Codes of Corporate Governance. We also ascertained that the
key Board functionaries {Board and Board Committes Chairparsons] and the Board Committees mat their responsibilities
under the Codes and governance charters in FS0OH Merchant Bank, The report further highfghts details of our review
activities, ohservations and some recornmendations for the Board and Executive Management’s action for sustained
improvement to the performance of the Board, Corporate Governance and Secretarial functions of FSDH Merchant Bank,

It shoubd be noted that the matters raised in this report are ondy those that came to our attention during the cowrse of
our review. The evaluation is limited in natere and doas not necessarily disclose all significant matters about the company
o reveal oy irregularities. As such, we do nat express any aginicn on the activities reparted. The report should be read
in conjunction with the Corporate Governance Saction of the Annual Report

feurs faithfully,
For: Deloitte and Touche

“‘-lhndr_uﬂ.. sut!b{l'

Ibukun Beacroft

FRC/2020/1CAN/D00000207ES
Partner
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STATEMENT OF DIRECTORS™ RESPONSIBILITIES IN RELATION TQ THE CONSOLIDATED AND
SEPARATE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMEER 2022

The directors accept responsibiity for the preparation of the consolidated and separate financial statements that
give a true and fair view in accordance with International Financial Reporting Standards and in the manner
required by the Companies and Allied Matters Act (CAMA), 2020, Financial Reporting Council of Nigeria Act,
2011, and Banks and Other Financial Insfitutions Act 2020 (BOFLL) and refevant Central bank of Migeria (CBN)
guidelines and circulars,

The directors further accept responsibility for mantaining adequate accounting records a5 required by the
Companies and Allied Matters Act (CAMA), 2020 and for such imtemal control &s the directors determine is
necessary to enable the preparation of annual financial statements that are free from material misstaternent
whether due to fraud or emor.

The directors have made an assessment of the Group and Bank's ability to continue a2 a going concem and
have na reason ko believe the bank will not remain a gaing concem in the year ahead.

SIGNED ON BEHALF OF THE BOARD OF DIRECTORS 8Y:

Fowd Agbaje Zeoe S

Femi Agbaje Bukola Smith

Chairman Managing Diractor
FRGI20141CAN/0D000010052 FRC/2015/1CAN/D0000011192
23 March 2023 23 March 2023
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REPORT OF THE AUDIT COMMITTEE

[ accondance with the provisions of Section 404 (7) of the Companies and Allied Matters Act (CAMA), the
members of the Audit Committee of FSCH Merchani Bank Limited hereby report as follows;

= Wi have exercised our statutory functions under Section 404 (7} of the Companies and Allied Matbers

Aot (CAMAY and ackmowledge the co-operation of management and staff in the conduct of these
responsibiities.

+ 'We are of the opinion that the accounting and reporting palicies of the Bank is in accordance with legal
requirements and agreed ethical practices and that the scope and planning of both the extemal and
internal audiis for the year ended 31 December 2022 were satisfactory and reinforce the Bank's intemal
conind sysiems,

s e have deliberated with the external auditors, whe have confimed thal necessary cooperation was
recehved from management in the course of thelr statulary audit and we are safisflied with management's
responses thereon and with the effectiveness of the Bank's systern of accounting and intermal control,

e

-

Nfusa Ali Baba

Chairman, Audit Commities
FRCI2015/CIBN000D0013151
14 WMarch 2023

Members of the Audit Commities are:
1. Musa Ali Baba - Chairman

2 Nir. Godwin lze-lyamu
3. Kelachi Okoro
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STATEMENT OF RESPONSIBILITY FOR THE CONSOLIDATED AND SEPERATE FINANCIAL
STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2022

Further to the provisions of section 405 of the Companies and Allied Matters Act (CAMS), 2020, we, the
Managing Director/Chisf Executive Officer and Chisf financial Officer, hersby certify the financial statements of
F5DH Merchant Bank Limitsd for the vear ended 31 December 2022 as follows:-

i.  That we have reviewed the audited consolidated and separate financial statements of the Bank for the
year ended 31 December 2022,

ii. Thatthe audited consolidated and separate financial statements do not contain any uninue staternent of
materal fact or omit to state a material fact which would make the statements misleading, in the light of
the circumsiances under wiich such statement was made.

jii. That the audited consolidated and separate financial statements and all other financial information
included in the statements fairly present, in all matenal respects, the financial condition and results of
oparation of the Bank as of and for, the year anded 31 Dacernbar 2022

. That we are responsible for establishing and maintaining infemal contrals and have designed such
internal confrals to ensure that material information relating to the Bank is made known o us by other
aofficers of the companies, during the year andeg 31 December 2022,

v. That there wera no significant changes i infemal controls or in other factors that could significanty
affect intemal confrols subsequent to the date of our evaluation, incuding any cormective action with
reqard to significant deficiencies and material weaknesses,

i, That we have disclased the following information o the Bank’s Auditors and Audit Commitiee:

I, There are no significant deficlencles in the deslgn or operation of Infemal cantrols wilch could adversely
dffect the Bank's ability to record, process, summariss and report financlal data, and have identified for
the Bank's audifors any materlal weaknesses In Intemal controls, and

i, there is no fracd that involves management or other employees wha have a significant rale in the Bank's

internal contral,
Oluwasaun Omole Bukola Smith
Chief Financial Officer Managing Director
FRC/2017NCAN/O000001 7603 FRC/I201SICANQO000011182
23 March 2023 23 Warch 2023
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INDEFENDENT AUDITOR'S REFORT

To the Sharsholders of FSDH BMerchant Bank Lirmited

Report on the Auwdit of the Conselidated and Separate Financial Statements
Opinian

Wia have audited the consobdated and separate fnancal statements of FS0DH Merchant
Bank Limebed (" the Bank™| and its subsidiary ttogether, “the Group®), which comprise;
= ke onsolckated and separate statements ol financial position as at 31
Decernber 2022,
« the consoldatad and separate statementa of profit ar loss and othar
comprehensive income;
+ the consolidated and separate statements of changes in equety;
= ihe congsobdatad and seperate statements of cash flews for the vear then ended;
and
« the notas, comprising significant accounting policies and other explanatory
infomnation.

In ow opinion, the accempanyingconsoldetad and separate financial statemants give a
true and fer wew of the consolidated and separate finanosl position of the Bank and s
subsidary a5 a1 31 Decarmber 22 |, andal iS5 consolidated and Separate firanaial
performanca and its consolidatad and saparate cash flows for the year then ended in
aocordance with International Fnancal Reportng Standards IFRSs) and in the manner
requited by the Companies and Alked Matters Aot {Cama) 2020 and the Financal
Raporting Council of Migaria Act, 2011 the Banks and(} ther Financial Institutions Act,
2020 &nd ralevant Central Bank of Migaria ICBM) Guidebnes and Circulars.

Basis for Opinion

‘W conductad cur audit in accordanca with Intarnational Standards on Auditing {15As), Our
responsibilies  under those standards are  further  describedoser$he
Resporsibilities fov the Qeelt of feens  abcarsd and separate Fyraicial Slalemenis
saction of our regort. Wa are indapendant of the Group aBdnk in accordarce with
Intemational Ethics Standards Board for Accountants Intematona! Code of Ethice for
Frafeasmnal Accauntants ivckaing intemational mdependance Stardards) NESBA Code!
together with the ethical requirements that are relevant to ow audit of the consobdated
and separeta fmancal staterments ildigeria  and wa have tulfilad cur other athical
respangibilities in accordance with these requirements and the IESEA Code. We belwse
thart thie dudit eviclancs wer hive obfained is sufficient and appropeiste to providn a basis
fior our opinaon,

Hey Audit Matters
Ky audit matters ara those mattsrs that. in our professional judgment, wers of mast
sigreficance in our awdit of the consolidated and separate financial staternents of the

e
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current period. These matters were addressed in the context of our audit of the financial
statarmants as a whale, and in fofmmg our asinion thereos, and we do nol preade a
3Eparate cpinkan on these matiers,

Impairment allowance for loans and advances to customers

The Bank's determination of impairment losses on loens and advances to customers is
inherantly a significant area for the Bank as signidicant judgrmaents and assumptions are
made by the Bank cver the estimatan of the size of the impairment allowance.,

The Bank uses an Expacted Credit Loss (ECL) model to determine the size of the
impairment allewance for loans and advances, The ECL methodalogy incorparates the
expectad future credit losses due to mecro-economic varables.

The Bank's ECL modal includes certam judgernants and assumptions such as:

the determination of the probability of a loan becoming past dus and
subseguently defaulting;

the determination of the Bank's definiticn af default;

the criteria for assessing significant increase in credit risk (SICR);

the credit comvarsion factars apolaed in tha ECL modsal;

the rate of recovery on the loans that are past due and in default;

the identification of impaired assets and the estimation of impairment, including
the estimation of future cash flows, market values and estimated tme and cost
o sell collaterals;

* the incarporation of forward-looking information related to the expected outlook
on tha courtry' s inflation rates, exchangs rates and tha Gross Domestic Produwct
IGDF) rates used in determining the expected credit losses in the kaans and
advances portfolos; and

L .

We focused on the impairment allowance for leans and advances to customers due o
the significant judgemeanis, estimates and assumptions made by the Bank in
datarrmining the mpairment allowance raguired.

Howe the matter was addressed in our audit
Our progedures included the following:

= we evaluated the dessgn and implementation and tested the operating effectiveness
of the controls relating to the Bank's review of credit risk gradings for the Bank's
corporate loans and advances. The Bank's review includes details of data inputted
inte the risk grading system as well as tming af the reviews of the credit nisk grades
allocated to counterparties,

= wo evalusted the design and implemantation and tested the operating effectiveness
of the contrels relating to the Bank's rmonitaring and identlication of loans displaving
indicators of impairment

* wie checked that the Bank's definition of default 5 consistent with the requiremeants
ot the relavant accounting standard.

= we assassed the appropriateness of the Bank's determination of significant ncrease
in credit rskiSICR) and the resultant classification of loans into vanious stages of
credit risk for reasonablenses.

= wath the assistance of our Financial Risk Management specialists, wea:
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® assassed the approoriateness of the Bank's ECL methodology by considering
whather it reflects probability-weighted amaournts that are determinad by
eveluating & ranga of possible outcomes, the time valua of money snd
reasonable and supportable information at the reporting date sbout past events,
current conditions and forecasts of future economic conditicns;

¥ tested the accuracy and appropristenesa of the data used in determining the
Exposure &t Default, incheding the credit conversson factor and outstanding loan
balance;

¥ assessed the reasonableness of the Loss Given Default (LGDE used by the Bank
in the ECL meadel and other evidence of future cash fiows by evaluating the
wlpation rapons and assessing haircuts applied Dy tha Bank cn thi racaratiling
ol collateral considering the current economic conditions,

¥ chalkenged the appropriateness of the Bank's lorward-looking assumplaons
cormprising the nflation rates, exchangs rates and GOP growdh rates used n the
ECL calculations using publichy awvailabde information from external souweces;

% testad the sccuracy of the Bank's imgairment modsd by independantly re-
performing the calculations of impairment allowancs for loans and advancss.

The Bank's accounting policy on impairment allowance for loans and adwance and
disclosure on

critical judgements and estimates are shown in Motes 2.2.10 and 3.6 respectively in the
annual financial stetements for the year ended 31 December 2022,

Valuation of Trading asset and liabilities

Tha Trading sseet of the Group relates to obteined by the Bank undar a repurchase
sgreement ywhila the treding liabilities relates to securitiespledged out under a repurchase
BOresment

The bank clessified these securities based on their business model and are walued wsing
observable inputs of similar guoted instruments onFAMDO Group Ple. The Bank's valwation
rodel mcludes certain judgements and assumptions such as the determination of interest
rate used in waluing the securities and estimaton of the present value of the future
cashiflone,

Wi Tocused on the valuation and presentation of thetrading asset and babilities duse to e
complaxty aound the transactons and judgerments and assumptions made by the Bank
in destarmining the valuation of the securities.,

How the matter was addressed in our audit
Qur procsduras included tha tollonedng:

* Wae assessed the appropriatenass of the accounting policies applied by the Groun
against the raguirement of the standards.

* We cbtainad relevant agreament and other supporting document 1o confirm existance
of the transactions.

* We recomputed the interest income and expenss on each fransactions based on the
parameters provided in the agreement.

*  We reviewed the CBN 54 secunties report to cormoborate the schedule of assets
generated as a result of the repurchase agreement

*  We chacked managemant vahation to the rate ofa smilar security frem @ ralavant
achanga, W interpekatad Batagan th ratg of twa Smilar Sacuritiog 19 datarming the
appronriate rate lor the valuation
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+  Woe checked the disclosures in the consolidated and separate fingncal staternents 1o
the requererments of the accountng standards,

The Bank's accounting pobcy on Repurchase Agreemen and disclosure on critical
judgments and estimates are shown in Notes 26 and 3.6 respectively in the annual
financeal statements far the year ended 31 December 2022,

Other Information

The Directars are responsible for the ather infarmation, The ather infarmation comprises
the Directors’ Report, Comaorate Governance Report, Statement of Directors’
Responsibilites, Report of the Audit Committes, Statemeant of Rasponsibility for
Financial Staternent but does not include the consolidated and separate financial
staterments and our auditor's report therson,

Cwr opinion on the consolidated and separate financial statements does not cover the
ather inforration and we do not express any form of assurance conclusion thereon.

In connection with our audit of theonsolidated  and separate linancal staterments, our
responsibility is to read the other information and in doing so, considar whather the other
information is matenally inconsistent with dhescl dated and separate financial
statemnents of our knowledge ebtaimed in the audit or etherwise appears to be matenally
misstated, I, based on the work we have perioimed, we conclude that thers is a matenal
misstaterment of this other information, we are required to neport that fact We have
nothing to repart in this regard.

Responsibilities of the Directors for the consolidated and separate Financial
Statements

The Dwectors are responsible for the preparation olconsolidated and separate financial
statements that gve & true and fair wiew in accordance with IFRSs and in the manner
required by the Companies and Alied Matters Sct JCAMA)L, 2020 and the Financial
Raporting Councel of Migaria Act, 2011 the Banks and Othar Financial Institutions Act, 2020
and relevant Central Bank of Migena (CBN} and for such internal control as the directors
determine is necessary 1o enable the preparation of financial statements that are free from
matenal misstatement, whether due 19 fraud or e,

In preparing theonsolidated  end sepearate finencial stetements, the directors are
responsible for assessing the Group andBank ‘s abdity 1o continue &5 & gQoINg CoNCern,
disclesing, a5 applicabla, maters related 10 gong concern and using the going Concem
basis of accounting unbass the directars aither mtend to bguidate the Group andBank o
to cease aperations, or hawe no realistic alternative but to do sa.

Auditor's Responsibilities for the Audit of the consolidated and separate Financial
Statements

Cwr objectives are to obtain regsonable assurance about whether the consolidated and
separate financial steternents &s a whole are free fram material misstatement, whether
due to fraud of errar, and (o issue an auditar's report that includes our apinion,
Rwasonatbh: asswrance is 3 high lewel of assurance, bul is not a guarantes that an audit
conducted in accordance with 1545 will always detect a material misstatemant whan it
exiats. Misstatements can arise framn fraud ar errar and are considered material if,
individually or in the agoregate, they could reasanably be expected To influsnce the
conamic decisions of users taken an the basis of these linancial statements.
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As part of an audit in accordance with 1545, wa exercsa professional judgment and
maintain professional skepticism throughout the audit. We also:

Identify Bnd assess the risks of material misstaternent obofmolideted and
sesparate financial statements, wiether due to fraud or error, design snd perform audt
procedures responsive (o those risks, and obfain audit evidence that is sulficent and
appropriate to provide a basis for our opinion. The risk of not detecting a material
rmisstatemnent resulting from fraud is higher than for one resulting from error, as fraed
may inealve collusion, forgery, intentional omissions, misrepresentations, of the
averride of internal control

Obtain an understanding of intermal control relevart to tha sudit in arder to design audit
procedures that are approprigte in the circumstances, but not for the purpose of
axpressing an opinion on the effectvenssa of the Group and Bank’s internal control.
Evaluate the sppropriatensss of accounting policies used and the reasonableness of
accounting estirmates and related dsclosures made by the dinactars.

Conclude on the appropriateness of directors” wse of the going concemn basis of
accounting and, based on the audit evidence obtained, whethar a matanal uncertainty
exists related to events or conditions that mey cast significant doubt on the Group and
Bank's ahility to contines &5 a going concern, I we conglude that 8 material uncertainty
masts, we are required to draw attention inoour auditor's report to the related
disclosures in the consolidated and separate financial statements or, i such
discloaures are inadequate, to modify our opinkan. Our conclusions are based on the
auwdit evidence abtained up to the date of our auditor's report. However, future events
ar eenditions may caugs the Group and Bank 1o cease 10 cantinue as & gosng concerm.
Evaluate the overall presentaton, Strecture and content of cdmsolidated and
seqparate financial staterments, including the disclosures, and whether the consalidated
amd separate financial statements represent the underlying trensactions and events in
4 manner that achieves fair presentation,

Obtain suffickent appropaste audt sncence regarding the financal informatan of the
antitiss of buginess activites within the Group to espress an opinion on the
consolidated financial statements. We are responsible for the direction, supsrvision
and performance of the group audit. We remain solely responsible for our sudit
apinien,

Wi communicate with the Board Audit Committes regarding, armong othear mattars, the
planned scops and timing of the audit Brd significant sudit findings, including any
significan deficiencies innternal contral thet we identify duning our audit

From the matters communicated with twe Board Audit Committae. wa determine those
metters that were of mast significance i the audit of the conacolidated and separate
financal atatements of the current period and are thesefore the key audit matters, We
describe these matlers m owr auditor's report, unless lvw or regulation precludes public
disclosure about the matter or whan, in extramely rare circumstances, we determine that
a matter should not be communicated in owr report because the sdverse consequences
af doing S0 would reasonably be expected to outweigh the public interest benefits of such
communication.

Report on Other Legal and Regulatory Requirements
Compliance with the requirements of Schedule & of the Companies and Allad atters
Act [CAMAL 2020,

L We have obtained all the infarmation and explasations which 1o the best of auf
knerededge and belief were necessary for the ourpose of our audit

iL  In our opinion, proper books of eccount have been kept by the Bank, =o far gs
appears from our examingtion of those books,
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iii.  The Bank's statement of financial position and statement of profit or loss and
othar comprahensive income arg in agreamant with the books of account.

Compliance with Section 26 (3] of the Banks and Other Financial Institutions Act, 2020

and Central Bank of Migeria circuwiar BS0/12004

i. The Bank paid penalties in respact of contravention of the Central Bank of Nigena
guidelines and circular during the year ended 31 December 2022, Details of penalties
paid are disclosed in note 48 1o the consalidatad and saparate financial statamants.

ii. Aelated party transactions and balances are disclosed in note 42 to the consolidated
and separate financial statements in cormpliance with the Central Bank of MNigeria
circular BEDY1/2004.

AR Cyeloom.

