Standard Chartered Bank is a
leading international Banking group
Our heritage and values are expressed in our brand
promise, Here for good.
Our operations reflect Our Purpose, which is to drive
commerce and prosperity through our unique diversity.
We are present in 60 markets and serve clients in
further 85.
In Sierra Leone, our businesses serve two client
segments in three regions, supported by six global
functions. We have operated in the country for over
125 years operating 3 branches in different regions.
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Driving more profitable sustainable growth
2019 will ultimately be my full final year
as a Chairman of the Board as I retire in
M a rc h 2 0 2 0 h a v i n g s e r v e d t h e
regulatory term limit for non-executive
directors. Throughout my almost six
years on the Board, I have been clear
that to increase our returns over the
medium term, we need to grow income
in a strong, safe and sustainable manner,
while maintaining both cost and capital
discipline. Together with my Board
colleagues, I have also fully supported
the Management Team's drive to
improve our resilience to external
shocks, while helping ensure excellent
governance and the highest ethical
standards.

Over the last two years we have focused
on the transformation of our retail
banking business in creating a more
robust and diversify business model
that will deliver a sustainable and higher
growth potential. As a result, despite
the spill over effect of the challenging
global macroeconomic and geopolitical
environment in 2019 the franchise in
Sierra Leone continue to make progress
and delivered a superb set of financial
results during the year with
improvement in our key performance
measure: return on tangible equity.

The transformation of our Retail
Banking Business is on track as we
continue to expand on our product
offering and proximity channel offering
alternate banking platforms to our
clients. We have relaunched lending in
our retail banking with the introduction
of cash-backed lending as we continue
engagement on the full deployment of
u n s e c u re d l e n d i n g . We h a v e
committed investment for the
deployment of additional ATMs and
Cash Deposit Machines (CDM) in 2020.
The introduction of CDMs will be the
first in the Sierra Leone market. In
readiness for our full digital offering
we are fixing the basic platforms and
infrastructure to support seamless
execution in the future.

We are living our Here for good
promise and continue to stand behind
the communities we operate in, not
just giving back but also in building a
better tomorrow for the next
generations:
We are working with the sovereign in
driving initiatives aimed at improving
Sierra Leone financial governance
score and potential funding of
infrastructure projects in key sectors of
the economy to tackle infrastructure
deficits and promote economic
inclusion in our communities.

We partnered with Freetown City Council
to upgrade and beautify the Aberdeen
roundabout to promote inclusion within
the community. The project is part of the
Bank's fulfilment of our Global
Environmental pledge to suppor t
environment activities in markets where we
operate across Asia, Africa and the Middle
East, including Sierra Leone. The project is
part of Freetown City Council's Transform
Freetown Agenda, which seeks to tackle
the complex underlying challenges that
face Freetown through an integrated and
inclusive approach that spans 11 priority
sectors – one of which is Environmental
Management.
Our innovative Belt & Road Relay, through
44 markets across our unique network, was
a great success. Sierra Leone joined other
countries in the Group and completed this
historic run along our amazing touristic
site, the Lumley Beach. The Bank was
joined by key stakeholders to include His
Excellency the Chinese Ambassador, the
Minister of Tourism and Cultural Affairs
and the Mayor of the City of Freetown as
we welcome eight runners drawn from
eight countries around the Group. It was a
proud movement that showcase the rich
history and touristic potentials of the
country.

Improving our potential
The franchise longer-term growth potential
has continued to improve. After having
secured our foundations, we are now
embarking on rebuilding to ensure we
continue to tap opportunities and optimise
our contribution and returns to
shareholders. We are starting to convert
our potential into real, sustainable growth,
which our positive results across all
segments demonstrate.
We of course still have much to do. As an
organisation we have become more open
to change but need to press on; and our
productivity and cost of funds could be
Improved further. But our renewed focus
and priorities include clear plans which are
addressing these issues.

More resilient
There were several reminders in 2019 as
well as in the first weeks of this year of the
importance of the progress we have made
improving our resilience to external shocks.
Just to name the most significant ones: on
the global front-the ups and downs in the
US-China trade negotiations, the social
unrest in Hong Kong and the recent novel
coronavirus (Covid-19) outbreak.
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Geopolitics and societal change – often
interlinked – have become more
uncertain than ever, often conducted
via social media. On the local front, the
Sierra Leone economy has started
experiencing the shocks of some of
these global events mainly Covid-19
coupled with impact on the mining and
tourism sectors that has dampened
growth.

Enhanced governance and
culture

This means that instability and rapid
change are becoming the new normal.
We must constantly assess and adapt
to significant change – a skill I see as
being core to the Bank's DNA. We have
a long track record having of
demonstrated resilience having served
the economy and people of Sierra
Leone for over 125years, a country that
have had its own fair share of
challenges over the years. We have
stayed behind when others have left
demonstrating our mantra-Here for
good.

A strong culture and robust governance are
essential. The Board continues to strive for
a culture of open communication and
challenge inside the boardroom, where the
Board can hold management accountable
for execution and delivery of the Boardapproved strategy. We also need to
continue setting the tone from the top on
the right culture for the Bank. Leading by
example is today more important than
ever. Only fully ethical leadership based on
the right values and behaviours can
succeed over the longer term. Anything
else is a mirage and bound to evaporate
sooner or later. It is as much about how
we do things as what we do.

I am very proud of how the Bank have
responded to the impact of the
corona virus outbreak and changes in
the regulatory landscape with the
introduction of special measures to
curtail the impact of the currency
depreciation and the pandemic.
Our risk management framework that
includes non-financial risks has been
fundamentally overhauled in recent
years and we have built strong capital
and liquidity positions. This means we
can face an uncertain future confidently,
while we continue to expand our
capabilities to keep pace with evolving
threats such as cyber and financial
crime.

Having a strong performance culture should
be closely aligned to the Bank's values. If we
can outperform by making globalisation
work through our diversity of markets and
people, then we have put a solid stake in the
ground about our values. At a Board level,
our role is to champion this so that our
brand promise, Here for good, becomes
even more of a reality, always and
everywhere. It's the same for conduct –
while progress has been made, it remains a
crucial task of the Board in overseeing
that all our colleagues own our culture and
behave consistently with our valued
behaviours.

It is easy to dwell on the negatives, but
it is important not to forget the
incredible opportunities that exist in
the Sierra Leone market. For example,
while the US-China trade dispute
rumbles on, many of our clients have
learned to live with – and in some
cases benefit from – the uncertainty.
We have seen supply chains move
and adapt to the new realities, often
to our benefit as China trades and
invests more within Asia, Africa and
the Middle East.
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Sierra Leone has significant growth potential
and a relatively young population. Against
this backdrop, our strength and the
opportunity will come from continuing to
focus on what we can control, and what
we do best.
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Capital Build-up and
Dividend Payment
In March 2019 the Central Bank of Sierra
Leone issued a directive for all commercial
banks operating in Sierra Leone to increase
minimum paid up capital from the current
level of Le30billion to Le85billion over a
three-year period to 2021. The Bank in
compliance with this directive will seek for
the increase in the authorised share capital
of the Bank from Le50billion to
Le100billion to adequately cater for this
expected capital growth. Minimum paid up
capital will increase from the level of Le30
billion end December 2018 to Le45billion
end December 2020 and thereafter
expected

to increase by Le20billion both in 2020 and
2021. The Board had earlier proposed for
the retention of the distributable profit in
2019 to cater for the required capital build-up
post the requisite transfer to statutory reserves
in line with Section 30 of the Banking Act 2019.
The Board also wishes to inform shareholders
that the Central Bank of Sierra Leone has
suspended the payment of any dividend from
the 2019 and 2020 profits of all financial
Institutions and deposit taking micro finance
institution in Sierra Leone to provide cushion for
any shocks in the capital base of institutions due
to the impact of the COVID 19 pandemic.
These two decisions inherently provides for
the non-declaration of dividend for the
financial year 2019. Shareholders will be
accordingly issued with bonus shares to cater
for the expected capital growth

Moving forward
The Bank continued to move forwards and
upwards in 2019 despite the external
uncertainties. The team has stayed on track
to deliver a solid performance and through
it all, has exhibited great focus, discipline
a n d
r e s i l i e n c e .
There is still much to be done and while
external conditions are likely to be more
challenging in the near-term we remain
excited by the opportunities that lie ahead.
The Board will continue to oversee the task
of striking the right balance between
maximising opportunities on the one hand
and maintaining appropriate risk controls
on the other. I am convinced this will allow
us to improve returns in a strong, safe and
s u s t a i n a b l e
m a n n e r .
I have enjoyed every moment over the
almost six years as Chairman and member
of the Board of Directors for Standard
Chartered Bank Sierra Leone and I will take
with me all the fond memories and more
especially the experience of chairing a
global bank that has remained true to its
commitment in serving the country and
people of Sierra Leone. Let me take this
opportunity to thank all my fellow Board
members both past and present. I will leave
behind a stronger and solid bank and this
would not have possible without the
support of the Management team and staff
of the Bank and most importantly our
clients and our communities. I am gratified
to have served.
Herbert Macleod
C h a i r m a n
25th March 2020

Delivering on our commitments
This time last year, I said that Standard
Chartered stood at an inflection point,
poised for sustainable and higherreturning growth. Guided by the
refreshed strategic priorities we set for
ourselves in 2019, we are now
delivering on that promise. By
maintaining discipline on the things
within our control and keeping a sharp
focus on the areas in which we are
most differentiated, we grew
underlying earnings per share 33 per
cent and generated a further
s i gn i fi c a n t i m pro v e m e n t i n o u r
return on equity (ROE). This is despite
operating in a challenging business
environment.

Our balance sheet continues to be
resilient, liquid and increasingly diverse.
Total assets increased by 5 per cent to
Le851.7 billion. Loans and Advances
increased by 26 percent to Le91.8
billion. Investment in treasury bills
increased by 19 per cent to Le133.4
billion. Clients and institutional deposits
increased by 5 per cent to Le707.7
billion. The bank remained highly
capitalised with Capital Adequacy
Ratio of 55 percent above regulatory
limit of 15 per cent. Statutory Reserve
of Le37 billion is 82% of the Bank's
Paid up Capital demonstrating the
solid nature of our capital base.

From turnaround to
transformation

We c o n t i n u e t o p o s i t i o n b o t h
segments of our business in Sierra
Leone to respond to the changing
competitive landscape, evolving
clients' preferences and needs and to
tap opportunities in the local market.

Profit before tax of Le36.3 billion was
29 per cent higher than previous year
on the back of sustainable income
growth. Operating income grew by
6 per cent to Le101.2billion. Cost were
maintained at a moderated level growing
by 2 per cent as we deliver gross
e ff i c i e n c y s a v e s a h e a d o f p l a n ,
creating room to fund investment and
drive business growth.
Overall
impairment during the year recorded a
recovery of Le1.3billion as against a
charge in previous year, reflecting the
strong discipline and focus on higherquality origination within tightened risk
tolerances.

Delivering on our client commitment

Corporate Banking
Globally, the outbreak of the Covid-19
pandemic is re-shaping the way
Individuals and businesses interact.
We continue to leverage our technology
platform to provide safe and secure
electronic channels to support our
clients even at this difficult moment
where many clients have chosen to
work from home.

