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Abbrevitons ; ABBREVIATIONS

CO n te n tS Chail‘man’s Statment ........................................................... 6 In this document we have used the fo[[ow]ng abbreviations;

MD/CEQ's Statment ..........ccooooieeveeceeecee e, 7 AcL - Allowance for Credit Losses

ALCO - Assets and Liabilities Committee
Corporate information ..., 8 CAPEX - Capital expenditure
Report of the directors ..., 10 CEO - Chief Executive Officer

CMA - Capital Markets Authority
Statement on Corporate Governance ............cccccoecuee.. 12

CRMC - Credit Risk Management Committee
Statement of Directors’ Responsibilities ......................... 26 CSR - Corporate Social Responsibility
Independent Auditor’s Report ............ooocvvvcoeerrrevevcen. 27 EAD - Exposure at default

ECL - Expected credit losses
Statement of Profit or Loss and Other R

= ED - Executive Director

Comprehensive INCOME ... 31

FVOCI - Fair value through other comprehensive income
Statement of Financial Position .............ccccccccovvvieveiinnen. 32 EVTPL - Fair value through profit and loss
Statement of Changes in EQUILY ...........cccooovrrrverrnnerrreennnnn. 33 GDp - Gross Domestic Product

IAS - International Accounting Standards
Statement of Cashflows ..., 35

ICT - Information and Communication Technology
Notes to the financial statements ..........ccccccocovvveninnnen. 36 IFRSs - nternational Financial Reporting Standards

Ushs - Uganda Shillings

LGD - Loss given default

ocl - Other Comprehensive Income

OPEX - Operating expense

PBT - Profit before tax

PD - Probability of default

PP&E - Property and Equipment

SICR - Significant increase in credit risk

SPPI - Solely payments of principal and interest

ISA - International Statndards on Auditing

CPA - Certified Public Accountant

SME - Small and Medium Enterprises

N/A - Not Applicable
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CHAIRMAN'S

STATEMENT
2021IN REVIEW

The past year has been challenging, but also fulfilling, and |
am proud of the many milestones that we achieved in 2021,
especially welcoming a new majority shareholder in the Bank
and its subsequent rebranding to I&M Bank Uganda. It has
been a period of consolidation and realignment for greater
growth, with other note achievements during the year being:

We strengthened the Bank’s capital position to meet

the new Bank of Uganda capital buffer requirements

and deepened our ability to support business growth
across the region. We leveraged the Group's cross-
border proposition to serve clients beyond our local
borders, delivering over Ugx 22.6 billion in funding to our
customers in the process.

«  We established a strong leadership team to steer the Bank
and turn around its performance in line with the iMara 2.0
strategy adopted across the 1&M Group.

We re-committed ourselves to serving our customers
better, launching several innovative products and
undertaking several processes and projects to achieve this.
To this end, we also launched the Pamoja programme;

a cultural transformation drive that will align our staff
values, behaviour and actions to the 1&M way. This

is a long-term initiative that is run across all Group
subsidiaries.

+  We enhanced our digital offering and consolidated our
distribution network by repositioning some of our service
centres (in micro markets) into locations that will drive
better customer service and deliver our products in a more
efficient and effective manner. We will continue to build
on the Group infrastructure to drive efficiency and to offer
seamless services to our customers.

We consistently monitor and listen to our customers to
understand their ever-changing needs in order to design and
offer more suitable, convenient, and cost-effective services.
We thank you for your support and look forward to growing
together into the future

<4 ////m

Suleiman I. Kiggundu, Jr.
BOARD CHAIRPERSON

Total Net Revenue ‘ Total Assets 15

U5 708 billion

3% 4%

Operating Expenses 22 Loans and Advances %

26% 25%

Impairment (Underlying) BZ Customer Deposits

UeX'4 4 billion UeX'4. 4 billion
Capital (CET1) ‘ Capital (CET1) ‘
15.7% 15.7%

800bps 800bps

MD/CEO’S

STATEMENT

FINANCIAL
PERFORMANCE
IN 2021

We committed to a set of actions with a view of creating a base
for growth.] As a result of disciplined execution, we delivered
stability in our income, lower costs, and a higher quality
balance sheet. We still have huge hurdles to overcome and
further improvement in financial performance is required.

Income of Ugx 58.1bn grew by 3%, year-on-year despite the
tough macro-economic environment exacerbated by the
Covid-19 pandemic and heightened credit risk environment.

Operating expenses, excluding loan impairments, were 26%
lower, which marked a second successive period of year-on-
year reduction, creating capacity to increase investment in the
coming year.

Overall credit quality improved despite posting Ugx 45.7bn [of
or in what?], with the underlying loan impairment in the on-
going business at Ugx 4.4bn, improving by 74% year-on-year.

Our capital position remains re-enforced with CET1 capital
ratio 15.7% up by over 800 basis points, primarily due to
injection of capital by the shareholders.

Conclusion

We have made progress in transforming the Bank and remain
committed to continuously improve our customer service
experience and product offering while generating strong
returns to our shareholders and positioning our people for
growth.

I would like to thank our clients for the partnership over
the years, the Board for its support and guidance and my
colleagues for the continued dedication and commitment.

We are on your side.

Kumaran Pather
MANAGING DIRECTOR & CEO
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CORPORATE INFORMATION

BOARD OF DIRECTORS
NAME

Mr. Suleiman Kiggundu

Mr. Chris Low

Mr. Bhartesh Shah

Mr. Sam Ntulume

Mr. Ketan Morjaria

Mr. Francis M. Byaruhanga
Mr. Joram Kahenano

Mr. Kumaran Pather

Mr. Michael Cook

Mr. Hemen Shashikant Shah
Mr. Zhong Shuang Quan
(Alternative: Mr. Jay Karia)

COMPANY SECRETARY
Nicholas Ecimu

C/0O Sebalu & Lule Advocates
Certified Public Secretaries (Uganda)
P.O. Box 2255, Kampala

COMPANY LAWYER

Shonubi Musoke & Company Advocates
SM Chambers

Plot 14, Hannington Road

P.O. Box 3213, Kampala

AUDITOR

KPMG Uganda Certified Public Account-
ants

3rd Floor Rwenzori Courts

Plot 2 & 4A Nakasero Road

P. O. Box 3509, Kampala, Uganda

REGISTERED OFFICE
Plot 6 & 6A, Kampala Road
P. O. Box 3072, Kampala

CORRESPONDENT BANKS

1. 1&M Bank (Kenya) Limited

2. First Rand Bank LTD

3. Standard Chartered Bank NY

4. Standard Chartered Bank
Frankfurt

Standard Chartered Bank Tokyo
6. Citibank New York

vl

DESIGNATION
Chairman Ugandan
Non-Executive Director British
Non-Executive Director Kenyan
Executive Director Ugandan
Non-Executive Director Ugandan
Non-Executive Director Ugandan
Non-Executive Director Ugandan
Managing Director South African
Chairman British
Non-Executive Director American
Non-Executive Director Chinese

. BRANCHES

i Main branch

i Plot 6 & 6A, Kampala Road
P. O. Box 3072, Kampala

Acacia Mall Branch
Plot 16/17, Wampewo Avenue

Arua Branch
i Plot 12, Avenue Road
i Arua Municipality

Bweyogerere Branch
{ Plot 3964-3965, Jinja Road

Entebbe Airport Branch
i Entebbe International Airport
i P.O.Box 787, Entebbe

Entebbe Town Branch
Plot 29, Kampala Road
i P.O. Box 787, Entebbe

Garden City Branch,
: 1st Floor, Garden City Mall
{ Yusuf Lule Road, Kampala

Jinja City Branch
i Plot 8 Scindia Road
i P.O.Box 368, Jinja

NATIONALITY STATUS

Appointed in September 2021
Appointed in March 2021

Appointed in September 2021
Appointed in November 2021

Resigned on 30 April 2021
Resigned on 30 April 2021
Resigned on 30 April 2021

: Kabalagala Branch
: Plot 1900, Block 15, Nsambya
: Kabalagala, Ggaba Road, Kampala

Kawempe Branch
i Plot 78 Bombo Road
P.O. Box 7839, Kampala

Kikuubo Branch,
Grand Corner House,
i P.O. Box 3072 Kampala

Kololo Branch,
i Nyonyi Gardens
i P.O. Box 36336, Kampala

Ntinda Service Centre,
i Capital Shoppers Mall
i P.O.Box 3072, Kampala

William Street Branch
Plot 44, William Street
i Kampala

Banking

That is tailored for you

. 0800144551 | info@imbank.co.ug
i ) @ @imbankug | imbankgroup.com/ug

|&M Bank (Uganda) Limited is regulated by Bank of Uganda and Customer Deposits are
protected by the Deposit Protection Fund of Uganda



REPORT OF

THE DIRECTORS

FORTHE YEAR ENDED
31 DECEMBER 2021
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The Directors present their report together with the audited
financial statements of 1&M Bank (Uganda) Limited (the “Bank”)
or (“the Company”) for the year ended 31 December 2021.

1. Principal Activities
The principal activities of the Bank are the provision of
commercial banking and related financial services.

2. Results/Business Review
The results for the year,details of which are set out on page 36,
are as follows:

2021 2020

Ushs’000 Ushs’000

Loss before income tax (36,449,295) (26,902,254)
13,611,438 4,209,333
(22,837,857)  (22,692,921)

Income tax credit

Loss for the year after tax

Net loss closed at UShs 22.8 billion, which is a 0.6% increase from last
year due to prudent position taken on loan provisions to cater
for effects of COVID-19 facing the world and risk management
of legacy relationships.

