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NOTICE OF 48™ ANNUAL GENERAL MEETING

NOTICE IS HEREBY given that the 48th Annual General Meeting (AGM) of the Shareholders of Rokel
Commercial Bank (SL) Limited will be held at the Beccles Davies Memorial Hall, Gloucester Street,
Freetown on Friday 23rd July 2021 at 11:00 a.m. prompt to transact the following businesses: -

To amend, accept and adopt the Minutes of the 47th AGM held on the 16th October 2020;

To consider the reduction of the Company’s Share Premium Account;

To consider the increment of the Company’s Paid Up and Issued Share Capital;

To consider the issuance of Bonus Shares;

To receive/approve the Directors’ Reports and Financial Statements as at 31st December 2020;
To propose/declare dividends for the year ended 31st December 2020;

To re-elect the retiring Directors; and

To transact any other business proper to be transacted at an AGM.

PN R N

FURTHER TAKE NOTICE that due to the Government’s COVID-19 Pandemic Regulations in regard public
gathering and social distancing, the Bank is obliged to comply by restricting the number of attendees
to a maximum of Fifty (including Members of the Board and Senior Management), as approved by
the National Covid-19 Emergency Response Center (NaCOVERC) on a “first-come-first-serve” basis.
Nonetheless, the AGM will be aired via Zoom for the participation of Shareholders who could not attend
in person.

A Member of the Company eligible to vote at the Meeting is entitled to appoint a Proxy who upon a poll
to vote, can vote in his/her stead. Consequently, Shareholders are kindly encouraged to appoint their
Proxies from among the Board Members or the Company Secretariat Staff who certainly shall be among
the limited number to attend the AGM. Proxy Forms MUST be lodged with the Company Secretariat on
or before 11:00 a.m on Tuesday, 20th July 2021.

The Directors’ Report, the Audited Financial Statements, Proxy Forms and Zoom Details (ID and
Password) will be distributed to Shareholders or can be collected at the Company’s Secretariat at Nos.
25-27 Siaka Stevens Street, Freetown from Friday, 16th July 2021.

This Notice is given by order of the Board of Directors.

Dated this 24th day of June, 2021.

- ]9

Margaret A.L. Davies (Mrs.)
COMPANY SECRETARY



Rokel Commercial Bank (Sierra Leone) Limited
Financial Statements
for the year ended 31 December 2020

AGENDA OF THE 48TH ANNUAL GENERAL MEETING
[tem No. 1: Call to Order and Silent Prayers
[tem No. 2: Reading of Notice Convening the Meeting
Item No. 3: Welcome Statement & Introduction of Members of the Board of Directors
Item No. 4: To amend, accept and adopt the agenda dated 23rd July 2020
Item No. 5 To amend, accept and adopt the Minutes of the 47th AGM held on the 16th October
2020
Item No. 6 To consider the reduction of the Company’s Share Premium Account
Item No. 7 To consider the increment of the Company’s Paid Up and Issued Share Capital
Item No. 8 To consider the issuance of Bonus Shares
Item No. 9- To receive/approve the Directors’ Reports and Financial Statements as at 31st
December 2020
Item No. 10: To propose/declare dividends for the year ended 31st December 2020
[tem No. 11: To re-elect the retiring Directors
[tem No. 12: To transact any other business proper to be transacted at an AGM
[tem No. 13: To Re-Elect the Retiring Directors
[tem No. 14: Statements from the following:
(i) | The Managing Director
(ii) | Representative of the Private Shareholders
(iii) | Representative of the Majority Shareholder
[tem No. 15: Any Other Business

9

Margaret A.L. Davies (Mrs.)
Company Secretary
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CHAIRMAN'’S STATEMENT 2021

INTRODUCTION

Dear Members, I want
to welcome you all to
another Annual General
Meeting (AGM). It is
and has always been a
great honour to present
to you the Annual
Report and Financial
Statements of your
Company. As seen in
the Annual Report, the year ended 31st December
2020 was another year of significant progress as
we were able to achieve most of our targets/goals
including generating revenues/profits thereby
adding to Shareholders’ value. [ will now take this
opportunity to mention a few points that I consider
important for the information of Shareholders.

BOARD GOVERNANCE

The Board of Directors has been constantly
working towards improving its performance
by practicing good corporate governance and
following international Best Practice. The Board
currently maintains the following four (4)
Committees: Board Administrative Committee,
Board Risk Management Committee, Board Audit
& Compliance Committee and Board Nomination
& Remuneration Committee.

In the past two (2) years, the Board has placed
great emphasis on strengthening the Bank’s risk
culture, as identifying and assessing all types of
risk is a fundamental element of its operations.
We all may be aware that Risk is an integral part
of every business of which the banking business
is not an exception. On that note, the Board and
Management contracted areputable firm to develop
an Enterprise Risk Management Framework as
Risk Management underscores the fact that the
survival of an organization depends heavily on
its abilities and capabilities to anticipate and
prepare for change rather than waiting for change
and reacting thereafter. The Board also played an
important role by working with Management in
developing the following: a Medium Term Strategy,
a Business Plan, a Customer Service Survey and
Compliance Roadmap.

It may interest you to know that the Board
upon assuming office noticed that there was no
corporate governance structure in place and
so, it immediately had one developed; this is
now at the final stage of approving ‘A Corporate
Governance Charter’, which intends to guide the
overall functions of the Board, Board Committees
and Management. In addition, the Board initiated
the development and has approved additional
operational policies, which are essential for the
effective running of the institution.

As you may be aware, the rapid changes in digital
technology and the need for a more modern
approach to e-banking has become the modus
operandi and the new normal in the Banking
Industry. To this end, the Board has worked with
Management to review the Bank’s strategy on
electronic banking and technology. On that note,
the Board strategically approved the procurement
of a new core banking system which will replace
the obsolete system which the bank has been using
since 1999.

In addition, we have worked towards ensuring
that all the Resolutions passed at the 47th AGM are
implementedinaccordance withthe Companies Act
2009, the Banking Act 2019 and the Memorandum
of Articles. As a result of the ongoing growth and
quest for top position in the industry, the Board
has made a few other proposals as stated in the
agenda.

THE ECONOMY

As we are all aware, 2020 was a year of
extraordinary challenges. The scourge of the
Covid-19 Pandemic caused many businesses to be
affected; some scaled down in their operations,
some temporarily closed and others permanently
shut down. This triggered global macroeconomic
shocks with far-reaching effects on the economy of
Sierra Leone and by extension the Financial Sector,
in which RCBank is a key player.

According to African Economic Outlook 2020, the
Sierra Leone Real Gross Domestic Product (GDP)
was estimated to be 2.7% in 2020 after a growth
of 5.4% in 2019. The decline was attributed to
weak external demand for the country’s major
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export commodities and this negatively affected
key sectors, particularly mining, transport and
tourism. The decline in exports caused the current
account deficit to widen to 15.6% of the GDP in
2020 from 13.5% in 2019.

Inflation was estimated to peak up to 17% in 2020
from 14.8% in 2019 because of supply chain,
disruptions and transportation restrictions. The
budget deficit also expanded to 5.7% of the GDP
in 2020 from 2.9% in 2019 as a result of a revenue
shortfall arising from lower economic activities.

FINANCIAL PERFORMANCE/RESULT

Despite the challenges and stress faced by the
banking industry in 2020, your Bank recorded
a profit before tax of Le 83.6 billion amid the
Covid-19 Pandemic, and this constitutes an
increase of 5% compared to the 2019 result of Le
79 billion. A portion of the profits generated during
the year has been proposed as interim dividend to
be declared to existing Shareholders.

Also, total deposits stood at Le 1.5 trillion for the
year ended 31st December 2020 representing a
52% increase compared to the previous year’s
figure of Le 967 billion. The growth recorded
reflects our ever increasing marketing efforts to
grow the Bank’s deposit and generate additional
revenue. The growth in our deposit figure has
contributed immensely to the overall growth in the
Bank’s balance sheet figure.

During the year under review, the total assets of
the Bank grew by 51% from Lel.2 trillion to Le1.9
trillion while Shareholders’ funds increased by
32% from Lel77 billion in 2019 to Le233 billion
in 2020.

OPERATIONS/BRANCH EXPANSION

As part of the Bank’s continued effort to ensure
financial services become accessible to our
numerous customers, onboard the unbanked and
provide financial access points to communities
who do not have access to financial services, the
Bank in 2020 increased its representation by
opening five (5) additional Branches/Outlets at;
Fourah Bay College campus, Wilberforce Barracks,
UNDP at Wilberforce, Wilkinson Road, and Sierra
Leone Road Safety Authority. The opening of these
new Branches/Outlets now enable customers to
have easy access to the Bank as they no longer

need to travel all the way to the Central Business
District to do transactions.

The Branch expansion exercise has been driven
not only by the Bank of Sierra Leone’s financial
inclusion for efficiency in the financial sector, but
also one of the RCBank’s key goals. The new outlets
have provided the Bank with a huge opportunity
to market its products and services to potential
customers in the new localities. At the same
time, the SKP+ has also been deployed widely in
these new locations. The Bank also continues
to deepen its operations in the rural areas by
intensifying marketing operations in areas where
we just established banking or other operational/
cash collection services such as Kabala, Bonthe,
Jendema, but to name a few. We actively collaborate
with the agriculture sector, by supporting cocoa
producers and providing credit for fertilizers and
other agricultural supporting condiments.

INFORMATION TECHNOLOGY/DIGITALIZATION
During the period under review, Management
through the support of the Board of Directors
finalised the procurement of a more sophisticated
but user-friendly core banking software to replace
its current software (Univbank) system which is
considered technologically obsolete as it can no
longer meet the increasing technological sectoral
requirements and banking demands from our
growing clients’ base. We are hopeful that the new
core banking application will usher in a competitive
advantage for the Bank to deliver first class
products and services to our valued customers,
which is increasingly a changing demographics
with the younger and more technological savvy
population. In addition, as banking grows, the need
for secure automatic transactions has become the
norm. This bold step to change the Core Banking
System is expected to drive the Bank’s digitization
aspirations and will no doubt reduce cost, increase
revenue, enhance efficiency and put the Bank in a
highly competitive position.

Your Bank, as an early adopter of technology with
a view to providing safe, secure and convenient
banking facilities to its customers has been
working assiduously towards the digitization
of the Bank’s entire operations and improve on
our technology channels by introducing a robust
e-banking product/mobile platform called ‘Rokel
Sim Korpor Plus’ (RSK+), which is a digital solution
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of banking through your phone. This is an inclusive
and user-friendly product that caters for both
customers and non-customers irrespective of their
location and it has significantly revolutionized the
perception of your Bank, from being seen as an
old fashioned and paper centric institution, to that
of a modern, digital Bank. The RSK+ is already a
household name within the financial sector and
is one of the Bank’s prime e-banking products
designed towards the actualization of cashless
society for Sierra Leone.

This Digitalization process has also been used
to develop the online banking experience and
now customers can fully manage their accounts
and even purchase EDSA and do Orange Money
transactions through the Online Banking Portal
and also through the RSK+.

We have also upgraded our Point of Sales (POS)
Machines and Automated Teller Machines (ATM)
cards to be more protected in terms of security
and usage. We also upgraded the Agency Banking
within the year under review and we intend to
launch amobile application (2U Money) and a more
robust internet banking by the end of this year
2021. RCBank has also invested heavily to ensure
that our systems are secure and safe as incidences
of cybercrime are now on the increase. Our vision
is to remain competitive through innovation and
the deployment of safe, secure and state of the art
banking technology.

HUMAN RESOURCES

The quality of an organization is essentially
represented by its employees with the requisite
qualifications, skills and experience. The RCBank
accords utmost importance to the enhancement
of staff skills and as such, the Bank is constantly
investing in staff development to enhance the
skills of staff in order to maintain a quality
workforce. Amidst the demanding test of the Covid
19 pandemic, management and staff united to
overcome the challenges faced in 2020, and this
reflects the caliber of staff the Bank has in ensuring
that all our operations progress at a stable pace.
The Bank places much value on our employees’
development and remains committed to that.
However, as a result of the Covid-19 Pandemic,
various trainings scheduled for the year 2020 were
constrained to be undertaken.

The current number of RCBank’s staff is 540 of
which 382 are permanent staff and 158 contract
employees. Five (5) staff/employees left the Bank
for various reasons and two members of staff died
in active service.

CAPITAL RAISING INITIATIVES

The Board in the quest to steer the growth of the
Bank, to tap into the unbanked and presenting
opportunities, to effectively and efficiently serve
our numerous customers, has taken deliberate
steps in strengthening Management’'s capacity
to particularly raise funds by empowering staff
to onboard new customers (including corporate
customers).

Management has also increased its debt collection
exercise/drive and Agency Banking as a way of
generating revenue thereby supporting the ever-
growing demand of creditors and most importantly
adding value to the Bank and subsequently
increase Shareholders’ value.

ACKNOWLEDGEMENT

On behalf of my colleague Board Members, | wish to
sincerelyappreciatethesupportofthe Shareholders
who are the backbone of this Institution; [ want to
state that you are the reason for RCBank and its
successes. Indeed, the Bank would not be where
it is today without the consistent, unequalled
loyalty and confidence you have in the Board and
Management of the Bank. The Board will strive to
be worthy of the trust you have reposed in us as
your representatives and we commit ourselves to
growing Shareholders’ Value and to working with
Management to provide unprecedented dividends
for you all. The Board of Directors, Management
and Staff of your company wish to say a big THANK
YOU for your ever increasing support and we look
forward to serving you better in the coming years.

I also want to express our profound thanks and
appreciation to our supervisory body, the Ministry
of Finance and our Regulators, the Bank of Sierra
Leone who have tirelessly continued to provide
invaluable support. I want to also thank you for
your guidance and directives for without which
the Bank would not have achieved and witnessed
its successeses. As always, the Board is deeply
grateful for your usual support and guidance in
helping us to steer the affairs of the Bank.
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[ would also like to thank our numerous esteemed
customers for their loyalty and confidence in
RCBank for which I always state; “without you,
there would be no RCBank” and also to let you
know that your immeasurable and unmatched
commitment to banking with RCBank has never
gone unnoticed.

All these achievements would not have been
possible without the support of all the stakeholders
including our business partners, stakeholders
(our competitors, creditors, debtors, suppliers,
contractors, service providers, consultants, etc.) for
creating a competitive environment (which made
us strong in the industry), their various support,
services rendered towards the success and growth
of the Bank. I would like to thank you all for your
collaboration and support to us in diverse ways
and I remain appreciative of you all.

The future is bright for RCBank and I want to
acknowledge our vibrant team of employees who
are determined to see the Bank play a leading role
in the banking industry and with whom we were
able to reach to a position wherein we can propose
dividends; a team which is poised to work very
hard to provide unprecedented dividends for you
all.

Special thanks go to the CEO/MD (Dr. Walton
E. Gilpin) for his innovations, outstanding
collaborative relationship with the Board and his
strong and tireless efforts in directing the Bank’s
day-to-day activities and for his highly fruitful
engagement with stakeholders.

Mr. Buffy B. Bailor

Lastly and mostimportantly,  want to acknowledge
my colleagues, (members of the Board of Directors)
for their contribution, dedication, support as we
together propel RCBank to higher heights. I have
no doubt (with the show of commitment and
contribution) that we will do more in the ensuing
year. Similarly, [ want to thank the Company
Secretary who has been invaluable in providing
legal, ethical and regulatory advice and other
professional services to the Board. [ must state at
this point that I am well pleased with the show of
commitment exhibited by you all and look forward
to working with you all in the years to come.

CONCLUSION

Let me conclude by assuring you that your Board
has put in place appropriate strategies, plans
and policies to achieve consistent growth with
stability and profitability thereby maintaining the
upward trajectory it has been working on since its
inception. We, however need your support as not
all these can be realized/achieved without your
continued support.

Finally, I want to also assure you that your
Company remains committed to the highest
standards of corporate governance as we continue
our relentless efforts in imbibing and ensuring a
strong professional culture and environment in
the Company.

God bless us all, God bless RCBank and God bless
the Republic of Sierra Leone.

[ thank you all,
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MANAGING DIRECTOR’S STATEMENT

2020 has Dbeen no
ordinaryyear.Itaccounts
for our commendable
strides and also tested
our resolve to put
Rokel Commercial Bank
(RCBank) on a higher
pedestal in the country’s
]ﬁ financial sector.

" éj The persistent negative
impact of the COVID -19 pandemic on our economy
could not have proven to be more sinister for
financial institutions in the country. However, as
they say it, necessity is the mother of inventions.
And if extra ordinary times call for extraordinary
efforts, we are proud to say that we have worked
ourselves out to remain one the most significant
contributors to Sierra Leone’s growth trajectory.

We have continued to make considerable gains and
the year under review revealed our enviable growth
statistics and this could only mean one thing;
Success! Yes, in the midst of our challenges, our thirst
for success has been evident in the manner in which
we have exceeded expectations. Clearly, our figures
have not been static. We recorded a profit (before
tax) of LeB83.5 billion representing a 5% increase
from Le79.4 billion in 2019. Of significance also is
how our retained earnings increased from Le966
million in 2019 to Le44 billion in the year under
review. This shows extreme financial stability as we
are now in a strong position of retained earnings.

We have accelerated our efforts towards full
digitalization and consequently, the bank is
developing or installing the requisite human
resource and infrastructure for this digital
revolution. RCBank is set to become one of the first
indigenous banks to fully digitalize its operations
in Sierra Leone. A robust and secured digital
infrastructure that would not only allow customers
to enjoy cashless transactions in Sierra Leone
and other parts of the world, but will also help to
decongest the banking halls is currently underway.

A functionally effective internet banking portal has
been developed and this has proven quite useful
to customers who are keen to avoid the hassle of
leaving the comfort of their homes and offices
to carry out banking transactions in the usually

congested bank premises. This is what a modern
bank should boast off, and we have provided this
facility through your bank, RCBank.

At least, we will all agree that banks in Africa
recognize the importance of digital banking in their
growth strategy. Improved access to digital services
can help increase the financial inclusion of many
customers across the continent while supporting
local economies. The opportunities are massive for
banks willing to take the lead and digitally transform
their business to truly engage with their customers.
To this end, we have deepened the penetration of
our state of the art digital portal, the Rokel Sim
Korpor Plus, which allows customers to access their
accounts, carry out normal banking transactions,
make cash payments, buy EDSA credit, link with
their Orange Money Accounts, top up phone credits,
and much more - through their mobile devices.
This is also being used in shops and through other
vendors to pay for purchases and other services. It
is our aim to make the Sim Korpor Plus the primary
mode of payment in Sierra Leone in the shortest
possible time.

Inthe year under review, RCBank hasbeen very good
at attracting and developing talented young people
to face the challenges in the banking sector. As a
seasoned administrator, [ am proud to work with
an exceptional Board of Directors, and I thank them
for their commitment, passion and supervision
in achieving the objectives of RCBank. That same
appreciation goes to each and every employee of
RCBank and our numerous customers. Our staff
development, aggressive marketing, corporate
Social responsibility, financial literacy and financial
inclusion programmes have been escalated to
‘conjure’ the positive outcomes we are celebrating
today and this celebration shall continue. To
this end, your bank continues to be recognized
internationally for its excellent developmental
trajectory - even by renowned organizations like
the World Economic Forum.

Let me assure our Shareholders that your company
is in good shape, and we are optimistic about its
future as we are all aligned and committed to our
objective of providing you with satisfactory returns.

God bless you all and God bless your bank - RCBank.
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MINUTES OF THE 47TH ANNUAL GENERAL MEETING OF SHAREHOLDERS OF
ROKEL COMMERCIAL BANK (SIERRA LEONE) LIMITED
HELD AT THE VANILLA COMPLEX, ABERDEEN, FREETOWN
ON FRIDAY THE 16TH DAY OF OCTOBER 2020 AT11:00 A.M.

Board Of Directors Present:

1. Buffy B. Bailor
Sabieu Conteh
Santigie C. Conteh
Prince A. Harding
Marecella B. Jones
Haja R. Wurie
Walton E. Gilpin
Emmanuel Borbor

© N U WN

In Attendance:
1. Margaret A.L. Davies
2. Albert Randall

Opening of Meeting:

Item 2: Notice of Meeting:

- Chairman

- Member

- Member, Representing the Financial Secretary
- Member

- Member

- Member

- Member/Managing Director

- Member/Deputy Managing Director

- Company Secretary/Legal Adviser
- Representing Moore Sierra Leone (External Auditors)

The Chairman called the Annual General Meeting (AGM) to order at 11:10
a.m and welcomed all present to the Company’s 47% AGM. Opening prayers
were said as thus; [slamic prayer was done by Mr. Abassie E. Thomas whilst
the Christian prayer was done by Mrs. Millicent Cole.

The Chairman informed members that due to the Covid-19 pandemic and
the restrictions imposed by the Government of Sierra Leone (GoSL), alimited
number of attendees of not over 150 persons was approved by NACOVERC
in compliance with the Regulations on public gathering and to efficiently
observe social distancing. He noted that it is against that background that the
Board decided that Shareholders were encouraged to participate or attend
via Zoom; and the details for attending and/or participating via Zoom were
published prior to the AGM. Cognizant of this development, the Chairman
informed members that agenda item No. 3 is a request for Shareholders
to alter the Company’s Articles of Association to include holding of virtual
meetings.

On point of Order, Mr. Abu Bangura observed that Agenda Item Nos. 7,8 &9
should be discussed before receiving the Accounts of the Company (Agenda
Item No. 6). The Chairman therefore requested for a slight amendment to
be made to the Agenda that Agenda Item No. 6 (To receive the Directors’
Report & Audited Financial Statements of the Company as at 31*
December, 2018 and 31" December 2019) be shifted after Agenda Item
No. 9. This point of order was unanimously accepted and adopted and the
Agenda was amended accordingly.