Adegoke Chyelami FCA,

FRC/Z201 2ACANDO000000444
For: KPMG Professional Services
Chartered Accountants
26 April 2023
Lagos, Migeria
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FE0M MERCHANT DANE LIMITED
CONSOLIDATED AMND SEPARATE STATEMENTS OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
FOR THE PERIOD ENDED 31 DECEMBER 2072

Grawp Bank
Moles 31 Ducember 31 December 31 Ducemk I Decamb
202% 2021 022 2621
M 000 M 'ooe LR LR
Interee] Feomes on Trancial ssaels al fEicccslue bropeh prall o loss LIET] 2197 487 511 488 20T 4BT 511,486
Iiilerui] rciie on Trarsial assels ol M value hrough oller
olm fehesn Incooe Bl 719,680 JEEEA0 ETI9540 3,603,409
Inleres) rcoms on Troancal sssels gl smorlissd cosl LT] 1E791.011 6555 650 1E791.011 6,603,055
1 TR 338 11,068 758 18 TR A 11,060,754
Interast axperss B [12TS3A7R) ([TSERTI)  (127SE4RE) (7 562,727)
Hiat inbaras ncomea 5 410 3505033 88 410 3,506,032
Impairme charme for oedil beses B (1,527 878y [REL-ESRH (1,527 arh)y (146,411)
Mt interest moome &fer impaiment chargs for credi losses 4,521,532 3350621 4,521,552 3,356,621
Hiat Fas and commission incoama T 41,430,832 4,144 5370 41,430,832 1,144,370
Mt garis on financtsl instunsects beld al fsr salue hrough prolil or
lozs -} FrsE 450 E19.550 F G ASD 618,550
Mt gaing on financial inpements. clasaifed a2 tan value tepugh OCI ] &1 ATT 465 551 &A1 ATT 46,551
Other income " 350,359 485,725 3E0,359 405,726
Slaff Cost 1220 (991561 (REMGMA) (2891561 (2226871
Cihar carpling pemanges 120 [BA18152) (2843001 [(AF38152) (2.843,907)
Profit Balors tax 4,053 967 1,007.013 4,053 967 1,007,013
Income e pxpense i3 42 TRy [1202rey 4oz TRy 120,278
Profit after tax 3,580,215 g T 3,580,215 BUG, 741
Cither comorehensive income net of 1ax:
Ibsme Shat may be subssopsntly reclassifed to profit or loes
Mt chaings i fair waliig o FYVOCTTnand al assals ah(d) (2055, 536) 4,933,722} 2055 536) i4133,72%)
Felated income tx - - . -
Tatal comprehensive income for the year TUUATIAED  (babi] A3 660 15,240,001
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18 205 866 &00.142 o04G.BEG 6142

v 10,208,005 3 10,208,003 G
13 460,730 221,873 450,73 BZ1 873
19 NM7IN AN TEE2E.D0Z N7 4 74,625,002
s 54,970,827 38327633 54,970 827 38327 629
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23 25,953 70,721 86,953 TATE
13 g 123,023 - 123029
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] 208,244 75118 200,744 FAERY ]
) 2,237 895 2,526,515 2,237 95 2,536 515
2 16,954 BET 3,285 898 16,554 BO7 3,885 858

257 039,335 168,713,003 257,000,335 186,713,003

M 16, 008, 4 55 B 576,474 16,000,428 LR ]
18 BAT B0 Tag, 48 EAT B2 o a4
o) 30,987 B8 28,147,503 30,187 618 26,947 903
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23 2,768 &6, B0 62,759 6,010
13 5,205 . 35,285 -
X2 12,111,270 28,140,571 12,111,270 29,748,071
a4 X, 0ER, 0 17,290,214 33, BaE0, 480 17,258,216
] 20,747 262 10,88, F72 20,747, 252 10,608,772
a0 125,667 38,022 125, B&T 35,922
231,075,822 161 864,902 _ F31975622 161,064,002
M 2135623 1,533,417 2,138,623 1.833417
ahia) 234,381 530,587 34,381 534 587
350 15,923,273 15550518 15,123,273 15,350 815
LT 7882272 7,458,240 72,272 T455,240
80y (4,451 525) 11,7354, 933) (4451 528)  (1,364,995)
LT 5,014,537 36,126 4,114,137 035 158
k=] 2,902 555 054, 506 2,902 555 2,054 906

23,053,713 26,540,101 25,0653,713 24,848,101

25 083 713 206,840,101 25,083 713 26,048 101
257 028,335 188,713,083 257 000,135

Tha accompanying roles fomsan inbegral par of thees conaolidatad Mnancial statemsants, The fnancial slabemants wara Bpproed and
authorised far issue by the Board of Direchors on 23 March 2023 and wers signed an ibs behalf by

SIGHED QN BEHALF OF THE BDWRD OF DIRECTORS BY:

Femi fgbaje - Chairman
FRCMAMANCANDD00010052

Bukola Smith - Managing Direcier
FRCMI0 SACANDO0G0011102

DHuwaseun Omole - Chief Financial Officer
FRCA FACANMOOGO01 7692

1EB, 713,003
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FSDH MERCHANT BAMNK LIMITED
COMSBLIDATED AND SEPARATE STATEMENTS OF CASHFLOWS
FOR THE YEAR ENDED 31 DECEMBER 1032
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NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2022

1. General information

F30H Merchant Bank Limited {"the Bank™) was incorporated on 23 June 1992 ag a private limited liability company
under the Companies and Allied Matters Act {1990, 11 started oparalions on 1 July 1982 and was granted hcensa
by carry on discount howse business on 10 February 19583, The Bank commenced operations as a Merchant Bank
on 15 January 2013,

These financial stalemants are the consolidated and separate financial slatements of the Bank,

The consolidated and separate financial stataments of the bank for the yvear ended 31 Decermber 2022 were
approved for issue by the Board of Directors on March 23, 2023,

2. Summary of significant accounting palicies

The principal accounting policies applied in the preparation of these consolidated and separate financial
sfatements are st out below. These policies have been consistently applied to all the periods presented, unless
atherwise slated,

21 Basis of preparation

The financial stalements are the separate and comsalidated financal statements of FSDH Merchant Bank Limded
(*the Bank’), and its SPY (herein collectively referred to “the Group™). The Bank issued Naira denominated
unsacured senior dabt and Naira denominated subordinated debt in the prior year through FSOH Funding SPY
Ple, while no fransaction was recordad in the current year,

The financial statements for the year ended 31 December 2022 have been prepared in accordance with
Infernational Financial Reporting Standards (IFRS) as issued by the 1ASE. Additional information required by
national regulations is included where aporopriate. The financial staterments have been prepared in accordance
with the going concem principle under the historical cost convenfion as modified by the measurement of ceriain
financial assets held at fair value. The preparation of financial statements in conformity with IFRS requires the use
of certain critical accounting estimatas. It also requires management to exercise its judgemant in the process of
applying the Group's accounting policies, Changes in assumplions may have a significant impact on the financial
slalements m the period the assumplions changed. Management belisves that the underying assumptions are
appropriate and that the Group's financial statements therefore present the financial position and resulis fairy.
The statement of financial position are presentad in order of lquidity and analysis regarding recovery or settiement
within 12 manths after reparting date (current) and more than 12 months (non-current) are presented in the
respective related notes in the financial stalements. The acoounling policies adopled are consistent with those of
the previous financial period.

a. Funetional and presentation eurrency

These financal stalements are presenied in Migerian Naira, which is the Bank's functional currency. Except where
indicated, financial information presented in Maira has been rounded to the nearest thowsand.
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MOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2022

b. Basis of measurement
These financial statements have baen prepared on the historical cost basis except for the following:

- Financial assets measured al fair value thraugh ather comprahensive income (FVOCH) are measured al
fair value thraugh equity

- Financial assets held for trading are measursd al fair value,

- Loans and receivables are measured at amortised cost.

= Derivative financial nstruments which are measured at fair value.

¢. Use of Estimates and Judgements

The preparation of the financial staternents in conformity with International Financial Reporting Standards (IFRS)
requires the dirsctors to make judgements, astimates and assumptions that affect the application of policies and
reported amounts of assets and liabilties. income and expenges. The estimates and associated assumptions are
based on historical experience and vanous ofher factors that are believed to be reasonable under the
circumstances, the results of which form the basis of making the judgements about carrying values of assets and
liabilities that are not readily appanent from other sources. Actual results may differ from these estimatas. The
aslimates and underlying assumplions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognized in the period in which the estimate is revised and in any fulure periods affected,

Significant estimates and judgements are in relation fo the following as they affect the 2021 financial statements:
1. Impairrment of inancial instruments: key assumobans used in estlimatng recoverable cash flows.

ii. recagnition of deferred fax assels: availability of futurs taxable nrofit against which carmy-forward tax Insses can
be used.

iii. determination of the fair valee of financial instruments with unobservable inputs.

More details are provided innote 3.6.

2.2 New and amended standards and interpretations adopted by the Bank

221 Standards and interpretations effective during the reporting period

Amendments to the following standard|s) became effective in the annual period starting from 1st Janeary 2022,
The new reporting requirements as a result of the amendments andfor clarfications have been evaluated and
their impact or otherwize are noted below:

Interest rate benchmark reform (IBOR)

Phase 2 Amendment o IFRS 9 Financial Instruments, IFRS 16 Laasas, 145 38 Financial Instruments; Recognition
and Measurarment (amendments) IFRS 4 Insurance contracts, IFRS 7 Financial Instruments: Dsclosures, IFRS
16 Leases: requiremants to enable companies 1o deal with its effect on financial instruments and to continue
providing useful information fo investors. The amendments require entities to update the effective interest rate fo
reflect the change to the alternative benchmark rate instead of derecognising or adjusting the carrying amount of
financial instruments for changes required by the reform. An entity will not hawve to discontinue hedge accounting
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KOTES TO THE CONSOLIDATED AND SEPARATE FINAMCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2022

solely bacause it makes changes required by the reform, if the hedge meats other hadge accounting criteria. In
addition, the amendments require companies to provide additional information to investors about new risks arising
fram the reform and how it manages the transition 1o allemative benchimark rates, The graup will transition to
glternative benchmarks as each inlerest rate benchmark is replaced, The Group is currently assessing the impact
of the phase 2 IBOR reform. Group treasury will manage the group's IBOR transition plan. The greatest change
is expectad to be amendmants to the contractual terms of the IBOR-rafarenced floating-rate insfrumants.
However, the changed reference rate may also affect other systems, processes, sk and valuation models, as
well as having accounting imolications

Amendments to 143 1, Presentation of Financial Statements, and IAS &, Accounting Policies, Changes in
Accounting Estimates and Errors,

The IASE has made amendmants to 145 1 Presentation of Financial Statemants and 1AS 8 Accounting Policies,
Changes in Accounting Estimates and Errars which use a consistent definition of matenality throughait
International Financial Renarting Standards and the Conceptual Framawark for Financial Reporting, clarify when
informabon is matenal and incorporate some of the guidance in [AS 1 about immaterial information.

In particular, the amendments clarify:

« that the reference to obscuring information addresses situations in which the effect is similar to omitting
or mésstating that information, and that an entity assesses materiality in the context of the financial
statements as a whole, and

s Ihe meaning of ‘primary users of general-purpose financial statements’ to whom those fnancial
statements are directed, by defining them as ‘existing and patential mvestors, lenders and ofher creditors”
that must rely on general purpese financial statements for much of the financial information they need.

The amendments above did not have any impact on the amounts recognised in prior periods and are nol expeciad
1o significantly affact the current or future periods,

IFRS %, 145 39 & IFRS 7 on Interest rate benchmark reform

On 26 September 2019, the 1458 issued "Interest Rate Benchmark Reform (Amendments to IFRS 2, |AS 38 and
IFRS 7Y a5 a first reaction to the polential effects the Interbank Offered Rate (IBOR) reform could have on financisl
reporting. The amendments are effective for annual reporting penods beginning on or after 1 January 2020,

The International Accounting Standards Board (IASE ) identified two groups of accounting issues that could
imp=act financial reporting namely

1) Pre replacement issues ie., issues affecting financial reporting in the period befors terms of financial
instruments are modrfied,

Z) Replacement isswes i.e., issuas that might affect financial reporting when existing interest rate benchmark is
reformed or replaced.

I45E considersd the pre-replacemsnt issuss 1o be more urgent, and on 26 September 2019 published “Interest
Rate Benchmark Reform (Amendments to IFRS 8, IA5 38 and IFRS 7)" as a first response to the potential effects
the IBOR reform could have on financial reporting,
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HOTES TO THE CONSOLIDATED AND SEPARATE FINAMCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 20d2

The amendments are mandatory and effactive for annual periods beginning on or after 1 January 200 These
amendments do not lead to a change in any of the Group's accounting policies as it does not have any interast
rata hadge relationship.

IFRS 16 Leases {amendment)

In light of the recent Covid-18 pandemic and resultant rent concessions to be granted by lessors, the amendment
permits lessees, as a prachcal expedient, not to assess whether particular Covid-19 related rent concessions are
leaze modifications and instead account for those rent concessions as if they were not lease modifications. The
amendment permats kessees to apply the practical expedient s an accounting policy choce to rent concessions
for which any reduction in lease payments affects payments onginally due on or before 30 June 2021. The group
elected not to apply this practical expedient.

The above-mentioned amendments and inferpretation to the IFRS standards, adopted on 1 January 2022, did not
affect the group's previowsly reporled financial results, disclosures or accounting policies and did not impact the
group's resufls materally upon transition,

2.2.2 Standards and interpretations issued/amended but not yet effective.

Certain accounting standards and imerprelations have been published that are not mandatory for December 2022
reporting periods and have not been early adopted by the bank, These standards are nof expected 1o have a
matenal impact on our current o fulure reparting periods and on foreseeable future transactions,

A Deferred Tax related to Assets and Liabilities arising from a single transaction (Amendments to

1AS 12)

The amendments narrow the scope of the initial recognition exernption to exemphion io exclude transachons that
give rise to equal and offsetting temporary difference - e.g. leases. The amendments apply for annual reporting
perinds beginning an or after 1 January 2023, For lease, the associated defermed tax asset and liabilities will need
i be recognised from the beginning of the earlies!t comparative period presented, with any cumulative affect
recognised &5 an adjustment 1o refained samings or other components of equity at that date,

B Other standards
The following new and amended standards are not expected to have a significant impact on the Group
consolidated and separate financial statements.

+ Classification of Lisbilities as Current or Noncurrent (Amendments o IAS 1)

« |FRS 17 Insurance Conlracts and amendmeants to IFRS 17 Ingurancs conlracls.

+  Disclosure of Accounting policies (Amendments to 145 1 and IFRS Practica)

» [Definition of Accounting Estimates (dmendments fo 1AS 8).

«  Lease Liahility in 8 Sale and leaseback (Amendments 1o IFRS 16)

23 Segment reporting
An operating segment is a component of the Group engaged in business activities from which it can eam
revenues, whose oparating resulls are regularly reviewad by the Group's Executive [Management'Board] in order
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NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2022

toy make decisions about resources to be allocated fo segments and assessing seament performance, The Group's
identification of ssaments and the measurement of segment results are hased on the Group's intemal reporting
o management. Basad on the guidelines of IFRS 8, the Group does not have a reporiing segment.

24  Revenue recognition

The Group recognises revenue when the amount of revenue can be reliably mesasured, it is probable that future
economic benefits will Row to the entity and specific criteria have been mel for each of the Group's aclivities as
described below. The Group bases ds esfimates on histoncal results, taking into consideration the type of
cusiomer, the type of transaction and the specifics of each arrangement. I is also the Group's policy fo recognise
revenue from a contract when it has been approved by both parties, rights have been clearly identified, payment
terms hawve been defined, the contract has commercial substance, and collectability has been ascertained as
probable. Revenue is recognized when contral of goods or sarvices have been transfamed. Control of an asset
refers to the abdlity to direct the use of and obtain substantially all of the rermaining benefits (potential cash inflows
o s3ings in cash outllows) associaled with the assal,

The fodlowing are the income lines of the Group and how incame is recognised:

- Credit related fees: This includes fees charged for servicing loans, issuance fees on guarantees, commitment
fee wihen it is unlikely that a specific lending arrangement will be enfered into. These fees are not integral fo the
loan, therefore, they are not considered in determining the effective interest rate. The fees noted hene are based
on negatiation. The fees are either eamed at point in time or over time dependant on the tarms of the contract.

- Commission on trade related transactions: These are commission eamed on trade-relatad transactions, The
rates are agreed ahead, and incoma is based on the value of the transactions and thus are satisfied at a point in
fime.

- Financial advisory and issuing house activities fees: These are agreed upfront and based an financial
advisory services rendered fo chients, These include capital market ssrice-related fees, brokerage and advisory
fees. The fees are either eamed at point in ime or over time dependent on the terms of the conlracl.

- Other commissions: This includes electranic Grouping charges. account transaction fes, custody fees among
others. The fees are eamed at a point in time.

25 Sale and repurchase agreements

Securities sold under agreements fo repurchase at a specified fiture date are not derecognised from the
statemnent of finanmal position a5 the Groun refains substantialty all of the nsks and rewards of ownership. The
counterparty liability received is recognised in the statement of financial position as a liability and classified as
trading liabilities, including accrued interest. The financial assets are used as collateral on securities lent and
repurchase agreement, reflecting the fransacfion’s economic substance as a loan fo the Group. The difference
batween the sale and repurchase pricas iz treated as inferest expense and is accrued over the life of the
anreamant using the effective interest rate. When the countarparty has the right to sell or re-pledge the securities,
the Grougp reclassifies those securities in its statement of inancial position o ‘pledged assels” as appropriats,
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MOTES TO THE COMSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2022

Securities purchased under agreamants (o rasell {reverse repos) are recordad as due from Group and maasured
at amortised cost. The securities pledged under such agreaments are not incheded in the statement of financial
position.

Securilies repossessed under a reverse repo Iransaclion are recognised in the books of the Group. The
instrurnents are classified in the financial statemeants acconding to their nature and purposs,

26 Financial assets and liabilities
Measurement methods
Amortised cost and effective interest rate

The amortised cost is the amount at which the financial asset or financial liability is measured at initial recognition
minus the principal repayments, plus or minus the cumulative amaortisation using the effective interest mathod of
any difference between that initial amount and the matwrity amount and, for financial assets, adjusied for any loss
dllowance.

The effective interest rate is the rate that exactly discounts estimated fufure cash payments or receipts through
the expected bfa of the financial assed or financial iability to the gross carrying amount of a financial assel (i.e. its
amorlised cost before any mpairment allowance) or 1o the amortised cost of a financial lability. The calculation
does nol consider expectad credil losses and includas transaction cosls, premiums or discounts and fees and
points paid or recelved hal ane integral 1o the affective inferas! rate, such a5 ongmabion fees,

When the Group revises the estimates of future cash flows, the carmying amount of the respective financial assets
or fimancial liability is adjustad o reflect the new astmate discounted using the original effechve interast rate. Any
changes are recognised in prafit or loss.,

Interest Income

Interest mcome is calculated by applying the effective interest rate to the gross carrying amount of financial assets,
except for:

{a} POCI financial assets, for which the original credit-adjusted effective interest raie is applied to the amortised
cost of the financial asset.

(b} Financial assets that are not 'FOCI but have subsequently become credit-impaired (or 'stage 3'). for which
interest revenue is calculated by applying the effective interest rate to their amorfised cost (i.e. net of the expected
credit boss provision).

Initial recognition and measurement

Financial assets and financial liabilties are recognised when the Group becomes & party to the confraciual
provisions of the instrument. Regular way purchases and sales of financial asseis are recognised on settiement
date basis.

At inifial recognition, the Group measures a financial asset or financial liability at its fair value plus or minus, in the
case of a financial asset or financial liability not at fair value through profit or loss, transaction costs that are
incramantal and directly atiributable to the acquisition or issue of the financial asset or financial liability, swch as
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NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR EMDED 31 DECEMEBER 2022

fees and commissions. Transaclion costs of financial assats and financial liabiliies carfed al fair value through
prafit of loss ane expensad in profit of loss, Immediataly after inital recognibion, an expectad cradi loss allowance
(ECL) is recognised for financial assets measured &1 amortised cost and investiments in debt instruments
measured at FVOCI, as described in note 2,10, which results in an accountng loss being recognised in the incame
stalemant when an assst is newly ariginated,

When the fair value of financial assets and liabilties differs from the ransaction price on initial recognition, the
Group recognises the difference as follows:

(&) When the fair value is evidenced by a quoted price in an active market for an identical assst or liabiity
(i.e., a Level 1 input) or based on a valuation technique that uses only data from obssrvable markets, the
differance is recognised as a gaim or loss.