The principal risks and uncertainties facing the Bank as well as
the risk management framework are outlined in Note 5 of the
financial statements.

The ongoing COVID-19 pandemic has caused major disruptions
to community health and economic activity with wide-ranging
impacts across many business sectors in Uganda and globally.
Additionally, many of the Bank’s customers have been impacted
by the COVID-19 pandemic. As a result, during the year the Bank
continued to provide support, through existing relief packages
for retail and commercial customers in Uganda, including the
option of an up to six-month loan repayment deferral. The Bank
is continuing to work with customers impacted by COVID-19

to restructure loans and in some circumstances will provide an
extension to loan repayment deferrals for a further period.

Regulators and governments have implemented a broad range
of measures to promote financial stability in response to
COVID-19. Those measures implemented by governments and
regulators in Uganda include financial assistance packages for
homeowners and businesses, liquidity and funding initiatives
to strengthen the banking system, and regulatory changes to
capital requirements.

The pandemic has also increased the estimation uncertainty

in the preparation of the financial statements. The Bank

has made various accounting estimates for future events

in the financial statements based on forecasts of economic
conditions which reflect expectations and assumptions as at

31 December 2021 and that the Bank believes are reasonable
under the circumstances. There is a considerable degree of
judgement involved in preparing these estimates. The underlying
assumptions are also subject to uncertainties which are often
outside the control of the Bank.

Accordingly, actual economic conditions are likely to be
different from those forecast since anticipated events frequently
do not occur as expected, and the effect of those differences
may significantly impact accounting estimates included in the
financial statements.

3. Dividend

The directors do not recommend payment of any dividend for
the year 2021 (2020-Nil).

4. Acquisitions & Dispositions

i. Change in ownership:
I&M Group PLC acquired 90% shareholding from 8 mile
LLP and Morka Holdings Limited effective April 30, 2021 and
became the majority shareholder of the Bank. The details of
the Bank'’s shareholding structure are disclosed in note 32(a)
to the financial statements.
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ii. Losing control over a subsidiary during the reporting
period:
On April 30, 2021, the Bank disposed of all its equity
interest, that is 80%, in Equity Stock Brokers limited. The
consideration was received fully in cash amounting to Ushs
487,422,000. The Bank recognised a gain of Ushs 55,307,707
relative to this disposition.

iii. On deconsolidating the subsidiary the Bank did the
following;

+ Derecognized the assets and liabilities of the subsidiary
at their carrying amounts at the date when control was
lost,

+ Recognised the fair value of the consideration received
from the sale of Equity Stock Brokers,

+ Transferred directly to retained earnings the amounts
recognised in other comprehensive income in relation to
the subsidiary, and

+ Recognised any resulting difference as a gain or loss in
profit or loss.

5. Directors

The Directors of the Company who served during the year and
up to the date of this report are set out on page 2. The Company
provides professional indemnity for all the Directors.

6. Relevant Audit Information
The Directors in office at the date of this report confirm that:

i. There is no relevant audit information of which the
Company'’s auditor is unaware; and

ii. Each director has taken all the steps that they ought to have
taken as a director so as to be aware of any relevant audit
information and to establish that the Company’s auditor is
aware of that information.

7. Auditor

The auditor, KPMG, was appointed during the year and being
eligible for re-appointment has expressed willingness to
continue in office in accordance with section 167(2) of the
Companies Act, 2012 Laws of Uganda and Section 62(1) of the
Financial Institutions Act 2004 (as amended 2016) Laws of
Uganda.

8. Approval of Financial Statements
The financial statements were approved and authorised for issue
at a meeting of the Directors held on 22 March 2022.

BY ORDER OF THE BOARD

Secretary

Nicholas Ecimu

C/O Sebalu & Lule Advocates
Kampala
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STATEMENT ON CORPORATE

GOVERNANCE

Governance Framework

The Board has the ultimate responsibility to ensure that the
Bank conducts its business with high standards of integrity,
transparency and accountability across all levels. The corporate
governance framework, established by the Board of Directors
includes a robust management structure built on a platform of
stringent internal control and pre-approved policies, practices
and procedures to deliver sustainable value to its shareholders,
whilst remaining focused on its responsibility to society at large.

The Board is fully committed to high standards of corporate
governance, which include embracing the following principles:

+ To observe high standards of ethical and moral behaviour;

+ To act in the best interests of shareholders;

+ To ensure that the Company acts as a good corporate citizen;
+ To recognize the legitimate interests of all stakeholders;

+ Todisclose accurate, adequate and timely information so as
to allow stakeholders make informed decisions;

The Board of Directors - Roles & Responsibilities
The Board has put in place the necessary mechanisms to enable
it effectively discharge its roles and responsibilities.

The Bank has in place a Board Charter which defines the
governance parameters within which the Board exists

and operates. It also sets out specific responsibilities to

be discharged by the Board, its committees and directors
collectively, as well as certain roles and responsibilities binding
upon the directors as individuals.

The Board ensures that appropriate steps are taken to protect
and enhance the value of the assets of the Bank in the best
interests of its shareholders and other stakeholders. This entails
the approval and oversight of the implementation of the

Bank’s strategic objectives, risk strategy, corporate governance
and corporate values, as well as the oversight of Senior
Management. Further, the Board ensures that at the heart of
the organisation, there is a culture of honesty, integrity and
excellent performance.

The Board meets quarterly to review overall performance and
progress on significant initiatives. To facilitate the discharge of
its roles and responsibilities, the Board develops an annual work
plan and calendar of meetings for the year to guide its activities
for the year.

Board Operations & Controls

Board of Directors: I&M Bank (Uganda) Limited has a broad-
based Board of Directors. The Board functions either as a full
board or through various committees constituted to oversee
specific operational areas. The Board has constituted six
committees. These are the Audit Committee, Risk Committee,
Asset & Liabilities Committee, Credit Committee, Board
Strategy and Investments Committee and Board Nominations
Reward and Governance committee.Three of these Board
Committees are constituted and chaired by non-executive
directors and three by Independent Non Executive directors.
As at 31 December 2021, the Board of Directors consisted of 8
members.

a. Audit Committee
This committee is chaired by an independent Non-Executive
Director. The committee meets every quarter and also
comprises:

« Mr. Joram Kahenano
+ Mr. Francis M. Byaruhanga
+ Mr. Bhartesh Shah

The Audit Committee informs the Bank and the Board

of any risks, suspected frauds or irregularities, failures of
internal control or suspected infringements of laws, rules and
regulations which come to its attention.

b. Asset & Liability Committee
ALCO is headed by a Non-Executive Director and meets
quarterly. It also comprises the following:

+ Mr. Bhartesh Shah
+ Mr. Ketan Morjaria
+ Mr. Francis Byaruhanga

The overall objective of the Asset and Liability Committee is
to maximize earning and return on capital with acceptable
and controllable levels of the main treasury risks i.e. liquidity,
interest rate, foreign exchange and concentration risks.

The assets and liabilities of the Bank shall be managed to
maximize shareholder value, to enhance profitability and
increase capital, and to protect the Bank from any excessive
financial risks arising from changes in interest rates.

c. Board Nomination, Rewards and Governance Committee
This committee decides on recruitment at senior levels
based on responsibilities and remuneration of management
staff and directors and it meets quarterly. The committee is
headed by a Non-Executive Director and comprises:
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+ Mr. Ketan Morjaria
+ Mr. Francis M. Byaruhanga
+ Mr. Chris Low

The Committee is responsible for ensuring that the Board
remains balanced, both in terms of skills and experience,

and between Executive and Non-Executive Directors. It is
authorized to lead the process for appointments to the Board,
and make recommendations to the Board, ensuring there is a
formal, rigorous and transparent procedure.

. Risk committee

This committee is headed by an independent Non-Executive
Director and meets quarterly. It is comprised of the following
members:

« Mr. Joram Kahenano

+ Mr. Bhartesh Shah

+ Mr. Chris Low

The committee is granted the authority for (i) oversight and
advice to the board in relation to the current and potential
risk exposures of OBL; (i) oversight of the Bank’s Risk
Management Framework; (iii) the future risk strategy of the
bank, including strategy for capital and liquidity management
and the determination of risk appetite and tolerance, and (iii)
promoting a risk awareness culture in the bank, alongside
established policies and procedures.

. Credit Committee

The Board Credit Committee is chaired by an independent
Non-Executive Director. It meets quarterly and comprises:

+ Mr. Francis M. Byaruhanga
+ Mr. Chris Low

+ Mr. Ketan Morjaria

The Credit Committee seeks to ensure that the quality of the
Bank’s asset book remains within acceptable parameters and
that the business has an effective credit policy, consistent
with regulatory requirements and prudent risk management
practices.

. Strategy and Investments Committee

The Board Strategy and Investments Committee is chaired by
a Non-Executive Director. It meets quarterly and comprises:

+ Mr. Chris Low

+ Mr. Bhartesh Shah

+ Mr. Ketan Morjaria

The overall purpose of the BSIC is to validate, oversee and
monitor the implementation of the Bank’s strategic projects and
required investment to achieve its strategic objectives.

In addition to the above committees, there are committees on
a management level comprised of senior management whose
frequency of meetings is daily, weekly, monthly and quarterly.