The Chairman invited the Company Secretary to read out the Notice
convening the AGM which said Notice had been sent to Shareholders by
publication in print, visual, social and other media. The Company Secretary
read the Notice and members were informed accordingly.
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Item 3: To Ratify the
Alteration in the Articles of

Association to include
holding of Virtual Meetings:

Item 4: Welcome Statement
& Introduction of Members

Of the Board of Directors:

Item 5: T nsider,

n Min f
the 46th Annual General
Meeting

The Chairman informed the AGM that due to the emerging developments in
the field of Information Technology, the outbreak of the Covid-19 Pandemic
and the Government of Sierra Leone’s incidental regulations particularly on
the issue of public gathering, the Board considered it necessary to alter the
Company’s Articles of Association to include hosting of virtual meetings. He
noted that a Special Resolution for the Alteration of the Company’s Articles
of Association was duly passed by the Board at a meeting held on 24th
September 2020, and therefore requested for ratification of same by the
Shareholders. On a Motion moved by Mr. George Horton and seconded by
Mr. Alan H. Cole, it was therefore unanimously,

RESOLVED THAT: pursuant to the provisions of sections 43 and 44 of the
Companies Act 2009 (“the Act”) as amended and any other applicable
provisions of the Act and rules framed thereunder, including any
modification(s) thereto or re-enactment(s) thereof for the time being in
force, the consent of the Members of the Company hereby accorded for the
substitution of the existing Article 49 of the Articles of Association of the
Company, with the amended provisions as provided hereunder:

«» Article 49(i): "All General Meetings other than Annual General
Meetings shall be called Extraordinary General Meetings’.

«» Article 49(ii): “General Meetings of Members, Board of Directors
and Committees may be held by means of a conference telephone
call or conference/live video calls so that all persons participating
in the meeting can hear each other. Participation in a meeting held
by telephone, conference/live video calls shall constitute presence
of persons at the meeting. In the event such a meeting is to be held,
the board shall, notwithstanding anything contained in these by-
laws be subject to the Act, determine the procedures for the conduct
thereof including, without limitation, the procedures for voting by
telephonic, electronic or other communications facility’.

The Chairman welcomed Members that joined the meeting via Zoom and
thanked them for taking time out to attend and participate in the 47th AGM. He
then introduced the members of the Board of Directors noting that the Board
composed of nine (9) members, and that the Government of Sierra Leone (GoSL)
being the majority Shareholder has six (6) representatives whilst the Private
Shareholders have three (3). He however tendered apologies for the members of
the Board who were unavoidably absent and thereafter read out the Chairman’s
Statement as contained in the Annual Reports of 2018/2019 Financial years.

The Minutes of the 46th AGM held on 12th February 2019 were considered for
adoption and having read through the Minutes, a Motion for its acceptance and
adoption was moved by Mr. Harold Bob-Grey and seconded by Mr. Frank Tucker
and the Minutes were unanimously adopted with no correction.

The Chairman informed Shareholders that the Bank received a letter/
Directives from its Regulators, the Bank of Sierra Leone (BSL) wherein the
BSL requested that the Minimum Paid Up Capital of all commercial banks
licensed and incorporated in Sierra Leone to be increased from Le30 billion
to Le85 billion by end of December 2021. Based on the Directives from the
BSL as indicated in the referred letters, Management sought Board approval
for the Bank’s ‘Authorized Share Capital’ to be increased from 60,000,000,000
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Ordinary Shares to 100,000,000,000 Ordinary Shares of Le1.00 each and the
Unissued Share Capital from 38,118,869,000 to 76,237,738,000.

The Chairman informed Members that at that time, the Bank needed Le38.1
billion to achieve the Le76.24 billon Paid Up Capital for 2019 and therefore
advised that it would be better for the Bank to Issue Bonus Shares instead
of issuing New Shares considering the fact that Dividends have not been
paid for the past years. The Managing Director and Director of Finance
advised that this can only be achieved by issuing 1:1 Bonus Share to existing
Shareholders for no consideration and that the38,118,869,000 additional
shares will be issued at a nominal value of Lel.00 per share totaling
38,118,869,0 and this amount will be transferred from the ‘Share Premium
Account’ which currently had Le49,090,909,000.

The Chairman emphasized on the need for the Bank to comply with the
BSL Directives and stated that in order to meet the Regulatory requirement
as directed by the BSL, the Board approved the Reduction of the Share
Premium Account, Increment of the Authorized Share Capital and Issued
Share Capital and Issuance of Bonus Shares and agreed to convene an Extra
Ordinary General meeting of Shareholders in the first quarter of 2020 for
Shareholders ratification but this was frustrated by the Covid-19 Pandemic.
On a Motion moved by Mr. Abu Bangura and seconded by Mr. Allan H. Cole,
it was duly,

RESOLVED THAT: pursuant to Sections 89 and 90 and all other applicable
provisions of the Companies Act, 2009 (as amended) and the rules made thereunder;
and as per the Articles of Association of the Company and subject to such approvals,
consents, permissions and sanctions as may be necessary from appropriate
authorities, consent be and is hereby accorded to the Board of Directors of the
Company for the Reduction of such sum standing to the credit of Company’s Share
Premium Account (Free Reserves of the Company), as may be considered necessary
by the Board of Directors, for the purpose of issuance of Bonus Shares.

On another note, Mr. Abu Bangura pointed out that the issuance of
Bonus Shares does not mean an increment in Dividends to be paid to
Shareholders. He also mentioned that RCB is listed in the Sierra Leone
Stock Exchange and there has been challenges in securing much
investment which is having a slow growth in the Bank’s dividend drive.
He further requested the Board to throw light on the National Commission for
Privatisation (NCP)/Petroleum Directorate loan of Le14 Billion as mentioned
in the findings of the Commission of Inquiry (Col) which was said to have been
utilised by GoSL to recapitalize the Bank in 2014. In response to the points made
by Mr. Bangura, the Chairman assured him that the Board has noted his concerns
and also allayed the fears of Shareholders by committing that by the next AGM,
dividends would be increased.

On the concerns of the findings of the Col, the Chairman clarified to the
Shareholders that the finding of the Col was adverse as there was no loan obtained
by the Bank from NCP nor from Petroleum Directorate. Rather; it was the NCP
that bought shares from RCBank in the said sum and Share Certificates were
accordingly issued by the Bank to the NCP. He clarified the transaction stating that
Petroleum Directorate gave the sum of Le14Billion to NCP, and NCP used same
to purchase Shares in the Bank thereby taking the share percentage of the GoSL
from 51% to 65.02%. The Chairman pointed out that this position was wrongfully
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stated in the Col’s Report, but informed members that the Bank had written to
the Attorney-General and Minister of Justice to inform the sadi Office accordingly.
He stated that the Board will work very hard to set the records straight including
but not limited to appealing against the Reccomendation of the Commission of
Inquiry. He made it categorically clear that RCBank holds no loan with any other
Party and stated that Shareholders will be apprised accordingly of developments
in that regard.

Having initially given the Shareholders background to this Agenda which he noted
is as a result of the Directives from the BSL, the Chairman requested for a Motion
for the increment of the ‘Authorised Share Capital’ of the Bank in compliance with
the said Directives. A Motion for the approval of same was moved by Charles
Campbell Esq.,, and seconded by Mr. Abu Bakarr Rashid and it was,

RESOLVED, that the Authorized Share Capital of Sixty Billion (60,000,000,000/00) of
the Company of Le1.00 each is hereby increased to a total Authorized Share Capital
of One Hundred Billion (100,000,000,000/00), each ranking rank pari passu with the
existing shares of the Company.

FURTHER RESOLVED THAT: the Issued and Paid Up Capital of Le38.12 Billion is
hereby increased to a total Share Capital of Le76.24 Billion.

Having given background to this item under Agenda Item No. 6, the
Chairman asked that a Motion be moved for the adoption of a Special
Resolution to Ratify the ‘Issuance of Bonus Share of 1:1 to existing
Shareholders for no consideration. A Motion for the above Resolution
was moved by Ms. Linda Williams and seconded by Mr. Christian During
and it was unanimously,

RESOLVED THAT: pursuant to Sections 89 and 90 and all other applicable
provisions of the Companies Act, 2009 as amended and the rules made
thereunder, and as per the Articles of Association of the Company and
subject to such approvals, consents, permissions and sanctions as may be
necessary from appropriate authorities, consent be and is hereby accorded
to the Board of Directors of the Company for the Issuance of Bonus Share of
one ordinary share for each fully paid share (1:1) to existing Shareholders
from the credit standing in the Company’s Share Premium Account, credited
as fully paid-up to Shareholders whose names appeared on the Register of
Members on the 23rd December 2019, and the Bonus Shares so distributed
shall, for all purposes, be treated as an increase in the Paid-Up Capital of
the Company.

RESOLVED FURTHER THAT: the Bonus Shares issued shall rank pari passu
in all respects with fully paid-up Equity Shares of the Company as existing
on the 23rd December 2019.

The Report of the Directors and the Financial Statements for the years ended

Directors’ Report & Audited December 2018 and 2019 were presented. However, Mr. Abu Bangura expressed

Financial Statements of
the Company as at 31st

concerns that AGMs are held annually to receive the previous financial year’s
Account, but observed that this year's AGM presented two (2) Accounts for

December 2018 and 2019 2018 and 2019. The Managing Director responded that two (2) Accounts were

being presented due to the fact that the Bank was constrained to hold an AGM in
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2019 to have presented the Account for 2018, and this situation necessitated the
Bank to seek for approval from Corporate Affairs Commission for an extension
of time within which an AGM could be held for both Accounts, 2018 & 2019 to
be presented so that the Bank will move up to speed with the current year. The
Managing Director apologized and assured Shareholders that Accounts will now
be seen to be presented in their current year.

The Chairman further noted that the accounts were being presented due to the
fact that an Emergency General Meeting (EGM) was proposed to have been held
in 2018 but due to the pandemic Covid-19, it was deferred which is the reason
why the Auditors there are two (2) accounts presented at the AGM of 2019 so that
subsequent AGMs would now be seen to review accounts of the current financial
year.

On dividends, Mr. Harold Bob-Gray inquired from the Board and Management
when the Shareholders would be receiving dividends. The Chairman responded
that the ‘when’ is now as dividends were to be declared at the AGM.

The Chairman informed Shareholders that the Accounts were being audited by
Moore Sierra Leone (External Auditors) and thereafter invited Mr. Albert Randall
to present the Bank’s audited Accounts for 2018 and 2019.

Mr. Albert Randall, Managing Partner of Moore Sierra Leone presented
both Accounts (2018 & 2019) stating that in the opinion of the Auditors, the
accompanying Financial Statements give a true and fair view of the financial
position of the Bank for the respective years ended 31st December, 2018 and
2019. Consequent to the audited Financial Statements as presented by Mr. Albert
Randall, Shareholders raised the following concerns:

Mr. Abu Bangura was concerned with staff costs, noting that the amount of Le 68
Billion reflecting staff cost is almost 50% of the Bank’s Net Income. He further
commented that as a Shareholder for about 12 years, he has observed that the
Bank’s members of staff have been enjoying from high staff cost and advised the
Board and Management to change this position so that they, the Shareholders can
enjoy the fruits of their investment.

The Managing Director in response to Mr: Abu Bangura’s concerns stated that
Management inherited a battered structure and had to develop the human
resources of the Bank by investing on the right quality and staff complements
which required trainings etc. which necessitated such staff costs. He also informed
Shareholders that due to the competitiveness in the Banking Industry, RCBank
has to ensure that the welfare and conditions of service of its staff are met so as
not to lose them to other institutions for want of better conditions of services. He
however assured Shareholders that the Bank is making frantic efforts to cut-down
costin its operations.

Director Santigie C. Conteh also threw light into this concern stating that such
staff cost may have been occasioned due to the transition the Bank is presently
undergoing. He however noted that the Ministry of Finance has been keenly
following this issue. He noted that the situation will be monitored to ensure that
the current position be maintained so that returns are not affected.
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Mr. Abdul H. Koroma inquired on the required capitalization stating that the BSL
instructed for an increment of a minimum of Le85 Billion from the current Le65
Billion, yet the Bank decided to make an increment to Le100 Billion. He advised
that the Bank should have done the minimum of Le85 Billion and later gradually
increases to Le100 Billion. The Chairman responded that the decision by the
Board and Management to take the increment to Le100 Billion was made so as
to prevent the Bank from undergoing further bureaucracies and procedure in the
event that BSL demands subsequent increment from Le85 Billion to Le95 Billion
or Le100 Billion as the case may be.

Mr Abu Bangura also observed that the Auditors’ Report on other legal and
regulatory requirements indicated that the Bank did not comply with certain
regulations and laws which he said, would not augur well for the image of the Bank
should the Annual Report be circulated worldwide.

Mr. Bernard Ngebuva observed that loans and advances to customers increased
from from about Le71 Billion in 2018 to Le162 Billion in 2019 and therefore
inquired from the Board what informed such an increment.

The Chairman invited the Director of Risk Management to respond to this issue
and the Director of Risk responded that increase in the Bank’s loan books is as
a result of the Bank heavily concentrating on its core operation which is to lend.
He commented that in previous years, Auditors were advising the Bank on
concentrating on the investment of Treasury Bills, but noted that Government’s
appetite on Treasury Bills may subside in due course.

The Chairman thereafter requesated for a Motion to receive and adopt the
Directors’ Report and Audited Financial Statements for the years ended 31st
December 2018 and 2019 and same was moved by Mr. Harold Bob-Gray and
seconded by Mrs. Millicent Cole.

The Chairman was pleased to inform Shareholders that dividends were to be
declared after several years of the Bank not having found itself in the financial
position to declare and pay dividends to its Shareholders and proposed a dividend
of Le0.01 per Share amounting to Le762.34 Million for the year ended 31st
December; 2019. He encouraged Shareholders to accept the dividend declared
noting that this is a sign of improvement. However, the Chairman informed
Shareholders that the Bank shall not be paying the declared dividends due to a
letter from the BSL instructing that all payments of dividends be suspended until
further directives or instructions be given in that regard. The referred letter was
read by the Chairman for the attention of Shareholders and a Motion for the
acceptance of the declared dividend was moved by Mr. Mohamed L.Y. Alhadi and
seconded by Rev. Veronica Thomas and it was unanimously,

RESOLVED THAT: The Audited Financial Statements for the years ended 31st
December 2018 and 31st December 2019 are hereby accepted and approved.

Mr. R. Macauley sought for further clarification and urged the Board and
Management to confirm whether the declared dividends are going to be paid
or not, stating that he had observed over the period that the issue of dividends
has not been treated with the importance it deserves. In response, the Chairman
expressed the Board and Management’s willingness and commitment to paying
dividends but cannot go against the Directives from BSL.
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Mr. Josiah Cole-Davies suggested that given the circumstances that the BSL
had issued a letter for the suspension of payments of dividends, the Board and
Management can issue promissory statement/note to Shareholders until the BSL
lifts the suspension of payments of dividends. The Chairman noted the suggestion
made by Mr Cole-Davies and assured Shareholders that once BSL lifts the
suspension, each and every Shareholder entitled to be paid dividend/dividends
will receive theirs.

The Chairman stated that in accordance with relevant laws and best practice,
Articles 89 and 90 of the company’s Articles of Association, one third of the
Directors for the time being shall retire at the AGM and these shall be those who
have been the longest in office since their last election. One third of the current
Directors to retire and be eligible for re-election are; Dr. Walton E. Gilpin, Mr.
Emmanuel E. Borbor and Mr. Sabieu Conteh. He then requested that a Motion be
moved for the re-election of the above-named Directors as Members of the Board
of Directors and a Motion for same was moved by Ms. Jane Godwin and seconded
by Mr: Osborne Horton and it was unanimously,

RESOLVED THAT: Dr. Walton E. Gilpin, Mr. Emmanuel Borbor and Mr. Sabieu Conteh
are duly re-elected as members of the Board of Directors of RCBank.

The Chairman informed Shareholders that Audit Sierra Leone is the statutory Body
tasked with the responsibility of appointing External Auditors to audit institutions
where the GoSL has some interest. Having said that, he informed the AGM that
Moore Sierra Leone had already been appointed by Audit Service Sierra Leone as
the Company’s External Auditors and therefore asked for Shareholders’ approval/
ratification. A Motion for same was moved by Mr. Abubakarr Rashid and seconded
by Mr. Horatio B. Williams and it was unanimously,

RESOLVED THAT: pursuant to Sections 308 and all other applicable provisions of
the Companies Act, 2009 as amended, section 111 of the Banking Act 2019 and any
relevant law and the rules made thereunder; and as per the Articles of Association of
the Company and subject to such approvals, consents, permissions and sanctions as
may be necessary from appropriate authorities, consent be and is hereby accorded
to the Board of Directors of the Company that, Messrs Moore Sierra Leone (formally
known as ‘Moore Stevens’), Chartered Accountants, be and is hereby appointed as the
Statutory Auditor(s) of the Company and to hold the office for a term to be determined
by the Central Bank, at a remuneration (plus applicable service tax) to be decided by
the Board of Directors in consultation with the said Auditors and other authorities as
the Board of Directors may deemed relevant.

RESOLVED THAT: any actions taken by the Board on the above Resolutions adopted
that are within the authority conferred thereby are hereby ratified, confirmed and
approved as the acts and deeds of the Company.

FURTHER RESOLVED THAT: for the purpose of giving effect to this Resolution,
the Board of Directors be and is hereby authorized to do all such acts, deeds,
matters and things and to give such directions as may be necessary or expedient,
and to settle any question, difficulty or doubt that may arise in this regard as the
Board in its absolute discretion may deem necessary or desirable and its decision
shall be final and binding.
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The Managing Director commenced his Statement with slide videos capturing the
Bank’s successes over the years under his tenure. In his presentation, he mentioned
among other things the rebirth of a new Bank with a much more captivating logo
which has been attracting the general public and its customer: He highlighted the
visibility of the Bank in every corner in the corner which had culminated to the
Bank being rated 1st in savings Account in the Banking Industry and also with
the value of its assets around the region of Le1.5 Trillion. He stated that the Bank
believes that the market is fertile and is poised to continue exploring those fertile
grounds for the continued growth of the Bank. He assured Shareholders that the
Bank is interested in their well-being and the customers alike.

Mr. Santigie C. Conteh (Representative of the Financial Secretary) informed
Shareholders that he had been requested by the Financial Secretary (Mr. Sahr
L. Jusu) to read a Statement on behalf of the GoSL. The Statement captured that
RCBank is now on a sustainable path, characterized by strong growth and profit
trajectory despite the turbulence faced by the Bank in the recent past. Its growth
momentum did not dampen amidst the Covid-19 Pandemic as the Bank registered
positive retained earnings in 2019.

The Statement reiterated the President's new direction agenda and his
commitment to developing a strong, sound and effective banking system.

Mrs. Marcella B. Jones, on behalf of the Private Shareholders commended the
Bank for the good work done so far under the supervision of the current Board
and the Management. She expressed thanks and appreciation to the Private
Shareholders for reposing the confidence in them to represent them on the Board
and encouraged them to increase their interest to buy more shares especially now
that the Bank is thriving. She expressed dissatisfaction on behalf of the Private
Shareholders who have been looking forward to receiving dividends only to be
told of a letter from the BSL suspending payments of dividends. She however
concluded that the Board will ensure that all outstanding declared dividends are
paid once the suspension is lifted by the BSL.

The Chairman, at this point tendered apologies on behalf of Dr. Sanpha Koroma
who he said was unavoidably absent due to other official exigency.

Charles Campbell Esq., sought clarification from the Board on the quantum of the
Bonus Shares that have been issued and its effect on the reduction. In response, the
Chairman stated that the Bonus Shares is “1 is to 1”. In other word, if a Shareholder
has 10 Shares, he/she will have another 10 Shares as bonus.

A.G. Spilsbury encouraged the Bank to expand its operations from its normal
trading on loans and investments. The Chairman responded that the Board is
always thinking of initiatives to expand the Bank’s business, but such can only be
done within and around the limit of the Bank’s core business.

The Managing Director added that the Bank is considering expansion in tandem
with indicators of productivity, the Gross Domestic Product and the payback
reaction from the people/customers. He pointed that products like the Sim Korpor
Plus, Visa Cards, ATMs, etc have been incorporated into the Bank’s product to
capture the population.
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The Deputy Managing Director also commented on the issue of expansion which
he said has been in line with the Government's call for financial inclusion and to
take banking to those areas which are considered remote.

Mr. Josiah Cole-Davies observed that the Bank celebrated its 21st year of existence
this year, yet Shareholders did not receive any souvenirs or invited to the
celebrations. The Chairman stated that the 21st Year Anniversary of the Bank was
done in low-key due to the Covid-19 situation and the Managing Director however
promised Shareholders that the Bank will endeavour to send out some Christmas
packages to them in December:

Closing of Meeting: In the absence of any other business, the Chairman declared the 47th Annual

General Meeting closed at 14:15 hours on a Motion moved by Ms. Angella Scott
and seconded by Ms. Leticia Nelson.

Recorded and Submitted by: Confirmed by:

Mrs. Marg.ar t A.L. Davies
COMPANY SECRETARY CHAIRMAN, BOARD OF DIRECTORS
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Report of the directors

The directors have pleasure in submitting their Annual Report on the business and operations of Rokel
Commercial Bank (Sierra Leone) Limited to the shareholders together with the audited financial
statements for the year ended 31 December 2020.

Principal activities

The Bank is engaged in retail, corporate and commercial banking services in Sierra Leone and operates
with sixteen branches in addition to its Head Office.

Directors’ responsibility statement

The directors are responsible for the preparation and fair presentation of the financial statements
comprising the statement of financial position as at 31 December 2020, the statements of profit or loss
and other comprehensive income, changes in equity, the statement of cash flows for the year then
ended, and the notes to the financial statements, which include a summary of significant accounting
policies and other explanatory notes, in accordance with International Financial Reporting Standards,
and in the manner required by the Companies Act of Sierra Leone, the Banking Act of Sierra Leone and
the Banking Regulations of Sierra Leone, and for such internal control as the directors determine is
necessary to enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error.

In preparing the financial statements, the directors are required to:

[1 Select suitable accounting policies and then apply them consistently;

0 Make judgements and estimates that are reasonable, relevant and reliable;

[1 State whether they have been prepared in accordance with IFRSs and in the manner required by
the Companies Act of Sierra Leone, the Banking Act of Sierra Leone and the Banking Regulations
of Sierra Leone;

LI Assess the Bank’s ability to continue as a going concern, disclosing, as applicable, matters related
to going concern; and

LI Use the going concern basis of accounting unless they either intend to liquidate the Bank or to cease
operations, or have no realistic alternative but to do so.