Increasingly, more clients are embracing our
proprietar y online banking platfor m,
Straight2Bank, especially for payroll and
supplier payments as well as
liquidity management. In line with our
commitment to continuously improve our
client experience, we will commence the
migration of our clients from
Straight2Bank to Straight2Bank NextGen
in early 2020. This will provide our clients
with greater flexibility, more user-friendly
features and better user experience. We
also increased our level of engagement
with the sovereign and gover nment
related entities, winning key mandates
from these sectors. We are very much
committed to deepen our foothold in the
short to medium term as we deliver
solution aimed at stimulating economic
growth.
Retail Banking
We are poised to invest over Le10billion in
2020 as we drive the transformation of the
Retail Banking Business. Significantly
improving on the quality of our environment
in which we serve clients and also offering
them alternate service delivery channels.
The investment will focus on optimisation
of our branches into the newest
generation of Standard Chartered Bank
global branches and expansion in proximity
channels.
The optimisation of our
branches when completed will redefine the
face of branch banking in the country. We
will deploy additional ATMs and Cash
Deposit Machines (CDMs) in 2020. The
introduction of CDMs will be the first in
the Sierra Leone market.
In readiness for our full digital offering we
are fixing the basic platfor ms and
i n f r a s t r u c t u re t o s u p p o r t s e a m l e s s
integration in the future
We have relaunched lending in our retail
banking business with the introduction of
cash backed secured lending as we
continue engagement for the deployment
of unsecured lending.
Conclusion and outlook
We delivered a creditable set of financial
performance. Strong balance sheet
momentum anchored by positive customer
liabilities and improved lending asset
quality.
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National Revenue Authority
(NRA) Award
Standard Chartered continues to be
recognised in Sierra Leone as ‘Most
Compliant Financial Institution’ and
‘Most Compliant Large Tax Payer’
2019, by the National Revenue
Authority. Idrissa Kamara, CEO Sierra
Leone; Mariama Kamara, Head of HR
Sierra Leone and Florence Nyakobi,
Head of HR Nigeria & West Africa, in
August 2019, represented the Bank at
the National Authority Award event,
receiving the Award on behalf of the
Bank.

Standard Chartered continues to be
recognised in Sierra Leone
as ‘Most Compliant Financial Institution’
and ‘Most Compliant Large Tax Payer’
2019, by the National Revenue Authority.
Idrissa Kamara, CEO Sierra Leone;
Mariama Kamara, Head of HR Sierra
Leone and Florence Nyakobi, Head of
HR Nigeria & West Africa, in August
2019, represented the Bank at the
N a t i o n a l A u t h o r i t y Aw a rd e v e n t ,
receiving the Award on behalf of the
Bank.

At this unprecedented time, we are all
dealing with a strange new reality and
the restrictions and challenges it is
bringing. The underlying momentum in
the fourth quarter of 2019 continued in
the opening months of 2020. However,
the impact of the recent novel
coronavirus (Covid-19) outbreak will
likely result in income growth in 2020
below our target range.
Our actions will continue to improve
client experience and create
differentiated proposition for all our
stakeholders. We are confident that we
can continue to generate significant
returns for shareholders.

We have taken significant steps to
reshape our business and we
are prepared to take further action if
the dampening external factors turn
out to be more structural or longlasting. But I believe the factors that are
likely to create economic headwinds in
2020 will turn out to be transitory.
We have always been a Bank with
firm belief in the long term
opportunities that the Sierra
Leone economy presents despite
the current headwinds. Guided by the
right strategy and united through our
purpose to drive commerce and
prosperity, I am confident that we have
set ourselves up for lasting success.

L-R Florence Nyakobi, Idrissa Kamara & Mariama Kamara

L-R Florence Nyakobi & The D.G of NASSIT presenting
the Award

Transforming AME Award- 2nd Runners up (Cheetah’s
Category)

Idirissa Kamara
Chief Executive Officer
25th March 2020

Paul Sefa-Badu
Head of Retail Banking

Chief Operating Offcer
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Standard Chartered Visa platinum

.

9

Annual Report 2019

10

Chief Operating Officer

Chief Operating Offcer
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Financial Controller

Appointed: June 2018 IN 2017
he made a cross implementing
the Bank’s Experience: Ebrima
joined border move to Standard
P l a n n i n g P ro c e s s i n c l u d i n g
Standard Chartered Banik
Chartered Bank sierra Leone
proactive development of
Gambia in January 2010 as as
Manager, Finance and Strategy,
business plans andCollections
Officer within the Balance Sheet
Management. budgets; monitor
progress then Consumer Banking.
He in June 2018 he was appointed
.

against these plans and . a moved
into the finance function Financial
C o n t r o l l e r. I n h i s B u d g e t s a n d
ensuring that the |In November 2010
and has Current role as Financial
business makes decisions 2,
neid several roles within the Controller,
Ebrima is | within the context of bath. /
function including Finance responsible for
all aspects of UCD E and RRS ee.
Operations Officer, Reporting accounting
and finance forthe ojectives
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Career: Paul joined SCBSL
in September 2018 as
Head Retail Banking Sierra
Leone He joined the Bank
in 2001 as a Branch
Assistant in Accra, Ghana
where he rose to the role
of a Regional Branch
Manager. He has worked
extensively in Sales,
Operations and Branch
Management where he
made signiﬁcant

Paul Sefa-Badu
Head Retail Banking
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contributions to the Retail
Banking business in Ghana.
He was voted best SCB
employee of the year in
2012 on the theme –
Leadership. Paul has a deep
knowledge of the Bank, our
business and network and
has provided valuable
leadership through his
various roles. Prior to this
appointment as Head Retail
Banking Sierra Leone, he was
the Head Client Acquisition
Ghana.

Solicitors:

Messrs. Alhadi+ Gordon Harris
Invictus Chambers
66, Pademba Road
Freetown
Sierra Leone
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these proﬁts to build the capital stock
of the Bank.
2019

2019
55.0%

47.0%

2019

2019

25th March 2020

Le 25.8 billion (2018: Le19.5 billion )

The Board proposed that pursuant to the
written Directive of the Central Bank date
5th June 2020, the Bank shall not use
proﬁts earned in the 2019 & 2020 ﬁnancial
years to pay dividends and / or distribute
reserves to shareholders; but rather, use

17

Annual Report 2019

Secretary

18

25th March 2020

19

Annual Report 2019

20

Financial Statement

2019

2018

Interest income

6

68,811,155

56,560,437

Interest expense

6

(6,074,533)

(1,920,616)

62,736,622

54,639,821

25,017,778

21,458,344

25,017,778

21,458,344

In thousands of Leones

Notes

Net interest income

Fees and commission income

7

Fees and commission income

Net trading income

8

13,210,505

17,909,801

Other operating income

9

234,655

1,114,875

Total revenue

13,445,160

19,024,676

101,199,560

95,122,841

Net impairment loss on loans and advances

10

1,342,786

(1,681,650)

Personnel expenses

11.1

(23,865,702)

(21,482,416)

Depreciation

11.2

(2,092,794)

(2,987,651)

Other expenses

11.3

(40,313,287)

(40,771,226)

36,270,563

28,199,898

(10,470,900)

(8,736,862)

25,799,663

19,463,036

25,799,663

19,463,036

25,799,663

19,463,036

25,799,663

19,463,036

25,799,663

19,463,036

25,799,663

19,463,036

Proﬁt before income tax
Income tax expense

14(a)

Proﬁt for the year
Other comprehensive income
Items that are or may be reclassiﬁed to proﬁt or loss
Fair value reserve
Net change in fair value
Other comprehensive income for the year, net of income tax
Total comprehensive income for the year

Proﬁt attributable to:
Equity holders of the Bank
Proﬁt for the year
Total comprehensive income attributable to:
Equity holders of the Bank
Total comprehensive income for the year
Earnings per share
Basic earnings per share (Leones)

12

0.56

0.43

Diluted earnings per share (Leones)

12

0.56

0.43

The notes on pages 17 to 106 are an integral part of these ﬁnancial statements

25th March 2020
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In thousands of Leones

Notes

2019

2018

Assets
Cash and cash equivalents

15(a)

596,527,731

597,428,958
-

Loans and advances to customers

16

91,755,590

73,008,373

Investment securities

17

133,435,170

112,462,334

Current tax assets

14d

3,192,111

3,186,518

Property, plant and equipment

18

20,162,106

15,060,966

Right of use assets

25a

Other assets

19

Total assets

271,707

-

6,382,151

8,324,489-

851,726,566

809,471,638

Liabilities
Deposits from banks

20

10,018,794

4,067,329

Deposits from customers

21

697,636,894

671,600,546

Deferred tax liabilities

14e

6,351,932

6,140,584

Lease liability

25b

1,834

Other liabilities

22

Total liabilities

-

29,041,855

39,497,207-

743,051,309

721,305,666

Equity
Share capital

23

45,767,265

30,511,510

Reserves

24

43,856,010

36,881,047

24(e)

19,051,982

20,773,415

holders of the Bank

108,675,257

88,165,972

Total liabilities and equity

851,726,566

809,471,638
-

Retained earnings
Total equity attributable to the equity

These ﬁnancial statements were approved by the Board of Directors on 25

25th March 2020
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In thousands of Leones

Balance at 1 January 2019

Share
capital
30,511,510

Capital
reserve
5,468,272

Other
reserves
702,837

Total
reserve
36,881,047

Net proﬁt for the year
Other comprehensive income, net of income tax:
Net change in fair value
Net amount transferred to proﬁt or loss

-

-

-

-

-

-

-

-

-

-

Total other comprehensive income for the year

-

-

-

-

-

-

-

Other transfer
Allowances for losses on loans and advances
IFRS 9 Day 1 impact (2018)
Transfer to statutory reserve
Transfer to capital reserve
Transfer to share capital

15,255,755

-

Total transfers

15,255,755

-

6,449,916

525,047

Total comprehensive income and other transfers

15,255,755

-

6,449,916

525,047

6,449,916
-

564,946
(39,899)
-

564,946
(39,899)
6,449,916

Retained
earnings
20,773,415

Total
88,165,972

25,799,663

25,799,663

25,799,663

25,799,663

(564,946)
39,899
(6,449,916)

-

(15,255,755)

-

6,974,963

(22,230,718)

-

6,974,963

3,568,945

25,799,663

-

Transactions with owners of the bank, recorded ‘
directly in equity
Contribution by and distributions to owners
Prior year adjustment
IFRS 16 Day 1 impact
Issue of bonus shares
Dividend to shareholders

-

-

-

-

-

201,902
(208)
(5,492,072)

201,902
(208)
(5,492,072)

Total contribution by and distributions to owners

-

-

-

-

-

(5,290,378)

(5,290,378)

Balance at 31 December 2019

45,767,265

5,468,272

The notes on pages 17 to 106 are an integral part of these ﬁnancial statements
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Statutory
reserve
30,709,938
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37,159,854

1,227,884

43,856,010

19,051,982

108,675,257

In thousands of Leones

Balance at 1 January 2018

Share
capital
30,511,510

Capital
reserve
5,468,272

Statutory
reserve
30,709,938

Other
reserves
702,837

T otal
reserve
36,881,047

Retained
earnings
19,007,055

Total
86,399,612

19,463,036

19,463,036

Net proﬁt for the year
Other comprehensive income, net of income tax:
Fair value reserve (available for sale treasury bills)
Net change in fair value
Net amount transferred to proﬁt or loss

-

-

-

-

-

-

-

-

-

-

Total other comprehensive income for the year

-

-

-

-

-

Other transfer
Allowances for losses on loans and advances
Transfer to statutory reserve
Transfer to share capital

-

-

-

-

-

-

-

Total transfers

-

-

-

-

-

-

-

Total comprehensive income and other transfers

-

-

-

-

-

19,463,036

19,463,036

Transactions with owners of the bank, recorded
directly in equity
Contribution by and distributions to owners
Issue of bonus shares
Dividend to shareholders

-

-

-

-

-

(17,696,676)

(17,696,676)

Total contribution by and distributions to owners

-

-

-

-

-

(17,696,676)

(17,696,676)

20,773,415

88,165,972

Balance at 31 December 2018

30,511,510

5,468,272

30,709,938

702,837

36,881,047

19,463,036

19,463,036
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Financial Statement

STATEMENT OF CASH FLOWS
In thousands of Leones
Notes

Cash ﬂows from operating activities
Proﬁt after tax
Adjustment for:
Depreciation
Net impairment losses on loans and advances
Net interest income
Income tax expense
Proﬁt on ﬁxed asset disposed
Property, plant and equipment reconciliation adjustment
Prior year adjustment

11.2
10
6
14a

24e

Changes in
- loans and advances to customers
- deposits from banks
- other assets
- deposits from customers
- other liabilities