Directors and their Benefits: During the financial year and up
to the date of this report, other than as disclosed in Note 14 to
the financial statements, no director has received or become
entitled to receive any benefit other than directors’ fees, and
amounts receivable by executive directors under employment
contracts and the senior staff incentive scheme.

The aggregate amount of emoluments for directors for services
rendered in the financial year is disclosed in Note 14 to the
financial statements.

Neither at the end of the financial year nor at any time during
the year did there exist any arrangement to which the Bank is

a party whereby directors might acquire benefits by means of

acquisition of shares in or debentures of the Bank or any other
body corporate.

Directors
The directors who held office during the year and up to the date
of this report are indicated on page 2.

Statement of Going Concern

Nothing has come to the attention of the directors to indicate
that the Bank will not remain a going concern for at least twelve
months from the date of this statement.
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BOARD OF DIRECTORS

MR. SULEIMAN KIGGUNDU
NON-EXECUTIVE CHAIRMAN
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MR. KETAN MORJARIA
NON-EXECUTIVE DIRECTOR

Mr. Suleiman Kiggundu was educated as an engineer and economist at Yale University.
Over the past 25 years, he has served in senior leadership roles at various leading
institutions, including Equator Bank, Equator Capital Partners, HSBC Bank plc and as the
Regional Director for Africa at CDC Group plc. Suleiman also serves as a non-executive
director of various companies, including GA Insurance Uganda and Kampala Hospital
locally.

He also chairs CFS Group (a pan-African, advisory & capital markets-oriented financial
services group).

MR. CHRIS LOW
NON EXECUTIVE DIRECTOR

Allan Christopher Michael Low is the Regional Director at I&M Group Plc. Previously
Mr. Low held roles with Letshego Holdings Plc (Group CEO), National Bank of Kuwait
(Deputy Head of International Banking), Standard Chartered Plc (various CEO roles in
South Africa, East Africa and India and Chief Operating Officer at Korea First Bank Ltd, a
subsidiary of the Group) and Goldman Sachs.

Mr. Low is a member of Institute of Chartered Accountants in England & Wales, having
graduated from St Peters College, Oxford University.

MR. BHARTESH SHAH
NON-EXECUTIVE DIRECTOR

Mr. Shah’s banking career spans more than 24 years having worked in senior roles at
Citi Bank, Standard Chartered Bank and Equity Bank where he was the Group Chief Risk
Officer and Chief Operations Officer.

Mr. Shah holds an MBA from the University of Warwick, Warwick Business School, UK
and a Bachelor of Science in Banking and Finance from Loughborough University, UK.

Ketan Morjaria is a founder and Board Member of both 1&M Bank in Uganda and Credit
Bank in Kenya, and a strategic shareholder in both institutions. He has wide experience
in commerce and property development in Africa, the United Kingdom, and the Middle
East. He has served on the boards of several successful commercial companies.

Mr. Morjaria is a member of the Institute of Chartered Accountants of England and
Wales and the Institute of Certified Public Accountants of Uganda.

MR. JORAM KAHENANO
NON-EXECUTIVE DIRECTOR

Mr. Kahenano is a fellow of the Uganda Institute of Bankers and a fellow of the
Chartered Institute of Bankers. He has held various director positions in the Bank of
Uganda where he worked for 36 years. He was Executive Director Administration,
Executive Director Operations, Director Banking, Director Foreign Exchange and
Director Exchange Control among others.

He has in addition served on various Boards including Uganda Institute of Bankers,
Makerere University, Mengo Hospital, Church of Uganda and Uganda Christian
University. Joram is currently a trustee of Uganda Small Scale Industries.

MR. FRANCIS MAGAMBE BYARUHANGA
NON EXECUTIVE DIRECTOR

Mr. Byaruhanga holds a Masters Degree in Business Administration. He has over 25 years’
experience in the areas of Management, Finance, Accounting, Procurement and Logistics
Management with excellent knowledge of government and International agencies procedures
and practices. His knowledge, experience and skills have earned him recognition as a
management specialist, and he is regularly consulted on Public Sector Management issues.

He has over time developed and maintained professional and business relationships with a
wide range of agencies and organizations within the private and public sector. He has worked
with rural water and sanitation projects on an executive level and was a Director of the Road
Agency Formation Unit.
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KUMARAN PATHER
MANAGING DIRECTOR & CEO

Mr. Kumaran Pather joined 1&M Bank (Uganda) Limited in January 2020 as Managing

Director. He is a seasoned banking executive with experience in Retail Business Banking
spanning over two decades across seven countries. He is reputed with building winning

Banking strategies that have led to transformative business performance throughout
his career. He was most recently the Retail Business Banking Director at Barclays
Uganda(Now Absa). He started his banking career in South Africa before he moved

to Botswana as Barclays’ Retail Director. He then took on the role of Head of Retail
Sales at BMI Bank in Bahrain and would later serve as General Manager, Retail Banking

Services at Teba Bank in South Africa. He returned to Barclays as Retail Business Banking

Director, serving in Mozambique, Tanzania, and most recently, Uganda. Kumaran holds
an MBA from the University of Johannesburg and has attended Executive Leadership
Programs in South Africa and at Cass Business School in London.

SAM NTULUME
EXECUTIVE DIRECTOR & CHIEF OPERATIONS OFFICER

Mr. Ntulume holds an MBA from the East & Southern Africa Management Institute
(ESAMI), is a Fellow of the Association of Chartered Certified Accountants (FCCA), a
Certified Public Accountant (Institute of Certified Public Accountants of Uganda) and
holds a Diploma in Business Studies.

He has over 27 years’ experience in business leadership and management, financial
management, corporate and business reporting, risk and control, human capital
management, corporate governance and strategy attained from the financial services
sector, petroleum distribution & marketing sector, public sector and manufacturing
sector.

MR. NICHOLAS ECIMU
COMPANY SECRETARY

Nicholas Ecimu is I&M Bank’s Company Secretary. He practices with Sebalu & Lule
Advocates, a premier corporate and commercial law firm, where he is a partner.
Nicholas holds a Bachelor of Laws degree from Makerere University and a Post-
Graduate Diploma in Legal practice from the Law Development Centre. He has
previously served with the Privatization and Utility Sector Reform Project in Uganda'’s
Ministry of Finance, Planning and Economic Development.

He is a graduate member of the Institute of Chartered Secretaries and Administrators
in London. He is also a member of the Uganda Law Society and the East African Law
society.
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Board Operations & Controls

The Board, through the Board Nomination, Reward and
Governance Committee, is responsible for nominating
members to the Board and for filling vacancies on the Board
that occur between annual meetings of shareholders. In
considering potential directors, the Board seeks to not only
identify candidates with appropriate skills, knowledge and
experience to contribute to effective direction of the Bank but
also ensure achievement of diversity in its composition as set
out in the Board Succession Policy.

All directors receive formal letters of appointment setting out
the main terms and conditions of their appointment.

Induction, Orientation & Continuous Professional
Development

All new Directors are appropriately introduced to the business
of the Bank and are provided with a comprehensive induction
and information pack containing a brief presentation on

the affairs, strategy, the governance structure & conduct of
meetings, the director’s duties & responsibilities, the Bank’s
Constitution and such other useful documents.

All directors have access to the advice and services of the
Company Secretary, who is responsible for providing guidance
to the Directors as to their duties, responsibilities and powers.

Directors also have access to Senior Executives to obtain
information on items to be discussed at board meetings or
meetings of board committees or on any other area they
consider to be appropriate.

The Board and its Committees also have the authority to
obtain such outside or other independent professional advice
as they consider necessary to carry out their duties.

In addition the Bank organizes for Directors, up-skilling and
continuous development programs in order to enhance
governance practices within the Board itself and in the
interest of the Bank. Tabulated below are the programs held
during the year;

Program Date

Audit & Risk Conference 13 & 14 October 2021

Board Evaluation

The Board has established a mechanism to evaluate the
performance of the Board and its members with the process
being reviewed and refined periodically. The review and
evaluation includes; the functioning of the Board and Board
committees as collective bodies, and the performance of the
Chairperson, individual directors, and Company Secretary.

Board Meetings

The Board meets at least quarterly each year for scheduled
meetings and on other occasions when required to deal
with specific matters between scheduled meetings. Board
members receive board papers well in advance of their
meetings, thereby facilitating meaningful deliberations
therein. Proceeds of all meetings are minuted by the
Company Secretary and signed by the Chairperson of the
meeting.

DIRECTORS

The 9 Directors collectively have
vast experience arising from their
varied backgrounds in different

fields including Banking, General

Management, Law, Accounting and
Investment Analysis, apart from
hands-on experience in various
industries.