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the Bank’s transactions and disclose with reasonable accuracy at any time the financial position
of the Bank and enable them to ensure that its financial statements comply with IFRS, the Companies
Act of Sierra Leone, the Banking Act of Sierra Leone and the Banking Regulations of Sierra Leone and
an effective system of risk management.

They are responsible for such internal control as they determine is necessary to enable the preparation
of financial statements that are free from material misstatement, whether due to fraud or error, and have
general responsibility for taking such steps as are reasonably open to them to safeguard the assets of
the Bank and to prevent and detect fraud and other irregularities.

The directors must not approve the financial statements unless they are satisfied that they give a true
and fair view of the state of affairs of the Bank and of their profit or loss for that period.

The directors are also responsible for preparing a Directors’ Report that complies with applicable law
and regulations.

The directors are responsible for the maintenance and integrity of the corporate and financial
information and the dissemination of the information.

The directors have made an assessment of the Bank’s ability to continue as a going concern and have
no reason to believe the business will not be a going concern in the year ahead.
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Report of the directors (continued)
Directors Responsibility Statement (continued)

We confirm that to the best of our knowledge:
o The financial statements, prepared in accordance with the applicable set of accounting
standards, give a true and fair view of the assets, liabilities, financial position and profit or loss
of the Bank

e The financial statements, taken as a whole, is fair, balanced and understandable and provides
the information necessary for shareholders to assess the Bank’s position and performance,
business model and strategy.

Share capital

Details of the Bank’s share capital are shown in note 28 to the financial statements. The issued ordinary
share capital of the Bank is 76,237,739 ordinary shares of Le1 each. The Bank has one class of ordinary
shares, which carries no rights to fixed income. The holders of ordinary shares are entitled to receive
dividends as declared from time to time. On a show of hands, each member present has the right to
one vote at the general meetings. On a poll, each member is entitled to one vote for every Le1 nominal
value of share capital held. All ordinary shares rank equally with regards to the Bank’s residual assets.

On 6 March 2019, the Bank of Sierra Leone granted approval for the minimum paid up capital for banks
to be reviewed as follows:

By end December 2019 increase to Le 45 billion
By end December 2020 increase to Le 65 billion
By end December 2021 increase to Le 85 billion

To comply with the Bank of Sierra Leone minimum paid up capital requirement, the Bank increased its
authorized share capital from Le60 billion to Le100 billion by the creation of Le40 billion ordinary shares
of Le1 each.

On 23 December 2020 a bonus of one ordinary share for each fully paid share was awarded to
shareholders to bring the total paid up shares to Le 76.24 billion. The bonus shares rank pari - passu
with the existing shares.

Profit for the year
The profit for the year after taxation was Le 57.59 billion (2019: Le63.05 billion).

Dividends

During the year ended 31 December 2020, at the Annual General Meeting, the shareholders approved
a dividend of Le0.01 per share amounted to Le762.34 million in respect of 2019 financial year (2019:
Total dividend of Le Nil was paid out).

A dividend of Le 0.14 per share in respect of the year ended 31 December 2020 amounting to Le10.67
billion is to be proposed to the Annual General Meeting and if approved paid to shareholder in the
register as at 31 December 2020

Capital adequacy

The Bank is required to maintain a minimum capital adequacy ratio of 15% of total adjusted assets. As
at 31 December 2020 the capital adequacy of the Bank was 82.69% (2019: 57.20%). Details of the
computation are shown in note 35(f) to these financial statements.
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Report of the directors (continued)

Directors
The names of the present directors are detailed on page 1.

Under the terms of Article 89 of the Articles and Memorandum of Association, Dr. Walton E. Gilpin and
Mr. Emmanuel E. Borbor retire by rotation and being eligible to offer themselves for re-election.

In accordance with the provisions of section 24 of the Finance Act 2019 the representative of the
Government of Sierra Leone on the Board of a Public Enterprise shall be the Financial Secretary of the
Ministry of Finance or his Representative. Consequentially Mr. Sahr L. Jusu, is the designated Director
of the Company. On 2 April 2019 Mr. Santigie C. Conteh was nominated by the Financial Secretary and
approved by the Bank of Sierra Leone on as alternate Director to Sahr L. Jusa until further notice.

On 18 August 2020, Dr. Prince Harding, Chairman of the National Commission for Privatisation, was
appointed to replace Mr.Colonel (Rtd) Alhaji Fanday Turay who resigned from the said Commission on
the same date.

The Audit Committee

The audit committee comprised of the members of the Board of Directors with the exception of the
Managing Director. The committee assisted the Board in fulfilling its oversight responsibility relating to
the integrity of the Bank’s financial reporting process, the independence and performance of the Bank’s
internal and external auditors and the Bank’s system of internal control and mechanism for receiving
complaints regarding the Bank’s accounting and operating procedures.

Executive Committee

The executive committee (exco) comprises the Managing Director (Chairman), Deputy Managing
Director, Director of Strategy, Head of operation, Director Risk Management, Director of Finance,
Director of Business Center, Company Secretary and Legal Adviser, Head of Business Development
and Wholesale Banking, Director of Audit, IT Manager, E Banking Manger, Head of Public Relations
and Protocol, Head of Corporate Affairs and Customer Services, Head of Administration, Human
Resource Manager and Head of compliance. The exco staff of the Bank meet on a weekly basis to
discuss general issues affecting the bank.

IT Steering Committee

The IT steering Committee comprises of Managing Director (chairman), IT Manager, E Banking
Manager, IT Consultant, Head of Operations, Director of Finance. The committee is responsible for
reviewing, implementing, monitoring and evaluating the Bank’s IT system (UNIVBANK) and the E-
Banking (VISA) that the Bank uses in its operations.

Disciplinary Committee

This committee comprises the Deputy Managing Director (Chairman), Director of Finance, Director of
Strategy, Director of Risk Management, Head of Operations, Head of administration, Head of
Compliance, Company Secretary and Legal Advisor, Legal Adviser and Human Resource Manager.
The committee is responsible for the enforcement of discipline within the bank by reviewing matters
relating to fraud, insubordination, negligence, and absenteeism, breach of the terms and conditions of
service, professional and other misconducts by staff.

Assets and Liability Committee

The Assets and Liabilities Committee comprise the Managing Director (Chairman), Director of Finance,
Deputy Managing Director, Director of Risk Management, Director of Strategy, Head of Operation and
Director of Business Centre. The Committee meets monthly to monitor the Bank’s Assets and Liabilities
and it assist management in ensuring that the Bank is in compliance with its policies and all other

regulatory requirements.
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Report of the directors (continued)

Special Debt Recovery Committee

The objectives of the committee is to ensure the Bank maintains advances within the limit of Le 300
billion as required by the Bank of Sierra Leone and also to monitor the process of debt
recovery/collection.

Disposal of Recovered Properties Committee

The Bank set up a new committee, the Disposal of recovered properties committee to complement the
work of Special Debt Recovery Committee. The committee is tasked to maintain a list of properties
available for sale, advertise the properties available for sale, establish a procedure to make the
committee the official reference point, negotiate every sale of properties concerned, prepare monthly
report of activities of the committee and any other activities as directed by the Board of Directors.

Auditors

The auditors Messrs Moore Sierra Leone appointed by the Auditor-General on 12 November 2020 to
conduct the audit of the financial statements for the year ended 31 December 2020 will hold office till
the end of the forthcoming Annual General Meeting.

The Auditor-General has the responsibility to appoint auditors for the Bank for the ensuing year.

Approval of the financial statements

The financial statements of the Bank were approved by the Board ofli"rf
2 g Pval 2021 and are signed on its behglf
L T - Y f faie i
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“ MOORE Moore Sierra Leone

55 Sir Samuel Lewis Road,
Aberdeen,
P.O. Box 1278, Freetown.

T 423276208064, +232 76 601202
F+23222270041
E  info@moore-sierraleone.com

www.moore-sierraleone.com
Independent Auditor’s report to the shareholders of Rokel Commercial Bank (Sierra Leone)
Limited

We have audited the financial statements of Rokel Commercial Bank (Sierra Leone) Limited, which
comprise the statement of financial position as at 31 December 2020, and the statements of profit or loss
and other comprehensive income, changes in equity and cash flows for the year then ended, and notes to
the financial statements, including significant accounting policies, and other explanatory information.

In our opinion, the accompanying financial statements give a true and fair view of the financial position of
the Bank as at 31 December 2020, and its financial performance and its cash flows for the year then ended
in accordance with International Financial Reporting Standards (IFRSs) and the requirements of the
Companies Act of Sierra Leone, the Banking Act of Sierra Leone and the Banking Regulations of Sierra
Leone.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities
under those standards are further described in the Auditor’'s Responsibilities for the Audit of the Financial
Statements section of our report. We are independent of the Bank in accordance with the International
Ethics Standards Board for Accountants’ Code of Ethics for Professional Accountants (IESBA Code)
together with the ethical requirements that are relevant to our audit of the financial statements in Sierra
Leone, and we have fulfilled our other ethical responsibilities in accordance with these requirements and
the IESBA Code.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgement, were of most significance in the
audit of the financial statements and include the most significant assessed risks of material misstatement
(whether or not due to fraud) identified by us, including those which had the greatest effect on: the overall
audit strategy; the allocation of resources in the audit; and directing the efforts of the engagement team.
We summaries below the key audit matters in arriving at our audit opinion above, together with our key
audit procedures to address those matters, our results from those procedures. These matters were
addressed, and our results are based on procedures undertaken, in the context of, and solely for the
purpose of, our audit of the financial statements as a whole, and in forming our opinion thereon, and
consequently are incidental to that opinion, and we do not provide a separate opinion on these matters.

Impairment of Loans and Advances

The impairment of loans and advances disbursed to customers is considered to be of most significance in
the audit due to the level of subjectivity inherent in estimating the key assumptions that impact the
recoverability of loan and advances, including the application of industry knowledge and the prevailing
economic conditions in determining the level of impairment allowance required.

The determination of impairment allowance using the Expected Credit Loss (ECL) model requires the
application of certain financial indices which are estimated from historical financial data obtained within and
outside the Bank, as inputs, into the complex financial model.

An independent member firm of Moore Global Network Limited.

Members in principal cities throughout the world

Registered in Sierra Leone by the Institute of Chartered Accountants of Sierra Leone

Partners and staff acting as administrative receivers and administrators contract without personal liability
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Independent Auditor’s report to the shareholders of Rokel Commercial Bank (Sierra Leone) Limited
(continued)
Key Audit Matters (continued)

Impairment allowance on loans that have shown a significant increase in credit risk, is based on the Bank’s
estimate of losses expected to result from default events over the life of the loans. Impairment allowance
on loans that have not shown a significant increase in credit risk is recognized based on an estimate of the
losses expected to result from default events within the next 12 months. This estimate is also an output of
models, with the key assumptions being the possibility of a loan becoming past due and subsequently
defaulting, and the rate of recovery on the loans that are past due and in default. The Bank also incorporates
forward looking information into the measurement of ECL.

The judgment involved in classifying loans into expected credit loss stages, the level of subjectivity inherent
in estimating the key assumptions on the recoverability of loan balances, the inputs estimated, the
complexity of the estimation process and the significant judgment involved in applying these estimates to
determine the level of impairment allowance required, make the impairment allowance of loans and
advances a matter of significance to the audit.

Procedures
Our procedures include the following:

e We evaluated the design and implementation of the key controls over the impairment determination
process such as the board credit committee review of loans and advances, management review of
relevant data used in the calculation of expected credit losses including forward looking macroeconomic
data to be included in the impairment model and evaluation of ECL impairment computation.

e We tested the appropriateness of the Bank’s determination of significant increase in credit risk and the
resultant classification of loans into the various stages by examining the loans on a sample basis. We
evaluated the level of past due obligations and qualitative factors such as publicly available information
about the obligors to determine whether the Bank should estimate the expected credit loss over a period
of 12 months or over the life of the loans and advances.

e Assisted by our financial risk management specialists, we checked the key data and assumptions for
the data input into the ECL model used by the Bank. Our procedures in this regard included the following:

(i)  We challenged the reasonableness of the Bank's ECL methodology by considering whether it
reflects unbiased and probability-weighted amounts that are determined by evaluating a range of
possible outcomes, the time value of money, reasonable and supportable information at the
reporting date about past events, current conditions and forecasts of future economic conditions;

(ii)  For forward looking assumptions comprising inflation rate used by the Bank’s management in its
ECL calculations, we corroborated the Bank’s assumptions using publicly available information
from external sources;

(iii) We evaluated the appropriateness of the basis of determining Exposure at Default, including the
contractual cash flows, outstanding loan balance, loan repayment type, loan tenor and effective
interest rate;

(iv) For Probability of Default (PD) used in the ECL calculations, we checked the historical movement
in the balances of facilities between default and non-default categories for each sector;
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Independent Auditor’s report to the shareholders of Rokel Commercial Bank (Sierra Leone) Limited
(continued)
Key Audit Matters (continued)

(v) We checked the calculation of the Loss Given Default (LGD) used by the Bank in the ECL
calculations, including the appropriateness of the use of collateral, by recomputing the LGD;

(vi) We re-performed the calculations of impairment allowance for loans and advances using the
Bank’s impairment model and validated key inputs. For loans and advances which have shown a
significant increase in credit risk, the recalculation was based on the amount which may not be
recovered throughout the life of the loans while for loans and advances that have not shown
significant increase in credit risk, the recalculation was based on the losses expected to result
from default events within a year.

Other information

The Directors are responsible for the other information. The other information comprises the Directors’
Report as required by the Companies Act of Sierra Leone, which we obtained prior to the date of this report.
Other information does not include the financial statements and our auditor’s report thereon.

Our opinion on the financial statements does not cover the other information and we do not express an
audit opinion or any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit, or otherwise appears to be materially misstated. If,
based on the work we have performed on the other information obtained prior to the date of this auditor's
report, we conclude that there is a material misstatement of this other information, we are required to report
that fact. We have nothing to report in this regard.

Responsibilities of Directors and Those Charged with Governance for the Financial Statements

The Directors are responsible for the preparation and fair presentation of the financial statements in
accordance with International Financial Reporting Standards (IFRSs) and the requirements of the
Companies Act of Sierra Leone, the Banking Act of Sierra Leone and the Banking Regulations of Sierra
Leone, and for such internal control as the Directors determine is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the Directors are responsible for assessing the Bank’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless the Directors either intend to liquidate the Bank or to cease
operations, or have no realistic alternative but to do so. Those charged with governance are responsible
for overseeing the Bank’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes
our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with ISAs will always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of these financial
statements.
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Independent Auditor’s report to the shareholders of Rokel Commercial Bank (Sierra Leone) Limited
(continued)

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional
skepticism throughout the audit. We also:

e Identify and assess the risks of material misstatement of the financial statements, whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Bank’s internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the Directors.

e Conclude on the appropriateness of the Directors’ use of the going concern basis of accounting and
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Bank’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, then we are required to draw attention in our auditor’s report
to the related disclosures in the financial statements or, if such disclosures are inadequate, to modify
our opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause the Bank to cease to continue as a going
concern.

e Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in
a manner that achieves fair presentation.

e Obtain sufficient appropriate audit evidence regarding the financial information of the business activities
within the Bank to express an opinion on the financial statements. We are responsible for the direction,
supervision and performance of the Bank’s audit. We remain solely responsible for our audit opinion

We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal control
that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.
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Independent Auditor’s report to the shareholders of Rokel Commercial Bank (Sierra Leone) Limited
(continued)

Report on other Legal and Regulatory Requirements

In accordance with the requirements of section 113(2) of the 2019 Banking Act of Sierra Leone we report
that:

¢ The financial statements give a true and fair view of the state of affairs of the Bank and its results for
the year under review,

o We were able to obtain all the information and explanation required for the efficient performance of our
duties;

o The Bank transactions are within the powers of the bank; and

e The Bank has complied with the provisions of the 2019 Banking Act of Sierra Leone and any other
relevant legislation.

The engagement partner on the audit resulting in this Independent auditor's report is Albert Randle.

Moove

Freetown Chartered Accountants

oo 2T Afm" o
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Financial highlights

Revenue Profit before tax

(Thousands of Leones) (Thousands of Leones)

208,208,512

Net income Profit before tax

Basic earnings per shares
Leone

Basic earnings per shares

@2020
02019

2020
02019




Rokel Commercial Bank (Sierra Leone) Limited
Financial Statements
for the year ended 31 December 2020

Regulatory Capital
(Thousands of Leones)

ETier 1
B Tier 2

2020 2019
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Statement of financial position

As at 31 December

In thousands of Leones Note 2020 2019
Assets

Cash and cash equivalents 18 249,014,793 250,334,739
Loans and advances to customers 19 259,863,413 162,975,770
Investment securities 20 1,130,007,261 738,896,334
Due from other banks 21 129,183,518 11,216,768
Property and equipment 22 46,686,713 34,168,473
Deferred tax assets 16(c) 14,317,603 15,891,846
Other assets 23 54,746,894 37,510,006
Total assets 1,883,820,195 1,250,993,936
Liabilities

Deposits from customers 25 1,473,429,428 967,402,519
Current tax liabilities 16(d) 413,096 553,483
Other liabilities 26 176,003,138 105,637,507
Total liabilities 1,649,845,662 1,073,593,509
Equity

Share capital 28 76,237,738 76,237,738
Share premium 29 10,972,040 10,972,040
Reserves 30 102,602,909 89,223,835
Retained earnings 30(e) 44,161,846 966,814
Total equity attributable to equity holders

of the Bank 233,974,533 177,400,427
Total liabilities and equity 1,883,820,195 1,250,993,936

Chairman

Managing Director

Director

Director

)
)
)
)
)
)
)
)
)
)

The notes on pages 19 to 97 are an integral part of these financial statements
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Statement of profit or loss and other comprehensive income

for the year ended 31 December

In thousands of Leones Note 2020 2019
Interest income 8(a) 210,412,234 174,040,374
Interest expense 8(b) (9,509,493) (8,237,930)
Net interest income 200,902,741 165,802,444
Fee and commission income 9 28,758,358 23,322,661
Fee and commission income expense 9 (2,342,726) (1,726,181)
Net Fee and commission 26,415,632 21,596,480
Net trading income 10 24,204,164 20,693,527
Other operating income 11 105,029 116,061
Net other income 24,309,193 20,809,588
Revenue 251,627,566 208,208,512
Net impairment gain/(loss) on financial assets 14.1 (3,459,233) (488,145)
Personnel expenses 12 (90,501,998) (75,745,226)
Depreciation 13.1 (5,251,598) (3,933,946)
Other operating expenses 13.2 (68,848,414) (48,602,154)
Profit before income tax 83,566,323 79,439,041
Income tax expense 16(a) (25,972,946) (16,393,176)
Profit for the year 57,593,377 63,045,865
Other comprehensive income, Iltems that

will never be reclassified to profit or loss

Re measurement of defined benefit liability (1,359,028) 7,419,367
Related tax 339,757 (2,225,810)
Other comprehensive profit for the

year, net of income tax (1,019,271) 5,193,557
Total comprehensive profit for the year 56,574,106 68,239,422

The notes on pages 19 to 97 are an integral part of these financial statements
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Statement of profit or loss and other comprehensive income (continued)

In thousands of Leones Note 2020 2019

Profit attributable to:

Equity holders of the Bank 57,593,377 63,045,865

Profit for the year 57,593,377 63,045,865

Total comprehensive profit

Attributable to:

Equity holders of the Bank 56,574,106 68,239,422
Total comprehensive income for the year 56,574,106 68,239,422
Basic earnings per share (Leones) 15 0.75 0.83
Diluted earnings per share (Leones) 15 0.75 0.83
These fin &d by the Board of Directors on .. 2. 9. ﬂf\f [.2021

Chairman

)
)
) Chief Executive Officer
)
)
) Director

........................

The notes on pages 19 to 97 are an integral part of these financial statements
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Statement of cash flows

for the year ended 31 December
In thousands of Leones

Note 2020 2019
Cash flows from operating activities
Profit before tax 83,566,323 79,439,041
Adjustment for:
Depreciation 13.1 5,251,598 3,933,946
Net impairment losses on
financial assets 14.1 651,166 431,959
Net interest income 8 (200,902,741) (165,802,444)
Actuarial Loss (1,359,028) 7,419,367
(112,792,682) (74,578,131)
Changes in:
Operating assets and liabilities
Loans and advances to customers (97,538,809) (91,924,552)
Due from other bank (117,966,750) (11,250,000)
Other assets (17,236,888) (23,766,981)
Deposits from customers 506,026,909 94,199,075
Other liabilities 70,365,631 41,299,661
230,857,411 (66,020,928)
Interest received 8a 210,412,234 174,040,374
Interest paid 8b (9,509,493) (8,237,930)
Income tax paid 16d (24,199,333) (51,854,595)
Net cash generated from operating activities 407,560,819 47,926,921
Cash flows from investing activities
Purchase of property and equipment 21 (17,769,838) (7,085,595)
Disposal/(acquisition) of investment securities (391,110,927) (85,913,788)
Net cash used in investing activities (408,880,765) (92,999,383)
Cash flow from financing activities
Issue of shares during the year - 38,118,869
Share premium utilized - (38,118,869)
Net cash flow from financing activities - -
Net increase in cash and cash equivalents (1,319,946) (45,072,462)
Cash and cash equivalents at 1 January 250,334,739 295,407,201
Cash and cash equivalents at 31 December 18 249,014,793 250,334,739

The notes on pages 19 to 97 are an integral part of these financial statements
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Notes to the Financial Statements

Rokel Commercial Bank (Sierra Leone) Limited (the Bank) has consistently applied the following
accounting policies to all periods presented in these financial statements.

1. Reporting entity

Rokel Commercial Bank (Sierra Leone) Limited (the Bank) is a Bank domiciled in Sierra Leone. The Bank’s
registered office is at 25/27 Siaka Stevens Street Freetown. The financial statements of the Bank as at and
for the year ended 31 December 2020 comprise the Head Office and its branches. The Bank is primarily
involved in retail, consumer banking, financial services and wholesale banking services.