Interest received
Interest paid
Income tax paid
Finance cost ROU

6a
6b
14d
25b

Net cash generated from operating activities

Cash ﬂows from investing activities
Sale of investments securities
Purchase of property, plant and equipment
Proceeds from sale ﬁxed assets

17a
18

Net cash used in investing activities
Cash ﬂows from ﬁnancing activities
Dividend paid
Finance lease

23b

Net cash used in ﬁnancing activities

Net increase in cash and cash equivalents
Cash and cash equivalents at 1 January
Cash and cash equivalents at 31 December

The notes on pages 17 to 106 are an integral part of these ﬁnancial statements
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15a

2019

2018

25,799,663

19,463,036

2,092,794
(1,342,786)
(62,736,622)
10,470,900
201,902

2,987,651
1,681,650
(54,639,821)
8,736,862
(1,114,875)
(984,324)
-

(25,514,149)

(23,869,821)

(17,404,430)
5,951,465
1,942,338
26,036,348
(4,243,668)
__________
12,282,052
68,811,155
(6,074,533)
(10,265,145)
306
_________
64,753,835
_________

(3,747,451)
1,488,598
(41,388)
165,737,109
(26,742,145)
__________
136,694,723
56,560,437
(1,920,616)
(9,258,740)
___________
182,075,804
___________

(20,972,836)
(7,464,008)
_________
(28,436,844)

14,003,916
(4,320,170)
1,223,604
_________
10,907,350

(11,703,756)
(313)
_________
(11,704,069)
_________

(16,869,932)
_________
(16,869,932)
_________

(901,227)

152,243,401

597,428,958
___________
596,527,731
===========

445,185,556
___________
597,428,958
===========

1

REPORTING ENTITY
Standard Chartered Bank Sierra Leone Limited (the Bank) is a company domiciled in Sierra Leone. The
address of the Bank's registered oﬃce is 9 and 11 Lightfoot Boston Street, Freetown. The ﬁnancial
statements of the Bank as at and for the year ended 31 December 2019 comprise those of the Head Oﬃce
and its branches. The Bank is primarily involved in retail, ﬁnancial services and wholesale banking
services.
The Bank's parent company is Standard Chartered Bank Africa BV Holding. The ultimate holding company
is Standard Chartered Bank PLC registered in England and Wales and is the largest group in which the
results of all subsidiaries are consolidated.

2

BASIS OF PREPARATION
The ﬁnancial statements of Standard Chartered Bank Sierra Leone
accordance with International Financial Reporting Standards (IFRSs)
Accounting

Standards

Board

(IASB).

They

were

authorised

for

issue

Limited have been
as issued by the
by the

Bank's Board

prepared in
International
of Directors.

Details of the Bank's accounting policies are included in note 31.
These ﬁnancial statements are presented in Leones, which is the Bank s functional currency. Except as
otherwise indicated the ﬁnancial information presented in Leones has been rounded to the nearest
thousand.
The preparation of ﬁnancial statements in compliance with adopted IFRS requires the use of certain
critical accounting estimates. It also requires the Bank's management to exercise judgement in applying the
Bank's accounting policies.
Basis of measurement
The ﬁnancial statements have been prepared on
items (refer to individual accounting policies for details):
-

a

historical

cost

basis,

except

for

the

following

Financial instruments – fair value through proﬁt or loss
Financial instruments – fair value through other comprehensive income
Net deﬁned beneﬁt liability

Changes in accounting policies
a)

New standards, interpretations and amendments eﬀective from 1 January 2019
New standards impacting the Bank that will be adopted in the annual ﬁnancial statements
for the year ended 31 December 2019, and which have given rise to changes in the Bank s
accounting policies are:
•
•
•

IFRS 16 Leases (IFRS 16); and
IFRIC 23 Uncertainty over Income Tax Treatments (IFRIC 23)

•
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Detailsof the impactof IFRS 16 is given in note 25. Other new and amendedstandardsand Interpretations
issued by the IASB that will apply for the ﬁrst time in the next annual ﬁnancial statementsare not
expected to impact the Bank as they are either not relevant to the Bank s activities.

b) New standards, interpretations and amendments not yet eﬀective
There are a number of standards, amendments to standards, and interpretationswhich have
been issued by the IASB that are eﬀective in future accounting periods that the Bank has
decided not to adopt early. The most signiﬁcant of these are:
•

IAS 1 Presentation of Financial Statements and IAS 8 Accounting Policies, Changes in Accounting Estimates
and Errors (Amendment – Deﬁnition of Material).

•

IFRS 3 Business Combinations (Amendment – Deﬁnition of Business).

•

Revised Conceptual Framework for Financial Reporting.

Others
The Bank does not expect any other standards issued by the IASB, but not yet eﬀective, to
have a material impact on the Bank.
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NOTES TO THE FINANCIAL STATEMENTS

3.

CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS
In preparing these financial statements,the Directors have made judgements,estimates and assumptions
that aﬀect the application of the Bank s accounting policies and the reported amounts of assets,
liabilities, income and expenses. Actual reports may diﬀer from these estimates.
Estimatesand underlyingassumptionsare reviewed on an on-going basis. Revisions to accountingestimates
are recognised prospectively.
(a) Judgements
Informationabout judgementsmade in applying accounting policies that have the most signiﬁcant
eﬀects on the amounts recognised in the ﬁnancial statements is set out below:

(i) Impairment losses on loans and advances
The Bank reviews its loan portfolios to assess impairmentat least on a quarterly basis. In
determiningwhether an impairmentloss should be recorded in the statement of comprehensive
income, the Bank makes judgementsas to whether there is any observable data indicating
that there is a measurabledecrease in the estimatedfuture cashﬂows from a portfolio of loans
before the decrease can be identiﬁed with an individual loan in that portfolio. This evidence
may include observabledata indicating that there has been an adverse change in the payment
status of borrowers in a Bank, or national or local economic conditions that correlate with
defaults on assets in the Bank.
Management uses estimates based on historical loss experience for assets with credit risk
characteristicsand objective evidence of impairment similar to those in the portfolio when
scheduling its future cashﬂows.
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Judgements (contd)
The methodology and assumptions used for estimating both the amount and timing of future
cashﬂows are reviewed regularly to reduce any diﬀerences between loss estimates and actual
loss experience.
(b) Assumptions and estimation uncertainties
Informationabout assumptionsand estimation uncertaintiesthat have a signiﬁcant risk of resulting
in a material adjustment in the year ended 31 December 2019 is set out below in relation
to the impairment of ﬁnancial instruments and in the following notes in relation to other areas:
•

Note 14(f) -

•

Note 25

•

Note 31(h) -

-

recognition of deferred tax assets: availability of future taxable proﬁt against
which carry forward tax losses can be used;
recognition and measurement of provisions and contingencies: key assumptions
about the likelihood and magnitude of an outﬂow of resources.
Identiﬁcation and measurement of impairment.

Impairment of ﬁnancial instruments
Assets accountedfor at amortisedcost are evaluatedfor impairmenton the basis described in note
31(h).
The individual component of total allowance for impairment applies to ﬁnancial assets evaluated
individuallyfor impairmentand is based on management sbest estimate of the present value of
cashﬂows that are expected to be received. In estimating these cashﬂows, management
makes judgementsabout a debtor sﬁnancial situation and the net realisable value of any underlying
collateral. Each impaired asset is assessed on its merits, and the workout strategy and estimate of
cashﬂows considered recoverable are independently approved by the Credit Risk function.
A collective component of the total allowance is established for:

29

•

groups of homogeneous loans that are not considered individually signiﬁcant; and

•

groups of assets that are individuallysigniﬁcantbut that were not found to be individuallyimpaired
(loss 'incurred but not reported' or IBNR).
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NOTES TO THE FINANCIAL STATEMENTS (Contd)
Assumptions and estimation uncertainties (contd)
The collective allowance for groups of homogeneous loans is established using statistical methods
such as roll rate methodology or, for small portfolios with insuﬃcient information, a formula
approach based on historical loss rate experience. The roll rate methodology uses statistical
analysis of historical data on delinquency to estimate the amount of loss. Management applies
judgements to ensure that the estimate of loss arrived at on the basis of historical information
is appropriately adjusted to reﬂect the economic conditions and product mix at the reporting
date. Roll rates and loss rates are regularly benchmarked against actual loss experience.
The IBNR allowance covers credit losses inherent in portfolios of loans and advances,
and held-to-maturity investment securities with similar credit risk characteristics when there is
objective evidence to suggest that they contain impaired items but the individual impaired
items cannot yet be identiﬁed.
In assessing the need for collective loss allowance, management considers factors such as
credit quality, portfolio size, concentrations and economic factors. To estimate the required
allowance, assumptions are made to deﬁne how inherent losses are modelled and to determine
the required input parameters, based on historical experience and current economic conditions.
The accuracy of the allowance depends on the model assumptions and parameters used
in determining the collective allowance.
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26,1,55,287

26,973,675

224,846,147
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18 PROPERTY, PLANT AND EQUIPMENT
See accounting policy in Note 31(U)
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NOTES FORMING PART OF THE FINANCIAL STATEMENTS (Contin):

Work-in-progress comprises payments made for on-going installation of IP CCTV, Aberdeen Roundabout Project,
Lenel installation project,upgrading of our freehold property at Hill cut road.
19 OTHER ASSETS
Prepaid expenses
Accrued interest
Sundry receivables

20 DEPOSITS FROM BANKS
See accounting policy in Note 31(0)
Other deposits from banks

21 DEPOSITS FROM CUSTOMERS
See accounting policy in Note 31(0)

Retail customers:
Current accounts
Savings accounts
Time deposits
Customers foreign currency funds held

Corporate customers:
Current accounts
Savings accounts
Time deposits
Customers foreign currency funds held

At 31 December 2019 Le11.008 billion (2018: Le7.621 billion) of deposits from customers are expected to be
settled more than 12 months after the reporting date.
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NOTES FORMING PART OF THE FINANCIAL STATEMENTS (Contin):
In thousands of Leones
22 OTHER LIABILITIES

Sundry creditors
Impersonal accounts
Other provisions
Unpaid dividend

In thousands of Leones
23 SHARE CAPITAL
See accounting policy in Note 31(s)

Authorised share capital
Ordinary shares of Le1 each
Balance at 1 January and 31 December

Issued share capital
Ordinary shares of Le1 each
Balance at 1 January
Issued during the year as bonus shares
Balance at 31 December

The shareholding structure of the Bank at the reporting date was as follows:

Standard Chartered Bank PLC
Other corporate and private individuals

In September 2019, shareholders of the Bank approved the retention of SLL15.3 billion in an Annual General
Meeting to ensure the Bank comply with the minimum paid-up capital of SLL45 billion for all commercial
Banks as at end December 2019 as per the Bank of Sierra Leone directive. This amount was transfered to
a capital reserve prior to the issuance of bonus shares.
a) The holders of ordinary shares are entitled to receive dividends as declared from time to time and
are entitled to one vote per share at meetings of the Bank.
All ordinary shares rank equally with regards to the Bank's residual assets.
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NOTES FORMING PART OF THE FINANCIAL STATEMENTS (Contin):
b) Dividend
After the reporting date the following dividends were proposed by the Board of Directors. The
dividends have not been recognised as liabilities

LeO.27 per ordinary share (2018: Le0.18)

Dividend paid
Unpaid dividend as at 1 January
Dividend declared in the previous year
Unpaid dividend as at 31 December

24 RESERVES AND RETAINED EARNINGS
See accounting policy in Note 31(s)
Revaluation reserves
Statutory reserves 24(b)
Fair value reserves 24(c)
Other reserves 24(d)
Total reserves as at 31 December

(a) Revaluation reserves
The capital reserves represent surpluses arising from the revaluation of the freehold buildings and
leasehold premises of the Bank.