1&M HOLDINGS PLC ANNUAL INTEGRATED REPORT AND FINANCIAL STATEMENTS 2021

'sa1dipund

UOI1BIBUNWAI PAULIP
A1Jea)d yam aul) ul ‘siaquisw
JuaWadeUR|N dAIINIIXT pue
pleog ay3 jo uoljelaunwal
104 ylomawedy a3enidosdde
Ue JO JuUaWysigelsa pue
‘Juawadeur|y dAIINDAXT pue
pleog ay3 jo diysiaquiaw 1o}
S91BPIPULD JO JUBLLISSISSEe
paJn3onlis ayelsapun o}
pleog ay1 wouj A1igisuodsal
pa3e3a)ap sey 991HWIWoD)

‘A3ojouyday pue
uorH3dwod ‘Awouods sy
u1 sadueyd se yans S1012ey
pue Juawdo}anap jeulalxa
9)qedndde Aue pue sysi
pajeldosse ‘sanniuniioddo
SSaUISNQ UOIIRIIPISUOD 03Ul
3unyel 1s]1iym sadalqo
pUE UOISSIW ‘UOISIA

sAueg ayi yumaun ul
PasIASP U33q Sey yd1ym
ue)d o1391e435 S jueg By}
‘51030311 Jo pieog a3yl Aq
Jeroidde pue uol3eIapISUOd
91049q ‘MIINDY

saAdalqo

21391115 S} DA3IYDE 0}
JUBWISIAUL palinbal pue
s109(oid D1893e13S S Ueg
9y1 Jo uoneuawaldul
9Y3} JOHUOW pUE 93SIIA0

's31eJ 159191U1 Ul sadueyd
wouy duistie sysil jelpueuly
dAISSIIXD AUk Woly yueq
3y3 109304d 03 pue ‘|eyded
asealdul pue A3jiqelyoid
9dUeYUD O} ‘DNjeA
J9ployaIeyS dZIWIXew o}
paSeueuw aq Jjeys yueg
91 JO sal3|Iqel] pue s1asse
3y "S}SI UOI1RIIUIDUOD
pue a3ueydxa uglaioy
‘91el 353193l ‘K1pinbny

91 $ysu Aunseasy urew
9Y1 JO S]9A3] 9]qe]]043U0D
pue 3)qeidadde yum
1eaded uo uinial pue
3ujules szjwixew o3 s
9AI1303[qo J)eJan0 Y |

's]aA9) Jended

pue sy st ‘saidrjod

Jo uorydope ay uipnipul
‘S3I}IAIIOR PaJRIDOSSE pUE
1995 adue|eq s,yueg ay3
03 3uiie)al sysil 3xjlew
pue ‘A1ipinbi) ‘o3e4 3s3191U1
s jueg ay3 SuiSeuew

10} 55320.d dA13D34J Ue

"}IpaJd 3uluoildues 1o}
31qIsuodsal 89131WWO0D J0
uosiad Aue jo yuspuadapul
SM?3IA31 UBO] 39NPUOD

‘8uluoisinoid pue

S195SY 4O UOIIeDI}ISSe)D
Sy UO 03313Y3 suollengdal
118 pue papuswe se (002)
10V SUOIIN}IIsu| jeldueUl4
ym ddueldwod ainsug
"uolnasul

9y3 Jo swue duuolldues
ay1 01 suwiy Suipua)
M3IAR1 pue 31e3319(Q
‘JuaLddeuRW YSLI

1IpaJd S,uoIINISUI dY3 JO
K1jenb auniny pue juasaid
3y3 109)4e Ajjerarew Aew
1BY3 S3NSS| ] J9pISUod pue
MB3IABJ Jojluow 103l1q

"991HWIWOD)
11paud Judwagdeue|y Aq
SUOISIDAP BUIPUD] MBIADY
"99]1}WIWOo)

JusWwageur|y sty HpaID
JO sjwi| A1euoiauosip syl
puoAaq suoiedijdde sueo)
J3pISUod pue 31e1aqlag
“yueg ay3 jo Aonjod Suipua)
1181910 3Y3 JO MIIADY

'suomouny
3uimonioy ay1 Suiwioylad
Aq saiiqisuodsal sy

Suniying ur paeog ay

"sailoyine
|BUIR1IX3 J3Y30 puE pirOg
031 3uindodal Jo aindnaas

uonew.loul

3SI1 10} MO} SS920.d

SYSIJ SNOLIBA JO SUIMBIASI
pue 3urlojiuow Joj waisAs

anbiuyaay Juswadeuew
ysu a1eridoidde

ay1 jo uoiyeondde

pue uol1euIwI1a]

sainsodxa

SSO] / SYSId 9s3Y1 4O Yoed
10§ BLIS}ID JUBWIBINSEIW
9y3 jo uoiresynusp|

Sysii pue sainsodxa
$SO] SNOLIBA JO UOI3eN|eAD
pue sisAjeue ‘uoljed1413udp|

P3AJOAUL SUOIIDUNY SNOLIBA
ay3 Jo saijigisuodsal g
$3]0J JO JUBWIUGISSE 183D
:3uimonioy 3y apnjdul
‘elje J33ul 1eys ydrym
$53201 JUsWeue|
sy dAlsuayaiduwiod

e dn meup ‘uoinounyg
Juswadeue|y ysiy ay1
ysnodys ‘eys D¥g ayL
“S}UN ssauIsNg

JUBIBHIP Ay UIyIM
paljLIaA pue pajuawadwi
aq ued ey sainpadoud
pue sassado.d ‘sadijod
o1410ads ojul 10323117 JO
pieog ay3 Aq paysijqelss
ylomawiely Juswadeue|
sy ay3 Buiie)suely Joy
a)qisuodsal aq ‘uoilduny

"sad13oeud

959y} 03 sjuswanoidul
Jerrusod pue sadi3oeud
s,Juswadeuew Jo
SSIUDAIIIDYD pue
Koenbape ay3 3uipiedau
aduepIng pue adIApe
1uapuadapul yim pleoq
ay3 sapinoid pue anoqe
pa3j0u SWal ay3 Jo yoea
SMBIA. 99331LILIOD
1Ipne 3y} ‘swa) peoq uj

‘uiniodal

K3j1qeunodoe dnqnd
puE S1UBW}E]}S JeldueUl

‘9duelnsse Jo siapiaoid
J3y30 pue siollpne
euIa1Ixad ‘AK1AIOR Ipne
euIaUI 3Y3 JO YSISIDAQ
30MBLWELY |0JIUOD |BUIIU]|
Juswageurw sy
9IN3ONJ1S BOUBUIIAOD
SDIY3d pue Sanjep

110} SaAI3RIIUI
suoiesiuesio ayl jo
Koenbape ay1 uo aduepingd
pue a21ape Buipiroid Aq
judwageuew pue pieoq
33 S1ISISSE 991HWWO0D 3Y |

"sa2130e.d 0J3U0D JRUISIUI
pue JuaWadeuew st
‘9dUBUIIAOZ Suoljesiuegdlo
9Y1 40 1Y3ISIaA0 D11eWISAS
‘paunyoniys uipiroad

ul p1eog aya isisse

9DUBUIDAON 7@ PIEMIY ‘91epljeA 031 s J|Sg 3y} Jo uorjeluswaldwi sy 1SISSe ]]IM 33131LWO0D UsWaZRURIA STy Y3 M (Dvg) 99131Wwo) suoldoun4
‘UoljeulWoN pJeog ayl Jo asodind jjesano ay 99SIAAO |IIM 0DV YL 11paJD pJeog ay | ysnouys 1eys Dy¥d syl 1Ipny p.leog ay| uley
{IREEIN

Aariend

99111WWOD) IDUBLLIAAOD R
piemay ‘uoljeuiwop pieog

Apariend

99111WIWIOD SIUBWISIAU|
13 A393e135 pleog

Aapend

9913IWwWoD
saljljiqer] 73 s3assy pleog

A1apend

23131WwWo) 31pad pleog

Aia1iend

991}lwwo)
Juswageue|y ysiy pieog

Aparend  jo Kousnbaiy

23131WWo) 31PNy pieog

$921N0SdY
uewnH ‘W0 dnoin 7|
$921N0S3Y UBWNH peaH
00D/10123.1Q dAIINIAXT
03D/1010a.1Q Suideue|y

S33AU|

(Kie321035)
Kieyaidas Auedwiod

saapuany
51012241 dAIINDAXI-UON Z
1032311

dA1IND3X3-UoN juapuadapul |

uawdolpns( ’g A391e43S
‘WD 1ueISISSY dnoin Ng|
1321440 1edURUL JA1YD
O0D/4010311Q dAIINDAXT
03D/40323.1q Suideue||
1S93}IAU|

((SIEIREN
Kieraunas Auedwod

S93puanly
$10102J1( dAIINIBXI-UON €

1321440 1ePURUL JA1YD
Kinseal] jo peaH
0O0D/1012341Q dAIINIAXT
03D/10103.1q Suideuely
S33UAU|

((SIETREN
Kieraioas Auedwod

sa3apuany
$1010241 SAIINIAXI-UON Z

1012341 9AIINDBX]
-uoN juapuadapuj |

1pal) Jadeuely

Jesauan dnoin N7g|
1paiD 0 pesH
00D/1012341Q dAIINIAXT
03D/40103.1q Suideue|n
S33UAU|

((SIEYREN
Kieyaioas Auedwod

Saapuany
$1010241Q SAIINIAXI-UON| 2

101231 9AIINDBX]
-uoN juapuadapuj |

0SI12 dnoiD Wl
190110

ysiy Jo1yD dnodo Wg|
2duedwo)

7 16897 Jo peaH

A4Sy 40 pesH
00D/1012311Q SAIINIAXT
03D/40303.1Qq Suideue|n
S9IUAU|

[(SIEIREN

Kieyaidas Auedwo)
S93pUAY

5101031 SAIINJIAXI—UON| Z

101031 9AIINJAX]
-uoN juapuadapuj |

1010311 3AIINDOXJ-UON |

'$10303.1 3AIINJAX]
-uoN juapuadapuj 7

pouad ay:

ul paypne si Juswiedap
asoym Jadeuew Jojuas Auy

00D/ai
SAIIND9X3

HpnYy Ja1yD dnoun

1S93}IAU|
(Kae121035)