(b} In all other cases, the difference is defermed and the timing of recognition of defermed day one profit or loss
is datermined individually. It is either amortised over the lifa of the instrument, defermad until the

instrument's fair value can be daterminad using market obesenable inputs or realised through setlamant.

Financial assets
Classification and subsequent measurement

Tha Group apples [FRS 9 and clagsifiad its financial assets in the fallowing measurament catagarias:
+  [Fair value throwgh profit or loss (FWPL);
+  Fair value throwgh ather comprehansive income (FVYOC); or
v Amortised cosl

The classiication requirements for debt and equity instruments are described below,

Debt instruments

Dabt instruments ane those instruments that meset the definition of a financial Bability from the isswer's parspective,
such as loans, govemmant and corporate honds,
Classification and subsaquent measurement of debt instrumants depand on:
I the Group's business modal for managing the asset; and
I the cash flow characteristics of the assel.
Based on fhese factors, the Group classifies its debl instruments into ane of the following three measuremant
calagonas:
a) Finandial assets measured al amartised cost
b} These represent assels that are held for collection of contractual cash flows where those cash flows represent
solely payments of principal and interest (SPPT), and that are nof designated at FYPL, The carrying amount,
of thess assels is adjusted by any expecied credit loss allowance recogrsed and measured
i) Financial assets measured at FVOCH

Financal assets that are hedd for codlection of contraciual cash flows and for sefling the assets, where the assets’
cash flows represent solely paymeants of principal and interast, and that are not designatad al FYPL, are measurad
al fair value through other comprehensive incoms (FVOGH), Movemeants in the carrying amount are taken through
Other comprehensive income (OC1), except for the recognition of impairmant gains or losses, interest revenue
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and foreign exchange gains and losses on the instrument’s amartised cost which are recogmisad in the income
statemant.

When the financial asset is deracognised, the cumulative gain or loss previously recognised in OC1 is reclassifiad
from equity to profit or loss and recognised in income. Interast incoma from these financial assets is included in
‘Interest income’ using the effective interest rate method.

Assets thal do nol mes! the criteria for amartised cost or FYOCT are measured at fair value throwgh profit or loss,
A gain or loss on a debl investment that is subsequently measured at fair value through profit or loss and presented
in the income statement wilhin “‘Net gaing on financizl matruments hald for rading' i the penod in which it anses,
unless it arises fram debl instruments that were designated 21 fair valug or which ars not held for trading, in which
cass they are presented separataly in income. Interest income from these financial assets is included in ‘Interest
income’ using the effectve interest rate method.

Business model assessment

The Groun makes an assessment of the objective of 3 husiness modal in which an asset is held at 2 portfolio
levels because this best reflects the way the business is managed, and infarmation is provided 1o management.
The informatian considered includes:

SPP| Test

Where the husiness modal is to hold assals o collect contraciual cash fows or io eollect contractesl cash flows
and sall, the Group assesses whether the financial instruments’ cash flows represent salely payments of principal
and interest (the "SPFItest’), In making this assessment, the Group considers whether the contractual cash flows
are consistent with 8 basic lending arangement I8, inferast includes anly consideration for the time value of
raney, credit risk, ofher basic lending risks and a profit margin thatis consistent with a basic lending arrangsment,
Where the contractual terms introduce exposure o risk or volatility that are inconsistent with a basic lending
arrangement, the related financial asset is cassified and measured at fair value through profit or loss.

Financial assets with embedded dervalives are considered in their entirety when determining whether their cazh
fiows are solely payment of principal and interest. The Group reclassifies debt investments when and onky when
its business modal fior managing those assets changes. The reclassification takes place from the start of the first
reparting perod follawing the change. Such changes are expacted to be very infraguent, and none occurmed during
the period.

Equity Instruments

Equity instruments are instruments that meet the definition of equity from the issuer's perspective; that is,
instruments that do not contain a contractual obligation to pay and that evidence a residual interest in the isswer's
net azsels,
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The Group subsequently measwres all equity investments at fair valug throwgh profit or loss, except where
management has sbected, at initial recognition, 1o revacably designate an equity investmend at fair valug through
other comprehensive income, The Group's policy is 1o designate equily investments as FYVOCI when those
investments are held for purposes other than fo generate mvestment refums. When this election is used, fair value
gains and losses are recognised in OCI and are not subsequently reclassified to profit or Ioss, including on
disposal. Impairment losses (and reversal of impairment losses) are not reported separately from other changes
in fair value. Dividends, when representing a return on such investments, continue to be recognised in the income
statement as other income when the Group's right to recaive payments is astablished. Gains and losses on equity
investmants at FYPL are included in the *Net gains on financial instruments hald for

Irading’ line in the income statement,

27 Derivative financial instruments

Derivatives are initially recognised at fair value on the date a derivative contract ig enterad into and are
subsequently re-measurad at their fair value. Derivative financial instruments are camied as assats when fair value
is positive and as liabilities when fair value is negative,

Changes in fair values are recognised immediataly in the income statement, The Group's derivative iransacbons
consis! af forelgn exchangs forward lransactions a5 al the balance sheal date,

28 Modifications of financial assets

The Group sometimes reneqofiates or otherwise modifies the contractual cash flows of loans to customers. When
thiz happens, the Group assesses whather or not the new terms are substantially different to the orginal terms.
The Group does this by considering, amang others, the following factors:
= [fthe bomower is in financial difficufty, whether the modification mernely reduces the contractual cash flows
to amaounts the borrower is expectad to ba able to pay.
«  Whether any substantial new terms are infroduced, such as a profit sharelequity-based retum that
«  substantially affects the risk prafile of the loan,
«  Significant extension of the loan terrm when the borrawer is nol in financial difficulty,
= Significant change in the interest rate
«  Change in the currency the [oan is denominated in.
« Insertion of coflateral, other sscurity or credit enhancements that significantly affect the credit risk
associated with the loan.

If the terms are substantally different, the Group derecognises the onginal financial asset and recognises a new’
assat at fair value and recalculates a new effective interest rate for the asset The date of renegofiation is
congequantly, considared ta be the datia of initial recognition for impairment calculation purpases, including for the
purpoge of determining whether a significant increase in credit risk has occurred. However, the Group also
assesses whether the new financial assel recognised is deemed 1o be credit-impaired at inilial recognition,
aspacially in circumstances where the renegatiation was driven by the deblor being unable 1o maka the ordginally
agreed payments. Differences in the carrying amount are also recoanised in profif or loss a5 a gain or loss on
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derecognition If the terms are not substantially different, the renegotiation or modification does not result in
darecognition, and the Group recalculates the gross canying amount based on the revised cash flows of the
financial asset and recognises a modification gain or loss in profit or loss. The new groas camying amount is
recaloulated by discounting the modified cash flows at the original effective interest rate (or credit-adjusted
effective interest rate for purchased or originated credit-impaired financial assets).

Derecognition other than on a modification

Financial assets, or a portion thereof, are derecognised when the contractual rights fo receive the cash flows from

the assels have expined, of when they have been transfermed and either,

i the Group transfers substantially all the risks and rewards of ownership, or

{ii) the Group neither transfers nor retains substantially all the risks and rewards of ownership and the
Group has not retained control.

The Group enters into ransactions where it retains the contraciual rights ta receive cash Tows from assetls but

assumes a contractual obligation to pay those cash flows 1o other entiies and fransfers substantially all of the

risks and rewards. These transactions are accounted for a5 'pass through' transfers that result in derecognition if

fhe Groug:

(i Has no obligation to make payments unless it collects equivalent amounts from the assets;

{ii) Is prohibited from selling or pledging the assets; and

{mi) Has an obligation to remit any cash it collects from the assats without material delay.

Collateral furnished by the Group under standard repurchase agreements and securities landing and borawing

fransactions are not derecoanised because the Groun retaing substantially all the risks and rewards on the basis

of the predetermined repurchase price, and the criteria for derecognition are therefore not met. This also applies

i certain securifisation fransactions in which the Group retains a subordinated residual inferest,

24 Financial liabilities
Classification and measurement

In both the current and prior period, financial liabilties are classified as subsequently measured at amorfised
cost, excepl for:

+  Financial liakilities 2t fair value through profit or kss: this classification is appled to dervatives, financial
liabilities hedd for frading {e.g. short positions in the trading booking) and other financial Babilities
designated as such at initial recognition. Gaing or kosses on financial liabilites designated at fair value
through profit or loss are presented partially in other comprehensive income (the amount of change in the
fair value of the financial lability that is attibutable to changes in the credit risk of that liabiity, which is
determined as the amount that is not atinbutable to changes in market conditions that give nise to market
risk) and partially profit or loss (the remaining amount of change in the fair value of the: liability). This is
unless such a presentation would create, or enlarge, an accounting mesmatch, in which case the gains
and losses attributable fo changes in the credit risk of the liabilily are also presented in the income
statemeant;
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+  Financial [iabilites arising from the fransfer of financial assets which did not qualify for derecognitian,
whereby a financial liahility i recognised for the consideration received for the transfer. In subsequent
perinds, the Group recognises any expense incurred on the financial liabilty; and

+  Financizl guarantee contracts and Inan commitmants

Derecognition of financial liabilities

Financzal liabilities ane derscognised whan they ane extinguished (i.e. when the abligation specified in the: conlrac
i5 discharged, cancelled or expires). The exchange betwaen the Group and is ariginal landers of debt insirumanis
with substantially different terms, as well as substantial modifications of the terms of existing financial Eabilities,
are accounted for as an extinguishment of the original financial liability and the recognition of a new financial
liability. The terms are substantially different if the discounted present value of the cash fiows under the new terms,
including any faes paid net of any fees received and discounted using the original effective interest rate, is at least
10% different from the discounied present value of the remaining cash flows of the original financial liability.

In addition, ather qualitalive factors, such ag the currency [hat the instrument is denominated in, changes in the
type of interest rale, new conversion features attached io the instrument and changa in covenants are also taken
into consideration. If an exchange of debt instruments or modification of terms i accounted for as an
extinguishmant, any costs or fees incurred are racognised as part of the gain or loss on the extinguishmant. If the
exchange or modification is not accounted for 35 an extinguishment, any costs or fees incurmned adjust the camying
amount of the liability and are amortised over the remaining term of the modified liabilty

Derecognition of financial liabilities

Financial liabilities are derscognised when they are extinguished (i.e. when the obligation specified in the conbract
5 descharged, cancelled or expires). The exchange batween the Group and s argnal lenders of dabt instruments
with substantialty different terms, 25 well 25 substanbal modifications of the leems of exsting financial kabilities,
are accounted for as an exlinguishment of the original financial liability and the recognition of & new financizl
lizbility. The terrs are substantially different if the discounted present valua of the cash flows under (he new terms,
inchuding any fees paid net of any fees received and digcounted using the original effective interest rate, is at least
10% different from the discounted present value of the remaining cash flows of the original financial liability.

In addition, other qualitative factors, such as the currency that the instrument is denominated in, changes in the
type of interast rate, new conversion featuras attached fo the instrument and changa in covanants are also taken
inte consideration. If an exchange of debt instruments or modification of terms & accounted for as an
extinguishment, any costs or fees incurred are recognised as part of the gain or loss on the extinguishment. If the
exchange or modification is not accounted for 23 an extinguishment, any costs or fees incurmed adjust the carmrying
amount of the liability and are amortised over the remaining term of the modified liabikty.
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The Group assesses on a forward-looking basis the expecled credit losses (ECL) associated with its debt
instrument assels caried &l amorised cost and fair value (hrough other comporehensive income and with the
exposure arisng from loan commitments and financial guarantee contracts.

IFRS 9 outlines a ‘three-stage” model for impairment bagad on changes in cradit quality since initial recognition

as summarised below:

. A financial instrument that is not credit-impaired on initial recognifion is classified in *Stage 1 and has ils

credit risk continuously monitored by the Group.

If a significant increase in credit risk 'SICR) since initial recognition is identified, the financial instrument
is moved to “Stage 2' but is not yet deamed to ba cradit-impaired.
. If the financial instrumant is craditimpaired, the financial instrument is then moved to ‘Stage 3,
. Financial instruments in Stage 1 have their ECL measured at an amount @qual 1 the portion of [ifatime
expacted credil losses thal resull from defaull events possibla within the next 12 manths, Instruments in
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+ Stages 2 or 3 have their ECL measured based on expectad credit losses on a lifetima basis.

+ A pervasive concept in measuring ECL in accordance with IFRS 9 is that it should congider forwarg-
lonking information.

+  Purchassd or originated credit-impaired financial assets are those financial assels that are credil-impaired
on inifial recognition. Their ECL is always measured on a lifetime basis (Stage 3).

The key judgemeants and assumplions adopted by the Group in addressing the requirements of the standard are
discussed bekow:

Significant increase in credit risk (SICR)

When deterrmining whether the risk of default on a financial instrument has ncreased significantly sincs inilial
recognition, the Group considers reasonable and supportable information that is relevant and available without
undue cost or effort. This includes both quantitative and quakitative information and analysis. based on the Group's
historical experience and expert credit assessment including forward-looking information. The objective of the
assassmant is 1o identify whether a significant increase in credil risk has accurred for an exposure by,

« identifying the rating classification &t initial recognition i, investment grade or speculative grade

+ comparing the mitial rating as at initial recognition with the current rating

+  four notches downward movamant in a twenty-five nofches scale is considerad significant

+  for koans initially recognized a3 invesiment grade, a drop fo speculafive grade is considered significant

+  for comorate debt issue, two notches downgrade of the issuer rating is considered significant

+  far all faciities an upward reclassfication of rating to the rating caplured at its initial recognition or higher
is congidered a significant reduction in credit risk and a probationary period of 30 days is triggered.

The criteria for determining whether credit risk has increased significanthy vary by portfolio and include quantifative
and qualitative factors. Using its expert credit judgement and where possible relevant historical experience, the
Group may determine that an exposure has undergone a significant increase in credit risk based on particular
qualitative indicators that it considers are indicative of such and whose effect may not otherwise be fully refiected
in its quantitative analysis on a fimaly basis,

As a backsiop, the Group considers that a significant increase in credit risk ocours no later than when an asset is
more than 30 days past due. There is & rebuttable presumation that the credit risk has increased significanty if
confraciual payments are more than 30 days past due; this presumplion is applied unless the Group has
reasonable and supportable information demonstrating that the credit risk has not increased significantly since
initial recognifion. The number of days past due is detarmined by counting the number of days since the date the
full payment has not been received. Due dates ane determined without considering any grace period that might
be available to the borrower. The Group monitors the effectiveness of the criteria used to identify significant
increases in credit sk by regular reviews o confimm that;

+  the criteria are capable of idantifying significant increases in credit risk before an exposure is in default;
and
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«  there is no unwarranted volatiily in loss allowance from transfers between 12-month PO (stage 1) and
lifetime PD {stage Z).

The Group considers a financial instrument to have experienced a significant increase in credit risk when one or
muore of the following quanfitative, qualitative or backsiop critena have been met:

Qualitative criteria

For large portfolios, if the bormower is on the Watchlist andfor the instrement meets one or more of the following
criteria:

+  Significant increase in credit spread.

+ Significant adverse changes in business, financial and/or economic conditions in which the borrower

operates.

+  Actual or expected forbearance or restructuning.

+  Actual or expected significant adverse change in operating results of the borrower.

+  Significant change in collateral valwe (secured faciliies only) which is expected to increase risk of default

+  Early signz of cashflow/liguidity problems such as delay in servicing of trade creditorsfoans.

The assessment of SICR incorporates forward-looking information. In relation to corporate and treaswry financial
instruments, where a Watchlist is used fo menitor credit risk, this assessment is performed at the counterparty
lewel. The criteria used to identify SICR are monitored and reviewed annually for appropriateness by the Risk
Management Team

Backstop

A backstop is applied, and the finandal instrument considered to have experienced a significant increase in credit
risk; if the bormower is more than 30 days past due on its confractual payments.

The Group has not used the bow credit risk exemption for any financial instruments in the year ended 31 December
2022,

Definition of default and credit-impaired assets

The Group defines defaull as the failure of counterparties to mest the financial and legal obligations including a
deviation from the conditions assocated with the ransaction,

Credit sk default arises fram the failure of an obligor of the Group to repay principal or interest at the stioulated
firme or failure olherwise to perform a5 agreed. This sk s compounded if the assigned collateral anly partly covers
the claims made 1o the borower, or if s valuation is exposed to frequent changses due to changing marked
conditions {i.e. market rigk)

Thas definition is fully aligned with the definition of credit-impaired and 15 tiggersd when it mests one or mors of
the following criteria:
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Quantitative criteria
The borrgwer is more than 30 days past due on its contraciual paymants.,

Qualitative criteria
The Group considers a financial asset lo be in default when:
+  the barrower is unlikely to pay its credit obligations to the Group in full, without recourse by the Group fo
»  aclions such as realizing security (if any is held); or
»  the bomower i past due mone than 90 days on any material credit obligation to the Group. Overdrafts are
considerad as being past due once the custamer has breached an advised limit or been advised of a limit
smaller than the current amount autstanding. In assessing whether a borrower is in default, the Group
considers indicators that are:
qualitative — e, breaches of covenant;
quantitative = e.q. overdue status and non-payment on another obligation of the same issuer to the Group;
and
baszed on data developed intemally and obtained from external sources. Inputs info the assassment of
whether a financial instrument is in default and the significance may vary over time to reflect changes in
circumstances. The definition of default largely aligns with that applied by the Group for regulatory capital
PUTPOSES.

The Group incorporates forward-looking information into both its assessment of whether the credit risk of an
instrument has increased significantly since its initial recognition and its measwrement of ECL. This is based on
advice from the Group's Risk Management Depariment.

The Group formulates & ‘base case’ view of the fulure direction of relevant economic vanables as well as a
representative range of other possible forecast scenarios. This process involves developing two mare additional
BCONGMIC scenarios and considering the relative probabilities of each cutcome.

Extarnal information includes economic data and forecasts published by gavemmental bodies and manetary
authorities in the countries where the Group operates, some intemational organizations such as the OECD and
the International Monstary Fund and selected private-secior and academic forscasiers.

The base case represents a most-likely outcome and is aligned with information used by the Group for other
purposes such as strategic planning and budgating. The ather scanarios represent more optimistic and more
pessimistic outcomas, On an annual basis, the Group carmies oul slress lesting of more exireme shocks o
calibrate its determination of these olher rapresentalive scenarios

The Group has identified and documented key drivers of credit risk and credit losses for each portfolio of financial
instruments and, using an anakysis of historical data, has estimated relationships between macro-economic
variables and credit risk and credit losses.