(b) Statutory reserves
Section 30(2) of the Banking Act 2019 requires a licensed bank to transfer out of profits for each year,
to a reserve fund an amount of 50% of the net profit for the year where the balance of the reserve
fund is less than 50% of the paid up capital of the bank, an amount of 25% of the net profit
for the year where the balance of the reserve fund is 50% or more but less than 100% of the
paid up capital of the bank and 12.5% of the net profit for the year where the balance of the
reserve fund is equal to 100% or more of the paid up capital of the bank. The Bank of Sierra Leone
prescribed capital of the Bank at 31 December 2019 was Le45 billion. Accordingly, 25% of the profit has been
transferred to reserve.
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NOTES FORMING PART OF THE FINANCIAL STATEMENTS (Contin):
In thousands of Leones

Balance as at 1 January
Transfer from net profit
Transfer to share capital

Balance at 31 December

(c) Fair value reserve

Balance as at 1 January
Treasury bills provision

Balance at 31 December

(d) Other reserves

Balance as at 1 January
Allowances for losses on loans and advances
transferred from/(to) retained earnings
Allowances on loans and advances (2018)

Balance at 31 December

Other reserves is the credit’ risk reserve which’ represents the excess of impairment losses
computed under the Prudential Guidelines over the impairment losses computed under
International Financial Reporting Standards appropriated from retained earnings.

(e) Movements in retained earnings were as follows:

At 1 January

Net profit for the year
Transfer to statutory reserves
Dividends
Transfer (to)/from other reserves 24(d)
Prior year adjustment*
IFRS 9 Day 1 impact (2018)
IFRS 16 Day 1 Impact
Transfer to capital reserve

At 31 December
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At 1 January 2019
Additions
Amortisation
Effect of modification to lease terms
Variable lease payment adjustment
Foreign exchange movements

At 31 December 2019

25b LEASE LIABILITIES

At 1 January 2019
Additions
Interest expense
Short-term lease reclassification
Effect of modification to lease terms
Variable lease payment adjustment
Lease payments
Foreign exchange movements

At 31 December 2019
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26 CONTINGENCIES AND COMMITMENTS
(a) Acceptances, guarantees and letters of credit
In the normal course of business, the Bank enters into transactions involving acceptances, guarantees,
performance bonds and indemnities that have off-balance sheet risk. The majority of these
facilities are offset by corresponding obligations of third parties.
Guarantees and bid bonds include performance bonds and are, generally, short-term commitments
third parties which are not directly dependent on the customer's credit worthiness. The contractual
amounts of the Bank's off-balance sheet financial instruments that commit it to extend credit
customers are as follows:

The Plaintiff E. A. M. Jones & Company Limited brought an action against the Bank for breach
contract. Trial is ongoing and as at 31 December 2019, the financial impact of the outcome of this
.case was not yet known to the Bank
27 CAPITAL COMMITMENTS
Commitments for capital expenditure at 31 December 2019 amounted to Le7.5 billion (2018: Le5.9
billion).
28 RELATED PARTY DISCLOSURES
Related parties
Parent and ultimate controlling party
The Bank has a related party relationship with its parent body in the group. The parent body owns
81% of the total shareholding of the Bank.
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A number of business transactions are entered into with the Group. These include the maintenance of the
various nostro accounts on which interests are earned and the payment of certain operating and _ capital
expenditure on behalf of the Bank. The volume of the related party transactions, outstanding balances at
t h e y e a r e n d a n d t h e re l a t e d e x p e n s e s a n d i n c o m e f o r t h e y e a r a re a s f o l l o w s :
In thousands of Leones

The Bank has related party transactions with Standard Chartered Bank London for various customers for offshore letters of credits amounting to Le8.1 billion as at 31 December 2019.
On 29 March 2019 Standard Chartered Bank Sierra Leone Limited declared dividend of Le0.18 per share
to its shareholders for the year ended 31 December 2018. A _ total of Le5.5 billion net of withholding tax
was paid to the shareholders as_ dividends with Standard Chartered Bank PLC receiving Le4.449 billion.
A dividend of Le0.27 per share ffor all shares held as at 31 December 2019 was proposed by _ the
Board of Directors on 25" March 2020.

The Bank does not operate any profit sharing arrangements for any of its Officers and Executives.
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29 SUBSEQUENT EVENTS
Events subsequent to the balance sheet date are reflected only to the extent that they relate directly
to the financial statements and their effect is material.On 25™ March 2020 the board proposed a dividend of
Le0.27 per share to all shareholders on the register as at 31 December 2019; (31 December 2018: Le0.18 per
share).Sierra Leone has not yet reported any case of the Coronavirus infection and to maintain that status
some pre-emptivehealth measures are being taken country-wide. The Bank has undertaken an assessment of
he business and economic impact and Management expects the bank to mitigate the shocks of the
oronavirus pandemicand continue trading as a going concern. The subsidiary is leveraging Group support
nd mitigation plans.

exposure
objectives, policies and processes for measuring and managing risk, and the Bank's management of
capital.
Risk management framework
The Board of Directors has overall responsibility for the establishment and oversight of the Bank's
framework and in 2015 combined the Board Audit and Risk Committee to establish the Board Audit
and Risk Committee to ensure effective discharge of its risk oversight responsibility.
The Board Audit and Risk Committee is responsible for monitoring compliance with the risk management
policies and procedures, reviewing the adequacy of the risk management’ framework in relation’ to
the risks faced by the Bank, the appropriateness and effectiveness of the Bank's” risk management
systems and controls and also consider the implications of changes proposed to regulations and
legislation that are material to the Bank's risk appetite and management of risk. The Board Audit and
Risk Committee is assisted in these functions by the Head of Compliance. The Head of Compliance
undertakes both regular and ad-hoc reviews of risk management controls and procedures, the results
of which are reported to the Board Audit and Risk Committee.
The Board Audit and Risk Committee is responsible for monitoring the Bank's compliance’ with financial
accounting policies and pronouncements, keep under’ review the appropriateness of the accounting
policies and internal controls systems, consider external auditors’ report and also reviewing’ the
resources, scope, authority and operations of the Country Audit function. The Board Audit and_ Risk
Committee is assisted in these functions by the Head of Audit. The Head of Audit undertakes both
regular and ad-hoc reviews of audit management controls and procedures, the results of
which are reported to the Board Audit and Risk Committee.
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(b) Credit risk
Credit risk is the risk of financial loss to the Bank if a customer or counterparty to a financial instrument
fails to meet its contractual obligations, and arises principally from the Bank's loans and advances to
customers. For risk management reporting purposes, the Bank considers and consolidates all elements
of credit risk exposure (such as individual obligor default risk, and sector risk).
Settlement risk
The Bank's activities may give rise to risk at the time of settlement of transaction and trade. Settlement
risk is the risk of loss due to the failure of a company to honour its obligation to deliver cash securities
or other assets as contractually agreed.
Management of credit risk
The Board of Directors has delegated responsibility for the management of credit risk to its Board
Credit Committee.
A separate risk management group, reporting to the Board Credit Committee, is
responsible for oversight of the Bank's credit risk, including:
° Formulating credit policies covering collateral requirements, credit assessment, risk grading and
reporting, documentary and legal procedures, and compliance with regulatory§ and statutory
requirements.
° Establishing the authorisation structure for the approval and renewal of credit facilities. All
facilities require the prior approval of the Bank's’ Credit Committee. Larger facilities require
approval by the Board of Directors, as appropriate.
° Reviewing and assessing credit risk the Bank's Credit Committee assesses all credit exposures,
prior to facilities being committed to customers. Renewals and reviews of facilities are subject
to the same review process.
° Limiting concentrations of exposure to counter parties and industries (for loans and advances).
° Developing and maintaining the Bank's risk gradeings in order to categorise exposures according
to the degree of risk of financial loss faced and to focus management on the attendant risks.
The risk grading system is used in determining where impairment provisions may be required
against specific credit exposures. The current risk grading framework consists of five grades
reflecting varying degrees of risk of default and the availability of collateral or other credit risk
mitigation. The responsibility for setting risk grades lies with the final approving executive/
committee as appropriate. Risk grades are subject to regular reviews by the Credit Policy
Committee/Credit Risk Committee.
° Reviewing compliance with agreed exposure limits, including those for selected industries, and
product types. Regular reports are provided to the Credit Issues Committee on the credit
quality of loan/advances portfolios and appropriate corrective action is taken.
° Providing advice, guidance and specialist skills to promote best practice throughout the Bank in
the management of credit risk.
The Bank is required to implement credit policies and procedures, with credit approved authorities
delegated from the Board Credit Committee.
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(c ) Liquidity risk
Liquidity risk is the risk that the Bank will encounter difficulty in meeting obligations from its
financial liabilities that are settled by delivering cash or another financial assets.
Management of liquidity risk
The Bank's approach to managing liquidity is to ensure, as far as possible, that it will always have
sufficient liquidity to meet its liabilities when due, under both normal and stressed conditions,
without incurring unacceptable losses or risking damage to the Bank's reputation. The key elements
of the Bank's liquidity strategy are as follows:
° Maintaining a diversified funding base consisting of customer deposits (both retail and corporate)
and wholesale market deposits and maintaining contingency facilities.
° Carrying a portfolio of highly liquid assets, diversified by currency and maturity.
° Monitoring liquidity ratios, maturity mismatches, behavioural characteristics of the Bank's
financial assets and financial liabilities, and the extent to which the Bank's assets are encumbered
and so not available as potential collateral for obtaining funding.
° Carrying out stress testing of the Bank's liquidity position.
Management receives information from other business units regarding the liquidity profile of their
financial assets and liabilities and details of other projected cashflows arising from projected future
business. Management then maintains a portfolio of short-term liquid assets, largely made up of
short-term liquid investment securities, loans and advances to customers, to ensure that sufficient
liquidity is maintained within the Bank as a whole. The liquidity requirements of the Bank are met
through short-term investment to cover any short-term fluctuations and longer term funding to address
any structural liquidity requirements.
When the Bank is subject to a liquidity limit imposed by its local regulator, the Bank is responsible
for managing its overall liquidity within the regulatory limit in co-ordination with management.
Management monitors compliance of all operating activities with local regulatory limits on a daily basis.
The daily liquidity position is monitored and regular liquidity stress testing is conducted under a variety
of scenarios covering both normal and more severe market conditions. All liquidity policies and
procedures are subject to review and approval by ALCO. Daily reports cover the liquidity position of
the Bank. A summary report, including any exceptions and remedial action taken, is submitted
regularly to ALCO.
(d) Market risks
Market risk is the risk that changes in market prices, such as interest rate, equity prices, foreign
exchange rates and credit spreads (not relating to changes in the obligor's / issuer's credit standing)
will affect the Bank's income or the value of its holdings of financial instruments. The objective of
market risk management is to manage and control market risk exposures with acceptable parameters,
while optimising the return on risk.
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Management of market risks
The Bank separates its exposure to market risk between trading and _ non-trading portfolios.
Trading portfolios mainly are held by the treasury unit, and include positions arising from
market making and proprietary position taking, together with financial assets and liabilities that
are managed on a fair value basis.
Overall authority for market risk is vested in the Board. ALCO is responsible for the development of
detailed risk management policies (subject to review and approval by the Board and for the day-to-day
review of their implementation).
Exposure to market risk - trading portfolios
The principal tool used to measure and control market risk exposure within the Bank's trading portfolios
are limits placed on open positions. Specified limits have been set for open positions which
is the expected maximum exposure the Bank is to be exposed to.
The Bank uses open position limits for specific foreign exchange risks. The overall structure of the
limits is subject to review and approval by the Board. Open position is measured at least daily and
more regularly for days of active trade. Regular reports of utilisation of open limits are submitted
to the Board/Management Committee.
Exposure to interest rate risk - non-trading portfolios
The principal risk to which non-trading portfolios are exposed is the risk of loss from fluctuations in
the future cashflows or fair values of financial instruments because of a change in market interest rate.
Interest rate risk is managed principally through monitoring interest rate gaps and by having preapproved limits for repricing bands. The ALCO is the monitoring body for compliance with these
limits and is assisted by Market Risk in its day-to-day monitoring activities.
(e) Currency risk
The Bank takes on exposure to effects of fluctuations in the prevailing foreign currency exchange rates
on its financial position and cashflows. The Board sets limits on the level of exposure by currency
and in total for both overnight and intra-day positions, which are monitored daily.
(f) Operational risks
Operational risk is the risk of direct or indirect loss arising from a wide variety of causes associated
with the Bank's processes, personnel, technology and infrastructure, and from external factors other
than credit, market and liquidity risks such as those arising from legal and regulatory requirements
and generally accepted standards of corporate behaviour. Operational risks arise from all of the
Bank's operations.
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The Bank's objective is to manage operational risk so as to balance the avoidance of financial losses
and damage to the Bank's reputation with overall cost effectiveness and to avoid control procedures
that restrict initiative and creativity.
The primary responsibility for the development and implementation of controls to address operational
risk is assigned to senior management within the Bank. This responsibility is supported through the
Bank's Operational Risk Framework (ORF). The Bank's operational risk management approach serves
to continually improve its ability to anticipate all material risks and to increase its ability to
demonstrate, with a high degree of confidence, that those risks are well controlled. It also clarifies
and reinforces the need for clear ownership and accountability for all processes across the Bank,
with no significant gaps or duplication. The framework includes the following:
° Requirements for appropriate segregation of duties, including the independent authorisation of
transactions;
° Requirements for the reconciliation and monitoring of transactions;
° Compliance with regulatory and other legal requirements;
° Documentation of controls and procedures;
° Requirements for the periodic assessment of operational risks faced, and the adequacy of controls
and procedures to address the risk identified;
° Requirements for the reporting of operational losses and proposed remedial action;
° Development of contingency plans;
° Training and professional development;
° Ethical and business standards;
° Risk mitigation, including insurance where this is effective.
Compliance with the Bank's policies is supported by a programme of independent periodic reviews
undertaken by the Head of Compliance and Head of Audit. The results of internal audit reviews
are discussed with the management of the Bank with summaries submitted to the senior management
of the Bank.
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31 SIGNIFICANT ACCOUNTING POLICIES
The Bank has consistently applied the following accounting policies to all periods presented in these
financial statements.
Set out below is an index of the significant accounting policies, the details of which are available on
the pages that follow:
(a)
(b)
(c)
(d)
(e)
(f)
(g)
(h)
(i)
(j)
(k)
(l)
(m)
(n)
(0)
(p)
(q)
(r)
(s)
(t)
(u)