Kieyaioas Auedwod
Kinseal] jo peaH
1321440 eduRUL J31YD
1Ipny Jeusaiu| jo peay

S99puUaNY

(uewureyd
Suipnipuy)
SIQUIBA

1012341 9AIIND9X3-UON

99331WIWOD) DUBUIBA0D R
plemay ‘uoijeulwoN pieog

10123lJ1J 9AIINd9X3-UON

993310 SJUBWISIAU|
3 A391e.135 paeog

1012311 9AIINd9X3-UON

993} wwod
salj]iqel] g s}ossy pleog

1032311 9AIIND™XT
-uoN juapuadapuy

22131WWo) 1pal) pieog

1012211J 9AIIND9X]
-uoN juapuadapuy

99)Hwwo)
juawadeuel ysiy pieog

1012311 9AI3N9X]
-uoN juapuadapul

uosiadiieyd

22131WWo) }Ipny pieog

:s3unneaw jo Aduanbaly ay3 pue suorouny ‘diysiaquuaw pue uoi3isodwod 113y} ‘sa131WWo) pleog ale mojaq

paileinge] ‘sailjiqisuodsas s31 duidieydsip Ul 1SISSe 01 S9911WWO0D) JusWadeur|y pue sa9111WWO0D) pieog eiaAds dn 19s sey pieog ayi ‘saijiqisuodsas s31 Suidieydsip Ul 3siSse 01 J3pJo U]

SFILLINWOD a¥vOo4d

‘3uileaw pieoq €0 3yl 1B dAIIIDJD SBM SISQUIBW Se OUapudlly ‘Jerosdde epuedn jo yueg Suipuad s3uileaw zO pue LD 104 SIIPUILIE AIIM USdLIeYg PUB UBWIBING
"Sui323W pIINPaYDS 3yl JO dUBAPE Ul J]am Uewiey) 3yl Aq paAladal uaaq pey A3ojode ajqeidadde ue ‘Suilaaw 93131WWOD pIeOg JO pleog e pualie 10U pIp J01D3IP B IBYM

pieog 03 pajuiodde 194 30u 10 paudisal Jayn3 - V/N | PapusiivioN-X | pspusiy- M

%00L M M M M nwid3 sejoydIN I
%00L M M V/N V/N + YBYS ysarieyguin
%001 M M M M eliefloy ueid) J
%00L M M M M MOT SIYDIA
%001 N M M M edueyniedq ‘|n SIDURI{ I
%00L M M M M oueuayey weao[ |
%001 M M V/N V/N «A[ npung3iy uewdNS W

(z0) (Re))
Lzoz unfyloL LZoz uef yisz

LZ0Z 92uepusily (¥0)
Suzaay pieog L202Z 2°Q Pi€

(€0) Lzoz das pz

40315911 jJOo aweN

1
o~
(=]
o~
(%]
-
z
w
>
]
—
<
[
(%]
—
=<
O
Z
<
z
=
[a)
z
<
[
o
o
o
w
o
[a)
=
<
o
O
|
[
=
—
<
-]
Z
z
<
9]
=
a
w
]
=
(a)
|
o
ac
>
=

51019311 |ENPIAIPUI JO 3OUBPURLIE Y] pue Jeak ay3 SuLnp pay sSUIPALW JO JAqUINU BY} SMOUS 3]qe] SUIMOY|0) 3y L
[oe) aouepuany pleog



21.

1&M HOLDINGS PLC ANNUAL INTEGRATED REPORT AND FINANCIAL STATEMENTS 2021

1
o~
(=]
o~
(%]
-
z
w
>
]
—
<
[
(%]
—
=<
O
Z
<
z
=
[a)
z
<
[
o
o
o
w
o
[a)
=
<
o
O
|
[
=
—
<
-]
Z
z
<
|9
=
a
w
O
=
(a)
|
o
ac
>
=

juaje}
ule3al pue 1oei}e 03
J19Ko)dws pasisap ay1
9q 03 UOISIA S jueq

Jo uojejuawa)duwii
9y3 Sulo}IUON
Anigow

g Juswdo)anap
Ju3)e] s,yueg ayi jo
9dueUIIN0Z poo3 pue

“saAl13[qo

213918435 S11 DAIIYDE
0 JUBLIISAAUL
paJdinbai pue s3oafoid
d1393843S S jUBg By JO
uolejuswaidwi ay3
J0}UOW pUB 33SIIA0

'01104340d }40 UIIIM
/VdN 3y wouy A19A0d31 Ul weay
S119A0D34 3] JO SHI044D 3Y} MIIASY

‘pleog ay3 01 sylodal ssaudouid pue
‘suoljepuawiLodas apiroid ‘ueid
uoljoe ue dojaAsp ‘JUBAI]R BIBYM
‘01j04340d 31paJd ay3 uo 1oedwi Jidy3}
SS9SSE PUB SIUSAS HPID MIINDY
sueoj Jo

JuawAedal ainsud o3 uayel sdays
pue suoisiroid ‘siealie malnay
'siseq d1polJad

e uo s3iodal ysLi 1pald MaIARY
"sassadoud

pue s1onpoud 31patd mau anoiddy

‘leroisdde
pleog ay1 yum aui ul siesodoud
11paJd Ul suoildasxa anolddy

‘palinbai

se Ajjeusajul syiwi) 1patd a1e3s)ep
Jayying pue pleog ay3 Aq pajeda)ap
S}ILUI) AU UIYHM SuoisidRp SUIpud)
e pue sywli| 1pasd anolddy

"SI 3IPID 3INSEAW 03 ASN |]IM
yueq ay3 1eyy A3ojopoyraw Suiel
|eusaiul ay3 jo uoreuswadwi
ainsus pue anoiddy

‘oljoj340d ysu

19813 33 pue sadualayaid uinjal
pue ¥siJ Jo uoluldp 3y} aroiddy
‘93eridoadde asaym

K38a1e13s pue Ao1jod 1paud uo pieog
93 01 SUOIIBPUBLLILLIODD A

'91119dde

3SIJ 1]BISAO S,pIeOg Y3 UIYyHM
siesodoud piepueis pue sauijapind
3uriimiapun ‘sapijod ysi
UOI3RJ3USDU0D 333HWIWOD) HPAID
pleog ay31 0} puaLLIWOD3. pue 3313y

ueq

‘aseq ysodap

93} U S31391e13S BY3 dUIJAP pUR
19%JBW 3UBq-J31Ul 9Y] Ul pUd] pue
moui0q 01 A3njiqe s,jueq ays ‘d)yoid
Kyipinbi) pue Suipuny ay3 malAay
'S159) $59.115 9184

159J93Ul JO S1INS3J BY3 JBPISUOD pue
saunsodxa 91l 153491Ul JOUOA

suoijesado Ainseasy Joy
sa114ediazunod anoidde pue sy
Kinseal} y3m aoueljdwod 103UO|N
‘paulejuleW e SHWI|

18Y3 24NSUD 01 dZUBYIXD USIDIO0)
J10J sainsodxa 13y1ewW 93SIAQ
s3onpoud saljiqer) pue

S19sse Uo sajel 1sa.ajul anoidde of
NAq

UXBIIIPUN XS JO S]9A3)] ||BISAO
9y} pue ‘soljed jerdueuly Jueioduwi
JO puaJ} 3Y3 pUe JUN0JE SSO)

’3 11j0.d pue 199ys adue|eq
‘9duew1044ad 1)BI3A0 BY3 SSNDSIP O]
‘sayplewsiw duidlid-ai pue
A311n1eW 3y} JojUOW pue MaIAY
's01104140d $3131UNJ3S pue SUeO) AY}
UO 913918435 YSI|qe)Isa pue awodul
Suipuodsallod J1ay) pue s1asse

Ul S91311NJ3S SWIOdUI Pax1y pue
sueo) Jo uoiliodoid ay1 JoHUOA|
‘uolejuswaduwii

11 ainsud pue a33adde ysu

11BISA0 S3UBQ B3 UIYHM SII
19ylew pue A3ipinbi) o} spwi) 39S

1eaoidde Joy

£onod Kupinbi pue (dy'v11) sse204d
JuaWIssassy Adenbapy A1pinbiq
1enpIAIpU] s 3ueq syl pieog

9Y1 01 PUSWILLIODAI PUR MIIADY
jueq ay3 Jo sallligel] pue s1asse
9Y1 JO JUSWSSReURW DAIIDYD

9y1 Joy 11oddns wiaysAs pue

‘Wil |y jo

a)yoad ysi1 ay1 1294e A3y
MOY J3pISUOd pue sy
3S11 1]BIDA0 33 ISPISUOD
‘syuawaJinbal jelded
JAIIRDIPUI Y} MIIADY
"sjiw 9)qeidsooe
ulyHm 31 93euew o3}
SUOI}DB PUSWILLIODAI pue
S jenpisal s yueg say:
9INSeaW pue MIIASY