The factors the Group considers are as shown below:
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1 [Cuan titathes) Criteria |Qualitative
Stage 1 |12 Month ECL = Less than 30 days past dus & Al loans uan initial recognitan
Litetine ECL - Loans that have = Internal / external rating downgrade of * Forbearance by CEN
wilnesaed signilicant monease in  |loans fram imvesiment grade 1o « Bepative modification Srestructure Lo
credit risk nan imsestment grade the original lean agreement e.g. for
= four notches downward movement ina easing the cash-flow burden on the
rweniy-fiwe notches scake in rating, abEgEar
« O nabch internal § external rating = Werilied poor credit rick status from the
downgrade of loans For non-irvestment credit bureau
|grade loans * Changes in reguiatary,
= DbSigation with past dus excasding 3 days |economic, or business of the borrpwer
= |ncrease of more than 300bos in yield that rasults
spread over corres sanding Federal irn b signilicant change @ the borrower’s
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issue meet its debt abligatians
+ For corparate debt ssue, (.g a decing in the
three natches downgrade of demand for the
the issuer rating borrower's sales product
because of a shiftin
technodagy)
= Qerdue stanss and non paymant omn
another
obfgation of the same
Stage X issuer ba the Growp
* Obfgation with past due exceeding 90 days |+ Obligatian with past dus
& Intarmal and external rating downgrads 1o |eeceeding 20 days
Liketime ECL - Loans that have LY rating & Inermal and external
abjective svidence of impairment rating downgrade ta °C"
Stage ¥ |arin default rating

Thie days past dus defaull definition wsed by the Group as criteria in the credit classification for loan loss
provisioning is consislent with the nature and observable trends in the credit of the Group.

Forward-looking economic information is also included in determining the 12-month and lifetime PD, EAD and
LGD, Thess assumobons vary by oroduct type. The assumptions underhying the ECL calculation — such as how
the maturity profile of the PDs and how collateral values change etc. - are monitored and reviewed on an annual
basis.

Farward-looking information incorporated in the ECL models.

The assessment of SICR and the calculation of ECL both incorporate forward-looking information. The Group has
performed historical analysis and identified the key economic variables impacting cedit risk and expected cradit
lnsses for each portfolio.

These economic variables and their azsociated impact on the FD, EAD and LGD vary by financial instrament.
Expert judgment has alsn been applied in this process, Forecasts of thase economic variables (the “hase
ecanomic scenarin”) are provided by the Group's economic and research team on a quarterly basis and provide
the best estimate view of the economy over the next five years. The impact of these economic variables on the
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PO, EAD and LGD has been determined by performing statisical regression analysis to understand the impact
changes in these vanables have had histonically on default rates and on the components of LGD and EAD.

In addifion fo the base economic scenaro, the Group's Research team algo provide cther possible scenarios
along with scenario wesghtings. Thrae olher scenarios were used 1o ensure nordinearities are caplured, The
number of scenarios and their atinbutes are reassessad at each reporting date. The scenario weightings are
determined by a combination of statistical analysis and expert credit judgement, faking account of the range of
possible outcomes each chosen scenario is representative of. The assessment of SICR is performed using the
Lifetime PD under each of the base, and the other scenarios, multiplied by the associated scenario weighting,
along with qualitative and backstop indicatars, This determings whether the whole financial instrument is in Stage
1, Stage 2, or Stage 3 and hence whether 12-month or lifetima ECL should be recorded.

Following this assessment, the Group maasures ECL as either a probability weighted 12 month ECL (Stage 1),
or a probability weighted [fetime ECL (Stages 2 and 3). These probability-weighted ECLs are determined by
running each scenario through the relevant ECL modal and multiplying it by the appropriate scenario weighting
(a5 opposed to weighting the inpuis),

A3 with any economic forecasts, the projections and likelinoods of occurrence are subject to a high degree of
inherent uncertainty and therefore the actual cutcomes may be significantly different o these projected. The Group
considers these forecasts fo represent its best estimate of the possible oufcomes and has analysed the
nanlinearities and asymmelries within the Group's different partiolios o establish that the chosen scenarios are
aporoprately reoresentative of the range of possible scenanos.

Estimation of multi-year exposure at default

Exposure at Defaull (EAD] is an estimate of the Group’s exposure o its counterparty at the time of default, This
estimation (EAD) relales to payment terms, tenure of exposure and the point in tme at which default is expacied,
or actually oocurs. For defaulied accounts, the Group uses the principal amount oulstanding and the accrued
interest at the point of default as the EAD.

Prapaymeant is primarily an aption to bormowiar to make bulk payment {full or partial) for the availed facility ahead
of its schaduled time.

EAD Estimation for certain exposura facilities

Under this category, future axposure to the facility is known, as the counterparly cannof increase its exposure
beyond contractual drawdown schedule. All forms of term loans including amortizing loans, step-up/step-down
loans, bullat loans fall under this category, orovided thers is no prepayment oplion,

Perindic and Daily amorization schedule are generated using both contractual and computed effective intersst
rate (EIR).
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Estimation of multi-year loss given default
Definition of LGD Parameters

Loss Given Default (LGD) parameter is defined as a percentage of exposure that the Group expects not to collact
if default ocours on the contract. 18 is the complement of the Recovery Rate which is the percentage of exposure
that the Group expects o recover in the event thal there is a defaull.

Collateral: This is a property or ofher asset that a bomower offers as a way for a lender fo secure the loan. Since
collateral offers some security to the lender should the borrower fail to pay back the loan, loans that are securad
by collateral tynically have lower credit isk spreads than unsscured [nans.

Haircut: The amaunt of the haircul reflects the lender's parcaived risk of kass fram the assst falling in value or
being sold in a forced sale. Haircut is expressed as a percentage of the collaterals market value,

Discount Rate: This is the rate used o discount all esfimated recoversd cash flows from the perind of collection
b the period of default, The contractual inferest rale i5 used as EIR for stage 3 faciliies, whits the EIR i used for
other stages. Effective interest rate (EIR) is defined as the rate that exactly discounts future contraciual cash
payments through the expected life of the financial asset or financial lEzbility to the gross camying amount of a
financial asset or to the amorlized cost of & financial liability.

Measuring ECL = Explanation of inputs, assumptions and estimation tachnigues

The Expecied Credit Loss (ECL) is measured on either a 12-month {12M) or Lifetime basis depending on whether
a significant increase in credit risk has occurrad since initial recognition or whether an assef is considered to be
credit-impaired. Expected credit losses are the discounted product of the Probability of Default (PO, Exposure at
Default (EAD), and Loss Given Default (LGD), defined as follows:

» The PD represents the likelihood of a borrower defauliing on its financial obligation (as per “Definition of default
and credit-impaired” above), either over the next 12 mondhs (128 PD), or over the remaining Efetime (Lifatimes
PD) of the obligaton

* EAD is based on the amounts the Group expects to be owed at the time of default, over the next 12 months
(12M EAD) ar aver the remaining lifetime (Lifetime EAD). For example, for a revolving commitment. the Group
includes the current drawn balance plus any further amount that is expected to be drawn up to the current
contractual limit by the time of default, should it ocour.

* Loss Given Default (LGD) represents the Group's expectation of the extent of koss on a defaulted exposure,

LGD varies by type of countarparty, type and seniorily of claim and availability of collateral or ather cradit suppor.
LGD 15 expressed as a peroentage loss per unit of exposure af the time of default (EAD). LGD i calculated on a

12-month or lifetims basis, whare 12-month LG s the percentage of loss expected to be made if the default
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oCeurs in the nexd 12 months and Lifglime LGD is the percantage of kss expactad to be made if the default ocours
over the remaining expected lifstime of the loan,

The Lifetime PD is developed by applying a maturity profile to the current 120 FD. The maturity profile looks at
how defaults develop on a portfolio from the point of initial recognition throwghout the [fetime of the loans. The
maturity profile is based an historical observad data and is assumed to be the same across all azsets within a
portfolio and credil grade band. This is supporied by historical analysis,

The 12-manth and lifsime EADS are determined basad on the expecied payment profile, which vanes by product
type.

+ For amortising products and bullet repayment loang, this is based on the contractual repaymants owed by the
barrower over a 12manth or lifefime basis. This will also be adjusted for any expected overpayments made by a
borrower, Early repaymentirefinance assumplions are also incorporated into the calculation,

« For revolving producs, the exposure at default is predicted by taking current drawn balance and adding a
“credit conversion factor” which allows for the expacted drawdown of the remaining limit by the time of default.
These assumptians vary by product type and current limit ufilisation band, basad on analysis of the Group's recant
dafzult data. The 12-manth and Metime LGOS are determined based on the factors which impact the recovarias
made post default, These vary by product type,

* For secured products, this is primarily based on collateral type and projected collateral values, historical
discounts to market'book values due fo forced sales, time to repossession and recovery costs obsarved.

+ For unsecursd products, LGD's are fypically set at 45% as pronosed by BASEL I, Forward-looking ecanamic
information is alse included in determining the 12-month and Wetime PD, EAD and LGD.

Qualitative Criteria
FDs are assigned by grouping facilities based on a shared risk characteristic, .2, homogensous group, The FSOH
internal rating of the obligor was used as the relevant shared characteristic for the purpose of this grouping.
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The Top-Down Approach

The impact of macro-economic varablas on non-performance is determined by the model and applied on ECL
level. Factors considered include:

+ Crude ail price

+ 3&P corporate default rates

Data consideration included values from 2010 to 2019 and forecast for 2022 1o 2026,

PROBABILITY-WEIGHTED ECL COMPUTATION

A key aspect of IFRS 9 is the introduction of forward-looking estimates into the impairment calculation.

The Group incorparates forward-loaking information inta both its assessment of whether the credit risk of an
instrument has increased significantly since its initial recognition and its measurement of ECL, This is based an
advice from the Bank's Risk Management and Research Depariments which have been equipped with relevant
Ipals.

The Group formulates a “base case’ view of the future dinection of relevant economic variables as well as a
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representative range of other possible forecast scenarios. This process involves developing two more additional
SCOnomic scenanos and considering the relative probabilites of each oulcome.

External information includes economic data and forecasts published by governmental bodies and monetary
authorities in the countries where the Group operates, some intemational organizations such as the OECD and
the International Monetary Fund, and selected private-seclor and acadermic forecasters.

The base case represents 2 mostHikely outcome and is abgned with infarmation wsed by the Groun for other
purposes such 8 strategic planning and budgsting, The olher scenanios represent more aptimistic and more
pessimistic oulcomes. On an annual basis, the Group carries oul siress lesting of mare exireme shocks o
calibrate its defarmination of these other representative scenarios.

211 Financial guarantee contracts and loan commitments

Financial guarantee confracts are contracts that require the issuer to make specified payments to reimburse the
holder for a koss it incurs because a specified debtor fails to make payments when due, in accordance with the
terms of a debt instrument. Such financial guarantees are given to Groups. financial institutions and others on
behalf of customers. to secure knans, overdrafts and other Grouping facilities.

Financial guarantee contracts are initially measured at fair vales and subsequently measured at the higher of:

* The armount of the loss alowancs; and

* The premium recsived an initial recognition kss income recognised in accordance with the principles

of IFRS 15,

Loan commitmants provided by the Group are measurad as the amount of the loss allowance. The Group has not
provided any commitment to provide loans at a below-market interest rate, or that can be setiled net in cash or by
delivering or izsuing ancther financial instrument. For koan commitments and financial guarantes contracts, the
boss allowance is recognised a5 a provision,

However, for confracts that include both & loan and an undrawn commitment and the Group cannot separately
identify the expected credi losses on the undrawn commitment component from those on the loan component,
the expected credit kosses on the undrawn commitment are recognised together with the loss allowance for the
laan. Tothe extent thal the combined expectad credil losses exceed the gross canring amount of the knan, the
expecied credit losses are recognised a8 a provision.

212 Write-off

Loans and debt securities ara written off {either partially or in full} when there is no realistic prospect of recovery,
This is generally the case when the Group determines that the borrower does not have assets or sources of
income that could generate sufficient cash flows to repay the amounts subject to the write-off. However, financial
assets that are written off cowld skill b2 subject fo enforcameant activities in arder to comgply with the Group's
procaduras for recovery of amounts dus.
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213 Offsetting financial instruments

Financial assats and liabilities are offset, and the net amount presented in the statement of financial position whan,
and only when, the Group has currently enforceable 2 begal right 1o offsat the amounts and intends either 1o sattle
an & net basis or to realise the asset and sefile the liabilty simultansously,

The financial assats and liabilibes are presented on 2 gross basis. Income and expenses ars presented on a net
basiz only when permitted by accounting standards, or for gains and losses arising from a Growp of similar
fransactions such as in the Group's trading activity.

214  Borrowing cost

General and spacific barrowing costs that ana directly attributable to the acquisition, construction or production of
a qualifying azset are capitalised during the period of time that is required to complete and prepare the asset for
its intended use or sale, Qualifying assets ane 255215 that necessarily take a substantal period of time to gat ready
for their intended use or sale,

Investment income earmed on the temporary investment of specific borrowings pending their expenditure on
qualifying assets is deducted from the bomowing costs eligible for capitalisation.

215  Fees and commission income

Fees and commissions are generally recognised on an accrual basis when the senice has been provided, Loan
commitment fees for laans that are likely 1o be drawn down are defered (loosther with related direct costs) and
recognised &5 an adjustment o the effective nterast rate on the koan. Loan syndication fees ane recognised as
revenue when the syndication has been completed and the Group has retained no part of the loan package for
itself or has retained a part at the zame effective interest rate a3 the other participants. Commission and fees
arizing from negotiating, or participating in the negetiation of, a fransaction for a thind party - such as the
arrangement of the acquisition of shares or other securities, or the se or gala of businesses - are recognized an
completion of the underying transaction. Portiolio and other management advisory and service fees are
recognised based on the apolicable service contracts, usually on a time-apoorionats basis. Assel managemeant
fees related tn investment funds are recogrisad rateably over the perind in which the service is provided. The
same principle is applied for wealth management, financial planning and custody services that are continuoushy
provided over an extendad perind of time. Performance-linked fees or fee components are recognised when the
performance criteria are fulfiled.

216  Dividend income

Dividend income is recognised in the consolidatad statement of comprehensive income when the entity's right to
receive payment is established.

21T Impairment of non-financial asset

Azsols are tested for impairment whenever evants of changes in crcumstances indicate that the carrying amaount
may nof be recoverabla. &n impairment bass is recoanised for the amount by which the asset's camying amount
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exceeds b5 recoverable amount, The recoverable amount is the higher of an asset's fair value less costs of
disposal and value in uss,

For the purposes of assessing impairment. assets are grouped at te lowest levels for which there are separately
identifiable cash inflows which are largely independent of the cash inflows from other assets or group of assets
(cash-generating units). Mon-financial assets other than goodwill that suffered an impairment are reviewed for
pozsible reversal of the mpairment at the end of each reporting period.

218  Cash and cash equivalents

For the purposa of presentation in the statement of cagh fiows, cash and cash equivalents includes cash on hand,
deposits held at call with financial institutions, other short-term, highly liquid investments with original maturities
of three months or less that are readity convertible (o known amaunts of cash and which are subject 1o an
insignificant risk of changes in value,

219  Property and equipment

1] Recognition and measurement

Property and equipment are stated al historical cost less depreciation. Historical cost includes expendilures that
are directly atinbutable to the acquisition of the items. Cost may also include transfers from equity of any gains or
losses on qualifying cash flow hedpes of foreign currency purchases of property, plant and equipment.

‘Subsequent costs are included in the asset’s carrying amount or recognised as a separale asset. as appropriate,
only when it is probable that future economic benefits associated with the fem will flow to the Group and the cost
of the item can be measured reliably. The camying amount of any component accounted for as a separate asset
is derecognised when replaced. All other repairs and maintenance costs are charged to the income statemant
during the reporting period in which theyy are incurrad,

An azsel's nel book value is wiithen down immediately to its recoverabla amaount if the asset's camying amaunt is
grealer than s estimated recoverable amount, Gains and losses on disposals are delermined by comgaring
proceeds with net book valuas. These are included in the income statament.

{ii) Depraciation

Depreciation is recognissd in the stalement of comprehensive income an a siraight line basis to write down the
cost of each assed, to their residual values over the estimated useiul lives of each part of an item of property and
equipment. Leased assets under finance lease are depreciated over the shorier of the lease term and their useful
lives.

Dapraciation begins when an assat iz available for use and ceasas at tha eardier of the date that the asset is
derecognised or classified as held for sale in accoedance with IFRS 5. & non current assed or disposal group is
not depreciated whils il is classified as held for sale,
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The estimated useful lives for the cument and comparative perinds are a5 follows:
Laasahold improvements owver the shorter of the useful life of the lem or lease term. Land is not depraciated

Leasehold imgrovements - 25% or over the lease period

-Office aquiprment - 20%

-Computer equipment - 33%

-(ffice Fumniture and fittings - 12.5% - 25%

-Muotor vehicles - 25%

-Work i progress - 0%

Depreciation methods, useful fves and residual values are reassessad al each reparting date.

(ii}) Dar recognition

An item of property and equipmeant is derecognised an disposal or when no future economic benafits are expected
from its usa or dispesal. Any gain or loss arising on de recognition of the asset (calculated as the differance
between the net disposal procaeds and the carrying amount of the asset) is incuded in statlement of
comprahensive income in the year the asset is deracognisad.

220  Intangible assels

Gosts associatad with maintaining software programs ars recognised as an expense a5 incurred, Development
cosks that are dirscty aftributable 1o the design and testing of idenfifizble and unigues software products controlied
by the group are recognised as intangible assets when the following criteria ane mat:

+ it iz technically feasible to complete the software 20 that it will be available for use

+ management intends to complete the software and use or sell it

« there is an ahility to use or sell the software

+ it can be demansirated how the softwars will generate probable futws economic benefits

+ adequate technical, francal and ofher resources to complate the development and to use or sell the
soflware are available, and

+ the expanditure attributabla to the softwara during its davelopment can ba reliably measurad,

Directly atinbutable costs that are capitalized as part of the software include employee cosis and an appropriate
portion of relevant overheads. Capitalized development costs are recorded as infangible assets and amortized
fram the paint &t which the assst is ready for use. The Group chooses to use the cost model for the measuremsnt
after initial recognition, Prior 1o deployment for usage, such assets are classified under work in progress and are
not subjected to amorization. Amorlisation is calculated over 3 years on a siraight-iine basis. Softwares under
development are reported at cost and are carmiad as work-in-prograss.

2.4 Income tax

{a) Currant income tax
Income tax payable is calculated on the basis of the fax law in Migaria and is racognised as an expense (incoma)
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for the period except fo the extent that the current tax relates 1o items that are charged or credited in other
comprehensive income or direcly fo equity. In these crcumstances, current tax is charged or credited o other
comprehensive income or to equity (for example, current tax on equity instruments for which the entity has elected
to present gains and losses in other comprahensive income).

Where tax losses can be relieved only by camy-forward against taxable profits of futere periods, a deduciible
temporary difference arises. Those Insses camed forward are 581 off against defermed tax liabilities carried in the
cansolidated slatement of financial positian.

Gurrent tax for the current and prior periods is recognized as a liability to the extent that it has not yet been setiled,
and as an asset in the extent that the amounts already paid exceed the amount due. Current tax assets and
liabilities are measured at the amount expected to be paid to (recovered from) tax authorities, using the rates/laws
that has been enacted at the balance sheet date.

The Group does not offset curment income tax liabiities and current income tax assets.

(k) Defarred income tax

Deferred income: tax i provided in full, using the lizbility method, on lemporary differences arising batween the
tax bases of assets and habilibes and their carmying amounts in the consobdated financial statements, Deferred
income tax is determined using tax rates (and laws) thal have been enacted or substanbally enacted by the date
of the consolidated statement of financial position and are expectzd fo apply when the related deferred income
tax asset is realized or the deferred income tax liability is seftled.