2. Compliance with International Financial Reporting Standards

The financial statements of the Bank have been prepared in accordance with International Financial
Reporting Standards (IFRS) and interpretations issued by the Interpretations Committee (IFRICs), as
published by the International Accounting Standards Board (IASB). The principal accounting policies applied
in the preparation of financial statements are set out below, and in the relevant notes to the financial
statements

3. Basis of preparation

The financial statements have been prepared under the historical cost convention modified to include the
particular financial instruments, to the extent required or permitted under IFRS as set out in the relevant
accounting policies. They are stated in thousands of Leones (Le’000), the functional currency of Rokel
Commercial Bank (Sierra Leone) Limited.

The financial statements have been prepared on a going concern basis, in accordance with International
Financial Reporting Standards (IFRSs) and the requirements of the Companies Act of Sierra Leone, the
Banking Act of Sierra Leone and the Banking Regulations of Sierra Leone.

4. Use of judgements, and estimates

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 results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognized prospectively.

(a) Judgements

Information about judgements made in applying accounting policies that have the most significant effects
on the amounts recognised in the financial statements is including in the following notes:

Measurement of the expected credit loss allowance for Financial Assets.

The Bank reviews its loan portfolio to assess the Expected Credit Loss (ECL) allowance that should be
recorded in the income statement. The Bank makes judgement in applying the accounting requirements
for measuring the ECL; such as

° Determining criteria for significant increase in credit risk;

° Choosing appropriate and assumptions for the measurement of ECL

° Establishing the number and relative weightings of forward —looking scenarios for each type of
product/market and the associated ECL,

° Determine whether credit risk has increased significantly

° Establishing groups of similar financial assets for the purpose of measuring ECL

(b) Assumptions and estimation uncertainties

Information about assumptions and estimation uncertainties that have a significant risk of resulting in a
material adjustment in the year ending 31 December 2020 is set out below in relation to the impairment
of financial instruments and in the following notes:
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a Note 6(g) (vii) determination of fair value of financial instruments with significant
unobservable inputs

b Note 16(c) recognition of deferred tax assets: availability of future taxable profit
against which carry forward tax losses can be used;

c Note 31 recognition and measurement of provisions and contingencies: key
assumptions about the likelihood and magnitude of an outflow of
resources.

d Note 6(g)(viii) Identification and measurement of impairment

(€)

(d)

Determination of default prior to the measurement of ECL.

The Bank considers an objective evidence of default for the purpose of determining it stage
classification of impairment. All financial assets with objective evidence of impairment will be further
referred to as defaulted. Exposure is considered defaulted if the obligatory payments of the exposure
have been past due for at least 90 days. An exposure is comprised of the following components at the
reporting date:

- Overdue principal receivable

- Undue principal receivable

- Overdue contract interest receivable

- Other outstanding exposure

- Unconditional and conditional off-balance sheet exposure
- Unamortized discount or premium

Measurement of the expected credit loss allowance for financial assets.

The measurement of ECL allowance for a financial asset measured at amortised cost or fair value
through other comprehensive income (FVOCI) is an area that requires the use of complex models and
significant assumptions about the future economic conditions and credit behavior. The ECL is
measured on either a 12 month or lifetime basis depending on whether a significant increase in credit
risk has occurred since initial recognition or whether an asset is considered to be credit — impaired.
ECL is the discounted product of the Probability of Default (PD), Exposure at Default (EAD) and Loss
Given Default (LGD). The PD represents the likelihood of the borrower defaulting on its financial
obligation either over the next 12months (12 months PD) or over the remaining lifetime (lifetime PD)
of the obligation. EAD is based on the amount the Bank expects to be owed at the time of default, over
the next 12 months or over the remaining life. LGD represents the Bank’s expectation of the extent of
loss on a default exposure. LGD varies by type of counterparty, type of seniority of claim and
availability of collateral or other credit support. LGD is expressed as percentage loss per unit of
exposure at the time of default (EAD) and is calculated on a 12months or lifetime.

Explanation of the inputs, assumptions and estimation techniques used in measuring ECL is further
detailed in note 35(a)(iv)

5. Changes in accounting policies

Except as noted below, the bank has consistently applied the accounting policies as set out in Note 6 to
all periods presented in these financial statements.

The bank has adopted the following new standards and amendments including any consequential
amendments to other standards with initial date of application of January 1, 2020.
The effect of initially applying these standards is mainly attributed to the following,
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a) Amendments to IFRS 3: Definition of a Business

b)

c)

d)

The amendment to IFRS 3 Business Combinations clarifies that to be considered a business, an integrated
set of activities and assets must include, at a minimum, an input and a substantive process that, together,
significantly contribute to the ability to create output. Furthermore, it clarifies that a business can exist without
including all of the inputs and processes needed to create outputs.

These amendments had no impact on the company’s financial statements, but may impact future periods
should the company enter into any business combinations.

Amendments to IFRS 7, IFRS 9 and IAS 39 Interest Rate Benchmark Reform

The amendments to IFRS 9 and IAS 39 Financial Instruments: Recognition and Measurement provide a
number of reliefs, which apply to all hedging relationships that are directly affected by interest rate
benchmark reform. A hedging relationship is affected if the reform gives rise to uncertainty about the
timing and/or amount of benchmark-based cash flows of the hedged item or the hedging instrument.

These amendments have no impact on the financial statements of the company as it does not have
any interest rate hedge relationships.

Amendments to IAS 1 and IAS 8 Definition of Material

The amendments provide a new definition of material that states, “information is material if omitting,
misstating or obscuring it could reasonably be expected to influence decisions that the primary users of
general-purpose financial statements make on the basis of those financial statements, which provide
financial information about a specific reporting entity.” The amendments clarify that materiality will depend
on the nature or magnitude of information, either individually or in combination with other information, in
the context of the financial statements. A misstatement of information is material if it could reasonably be
expected to influence decisions made by the primary users.

These amendments had no impact on the financial statements of the company, nor is there expected to
be any future impact to the company.

Conceptual Framework for Financial Reporting issued on 29 March 2018

The Conceptual Framework is not a standard, and none of the concepts contained therein override the
concepts or requirements in any standard. The purpose of the Conceptual Framework is to assist the IASB
in developing standards, to help preparers develop consistent accounting policies where there is no
applicable standard in place and to assist all parties to understand and interpret the standards. This will
affect those entities which developed their accounting policies based on the Conceptual Framework. The
revised Conceptual Framework includes some new concepts, updated definitions and recognition criteria
for assets and liabilities and clarifies some important concepts.

These amendments had no impact on the financial statements of the company.
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e) Amendments to IFRS 16 Covid-19 Related Rent Concessions

On 28 May 2020, the IASB issued Covid-19-Related Rent Concessions - amendment to IFRS 16 Leases The
amendments provide relief to lessees from applying IFRS 16 guidance on lease modification accounting for
rent concessions arising as a direct consequence of the Covid-19 pandemic. As a practical expedient, a lessee
may elect not to assess whether a Covid-19 related rent concession from a lessor is a lease modification. A
lessee that makes this election accounts for any change in lease payments resulting from the Covid-19 related
rent concession the same way it would account for the change under IFRS 16, if the change were not a lease
modification. The amendment applies to annual reporting periods beginning on or after 1 June 2020. Earlier
application is permitted. This amendment had no impact on the financial statements of the company.

6. Significant Accounting policies

The Bank prepares financial statements in accordance with IFRS. The Banks significant accounting policies
relating to specific financial statement items, together with a description of the accounting estimates and
judgements that were critical to preparing them, are set out under the relevant notes. Accounting policies
that affect the financial statements as a whole are set out below.

(a)

(b)

Foreign currency

Foreign currency transactions

Transactions in foreign currencies are translated into the respective functional currency of the Bank
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.

Interest

Interest income and expense are recognised in profit or loss for all interest-bearing instruments
measured on an accrual basis 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 recognition of interest ceases when the payment of interest on principal is in doubt. Interest is
included in income thereafter, only when it is received.
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(©)

(d)

(e)

(b) Interest (continued)

The effective interest rate is the rate that exactly discounts estimated future cash payments or
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 cash flows 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 interest 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 profit or loss and OCI include:

o Interest on financial assets and financial liabilities measured at amortised cost calculated
on an effective interest basis.

o Interest on available-for-sale investment securities on an effective interest basis.

o 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.

Fair value changes on the other derivative 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 through profit and loss in the statement of comprehensive
income.

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. When 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 relate mainly to transaction and service fees, which are
expensed as the services are received.

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.

Leases
The Bank has initially adopted IFRS 16 Leases from 1 January 2019.

IFRS 16 introduced a single, on-balance sheet accounting model for leases. As a result, the Bank,
as alessee has recognized the right-of-use assets representing its right to use the underlying assets
and lease liabilities representing its obligation to make lease payments. Lessor’s accounting remains
similar to previous accounting policies.
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(€)

(i)

(i)

Definition of lease

The Bank has elected to apply the practical expedient available on transition to IFRS 16 not to
reassess whether a contract is or contains a lease. Accordingly, the definition of a lease in
accordance with IAS 17 and IFRIC 4 will continue to apply to those leases entered or modified
before 1 January 2019.

Under IFRS 16, a contract is, or contains a lease if the contract conveys a right to control the
use of an identified asset for a period of time in exchange for consideration. The change in
definition of a lease mainly relates to the concept of control. IFRS 16 distinguishes between
leases and service contracts on the basis of whether the use of an identified asset is controlled
by the customer. Control is considered to exist if the customer has:

¢ The right to obtain substantially all of the economic benefits from the use of an identified
asset; and

e The right to direct the use of that asset.

The Bank will apply the definition of a lease and related guidance set out in IFRS 16 to all lease
contracts entered into or modified on or after 1 January 2019 (whether it is a lessor or a lessee
in the lease contract).

At inception or on reassessment of a contract that contains a lease component, the Bank
allocates the consideration in the contract to each lease and non-lease component on the
basis of their relative stand-alone prices. However, for leases of properties in which it is a
lessee, the Bank has elected not to separate non-lease components and will instead account
for the lease and non-lease component as a single component

Bank as a lessee

Leases, under which the Bank possess a contract that conveys the right to control the use of
an identified asset for a period of time in exchange for consideration is disclosed in the Bank's
statement of financial position and recognized as a leased asset.

To assess whether a contract conveys the right to control the use of an identified asset for a
period of time, the Bank assesses whether, throughout the period of use, it has both of the
following:

(a) the right to obtain substantially all of the economic benefits from use of the identified
asset, and

(b) the right to direct the use of the identified asset.
The Bank has elected not to recognize right-of-use assets and lease liabilities for some leases
of low value assets. The Bank recognizes expenses associated with these leases as an
expense on straight line basis over the lease term.

The Bank presents right-of-use assets as a separate class under ‘property and equipment’.
The Bank presents lease liability in other liabilities in the statement of financial position.
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6. Significant accounting policies (continued)
(e) Leases (continued)
(i) Bank as a lessee(continued)

The Bank recognizes a right-of-use asset and a lease liability at the lease commencement date.
The right-of-use asset is initially measured at cost, and subsequently at cost less any
accumulated depreciation and impairment losses, and adjusted for certain remeasurements of
the lease liability.

The lease liability is initially measured at the present value of the lease payments that are not paid
at the commencement date, discounted using the interest rate implicit in the lease or, if that rate
cannot be readily determined, the Bank’s incremental borrowing rate. Generally, the Bank uses
its incremental borrowing rate as the discount rate.

The lease liability is subsequently increased by the interest cost on the lease liability and
decreased by lease payment made. It is remeasured when there is a change in future lease
payments arising from a change in an index or rate, a change in the estimate of the amount
expected to be payable under a residual value guarantee, or as appropriate, changes in the
assessment of whether a purchase or extension option is reasonably certain to be exercised or a
termination option is reasonably certain not to be exercised.

The Bank has applied judgement to determine the lease term for some lease contracts in which it
is a lessee that include renewal options. The assessment of whether the Bank is reasonably
certain to exercise such options impacts the lease term, which significantly affects the amount of
lease liabilities and right-of-use assets recognized.

Transition

Previously, the Bank classified property leases as finance leases under IAS 17. These
properties are the Bank's branch offices.

- At transition, for leases classified as finance leases under |IAS 17, lease liabilities were
measured at the present value of the remaining lease payments, discounted at the Bank’s
incremental borrowing rate as at 1 January 2019. Right-of-use assets are measured at an
amount equal to the lease liability, adjusted by the amount of any prepaid or accrued lease
payments - the Bank applied this approach to all other leases.

The Bank used the following practical expedients when applying IFRS 16 to leases previously
classified as finance leases under |IAS 17.

- Applied the exemption not to recognize right-of-use assets and liabilities for leases with
less than 12 months of lease term.

- Excluded initial direct costs from measuring the right-of-use asset at the date of initial
application.

- Used hindsight when determining the lease term if the contract contains options to extend or
terminate the lease.



Rokel Commercial Bank (Sierra Leone) Limited
Financial Statements
for the year ended 31 December 2020

Notes to the Financial Statements (continued)
Significant accounting policies (continued)
(e) Leases (continued)

iv. Bank as a lessor (continued)

®)

Lease and instalment sale contracts are primarily financing transactions in banking activities,
with rentals and instalments receivable, less unearned finance charges, being included in
Loans and advances to customers in the statement of financial position. Finance charges
earned are computed using the effective interest method which reflects a constant periodic
return on the investment in the finance lease. Initial direct costs paid are capitalized to the
value of the lease amount receivable and accounted for over the lease term as an adjustment
to the effective rate of return.

The accounting policies applicable to the Bank as a lessor are not different from those under
IAS 17. The Bank is not required to make any adjustments on transition to IFRS 16 for lease
in which it acts as a lessor.

The Bank recognizes assets held under a finance lease in its statement of financial position
and present them as a receivable at an amount equal to the net investment in the lease.
Initially, the Bank will recognize a finance lease receivable at the amount equal to the net
investment in the lease. Subsequently, finance income will be recognized at a constant rate
on the net investment. During any ‘payment free’ period, this will result in the accrued finance
income increasing the finance lease receivable.

For finance leases, the lease payments included in the measurement of the net investment in
a lease at commencement date includes variable lease payments that depend on an index or
arate; other variable payments (e.g. those linked to future performance or use of an underlying
asset) are excluded from the measurement of the net investment and are instead recognized
as income when they arise. The treatment adopted for variable lease payments under
operating leases should be consistent with these policies.

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.

(i) 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 receivables in respect of previous years.
The amount of current tax payable or receivable is the best estimate of the tax amount
expected to be paid or received that reflects uncertainty related to income taxes if any. It
is measured using the rates enacted or substantially enacted at the reporting date. Current
tax also includes any tax arising from dividends.

(iiij) 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 differences
relating to investments in subsidiaries to the extent that it is probable that they will not
reverse in the foreseeable future.
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(®)

iv.

(9)

Income tax (continued)

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 utilized. 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 be
realized.

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 and rates 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 relate 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 of their tax assets and liabilities will be realized
simultaneously.

The measurement of deferred tax reflects the tax consequences that would follow the manner in which
the Bank expects at the reporting date to recover or settle the carrying amount of its assets and
liabilities. For this purpose, the carrying amount of investment property measured at fair value is
presumed to be recovered through sale and the Bank has not rebutted this presumption.

Unrecognised deferred assets are reassessed at each reporting date and recognized to the extent
that it has become probable that future taxable profits will be available against which they can be
used.

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. These amounts are generally
recognized in profit or loss because they generally relate to income arising from transactions that
were not originally recognized in profit or loss.

Tax exposures

In determining the amount of asset and deferred tax, the Bank takes into account the impact of
uncertain tax positions and whether additional taxes and interest may be due. This assessment relies
on estimates and assumptions and may involve a series of judgments about future events. New
information may become available that causes the bank to charge its judgement regarding the
adequacy of existing tax liabilities. Such changes to tax liabilities will impact tax expense in the period
that such a determination is made.

Financial assets and financial liabilities

i. Recognition
The Bank initially recognised loans and advances, deposits, debt securities issued and
subordinated liabilities on the date at which they are originated. Regular way purchases and
sales of financial assets are recognised on the trade date at which the Bank commits to purchase
or sell the asset. All other financial assets and liabilities (including assets and liabilities designated
at fair value through profit or loss) are initially recognised on the trade date, which is the date that
the Bank becomes a party to the contractual provisions of the instrument.

A financial asset or financial liability is measured initially at fair value plus, for an item not at fair
value through profit or loss, transaction costs that are directly attributable to its acquisition or
issue.
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Classification
The Bank classifies its financial assets in one of the following categories:

¢ loans and receivables,

¢ held to maturity;

e available-for-sale; or

¢ at fair value through profit or loss and within the category as
¢ held for trading; or

¢ designated at fair value through profit or loss.

The Bank classifies its financial liabilities as measured at amortised cost or fair value through profit
orloss.

Derecognition

The Bank derecognizes a financial asset when the contractual rights to the cash flows from the
financial asset expire, or it transfers the rights to receive the contractual cash flows in a transaction
in which substantially all the risks and rewards of ownership of the financial asset are transferred
or in which the Bank neither transfers nor retains substantially all the risks and rewards of
ownership and it does not retain control of the financial asset. Any interest in such transferred
financial assets that qualify for derecognition that is created or retained by the Bank is recognised
as a separate asset or liability. On derecognition of a financial asset, the difference between the
carrying amount of the asset (or the carrying amount allocated to the portion of the asset
transferred), and the sum of (i) the consideration received (including any new asset obtained less
any new liability assumed) and (ii) any cumulative gain or loss that had been recognised in other
comprehensive income is recognised in profit or loss.

Any interest in such transferred financial assets that qualify for derecognition that is created by the
Bank is recognized as a separate asset or liability.

The Bank enters into transactions whereby it transfers assets recognised on its statement of
financial position, but retains either all or substantially all of the risks and rewards of the transferred
assets or a portion of them. If all or substantially all risks and rewards are retained, then the
transferred assets are not derecognized. Transfers of assets with retention of all or substantially
all risks and rewards include for example securities lending and repurchase transactions.

When assets are sold to a third party with a concurrent total rate of return swap on the transferred
assets, the transaction is accounted for as a secured financing transaction similar to sales and
repurchase transactions became the Bank retains all or substantially all the risks and rewards of
ownership of such assets.

In transactions in which the Bank neither retains nor transfers substantially all the risks and rewards
of ownership of a financial asset and it retains control over the asset, the Bank continues to
recognise the asset to the extent of its continuing involvement, determined by the extent to which
it is exposed to changes in the value of the transferred asset.

In certain transactions the Bank retains the obligation to service the transferred financial asset for
a fee. The transferred asset is derecognized if it meets the derecognition criteria. An asset or
liability is recognised for the servicing contract, depending on whether the servicing fee is more
than adequate (asset) or is less than adequate (liability) for performing the servicing.
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(9)

The Bank securities various consumer and commercial financial assets, which generally results in the
sale of these assets to special-purpose entities, which is turn issue securities to investors. Interests in
the securitized financial assets may be retained in the form of senior or subordinated tranches, interest-
only strips or other residual interests (“retained interest”). Retained interests are primarily recorded in
available-for-sale investment securities and carried at fair value. Gains or losses on securitization
depend in part on the carrying amount of the transferred financial assets, allocated between the
financial assets derecognized and the retained interests based on their relative fair values at the date
of the transfer. Gains or losses on securitization are recorded in other operating income.

The Bank derecognizes a financial liability when its contractual obligations are discharged or cancelled
or expire.

iv.

Vi.

Offsetting

Financial assets and liabilities are offset and the net amount presented in the statement of
financial position when and only when the Bank has a legal right to set off the amounts and it
intends either to settle on a net basis or to realize the asset and settle the liability simultaneously.

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.

Amortised cost measurement

The amortised cost of a financial asset or liability is the amount at which the financial asset or
liability is measured at initial recognition, minus principal repayments, plus or minus the
cumulative amortization using the effective interest method of any difference between the initial
amount recognised and the maturity amount, minus any reduction for impairment.

Fair value measurement

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date in the principal or, in
its absence, the most advantageous market to which the Bank has access at that date. The fair
value of a liability reflects its non-performance risk.

When available, the Bank measures the fair value of an instrument using quoted prices in an
active market for that instrument. A market is regarded as active if transactions for the asset or
liability take place with sufficient frequency and volume to provide pricing information on an
ongoing basis.

If there is no quoted price in an active market, then the Bank uses valuation techniques that
maximize the use of relevant observable inputs and minimize the use of unobservable inputs.
The chosen valuation technique incorporates all of the factors that market participants would
take into account in pricing a transaction.
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(9)

Financial assets and financial liabilities (continued)

The best evidence of the fair value of a financial instrument at initial recognition is normally the
transaction price, i.e. the fair value of the consideration given or received. The Bank determines that
the fair value at initial recognition differs from the transaction price and the fair value is evidenced
neither by a quoted price in an active market for an identical asset or liability nor based on a valuation
technique that uses only data from observable markets, then the financial instrument is initially
measured at fair value, adjusted to defer the difference between the fair value at initial recognition and
the transaction price. Subsequently, that difference is recognized in profit or loss on an appropriate
basis over the life of the instrument but no later than when the valuation is wholly supported by
observable market data or the transaction is closed out.

If an asset or a liability measured at fair value has a bid price and an ask price, then the Bank measures
assets and long positions at a bid price and liabilities and short positions at an ask price.

vii. Fair value measurement

Portfolios of financial assets and financial liabilities that are exposed to market risk and credit risk
that are managed by the Bank on the basis of the net exposure to either market or credit risk are
measured on the basis of a price that would be received to sell a net long position (or paid to transfer
a net short position) for a particular risk exposure.

Those portfolio-level adjustments are allocated to the individual assets and liabilities on the basis
of the relative risk adjustment of each of the individual instruments in the portfolio.

The fair value of a demand deposit is not less than the amount payable on demand, discounted
from the first date on which the amount could be required to be paid. The Bank recognises transfers
between levels of the fair value hierarchy as of the end of the reporting period during which the
change has occurred.

‘Fair value’ is the amount for which an asset could be exchanged, or a liability settled, between
knowledgeable, willing parties in an arm’s length transaction on the measurement date.

When available, the Bank measures the fair value of an instrument using quoted prices in an active
market for that instrument. A market is regarded as active if quoted prices are readily and regularly
available and represent actual and regularly occurring market transactions on an arm’s length basis.