Basis of preparation
Foreign currency
Interest
Fees and commission
Net trading income
Lease
Income tax
Financial assets and financial liabilities
Cash and cash equivalents
Loans and advances
Investment securities
Property and equipment
Intangible assets
Impairment of non-financial assets
Deposits
Provisions
Financial guarantees
Employee benefits
Share capital and reserves
Earnings per share
Segment reporting

81
82
82
83
83
83
86
87
100
100
101
101
102
103
104
104
105
105
105
106
106

(a) Basis of preparation
The financial statements have been prepared in accordance with IFRS and the requirements of the
Banking Act 2019, the Banking Regulations 2003; and the Companies Act 2009.
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(b) Foreign currency
Foreign currency transactions
Transactions in foreign currencies are translated into the respective functional currency of the
operation at the spot exchange rate at the date of the transactions. Monetary assets and _ liabilities
denominated in foreign currencies at the reporting date are retranslated into the functional currency at
the spot exchange rate at that date. The foreign currency gain or loss on monetary items is the
difference between amortised cost in the functional currency at the beginning of the year, adjusted
for effective interest and payments during the year, and the amortised cost in foreign currency
translated at the spot exchange rate at the end of the year.
Non-monetary assets and liabilities denominated in foreign currencies that are measured at fair
value are retranslated into the functional currency at the spot exchange rate at the date that the fair
value was determined. Non-monetary assets and liabilities that are measured in terms of historical cost
in a foreign currency are translated using the exchange rate at the date of the transaction.
Foreign currency differences arising on retranslation are recognised in profit or loss, except for
differences arising on the retranslation of available-for-sale equity instruments or a financial
liability designated as the hedging instrument in a hedge, which are recognised directly in equity.
(c) Interest
Interest income and expense are recognised in profit or loss for all instruments measured at amortised
cost using the effective interest method.
The effective interest method is a method of calculating the amortised cost of a financial asset or
a financial liability and of allocating the interest income or interest expense over the relevant period.
The effective interest rate is the rate that exactly discounts estimated future cash payments and
receipts through the expected life of the financial asset or liability, (or where appropriate, a
shorter period) to the carrying amount of the financial asset or financial liability. When calculating
the effective interest rate, the Bank estimates cashflows considering all contractual terms of the
financial instrument but not future credit losses. The calculation of the effective interest rate
includes all transaction costs, fees and points paid or received that are an integral part of the
effective interest rate. Transaction costs include incremental costs that are directly attributable to
acquisition or issue of a financial asset or liability.
Interest income and expenses. presented in the statement of comprehensive’ income _ include:
- Interest on financial assets and financial liabilities measured at amortised cost calculated on
an effective interest basis.
- Interest on available-for-sale investment securities on an effective interest basis.
- Fair value changes
Interest income and expenses in all trading assets and liabilities are considered to be incidental to the
Bank's trading operations and are presented together with all other changes in the fair value of trading
assets and liabilities in net trading income.
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NOTES FORMING PART OF THE FINANCIAL STATEMENTS (Contin):
Fair value changes on derivatives held for risk management purposes and other financial assets and
liabilities carried at fair value through profit or loss are presented in net income from other financial
instruments at fair value in the statement of comprehensive income.
(d) Fees and commissions
Fees and commissions income and expense that are integral to the effective interest rate on a financial
asset or liability are included in the measurement of the effective interest rate.
Other fees and commission income, including account servicing fees, investment management fees,
sales commission, placement fees and syndication fees, are recognised as the related services are
performed. If a loan commitment is not expected to result in the draw-down of a loan, the related
loan commitment fees are recognised on a straight-line basis over the commitment period.
Other fees and commission expense related mainly to transaction and services fees, are expensed
as the services are received.
(e) Net trading income
Net trading income comprises gains less losses related to trading assets and liabilities and includes
all realised fair value changes, interest and foreign exchange differences.
(f) Leases
All leases are accounted for by recognising a right-of-use asset and a lease liability except for:
- Lease of low value assets; and
- Lease with a duration of 12 months or less.
IFRS 16 was adopted 1 January 2019 without restatement of comparative figures. The following
policies apply subsequent to the date of initial application, 1 January 2019.
Lease liabilities are measured at the present value of the contractual payments due to the lessor over
the lease term, with the discount rate determined by reference to the rate inherent in the lease
unless (as is typically the case) this is not readily determinable, in which case the company's incremental
borrowing rate on commencement of the lease is used. Variable lease payments are only included in
the measurement of the lease liability if they depend on an index or rate. In such cases, the initial
measurement of the lease liability assumes the variable element will remain unchanged throughout
the lease term. Other variable lease payments are expensed in the period to which they relate.
On initial recognition, the carrying value of the lease liability also includes:
- amounts expected to be payable under any residual value guarantee;
- the exercise price of any purchase option granted in favour of the company if it is reasonable
certain to assess that option;
- any penalties payable for terminating the lease, if the term of the lease has been estimated
on the basis of termination option being exercised.
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NOTES FORMING PART OF THE FINANCIAL STATEMENTS (Contin):
Right of use assets are initially measured at the amount of the lease liability, reduced for any lease
incentives received, and increased for:
- Lease payments made at or before commencement of the lease;
- initial direct costs incurred; and
- the amount of any provision recognised where the company is contractually required to dismantle,
remove or restore the leased asset.
Subsequent to initial measurement lease liabilities increase as a result of interest charged at a
constant rate on the balance outstanding and reduced for lease payments made. _ Right-of-use
assets are amortised on a straight-line basis over the remaining term of the lease or over the
remaining economic life of the asset if, rarely, this is judged to be shorter than the lease term.
When the company revises its estimate of the term of any lease (because, for example, it re-assesses
the probability of a lessee extension or termination option being exercised), it adjusts the carrying
amount of the lease liability to reflect the payments to make over the revised term, which are
discounted at the same discount rate that applied on lease commencement. The carrying value of
lease liabilities is similarly revised when the variable element of future lease payments dependent on
a rate or index is revised. In both cases an equivalent adjustment is made to the carrying value of
the right-of-use asset, with the revised carrying amount being amortised over the remaining
(revised) lease term.
When the company renegotiates the contractual terms of a lease with the lessor, the accounting depends
on the nature of the modification:
- if the renegotiation results in one or more additional assets being leased for an amount
commensurate with the standalone price for the additional rights-of-use obtained, the
modification is accounted for as a separate lease in accordance with the above policy;
- in all other cases where the renegotiated increases the scope of the lease (whether that is an
extension to the lease term, or one or more additional assets being leased), the lease liability
is remeasured using the discount rate applicable on the modification date, with the _ right-ofuse asset being adjusted by the same amount;
- If the renegotiation results in a decrease in the scope of the lease, both the carrying amount
of the lease liability and right-of-use asset are reduced by the same proportion to reflect the
partial of full termination of the lease with any difference recognised in profit or loss. The
lease liability is then further adjusted to ensure its carrying amount reflects the amount of
the renegotiated payments over the renegotiated terms, with the modified lease payments
discounted at the rate applicable on the modification date. The right-of-use asset is adjusted
by the same amount.
Nature of leasing activities (in the capacity as lessee)
The company leases a number of properties in the jurisdictions from which it operates. In some
jurisdictions it is customary for lease contracts to provide for payments to increase each year
by inflation or and in others to be reset periodically to market rental rates. In some jurisdictions
property leases the periodic rent is fixed over the lease term.
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NOTES FORMING PART OF THE FINANCIAL STATEMENTS (Contin):
The company does not lease items of plant and equipment. The company has no_ contracts
for services with distributors, which contain a lease of vehicles.
The percentages in the table below reflect the current proportions of lease payments that are
either fixed or variable. The sensitivity reflects the impact on the carrying amount of lease
liabilities and right-of-use assets if there was an uplift of 5% on the balance sheet date to
lease payments that are variable.

At st December 2019

The company sometimes negotiates break clauses in its property leases. On a case-by-case basis, the
company will consider whether the absence of a break clause would exposes the company to excessive
risk. Typically factors considered in deciding to negotiate a break clause include:
- the length of the lease term;
- the economic stability of the environment in which the property is located; and
- whether the location represents a new area of operations for the company.
At 31 December 2019 the carrying amounts of lease liabilities are not reduced by the amount of
payments that would be avoided from exercising break clauses because on both dates it was
considered reasonably certain that the company would not exercise its right to exercise any right
to break the lease.
Short-term lease
pense
Low value lease
expensethe measurement of lease liabilities
Aggregate undiscounted
commitments for short-term lease
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At st December 2019
Up to 3
months
Le 1000
Lease Liabilities