The principal temporary differences arise from depreciation of property. plant and equipment, revaluation of certain
financial assets and liabilities, provisions for gratuity and carmy-forwards. However, the defermed income tax is not
accounted for if it arises from inifial recognition of an asset or liability in a transaction ofher than a business
cambinatian that at the tima of the ransaction affects neither accounting nor taxable profit nor loss,

The tax effects of carry-forwards of unused losses, unused fax credits and other deferred tax assels are
recognised when it i probable that fulure taxable profit will be available against which these losses and other
temporary differences can be utiised. The amount of deferred tax provided is based on the expected manner of
realization ar settlerment of the carmying amount of the asset or liabilkty and is not discounted. Deferred 1ax azgets
are reviewed at each balance sheet date and are reduced to the extent that it is no longer probable that the related
tax benafit will be realized. Deferred income fax ks provided on temparary differences anising from investmants in
subsidiaries and associates, except where the fiming of the reversal of the temporary difference is controlled by
the Group and it is probable that the difference will not reverse in the Toreseeable future,

Deferred tax related to fair valee re-measurament of available for sale instruments, which ane recognised in other
comprehensive income, is also recognised in other comprehensive income and subsequently in the incoma
statement together with the deferred gain or loss,
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Defarred income tax assats and liabiliies are offset when there is a legally enforceable right to offset current tax
assals against current tax iabilites and when the deferrsd income 1ax assets and labiliies ralate o incoms taxes
[evied by the same 1ax authority on either the samse taxable enlity or different taxable antiies where there is an
intention to setth the balances an a nel basis.

221  Employee benefits

The Group in addibon to its defined contribution scherme under the Pension Reform Acl also sponsors & nost-
employment plan under which entibes within the Group confribute & percentage of employess’ basic salary o a
fund manager in favour of the employess. The amount of the post-employment benefits received by the employes
is determined by the amount of confributions paid by the company lo the post-employment benefit plan, iogether
with investment returns arising from the confribufions. Thus, actuarial isk (that benefits will be less than expected)
and imvestment risk fall on the employee.

(g} Fost-employment benefits

The Company operates a defined confribution scheme in line with the subsising Pension Act 2014 whers
employvees are entitled to join the scheme on confirmation of their employment. The employee and the Company
contribute 6% and 12% respectively of the employee's basic salary, transport and rent allowances. The Company
has no further payment obligations once the contributions have been paid. The contributions are recognised as
employee banefit expenses when they are due. Prepaid contributions are recognised as an assef to the extent
that a cash refund or a reduction in the future payments is available.

(b} Post-employment defined contribution plan

The group sponsors & post-employment defined contribution plan under which entifies within the group contribute
a percentage of employees” basic salary 1o a fund manager in favour of the employees. The amount of the post-
amploymeant benafits recaivad by the employee iz determined by the amount of contributions paid by the company
to the post-amployment benefit plan, togathar with invastment rafums arising from the contributions. Thus,
actuarial risk (that banefits will be less than expectad) and invastment risk fall an the employes,

() Short-term employes benafits

Short-term employee benefit obligations are measured at undiscounted basis and are expensed as the ralated
service ig provided. A liability is recognised for the amount expected 10 be paid under shor-term cash bonus or
profit-sharing plans if the Bank has a present or constructive obligation to pay this amount as a resull of past
service provided by the employee and the abligation can be astimated refiably.

223 Provisions, contingant liabilities and assets

Provisions are liabilities that are uncertain in amount and timing. Provisions ane recognised when the Group has
a present kegal or constructive obligation as a result of past events and it is more likely than not that an outflow of
resources will be required to settie the obligation and the amount can be refiably estimated. Where there is a
number of similar obfigations, the Bkefihood that an outfiow will be requirad in sefflement is determined by
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considering the class of obligations 25 a whols, A provision is recognised even if the likelihood of an outflow with
respect to any one item incleded in the same class of ohligations may be small. Pravisions are measured at the
present value of the expenditures expected to be required fo setile the obligation using a pre-tax rate that reflects
current market assessments of the time value of money and the risks specific to the obligation.

A& contingent liabdity is a possible obligation that arises from a past event and whose existence will be confirmed
only by the securrencs of nan-occurrence of ane of more uncerain future svents not wholly within the control of
the Group or the Group has a present obligation a5 a result of 2 past event. |tis nol recognised because it is not
likely that an outflow of resources will be required to seftle the obligation, or the amount cannot be reliably
estimated. Contingent liabilites normally comprise of legal claims under arbitration or court process in respect of
which a liaiility is not likely to ecour,

& confingsnt asset is a possible asset that arisss from past events and whose existence will be confirmed anly by
the ocourrence or non-occurrence of ong or more uncertan fulure events nol wholly within the cantrol of the
Group. Contingent assets are not recognised as assets in the consolidated statement of financial position but is
disclosed if they are likely to eventuate.

2.24  Share capital

(&) Share issue costs
Incremental costs directly attributable to the issue of new shares or options or to the acgquisition of a business are
shown in equity as a deduction, net of tax, from the proceeds.

i) Dividends on ordinary shares
Dividends on ordinary shares are recognisad m eauity in the period in which they are aporoved by the Group's
shareholders, Dividends for the year that are declared after the date of the consohdated statement of financial
pasition are dealt with in the subsequent events note. Dividends proposed by the Direciors’ but not yet approved
by mambers are disclosed in the financial statements in accordance with the requiremants of the Company and
Allied Matters Act 2020 (CARMA).

(] Statutary Reserve

Migerian Banking regulations require the Bank to make an annual appropriation to a statutory reserve. As
stipulated by 5.16 (1) of the Banks and Other Financial Institufions Act of 2020 (Amended), an aporopration of
30% of profit after tax is made if the statutory reserve is less than paid-up share capital and 15% of profit after tax
il the statutory reserve is greates than the paid up share capital,

(d) Credit Risk Reserve

In comphance with the Prudential Guidelines for Licensed Banks, the Bank assesses qualifying financial assets
using the guidance under the Prudential Guidelings. These apply objective and subjective criteria fowards
providing for losses in sk assels. Assels are classified as performing or nan-parfarming. Non-performing assets
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are further classed as Substandard, Doubtful or Lost with attendants’ provision as per the table balow based on
objective crileria,

Classification Basis Percentage provided
Substandand Interest andfor principal overdue 10%

by 90 days but less than 1680

days.
Doubtful Interest andfor principal overdue n0%

by more than 180 days but less
than 365 days.

Lost Interest andior principal overdue 100%
by mare than 365 days.

A mare aceslerated provision may be done using the subjective criteria. A 1% pravision is taken on all risk assals
ned specifically provisionsd, Tha resulls of the application of Predential Guidslines and the impairment determinad
for these assets under IFRS 9 are compared, The IFRS 9 determined impairment chargs is always included in
the income staternent. Where the Prudential Guidelines provision is greater, the differsnce is appropriated from
Retained Eamings and included in @ non-distributable reserve called "Credit Risk Reserve”. Where the IFRS 9
impairment is greater, no appropriation is made and the amount of the IFRS 9 impainment is recognised in the
Staterment of Comprehensive Income.

All provisions determined under Prudential Guidelines are comparad with that of IFRS in line with the CBN
guidelines.

.25 Earnings per share

The Group presents basic and diluted eamings per share (EFS) for its ordinary shares. Basic EPS is calculated
by dividing the profit afber tax atribetable to ordinary shareholders of the Growp by the weighted average number
of ordinary shares outstanding during the period excleding freasury shares. Diluted earnings per share is
calculated by adjusting the weighted average number of ordinary shares outstanding fo assume conversion of all
dilutive potential ordinary shares,

226 Comparatives

Except when a standard or an inferpretation permits or requires otherwise, all amounts are reporied or disclosed
with comparative infarmation. Whera 1AS & applies, comparative figures have been adjusted to confarm to
changes in presentation in the current year.
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227 Rounding of amounts

All amounts disclosed in the financial statements and nofes have been roundad off to the nearest thousands of
naira unless atherwise stated.
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31 Enterprise Risk Management Review

Management is fully aware that every financial, operational or strategic decision made may either adversely affect or
strengthen our ability to meet the Bank's organizafional objectives. Management i also aware of the need o
balance the contradictory pressures of greater entrepreneurialism with loszes from downside risks. Thus, risk is seen
as the level of exposure - opportunity, threat, and uncertainty that must be identified, understood, measured and
affectively managed, as the Bank's execules is strategies 1o achieve its busness objectives and creale value.

The risks associated with the Bank's businesses inchude - financial risks (which consist of credit, marked, and liquidity
risk), operational risk, concentration risk, reputational sk, inlerest rale risk, downgrade risk, business Ask, regulatary
compliance risk and envirenment and social isk,

For the: Bank to achieve long term success, it must manage all chosen opportunities and identified threats effectively
withim the Bank's risk appetite.

The nsk management philosonhy and culture are the s=t of shared beliefs, values, affitudes and practices that
qovern how Management considers the risks inherent in the Bank's business activiies, from strategy development
and implementation to day-to-day activities.

Management’s risk philosophy is conservative. We believe that a sound risk management system is the foundation
for building a vibrant and viable financial instiéution. Therefore, an enterprise-wide approach to risk management has
been adopted, wherain key risks, financial and non- financial, from all areas of the business are managed within the
context of tha Bank's risk appatibe.

Consequent upon is risk management philosophy, the Bank sirives to embed the following gueding principles of its
risk cufture into itz daily praclices:

a. The Bank insists on a robust isk management governance structure that enables it o manage all major aspects
of s activities through an integrated planning and review process that includes strategic, financial, customer and risk
planning.

b Our Board and Senior Managameant insists on and promates a strong culture of adherance fo limits in managing
risk exposura,

o, Risk management in the Bank is governed by formally documented and defined policies and procedures, which
are chearly communicatad to all.
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d. The Bank avoids products, businesses and markats that it doas not fully understand or for which managamant
cannod reasonably and objectively measure and manage the associated rsks.

&, The Bank sfrives to maintain a balance between riskiopportunity and revenue consideration with its risk appetite.
Thus, risk-redated issues are considerad in all our business decisions,

f. The Bank creates and evaluates busingss units and enferprise risk profiles o consider what is best for ils
individual Bank's units and the Bank as a whole,

g. The Bank's risk officers are empowered o perform their dulies professionally and independently within clearly
defined authoribes,

h, Staff are encouraged 1o disclose inherent risks and actual losses openty, fully, honestly and quickly,

i, The Bank creales a process for institubionalsing the lessons leamed from sk events and penalses negligent
fecUrmante.
J. The Bank has zero tolerance for breach of laws and regulations.

k. The Bank has zero appetite for associating with disreputable individuals and organisations

Our risk managerment objectives are as follows:

a. To identify our material risks and ensure that our business plans are consistent with our risk appedite.

b. To ensure that owr business growth plans are properly supported by an effective and efficient risk management
funition.

¢. To manage our risk profile, ensuring that specific financial deliverables remain possible under & range of possible
business condibions.

d. To oplirmise our risk and return irade-off by ensuring thal our business unils act a5 primary risk managers whils
establishing strong and independent review and challange siruchures,

e, To protect the Bank against unexpected losses and reduce the wolatility of our eamings.

f. To maximise risk-adjusted opportunities. earnings potential and ulimately our stakeholder value.
. To help Managament improve the control and coordination of Ask-laking acrss the Bank,

. To build a risk-smart workforce and environment that allows for innovation and responsible risk-taking by our siaff
while enswring cost-effective and legitimate precautions are faken fo protect the sharehobders’ interest,

The Bank's risk appebte arficulates the quantum of residual risk it is prepared to accept or tolerate in purswt of s
strateqic business objectves,

The Risk Managemeant department parodically racommends specfic measures relating 1o these paramaters to the
Board for approval. The risk appatite guides in setting the paramaters listed below:
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Fimancial

a. Financial and prudential ratios are sef fo meet the minimum statutory reguirements
b Capital-at-rizk drivan by the Bank's shareholder value creation objectives.

o, Capital adequacy |3 sel to exceed the minimum regulstary limils,

Credit

a. Assaf guabty, measured by the ratio of non-performing hoans to total loans.

b Maximum credil exposure per industry, product, obligor.

¢, Zero tolerance for undisciplined lending.

Reputational

a. Favourable reports from external auditors and rating agencies.

b. Zero folerancs for any utterance by directors or employess) that may impact negatively on the Bank's operations.
c. Zero appetite for association with disreputable individuals and organisations.

d. Zero appetite for unethical or illegal andior unprofessional conduct by our dirsctors, executive management and
staff.

Ratings

The Bank aims 1o achieve consistently good ratings issued by domestic or inlemationally recognised rating
agencies. The ratings must reflect sound financial &ssel quality, strong Bowdty position, sirong capital adequacy
lewel, sirategic positioning in the fundameantals, excallant acanomy and potential for supariar earnings.

Customer Service

a. Acceplable custorner atirition level as defined by the Board,

b Minimum acceplable percentage of satisfed customers from fesdback surveys
¢. Acceptable complaints volume.

Regulatory

a. Zero amount or number of sanctions by the CBMN and ather regulatary agencias,
b. Zero folerance for infractions and non-compliance with laws

Market Risk

Thie fallowing are the objectives for managing market risk in the Bank:

» [aintaining market risk within limits in Ene with the Bank's risk appatita;

» Identifying and accurately measuring our markat risk exposure 1o aid efficient decision making; and
+ Mitigating and menitoring cur market sk exposures effactively.

The Bank in managing market risk fracks the following limits:
a. Trading limit

b. Siop loss limits

c. Imerest rate gap limils
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Liquidity Risk

The Bank tracks the foliowing limits in compliance with regulatory reguirements andior 1o conform fo leading
pracfices in liquidity risk management:

&, Liquidity ratho sel 1o exceed minimum regulatory limils

b. Total deposils fo lotal assets

¢. Duration of liquid asseis

d. Large fund provider to total deposits

&, Capital adequacy

f. Total loans to total deposits

g. Total eaming assets to total asseis

h. Aggregate large credit to shareholders funds

Senior management proposes @ well arficwlzled risk appetite framework and recommends it 1o the Board for
anproval annually. It also establishes a process for allocating the appetite among the business units and subsidianes
and reparting against these kmits.
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32 Market Risk

Market risk is the risk that the fair value of fulurs cash fiows of @ financial instrument will fluctuste becsuss of
changss in market prices, Markst nsk comprises bath currency sk and price risk, Currency risk is the risk that
the fair value or fulure cash flows of a financial instrument will Ructuate because of changes in foreign exchange
rates. Price risk is the eamings risk from changes in interes? rates, foreign exchange rates, and equity and
commadity prices. Price risk anses in non-trading portfolios, as well as in trading portfolios. The objective of market
risk management 15 to manage and confrol market nsk exposure within acceplable parameters while optimising
the reburn on sk,

321 Management of market risk

The Risk Management unit is mandated to assess, monitor and manage market risk for the Bank. The primary
objective of the Risk Management unii is to establish a comprehensive and independent market risk condriol
framework.

The Group's marked risk objectives, policies and processes are amed al matiuting a model that objectively
identifies, measures and manages market dsk in the Group and ensure that:

+ The individuals who take or manage risk clearly understand it

* The Group's risk exposure is within established Bmits

+ Risk taking decisions are in lne with business sirategy and objectives set by the Board of Direclors
+ The expecied payolfs compensate for the risks taken;

« Sufficient capital, 25 a bufier, is available 1o take risk

3.2.2  Market risk measurement

The Graup currently applies Mon-Valug at Risk measures in the measurement and management of market risks.
The techniques currently used tn measure and control market risk include:

Paosition Limit

The Board of Directors with the input of Risk Managemant unit sets limits on the aggregate trading portfolio for
overnight positions. This limit, which is a product of our model fracking facior sensitivity, is reviewed frequently
depending on market wolatility.

Trading Limit

Rizk Managament unit has put in place trading limit for all securities traders. Limits have been set based on
expenence and hierarchy, as it would be risky for fraders to hawe equal ability to commit the Bank. Limits are
reviewed annually.
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Mark-to-Market

The Risk managament unil, independent of the Treasury Unit., doas the mark-lo-market process, Dadly market
quates are abfained fransparently, and the unrealized profit or losses are computed. The results are presentad 1o
management daily,

Other market risk measures

Other market nsk measures specific to indwidual business units include permissible instruments, concentration of
exposures, gap lemits, issuer limits, maximum tenor and stop boss friggers. In addition, only approved products
fhat can be independently pnced and propery processed are permitted fo be traded.

Fricing models and risk metrics used in production systems, whether these systems are off-the-shelf or in-house
developed, are independenthy validated by the Risk Management unit before their use and periodically thereafter
to confirm the continued applicability of the models. In addition. the Risk Management unit assesses the daily
liguid closing price inputs (used fo value instruments) and performs a review of less liquid prices from a
reasonableness perspeciive at least monthly.

Where differences are significant, mark-to-market adjustments are made.

Annual net interest income at risk

A dynamic forward-locking annual ned interest income forecast is used to quaniify the Bank's anticipated inferest
rale expasure. This appraach invalves the forecasting of bath changing balance shest slrectures and interest rale
soenano, fo determine the effect thess changes may have on fulure earmings, The analysis i completed wnder
bty nermal marke! conditions as well 25 siressed market conditions.

Stress tests

Siress lesting provides an indication of the polential lsses that could eccur in extremes market conditions and is
camed out to augment other risk measures that are used by the Group, such as market risk faclor sensitivities,
These stress scenarios are typically wsed to highlight exposures that may not be explicitly incorporated by specific
sensitivity caloutations (such as basis, price and comelation) that can be the source of large losses when
abnormally large market movements occur. Stress testing also attempts o indicate the size of the loss provoked
by any of @ number of unlikely but possible shock events given current posifions held. The siress tests carmied out
include individual market risk factor testing and combinations of market factors on individual assei classes and
across different asset classes. Stress tests include a combination of historical and hypothetical simulations.

3.2.3 Foreign Exchange Risk

The Group fakes on exposure to the effects of fluctuations in the prevailing foreign currency exchange rates on
its financial position and cash fiows, primarily with respect to the US dollar. The bank is expossd fo foreign
exchange risk primarily through its assefs, managing customers' deposits and through acling as an intermediary
in foreign exchange transactions.

The Group has a robust risk management system that identifies, measures and mibigates the foresgn currency
axchange rate risk on its financial position and cash fiows. Apart from reguiatory imposed limits such as the net
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apen pasition limit (OPL) which is sat at 0.5% of Shareholders' funds that helps fo limit these exposuras, the bank
has market risk limits such a5

« Daily mark-to-market mechanism that revalue all cumency posiions daily, ensuring that forsign cumency
positions are valued at current marked price and nof at cost.

* An Open Position Limit that is more stringent than the regulatory limit.

« A Bank wide limit on the maximum volume of foreign currency denominated securiies to imest in.

+ Agaragate position limits for individual currency positions, which limits axchange rata risk in all curencies that
the bank has exposures,

The Group mitigates the changes in fair value afiributable fo foreign-exchange rate movements in certain
transactions, Typically, enlering inlo & forward forsign-exchange contract is used as a peeferred hedging
mechanksm, In addition, the Group enters into currency swans fo hedge against foreign exchange risk in the year
2014, the CBM issued a policy stating that the Net Open Posstion (long ar short) of the averall forsign currency
assets and liabilibes taking into cognizance both those on and off-balance sheet should nof excesd 10% of
shareholders’ funds unimpaired by losses using the Gross Aggregate Method,

The Group does a daily monttoring of its foreign currency balance sheet to ensure that Open positions do not
exceed requlatory prescribed limit.