If a market for a financial instrument is not active, then the Bank establishes fair value using a
valuation technique. The chosen valuation technique makes maximum use of market inputs, relies
as little as possible on estimates specific to the Bank, incorporates all factors that market
participants would consider in setting a price and is consistent with accepted economic
methodologies for pricing financial instruments.

The best evidence of the fair value of a financial instrument at initial recognition is the transaction
price — i.e. the fair value of the consideration given or received.

However, in some cases the initial estimate of fair value of a financial instrument on initial
recognition may be different from its transaction price. If this estimated fair value is evidenced by
comparison with other observable current market transactions in the same instrument (without
modification or repackaging) or based on a valuation technique whose variables include only data
from observable markets, then the difference is recognised in profit or loss on initial recognition of
the instrument.
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(9)

Financial assets and financial liabilities (continued)

In other cases, the fair value at initial recognition is considered to be the transaction price and the
difference is not recognised in profit or loss immediately but is recognised over the life of the instrument
on an appropriate basis or when the instrument is redeemed, transferred or sold, or the fair value
becomes observable.

If an asset or a liability measured at fair value has a bid price and an ask price, then the Bank measures
assets and long positions at a bid price and liabilities and short positions at an ask price. Where the
Bank has positions with offsetting risks, mid-market prices are used to measure the offsetting risk
positions and a bid or ask price adjustment is applied only to the net open position as appropriate.

The fair value of a demand deposit is not less than the amount payable on demand, discounted from
the first date on which the amount could be required to be paid.

viii. Identification and measurement of impairment

At each reporting date the Bank assesses whether there is objective evidence that financial assets
not carried at fair value through profit or loss are impaired. A financial asset or a group of financial
assets is (are) impaired when objective evidence demonstrates that a loss event has occurred after
the initial recognition of the asset(s), and that the loss event has an impact on the future cash flows
of the asset(s) that can be estimated reliably.

Objective evidence that financial assets are impaired includes:

° significant financial difficulty of the borrower or issuer

° default or delinquency by a borrower,

° the restructuring of a loan or advance by the Bank on terms that the Bank would not consider
otherwise,

° indications that a borrower or issuer will enter bankruptcy,

° the disappearance of an active market for a security,

° observable data relating to a group of assets such as adverse changes in the payment status
of borrowers or issuers in the Bank, or economic conditions that correlate with defaults in the
Bank.

In addition, for an investment in an equity security, a significant or prolonged decline in its fair value
below its cost is objective evidence of impairment.

The Bank considers evidence of impairment for loans and advances and held-to-maturity investment
securities at both a specific asset and collective level. All individually significant loans and advances
and held-to-maturity investment securities are assessed for specific impairment. All individually
significant loans and advances and held-to-maturity investment securities found not to be specifically
impaired are then collectively assessed for any impairment that has been incurred but not yet
identified. Loans and advances and held-to-maturity investment securities that are not individually
significant are collectively assessed for impairment by grouping together loans and advances and
held-to-maturity investment securities with similar risk characteristics.

In assessing collective impairment, the Bank uses statistical modeling of historical trends of the
probability of default, timing of recoveries and the amount of loss incurred, adjusted for
management’s judgement as to whether current economic and credit conditions are such that the
actual losses are likely to be greater or less than suggested by historical modeling.
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Financial assets and financial liabilities (continued)

Default rates, loss rates and the expected timing of future recoveries are regularly benchmarked
against actual outcomes to ensure that they remain appropriate.

Impairment losses on assets carried at amortised cost are measured as the difference between the
carrying amount of the financial asset and the present value of estimated future cash flows discounted
at the asset’s original effective interest rate.

Impairment losses are recognised in profit or loss and reflected in an allowance account against loans
and advances. Interest on impaired assets continues to be recognised through the unwinding of the
discount. When a subsequent event causes the amount of impairment loss to decrease, the decrease
in impairment loss is reversed through profit or loss.

Impairment losses on available-for-sale investment securities are recognised by transferring the
cumulative loss that has been recognised in other comprehensive income to profit or loss as a
reclassification adjustment. The cumulative loss that is reclassified from other comprehensive income
to profit or loss is the difference between the acquisition cost, net of any principal repayment and
amortization, and the current fair value, less any impairment loss previously recognised in profit or
loss. Changes in impairment provisions attributable to time value are reflected as a component of
interest income.

If, in a subsequent period, the fair value of an impaired available-for-sale debt security increases and
the increase can be objectively related to an event occurring after the impairment loss was recognised
in profit or loss, the impairment loss is reversed, with the amount of the reversal recognised in profit or
loss.

However, any subsequent recovery in the fair value of an impaired available-for-sale equity security is
recognised in other comprehensive income.

The Bank writes off certain loans and advances and investment securities when they are determined
to be uncollectible.

ix.  Designation at fair value through profit or loss

The Bank has designated financial assets and liabilities at fair value through profit or loss in the
following circumstances:

o The assets or liabilities are managed, evaluated and reported internally on a fair value
basis.

o The designation eliminates or significantly reduces an accounting mismatch which would
otherwise arise.

Note 17 sets out the amount of each class of financial asset or liability that are measured at
amortised costs and or classified as available for sale.

A description of the basis for each designation is set out in the note for the relevant asset or
liability class.
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(9)

(h)

@)

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 of less than three months
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.

(i) Loans 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
orin 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
e 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 value through profit
or loss as described in the accounting policy, they are measured at fair value with face value
changes recognized immediately in profit or loss.

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.

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 are subsequently accounted
for depending on their classification as either held to maturity, fair value through profit or loss, or
available for sale.
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(i)

Held-to-maturity

Held-to-maturity investment are non-derivative assets with fixed or determinable payments
and fixed maturity that the Bank has the positive intent and ability to hold to maturity, and
which are not designated as at fair value through profit or loss or as available for sale.

Held-to-maturity investments are carried at amortised cost using the effective interest method
less any impairment losses. A sale or reclassification of a more than insignificant amount of held-
to-maturity investments would result in the reclassification of all held-to-maturity investments as
available for sale, and would prevent the Bank from classifying investment securities as held to
maturity for the current and the following two financial years.

However, sales and reclassifications in any of the following circumstances would not trigger
a reclassification.

o Sales or reclassifications that are so close to maturity that changes in the market rate of
interest would not have a significant effect on the financial asset’s fair value;

o Sales or reclassifications after the Bank has collected substantially all of the asset’s original
principal; and

o Sale or reclassifications that are attributable to non-recurring isolated events beyond the
Bank’s control that would not have been reasonably anticipated.

(ii) 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 as at 31 December 2020.

(i) Available-for-sale
Available-for-sale investments are non-derivative investments that are designated as available
for sale or are not classified as another category of financial assets. Unquoted equity securities
whose fair value cannot reliably be measured are carried at cost. All other available-for-sale
investments are measured at fair value after initial recognition.

Interest income is recognised in profit or loss using the effective interest method. Foreign
exchange gains or losses on available-for-sale debt security investments are recognised in
profit or loss.

Other fair value changes other than impairment losses are recognised in other comprehensive
income until the investment is sold or impaired, whereupon the cumulative gains and losses
previously recognised in equity are reclassified to profit or loss as a reclassification adjustment.

A non-derivative financial asset may be reclassified from the available-for-sale category to the
loans and receivables category if it would otherwise have met the definition of loans and
receivables and if the Bank has the intention and ability to hold that financial asset for the
foreseeable future or until maturity.
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(k)

Property and equipment

(i)

(i)

Recognition and measurement

Items of property and equipment are measured at costs less accumulated depreciation and any
accumulated impairment losses.

Purchased software that is integral to the functionality of the related equipment is capitalized 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 the property and equipment.

Any gain or loss on disposal of property and equipment is recognized within other income in
profit or loss.

Land and buildings comprise mainly branches and offices. All property, plant and equipment
are stated at historical cost less depreciation and impairment losses.

Historical cost includes expenditure that is directly attributable to the acquisition of the items.

The cost of self-constructed assets includes the cost of materials and direct labour, any other
costs directly attributable to bringing the asset to a working condition for its intended use, and
the costs of dismantling and removing the items and restoring the site on which they are located.

Subsequent costs

Subsequent costs are included in the asset’s carrying amount or are recognized as a separate
asset as appropriate only when it is probable that future economic benefits associated with the
item will flow to the Bank and the cost of the item can be measured reliably. All other repairs
and maintenance are charged to profit or loss during the financial period in which they are
incurred.

(iii) Depreciation

Land is not depreciated. Depreciation on other assets is calculated using the straight-line
method to allocate their costs less their residual values and is generally recognized in profit or
loss. Leased assets are depreciated over the shorter of the lease term and the useful lives
unless it is reasonably certain that the Bank will obtain ownership by the end of the lease term.

The estimated useful lives of significant items of property and equipment are as follows:

Office premises 50 years
Right of use assets 2 to 50 years
Furniture and fittings 5 years
Computer equipment 3 years
Motor vehicles 5 years
Other equipment 5 years

Depreciation methods useful lives and residual values are revalued at each reporting date and
adjusted if appropriate.
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The assets ‘residual values and useful lives are reviewed, and adjusted if appropriate, at the end
of each reporting period.

Assets that are subject to amortization 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 disposal are determined by comparing proceeds with carrying amount. These
are included in profit or loss.

(iv) Intangible assets

U

Computer software

Software acquired by the Bank is stated at cost less accumulated amortization 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 capitalized costs of internally developed software include all costs directly attributable to
developing the software and capitalized borrowing costs and are amortised over its useful life.
Internally developed software is stated at capitalized cost less accumulated amortization and
impairment.

Subsequent expenditure on software assets is capitalized only when it increases the future
economic benefits embodied in the specific asset to which it relates. All other expenditure is
expensed as incurred.

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 end
and adjusted if appropriate.

Impairment 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 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 cash flows 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.
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(m)

(n)

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 “cash-generating
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 that
a 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.

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 amortization, if no impairment loss had been recognised.

Deposits
Deposits are the Bank’s main 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 cost using the effective interest
method, except where the Bank chooses to carry the liabilities at fair value through profit or loss.

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
cash flows 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.
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(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 publicly. Future operating losses are not provided for.

(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 contact and the expected net cost of continuing with the
contract. Before a provision is established, the Bank recognizes any impairment loss on the
assets associated with that contract.

Financial guarantees

Financial guarantees are contracts that require the Bank to make specified payments to
reimburse the holder for a loss it incurs because a specified debtor fails to make payment when
it is due in accordance with the terms of a debt instrument. Financial guarantee liabilities are
recognised initially at their fair value, and the initial fair value is amortised over the life of the
financial guarantee. The financial guarantee liability is subsequently carried at the higher of
this amortised amount and the present value of any expected payment when a payment under
the guarantee has become probable. Financial guarantees are included within other liabilities.

Employee benefit
(i) Short term benefits

Short term employee benefit obligations are measured on an undiscounted basis and are
expensed as the related services provided.

A liability is recognised for the amount expected to be paid under short term cash bonus or
profit-sharing plans if the Bank has a present legal and constructive obligation to pay this
amount as a result of past service provided by the employee, and the obligation can be
reliably estimated.

(ii) Defined contribution plans

The Bank pays contributions to the National Social Security and Insurance Trust on a
mandatory basis. The Bank has no further payment obligations once the contributions have
been paid. The contributions are recognised as employee benefit expense in profit and loss
when they are due. Prepaid contributions are recognised as an asset to the extent that a
cash refund or a reduction in the future payments is available.

(iif) Defined benefit plans

A defined benefit plan is a post-employment benefit plan other than a defined contribution
plan. The Bank’s net obligation in respect of its defined benefit plan is calculated by
estimating the amount of future benefit that employees have earned in return for their service
in the current and prior periods. That benefit is discounted to determine its present value.
Any unrecognized past service costs and the fair value of any plan assets are deducted.

The calculation is performed annually by a qualified actuary using the projected unit credit
method.

The Bank recognizes all actuarial gains and losses arising from defined benefit plans and all
expenses related to defined benefit plans in employee benefit expense in OCI.
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(iv) Termination benefits

Termination benefits are payable when employment is terminated by the Bank before the
normal retirement date, or whenever an employee accepts voluntary redundancy in
exchange for these benefits. The Bank recognises termination benefits when it is
demonstrably committed to either: terminating the employment of current employees
according to a detailed formal plan without possibility of withdrawal; or providing termination
benefits as a result of an offer made to encourage voluntary redundancy. Benefits falling due
more than 12 months after the balance sheet date are discounted to present value.

(q) Share capital and reserves

(i)

(ii)

(iii)

v)

(r)

v)

(vi)

Share issue costs

Incremental costs directly attributable to the issue of an equity instrument are deducted
from the initial measurement of the equity instruments.

Share premium

Share premium is measured as the excess of the issue price over the per value of the
ordinary shares.

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.

Statutory reserves

Statutory reserves are based on the requirements of section 24 of the Banking Act of
Sierra Leone. Transfers into statutory reserves are made in accordance with the
relationship between the Bank’s reserve fund and its paid-up capital, which determines
the proportion of profits for the period that should be transferred.

Statutory loan loss reserves

This is a reserve created to set aside the excess between amounts recognized 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.

Other reserves

Other reserves represent net actuarial gains or losses on the defined benefit obligation
of the Bank.

Earnings per share

The Bank presents basic and diluted earnings per share (EPS) data for 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.
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(s) 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.

7. Operating segments
Business segmentation
The Bank operates three main business segments:

1) Retail Banking - Incorporating private banking services, private customer
current accounts, savings, deposits, investments savings
products, custody, consumer loans and other financial products

2) Corporate Banking - Incorporating direct debt facilities, current accounts, deposits,
overdrafts, loans and other credit facilities, foreign currency
and other financial products; and

3) Money Transfer - Incorporating money transfers between jurisdictions.

Transactions between the business segments are on normal commercial terms and conditions.
Funds are ordinarily allocated between segments, resulting in funding cost transfers disclosed in cooperating
income. Interest charged for these funds is based on the Bank’s cost of capital. There are no other material

items of income or expense between the business segments.

Segment assets and liabilities comprise operating assets and liabilities, being the majority of the balances
in the statement of financial position, but exclude items such as taxation and borrowings.

Internal charges and transfer pricing adjustments have been reflected in the performance of each business.
Revenue sharing agreements are used to allocate external customers revenues to a business segment on
a reasonable basis.
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Net interest income
In thousands of Leones

@ Interest income

200,902,741

M Interest expense

165,802,444

O Net interest income

2020 2019

Revenue by category
In thousands of Leones

o @ Cash and cash
(5] equivalent
~N
<
o
< W Loans and
o
- advances to
customers
OlInvestment
security
2020 2019
In thousands of Leones 2020 2019
(a) Interestincome:
Interest income from
Cash and cash equivalents 4,026,705 3,788,759
Loans and advances to customers 41,738,134 27,618,474
Investment securities 164,647,395 142,633,141
Total interest income 210,412,234 174,040,374

The Le164.65 billion (2019: Le142.63 billion) from interest on investment securities relates to interests
earned on Government Securities.
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(b) Interest expense
Interest expenses on

Deposits from customers (9,509,493) (8,237,930)
Total interest expense (9,509,493) (8,237,930)
Net interest income 200,902,741 165,802,444
9. Fee and commission income
See accounting policy in note 6(c)
In thousands of Leones 2020 2019
Credit related fees and commission 3,201,882 2,126,224
Trade finance and other fees 10,669,912 9,600,706
Commission on turnover 14,886,564 11,595,731
Total fee and commission income 28,758,358 23,322,661
Fees and commission expense
Fees and commission paid (2,342,726) (1,726,181)
Net fees and commission income 26,415,632 21,596,480

Performance obligation and revenue recognition policies

Fee and commission income from contracts with costumers is measured based on the consideration
specified in the contract with the customer. The Bank recognizes revenue when it transfers control over a

service to a customer.

The following table provides information about the nature and timing of the satisfaction of performance
obligations in contracts with customers, including significant payment terms, and the related revenue

recognition policies.

Type of service

Nature and timing of satisfaction of performance
obligations, including significant payment terms

Revenue recognition
under IFRS 15

Retail and
corporate banking
services

The Bank provides banking services to retail and
corporate customers including account management
provision of overdraft facilities, foreign currency
transactions credit card and servicing fees.

Fees for ongoing account management are charged
to the customer’s account on a monthly basis. The
Bank sets the rates separately for retail and corporate
banking customers on an annual basis.

Transaction — based fees for interchange, foreign
currency transactions and overdrafts are charged to
the customer’s account when the transaction takes
place.

Servicing fees are charged on a monthly basis and
are based on fixed rates reviewed annually by the
Bank.

Revenue from account
service and servicing fees
is recognized over time as
the services are provided.

Revenue related to
transactions is recognized
at the point in time when
the transaction takes
place.
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Fee and commission income (continued)

Credit related fees and commission relate to establishment fees earned on loans and advances other than
interest income.

Trade finance and other fees relate to income on import and export finance transactions, issue of letters of
credit, guarantees and other similar transactions.

Commission on turnover relates to fees earned on activities of the Bank relating to outward and inward
remittance service charges on current accounts, and other earnings on similar commission related
transactions.

Net trading income

See accounting policy in note 6(d)

In thousands of Leones 2020 2019
Foreign exchange gains 24,204,164 20,693,527

The foreign exchange net trading income includes gains and losses from spot transactions and translated
foreign currency assets and liabilities.

Other operating income

In thousands of Leones 2020 2019
Rent received 105,029 92,632
Others - 23,429
Total operating income 105,029 116,061

Personnel expenses

See accounting policy in note 6(p)

In thousands of Leones 2020 2019
Salaries and allowances 62,013,217 54,241,215
Compulsory social security obligations 3,068,035 2,435,283
Expenses related to post employment:

Current service cost 1,907,809 2,382,860
Interest cost 10,225,292 9,057,435
Other employee costs 13,287,645 7,628,433
Total personal expenses 90,501,998 75,745,226

Other employee benefits

The Bank maintains a post-employment defined benefit plan in accordance with statutory requirements,
which entitles an employee to receive a lump sum payment when leaving the employment of the Bank,
whether due to resignation, retirement or death. The lump sum payment is determined by the final basic
salary and number of years of service provided.

These defined benefit plans expose the Bank to actuarial risks such as interest rate risk.
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(i)

13.

13.1

Movement in net defined benefit liability

The following table shows a reconciliation from the opening balances to the closing balances for

the net defined benefit liability and its component.

In thousands of Leones 2020 2019
Liability at 1 January 39,333,506 39,413,862
Expense recognized in profit or loss
and other comprehensive income
Current service cost 1,907,809 2,382,860
Interest on obligation 10,225,292 9,057,435
Past service cost - -
12,133,101 11,440,295
Included in other comprehensive income
Actuarial (gain) loss 1,359,028 (7,419,367)
1,359,028 (7,419,367)
Other
Recovery from provident fund
contribution/(recovered) 1,011,121 (437,470)
Benefits paid by the plan (729,032) (3,663,814)
Liability for defined benefit obligation 53,107,724 39,333,506
(ii) Movement in plan assets
In thousands of Leones 2020 2019
Fair value of plan assets at the beginning
of the reporting period
Contribution paid into the plan 729,032 3,663,814
Benefits paid by the plan (729,032) (3,663,814)
Actuarial (losses)/gains - -
Expected return on plan assets - -
Fair value of plan assets - -
Operating expenses
Operating expenses
In thousands of Leones 2020 2019
Depreciation 5,251,598 3,933,946
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13.2 Other operating expenses

In thousands of Leones 2020 2019
Other operating expenses
Audit fees 420,000 395,000
Legal and professional fees 641,283 792,359
Property costs 13,442,716 12,200,276
Computer costs 17,084,186 10,210,292
Communications 4,149,432 2,949,424
Travel 6,578,575 7,084,947
Directors’ fees 1,246,783 665,556
General administrative expenses 15,303,187 10,388,706
Fraud expense 6,408,449 -
Others 3,573,803 3,915,594
Total operating expenses 68,848,414 48,602,154
Included in the above costs is non-executive directors’ remuneration of Le 1.2 billion
(2019: Le 650.56 million).
Net impairment loss
14.1 Net impairment loss
In thousands of Leones 2020 2019
This comprises:
New provisions on loans and advances 13,093,325 1,525,823
Due from other bank provision 78,981 33,232
Guarantees provision 4,260 56,187
Recovery of amounts previously written off (9,717,333) (1,127,097)
Total 3,459,233 488,145
14.2. Advances written off
These relate to various long outstanding overdraft balances that could not be recovered by
the Bank as at 31 December as follows:
Overdraft written off
In thousands of Leones 2020 2019
Long outstanding overdraft balances - -
Balance at year end - -
Earnings per share
2020 2019
In thousands of Leones
Profit attributable to equity holders of the Bank 56,574,106 63,045,865
Weighted average number of ordinary
shares in issue 76,237,738 76,237,738
Basic earnings per share (expressed in Leones
per share) 0.75 0.83
Basic

Basic earnings per share is calculated by dividing the net profit attributable to equity holders of the Bank by
the weighted average number of shares in issue during the year, excluding the average number of ordinary

shares purchased by the Bank and held as treasury shares.
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Notes to the financial statements (continued)
Diluted

Diluted earnings per share is calculated by adjusting the weighted average number of ordinary shares
outstanding to assume conversion of all dilutive potential ordinary shares. The Bank had no category of
dilutive potential ordinary shares as at 31 December 2020; hence diluted and basic earnings per share are
the same.

16.

Taxation

See accounting policy in note (6(f)

Income tax expense

Recognised in the statement of comprehensive income

In thousands of Leone 2020 2019
(a) Current tax expense:
Current year charge at 25% (2019:30%) 24,058,946 26,314,213
Deferred tax expense
Origination and reversal of temporary
Differences 1,914,000 (9,921,037)
Unrecognized deferred tax asset - -
Total income tax expense 25,972,946 16,393,176
(b) Reconciliation of effective tax rate
In thousands of Leones 2020 2019
Profit before income tax 83,566,323 79,439,041
Income tax using the
Corporation tax rate 20,891,580 23,831,712
Reconciliation of opening position
Tax impact of permanent difference:
Deferred tax adjustment due to change in tax rate 2,840,934 -
Tax exempt income (26,257) (27,790)
Non deductible expanses 2,328,526 780,769
Tax inventives (61,837) (99,528)
(Deferred tax asset not recognised) /
deferred tax charge - (8,091,987)
Total income tax expense in the income statement 25,972,946 16,393,176
(c) Deferred tax account 2020 2019
In thousands of Leones
Balance brought forward (15,891,846) (8,196,619)
Charge for the year 1,914,000 (9,921,037)
Actuarial gain tax (339,757) 2,225,810
Balance at end of year (14,317,603) (15,891,846)
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Notes to the financial statements (continued)
16. Taxation (continued)

(d)  Current tax (assets)/liabilities

In thousands of Leones 2020 2019
Balance at 1 January 553,483 26,093,865
Charge for the year 24,058,946 26,314,213
Income tax paid (24,199,333) (51,854,595)
Balance at end of year 413,096 553,483
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Notes to the financial statements (continued)

18. Cash and cash equivalents

19.