Between
3 to 12
months
Le ‘000

Between
1 to 2
years
Le 1000

Between
2 to 5
years
Le 1000

Over 5
years
Le 1000
1, 834

(g) Income tax
(i) Tax expense
Tax expense comprises current and deferred tax. Current tax and deferred tax are recognised in profit or loss
except to the extent that they relate to items recognised directly in equity or in other comprehensive income.
(ii) Current tax
Current tax is the expected tax payable or receivable on the taxable income or loss for the year and any adjustments
to the tax payable or receivable in respect of previous years. The amount of current tax payable or receivable
is the best estimates of the tax amount expected to be paid or received that reflects uncertainty related
to income taxes if any. It is measured using tax rates enacted or substantively enacted at the reporting date.
Current tax also includesany tax arising from dividends.
(iii) Deferred tax
Deferred tax is recognised in respect of temporary differences between the carrying amounts of assets and
liabilities for financial reporting purposes and the amounts used for taxation purposes.
Deferred tax is not recognised for the following temporary differences: the initial recognition of goodwill, the
initial recognition of assets or liabilities in a transaction that it not a business combination and that affects
neither accounting nor taxable profit or loss, and temporary differences relating to investments in subsidiaries
to the extent that it is probable that they will not reverse in the foreseeable future.
Deferred tax assets are recognised for unused tax losses, unused tax credits and deductible temporary differences
to the extent that it is probable that future taxable profits will be available against which they can be used. Future
taxable profits are determined based on business plans of the bank and the reversal of temporary differences.
Deferred tax assets are reviewed at each reporting date and are reduced to the extent that it is no longer
probable that the related tax benefit will realised.
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Deferred tax is measured at the tax rates that are expected to be applied to the temporary
differences when they reverse, based on the laws that have been enacted or substantively
enacted by the reporting date. Deferred tax assets and liabilities are offset if there is a legally
enforceable right to offset current tax liabilities against current tax assets, and they related to
income taxes levied by the same tax authority on the same taxable entity, or on different
tax entities, but they intend to settle current tax liabilities and assets on a net basis and their
tax assets and liabilities will be realised simultaneously.
Additional income taxes that arise from the distribution of dividends by the Bank are recognised
at the same time as the liability to pay the related dividend is recognised.
(iv) Tax exposures
In determining the amount of assets, liabilities and deferred tax to be recognised, the Bank
considers the impact of tax exposures including whether additional taxes and_ interest
may be due. This assessment relies on estimates and assumptions and may involve a series
of judgements about future events. New information may become available that causes the Bank to
change its judgement regarding the adequacy of tax liability provisions. Such changes to
tax liabilities would impact tax expense in the period in which such a determination is made.
(h) Financial instrument
(i) | Recognition
The Bank on the date of origination or purchase recognizes loans, debt and equity securities,
deposits and subordinated debentures at the fair value of the consideration paid. For
non-revolving facilities, origination date is the date the facility is disbursed while origination
date for revolving facilities is the date the line is availed. Regular-way purchases and _ sales
of financial assets are recognized on the settlement date. All other financial assets and liabilities
are initially recognized on the trade date at which the Bank becomes a party to the contractual
provisions of the instrument.
(ii) Classification and Measurement
Initial measurement of a financial asset or liability is at fair value plus transaction costs that
are directly attributable to its purchase or issuance. For instruments measured at fair value
through profit or loss, transaction costs are recognized immediately in profit or loss. Financial
assets include both debt and equity instruments.
° Amortised cost
° Fair Value through Other Comprehensive Income (FVOCI)
° Fair Value through Profit or Loss (FVTPL) for trading related assets
The Bank classifies all of its financial assets based on the business model for managing the assets
and the asset’s contractual cash flow characteristics.
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Business Model Assessment
Business model assessment involves determining whether financial assets are managed in order to
generate cash flows from collection of contractual cash flows, selling financial assets or both. The
Bank assesses business model at a portfolio level reflective of how groups of assets are managed
together to achieve a particular business objective. For the assessment of business model the Bank
takes into consideration the following factors:
° the stated policies and objectives for the portfolio and the operation of those policies in
practice. In particular, whether management’s § strategy focuses on earning contractual from
interest revenue, maintaining a particular interest rate profile, matching the duration of
the financial assets to the duration of the iabilities that are funding those assets. or
realizing cash flows through the sale of the assets;
° how the performance of assets in a portfolio is evaluated and reported to key decision makers
within the Bank’s business lines;
° the risks that affect the performance of assets held within a business model and how those risks
are managed;
° how compensation is determined for the Bank’s business lines’ management that manages the
assets; and
° the frequency and volume of sales in prior periods and expectations about future sales activity.
Management determines the classification of the financial instruments at initial recognition. The
business model assessment falls under three categories:
1 Financial assets held with the sole objective to collect contractual cash flows;
2 Financial assets held with the objective of both to collecting contractual cash flows and selling; and
3 Financial assets held with neither of the objectives mentioned above. These are basically financial
assets held with the sole objective to trade and to realize fair value changes.
The Bank may decide to sell financial instruments held under the first category with the
objective to collect contractual cash flows without necessarily changing its business model if one
or more of the following conditions are met:
° When the Bank sells’ financial assets to reduce credit risk or losses because of an
increase in the assets’ credit risk. The Group considers sale of financial assets that may
occur in category 1 to be infrequent if the sales is one-off during the Financial Year and/or
occurs at most once during the quarter or at most three (3) times within the Financial year.
° Where these sales are infrequent even if significant in value. A Sale of financial assets is
considered infrequent if the sale is one-off during the Financial Year and/or occurs at
most once during the quarter or at most three (3) times within the’ Financial Year.
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- Where’ these sales are _ insignificant in value both’ individually and in aggregate, even if
frequent. A sale is considered’ insignificant if the portion of the _ ffinancial assets sold _ is
equal to or less than five (5) per cent of the carrying amount (book value) of the _ total
assets within the business model.
- When these sales are made close to the maturity of the financial assets and the proceeds from the sales
approximates the collection of the remaining contractual cash flows. A sale is considered to be close to
maturity if the financial assets has a tenor to maturity of not more than one (1) year and/or the difference
between the remaining contractual cash flows expected from the financial asset does not exceed the cash flows
from the sales by ten (10) per cent.
Other reasons: The following reasons outlined below may constitute ‘Other Reasons’ that may necessitate selling
financial assets from category 1 that will not constitute a change in business model:
- Selling the financial asset to realize cash to deal with unforeseen need for liquidity (infrequent).
- Selling the financial asset to manage credit concentration risk (infrequent).
- Selling the financial assets as a result of changes in tax laws (infrequent).
- Other situations also depend upon the facts and circumstances which need to be judged by management.
Cash flow characteristics assessment
The contractual cash flow characteristics assessment involves assessing the contractual features of an
instrument to determine if they give rise to cash flows that are consistent with a basic lending arrangement.
Contractual cash flows are consistent with a basic lending arrangement if they represent cash flows that
are solely payments of principal and interest on the principal amount outstanding (SPPI).
Principal is defined as the fair value of the instrument at initial recognition. Principal may change over the life of
the instruments due to repayments. Interest is defined as consideration for the time value of money and the
credit risk associated with the principal amount outstanding and for other basic lending risks and_ costs
(liquidity risk and administrative costs), as well as a profit margin.
In assessing whether the contractual cash flows are solely payments of principal and interest, the Bank considers
the contractual terms of the instrument. This includes assessing whether the financial asset contains a contractual
term that could change the timing or amount of contractual cash flows such that it would not meet this condition.
In making the assessment, the Bank considers:
- contingent events that would change the amount and timing of cash flows;
- leverage features;
- prepayment and extension terms;
- terms that limit the Bank’s claim to cash flows from specified assets (e.g. non-recourse asset arrangements); and
- features that modify consideration of the time value of money - e.g. periodical reset of interest rates.
The Bank holds a portfolio of long-term fixed rate loans for which it has the option to propose a revision of the
interest rate at periodic reset dates. These reset rights are limited to the market rate at the time of revision.
The right to reset the rates of the loans based on the revision in market rates are part of the contractually
agreed terms on inception of the loan agreement, therefore the borrowers are obligated to comply with the
reset rates without any option of repayment of the loans at par at any reset date. The Bank has determined that
the contractual cash flows of these loans are solely payments of principal and interest because the option varies
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with the interest rate in a way that is considered a consideration for the time value of money,
credit risk, other basic lending risks and costs associated with the principal amount outstanding.
Financial assets with embedded derivatives are considered in their entirety when determining
whether their cash flows are solely payment of principal and interest.
a) Financial assets measured at amortised cost
Financial assets are measured at amortised cost if they are held within a business model whose
objective is to hold for collection of contractual cash flows where those cash flows represent
solely payments of principal and interest. After initial measurement, debt instruments’ in this
category are carried at amortized cost using the effective interest rate method. Amortized cost is
calculated taking into account any discount or premium on acquisition, transaction costs and
fees that are an integral part of the effective interest rate. Amortization is included in Interest
income in the Statement of Comprehensive Income. Impairment on financial assets measured at
amortized cost is calculated using the expected credit loss approach.
Loans and debt securities measured at amortized cost are presented net of the allowance for
credit losses (ACL) in the statement of financial position.
b) Financial assets measured at FVOCI
Financial assets are measured at FVOCI if they are held within a business model whose objective
is to hold for collection of contractual cash flows and for selling financial assets, where the
assets’ cash flows represent payments that are solely payments. of principal and interest.
Subsequent to initial recognition, unrealized gains and losses on debt’ instruments measured at
FVOCI are recorded in other comprehensive Income (OCI), unless the instrument is designated in
a fair value hedge relationship. When designated in a fair value hedge relationship, any changes
in fair value due to changes in the hedged risk is recognized in Non-interest income in the
Statement of Comprehensive Income. Upon derecognition, realized gains and losses are reclassified
from OCI and recorded in Non-interest income in the Statement of Comprehensive Income. Foreign
exchange gains and losses that relate to the amortized cost of the debt’ instrument § are
recognized in the Statement of Comprehensive Income. Premiums, discounts and related
transaction costs are amortized over the expected life of the instrument to interest income in
the Statement of Comprehensive Income using the effective interest rate method.
c) Financial assets measured at FVTPL
Debt instruments measured at FVTPL include assets held for trading purposes, assets held as part
of a portfolio managed on aé fair value basis and assets whose cash flows do not represent
payments that are solely payments of principal and interest. Financial assets may also be
designated at FVTPL if by so doing, it eliminates or significantly reduces an accounting mismatch
which would otherwise arise. These instruments are measured at fair value in the Statement of
Financial Position, with transaction costs recognized immediately in the Statement of Comprehensive
Income as part of Non-interest income. Realized and unrealized gains and losses are recognized a
s part of Non-interest income in the Statement of Comprehensive Income.
d) 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 issuer’s net assets.
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Equity instruments are measured at FVTPL, unless an election is made to designate them at
FVOCI upon purchase. For equity instruments measured at FVTPL, changes in fair value are
recognized as part of Non-interest income in the Statement of Comprehensive Income. The Bank
can elect to classify non-trading equity instruments at FVOCI. This election will be used for
certain equity investments for strategic or longer term investment purposes. The -FVOCI election
is made upon initial recognition, on an instrument-by-instrument basis and once made is
irrevocable. Gains and_ losses on these’ instruments including when derecognized/sold are
recorded in OCI and are not subsequently reclassified to the Statement of Comprehensive Income.
Dividends received are recorded in Interest income in the Statement of Comprehensive Income.
Any transaction costs incurred upon purchase of the security are added to the cost basis of the
security and are not reclassified to the Statement of Comprehensive Income on sale of the security.
Financial liabilities are classified into one of the following measurement categories:
- Amortised cost
- Fair Value through Profit or Loss (FVTPL)
e) Financial Liabilities at fair value through profit or loss
Financial liabilities accounted for at fair value through profit or loss fall into two categories:
financial liabilities held for trading and financial liabilities designated at fair value through profit
or loss on inception.
Financial liabilities at fair value through profit or loss are financial liabilities held for trading. A
financial liability is classified as held for trading if it is incurred principally for the purpose of
repurchasing it in the near term or if it is part of a portfolio of identified financial instruments
that are managed together and for which there is evidence of a recent actual pattern of short
term profit-taking. Financial liabilities held for trading also include obligations to deliver financial assets
borrowed by a short seller.
Gains and losses arising from changes in fair value of financial liabilities classified as held for
trading are included in the income statement and are reported as ‘Net gains/(losses) on financial
instruments classified as held for trading’. Interest expenses on financial liabilities held for
trading are included in ‘Net interest income’.
Financial liabilities are designated as FVTPL when either the designation eliminates or significantly reduces
an accounting mismatch which would otherwise arise. For liabilities designated at fair value through profit
or loss, all changes in fair value are recognized in Non-interest income in the Statement of
Comprehensive Income, except for changes in fair value arising from changes in the Bank’s own
credit risk which are recognized in OCI. Changes in fair value of liabilities due to changes in the
Bank’s own credit risk, which are recognized in OCI, are not subsequently reclassified to the
Statement of Comprehensive Income upon derecognition /extinguishment of the liabilities.
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f) Financial Liabilities at amortised cost
Financial liabilities that are not classified at fair value through profit or loss fall into this category
and are measured at amortised cost using the effective interest rate method. Financial liabilities
measured at amortised cost are deposits from banks or customers, other borrowed funds, debt
securities in issue for which the fair value option is not applied, convertible bonds and
subordinated debts.
iii Reclassiﬁcations
Financial assets are not reclassified subsequent to their initial recognition, except in the period
after the Bank changes its business model for managing financial assets. A change in the
Bank’s business model will occurs only when the Bank either begins or ceases to perform an
activity that is significant to its operations such as:
° Significant internal restructuring or business combinations; for example an acquisition of
a private asset management company that might necessitate transfer and sale of loans
to willing buyers; this action will constitute changes in business model and subsequent
reclassification of the loan held from category 1 to Category 2;
° Disposal of a business line i.e. disposal of a business segment;
° Any other reason that might warrant a change in the Bank’s business model as determined by
management based on facts and circumstances.
The following are not considered to be changes in the business model:
° A change in intention related to particular financial assets (even in circumstances of significant
changes in market conditions);
° A temporary disappearance of a particular market for financial assets;
° A transfer of financial assets between parts of the Bank with different business models.
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IV. Modification of financial assets and liabilities
a Financial assets
When the contractual terms of a financial asset are modified, the Bank evaluates whether the
cash flows of the modified asset are substantially different. If the cash flows are substantially
different, then the contractual rights to cash flows from the original financial asset are deemed
to have expired. In this case, the original financial asset is derecognized and a new financial asset
is recognised at fair value. Any difference between the amortized cost and the present value of
the estimated future cash flows of the modified asset or consideration received on derecognition
is recorded as a separate line item in profit or loss as ‘gains and losses arising from the
derecognition of financial assets measured at amortized cost’.
If the cash flows of the modified asset carried at amortized cost are not substantially different,
then the modification does not result in derecognition of the financial asset. In this case, the
Bank recalculates the gross carrying amount of the financial asset and recognizes the amount
arising from adjusting the gross carrying amount as a modification gain or loss in profit or loss as
part of impairment charge for the year.
In determining when a modification to terms of a financial asset is substantial or not to the
existing terms, the Bank will consider the following non-exhaustive criteria:
Quantitative criteria
A modification would lead to derecognition of existing financial asset and recognition of a new
financial asset, i.e. substantial modification, if:
° The discounted present value of the cash flows under the new terms, including any fees
received net of any fees paid and discounted using the original effective interest rate, is
at least 10 per cent different from the discounted present value of the remaining cash
flows of the original financial asset.
In addition to the above, the bank shall also consider qualitative factors as detailed below.
Qualitative criteria
Scenarios where modifications will lead to derecognition of existing loan and recognition of a
new loan, i.e. substantial modification, are:
-The exchange of a loan for another financial asset with substantially different contractual
terms and conditions such as the restructuring of a loan to a bond; conversion of a loan
to an equity instrument of the borrower;
-Roll up of interest into a single bullet payment of interest and principal at the end of the loan term;
-Conversion of a loan from one currency to another currency;
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V. Impairment of Financial Assets
In line with IFRS 9, the Bank assesses the under listed financial instruments for impairment
using the Expected Credit Loss (ECL) approach:
° Amortized cost financial assets;
° Debt securities classified as at FVOCI;
° Off-balance sheet loan commitments; and
° Financial guarantee contracts.
Equity instruments and financial assets measured at FVTPL are not subjected to impairment under
the standard.
Expected Credit Loss Impairment Model
The Bank’s allowance for credit losses calculations are outputs of models with a number of
underlying assumptions regarding the choice of variable inputs and their interdependencies. The
expected credit loss impairment model reflects the present value of all cash shortfalls related to
default events either over the following twelve months or over the expected life of a financial
instrument depending on credit deterioration from inception. The allowance for credit losses
reflects an unbiased, probability-weighted outcome which considers multiple scenarios based on
reasonable and supportable forecasts.
The Bank adopts a three-stage approach for impairment assesment based on changes in credit
quality since initial recognition.
° Stage 1 - Where there has not been a significant increase in credit risk (SICR) since initial
recognition of a financial instrument, an amount equal to 12 months expected credit loss
is recorded. The expected credit loss is computed using a probability of default occurring
over the next 12 months. For those instruments with a remaining maturity of less than
12 months, a probability of default corresponding to remaining term to maturity is used;
° Stage 2 - When a financial instrument experiences a SICR subsequent to origination but
is not considered to be in default, it is included in Stage 2. This requires the computation
of expected credit loss based on the probability of default over the remaining estimated
life of the financial instrument;
° Stage 3 - Financial instruments that are considered to be in default are included in_ this
stage. Similar to Stage 2, the allowance for credit losses captures the lifetime expected
credit losses.
The guiding principle for ECL model is to reflect the general pattern of deterioration or
improvement in the credit quality of financial instruments since’ initial recognition. The ECL
llowance is based on credit losses expected to arise over the life of the asset (life time expected
credit loss), unless there has been no significant increase in credit risk since origination.
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Forward-looking information
The measurement of expected credit losses for each stage and the assessment of significant
increases in credit risk considers information about past events and current conditions as well as
reasonable and supportable forecasts of future events and economic conditions. The estimation
and application of forward-looking information requires significant judgement.
Macroeconomic factors
The Bank relies on a broad range of forward looking information as economic inputs, such as:
GDP growth, unemployment rates, central bank base rates, inflation rates and foreign exchange rates.
The inputs and models used for calculating expected credit losses may not always capture ail
characteristics of the market at the date of the financial statements. To reflect this, qualitative
adjustments or overlays may be made as temporary adjustments using expert credit judgement.
Multiple forward-looking scenarios
The Bank determines allowance for credit losses using three probability-weighted forward looking
scenarios. The Bank considers both internal and external sources’ of information in
order to achieve an unbiased measure of the scenarios used. The Bank prepares the scenarios
using forecasts generated by credible sources such as Central Bank of Sierra Leone (BSL).
The Bank estimates three scenarios for each risk parameter (LGD, EAD, CCF and PD) - Normal,
Upturn and Downturn, which in turn is used in the estimation of the multiple scenario ECLs. The ‘
normal case’ represents the most likely outcome and is aligned with information used by the
Bank for other purposes such as strategic planning and budgeting. The other scenarios represent
more optimistic and more pessimistic outcomes. The Bank has identified and documented key
drivers of credit risk and credit losses for each portfolio of financial instruments and, using an
analysis of historical data, has estimated relationships between macro-economic variables, credit
risk and credit losses.
Assessment of significant increase in credit risk (SICR)
At each reporting date, the Bank assesses whether there has been a significant increase in credit
risk for exposures since initial recognition by comparing the risk of default occurring over the
remaining expected life from the reporting date and the date of initial recognition. The
assessment considers borrower-specific quantitative and qualitative information without
consideration of collateral, and the impact of forward-looking macroeconomic factors. The
common assessments for SICR on- retail and non-retail portfolios include macroeconomic
outlook, management judgement, and delinquency and monitoring. Forward looking
macroeconomic factors are a key component of the macroeconomic outlook. The importance
and relevance of each. specific macroeconomic factor depends on the type of product,
characteristics of the financial instruments and the borrower and the geographical region.
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The Bank adopts a multi-factor approach in assessing changes in credit risk. This approach
considers: Quantitative (primary), Qualitative (secondary) and Back’ stop’ indicators which are
critical in allocating financial assets into stages.
The quantitative model considers deterioration in the credit rating of obligor/counterparty
based on the’ Bank’s’ internal rating system or External Credit Assessment Institutions (ECAI)
while qualitative factors consider information such as expected forbearance, restructuring,
exposure classification by licensed credit bureau etc.
A backstop is typically used to ensure that in the (unlikely) event that the primary (quantitative)
indicators do not change and there is no trigger from the secondary (qualitative) indicators, an
account that has breached the 30 days past due criteria for SICR and 90 days past due criteria for
default is transferred to stage 2 or stage 3 as the case may be except there is a reasonable and
supportable evidence available without undue cost to rebut the presumption.
Definition of Default and Credit Impaired Financial Assets
At each reporting date, the Bank assesses whether ffinancial assets carried at amortised cost
and debt financial assets carried at FVOCI are credit-impaired. A financial asset is ‘credit
impaired’ when one or more events that have a detrimental impact on the estimated future cash
flows of the financial asset have occurred.
Evidence that a financial asset is credit-impaired includes the following observable data:
° Significant financial difficulty of the borrower or issuer;
° A breach of contract such as a default or past due event;
° The lender(s) of the borrower, for economic or _ contractual reasons’ relating to the
borrower’s financial difficulty, having granted to the borrower a_ concession(s) that the
lender(s) would not otherwise consider;
° It is becoming probable that the borrower will enter bankruptcy or other financial
reorganisation;
° The disappearance of an active market for a_ security because of financial difficulties;
° The purchase or origination of a financial asset at a deep discount that reflects the
incurred credit losses;
° Others include death, insolvency, breach of covenants, etc.
A loan that has been renegotiated due to a deterioration in the borrower’s condition is usually
considered to be credit-impaired unless there is evidence that the risk of not’ receiving
contractual cash flows has reduced significantly and there are no other indicators of impairment.
In addition, loans that are more than 90 days past due are considered impaired except for certain
specialized loans (Project Finance, Object Finance and Real Estate Loans as specified by the
Central Bank of Sierra Leone) in which the bank has rebutted the 90 DPD presumptions in line with the
SL Prudential Guidelines.
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In making an assessment of whether an investment in sovereign debt is credit-impaired, the
Bank considers the following factors.
° The market’s assessment of creditworthiness as reflected in the bond yields;
° The rating agencies’ assessments of creditworthiness;
° The country’s ability to access the capital markets for new debt issuance;
° The probability of debt being restructured, resulting in holders suffering losses through
voluntary or mandatory debt forgiveness;
° The international support mechanisms in place to provide the necessary’ support’ as
‘lender of last resort’ to the country, as well as the’ intention, reflected in public
statements, of governments and agencies to use those mechanisms. This’ includes’ an
assessment of the depth of those mechanisms and, irrespective of the political intent,
whether there is the capacity to fulfil the required criteria.
Presentation of allowance for ECL in the statement of financial position
Loan allowances for ECL are presented in the statement of financial position as follows:
° Financial assets measured at amortised cost: as a deduction from the gross carrying
amount of the assets;
° Loan commitments and financial guarantee contracts: generally, as a provision;
° Where a financial instrument includes both a drawn and an_undrawn component, and
the Bank cannot identify the ECL on the loan commitment component’ separately from
those on the drawn component: the Bank presents a combined loss allowance for both
components. The combined amount is presented as a deduction from the gross’ carrying
amount of the drawn component. Any excess of the loss allowance over the gross
amount of the drawn component is presented as a provision; and
° Debt instruments measured at FVOCI: no _ loss allowance is recognised in the statement
of financial position because the carrying amount of these assets is their fair value.
However, the loss allowance is disclosed and is recognised in the fair value reserve.
VI. Write-off
The Bank writes off an impaired financial asset (and the related impairment allowance), either
partially or in full. There are no reasonable expectation of recovery set out in IFRS 9, paragraph
5.4.4.
After a full evaluation of a non-performing exposure, in the event that either one or all of the
following conditions apply, such exposure shall be recommended for write-off (either partially or
in full):
° continued contact with the customer is impossible;
° recovery cost is expected to be higher than the outstanding debt;
° The Bank's recovery method is _ foreclosing collateral and the value of the collateral is
such that there is reasonable expectation of recovering the balance in full.
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All credit facility write-offs shall require endorsement at the appropriate level, as defined by the
Bank. Credit write-off approval shall be documented in writing and_ properly’ initialed by the
approving authority.
A write-off constitute a derecognition event. However, financial assets that are written off could
still be subject to enforcement activities in order to comply with the Bank's procedures for
recovery of the amount due. Whenever amounts are _ recovered on_ previously written-off credit
exposures, such amount recovered is recognised as income on a cash basis only.
Vil. Offsetting financial instruments Master agreements provide that, If an event of default occurs,
all outstanding transactions with the counterparty will fall due and all amounts outstanding will
be settled on a net basis. Financial assets and_ liabilities are offset and the net amount’ reported
in the statement of financial position when there is a_ currently’ legally enforceable right to offset
the recognised amounts and there is an_ intention to settle on a net basis or realise the asset
and settle the liability simultaneously. The legally enforceable right must not be contingent on _
future events and must be enforceable in the normal course of business and in event of default,
insolvency or bankruptcy of the company or the counterparty.
Income and expenses are presented on a net basis only when permitted under IFRSs, or for gains
and losses arising from a _ group. of similar transactions such as _ in the Bank’s’ trading activity.
(i) Cash and cash equivalents
Cash and cash equivalents include notes and coins on hand, unrestricted balances held with the
Central Bank and highly liquid financial assets with original maturities three months of less from
the reporting date that are subject to an _ insignificant risk of changes in their fair value, and are
used by the Bank in the management of its short-term commitments.
Cash and cash equivalents are carried at amortised cost in the statement of financial position.
(j) Loan and advances
Loans and advances are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market and that the Bank does not intend to sell immediately or in
the near term.
Loans and advances to Banks are classified as loans and receivables. Loans and advances to
customers include:
- those classified as loans and receivables;
- those designated as at fair value through profit or loss; and
- finance lease receivables.
Loans and advances are initially measured at fair value plus incremental direct transaction § costs,
and subsequently measured at their amortised cost using the effective interest method. When
the Bank chooses to designate the loans and advances as measured at fair through profit or loss
as described in the accounting policy, they are measured at fair value with face value changes
recognised immediately in profit or loss.
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When the Bank is the lessor in a lease agreement that transfers substantially all of the risks and
rewards incidental to ownership of the asset to the lessee, the arrangement is classified as a
finance lease and a receivable equal to the net investment in the lease is recognised and
presented within loans and advances.
When the Bank purchases a financial asset and simultaneously enters into an agreement to resell
the asset (or a substantially similar asset) at a fixed price on a future date (“reverse repo" or
“stock borrowing"), the arrangement is accounted for as a loan or advance, and the underlying
asset is not recognised in the Bank's financial statements.
(k) Investment securities
Investment securities are initially measured at fair value plus, in case of investment securities
not at fair value through profit or loss, incremental direct transaction costs, and subsequently
accounted for as fair value through profit or loss.