The table below shows a breakdown of financial assets and financial liabiities by curmency.
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3.2.4 Interest rate risk

The Group is exposed to cash fiow interest rate risk, which is the risk that the future cash fiows of a financial
instrumnent will fiuciuate because of changes in market interest rates. Fair value interest rate risk is the risk that
thve fair value of a financial nstrement will fluctuate because of changes in market interest rate risk, One of the
Group's primary business functions i providing financial products that mest the needs of its customers. Loans
and deposits ana tailored to the customers requirements with regard to tenor, and rate type. Nat Interest Income
(NI} B the diffierence betwean the yield samead on portinlio assats (including customer loans) and the rate paid
an the liabilities (including custormer deposils or wholesals borrowings). NIl is affected by changes in the level of
interest rates.

Maovernents in interest rate an the Groun's core activities affect its reparted eamings and book canital by affecting
the Met Interest Income (NIl The value of the Group's assets, liabilities, and interest-rate-related, off-balance-
sheet items is affected by a change in rates because the present value of future cash flows, and in some cases
the cash flows themsalves, is changed.
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The Group's primary strateqy for managing infarest rate risk is 1o match inlzrest rate sensitivities of bath sides of
its Balance sheet, In this respect, the Group separately ientifies and classifies its assets and liabiliies hased on
their sensitivities i.e. fioating vs. fixed rates. All foating rate components of the Balance sheet are managed aganst
a defined benchmark rate.

All fived rate components ane managed against a re-pricing profile benchmark to be determined by the ALM desk
and approved by the ALCO.

The table below summarises the Group's interast rate gap position:

Group and Bank Carrying Variabhe Fixed Nom interast-
3 December 2022 amaunt inferest Inberest bearin
W' N'e0D W00 N0

Assets

Cash and halances wih cantral bank 43,153,956 - - 43,193 956

Loans and recaivables o banks 4304210 - 4504 210 -

Financil Instruments thrawgh Proff o Lass 206,856 - H06 BG6

Trading Assels 10,208,003 10,208,003

Dervative financial nstrumants 450,730 - dG0, 730

Loans and recaivables o customers 117291 424 10,000,011 107,211 410

Investmanl securntias 54 870,827 - 54,570,827

Pledned assels 6,212,356 - 6,212 356 -

Right af uss assels 05,253 - - 85953

Ciner asssls 20,174,013 - - 20174013
267,029,335 10,000,011 183,574 401 63458 913

Liabilities

Dus ta banks and Oher Financial Instbutions 30,1687 518 - 30,187 514 -

Dus ta customess 68 251 471 - 66 525 609 32715 562

Distacative financial nslrumants 587 602 - E4T g02 -

Trading Liabitias 16,008 428 - 6,008 428 .

Leasa lhiies 62,759 - - B2.758

Oither labiites 20,747 052 = = 20737 252

Dbt securtes issued E2111,570 - 211270 -

Oier borrowad funds 13 668 180 = 33 BEE 380 .
231,514,680 - 178,288 407 53525 675

93



o et e

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMEMNTS
FOR THE YEAR EMDED 31 DECEMBER 2022

Carvying Variskle Foed W inbet st
31 Dwcambar 2121 amounk intarest nbarest baarin
Nadn LT LR LR
ARBals
Cash and bakances wih cenlral benk 44,129 470 . " 4 193,479
Loans and renshabias o banks 1. - [ 2] -
Firsangial asseds held fof rading 600,142 - 00,142 -
Ciariatve fnancial instimnts &an . = 14T
Loans and recehabiog 1o cuglomers TH 526,902 5,104 547 £5,736,090 1,786 355 11
Iresmen| securties W7 AN . R OTR T4 RE3
Pledged st 12,757 /565 ' 12,757,565 -
Righl of use assets To™ . = TOT a8
Ciher assels 3,000 554 - - 3088 65
184,285 086 6,104 547 12‘!146!,1l]-2 50,720,448
Liabiities
Dl I hanks. 6,147 502 - 05,104,330 4357540
Dlus |0 cushomens 71,751,332 - 71,750,582 -
Diesrative fmanoal mstuments T D46 . = TO8 46
Lecde batiitis EGEI0 - - BE.B10
Cther Inbiiies 11,035 584 . = 11,055 65
Dt B bess s ued 23.48ET = 25,148,571 =
Cther bamoavead funds 17,208, 218 - 17 208 21623 -
56,280 422 - 44,346,290 1184272

In monitoring and measuring its Interest Rate Risk exposure, the Group monitors set gap limits and measures the
pofential impact on net interest revenue over a specified period, for the accrual posiions, fram a defined parallel
shift in the: yisld curve, It is & forward-looking measure, analogous 1o factor sensitivity an the trading portfalios
We measure the potential change of interest rate margin of the Group for 100 basis points parallel change of
interest rate cunse in the harizon.

In oeder 1o manage these risks effectvely, the Group may modify oricing on new custarmer kans and deposis,
enter into fransactions with other institutions or enter into forward exchange contracts that have the opposite risk
enposures. Therefora, the Group regularly assesses the viability of strategies to reduce unacceptable risks to
garnings and implements such sirategies when the bank belisves those actions are pradent,

The Group employs additional measurements, including stress testing on the impact of non-linear interest rate
movements on the value of the balance sheet; the analysis of portiolio duration, volatility and the potential impact
af the change in the spread between different market indsces,

The table below indicates the earliest ime the Group can vary the terms of the underlying financial asset or
ligbilities. The bank’s interest rate risk exposure on assets and liabilites are categonsed by the re<pricing dates.
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Group and Bank
At 31 Decernber 2022 (N'000) Upto 1 month 1 -3 menths d-Gmonths - 12 months
N'Dao M'a0d N'0o0 R
Financial Azsets
(Cash and balances with cantral bank - - - -
Loans and racsiables by banks 4,304 290 - - -
Financial assets hekd for trading 184,129 = 20,762 1,575
Trading Assets 10,216,433
Derivative fnancia instrumentz 1,209 168,241 175,067 53081
Leans and advances io customers 6,174 866 18,247 QBT 21,558 853 12,815,579
Imvestment securiies 12,244 268 324 ABE 15,663.843 10,609 814
Pledped assets 323537 194,162 121 855 390419
[Right of use assefs . - - -
Other assels - - - -
Total financial assets (confrachual maturiy) 33,510,712 18,932 B56 37,540 381 23871766
Upto i month  1- 3 months J-Gmonthe  6-12 months
N'0ag W00 N'O00 N000
Financial Liabilities
Due io banks 11,851,479 2,056 822 16,303277 -
Due to customers 8,901,211 1,889,716 T.261229 13,675,725
Dervative nancid instrumenis 176,144 15281 a1,600 3,885
Trading Lishities 1,062,393 5,525,851 7,620 4953 1,800,326
Lzase labiities = 13,31 17,280 24,709
Other liabillies & = & =
Debt secunbes ssued 5,816,387 2,127 9596 13424701 14,404 542
Mher borrowed funds 1,500,846 2,055,083 ,368.743 23,543,707
Total financial labiifes (contractusl maturity) 9,800,465 13,944,118 50,947 822 53,642,194
Liabilities Commitments
- Letlers of Credit = 2 605 6T 13,000,025
- Parformancs bonds and guaraniees - 1,860,400 - 4B,110
- Loan commitments - B574 542 10,463,028 3,568 009
Total - 10,435,242 13,088,395 16,635,164
Intarazl Rate GAP 3,610,247 4.948.737 (13,407 444) (28 770 426)
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AL 31 December 2021 (KO8 Up b 1 msikh 1 - 3monihs 3 - G months 6 - 12 mevihs
N'ban Waup NGE Wups
Financial Assels
Cash and halancss wih caniral hank - - .
Liean & g recaiabies 1o banks TO0.0EE - T.0E31H -
Firancial assets. held for Tading 2538277 - - 361,855
Dierivalve finangial insruments 17,873 iy 362 ELh T 35
Loans and receivabies fo cusiomers 16,158 280 15,880,715 12477 861 4248072
Invastmant sacurifes 2RI AETRERY 2555014 A2
Plesdned pasels THEBED 1,735,135 BADGTTD -
Right of use assats . 19,6575 . 0542 B6
Other aEset - - - -
Tustal fircancisl assels [conbactusl maturiy) 18957165 2504 163 31 270646 11,572 622
Up o 1 month 1« Imanths Y.@months & 52 months
LR Wang Nang Wom
Financial Liakiitles
O b hanka 4 66273 1571 ABD 13,548,563 5323044
Clue lo cusmmers 108505415 1,670 206 11,280 252 1467 634
Dierteabve financial irsinaments 167 Ha) i1, 168 506 =
L s fahilies - - = -
Cther lmbilties - - -
Dl ancirites Beuoed 1, 70,085 - 14.BEZ 450 -
Cther bomowed funds - - - 7812478
Tolal Airancial kabiitie s [contrachus] maturiy 49,721,550 10,707 534 ANITINE i id T
Liabiities Commiments
- Lettera of Cradi EMG,136 6.58023% 6 269,057 584,008
» Performance bonds and guaranises . 1007 719 - 5,320,712
- Lean commiiments 5257138 132156 L] 11317240
Tots! BA8T.458 0,540,144 14387 573 'IB.EJ‘Z.SEI
Intarpst Rk QAP (5,764, 395) LERLE ] (R00g 374 B

The management of inferast rate risk against inlersst rate gap limits is supplemented by monitoring the sensitivity
of the Group 's financial assets and liabilibes to specific interest rate scenarios. The sensifivity analysis is the
effect of the assumed changes in interest rates on the profit or loss for the period, based on the fioating rate non-
frading financial assets & habilities and trading financial assets held as at 31 December 2022, The sensifivity
analysis on the non-trading porifolio measunes the change in value of the non-trading accrual portfolio due to a
100-basis point parallel move in the interast rates.

The table below shows the impact on the Group's praofit before tax if interest ratas on finkancial instruments hald at
amortised cost and at fair value through other comprehensive income had increased by 100 basis points, with all

ather variables held constant.
31 December 2022 31 December 2021

Kano WD
Effict of 100 bass points mowerment an gl belore b (K000} T4 81E) (41,557)
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325 Price Risk

Price risk is the risk that the fair value of fulure cash flows of a financial instrument will Tuciuate becauss of
changes in markel prices, whether those changes are caused by factors specific to the individual financial
ingtrument or s Esuer or by factors affecting all similar financial instruments traded n the market. The Group
assess the potential impact that fiuctuations of identified market risk faciors would have on the bank income and
the value of its holdings of financial instruments.

The Group emnloys addibanal measurements, including siress testing on the impact of non-linear inferast rate
movermnents on the value of the balance sheet. the analysis of portfolio duration, volatdity and the potential impact
of the change in the spread between different market indices.

The Group is exposed 1o price risk from holdings in its FYTRL partfalio and investment in FMDQ OTC exchange
and investment in the Migena Inter-bank Sstilement Scheme (MIBSS). These invesimants were made based on
requlatory directives rather than with a view to profit on a subsequent sale. The secunties are all unquoted. Gren
the nature of the investments. the bank estimates that the exposure to price risk is low.

Stress testing is performed on trading portfolios on a regular basis fo estimate the impact of axtreme market
movernents. The level of price risk exposurs at any given paint in time depends an the marke! emiranment and
expectations of fulure price and market movements, which will vary from period 1o period.

Invesirmant securites
Classified as as fair value through other comprehensive income N000
-Treasury bils 3,291,463
-Federal Government of Nigeria Bonds 2,236 568
-Corporate bonds 8,320,367
-Slate Bonds 1,896 414
-Promissery notes and Cammarcial bilks 39.210,344
«Unquoted Equity 15,666
54,970,827
Financial instruments held at fair value through profit and koes
-Traasury bils 206,478
-Corporats bands 388
206,866
Pledged Securifies
Fair value through QCI
-Fadaral Government of Nigeria Bonds 5963 306
Fair value through profit or loss
-Treasury bils 249,050
6,212,356
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326 Liguidity Risk

Liquidity risk is one of the key risks we contend with at the Bank. This is the risk that securities or assats held by
the Bank cannet be traded quickly enough to meet obligations as they become due, It ocours when the cushion
provided by liquid assets ks not sufficient to meet outstanding obligations, Liguidity risk does nol aceur in isolation;
it is often triggered by consequences of other financial risks like credit risk and market nsks such as interest rals
riak, foreign exchange risk and security price nsk.

For Merchant Banks, the requiatory liquidity requirement is 20% while the regulatory minimum for Commercial
Banks is 30%. As a1 31 December 2022, the bank's Bguidity ratio stood at 58% (December 2021: T4%).

The GEM in its drive to boost lending to the real s2cior mandated all banks to maintain @ minimum Loan to Deposit
Ratio of 65%. As at 31 December 2022, the bank's LDR ratio siocd at 87.5% (Decamber 2021: §2.0%).

3.26.1 Managing Liquidity Risk

The board of direciors sets the strategy for managing liquidity risk and delegates responsibility for oversight of the
implementation of this policy to the Assets & Liability Committee (ALCO). ALCO approves the Group's liquidity
paolicies and procaduras. The ALM Desk manages the Group's liquidity position on a day-to-day basis and raviews
daily reports covering the liquidity position of both the Bank and Group. A summary report, inchuding any
excepltions and remedial action taken, is submitted reqularly fo ALCO,

The Group’s approach to managing Buidity is to ensure, as far as possible, that it will always have sufficient
liguidity to meat its lEabiliies when they are dua, under both normal and stressed conditions, without incurming
unacceptable losses or risking damage to the Group's reputation, The key elements of the Group's liguidity
strateny are as follows

+ Maintaining a diversified funding base consisting of customer deposits and wholesale market deposits and
maintaining contingency facilities.

* Carrying a portiodio of liquid assels, diversified by currency and maturily.

+ Monitaring liquidity ratios, maturity mismalches, behavioural characteristics of the Group's financial assets and
financial liabilities, and the extent o which the Groun's assets are encumbered and so nol available as polential
collateral for obtaining funding.

» Carrying out stress testing of the Group's liguidity position.

Licquichty imits estabdish boundaries for markel access in business-as-usual conditions and are monitored against
the linuidity position on a daily basis. The survival horizon of the Group has been set to 14 days. To ensure this is
the case, the Group intends to hold enough liguid asssts to cover for any negative GAP over the next 14 days.
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Regular liquidity stress testing is conducted under a variety of scanarios covering both normal and mane sevare
markal conditions. The scenarios are developed taking into aceount bath Bank specilic events (2.0. a rating
downgrade) and market-related avants (g0 prolonged market ilquidity, reduced fiexibility of currencies, natural
disaslers or olher catastrophes). The Bank has in place contngency funding fines to the tune of NG billion with
Migerian financial instifutions.

The bank engages the sendces of rating agencies to perform a cradit rating assessment on the bank. A rating

downgrade could have a negative impact on the bank's funding and Bguidity due to reduced funding capacity and
increased funding cost

31 December 2022 31 December 2021
Raling agency Agusto & Co, GCR Raling agency Aqusto & Co, GCR
Rating assigned A BEB+ Rating assigned A A
Outhoak Stahla Stabla Outlook Stable Stabla
lzsue date 10-Aug-22 23-Mow-22  ksue date 27-May-20 28-0ct-21
Expiry date 30-Jun-23 F3-0ck-23  Expiry date 30-Jun-22 I-0ct-22

3.2.6.2 Funding approach

Our sources of liquidity are regularly reviewed by ALCO and ALM Desk in order fo avoid undue reliance on large
individual investors and ansure that a satisfactory overall funding mix is maintainad at all imas. The funding
sirategy is gearad lowards ensuring effective diversification in sources and tenar of funding.

The fables helow analyss the Group's financial assels and Rabilities into relevant maturity banking based on their
contraciual maturities for.

&) all non-derivative financial assets and liabikties, and

b) net and gross setbed dervative financial instruments for which the confractual matunities are essential for an
understanding of the timing of the cash flows.

The amounis disclosad in the table are the contractual undiscountad cash fiows.
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33 Fairr Value
Financial instruments measured at fair value

IFR:S 13 specifies a hierarchy of valuation techniques based on whether the inpuis to those valuation techniques
ara observable or unobservable. Observable input reflects market data obtained from independant sources;
unobsendable inputs reflect the Group's market assumplions, Thess two types of inpuls hava created the Tollowing
fair value hierarchy:

Level 1: Quoted prices (unadjusted) in active markets for ideniical assets or liabilities.

Level 2 Valustion technigues based on observable inputs, either directly (1.8, a5 prices) o indiectly (e, derived
from prices) This category includes instruments valued using: quoted market prices in active markets for similar
instruments; quoted for identical or similar instruments in markets that are considerad less than aclive; or other
valuation techniques where all significant inputs are directly or indireclly observable from market data,

Level 3: Valuation techriques using significant unobservable inputs. This category includes all instruments whare
the valuation technique includes inputs not based on observable data and the observable inputs have a significant
effact on the instrument's valuation. This category includes instruments that are valued bazed on quoted prices
for similar instruments where significant unobserdable adjusiments or assumplions are required 1o refiact the
difference between the instruments.
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The Group uses the following procedures to determing the fair value of financial assets and liabilities:

Trading / Investment securities
Where available, the Groun uses the quoted market prices to determine the fair value of irading assats and such
ems are classified as Level 1 of the fair valus hisrarchy, Quoted market prices are gotten from the websile of the

Financial Market Dealers Quotations (FMDQ).

Investment securities classified as available-for-sale are measured at fair value by reference to quated market
prices when available and therefore are classified as Leval 1Whers here are seouriies that ars not actively traded,
the Group uses internal valuation technigues which are based on observable inputs obtained from the quoted
market prices of similar actively raded securities. In this instance, these are classified as level 2,

Derivatives Instruments

The fair value of financial instruments including forward foreign 2xchange contracts aded in active markels is
based on quoted marke! orices al the dosing date. Known caloulation lechniques, such as estimated discounted
cash flows, are usad 1o determine fair valus of interest rate and currency financial instruments, The Group basss
the calculation on existing markel conditions &t each closing date. Financial instruments used in FS0H are
standardised products that are either cleared via exchanges or widely traded in the market. Forward foreign
exchange contracts are entered into with creditworthy financial institutions and with corporates.

Unguoted equity

I quoted market prices are nol available, the fair values are eslimated based on intemal valuslion fechniques or
the last traded price onan OTC exchange. The key inpuls denend upon the fype of aquity and the nature of inputs
1o the valuation technique. The item is placed in either Level 2 or Level 3 depending on the type of investment
and valuation technique used.

The Group recognises fransfers between levels of the fair value hierarchy as of the end of the reporting period
during which the change has occurred.

There was no transfer within fair value hierarchies during the period.