See accounting policy in note 6(h)

In thousands of Leones 2020 2019
Cash in hand 25,659,126 56,361,920
Balance with the Central Bank 128,663,967 49,057,201
Balances with other banks (Nostros) 94,136,618 144,144,067
Items in clearing from other banks 555,082 771,551
and cash equivalents included in the
statement of cash flows 249,014,793 250,334,739
Balances with the Central Bank are non-interest bearing.
Loans and advances to customers
See accounting policy in note 6(i)
a. Loans and advances to customers at amortized costs
In thousands of Leone 2020 2019
Loans and advances to customers at
amortized costs 259,863,413 162,975,770
259,863,413 162,975,770

b. Analysis by type of customer

In thousands of Leones

B Staff

B Individuals and other
private enterprises

2020 2019
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Notes to the financial statements (continued)
Loans and advances to customers (continued)

b. Analysis by type of customer (continued)

In thousands of Leone 2020 2019
Individuals and other private enterprises 280,691,878 178,725,878
Staff 16,171,068 9,267,268
Gross loans and advances 296,862,946 187,993,146
Less:
Interest on classified debts (2,281,952) (1,394,148)
ECL allowances for impairment (33,913,913) (23,102,540)
Fair value adjustment on staff loan (803,668) (520,688)
Net loans and advances 259,863,413 162,975,770
Analysis by sector
2020 2019
12,635,875
16,716,279
140,557,885 53,415,658
W Agriculture, forestry and fishing @ Africulture, forestry and fishing
B Manufacturing B Manufacturing
O Construction O Construction
OCommerce and finance O Commerce and finance
ITran§poﬂ, stirage and communication B Transport, storage and communication
B Service and others B Service and others
In thousands of Leones 2020 2019
Agriculture, forestry and fishing 21,825,709 25,947,028
Manufacturing 9,853,705 9,471,666
Construction 12,635,875 16,716,279
Commerce and finance 140,557,885 53,415,658
Transport, storage and communication 6,137,889 5,818,182
Service and others 105,851,883 76,624,333
296,862,946 187,993,146
Less:
Interest on classified debt (2,281,952) (1,394,148)
Allowance for impairment (33,913,913) (23,102,540)
Fair value adjustment on staff loan (803,668) (520,688)
Net loans and advances 259,863,413 162,975,770
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19.

Notes to the financial statements (continued)
Loans and advances to customers (continued)

d. Type of advance

In thousands of Leones

@ Loans
M Overdraft
2020 2019
In thousands of Leones 2020 2019
Loans 131,665,069 46,544,839
Overdrafts 165,197,877 141,448,307
296,862,946 187,993,146

Less:
Interest on classified debt (2,281,952) (1,394,148)
Allowances for impairment (33,913,913) (23,102,540)
Fair value adjustment on staff loan (803,668) (520,688)
Net loans and advances 259,863,413 162,975,770
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19.

Notes to the financial statements (continued)

f.

Loans and advances to customers (continued)

e. Loans and advances to customers at amortised cost

2020 2019
Retail Gross ECL Carrying Gross ECL Carrying
customers: amount allowance amount Amount Allowance amount
In thousands
of Leones
Personal loans 29,504,448 (1,377,615) 28,126,833 21,385,591 (3,955,720) 17,429,871
Staff loans 16,171,068 (233,828) 15,937,240 9,267,268  (1,992,666) 7,274,602
Corporate
Customer:
Interest on
Classified debt (2,281,952) - (1,394,148)
Short and long
term loan
lending 251,187,430 (32,302,470) 218,884,960 157,340,287 (17,154,154) 140,186,133
296,862,946 (33,913,913) 260,667,081 187,993,146 (23,102,540) 163,496,458
Deferred
Facility
Income - - - - - -
Fair value
Adjustment
on staff loan - - (803,668) - - (520,688)
296,862,946 (33,913,913) 259,863,413 187,993,146 (23,102,540) 162,975,770
Allowances for impairment
In thousands of Leones 2020 2019
Specific allowance for impairment
Balance at 1 January 17,310,919 44,685,933
Loan recoveries - (1,127,097)
Impairment losses for the year:
Provision for loan impairment - -
Charge for the year 12,193,325 625,823
Others/(write-offs) - (25,479,592)
Interest on classified debt (2,281,952) (1,394,148)
Balance at 31 December 27,222,292 17,310,919
General allowances for impairment
Balance at 1 January 5,791,621 4,891,621
Impairment losses for the year:
Charge/(reversal) for the year 900,000 900,000
Balance at 31 December 6,691,621 5,791,621
Grand total 33,913,913 23,102,540
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Notes to the financial statements (continued)
19. Loans and advances to customers (continued)

g. Allowances for impairment
In thousands of Leones 2020 2019

Movement in allowance for impairment

Balance at 1 January 23,102,540 49,577,554
Impairment losses for the year:

Provision for loan impairment - -
Others/(write-offs) - (25,479,592)

Loan recoveries - (1,127,097)
Interest on classified debts (2,281,952) (1,394,148)
Charge/(reversal) for the year 13,093,325 1,525,823
Balance at 31 December 33,913,913 23,102,540

20. Investment securities
See accounting policy in note 6(j)

2020 2019
Held at amortised cost 1,129,207,261 738,096,334
Measured at FVOCI 800,000 800,000
Investment Securities 1,130,007,261 738,896,334
2020 2019
a. Measured at amortised cost
Held to maturity investment securities 1,129,207,261 738,096,334
Other eligible bills (treasury bearer bonds)
For sale assets recognised in equity - -
Measured at amortised cost 1,129,207,261 738,096,334
Held to collect cash /
(Held to maturity investment securities)
In thousands of Leones 2020 2019
Government treasury bills 1,129,207,261 738,096,334
Impairment allowance - -
Investment securities 1,129,207,261 738,096,334

For the purpose of the cash flows statements investment securities with a maturity period greater than
three months from the reporting date have been treated as part of investing activities, whilst investment
securities with maturity period of three months or less from the reporting date have been treated as cash
and cash equivalents in the statement of cash flows.

Treasury bills are debt securities issued by the Government of Sierra Leone through the Bank of Sierra
Leone for a term of three months, six months or one year. All bills are subject to variable interest rate risk.
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20.

21.

Notes to the financial statements (continued)

Investment securities
2020 2019
b. Ordinary shares
Measured at FVOCI / measured at cost
First Discount House Limited 450,000 450,000
Capital Discount house 350,000 350,000
800,000 800,000

At 1January 2020 the bank designated certain investment shown in table (b) above as equity investment
securities at FVOCI. In 2019 these investments were classified as available —for-sale and measured at
cost. FVOCI were made because the investments are expected to be held for the long term or for strategic
purposes.

Grand total 1,130,007,261 738,896,334

Due from other banks

2020 2019
Placement with other banks 129,262,499 11,250,000
ECL allowance (78,981) (33,232)
Total 129,183,518 11,216,768

This balance includes balance with bank outside Sierra Leone in United States Dollars with a maturity
greater than 3 months.
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23.

24,

25.

Notes to the financial statements (continued)

Other assets

In thousands of Leones 2020 2019
Bills receivable 2,277 2,326
Other receivable and prepayments 41,757,207 26,581,484
Accrued receivables 12,987,410 10,926,196
54,746,894 37,510,006
Deposits from banks
In thousands of Leones 2020 2019
Other deposits from banks - -
Deposits from customers
See accounting policy in note 6(m)
Deposits from customers
In thousands of Leones
E 2020
W 2019
Current Savings Time Customers
accounts accounts deposits foreign
currency
Deposits from customers
In thousands of Leones 2020 2019
Customers:
Current accounts 404,581,943 233,727,568
Savings accounts 623,582,638 455,416,338
Time deposits - 19,967,119
Customer’s foreign currency funds 445,264,847 258,291,494
Total deposits 1,473,429,428 967,402,519

At 31 December 2020 nil (2019: Le 19.97 billion) of deposits from customers are expected to be settled

more than 12 months after the reporting date.
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26.

27.

Notes to the financial statements (continued)

Other liabilities

In thousands of Leones 2020 2019
Sundry creditors 117,817,015 61,605,135
Accrued interest 2,349,258 1,969,725
Unpaid dividend 2,729,141 2,729,141
Defined benefit plan 53,107,724 39,333,506
176,003,138 105,637,507
Defined benefit obligation
See accounting policy in note 6(p)
In thousands of Leones 2020 2019
Present value of unfunded obligation 53,107,724 39,333,506
Present value of funded obligation - -
Total present value of obligation 53,107,724 39,333,506
Fair value of plan assets
Present value of net obligation
Unrecognised actuarial losses
Recognised liability for defined
benefit obligation 53,107,724 39,333,506
2020 2019
Plan assets consist of the following:
Equity securities - -
Government bonds - -
Property occupied by the Bank - -
Bank’s own ordinary shares - -
Liability for defined benefit obligation 53,107,724 39,333,506
Movement in the present value of defined benefit obligation
Liability at beginning of the period 39,333,506 39,987,513
Actuarial (gain)/loss 1,359,028 (7,419,367)
Benefit paid by the plan (729,032) (3,663,814)
Current service cost 1,907,809 2,382,860
Interest cost 10,225,292 9,057,435
Past service cost - -
52,096,603 40,344,627
Provident Fund Contribution/(recovered)* 1,011,121 (1,011,121)
Liability for defined benefit obligation 53,107,724 39,333,506

*This represents the contributions made to provident fund by the bank on behalf the bank staff prior to
2008. These amounts are deducted from the employees’ end of benefits upon their exit from the Bank.

Key valuation assumptions
Summary of economic assumption
Basis item

Discount rate

Salary inflation

Nominal Inflation gap
Effective salary inflation gap

31 December

2020

15%
13%
2%
1.77%

31 December

2019

25%
20%
5%
417%
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27.

28.

Notes to the financial statements (continued)
Defined benefit obligation (continued)

The above assumptions depict the experience of the actuary of the likely future experience of the Bank.
Discount rate

Based on the actuary, Sierra Leone does not have a deep and liquid market in corporate bonds so
government bond yields should apply, and furthermore it does not seem there are treasury bonds with
duration longer than 1 year. Therefore, we noted that government bonds with one year duration have had
yields of 9.95% per annum as published on 26 November 2020 by the Bank of Sierra Leone.
http://www.bsl.qov.sl/Treasury_Bills.html. Considering the rate of inflation, using this Yield to Maturity
(YTM) of 1 year government bond could result in negative real rate of return which is not consistent with
the long-term economic variables in the country. Consequently, we have applied the current Monetary
Policy Rate (MPR) of 15% as published by the Bank of Sierra Leone on the aforementioned date.
http://www.bsl.gov.sl/index.html.

Salary inflation

The best estimate of inflation assumption is calculated as the difference between the nominal and real
yield curves at the point corresponding to the duration of the liability including an adjustment for risk
premium, as applicable.

However, the information relating to yield curves is not available. Consequently, we have used inflation
rate of 12% consistent with 11.71% as published by the Bank of Sierra Leone and Statistics Sierra Lone
as at 31 October 2020 on http://www.bsl.gov.sl.

We therefore assumed that the long term salary inflation rate to be Inflation rate plus 1%.

Demographic assumption

Ideally, these assumptions should be based on actual scheme experience but, in practice, most schemes
are too small for the data to be credible in assumption determination. Therefore, general population
statistics is often used, combined with judgement and knowledge about assumptions used by other
organisations in the same community where experience is expected to be similar

Retiring age

It has been assumed that all staff members retire at age 60. No allowance has been made for early
retirement either due to ill health or at the option of the member. Experience should be monitored to
ensure that the assumptions remain appropriate.

Any member above the retirement age is assumed to be retiring immediately after the valuation date.

Mortality rates
Mortality has been allowed for in this valuation. As in the previous valuation mortality has been assumed
to follow the mortality rates according to the A67-70 table.

A67-70 table was based on experience collected from UK insurance companies between 1967 and 1970
and is often used for valuations of benefits of this nature for the population in Sierra Leone. Given the
small number of members in this scheme, deriving company specific mortality assumptions is not
practical. However, experience should be monitored to ensure that the assumption remains appropriate.

Share capital
See accounting policy in note 6(q)

In thousands of Leones 2020 2019

No. of shares Proceeds No. of shares Proceeds
Authorised share capital In thousands Le’000 In thousands Le’000
Ordinary shares of Le1.00 each
Balance at 1 January 100,000,000 100,000,000 60,000,000 60,000,000
Addition - - 40,000,000 40,000,000
Balance at 31 December 100,000,000 100,000,000 100,000,000 100,000,000

At a Board meeting held on 20 December 2019 it was resolved that the Authorized Shares Capital of
Le60,000,000,000 made up of 60,000,000,000 ordinary shares of Le1 each be increased to
100,000,000,000, ordinary shares Le1 each by the creation of 40,000,000,000 ordinary share of Le1
each. This action which is normally an action for the company in a General Meeting has been ratified by
the shareholders at a Annual General meeting held on the 16 October 2020.
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Notes to the financial statements (continued)

Issued share capital
Ordinary shares of Le 1 each
Balance at 1 January 76,237,738 76,237,738 38,118,869 38,118,869

Addition during the year - - 38,118,869 38,118,869
Balance at 31 December 76,237,738 76,237,738 76,237,738 76,237,738

At the Board meeting held on 20 December 2019, the Board approved a bonus share issue of one new
fully paid ordinary share for every share held by shareholders whose names are on the register of
shares as at 20 December 2019, to be funded by the share premium account.

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

In thousands of Leones 2020 2019
No. of shares No. of shares
Inthousands % In thousands %
Government of Sierra Leone 49,554,530 65 49,554,530 65
Other corporate and private
Individuals 26,683,208 35 26,683,208 35
76,237,738 100 76,237,738 100

All ordinary shares rank equally with regards to the Bank’s residual assets. 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
General Meetings of the Bank.

Share premium
See accounting policy in note 6(q)

In thousands of Leone 2020 2019
Balance as at 1 January 10,972,040 49,090,909
Transferred to share capital - (38,118,869)
Balance at 1 January and 31 December 10,972,040 10,972,040

Reserves and retained earnings

In thousands of Leones 2020 2019
Capital reserve 30 (a) 17,556,582 17,556,582
Statutory reserves 30(b) 79,533,817 65,135,472
Other reserves 30(d) (ii) 5,512,510 6,531,781

Statutory loan loss reserves 30(d) (i) = -

Total reserve as at 31 December 102,602,909 89,223,835

(a) Statutory reserves
In accordance with Section 30 of the 2019 Banking Act of Sierra Leone the Bank is to maintain a
statutory reserve account into which transfers from the net profit of the Bank’s should be made. A
transfer of Le14.40 was made in 2020 (2019: Le15.77 billion) as the Bank’s reserve funds is more
than fifty percent but less than one hundred percent of its paid-up capital fund, an amount which shall
not be less than 25% of its current year profit after tax.

(b) Capital reserves
The capital reserves represent surpluses arising from the revaluation of the freehold buildings of the

Bank.
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(©)

(d)
(

(ii

(e)

In thousands of Leones 2020 2019
Balance at 1 January 65,135,472 49,374,006
Transfer from net profits 14,398,345 15,761,466
Balance at 31 December 79,533,817 65,135,472
Fair value reserve

In thousands of Leones 2020 2019

Treasury bills provision

Balance at 31 December

This reserve relates to gain or loss on an available-for-sale financial asset recognised directly in
equity, until the financial asset is de-recognised, at which time, the cumulative gain or loss previously

recognised in equity is recognised in the statement of comprehensive income.

Other reserves
i) Statutory loan loss reserve
In thousands of Leones

Balance 1 January
Transfer (to)/from retained earnings Note (30(e)

2020

2019

The statutory loan loss reserves is the excess of impairment losses computed under the
prudential guidelines over the impairment losses computed under International Financial

Reporting Standards, appropriated from retained earnings.

) Others

In thousands of Leones 2020 2019

At 1 January 6,531,781 1,338,224

Actuarial gain/(loss) (1,359,028) 7,419,367

Taxation thereof 339,757 (2,225,810)

At 31 December 5,512,510 6,531,781

Movements in retained earnings were as follows:

In thousands of Leones 2020 2019

At 1 January 966,814 (46,317,585)

Net profit for the year 57,593,377 63,045,865
16,728,280

58,560,191

Dividends - -

Transfer to statutory reserves (14,398,345) (15,761,466)

At 31 December 44,161,846 966,814
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31. Contingencies and commitments

The Bank entered into various commitments in the normal course of banking business, which are
not reflected in the statement of financial position.

In thousands of Leones 2019
Customs and other guarantees 11,667,919
Letters of credits -

15,021,641 11,667,919

32. Capital commitment

Commitment for share capital requirement at 31 December 2020 amounted to Le9 billion (2019: Le9
billion).

33. Related party disclosures

Related parties transactions

A number of banking transactions are entered into with related parties in the normal course of business.
These include loans, deposits and foreign currency transactions. The volume of related party
transactions, outstanding balances at the end of the year and related expense and income for the year
are as follows:

In thousands of Leones 2020

Loans and overdrafts to Management and Directors

Outstanding at 1 January 1,679,886
New loans given 3,938,785
Repaid during the year (3,043,099)

2,575,572

Director Remuneration

Executive directors remuneration 4,745,743
Non-executive directors fees 1,231,715
5,977,458

The Bank operates a profit-sharing scheme for its employees.

34. Subsequent events

Subsequent to the year ended 31 December 2020, the Bank revalued its assets, however, the
revaluation report is in draft form and it is yet to be approved by the board of directors. This is considered
as a non-adjusting post balance sheet event.

35. Financial Risk Review and management

2019

1,123,560

2,220,000
(1,663,674)

1,679,886

4,508,456
630,575

5,139,031

This note presents information about the Bank’s exposure to financial risks and the Bank’s management
of capital.
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Notes to the financial statements (continued)
Financial Risk Review and Management (continued)

Risk management framework

The Board of Directors have overall responsibility for the establishment and oversight of the Bank’s Risk
management framework.

The Board of Directors 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 for considering the implications of changes proposed to regulations and legislation that are
material to the Bank’s risk appetite and management of risk.

The Board is assisted in these functions by the Head of Internal Audit. The Head of Compliance
undertakes both regular and ad-hoc review of risk management controls and procedures, the results of
which are reported to the Board.

The Audit Committee is responsible for monitoring the Bank’s compliance with financial accounting
policies and pronouncements, keeping under review the appropriateness of the accounting policies and
internal controls systems, considering the external auditor’s report and also reviewing the resources,
scope, authority and operations of the Bank’s audit function. The Audit Committee is assisted in these
functions by the Head of Internal 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 Audit Committee.

a Credit risk: Page
| Credit quality analysis 64
ii. Collateral held and other credit enhancements, and their financial effect 67
i Concentrations of credit risk 69
iv. Amount arising from ECL 70
b Liquidity risk 75
o] Market risk 80
d Operational risk 87
e Settlement risk 87
f Capital management 87

(a) Creditrisk

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).

Management of credit risk
The Board of Directors, is responsible for oversight of the Bank’s credit risk, including:

e Formulating credit policies covering collateral requirements, credit assessment, risk
grading and reporting, documentary and legal procedures, and compliance with
regulatory and statutory requirements.

e Establishing the authorisation structure for the approval and renewal of credit facilities.
All facilities require the prior approval of the Bank’s Executive Committee. Larger
facilities require approval by the Board of Director as appropriate.

e Reviewing and assessing credit risk. The Bank’s Executive Committee assesses all credit
exposures, prior to facilities being committed to customers. Renewals and reviews of
facilities are subject to the same review process.

e Limiting concentrations of exposure to counterparties and industries (for loans and

advances).
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35. Financial Risk Review and Management (continued)
Credit risk (continued)

(a)

(M)

e Developing and maintaining the Bank’s risk gradings 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 Committee.

Reviewing compliance with agreed exposure limits, including those for selected industries, and
product types. Regular reports are provided to the Critised Assets 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 of Directors.

Developing and maintaining the Bank’s process for measuring ECL this includes process for:
internal approval, regular validation and back-testing of the module used.

Determining and monitoring significant increase in credit risk and incorporating forward looking
information

Reviewing compliance of business units agreed with exposures limits including those for
selected industries, country risk and product types. Regular reports on the credit quality of local
portfolios are provided to The Bank’s Credit Committee, which may require appropriate
corrective action to be taken. These include reports containing estimates of ECL allowances.

Providing advice, guidance and specialist skills to business units to promote best practice
throughout the Bank in the management of credit risk.

Credit quality analysis

The tables below set out information about the credit quality of financial assets measured at
amortised cost, FVOCI equity investment (2019) and available for sale equity investment (2018)

Unless specifically indicated for financial assets, the amounts in the table represents gross
carrying amount.
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Notes to the financial statements (continued)
35. Financial Risk Review and Management (continued)
(a) Creditrisk (continued)

(i)  Collateral held and other credit enhancements, and their financial effect

The Bank holds collateral and other credit enhancements against certain of its credit exposures.
The table below sets out the principal types of collateral held against different types of financial

assets.
Type of credit exposure Principal type
of collateral
held for secured
lending
Loans and advances to retail customers
Mortgage lending Residential property
Personal loans None
Loans and advances to corporate customers
Financial leases Property and equipment
Other lending to corporate customers Commercial property,
floating charges over
corporate assets
Investment debt securities None

The Bank typically does not hold collateral against investment securities.