“(dvvl)
S$S920.1d JUaWISSaSSY

Koenbapy A3ipinbiq
JenpIAlpu| pue (dy'vDI)
SS920.d JUBISSISSY
Koenbapy jeaded
Jeutaiu| ay3 jo diysiaumo
oe1 pue 233 adueldwod
pue urispune) Asuow
-11ue ‘Ayedsaiunod
‘leuorzesado ‘Ayipinby
‘UoIjeJIuUadUOD ‘13¥Jew
‘Hpaid 3y1) sapijod
JusWadeuRW YSU e
PUSLLILIODAI pUB MIIAY
'siseq dipolJad

e uo a13adde ysul jo

's9A1303[qo dduewofiad
puE ‘SPIEJ3I0DS |eIDURUL
pue s193pnq ‘sueid
SSaUISNG |enpIAIpUI U
pa123)j21 Sl SIY3 18y} pue
‘sue)d ssauisnq jenuue
pue A3a3e.13s paa.de sy
‘03 JUSWIHILULLIOD 1810}
pue ‘Jo uipuejsiapun
13> e dAey A)jelauad
}Je1s pue Juawagdeuew
JO1US 3By} 3INSUd pue
A3a1e11s ay3 3ulisijeal jo
sasodind ay3 1oy ssauisng
9y3 jo duewloylad ‘sueyd
1euoiiesado pue di3a3e13S
s jueg ay3 Jo MalAdL
S1potlad e 31dnpuod o)
ueg

ay1 jo suonedidse pue
S9NJeA ‘UOISIA 31 Y1Im
aul) ul el1a}LId adueldadde
ys1d ulaasiano 3uipnpdul
‘ssaulsng s,jueg ay3

Jo uawdojanap ay3 ul
uoI30aJ1p pue diysiapes)

Suluoidpuny Iuapde - ‘a1epljea o1 st asodind 9y1 Aq ysil 11paId jo Juswaeuew siskjeue Jo poyiaw ‘uoljesiuesio 19A3] 1jeJano pue 31yo.d apinold 03 st 0DX3 suolouny
dY1 93SI9A0 O] S, 9911WWO0D) 3y | 9AI1D3}49 BY3 d1eM|1DeS ‘s21891e115 9Y1 Ysijqeis] SIS, W1 3Y3 31eN|eA] ay1 jo asodind ay | uley
99131wwo)
991HWWo) suonesado 991WWo) 99131Wwo)

YH 3uawasdeuely 1]3uawasSeuely  233}WWOD }paL) Juswaseueyy salM)iqer] 7@ s}3ssy Jusawadeue|y dsiy Juswaseue|y 9313WWO0Y) 3AIINIAXT
s3uieaw
Apariend Alyauo Ayauo Alyauo Ayauo Auauow Jo Kousnbauy

SUOI3edIUNWILLIOD) 1140 peaH

a1es0dio) 3 SuoIIedILNWIWOY

3unayleln Jo peaH a1e10d10y %3

suoliesadQ jo peaH 3unayJeln Jo peaH

s19ssy

1e12ads g S9119A0D3Y J9peaT wes| 1140 pesH SIuLBYd

siskjeuy 1pas) Jadeue 592.n053Y B SPNpOLd JO pEsH

sppuuey> . mccm. i Mw_”,_ ow o me uewnH jo peay Sy Jo pesH

7 S1oNpO.d Jo peaH 199430 1 YD 8 S19Npo.id Jo pesH sjuuey) 5921053y

suoniesadQ jo peaH ssauisng Ja1y) 1921340 ssaulsng §a1yD ’3 S1ONPOId JO peaH uewnH jo pesH

(Kiey01095) spuey) S33UAU] 1321340 ssaulsng Ja1yd suoljesadQ Jo peaH

pcwcwn__.ﬂ_w\_\,mw%__ ’9 $19Np0.d JO peaH uelduwio) 73 18397 Jo pesH AS1Y §O pesH (¥s1y) s1Y JO pesH Kinseau] jo peay

quale] 1a8eueiy sy 1] JeSeuey 1Y JO peeH S]uUURYD 78 S1ONPO.d JO peoH souendwoy  (Kie3audas) duerjdwod

WH 10 peaL] 5198014 Ja8eUR|y Ja8eue|y 1paID J9211JO ssauisng Ja1yd ’g 1897 Jo peaH 3 1e897 Jo peaH

00 suoijesadQ Jo peaH 192140 JepueUl RIYD Kinseau] jo pesH IO SsauIsng Ja1YD 1921440 ssauisng Ja1yD

/10193110 3ANIAX] 1140 pean 1pad jo pesH 1O JBIPURUII JBIYD 49O [BPURU JBIYD  J3DNO [eIdURUL J3IYD

on 009 0O0D/1032241Q dAIINIDXT O0D/103211Q 2AIINIDXT  OOD/I012241Q AIINDXT  OOD/I0329.1J AIINIDXT
/1030311Q Buideue|y /1030311 9AIINDX] 03D/1030311q Suideue|n 03D/4030311q 3uideue|n 03D/1030311q Suideuel 03D/4030311q Suideue|n SELIEIN]
0O32/aAn 00D/d1 032/AW O32/An 00D/d13 O3D/an uewlreys

993}jwwod)
99]HWWo) suonesado 99]}Wwo) 99331Wwo)
YH juawaSeuey 113uawaSeuely  933}WWOD }pal) Juswageuely salp)iqel] 7@ S}9ssy Juswageue|y dsiy JuswasSeuey 99331WILIOD) dAIINIBX]

s3uieaw jo Aduanbaly ay3 pue suorduny ‘diysiaquuisu pue uoi}soduwiod 419y} ‘Sa3HWWO0D) JUSWIZeur| 18 MO]3q paie|ngel

$92331WWO") Judwaseueyy



1&M HOLDINGS PLC ANNUAL INTEGRATED REPORT AND FINANCIAL STATEMENTS 2021

administration of justice within the Bank.

To strengthen internal controls i.e. ensuring
a culture of compliance with the Bank’s

Oversee the disciplinary process in relation
to breaches of the code of professional
conduct and Bank policies and procedures.
Report to Management the disciplinary
rules and regulations.

Executive Director/Chief Operations
cases and actions taken.

Disciplinary Committee

ED/COO

Officer

Head of Human Resources

Head of Legal & Compliance

Head of Risk

Head of Operations

Head of Credit

As and when

To eliminate the arbitrariness in the

Manager Projects
specific procurement of goods and services.

approve providers of goods and services.
contract and recommend to the MD/CEO.
Ensure that there is value for money in all
goods and services procured.

and procedures are adhered to in all the
procurement activities of the Bank.

Opening, endorsing and recording bids.
Ensure that due diligence is conducted

approved procurement procedures and
specifications.

for all the goods and services that are

procured.
requests in consultation with the user

Approve the evaluation committee for
Review and approve evaluation reports
from the evaluation committees.
Review the process of pre-qualification
of providers of goods and services and
Recommend awarding contracts and
tenders.

Approve amendments to the awarded
Ensure that the procurement policies
Review and approval of procurement
department.

Executive Director/COO

Chief Financial Officer

Review and approve the annual
procurement plans.

Approval of bids based on the

Head of Operations

Tender Committee
ED/COO

Head of IT
Quarterly

Chairman
Members
Frequency of
meetings

Main functions
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Risk Management, Internal Controls &

Compliance

The Bank has established an integrated and enterprise risk
management framework to identify, assess, manage and report
risks and risk adjusted returns on a consistent and reliable basis.
The Bank faces various diverse and complex types of risks related
to its business as a banking institution. The Risk Management
Department manages these risks through a continuous and on-
going process of effective management of risks.

Risks are evaluated in an unbiased way. The Bank consciously
takes the appropriate amount of risks and manages these risks
competently to seize related opportunities. Risk taking is core
to I&M'’s innovation capacity and ultimately its entrepreneurial
success.

|&M'’s approach to Risk Management is characterized through

a strong risk oversight at the Board level and a strong risk
management culture at all levels and across all functions. Such
an approach supports and facilitates 1&M'’s decision making
process which not only ensures that the risk reward trade-off is
optimized but also that risks assumed are within the overall Risk
Appetite and Risk Tolerance levels as laid down by the Board in
the various Policy Documents.

I&M’s Risk Management Process is guided by the following
principles:

« It's risk appetite & risk tolerance levels

+ Anindependent audit, & quality assurance department
+ Anindependent risk and compliance department

+ Zero tolerance for violations

+ A Policy of “no surprises”

+ Protection of reputation

+ Enhanced stakeholder satisfaction

Compliance

The Board ensures that laws, rules and regulations, codes and
standards applicable to the Bank are identified, documented

and observed. The Board has set up an independent Compliance
function which continuously monitors the Bank’s compliance
with applicable laws, rules and regulations, codes and standards.

All policies and procedures are tailored to ensure that the
Bank’s processes are fully compliant with all relevant Laws and
regulations. The Board ensures compliance with all laws and
regulations by continuously monitoring the Compliance review
report.

Additionally, the Board receives a report at each of its scheduled
meetings on changes to the legislation and regulatory
framework and evaluates its impact in addition to ensuring

that the Bank puts in place the appropriate processes to ensure
compliance from the effective date.

Risk based Internal Audit & Assurance
While the Board is responsible for the overall risk management
and internal control systems, oversight of the Bank’s risk

management process has been delegated to the Board Audit
and Board Risk Management Committees. This is undertaken
through independent Internal Audit function established within
the Bank.

The Board sets out the mandate for Internal Audit, defining its
purpose, authority and responsibilities. The Board ensures that
the Head of Internal Audit department is not responsible for any
other function in the entity and reports directly to the Board
Audit Committee.