The table below shows the classification of financial instruments held at fair value info the valuation higrarchy set
out below as at 31 December 2022
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Bank
AL W December 2022

Financlal assets

Fair Valuse Through Profit or Loss
- Treasury hils

Trading Assets
-Federal Govermman of Nigavia Boods

Derfvative financial Instruments
- Convertibio ko
= EX forwiard conrad

Irvestment securilies classified as as fair value through other comprehensive income

«Treaasury hills

-Feceral Govemment of Nigana Bondls
-Campovale bono's

-Stafe Bang's

~Prititifoy nodées and Commreis’ hils
Unguofed Egquiy

Pladged Secuities
Far Value Through Profitor Loss
-Treasury bils
Fair walig fhrough OCI
Treasury hils
-Federal Govermment of Nigana Bonds
-Carporate bonos

~Fromnssany nobes and Commencisd bils

Lewel1 Lewel2  Level3  Tulsl

H'OOD Hood Wog rade
206 BEE - = PuLTEE]
206866 - - 005 B
10,208 007 - - 10,308 002
10,308 002 = = 10,206 00
- 460,730 = 450 T30
- 450,730 - 450,730
120,061 2,081,302 - 3291463
1068414 - - 1856 414
17713588 465210 - 2EW AT
EDSTS8D 2262778 - 8320387
MEIEETY  B,57LETD - 210,350
- 16,666 - 15556
A1ETEH0 13,300,625 - 4 BT0 B2
49050 - - 249050
5863206 - - 5060 206
6712 366 = = G212 356
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At 31 December 2021 Lewel 1 Level2  Level3 Tatal
N'oog WA Wanon N'ooa
Financial assets
Fair Value Through Prafit or Loss
-Treazuwy hile GO0, 142 &0 142
Fatdeai Gowemmmen! af Nigaria Bonds - -
-Corporals bonds - -
00,142 G00.142
Derivatree fimancial instruments
= Coreeritag lan - -
- FX forward confract BE1 AT B1.8T3
RE1ET3 B21.873
Investmert securities classified 2% a5 fair value through ofhes comprehensine income
-Treazuwy bils Br2E15 BTEE1S
Fuderad Gowemmaend af Niguris Bonds 1,662 388 - 1602 386
-Corparale bonds - 0,147 725 10,147,725
~Blae Bang's 2,051 551 2051 853
-Promigsary modes ad Commercial bils - 22,057,394 22 057,384
~Liniqualad Equity - 15568 15, GG
A BD6ASE 33, 7i0,785 38,327 B39
Pledged Securities
Far valug through Proft ar Loss
-Treasy hils 6,481 578 6481578
~Feeval Gowemment of Nigera Bonds - -
Fawr waie hraugh OCI
-Treaswy bils T ATE TATE
~Fideval Gowinmvgal af Nigerks Bonds 1419780 1418780
-Corporale bonds - - -
sPromissory noles and Commencial bils 0,248 531 - . 8,248,633

3.4 Fair value of financial assets and liabilities not measured at fair value
Investmant sacurities have been fair valued using market pricas and is within leval 1 of the fair value hierarchy.

The carrying value of the following financial 2ssets and liabilities for the bank approximate thedr fair values: - cash

and bank balances, loans and advances to banks and other assets.

The tabke below sets out the Group's dassification of each class of financial assets and liabilities, and their fair

values.
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Graup and Bank AE 31 December 2022 AL 31 Decamber 2021
Carrying Fair Carrying Fair
value vl value value
Wonn N'oal Wa00 N'oag
Fimancial asgets
{Cash and halances with central bank 43,193,956 47,150 956 49.545,000 49,845 000
Loars ard advances to banks 4,301,300 4,301,300 4,003,401 4,003 401
Luars: and advances o cuslomens 117,160 A68 117 160 563 307302 38,072 402
Irastmant securities 54,791,188 54,701,198 -l k] 38,327 B30
Plckged Assuls 6,212,366 6,212 356 12 74T BES 12,767 565
Trading Assals 10,208,003 10,208.003 - -
Db assels 0,174010 20,174.010 738,375 TAE TS
256041 683 258,041 583 20,780 12,829,798
Financial Babilities
Due by banks 0,187 518 30187 518 19521072 19621072
Due b cuslomers 83251 471 A8 351 AT S0.213,085 B0, 213 S80
Deber liakalities MTIT a5 20,737 252 5405073 SADGET]
Debt securides ssued iR L] 23912798 23050499 2341218
Ceher barrowed funds 33,560,360 33.B6&.350 - -
215,155,851 206,757 414 18330268 120,350 567
Fair Valua Hisrarchy for Financial Assats not measwred at fair valus
Bank
At 31 December 2022 (N'000) Lovwel 1 Lavol 2 Lewal 3 Tatal
Woon Nae Won0 N'ooe
Financial Assets
Cash and balanoes wilh ceniral bank - 43,183 956 - 43,193,855
Loars ard advancas to banks - - 4,301,300 4,304,300
Laare ard Slvaness o cus e - - 117,160,860 117,160,865
Cehar assets - - 20174010 20,174,010
- 43,193 956 151 Bd4 183 195,038,130
Financial Eabilities
Chue by banks - - 187 518 W87 518
Due b cusiomers - - Be251 471 825147
Deher lakalties - - 20,757 252 20,737,252
Dbt securides issued - FERNFR) - FERRENE
Cther borrowed Tunds - - 33 568,380 33,868 350
- 312,758 183,044 521 206,157 419
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AL Decamber 2021 (N'DI0} Ll 1 Lewsl 2 Lisved 3 Tehal
HTon N0 L] F00
Financial Assels
‘Cash and bakinces with certral bank - 49 045 000 - 49 045 (N
Loans and advances ko banks - - 4,003,401 4003401
Loans and advances ko Cusiomers - - L il erd B OT2A02
Investment securiies - &
Pledged Assels - .
CHrer aessts - 138,375 T3EATS
49545 000 42 B84 T 2828790
Finsmeial linbiilies
[ do harks - - 1WE210T2 1962107
Do b0 (s lomers: - . B0,213, 858 B0.213963
Oirer Fatiiies - - SAN5ETI 5405873
Diebt securifes ssued - PEREPNL ] . 23012708
DHrer bamowed Tunds = - -
23,112,788 109,278,769 125, 392 567

3.5  Capital Management
The Group's objectives in managing Capital are:

s Tocomply with the regulatory raquirameants of the Central Bank of Migana
= To ansure that the Group continuas as a going concem so that it can confinue to provide returns for
shareholdars and banefits for other stakehaolders by ensuring that capital deployved meets our RAAC (Risk
Assel Accaptance Crileria)
Capital adequacy and the use of regulatory capital are manitored daily by the Group's management, employing
technioues bassd on the guidelines developed by the Central Bank of Nigeria (CBN), for supsnisory purposes,

In Bne with the CBN crcular BSDVDIR/GRIGENLAB/GS regarding Requlatory Capital Measurement for the
Migerian Banking System for the imolermantation of Bagel [111in Migeria, Capital adequacy is measured dally and
repartad manthly tn the Central Bank of Migeria in lme with Basel | sef principles. which measures Cradit, Markst
and Operational Risks,

The ratios below summariss the compasition of regulatory capital and the rabos of the Bank far the period ended
3 December 2022, Over this review period, the Bank complied with all the extemally imposed capital
requirements to which it was and is subject.
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CONISTITUENTE OF ELIGIBLE CAPITAL

Paidl-Lp andinary shanes
Ehare premium

Relaned profis

IFRS 9 Transtional Adpsiment 2
Statulory Rasane
Credit risk resare

AGEMEIS Rsera

TIER 1 SUB-TOTAL

LESS
Increage inequity capital resuling from a securilzatan
Invastmant in awn shares (reasury siock), incuding cross halding of ralalad companies’ equity
Losses for the: curnenl fnancial wear
Goodwi
Defarad Tax Assets
Cithur intangibiy assets
Cilher reserves
Urider-impairment
0% ol mmsimants in unconsalidated banking and francial subsidaryassociate companies 3
a4 ol mesiments n uncansolidated banking and nandal subsidaryasocile companies
Espozsres o own financial halding company
Refrement banafil a5sei
Tier 1 Capital Adter Regulstary Deduction

Cther Deduchons
Excess enpasane]s) over singe obligor witout CBN anproval

MET-TOTAL TIER 1 CAPITAL

Hytrid | debtiequity) capial nstrumenits

Eligibke subardinated term dabt (imied fo 25% of folal Tier 1 capitdl]
Clher Camprebensve ncaeene (DC1)

TIER 2 SUB-TOTAL

S0% of Investmants In unconsabdated banking and financial subsdiarpassodate companieas
MET-TOTAL TIER 2 CAPITAL

TOTAL QUALIFYING CAPITAL

Tabal Risk-weihisd Amount for Credi Fisk

Riskweighied Amount for Oparaional Risk

Fiskewuighied Amount far Marked Risk

AGGREGATE RISK-WEIGHTED ASSETS

TOTAL RISK-WEIGHTED CAPITAL RATIO
TIER 1 RIS%-BASED CAPITAL RATID

31 December 2022 31 Decembser 2021

R
2138633
234,381
15,123,273
TR T

1118137
€802 626

2237 B9S
on244

854 641

23,292 108

23,292,106
5,640,000
{4,451 5%8)

1188472

1188472
24,420,578

102,073,037
13,877 102
5240713

121,291 451
201E%
18.230°%

R
1833417
538,587
15,350,818

1455240
935,258
26,118,314

2516515
275,118.49

23,316,680

1,144,254
22T AT

7.050,000
(1,364 293}

5,585,007

5,585,007
17 AT 434
22 450,062
12262669
4.226,099
139 548,450

20.05%
15.96%
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Ag a Merchant Bank, the Central Bank of Migeria's requlatory requiremsnts are as follows

8. Haold the minimum level of the regulatory capital of N15 billian and
b, Maintain a ratio of total requlatory capifal to the risk-weighted assed at or above the minimum of 10%.
€. Maintain a liguidity ratio minimum of 20%.

Az at 31 Decamber 2022, the Bank had eligible risk capital of N26.Gbillon, which was in excess of the regulatory
miramum, In addition, liquidity ratio stoad at 55%, loan 1o depasit ratio was 87.5% and our capital adeguacy ratin
stood at 20,18%. The risk weighted assels are measured using the Central Bank of Nigena's interpretation and
ranking of the risk assets.

Currently, the Bank's capital and regulatory ratios are in excess of the CBM regulatory minimum.

36  Critical accounting estimates and judgements

The Group's financial statements and its financial result are influenced by accounting policies. assumpdions,
estimates and management judgement, which necessarily have to be made in the course of preparation of the
comsolidated financial staternents,

The Group makes astimates and assumplions that affect the reportsd amaunts of assets and liabilities within the
next financial year, All estimates and assumptions required in conformity with IFRS are best estimates underaken
in accordance with tha applicable standard. Estimates and judgements are evaluated on a continuows basis, and
are based on experience and other factors, incuding expectations with regard fo future events,

Accounting policies and management’s judgaments for certain items are espedally crtical for the Group's results
and financial situation dus to their materiality.

(a) Impairment losses on financial assets

The Group reviews its loan portfolio to assess impairment an & quarterly basis. Sequel to the imolementation of
IFRS 8 1 January 2018, the Group has updated fs credit assessment methodalogy in line with the standard.
IFRS 9 replaces the existing ‘incurred loss' impairment approach with an Expected Credit Loss ('ECL') model,
resulting in earlier recognition of cradit lnsses compared with 145 39, Expected credit losses are the unbiased
probability weighted average credit losses determined by evaluating a range of possible outcomes and future
economic conditions

The Group has sef policies lo guide staging criteria in determining significant increase in credit risk. The Group
has also developad the capability to model a number of economic scenarios and capiure the impact on credit
loezes to ensure the overall ECL represents a reasonable distribution of economic outcomes. Appropriate
governance and oversight has been established around the process

The methadology and assumplions wsed for estimating probability of default, loss given defaull, discount faclor,
exposure at default, forwand Inoking macro-econarmic: factors and timing of future cash flows are reviewsd regulary
as the Bank builds historical data in computation of its expected credit Inss.
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(b} Fair value of financial instruments

The determination of fair value for financial assets and labilities for which there is no observable market prices
requires the use of valuation techniques. For financial inslruments that irade infrequently and have litle price
transparency, fair value &5 less objective and requires vaning degraes of judgemant depanding on Bouidity
concentrafion, uncertainty of market factors, pricing assumptions and other risks affecting the specific instrument.
Fair valuation techniques and assumptions

1. Bonds

The fair values for illiquid bonds are gotten from an independent source. The source’s band prices are model
prices darvad from a modelled yield, The modallad vield is calculated by adding a risk premium to the
valuation yield (comesponding Tenor Ta Maturity (TTM) yield interpolated off the FGN bond theoretical spot rate
curva). This ig used to calculate the bond bid prica,

Risk premiums are derived by Z methods described below,

i. Apply risk spread on latest acceptable trade for the respective bonds i.e. determine the spread between

the bond yield on the latest acceptable trade and the FGN bond spot rate of comparable TTM.

i. Apply risk spread at issuance i.e. determinge the spread between the bond yield at issuance and the FGN bond
spot rate of comparable TTM. However, where the risk spread at issuance i less than 1% (100 basis points), a
baze risk premium of 100 basis points is applied.

The fair value of quoted equily securities are determined by reference to quoted prices (unadjusted) from the
Nigerian Stock Exchange.

However, fair value of unguoted equity investments have been derived from the last OTC {over the counter)
transaction.

2. Derivatives

Dervatives are intially recognised at fair value at the date a desivative confract is entered into and are
subsequently re-measured fo their fair value st each balance sheet date. A dervative with a positive fair value is
recognised a3 a financial as3et whereas a derivative with a nenative fair value is recognised as a financial liahilty.
The resufting gain or kass is recognised in profit or loss immediately unbess the dervative is designated and
effectve as & hedging instrument, in which event the timing of the recognibion in profit or loss depends on the
nature of the hedge relationship. Dervatives are presented as financial assefs or financial liabdties. Derivatve
assets and liabilties are only offset if the transactions are with the same counferparty, a kegal right of offset exssts
and the parties intend to seftle on a net basis. The fair value of financial instruments is based on quoted market
prices at the closing date. Known calculation techniquss, such as estimated discounted cash flows, are used to
determine fair value of interest rate and currency financial instruments. The fair value of forward foreign exchange
coniracts is delermined using forward exchange markst rates &t the closing date,
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[c) Deferred tax assets,

The defarred tax assets recognized by the Group is dependent on the availability of taxable profit in the
Toresesable future to utilize the defermed tax, The Group reviews the cammying amount of the deferred tax at the
and of each reporting period and recognizes an amount such that itis prabable that sufficient taxable profit will be
available which the Group can use the benefit there from in determining the deferred tax assets recognized in the
financial statements, the Group has apolied judgement in estmaling the deferred lax recoverable in the
foreseeable future. This involves the estimation of future income and expenses, and the consideration of non-
taxable income and disallowable expenses in orders fo arrive at the fubure taxable profit | boss.

4 Segment

A husiness seqgment is @ group of assets and operations engaged in providing products or services that are subject
1o risks and retuns that are different from those of other business segments. & geographical segment is engaged
in providing products or services within a particular economic environment that are subject to risks and returns
differant from those of segments operating in other economic environments. The bank oparates only ona line of
business, which is merchant banking business. The bank does not consider il necessary to report i1s aperations
by both business and geograchical segments,

110



Fall= WERACHANT R, MR

HOTES "0 7HE COMSCUNATED SN0 SEPAEATE FRANCWL GTATEVENTS

o et e

i
i

~Bogirengies
- Traming ez

B e e e I T e P e
- Dt it

H Cevrraes F12

[Crew ey 1 HTS e

P e fra
L G e
Fex @l coarenig ior Erpome.
el Gl 0w aiy P
ik Pk BN COmd 8 TCaTh
1 s Sy F el facden

e R
et v o v e om eyl ol bl v ok Mg
e e ] El g e

I O S T G B B ki £ ]

¥ Aot pmrs an bl prdsamonie ceaedad s Fer Veioe Tersagh Meoht or Less

Berehy

Troumay bin
P Criree
Dbk i ot

The B pap's it e g sl vk
T

prar o M 1D o |EP: MY 2 bl coren
[ TR BT L T lﬁﬁ"‘llﬂ‘llﬂl'“l.ﬂl_lu HMIWI’M

111



o et e

16 Hakguies an Clane el a7 gk

Profi i ncaeel of pmars e wparea’d
L
FRvmig CavecE B
Dhar aarids, oo
e L i
12 Geowiieg popeems
TR SR W B (R T b
1 S e vty aiaing DTS TSR, ALND e PR e L i

oA e v sev
P o B Gl e B

Thb B ooyt s b o] . 0 Do 7 g G e

¥ G e ey

I 0" o A WA i) s
Fes: wosvea slnearce

Fropl o O e

112



T3 MERCHAAT B LWTED
mmmmuw PRI TN

o et e

o i T P XL 611 YN ) . PR bt G 0 o Tl s B i

e gt o oo

B kol 8 e A i 0P Dl L il 0 WO 0 W B B

[ P Bl O B L
P puire owr s e

B o 0 . R

it 0. T g e el il | i Wl e
L R R TR ST

Tariamm o
Evxcstor b
HTCE

T

T
e
B g v

A1mn s

WA Lre.
i Dl
Sid o e mar

Currs:
B G et

barw e o e raer B b e et e v ke

il

— k%
— "

113



= MR HAHT BRRE LUTED
FOTES T THE (SHSOLICATED

FOR THE ¥TAR CHOOD H OCCOMDSH 2002

o et e

H Tash el belnoers weif cowiny Eerk

Zak inend
(Sanroes hoed s oar Do

e batapn ik Caril Bk r* Hemes

- O b a e ek Gl Bunkoo® Hewd - B HAUSS “urde's
e ANl N e A

- R o T e e H e

sk b word e ey b

Mardnoe, mn cdepar e Derca Bk of ool

Tumnk
(M e

Wil g5 Y 0 0 o A Bt 1 el e P L 2 Bm M o
s a1k i, . [ ’“ﬂu frk [

Ardere, g
oy g o e e oena . (-7

4 13 b wed e

[Pl i b

g | T prwiman

o bt el o fraecl isialioes ee pairme
Tavet

A b B

@3l an @ e e
18 i az far oo s

Mmcran Trowary B

[rdare Ot s Bance

CTEara bk

o

(- e

T G

AP Trsing ddwte

Fesery’ Caarrseri of Hpers Be

=il

114




PRI~ WERCAAHT BoHA LWTED
HOTES TO THE 50
PRI THE VECK EWUGED 5 pRCEREEn e

o et e

L]

Lot Wl ke i il s i
Wit W e 0 e ke ]

Laare srd scharos

T mecird®

Sy e
Adcmownes, Far IrmgaiTeo

Prorw s, ras 3ad Cover s s
Dt ot = FATEED
T O e T

The = [ i umhﬁnumu WD i o B
P A 1 il 0 06 4

¥ Tl il (e o Y
Bk B s s

Figriin yemarbes

[ i ks incams
L o i, Srurves

1 Ting 1 0 I s 1 ey Coeiea repearic WM I v 1 FUCO G

w2 b RS dumn b e 120F MDETRE The Bers pheve cacowheimat u prrstrimies beTRaT Ea

L - : e

Twramt BT T dhvdend o W T e el
T By e R e T T

115



o et e

A1 Py siwts
frr=r .
ke bl o agh il e bk e
meaery bl s
G end o Higes bede
Cepeme bete
"Reerziay i wed Cor o b

Toatsl pincini avamis.
ured
4 e

Fiige o parp mibricrnl i mEs T bTCE @ couri ot The: desod w bave (ocidss oy Fuersred i s [ sscatd mrmeiop m dacome In o

st B s T ot ) e il s mmrve. T
P

116



o et e

Al R - a T e LT RO
FOTES TO THE Ryl
Q¥ THE YEAR FHOED & DEDEMDER HGT

23 Lommia

i Rgheotusa s

- fP—— .
e ————_
L rih R e e
31 Dacarateir SHEE
Lcmse fmbdi;
21 Docorsice P21
L kA
et e W el BT L, AR
31 Dewereey
[Tu———
el mr A Fr b, b Lawty o o, M s B

T o dasir
T e

2 P T e R st G (D 00 o, i e Wtlinn [Des A0 S ROr GeETish i B IEASE T L ik BTl
1 b i g v s B e o Gt ot FEicl DRy i under e MpO e