Residential mortgage lending

The tables below stratify credit exposures from mortgage loans and advances to retail customers
by ranges of loan-to-value (LTV) ratio. LTV is calculated as the ratio of the gross amount of the
loan — or the amount committed for loan commitments — to the value of the collateral. The gross
amounts exclude any impairment allowance. The valuation of the collateral excludes any
adjustments for obtaining and selling the collateral. The value of the collateral for residential
mortgage loans is based on the collateral value at origination updated based on changes in house
price indices.

Loans secured against property

2020 2019
Loans to value (LTV) ratio
Less than 50% 164,957,869 43,630,172
51% to 70% 37,334,146 18,232,695
71% to 90% 44,084,252 29,226,049
91% to 100% 12,069,305 8,364,689
More than 100% 38,417,374 88,539,541
Total 296,862,946 187,993,146
Credit impaired loans

2020 2019
Less than 50% 3,767,889 595,815
51-70 % 454,850 -
More than 70% 128,413 206,660
Total 4,351,152 802,475

Loans and advances to customers

The general creditworthiness of a corporate customer tends to be the most relevant indicator of
credit quality of a loan extended to it. However, collateral provides additional security and the bank
generally requests that borrowers provide it. The Bank may take collateral in the form of a first charge
over real estate, floating charges over all corporate assets and other liens and guarantees.
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Notes to the financial statements (continued)

(a)

Financial Risk Review and Management (continued)

Credit risk (continued)

Because of the Bank’s focus on corporate customers’ creditworthiness, the Bank does not
routinely update the valuation of collateral held against all loans to corporate customers.
Valuation of collateral is updated when the loan is put on a watch list and the loan is monitored,
more closely. For credit impaired Loans the bank obtains appraisal of collateral because it
provides input into determining management credit risk actions.

Other types of collateral and credit enhancements

The Bank also holds other types of collateral and credit enhancements such as second charges
and floating charges for which specific values are not generally available.

Assets obtained by taking possession of collateral
Details of financial and non-financial assets obtained by the Bank during the year by taking
possession of collateral held as security against loans and advances as well as calls made on

credit enhancements and held at the year-end are shown below:

Loans and advances to customers

In thousands of Leones 2020 2019
Property 298,528,479 324,264,288
Other 7,859,244 9,233,288
Total 306,387,723 333,497,576

The Bank’s policy is to pursue timely realisation of the collateral in an orderly manner. The bank
does not generally use the non-cash collateral for its own operations.
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Notes to the financial statements (continued)
35. Financial Risk Review and Management (continued)

(a) Credit risk (continued)

(iv). Amounts arising from Expected Credit Loss (ECL) - Inputs, assumptions and techniques
used for estimating impairment

Significant increase in credit risk

When determining whether the risk of default on a financial instrument has increased
significantly since initial recognition, the Bank considers reasonable and supportable
information that is relevant and available without undue cost or effort. This includes both
quantitative and qualitative information and analysis, based on the bank historical experience
and expert credit assessment and including forward-looking information.

The objective of the assessment is to identify whether a significant increase in credit risk has
occurred for an exposure by comparing:

- The remaining lifetime probability of default (PD) as at the reporting date; with

- The remaining lifetime PD at the point in time that was estimated at the time of initial
recognition of the exposure (adjusted where for changes in prepayment expectations).

The Bank uses three criteria for determining whether there has been a significant increase in
credit risk:
- quantative test based on movement in PD

- qualitative indicators; and
- abackstop of 30 days past due
Credit Risk grades

The Bank allocates each exposure to a credit risk grade based on a variety of data that is
determined to be predictive of the risk of default and applying experienced credit judgement.
Credit risk grades are defined using qualitative and quantitative factors that are indicative of
risk of default. These factors vary depending on the nature of the exposure and the type of
borrower.

Credit risk grades are defined and calibrated such that the risk of default occurring increases
exponentially as the credit risk deteriorates so, for example, the difference in risk of default
between credit risk grades 1 and 2 is smaller than the difference between credit risk grades 2
and 3.

Each exposure is allocated to a credit risk grade on initial recognition based on available
information about the borrower. Exposures are subject to ongoing monitoring, which may result
in an exposure being moved to a different credit risk grade. The monitoring typically involves
use of the following data.
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35. Financial Risk Review and Management (continued)
(a) Credit risk (continued)

Corporate exposures Retail Exposure All Exposures

- Information obtained during periodic - Internally collected data on - Payment record —
review of customers files — e.g. audited  customer behavior —eg. this includes
financial statements, management Utilization of credit card facilities overdue status as
accounts, budgets and projections. well as a range of
Examples of areas of particular focus - Affordability metrics variables about

are: gross profit margins, financial
leverage ratios, debt service coverage,

- External data from credit UL

reference agencies, including

compliance with cgvenant quality of industry-standard credit - Utlllsatlor_1 o_f the
management, senior management scores granted limit
changes - Requests for and
] ] granting of
- Data from credit reference agencies, forbearance
press articles, changes in external credi _
. - Existing and forecast
ratings

- Actual and expected change's Ll
significant changes in the Financialand
political, regulatory and economic conditions
technological environment
of the borrower or in its
business activities

Generating the term structure of PD

Credit risk grades are a primary input into the determination of the term structure of PD for exposures.
The Bank collects performance and default information about its credit risk exposures analysed by type
of product and borrower as well as by credit risk grading.

The Bank employs statistical models to analyse the data collected and generate estimates of the
remaining lifetime PD of exposures and how these are expected to change as a result of the passage
of time.

Determining whether credit risk has increased significantly
Significant increase in credit risk.

The criteria for determining whether credit risk has increased significantly vary by portfolio and include
quantitative changes in PDs and qualitative factors, including a backstop based on delinquency. The
credit risk of a particular exposure is deemed to have increased significantly since initial recognition if,
based on the Bank’s quantitative modelling, the remaining lifetime PD is determined to have increased
by more than a predetermined percentage/range. Using its expert credit judgement and, where possible,
relevant historical experience, the Bank may determine that an exposure has undergone a significant
increase in credit risk based on particular qualitative indicators that it considers are indicative of such
and whose effect may not otherwise be fully reflected in its quantitative analysis on a timely basis. As a
backstop, the Bank considers that a significant increase in credit risk occurs no later than when an asset
is more than 30 days past due. Days past due are determined by counting the number of days since the
earliest elapsed due date in respect of which full payment has not been received. Due dates are
determined without considering any grace period that might be available to the borrower. If there is
evidence that there is no longer a significant increase in credit risk relative to initial recognition, then the
loss allowance on an instrument returns to being measured as 12-month ECL. Some qualitative
indicators of an increase in credit risk, such as delinquency or forbearance, may be indicative of an
increased risk of default that persists after the indicator itself has ceased to exist. In these cases, the
Bank determines a probation period during which the financial asset is required to demonstrate good
behavior to provide evidence that its credit risk has declined sufficiently. When contractual terms of a
loan have been modified, evidence that the criteria for recognising lifetime ECL are no longer met
includes a history of up-to-date payment performance against the modified contractual terms.
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(a) Credit risk (continued)

Generally, facilities with loss allowances being measured as Life-time ECL not credit impaired (Stage
2) are monitored for a probationary period of 90 days to confirm if the credit risk has decreased
sufficiently before they can be migrated from Lifetime ECL not credit impaired (Stage 2) to 12-month
ECL (Stage 1) while credit-impaired facilities (Stage 3) are monitored for a probationary period of 180
days before migration from Stage 3 to 12-month ECL (Stage 1). The decrease in risk of default is
reflected in the obligor's Risk Rating which is a critical input for Staging. The Bank monitors the
effectiveness of the criteria used to identify significant increases in credit risk by regular reviews to
confirm that the criteria are capable of identifying significant increases in credit risk before an
exposure is in default; the criteria do not align with the point in time when an asset becomes 30 days
past due; and there is no unwarranted volatility in loss allowance from transfers between 12-month
PD (stage 1) and lifetime PD

Modified financial assets

The contractual terms of a loan may be modified for a number of reasons, including changing market
conditions, customer retention and other factors not related to a current or potential credit
deterioration of the customer. An existing loan whose terms have been modified may be
derecognised and the renegotiated loan recognised as a new loan at fair value in accordance with
the accounting policy set out in the accounting policy. When the terms of a financial asset are modified
and the modification does not result in derecognition, the determination of whether the asset’s credit
risk has increased significantly reflects comparison of: its remaining lifetime PD at the reporting date
based on the modified terms; with the remaining lifetime PD estimated based on data at initial
recognition and the original contractual terms.

The bank renegotiates loans to customers in financial difficulties (referred to as ‘forbearance
activities) to maximise collection opportunities and minimise the risk of default. Under the Bank’s
forbearance policy, loan forbearance is granted on a selective basis if the debtor is currently in default
on its debt or if there is a high risk of default, there is evidence that the debtor made all reasonable
efforts to pay under the original contractual terms and the debtor is expected to be able to meet the
revised terms. The revised terms usually include extending the maturity, changing the timing of
interest payments and amending the terms of loan covenants. Both retail and corporate loans are
subject to the forbearance policy. The Bank Audit Committee regularly reviews reports on
forbearance activities. For financial assets modified as part of the Bank’s forbearance policy, the
estimate of PD reflects whether the modification has improved or restored the Bank’s ability to collect
interest and principal and the Bank’s previous experience of similar forbearance action. As part of
this process, the Bank evaluates the borrower's payment performance against the modified
contractual terms and considers various behavioural indicators. Generally, forbearance is a
qualitative indicator of a significant increase in credit risk and an expectation of forbearance may
constitute evidence that an exposure is credit-impaired/in default. A customer needs to demonstrate
consistently good payment behaviour over a period of time before the exposure is no longer
considered to be credit-impaired/in default or the PD is considered to have decreased such that the
loss allowance reverts to being measured at an amount equal to 12month ECL.

Definition of default
The Bank considers a financial asset to be in default when:

s the borrower is unlikely to pay its credit obligations to the Bank in full, without recourse by the
Bank to actions such as realising security (if any is held);

s the borrower is more than 90 days past due on any material credit obligation to the Bank.
Overdrafts are considered as being past due once the customer has breached an advised limit
or been advised of a limit smaller than the current amount outstanding; or

s it is becoming probable that the borrower will restructure the asset as a result of bankruptcy
due to the borrower's inability to pay its credit obligations.

In assessing whether a borrower is in default, The Bank considers indicator that are:
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(a)

Credit risk (continued)

- Qualitative : e.g. Breaches of covenant;

- Quantitative :  e.g. overdue status and non-payment on another obligation of the
same issuer to the Bank

- Based on data developed internally and obtained from external sources.

Inputs into the assessment of whether a financial instrument is in default and their significance
may vary overtime to reflect changes in circumstances.

The definition of default largely aligns with that applied by the Bank for regulatory capital purposes.
Incorporation of forward — looking information

The Bank incorporates forward —looking information into both the assessment of whether the credit
risk of an instrument has increased significantly since its initial recognition and the measurement

of ECL.

The Bank formulates three economic scenarios a base case, which is the median scenario
assigned a 50% probability of occurring, and two less likely scenarios, one upside and one
downside, each assigned a 20% probability of occurring. The base case is aligned with information
used by the Bank for other purposes such as strategic planning and budgeting. External
information considered includes economic data and forecasts published by governmental bodies
and monetary authorities in the countries where the Bank operates, supranational organisations
such as the OECD and the internal Monetary Fund, and selected private —sector and academic
forecasters.

Periodically, the Bank carries out stress testing of more extreme shocks to calibrate its
determination the upside and downside representative scenarios. A comprehensive review is
performed at least annually on the design of the scenarios by a Bank expert that advises the
Bank’s senior management.

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

The key drivers for credit risk for wholesale portfolios are: GDP growth, unemployment rate and
interest rates. For exposures to specific industries and /or regions, the key drivers also include
relevant commodity and/or real estate prices.

The economic scenarios used as at 31 December 2020 included the following key indicators
for Sierra Leone for the years ended 31 December 2020 and 31 December 2019

2020 2019

GDP growth Base -3% Base 5%
Upside 3% Upside 5%

Downside -4% Downside 2%

Inflation Base 15.7% Base 14%
Upside 12.7% Upside 6%

Downside 17% Downside 19%

Monetary Base 14% -
Policy rate Upside 105 -
Downside 12% -
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Measurement of ECL
The key inputs into the measurement of ECL are the term structure of the following variables:

s probability of default (PD);
- loss given default (LGD); and
- exposure at default (EAD).

ECL for exposures in Stage 1 is calculated by multiplying the 12-month PD by LGD and EAD. Lifetime
ECL is calculated by multiplying the lifetime PD by LGD and EAD.

The methodology of estimating PDs is discussed above under the heading 'Generating the term
structure of PD.

LGD is the magnitude of the likely loss if there is a default. The Bank estimates LGD parameters
based on the history of recovery rates of claims against defaulted counterparties. The LGD models
consider the structure, collateral, seniority of the claim, counterparty industry and recovery costs of
any collateral that is integral to the financial asset. For loans secured by retail property,

LTV ratios are a key parameter in determining LGD. LGD estimates are recalibrated for different
economic scenarios and, for real estate lending, to reflect possible changes in property prices. They
are calculated on a discounted cash flow basis using the effective interest rate as the discounting
factor.

EAD represents the expected exposure in the event of a default. The Bank derives the EAD from the
current exposure to the counterparty and potential changes to the current amount allowed under the
contract and arising from amortisation. The EAD of a financial asset is its gross carrying amount at
the time of default. For lending commitments, the EADs are potential future amounts that may be
drawn under the contract, which are estimated based on historical observations and forward-looking
forecasts. For financial guarantees, the EAD represents the amount of the guaranteed exposure
when the financial guarantee becomes payable. For some financial assets, EAD is determined by
modelling the range of possible exposure outcomes at various points in time using scenario and
statistical techniques.

As described above, and subject to using a maximum of a 12-month PD for Stage 1 financial assets,
the Bank measures ECL considering the risk of default over the maximum contractual period
(including any borrower's extension options) over which it is exposed to credit risk, even if, for credit
risk management purposes, the Bank considers a longer period. The maximum contractual period
extends to the date at which the Bank has the right to require repayment of an advance or terminate
a loan commitment or guarantee.

Where modelling of a parameter is carried out on a collective basis, the financial instruments
are grouped on the basis of shared risk characteristics that include:

- instrument type;

- credit risk gradings;

- collateral type;

- LTV ratio for retail mortgages;

- date of initial recognition;

- remaining term to maturity;

- industry; and

- geographic location of the borrower.

The groupings are subject to regular review to ensure that exposures within a particular group remain
appropriately homogeneous.
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Credit risk (continued)
Loans with renegotiated terms

Loans with renegotiated terms are defined as loans that have been restricted due to a detioration
in the borrower’s financial position, for which the Bank has made concessions by agreeing to terms
and conditions that are more favourable for the borrower than the Bank had provided initially and
that it would not otherwise consider. A Loan continues to be presented as part of loans with
renegotiated terms until maturity, early repayment or write — off.

Loans and investment debt securities that were due but not impaired

Loans and investment debt securities were past due but not impaired are those for which
contractual interest or principal payments were past due but the Company believed that
impairment was not appropriate on the basis of the level of security or collateral available and/ or
the stage of collection of amounts owed to the Bank. The amounts disclosed excluded measured
at FVTPL.

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 asset.

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 cash flows 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 the Central Bank, 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.
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(b) Liquidity(continued)
Exposure to liquidity risk

The key measure used by the bank for managing liquidity risk is the ratio of net liquid assets to
deposits from customers. For this purpose, ‘net liquid assets’ includes cash and cash equivalents
and investment-grade debt securities for which there is an active and liquid market less any
deposits from banks, debt securities issued, other borrowings and commitments maturing within
the next month. Details of the reported bank ratio of net liquid assets to deposits from customers
at the reporting date and during the reporting period were as follows:

2020 2019
% %

At 31 December
Average for the period 63 62
Maximum for the period 109 103
Minimum for the period 16 21
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Notes to the financial statements (continued)

Financial Risk Review and Management (continued)

Maturity analysis for financial assets and financial liabilities (continued)

The amounts in the table above have been compiled as follows:

Type of financial instrument

Non-derivatives financial liabilities and
financial assets

Basis on which amounts are complied

Undiscounted cash flows, which include
financial assets estimated interest payment:

estimated interest payments

The bank’s expected cash flows on some financial assets and financial liabilities vary significantly from the
contractual cash flows. For example, demand deposits from customers are expected to remain stable or
increase and unrecognised loan commitments are not all expected to be drawn down immediately.

As part of the management of liquidity risk arising from financial liabilities, the Bank holds liquid assets
comprising cash and cash equivalents, and debt securities issued by sovereigns, which can be readily sold
to meet liquidity requirements. In addition, the bank maintains agreed lines of credit with other banks and
holds unencumbered assets eligible for use as collateral with central banks (these amounts are referred to

as the ‘bank’s liquidity reserves’).

The table below sets out the carrying amounts of non-derivative financial assets and financial liabilities
expected to be recovered or settled more than 12 months after the reporting date.

In thousands of Leones 2020 2019
Financial assets
Loans and advances to customers 259,863,413 162,975,770
Investment securities 1,130,007,260 738,896,334
Financial liabilities
Deposits from customers 1,473,429,427 967,402,519
The table below sets out the components of the Bank’s liquidity reserve
Liquidity reserve
In thousands of Leones
2020 2020 2019 2019
Carrying Fair Carrying Fair
Amount Value amount Value
Balances with the Central Bank 128,663,967 128,663,967 49,828,752 49,828,752
Cash and balances in hand 25,659,126 25,659,126 56,361,920 56,361,920
Cash and balances with other banks 94,691,701 94,691,701 144,144,067 144,144,067
Total liquidity reserve 249,014,794 249,014,794 250,334,739 250,334,739
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Financial Risk Review and Management (continued)

The table below set out the availability of the Bank’s financial assets to support future funding.

In thousands of Leones

Encumbered unencumbered
Pledged as Other Available as Other Total
Collateral Collateral

2020
Cash and cash
Equivalents - - 249,014,793
Loans and advances - - - - 259,863,413
Investment securities - - - - 1,130,007,261
Due from other banks - - - - 129,183,518
Other financial assets - - - - 12,987,410
Non-financial assets - 21,678,435 - - 21,678,435
Total assets - 21,678,435 - - 1,802,734,830
2019
Cash and cash
Equivalents - - - 250,334,739
Loans and advances - - - - 162,975,770
Investment securities 738,896,334
Due from other banks 11,216,768
Other financial assets - - - - 10,126,916
Non-financial assets - 13,549,137 - - 13,549,137
Total assets 13,549,137 - - 1,187,099,664

Financial assets pledged as collateral

The total financial assets that had been pledged as collateral for liabilities at 31 December 2020 is shown
in the preceding table. Financial assets are pledged as collateral as part of sales and repurchases,
securities borrowing and securitisation transactions under terms that are usual and customary for such

activities.

(c) 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 within acceptable
parameters, while optimizing the return on risk.

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 of Director. The ALCO is responsible for the

development of detailed risk management polices (subject to review and approval by the Board and
for the day-to-day review of their implementation).
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Exposure to market risks — 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.

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
cash flows 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 pre-approved limits for repricing
bands. The ALCO is the monitoring body for compliance with these limits.

The table below sets out the allocation of assets and liabilities subject to market risk between trading and non-
trading portfolios:

In thousands of Leones
Market risk measures

Note Carrying Trading Non- trading
Amount portfolios portfolios

31 December 2019
Assets subject to market risk
Cash and cash equivalents 18 249,014,793 249,014,793
Loans and advances to Customers 19 259,863,413 259,863,413
Investment securities 20 1,130,007,261 1,130,007,261
Due from other banks 21
Liabilities subject to market risk
Deposits 25 1,473,429,428 1,473,429,428
31 December 2018
Assets subject to market risk
Cash and cash equivalents 18 250,334,739 - 250,334,739
Loans and advances to Customers 19 162,975,770 - 162,975,770
Investment securities 20 738,896,334 - 738,896,334
Due from other banks 11,216,768 - 11,216,768
Liabilities subject to market risk
Deposits 25 967,402,519 - 967,402,519
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35. Financial Risk Review and Management (continued)

(c)

Market risks (continued)

The management of interest rate risk against interest rate gap limits is supplemented by monitoring
the sensitivity of the Bank’s financial assets and liabilities to various standard and non-standard
interest rate scenarios.

Standard scenarios that are considered on a monthly basis include a 2% basis point (bp) parallel fall
or rise in market interest rates.

Overall non-trading interest rate risk positions are managed by Global Markets, which uses investment
securities, advances to customer’s deposits and derivative instruments to manage the overall position
arising from the Bank’s non-trading activities.

Exposure to other market risk — non-trading portfolios

Credit spread risk not relating to changes in the obligor/issuer’s Credit Standing on debt securities
held by treasury and equity price risk is subject to regular monitoring by credit risk, but is not currently
significant in relation to the overall results and financial position of the Bank.

Sensitivity of projected net interest income (Interest rate sensitivity analysis)

200bp (2%) 200bp (2%)

Increase Decrease

In thousands of Leones 2020 2020
Interest income impact 4,208,245 (4,208,245)
Interest expense impact (190,190) 190,190
Net impact 4,018,055 (4,018,055)
In thousands of Leones 2019 2019
Interest income impact 3,480,808 (3,480,808)
Interest expense impact (164,759) 164,759
Net impact 3,316,049 (3,316,049)

The expected impact on net interest income have been based on a +/- two percent swing in interest
rates that may occur during the ensuing year. The computation considered interest income on cash
and short-term funds, investment securities and loans and advances; and interest expense all of which
are deemed susceptible to interest rate change.

Sensitivity of reported equity to interest rate movement

200 bp (2%) 200bp (2%)
Increase Decrease
In thousands of Leones
31 December 2020
Net (after tax) interest impact on retained earnings 2,812,638 (2,812,638)

31 December 2019
Net (after tax) interest impact on retained earnings

200 bp (2%)
Increase

2,321,234

200bp (2%)
Decrease

(2,321,234)
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Rokel Commercial Bank (Sierra Leone) Limited
Financial Statements
for the year ended 31 December 2020

Notes to the financial statements (continued)
35. Financial Risk Review and Management (continued)

(d) 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.