The Internal Audit function provides independent assurance to
the Board and Management that:

+ The internal control system in place is performing effectively
and is adequate to mitigate risks consistent with the risk
appetite of the Bank; and

+ The organization goals are met and governance processes are
effective and efficient.

External Auditors
The Board has put in place mechanisms to ensure that external
auditors:

+ Maintain a high standard of auditing;
+ Have complete independence;

+ Have no pecuniary relationship with the auditee entity or a
related party;

+ Bring to the attention of management and supervisor any
matters that require urgent action.

Ethics & Social Responsibility

Code of Ethics:

The Bank has in place a Code of Conduct and Code of Ethics that
binds all its Directors and staff to ensure that business is carried
out in an ethical, fair and transparent manner, in keeping with
the local regulations and international best practices.

The Code of Ethics that all staff are expected to adhere to,
encompasses, inter alia, matters touching upon safety and
health, environment, compliance with laws and regulations,
confidentiality of customer information, financial integrity
and relationships with external parties. This Code of Ethics
is reviewed periodically and amendments incorporated if
necessary.

Conflicts of Interest

The Board has in place a policy to provide guidance on what
constitutes a conflict of interest and expects its members, both
individually and collectively, to act ethically and in a manner
consistent with the values of the business. Each director as far
as practically possible, minimize the possibility of any conflict
of interest with the Bank by restricting involvement in other
businesses that would be likely to lead to a conflict of interest.
Where conflicts of interest do arise, Directors excuse themselves
from the relevant discussions and do not exercise their right to
vote in respect of such matters. The Conflicts of Interest policy
is also extended on a similar basis to all senior management and
employee who can influence decision making processes.



Insider Trading & Related Party Transactions

The Bank has adopted the Group wide Insider Trading Policy
that prohibits Directors and staff of all Group entities; and
contractors who have or may have access to Material Non-
public Information regarding the Company from:

+ Market Manipulations - artificially inflating or deflating the
price of a security or otherwise influencing the behaviour of
the market for personal gain;

+ False Trading and Market Rigging — dissemination of
favourable or unfavourable information likely to induce the
subscription, sale or purchase of shares by other people, or
raise, lower or maintain the market price of shares;

+ Fraudulently inducing trading in securities;

+ Front Running - entering into a securities trade to capitalize
on advance, non-public knowledge of a large (“block”)
pending transaction that will influence the price of the
underlying security;

+ Obtaining gain by fraud; and,

+  Communicating unpublished price-sensitive information to
other people.

The policy also prohibits anyone having inside information
relating to the Bank from buying or selling the entity’s securities,
except within certain stipulated open periods.

Insiders handling price sensitive information are subjected to
preclearance restrictions which shall require them to declare
their intention to purchase or sell Company’s securities before
transacting.

Whistle Blowing Policy

The Board has adopted a Whistle blowing policy to enhance
commitment to the highest standards of openness, probity

and accountability. An important aspect of accountability and
transparency is a mechanism to enable staff of the Bank to voice
concerns in a responsible and effective manner.

The policy is designed to enable employees to raise concerns
internally and at a high level and to disclose information which
the individual believes shows malpractice or impropriety.

The policy aims to:

+ Encourage employees to feel confident in raising their
apprehensions and to question any act that may raise
concerns about practice that may bring disrepute to the Bank
and or cause financial or other loss to the Bank and or any
malicious act that may adversely affect a staff member;

+ Provide avenues for employees to raise those concerns and
receive feedback on any action taken;
+ Reassure employees that they will be protected from possible

reprisals or victimization if they have reasonable belief that
they have made any disclosure in good faith;

+ Minimize the Bank’s exposure to the damage that can occur
when employees circumvent internal mechanisms; and,

+ Let employees know the Bank is serious about adherence to
the code of conduct and the various policies in place.

1&M HOLDINGS PLC ANNUAL INTEGRATED REPORT AND FINANCIAL STATEMENTS 2021

Sustainability & Corporate Social Responsibility (CSR)

The Bank is very conscious of its responsibility towards the
Community and those around it. It is in this endeavour that
the Bank has put in place guidelines that support the discharge
of its Corporate Social Responsibility mandate, which is well
integrated within the Bank. The Bank has continued to deepen
its relationship with various stakeholders while providing
opportunities to its employees to participate in various CSR
activities with a focus towards health, education and the
environment.

I&M Bank’s CSR activities are aimed at making sustainable
difference under four key social pillars:

« Environmental conservation;

+ Education and skills development;
+ Economic empowerment; and,

+ Enabling giving.

Stakeholder Management

I&M recognizes and appreciates that engagement with, and
active cooperation of its stakeholders, is essential for the Bank'’s
strong business performance on a sustainable basis, as well as
to achieving and maintaining public trust and confidence. The
Bank is guided by the Bank’s stakeholder management policy
which is founded on the principles of transparency, active
listening, and equitable treatment that favours a consultative
and collaborative engagement with all stakeholders.

Stakeholder engagement is decentralized within I&M. All I&M
employees are accountable for managing relationships and
meeting expectations of internal and external stakeholders
within their areas of responsibility. Should a stakeholder not be
satisfied with the service or assistance that they receive from
their I&M point of contact, there are a number of opportunities
that allow for anonymity (if desired) as well as independence
to ensure a voice for concerned stakeholders. These include
our client call centre that is the first point of call for all clients’
requests and the section “Contact us” on the Bank’s corporate
website. Concerns raised by stakeholders are monitored
regularly for compliance by the Bank’s Risk and Compliance
Teams and by the Board Risk Management Committee.

Get up to UGX 200M with the 1&M Kwik Cash Salary Loan
and enjoy competitive interest rates and flexible repayment
plans tailored to help you do more.

For inquiries call +256775490814 | +256703085930 or email workplacebank@imbank.co.ug

www.imbankgroup.com/ug

Follow us o o @ o

1&M Bank(Uganda)Limited is regulated by Bank of Uganda and Customer
Deposits are protected by the Deposit Protection Fund of Uganda.
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STATEMENT OF DIRECTORS'
RESPONSIBILITIES

The Bank’s Directors are responsible for the preparation of financial statements that give a true and fair view of 1&M
Bank (Uganda) Limited comprising the statement of financial position as at 31 December 2021, and the statement of
profit or loss and other comprehensive income, changes in equity and 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, The Companies Act, 2012 Laws of Uganda and Financial
Institutions Act 2004 (as amended 2016) Laws of Uganda.

The Directors are also responsible 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, and for
maintaining adequate accounting records and an effective system of risk management.

The Directors have made an assessment of the ability of the Bank to continue as going concern and have no reason
to believe that the business will not be a going concern for at least the next twelve months from the date of this
statement.

The auditor is responsible for reporting on whether the financial statements give a true and fair view in accordance
with the International Financial Reporting Standards, the Financial Institutions Act 2004 (as amended 2016) Laws of
Uganda and Companies Act, 2012 Laws of Uganda.

Approval of the financial statements

The financial statements of 1&M Bank (Uganda) Limited, as identified in the first paragraph, were approved by the
Board of Directors and authorized for issue on 22 March 2022

=y /W/z

Director Secretary
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Certified Public Accountant Tel +256 312 170 080/1

of Uganda Fax +256 414 340 318

3rd Floor, Rwenzori Courts Email info@kpmag.co.ug )
Plot 2 & 4A, Nakasero Road Internet www.kpmg.com/eastafrica
P O Box 3509

Kampala, Uganda
Reg No. AF0026

Independent auditor s repart

TO THE MEMBERS OF &M BANK (UGANDA) LIMITED

Report on the audit of the financial statements

We have audited the financial statements of |&M Bank (Uganda) Limited (“the Bank”) as set out on pages 36
to 132, which comprise the statement of financial position as at 31 December 2021, and the statements of
profit or loss and other comprehensive income, statement of changes in equity and statement of cash flows
for the year then ended, and notes to the financial statements, including a summary of 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
I&M Bank (Uganda) Limited as at 31 December 2021, and of its financial performance and its cash flows for
the year then ended in accordance with International Financial Reporting Standards (IFRSs) and in the
manner required by the Companies Act, 2012 Laws of Uganda and Financial Institutions Act, 2004 (as
amended 2016) Laws of Uganda.

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’ International Code of Ethics for Professional Accountants (including
International Independence Standards) (IESBA Code) together with the ethical requirements that are
relevant to our audit of the financial statements in Uganda, 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 our audit
of the financial statements of the current period. These matters were addressed in the context of our audit of
the financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate
opinion on these matters.

KPMG Uganda is a registered partnership and a member
firm of the KPMG global organization of independent
member firms affiliated with KPMG Intemational Limited, a
private English company limited by guarantee

KPMG is regulated by the Institute of Certified Public
Accountants of Uganda (ICPAU)

Edgar Isingoma
Asad Lukwago
Partners  Stephen Ineget
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TO THE MEMBERS OF 1&M BANK (UGANDA) LIMITED (Continued)

Key audit matters (Continued)

Expected credit losses on loans and advances to customers
Refer to Notes 3d(iii),4, 5(a),6(a),19 and 20(c) of the financial statements

Key audit matter

How the matter was addressed in our audit

Impairment of loans and advances to customers is
considered a Key Audit Matter because the
directors make complex and significant judgments
over both timing of recognition of impairment and
the estimation of the amount of any such
impairment.