(i) Fair value through profit or loss
The Bank does not hold any securities designated at fair value, with fair value changes
recognised immediately in profit or loss.
(l) Property, plant and equipment
(i) Recognition and measurement
Items of property and equipment are measured at cost less accumulated depreciation and
accumulated impairment losses.
Purchased software that is integral to the functionality of the related equipment is capitalised
as part of that equipment.
If significant parts of an item of property or equipment have different useful lives, then they
are accounted for as separate items (major components) of property and equipment.
Any gain or loss on disposal of an item of property and equipment is determined by comparing
the proceeds from disposal with the carrying amount of the item of property and equipment
and is recognised net within other income in profit or loss.
(ii) Subsequent costs
Subsequent expenditure is capitalised only when it is probable that the future economic benefits
of the expenditure will flow to the Bank. Ongoing repairs and maintenance are expensed as
incurred.
(iii) Depreciation
Depreciation is calculated to write off the cost of items of property and equipment less their
estimated residual values using the straight-line method over their estimated useful lives,
and is generally recognised in profit or loss.

109

Annual Report 2019

ACCOUNTING POLICIES (Contd)
Leased assets are depreciated over the shorter of the lease term and their useful lives unless it
is reasonably certain that the bank will obtain ownership by the end of the lease terms.
Land is not depreciated.
The estimated useful lives of significant items of property and equipment are as follows:
- Leasehold land and buildings
- Automobiles
- Computers
- Computer software
- Furniture and fittings
- Plant and equipment

-

Over the lease terms
25% per annum
33.33% per annum
33.33% per annum
33.33% per annum
20% per annum

Depreciation methods, useful lives and residual values are reviewed at each reporting date
and adjusted if appropriate. Assets that are subject to amortisation are reviewed for impairment
whenever events or changes in circumstances indicate that the carrying amount may not be
recoverable. An_ asset's carrying amount is written down immediately to its recoverable amount
if the asset's carrying amount is greater than its estimated recoverable amount. The recoverable
amount is the higher of the asset's fair value less costs to sell and value in use. Gains and losses
on disposals are determined by comparing proceeds with carrying amount. These are included
In the statement of comprehensive income.
(m) Intangible assets
Computer software
Software acquired by the Bank is stated at cost less accumulated amortisation and
accumulated impairment losses. Expenditure on internally developed software is recognised as
an asset when the Bank is able to demonstrate its intention and ability to complete the
development and use the software in a manner that will generate future economic benefits and
can reliably measure the costs to complete the development.
The capitalised costs of internally developed software include all costs directly attributable to
developing the software and capitalised borrowing costs and are amortised over its useful life.
Internally developed software is stated at capitalised cost less accumulated amortisation and
impairment.
Subsequent expenditure on software asset is capitalised only when it increases the future
economic benefits embodied in the specific asset to which it relates. All other expenditure
is expensed as incurred.
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Amortisation is recognised in profit or loss on a straight-line basis over the estimated useful life
of the software from the date that it is available for use since this most closely reflects the
expected pattern of consumption of the future economic benefits embodied in the asset. The
estimated useful life of software is three to five years. Amortisation methods, useful lives and
residual values are reviewed at each financial year endand adjusted if appropriate.
(n) Impairments of non-ﬁnancial assets
At each reporting date the Bank reviews the carrying amounts of its non-financial assets (other
than investment property and deferred tax assets) to determine whether there is any indication
of impairment. If any such indication exists then the asset's recoverable amount is estimated.
For goodwill and intangible assets that have indefinite useful lives or that are not yet available
for use, the recoverable amount is estimated each year end at the same time.
The recoverable amount of an asset or cash-generating unit is the greater of its value in use
and its fair value less costs to sell. In assessing value in use, the estimated future cashflows
are discounted to their present value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to the asset.
For the purpose of impairment testing, assets that cannot be tested individually are grouped
together into the smallest group of assets that generates cash inflows from continuing use
that are largely independent of the cash inflows of other assets or groups of assets (the “cashgenerating unit” or "CGU"). Subject to an operating segment ceiling test, for the purposes of
goodwill impairment testing, CGUs to which goodwill has been allocated are aggregated so
that the level at which impairment is tested reflects the lowest level at which goodwill is
monitored for internal reporting purposes.
Goodwill acquired in a business combination is allocated to groups of CGUs that are expected
to benefit from the synergies of the combination.The Bank's corporate assets do not generate
separate cash inflows. If there is an indication thata corporate asset may be impaired, then the
recoverable amount is determined for the CGU to which the corporate asset belongs.
An impairment loss is recognised if the carrying amount of an asset or a CGU exceeds its
recoverable amount. Impairment losses are recognised in profit or loss. Impairment losses
recognised in respect of CGUs are allocated first to reduce the carrying amount of any goodwill
allocated to the CGU and then to reduce the carrying amount of the other assets in the unit
(group of units) on a pro rata basis.
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An impairment loss in respect of goodwill is not reversed. In respect of other assets, impairment
losses recognised in prior periods are assessed at each reporting date for any indications that the
loss has decreased or no longer exists. An impairment loss is reversed if there has been a
change in the estimates used to determine the recoverable amount. An impairment loss is
reversed only to the extent that the asset's carrying amount does not exceed the carrying
amount that would have been determined, net of depreciation or amortisation, if no impairment
loss had been recognised.
(0) Deposits
Deposits are the Bank's sources of debt funding.
When the Bank sells a financial asset and simultaneously enters into an agreement to repurchase
the asset (or a similar asset) at a fixed price on a future date (‘repo’ or “stock lending"), the
arrangement is accounted for as a deposit, and the underlying asset continues to be recognised
in the Bank's financial statements.
Deposits and debts securities issued are initially measured at fair value minus incremental direct
transaction costs, and subsequently measured at their amortised costs using the effective
interest method, except where the Bank chooses to carry the liabilities at fair value through
profit or loss.
(p) Provisions
A provision is recognised if, as a result of a past event, the Bank has a present legal or
constructive obligation that can be estimated reliably, and it is probable that an outflow of
economic benefits will be required to settle the obligation. Provisions are determined by
discounting the expected future cashflows at a pre-tax rate that reflects current market
assessments of the time value of money and, where appropriate, the risks specific to the liability.
The unwinding of the discount is recognised as financial cost.
(I) Restructuring
A provision for restructuring is recognised when the Bank has approved a detailed and
formal restructuring plan, and the restructuring either has commenced or has been announced
p u b l i c l y. F u t u r e o p e r a t i n g l o s s e s a r e n o t p r o v i d e d f o r.
(ii) Onerous contracts
A provision for onerous contracts is recognised when the expected benefits to be derived by the
Bank from a contract are lower than the unavoidable cost of meeting its obligations
under the contract. The provision is measured at the present value of the lower of the
expected cost of terminating the contract and the expected net cost of continuing with the
contract. Before a provision is established, the Bank recognises any impairment loss on
the assets associated with the contract.
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(iii) Statutory reserves
Statutory reserves are based on the requirements of section 24 of the Banking Act 2019which provides that:
Every bank shall maintain a reserve’ fund into which shall be transferred out of
net profits for each year before it declares any dividend and after it has made provision for any taxes,
the following amounts:(a) where the amount of the bank's reserve fund is less than fifty percent of its paid-up capital,
an amount which shall not be less than fifty percent of the bank's net profit for the year;
(b) where the amount of the bank's reserve fund is fifty percent or more but less than
hundred
percent of its paid-up capital, an amount which shall not be less than twenty-five percent of the
bank's net profit for the year.
(iv) Other reserves
This is a reserve created to set aside the excess between amounts recognised as
impairment loss on
loans and advances based on provisions made for bad and doubtful loans and advances
calculated in
accordance with IFRS and the Central Bank’s prudential guidelines.
(v) Capital reserves
The capital reserves represent surpluses arising from the revaluation of freehold buildings and leasehold
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(ii) Dividends on ordinary shares
Dividends on ordinary shares are recognized in equity in the period in which they are paid to the Bank’s shareholders.
Dividends for the period that are declared after the financial position date are dealt with in the subsequent events note..
(iii) Statutory reserves
Statutory reserves are based on the requirements of section 24 of the Banking Act 2019 which provides that:
Every bank shall maintain a reserve’ fund into which shall be transferred out of
net profits for each year before it declares any dividend and after it has made provision for any taxes,
the following amounts:(a) where the amount of the bank's reserve fund is less than fifty percent of its paid-up capital,
an amount which shall not be less than fifty percent of the bank's net profit for the year;
(b) where the amount of the bank's reserve fund is fifty percent or more but less than hundred
percent of its paid-up capital, an amount which shall not be less than twenty-five percent of the
bank's net profit for the year.
(iv) Other reserves
This is a reserve created to set aside the excess between amounts recognised as impairment loss on
loans and advances based on provisions made for bad and doubtful loans and advances calculated in
accordance with IFRS and the Central Bank’s prudential guidelines.
v) Capital reserves
The capital reserves represent surpluses arising from the revaluation of freehold buildings and leasehold
premises of the bank.
(t) Earnings per share
The Bank presents basic and diluted earnings per share (EPS) data ffor its ordinary shares. Basic
EPS is calculated by dividing the profit or loss attributable to ordinary shareholders of the Bank
by the weighted average number’ of ordinary’ shares outstanding during the _ period. Diluted
EPS is determined by adjusting the profit or loss attributable to ordinary shareholders and_ the
weighted average number of ordinary shares outstanding for the effects of all dilutive potential
ordinary shares, which comprise share options granted to employees.
(u) Segment reporting
An operating segment is a component of the Bank that engages in business activities from which
it may earn revenues and_ incur’ expenses,’ including revenues and expenses’ that’ relate’ to
transactions with any of the Bank's’ other components, whose’ operating results are reviewed
regularly by the Management Committee (being the chief operating decision maker) to make
decisions about resources allocated to each segment and assess its performance, and _ for which
discrete financial information is available.
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