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 and Assurance Methodology Framework (ORAMF) in the
following areas:

e 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 Bank standards is supported by a programme of independent periodic reviews
undertaken by the Head of Compliance. The results of internal audit reviews are discussed with
the management of the Bank with summaries submitted to the senior management of the Bank.

(e) 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 counterparty to honour its obligation to
deliver cash securities or other assets as contractually agreed.

(f) Capital management
Regulatory capital
Thousands of Leones

@ Tier 1
B Tier 2

2020 2019
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35.

Notes to the financial statements (continued)
Financial Risk Review and Management (continued)

Bank of Sierra Leone sets and monitors capital requirements for banks as a whole.

In implementing the current capital requirements, Bank of Sierra Leone requires the Bank to maintain
a prescribed ratio of total capital to total risk-weighted assets.

The Bank’s regulatory capital is analysed into two tiers:

Tier 1 capital, which includes ordinary share capital, retained earnings and other regulatory

adjustments relating to items that are included in equity but are treated differently for
capital adequacy purposes;

Tier 2  capital, which includes qualifying subordinated liabilities, collective impairment allowances

and the element of the fair value reserve relating to unrealised gains on equity instruments
classified as available-for-sale, asset revaluation reserves and high bond (debt equity’s
capital instruments).

Various limits are applied to elements of the capital base. The amount of innovative Tier 1 securities
cannot exceed 15 percent of total Tier 1 capital; qualifying Tier 2 capital cannot exceed Tier 1 capital;
and qualifying term subordinated loan capital may not exceed 50 percent of Tier 1 capital. There
also are restrictions on the amount of collective impairment allowances that may be included as part
of Tier 2 capital. Other deductions from capital include the carrying amounts of investments in the
capital of Banks and certain other regulatory items.

(i)

(i)

1.

Regulatory capital

Banking operations are categorized as either trading book or non-trading book, and risk-weighted
assets are determined according to specified requirements that seek to reflect the varying levels
of risk attached to assets and exposures not recognised in the statement of financial position.

The Bank’s policy is to maintain a strong capital base so as to maintain investor, creditor and
market confidence and to sustain future development of the business.

The impact of the level of capital on shareholders’ return is also recognised and the Bank
recognises the need to maintain a balance between the higher returns that might be possible
with greater gearing and the advantages and security afforded by a sound capital position.

The Bank has not complied with all external imposed capital requirements throughout the year.
There have been no material changes in the Bank’s management of capital during the period.

Capital adequacy ratio
In accordance with Section 27 (4) of the Banking Act of Sierra Leone, the Bank is to maintain a
capital adequacy ratio measured as a percentage of the capital base of the Bank to its risk weighted

assets in line with regulations or directions, which the Central Bank may from time to time prescribe.

In thousands of Leones 2020 2019

Tier 1 capital

Issued capital 76,237,738 76,237,738
Retained profit and reserves 123,695,663 66,102,286
Share premium 10,972,040 10,972,040
210,905,441 153,312,064
Less equity instruments (800,000) (800,000)
210,105,441 152,512,064
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Notes to the financial statements (continued)
35. Financial Risk Review and Management (continued)

2 Tier 2 capital

Capital reserves (25%) 4,389,146 4,389,146
4,389,146 4,389,146
Total capital base 214,494,587 156,901,210
Risk weighted asset base
2020 2019
Weighted Weighted
Amount Weighting Amount Amount
%
Foreign cash and
Nostro balances 233,324,228 20 46,664,846 31,555,504
Due from other banks 129,183,518 20 25,836,704 2,250,000
Advances (non
cash guaranteed) 259,863,413 50 77,959,024 162,975,770
Other assets 54,746,894 100 54,746,894 37,510,006
Fixed assets 46,686,714 100 46,686,714 34,168,473
723,804,767 251,894,182 268,459,753
Off balance sheet accounts
2020 2019
Weighted Weighted
Amount Weighting Amount Amount
%
Performance bonds
acceptances (cash
securities) 15,021,640 50% 7,510,820 5,833,960
15,021,640 7,510,820 5,833,960
Total 259,405,002 274,293,713
Capital adequacy ratio 82.69% 57.20%
Core capital ratio 80.99% 55.60%

The Bank’s capital adequacy and core capital ratios are above the statutory minimum of 15% and
7.5% respectively as required by current prudential guidelines for commercial banks.

Capital allocation

Management uses regulatory capital ratios to monitor its capital base. The Banking Supervision
Document (BSD 5) is used for this purpose. The allocation of capital between specific operations and
activities is, to a large extent, driven by optimization of the return achieved on the capital allocated. The
amount of capital allocated to each operation or activity is based primarily on the regulatory capital, but
in some cases the regulatory requirements do not fully reflect the varying degree of risk associated with
different activities. In such cases, the capital requirements may be flexed to reflect differing risk profiles,
subject to the overall level of capital to support a particular operation or activity not falling below the
minimum required for regulatory purposes. The process of allocating capital to specific operations and
activities is undertaken independently of those responsible for the operation by Bank Risk and Bank
Credit, and is subject to review by the Bank Credit Committee or the Bank Asset and Liability Management

Committee (ALCO), as appropriate.
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36.

Notes to the financial statements (continued)
Financial Risk Review and Management (continued)

Althou

gh maximisation of the return on risk-adjusted capital is the principal basis used in determining

how capital is allocated within the Bank to particular operations or activities, it is not the sole basis
used for decision making. Account also is taken of synergies with other operations and activities, the
availability of management and other resources, and the fit of the activity with the Bank’s longer term
strategic objectives. The Bank’s policies in respect of capital management and allocation are

review!

ed regularly by the Board of Directors.

Fair value of financial instruments

See accounting policy in note 6(g)

The fa

ir values of financial assets and financial liabilities that are traded in active markets are based

on quoted market prices or dealer price quotations. For all other financial instruments, the Bank
determines fair values using other valuation techniques.

For fin

ancial instruments that trade infrequently and have little price transparency, fair value is less

objective, and requires varying degrees of judgement depending on liquidity, concentration,
uncertainty of market factors, pricing assumptions and other risks affecting the specific instrument.

(a) Valuation models

The Bank measures fair values using the following fair value hierarchy, which reflects the
significance of the inputs used in making the measurements.

* Level 1: inputs that are quoted market prices (unadjusted) in active markets for identical

instruments.

* Level 2: inputs other than quoted prices included within Level 1 that are observable either

directly (i.e. as prices) or indirectly (i.e. derived from prices). This category includes
instruments valued using: quoted market prices in active markets for similar
instruments; quoted prices for identical or similar instruments in markets that are
considered less than active; or other valuation techniques in which all significant
inputs are directly or indirectly observable from market data.

Level 3: inputs that are unobservable. This category includes all instruments for which the
valuation technique includes inputs not based on observable data and the
unobservable inputs have a significant effect on the instrument’'s valuation. This
category includes instruments that are valued based on quoted prices for similar
instruments for which significant unobservable adjustments or assumptions are
required to reflect differences between the instruments.

Valuation techniques include net present value and discounted cash flow models, comparison
with similar instruments for which market observable prices exist Black-Scholes and polynomial
option pricing models and other valuation models. Assumptions and inputs used in valuation
techniques include risk-free and benchmark interest rates, credit spreads and other premia used
in estimating discount rates, bond and equity prices, foreign currency exchange rates, equity
and equity index prices and expected price volatilities and correlations.

The objective of valuation techniques is to arrive at a fair value measurement that reflects the
price that would be received to sell the asset or paid to transfer the liability in an orderly
transaction between market participants at the measurement date.

The Bank uses widely recognised valuation models for determining the fair value of common

and more simple financial instruments, such as interest rate and currency swaps that use only
observable market data and require little management judgement and estimation.
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Notes to the financial statements (continued)
36. Fair value of financial instruments (continued)

Observable prices or model inputs are usually available in the market for listed debt and equity
securities, exchange-traded derivatives and simple over-the-counter derivatives such as
interest rate swaps. Availability of observable market prices and model inputs reduces the need
for management judgement and estimation and also reduces the uncertainty associated with
determining fair values. Availability of observable market prices and inputs varies depending on
the products and markets and is prone to changes based on specific events and general
conditions in the financial markets.

(b) Valuation framework

The Bank has an established control framework with respect to the measurement of fair values.
This framework includes a product control function, which is independent of front office
management and reports to the Director of Finance, and which has overall responsibility for
independently verifying the results of trading and investment operations and all significant fair
value measurements. Specific controls include:

» verification of observable pricing;
re-performance of model valuations
a review and approval process for new models and changes to models involving both
Product Control and Bank Market Risk;

e quarterly calibration and back-testing of models against observed market transactions;

e analysis and investigation of significant daily valuation movements; and

e review of significant unobservable inputs, valuation adjustments and significant changes to
the fair value measurement of Level 3 instruments compared with the previous month, by
a committee of senior Product Control and Bank Market Risk personnel.

(c) Financial instruments not measured at fair value — fair value hierarchy

The following table analyses financial instruments not measured at fair value by the levelin the
fair value hierarchy into which each fair value measurement is categorized.

31 December 2020 Level 1 Level 2 Level 3 Total fair  Total carrying
Assets values amount
In thousands of Leones
Cash and cash
equivalents 249,014,793 - 249,014,793 249,014,793
Loans and advances to
Customers - 259,863,413 259,863,413 259,863,413
Investment securities 1,130,007,261 - 1,130,007,261 1,130,007,261
Due from other banks 129,183,518 - 129,183,518 129,183,518
Liabilities
Deposits from customers - 1,473,429,428 - 1,473,429,428 1,473,429,428
31 December 2019 Level 1 Level 2 Level 3 Total fair Total carrying
Assets values Amount
In thousands of Leones
Cash and cash
Equivalents - 250,334,739 - 250,334,739 250,334,739
Loans and advances to
Customers - - 162,975,770 162,975,770 162,975,770
Investment securities - 738,896,334 - 738,896,334 738,896,334
Due from other banks - 11,216,768 11,216,768 11,216,768 11,216,768
Liabilities
Deposits from customers - 967,402,519 - 967,402,519 967,402,519
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37.

Notes to the financial statements (continued)
Fair value of financial instruments (continued)

(c) Financial instruments not measured at fair value — fair value hierarchy

Where available, the fair value of loans and advances is based on observable market
transactions.

Where observable market transactions are not available, fair value is estimated using valuation
models, such as discounted cash flow techniques. Input into the valuation techniques includes
expected lifetime credit losses, interest rates, prepayment rates and primary origination or
secondary market spreads. For collateral-dependent impaired loans, the fair value is measured
based on the value of the underlying collateral.

To improve the accuracy of the valuation, estimate for retail and smaller commercial loans,
homogeneous loans are grouped into portfolios with similar characteristics such as vintage, LTV
ratios, the quality of collateral, product and borrower type, prepayment and delinquency rates,
and default probability.

The fair value of deposits from banks and customers is estimated using discounted cash flow
techniques, applying the rates that are offered for deposits of similar maturities and terms. The
fair value of deposits payable on demand is the amount payable at the reporting date.

Standard issued but not yet adopted

The new and amended standards and interpretations that are issued, but not yet effective, up to the date
of issuance of the Bank’s financial statements for the year ended 31 December 2020 are disclosed below.
The Bank intends to adopt these new and amended standards and interpretations, if applicable, when
they become effective.

Classification of Liabilities as Current or Non - current - Amendments to IAS 1

In January 2020, the Board issued amendments to paragraphs 69 to 76 of IAS 1 Presentation of
Financial Statements to specify the requirements for classifying liabilities as current or non-current.

The amendments clarify:

e What is meant by a right to defer settlement.

e That a right to defer must exist at the end of the reporting period.

e That classification is unaffected by the likelihood that an entity will exercise its deferral right.

e That only if an embedded derivative in a convertible liability is itself an equity instrument, would the
terms of a liability not impact its classification.

These amendments are effective for reporting periods beginning on or after 1 January 2023, with early
application permitted. The Company is not expected to be affected by these amendments on the date of
transition.

Amendments to IAS 37 — Onerous Contracts: — Cost of Fulfilling a Contract

In May 2020, the IASB issued amendments to IAS 37 Provisions, Contingent Liabilities and Contingent
Assets to specify which costs an entity needs to include when assessing whether a contract is onerous
or loss-making. The amendments apply a ‘directly related cost approach’. The costs that relate directly
to a contract to provide goods or services include both incremental costs (e.g., the costs of direct labour
and materials) and an allocation of costs directly related to contract activities (e.g., depreciation of
equipment used to fulfil the contract as well as costs of contract management and supervision). General
and administrative costs do not relate directly to a contract and are excluded unless they are explicitly
chargeable to the counterparty under the contract.

Since the amendments apply prospectively to transactions or other events that occur on or after 1 January
2022, the Company will not be affected by these amendments on the date of transition.
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Notes to the financial statements (continued)
Standard issued but not yet adopted (continued)

Amendments to IAS 16 — Property, Plant and Equipment: Proceeds before Intended Use

The amendment prohibits entities from deducting from the cost of an item of property, plant and
equipment (PP&E), any proceeds of the sale of items produced while bringing that asset to the
location and condition necessary for it to be capable of operating in the manner intended by
management. Instead, an entity recognises the proceeds from selling such items, and the costs of
producing those items, in profit or loss.

These amendments are effective for reporting periods beginning on or after 1 January 2022, with early
application permitted. The Company is not expected to be affected by these amendments on the date
of transition.

Amendments to IFRS 3 — Reference to the Conceptual Framework

In May 2020, the IASB issued Amendments to IFRS 3 Business Combinations - Reference to the
Conceptual Framework. The amendments are intended to replace a reference to a previous version
of the IASB’s Conceptual Framework (the 1989 Framework) with a reference to the current version
issued in March 2018 (the Conceptual Framework) without significantly changing its requirements.
The amendments add an exception to the recognition principle of IFRS 3 to avoid the issue of potential
‘day 2’ gains or losses arising for liabilities and contingent liabilities that would be within the scope of
IAS 37 Provisions, Contingent Liabilities and Contingent Assets or IFRIC 21 Levies, if incurred
separately. The exception requires entities to apply the criteria in IAS 37 or IFRIC 21, respectively,
instead of the Conceptual Framework, to determine whether a present obligation exists at the
acquisition date. At the same time, the amendments add a new paragraph to IFRS 3 to clarify that
contingent assets do not qualify for recognition at the acquisition date.

Since the amendments apply prospectively to transactions or other events that occur on or after
1 January 2022, the Company will not be affected by these amendments on the date of transition.

Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16 — Interest Rate Benchmark
Reform — Phase 2 (IBOR reform phase 2)

On 27 August 2020 the IASB published ‘Interest Rate Benchmark Reform — Phase 2, Amendments to
IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16’ (IBOR reform phase 2). IBOR reform phase 2 provides
temporary reliefs to address the accounting issues which arise upon the replacement of an IBOR with
an alternative nearly risk-free profit rate. The amendment is effective for annual reporting periods
beginning on or after 1 January 2021 with earlier adoption permitted.

The impact of the replacement of interbank offered rates with alternative risk-free rates on the
Company’s products and services remains a key area of focus. The Company has exposure to
contracts referencing IBORs, such as LIBOR, extending past 2021, when it is likely that these IBORs
will cease being published or any subsequent timeline as determined by the relevant bodies. The
Company is currently assessing the impact of the transition to the new rate regimes after 2021 by
considering changes in its products, services, systems and reporting and will continue to engage with
internal and external stakeholders to support an orderly transition and to mitigate the risks resulting
from the transition.

IFRS 17 Insurance Contracts

In May 2017, the IASB issued IFRS 17 Insurance Contracts (IFRS 17), a comprehensive new
accounting standard for insurance contracts covering recognition and measurement, presentation and
disclosure. Once effective, IFRS 17 will replace IFRS 4 Insurance Contracts (IFRS 4) that was issued
in 2005. IFRS 17 applies to all types of insurance contracts (i.e., life, non-life, direct insurance and re-
insurance), regardless of the type of entities that issue them, as well as to certain guarantees and
financial instruments with discretionary participation features.
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A few scope exceptions will apply. The overall objective of IFRS 17 is to provide an accounting model
for insurance contracts that is more useful and consistent for insurers. In contrast to the requirements
in IFRS 4, which are largely based on grandfathering previous local accounting policies, IFRS 17
provides a comprehensive model for insurance contracts, covering all relevant accounting aspects. The
core of IFRS 17 is the general model, supplemented by:

* A specific adaptation for contracts with direct participation features (the variable fee approach)
* A simplified approach (the premium allocation approach) mainly for short-duration contracts

IFRS 17 is effective for reporting periods beginning on or after 1 January 2021, with comparative figures
required. Early application is permitted, provided the entity also applies IFRS 9 and IFRS 15 on or before
the date it first applies IFRS 17.

IFRS 17 will have no impact on the Bank, as it does not issue insurance contract.

This standard does not impact the Bank in anyway as the Bank do not engage in insurance business.
The bank will apply this amendment when it became effect.

Annual improvements 2018-2020 cycle
These improvements include:

e IFRS 1 First-time Adoption of International Financial Reporting Standards — Subsidiary as a
First-time Adopter;

e |IFRS 9 Financial Instruments — Fees in the “10 per cent’ Test for Derecognition of Financial
Liabilities;

e |AS 41 Agriculture — Taxation in Fair Value Measurements; and

e lllustrative Examples accompanying IFRS 16 Leases — Lease Incentives.

These improvements are effective for reporting periods beginning on or after 1 January 2022, with
early application permitted. The Company is not expected to be affected by these amendments on
the date of initial application.

Impact assessment of the covid-19

The COVID-19 outbreak has developed rapidly in 2020, with a significant number of infections
worldwide. Consequently, in most countries, a lot of measures were taken to contain the virus; limiting
the movement of people, restricting flights and closing borders, temporarily closing businesses and
schools, and cancelling events. This pandemic is having an immediate impact on businesses such as
tourism, transport, retail, and entertainment. In response, the Bank of Sierra Leone and the Government
of Sierra Leone intervened with monetary and fiscal measures aimed at mitigating market concerns and
providing liquidity to the market.

At Rokel Commercial Bank (Sierra Leone) Limited, the management team has taken appropriate steps
to assess the impact on the company’s financial statement based on the information available as of
date. The duration and impact of the COVID-19 pandemic, as well as the effectiveness of government
and central bank responses, remains unclear at this time. It is not possible to reliably estimate the
duration and severity of these consequences, as well as their impact on the financial position and results
of the company.

1. Governance around the pandemic

On the outset of the pandemic in the country in March 2020, the company board set up measures,
to monitor and mitigate any risk arising from the worldwide pandemic.
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A COVID -19 measure focusing on Staff and Customer Safety and ensuring compliance to directives
and measures taken by the government of Sierra Leone and authorities. Monitoring governance around
COVID -19 in compliance to the bank directives related to customers, staff safety and Business
Continuity.

A COVID-19 measure focusing on the Portfolio Impact of ongoing economic events, from a risk and
client activity crisis management perspective.

2. Impact on Capital and Liquidity

The Company’s capital and liquidity remain resilient despite unprecedented challenges from the
Covid-19 pandemic. As the world manages the fallout from a second wave of infections, the Company
continues to monitor the situation proactively and provides guidance and support to its staff as
needed.

During the year, various regulators that monitor the company’s banking responded to the risks
associated with the pandemic by implementing a variety of actions to safeguard both capital and
liquidity. These have included delays or reductions in prudential requirements, implementation of
frameworks for restructuring credit facilities and providing payment moratoriums to customers,
provision of liquidity support to banks, and lifting the restriction on the issue of United State Dollars
over the counter. In June 2020, the bank of Sierra Leone issued a special covid loan facility to
businesses importing essential commodities via commercial banks at a reduced interest rate of 7%.

3.Impact on Revenue
The COVID-19 Pandemic has impacted some sectors of the economy. However, the level of impact
depends on the nature of the industry. Considering that some customers may be much more
vulnerable than others, we worked closely with our credit risk department to assess their liquidity and
operational cash flow needs and offered different relief measures such as credit restructures and
granting of moratoriums for customers having financial difficulty in meeting up their repayment
obligations. In terms of reduced volume of economic activities, this has translated into lower revenue.

4. Impairment Charges and credit risk
Considering the disruption to economic and market activities and the resultant heightened
probabilities of default occasioned by the pandemic, the company has put in place measures to
recognize the impact which the pandemic has on the impairment numbers as a result of worsening
macroeconomic variables which have been incorporated into the forward-looking information (FLIS)
within the ECL model used in determining impairment charges.

5. Impact on Operating Expense
We were able to manage our controllable cost prudently even though we incurred some unexpected
Covid-19 related costs. Some of which include additional investment in technology, to enable staff work
from home, the cost associated with implementing enhanced safety procedures and other COVID 19
protocols. In addition, the impact of inflation was also pronounced in the first half of the year. We have
made donations to efforts in controlling the pandemic in terms of cash, healthcare essentials and
supplies

6. Impact on Branches Operations
The company has an experienced and competent management team that is well prepared to manage
risks arising from the economic realities affecting different business environment. As of 31 December
2020, we continue to operate in all the 16 branches, we have a presence, we are confident that there
will be no threats of either partial or complete cessation of any of the business operations due to the
impact of the Covid-19 pandemic.
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7. Conclusion

We will continue to monitor the development of the situation locally and globally and follow
recommended measures and guidelines issued by the World Health Organization (WHO) and
Sierra Leone Government Health Authorities. Based on the current assessment and in the advent
of world vaccination, the directors are confident that the going concern of the company will not be

threatened by COVID 19 and would be able to continue to operate
Management is closely monitoring the evolution of this pandemic.

Regulatory ratios

Key prudential guidance ratios of the Bank for the year ended 31 December.

in the foreseeable future.

Narration BSL Requirement 2020 2019
Capital Adequacy Ratio | Should not be less than 15% 82.69% 57.20%
Loan to Deposit Ratio Loan to deposit should not exceed 80% 17.64% 16.85%
Local Asset Ratio Total Liquid asset should not be less than
60% 85.33% 84.47%
Liquidity Ratio Should not be less than 12% 70.59% 12.98%
Net Open Position Shall not exceed 25% of the institution’s
Aggregate capital base 1.56% 6.47%
Non - Performing Loan | Should not be more than 10% 6.67% 3.00%
The bank’s exposures shall not exceed
Aggregate exposure 300% of its capital base. 100.10% 91.87%
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