117



o et e

T MEED ST B HLTRO
BOTES TO THE COMIDLIGSTED MG SR ARATE Pl T STATEVEHTS
[CRTHE TR EHDED 71 DErehmEn 2032

35 Iy mvat

s asd Bk
Caspiar
e L L Tetal
wEas e e
ey T ramar i 1858840
e S1845 1ML e
Pica sf-wim 8 E far e BT
T R T | s A b T e
2 ) Pt Y IR TREN TR
Bacemanid deg ares
8 Moy TRER LI L 1130 L7
‘TR Far P S (i s T TR . [t T
Srmmndtmer - -
R — ] T aET
St baok wrma e i 4 derwwy 23 21900 I IR HE
ot bk e i 31 Doporber DHET — T — Y
Lerpatar
(] Sefawn  Work hpn-ul- Todal
L W
1w SR L o -.u..ﬂ ke
i BT k]
i s R AP e
| p—— Fraer LA <
17 Dt iar B s E 5T 1,5 510
Bocuwaiisd mroraciss
el ey M2 TLHTIN - VIHTINGE
e b Fa Far ad [
e 19 e i B

v D A 1 T L 1k

e gl A B 1 Do e SR ﬁjﬁ
Thm ok n e kil grermied. T cmprreian #ge o o e e i g g LT

2 Thiarm e 1 LD O CEnEE e GO n-m-ru-nm— m w

R e T e ]
e amn A GG ] & por o s e Vo Bl (ET

118



L L EOE) e UL U LN TSGR pUe Tl o UGIRINGSE BUl o) ReTRH SR Bulthdul o D RIS Gl edddh e L (0]}
TP L0 sead eun Guanm spesss a0 Busu o uswsrbe pue feedood (0 BE8 0 Aue b0 SAEED) (UsLsd i ol s ey | (I}
“PUALLNG-LCL 802 Justinba pue fpssdosd |y [ el aep Bupcdas ay) e s spusnpLns [epded pagsRInIod £ PERITYINE Cu duas sy | i

= RN SES S [T LG L V59 EL - 120z Jaquanag L §E URoUE jood oy
CESHET LER0E EFTEIF V8EFT ] LEFEE - ZO7 EnuEp | R unowe yoog jopy
TEiE LAO L) d T9Pd 2ar) 1288 LI PV LB, 116G 96 TEL T9L] LEDE Squss3ar LE by
AAEEFE i T T LTk R LOFF f ERE5I]

(961" LAZ) - lgeg' oL L' (Egz' gl IZEF L) 1ZL B0 SE] JERE 1 1) SRRy

(eas"er Ll - lesi'BEw) {zsELEh (ZZs'orEl [gos'sm) (DE4'DAL LEDZ fsAnimr L
usgEpradap pElEnuIna sy

FLE 6L L FEOOL | L B LB b [T BFE Gk CEL 08I FENT Equeazan L
T@r L 5K - LA TEwE £l TLH TGEE FY . SRSIOsIg
- 4eg'ng) 000’ ng m. i) " L, Sysuel ]
OEELLG FEOOL [ ] 0OLg EFD'DF el = BANIERY
SEGEEL L2E8'08 === = EPror LFE'TLY EFEELL DEL'DBL LZOE fdeni=r oLy
e
AL ELL ELFELL  95HL0S H0G'LE [TTRs] SR EL EEREr 7207 Iequeang | 12 WUROUIE Hoog jaK
B0 el [T BELLE (T3] [EET - ZZ07 AEnuer | i unowe ooq joy
TE8E LOE H 2 150G bea! A TETHG CFFT TOEZ LOH THEE Lk TEOT S=qus=narg LE py
€598 " LTI BAF b Bk [ - FEEans]
GIRL o [-71: e & £ 2 BAEIIRRE Ry
[BLE"962) o] \0EE BLEY B ol \ZPO'ER] [GEGT L (GES'EL] 1ZE 30U S95] JER S J0) Ry
[EZE"bADYLY = o 20w {25E¥ED (B LEED [LBG'5E) (oed'noLl ZZ0E RNl §
unfierraidap paEniinaay
OFLEE0T CLEEEL LAE LED L MY ] LEH B WEOLEL BEQLLT TEOT 430 LE Py
TOGE ¥4 b = TOOE bkeD LEE Y] (B [T - EREsoasi]
loneTLEd a (n0D' LT o o ) = SRFUR L
[L19E"0E) {E00'B8E) 009 0L SENLE EBL'I¥ ilii-g] BEE'0G HURIRISERID8 L
CRLLEW e KL = = - : = IR
wEEAELL ¥EOOL LLE' G 00 L 1205 BFE'SLL GEL'DBL ZZ0E AreniEr § 1y
=y
[He K] 0N 0N 0N i 00N D0kM
[[51TR szaubioid SN Juawidinbe ¢ wamdinby pusiud inba JusLasouduw yueg w dnosg
LB Ao ooy FHEUY ‘SanyLLn. Aapnduing =G PloLERaT]
juamdinbe pue Suadoid

IZOE ¥ZEWEI3T L& 0303 Hv3s IHL "0
FIMNAWALYLS TYIDINYHIE SLYEYdES QN O3A0IT0EN0D SHL OL S3L0N

QLA ANYE LMNYHOE3W HOSd

119



FALH MERCHANT i LA TR
TR TS KATED

EY Dui b Rekk aed S ba s el ebaa
L
Sncred boveviaos
Drwct ipcnl baloacm
whrarmed LC8

o

M el oalrsay
Dwrnpred
T

LM el . AL
Tarvwni
e

[oTeerprr—
ooy’ cegosl. or esgn rece om0
A p—
e A

Serdry orecliony

B
Flsn rhain o'm e nomabsied.

W Pl i
T i
WA ravaba

r—

T gt B vk o b Curwewchin ke i ol -

M Parvivkom
N Baiproy evvl wr oo rpierand K

Al [ i

s B P gy oY 15 v
" b s e (i ke B

[Iriep— -

) This wpresendy FAE 0 271 impaevsrsi, pesgivey. pn ofl-bolgacn shaw Srares sl prsts 1ok L Lol - ey ol copesiny. The revwseeeiing murdary fer orier e
L] L

W rsowimird v g bebddas

T el B o] ondion]
it i el

TN LT

120



o= AR AT ek L RN

HOTEGTOT
FUSN THE VRN FHDFD 3 GECENEER 2000

o et e

n
I

e
rmw-’-m} e e, By
Curm
hoecgrmrt

Thiz repmmear . posiering P4 OP Fare e aew mias B iep B e T bl of P OF Hoes sz ot 0 Deserst - 2002 wpe O AT Blien ard el an e PWD 00T Separie s Eramge
T s v e R AT b Pty A or wornge pd HE2 15

ey wor . wim ks B B et e el B b m e of 3 yneen. The g 0w
TR o e iy g i s 0 L Al el el W 'ﬂ\l‘l AT B, P il Wl O 00 D B DA cm o I s ) el T e o s e TRe B
o ot b 3 O e SR, Tl B B R W WA 1 Ol S LT i el (s I )
Fleowpent [ e TRourre Dl Al
Cumrre pafian i B
Heel i maried o e oF i moud A
Mﬂp:-m;:'lw
O T LTl L o
o ¥ frem raim [
B 3 G i |1
o
e mbiclm
P o D (o ok
Curemt
Vi parmrd

THE Pt DR B i Fen], sl T i O e Rl LT 41 P e e o T
This reiscer i i Jor, I Shcishes 33 Y cascraion otk s ol 8 T for o el

Tha iefeomaris 11 BT - leeming Py ol e N0 b e A o R R et L, B Fonie i ERRS

Ths B B o Higatm o R g i o 1. 9T, o b oy s iy, T b b mvvsacre.
Th L 5 1 B B LG AN, U a1 L0 £l A7 g (B, B L

Hewwms! 1 piver ba v 'ear b e el -
Tn.rrm Pt

AT

L R DET- 3

rikem ang

A .

Cornm pan

Fhite gl

datwread

2,0 35,8%1 W0 Grpiwery shaTy oM v

b wnd iy pad
2 CRATE DN TR ;LRG| Do, st 4 1

Bvines B ey
u—umnbuu i T # B ks m e st Sranvegor
o ree a3 w Do

mwnol-ﬁ;mﬂmﬂwmmﬂunm*w1uﬁ WAl ath O w B w el T Beihin I e ek, Ol e s S By
R 1 g G A R

Tha Board 370 SR d e e e Srpeps 1 Bor . mae a ha céing devmes. Tee mpDAl of o 004 srd Composie S5 Coeseon
by g abivan

121



o et e

13 e P ded oari:
Tre e el maraces of S e & ol o wnfallabo:
a1 SN e S 0 [ i O I e e s el

Prcae s e

L Rl

¥ e 0 e T B Gl o g

Buwrer o m ¥t Caneramr

Eq Bl il iy i 0 ik s . WV P e

i Shasry ST e o O e are o P ireluiore Aol of i 750 o e i Ly LT

61 Paar v rremrrs: The e nosrr sharse the sfpoe o) B Ler o tranpa peknmEk o Sy P0G £y g e opre an e Cuws o b meer b ool
Ty il 8 o G0N el o (AT L ) P W0 Mo e B il 7 B e T P 00 o Do o ) BT e i e P 1) ™ il W o B (o " e e
o 2 v e owcln e i S R 0 D e 4 hanges 1 s ENOCE

i Dwamrbar
ENi ok ) 197 L ey 2
Buwr mrwfmamay FTERTE
Foac vhmmr P Vi o FYRE fmaraml wermar h BTN
L R e i, e e B 13 THRRAE
R sl rooee w0 - -
[ A - 1 fo— 1 4
o] ASEVER g AT, % ol Higaria FSEH iy » » Sgroui, S wd T i e
B e B

iosliry T e e ARSWIES moar B coTwnl

L T P

T 1 o sy it Wevae reper o e wm b i e sierad 07 'ow e aohoneee e o Lsing e oracenl guceinen nsd by G B of b ompared ol e
apoied ave ey e e sl g i mpeiee el e urd Pl

WP e B R Cal e usig e aredeeds ok nes @ g o e 1 micsd Ling s RS, e N ke g,
il e rca ol e mor sk, 10 et O e e, W T PSS S B (PR wrmiion, e secete Do s  ra ok el o e et s B resined
ey et - ol

Beymrrant In oredd ok, e

Pﬂrﬂ‘lﬂ- P an o L seanos e e o T capaos

M\-ﬂm:
- Irmc wear i pa ) oF ke Sl
= Irmr reard wior meTE A aem o Bemis

g ] A e o e e e T

e RS acrounicl e I

122



PS0H WERTHENT 24 LIMITED
GORETLOATED AM0 BEFARATE FHAMCH STATEMERTS
2

™y

- el g clapesd © propry B euireend dnole |
=Pl infewral ceree

= D] il

= L i W )
P — S TP

~ Provisan for deuibi sl recewvsbian [fios §1
chage on 2t frencsl

st
Ty
— D s 0

This i ofwr i in- ) mihon o Wik ] dptwiin » (Thimdebeir 2E7 HNE 1w, Daptar st 201 RN i)

IERTR e
bl s o bt i Wil oM o

Firmacinl BRI o 18 okl BYnat DR CoNEAALRIES B

Frmoos s o esorasd coal

immren g
Frmal pnas reomared o srearinoe sl

[ S RO e w il AR LIS

123



o et e

PETH URDISHT SR LBATRD
M TEE TG THE COMITLGATED A0 BEFAMATE FHAMCEL CTATEREHTS.
(RS THE S o “lr =

R —— A [T

o iz parE cank b oo e ‘—‘hhmu—rd g o THa berd il

e iy ol i e e ko CRLELE S | su e by ¥
E1l

ol

L

Tack e oberoe il wect bek Pl Y LA

A, e S D R BT _w

L Ml R bl noia N edind 1 e slatersar | 21 i owm
W o ) T,
— LA

4 Corbagini hibfte and oprincriy

I el

T GOl S INDEDGN CUbAL W NN PCE P e AOMRE) 0L O BRNOE T ey 00 BAing S0Fiecind O e BWE mmmww“mnﬂnmmwnil
A, ST T PO B e e T 1 e s e TR SATs 0 0r 8 g i R T i 5wl

ial  Credil mivied corankruo

I ez el caE F Dl e B e 2 perip o A B The rsinrscrt Fruec pusormas The il
L " L
bl el
Tl RWE
i o s pn--res ELTre
Swriore e barce wrd perwREy AT RS (A= ]
oan Carefriinnh m
Tlap AR S B g ECATECEAN WG A O W MR Wil 9 LG LT L il AU e T QRO s Wi o, Ty R, O BT M IR B
drwan Limigins, r——

U e gy ek

Lo 7 Lo, st . Mo, wieh 2w B8 £ Ew oy st
w:u-h.t-qnnm.nu [ —u-pnwum Sarthe e Rair Ll ae vl 1r fra atir £ orraliog ey

ni Cprpmmmten

Vs wra pwiey
Fooaom b

Lty N

Ut I

Lomm w3 B e A P e Anend Ml TarTOnE L' Iow A T (i Boliuon T T i peem on S wa e The BTt i hem B g o s i
mmtmdnmhw-“m—aﬁmh S Wy "ﬂwmrenwﬂh:-—l ey

™ o - "

) Deane

L BT

iy dmnger rowmatn of e bk,

124




o et e

Tre g e e i Pl ot e o Bl Pl R O e s ey e i Rl e |

-_ﬂﬂ-_ﬂﬂ

e ATl
s s

‘ﬁlhﬂ%rﬁ;’uwhﬂ-’hﬂ—-’"""‘ B G T 2

iy iy

b b D e b, o T il e )

o e by e
fal Plcwivudicn

FalH ey
FBD Sk Larsind.

a4 oy D
B e

1hi Sahaid s of 8.corwewn A

PO Goun
R e B PR T

Lo i v

125



o et e

FEDi= Wl AT DA NI
HOTES 70 THE SOMGGLUDATED A0 SEFS0AT E FREHGEL aTATEME T
N THE VIRAR MO L OEsslmn Sy

B i chind ety

y e N e ) B B, Dl . i e il LT (a0, T s i e e i) e i
100 Bar S8H: K1

W ] [, e S )0 e e . O, (0 T i Sl i o e 0 5 o e T 1Y s Dol e T e

¥ LLl i oo, gl b arphDRs W3l Pyl Sl iy - O B W P T gl A o ]
L Erfsegs perslam
il
AR AR P OO NSO B NV T R LT R R R R e R

Pro whber e i, kg ' Pk e o pa e s (HOM)

L L RGP PR D - ]
B S A B ol N, B et D Ly S R

i W o e T O e R

P
T i 0 T g PGSR M, S WO R A B O S e ' 8 (7 T Y G M e, e i Bt 1
i

Qe

Fioe! disidc Wl * B PN HOTH
iy drogond FAT LT RO O

Durmp e . i drmcion propascd a7 ecrm € Sord of MOET par sics mrmaning 03 il of M1 Bk 4 S fivekosd of MO 16 mor shuee e praposed o oo cod
Thip s fe ol ety 0 P P o] B s R el " i e

e WA, D P
D s s, o i ] AL Sl o B 390 D 300 MY sy - Y CR = #4 0T wers

AT e Wt T o P i i e
Thars wm: e sigr fowail s W i reaorieg dom dhes L visidnd, ol e e e el pasiian of dhe Shanch’ sanersen o o Vi Duarsis X032

126



o et e

FSDH MERCHANT BANK LIMITED
OTHER KATIONAL DISCLOSURES

WALUE ADDED STATEMENT

FiOR THE YEAR ENDED 11 DECEMBER #0332

Craup
Group and Bank Dz 2022 Do 2021
Lyl N L ="

Creds aRnisgL A AAT ABE 15 TEE, R0 24,847 36 15 TE8, 80
Imarast and sirlar aepengas {12, 758,928 TAG2. T3} 12 753, B30 T.AEL.TI2

11,688 458 6324, 298 11,684, 248 6,224,290
Impaimmeni alowance on risk asseis (1,127 ATE) [RIE TR 11,357 .67H] [HBL11)
Bectimmmliaben Chencte - el (2,504,081) |2.073 938} |2507,081) (2073004
Waluw added T,/E50, 55 3008 B i =) T, 50 3,00 B0 108
Dristribution of value added
Te angloyees and diresiers:
Falsriag and bansfie 3,790.541 2.300.m2 az 1206 232 [}]
To governmant:
Taw 4927 fi2o,2m E 453,752 12272 3
Tha Tuluirg 1o pay proposad dividenmd
Formgbosmam ol prosarty snd sgusment (deorscaston | kLR BRG] 4 RN L] BECE. L]
Faor mplace e ol itong bl assets (aroisaion) 170,332 #B31,208 - T3, X312 1,208 4
T resssrses 3,580,215 HEE, T4 T & % 563,215 e, 41 2

7,550 508 3 903 B30 0 T 859,530 3 08 EG0 100
These staiaments 4 hows Mo deribution of the weakh creaicd by the: Sroug durisg e pofoss
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FEOH MERCHANT BAMK LIMITED
OTHER HATIOMAL DISCLOSURES
FIVE YEAR FIMANCIAL SUMMARY
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MET ABSETS

SHAREHOLDERS FUKDS
Shan cipial

Ehara pramiuss

Rotinod aamings
Saluinty means

Far vsls misns
ASHMEIS misa s

il resorei

Group Group Lelpl o) Group Snup
Diec 2822 Des 2031 Dl 20120 Cme 2074 o 2018
N0 G oo [ = (7]
24,447 486 13,786 560 DT 20,822, 18, 5%, 50
(92738928 [T 482 722} (801435 (11.0n.0re) 103 )
11,886.558 6,324 238 5459, 060 8,513 282 8,205,342
Agaza6T 1007 393 TS, e 5,182,629 5155045
(402.75%) (120,372 367,220 (1,572 426) [F75,063)
1560215 £86,741 3ITT.EE 3,610,403 4,411,350
188 48 T 197 158
Grop Group Group Group R
D 3832 D 21 Die: 20 D 2014 D 20118
N'EOD [ [T = D3O
A3 NBBAGE ad, 168 4TH 5 B, 000 16,107,378 11,180,584
4304310 7783320 A0, 40 A.517.598 1T0ETRAT
FITELT Ei0,142 778 2,704,105 1,873,271
0,208,003 . . . .
AGD.TI0 21 473 238,531 414,94 T, 0
17251 42 THE26 502 36073 a0 45,496,540 Al 55, s
54,970,827 A8,337 B30 A2ETLHE 43,447 218 5, (13, BE
BZ1ZI56 12,757 565 6,651,082 33,106,752 2,804,229
BGASY 721 o621 118,504 .
- - - - 961,577
- 123,020 118,113 : -
TTRATT 714 501 685,534 36 454 504,044
208284 FoLRAL] LR A2n 524 12,58
FrER LT 2426 415 RIS 2,688,150 32030
16,954 897 3,585 808 1,051,680 TT6.TTH B3, 000
357,028,335 186,713,002 153,448,730 155,594,060 118,617,606
FERNFIEED] AT REELTT] 5 A4, T30 148,564,080 19,37 o
VGO0 AZH G.ATEATH . . .
ELRLEERE ] 26,147 503 AET RN b T 8L EREEN:
9B.251,4T1 71,794 282 B2 13, By 58,540, 4368 48,719,581
58T B0E THE 096 228, 65T 66,283 A, B0
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A28 BE A A 54,500 -
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33.86E.380 17 298 16 - 18,737,312 18,725,851
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A2s.887 28 e 8677 - -
2 9TEE2E 16 B4 S04 2B, 634,601 128,234,107 B0, B0, 348
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rsdh

Empowering Businesses,
Enabling Growth.

Together, we achieve more

__&ﬂ Corporate g‘l Business @ Prestige 1 Treasury & Global
L= Banking il Banking Banking Markets

@& www.fsdhmerchantbank.com
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