The COVID-19 pandemic has affected the
economy and business activities in the country. To
mitigate the impacts of COVID-19, the Bank
launched aid initiatives for customers,
implementing various measures such as,
according penalty-free moratoria and making
financing and liquidity facilities more flexible. All of
these aspects have an impact on the parameters
considered by the Bank when quantifying the
expected credit loss on financial assets such as
macroeconomic variables, customers’ net income,
value of pledged collateral and probability of
default.

The key areas where we identified greater levels
of management judgement and therefore
increased levels of audit focus in the Bank’s
determination of expected credit losses (ECL) are:

Model estimations

Inherently, judgemental modelling is used to
estimate ECLs which involves determining
Probabilities of Default (‘PD’), Loss Given Defauit
(‘LGD’), and Exposures at Default (‘'EAD’) and
ultimately the Expected Credit Loss (ECL).

Economic scenarios

IFRS 9 Financial Instruments requires the Bank to
measure Expected Credit Loss (ECL) on a
forward-looking basis reflecting a range of future
economic conditions. Significant management
judgement is applied to determining the economic
scenarios used and the probability weightings
applied to them and the associated impact on
ECL.

Significant Increase in Credit Risk (‘SICR’)
For the loans to customers, the criteria selected to
identify a significant increase in credit risk is a key

as these criteria determine whether a 12- month or
lifetime expected credit loss is assessed.

area of judgement within the Bank’s ECL calculation

Our audit procedures in this area included:

— Obtaining an understanding of the credit
management processes and performing end to
end process assessments to identify the
controls used in the determination of ECL. This
includes testing the design and operating
effectiveness of the general IT controls in the
ECL process.

— Evaluating the appropriateness of the Bank's
ECL methodologies (including the SICR criteria
used) and assessing the appropriateness of the
Bank's methodology for determining the
economic scenarios by assessing the
qualitative and quantitative factors used in the
staging process.

— Assessing the reasonableness of the
assumptions used in determining probability of
default, loss given default and exposure at
default by comparing them against actual
results and local economic conditions.

— Obtaining a sample and evaluating key inputs
and assumptions impacting ECL calculations to
assess the reasonableness of economic
forecasts, weights and PD assumptions applied,;
key aspects of the Bank's significant increase in
credit risk determinations by involving our
specialists in the reperformance of the
economic forecasts and PDs.

— Assessing the accuracy of the ECL by
recomputing the ECL using management’s
assumptions to determine the consistence of
the methodology adopted by management.

— Assessing the adequacy of disclosures in the
financial statements, especially whether the
disclosures appropriately disclose the key
assumptions and judgements used in
determining the expected credit losses in
accordance with IFRS 7 Financial
Instruments: Disclosures.

TO THE MEMBERS OF 1&M BANK (UGANDA) LIMITED (Continued)

Other matter relating to comprarative information

The financial statements of I&M Bank (Uganda) Limited as at and for the year ended 31 December 2020
were audited by another auditor who expressed an unmodified opinion on those financial statements on 29
April 2021.

Other information

The Directors are responsible for the other information. The other information comprises the information
included in the 1&M Bank (Uganda) Limited Annual Report and Financial Statements for the year ended 31
December 2021, but 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 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, 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.

Directors’ reponsibilities for the financial statements

The Directors are responsible for the preparation of financial statements that give a true and fair view in
accordance with IFRSs and in the manner required by the Financial Institutions Act 2004 (amended in 2016)
Laws of Uganda and Companies Act, 2012 Laws of Uganda, 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.

Auditors’ 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.

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

— Identify and assess the risks of material misstatement of thefinancial 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.

— 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.
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STATEMENT OF PROFIT OR LOSS AND
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TO THE MEMBERS OF 1&M BANK (UGANDA) LIMITED (Continued)

OTHER COMPREHENSIVE INCOME
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Note 2021 2020
Auditors’ responsibilities for the audit of the financial Statements (Continued) Ushs’000 Ushs'000
— Evaluate the appropriateness of accounting policies used and the reasonableness of accounting Interest income 8 47,384,294 49,131,717
estimates and related disclosures made by the Directors.
Interest expense 9 (17,870,594) (17,863,849)
— 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 Net interest income 29,513,700 31,267,868
conditions that may cast significant doubt on the Bank’s ability to continue as a going concern. If we o
conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report to Fee and commission income 10(a) 13,372,647 16,590,990
thg r.elated disclosurc_es in financial statements or, if_ such disclqsures are inadequate, to mod_ify our Fee and commission expense 10(b) (149,907) (14,750)
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 Net fee and commission income 13,222,740 16,576,240
concern.
, _ , . Revenue 42,736,440 47,844,108
— 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 Net trading income 1 7,847,294 6,591,820
manner that achieves fair presentation. .
Other operating income 12 8,547,148 2,539,245
We communicate with the Directors regarding, among other matters, the planned scope and timing of the N L. bef. h . .
audit and significant audit findings, including any significant deficiencies in internal control that we identify et operating income before change in expected credit losses and
during our audit. other credit impairment charges 59,130,882 56,975,173
From the matters communicated with the Directors, we determine those matters that were of most Net impairment losses on financial assets 20(c) (45,254,709) (17,154,083)
significance in the audit of the financial statements of the current period and are therefore the key audit Lo
matters. We describe these matters in our auditor's report unless law or regulation precludes public Net operating income BT 39,821,090
disclosure a_bout the matter or when, in extremely rare circumstances, we determine that a matter should not Staff costs 13(a) (18,349,151) (16,827,647)
be communicated in our report because the adverse consequences of doing so would reasonably be ) )
expected to outweigh the public interest benefits of such communication. Premises and equipment costs 13(b) (6,626,283) (8,454,331)
General administrative expenses 13(c 18,757,683 33,188,026
Report on other legal and regulatory Requirements P © ( ) ( )
Depreciation and amortisation 13(d) (6,592,351) (8,253,340)
As required by the Uganda Companies Act, 2012 Laws of Uganda, we report to you based on our audit, that: .
Operating expenses (50,325,468) (66,723,344)
i.  We have obtained all the information and explanations which to the best of our knowledge and belief, Loss before income tax 14 (36,449,295) (26,902,254)
were necessary for the purposes of the audit; Income tax credit 15(a) 13,611,438 4,209,333

ini have kept b far as appears f
ii. Inour opinion, proper books of account have been kept by the Bank, so far as appears from our Net loss for the year after tax

(22,837,857)

(22,692,921)

examination of those books;

ii. The Bank’s statements of financial position and profit or loss and other comprehensive income are in The notes set out on page 42 to 132 form an integral part of these financial statements.

agreement with the books of account.

The engagement partner responsible for the audit resulting in this independent auditor’s report is CPA Asad

Lukwagos P0365. Note 2021 2020

Ushs’000 Ushs’000

(VA o
Other comprehensive income

k Items that will not be reclassified to profit or loss:
Certified Public Accountants e dd Lukwago Equity stock brokers at fair value (33,555) 30,457
31 Floor, Rwenzori courts ) )
Plot 2 & 4A, Nakasero Road Deferred income tax on fair value 10,067 (9137)
P O Box 3509 Total other comprehensive income for the year (23,488) 21,320

Kampala, Uganda

Total comprehensive income for the year

Basic and diluted earnings per share - (Ushs)

(22,861,345)

(0.17)

(22,671,601)

(0.23)

The notes set out on pages 42 to 132 form an integral part of these financial statements.
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STATEMENT OF FINANCIAL POSITION

ASSETS

Cash and balances with central banks

Deposits and balances due from banking institutions

Loans and advances to customers
Derivative financial assets

Government securities

Financial assets at fair value through profit or loss (FVTPL)

Other assets

Property and equipment
Right of use assets
Intangible assets - software
Investment In subsidiary

Deferred tax asset
TOTAL ASSETS

LIABILITIES AND SHAREHOLDERS' EQUITY
Liabilities

Deposits from banks

Deposits from customers

Other liabilities

Lease liability

Shareholders’ equity
Issued capital
Revaluation reserve
Credit risk reserve
Fair value reserve
Retained losses

Total shareholders’ equity

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY

The financial statements set out on pages 36 to 132 were approved and authorised for issue by the Board of Directors on 22 March

2022 and were signed on its behalf by:

Note

17
18
19
20(2)()
20(b)
20(a)(ii)
26
22
25
23
21
24

27
28
29
30

31(a)

31(b)
31(c)

2021 2020

Ushs ‘000 Ushs ‘000
207,498,145 200,039,898
57,284,074 90,797,648
196,808,135 262,174,814
489,000 439,178
164,996,555 98,101,038
7,547,389 4,075,322
4,146,857 4,249,825
5,353,621 8,659,531
4,267,031 5,392,362
1,773,227 3,043,717

- 465,670

60,227,770 43,114,532
710,391,804 720,553,535
16,827,470 1,844,762
573,714,218 606,528,081
12,046,886 15,496,454
4,415,303 5,810,614
607,003,877 629,679,911
132,000,000 96,750,000
- 1,195,445

- 17,374,585

- 269,969
(28,612,073) (24,716,375)
103,387,927 90,873,624
710,391,804 720,553,535

=V L

Director

Director

Director

Secretary

The notes set out on pages 42 to 132 form an integral part of these financial statements.

STATEMENT OF CHANGES IN EQUITY

FORTHE YEAR ENDED 31 DECEMBER 2021

Total
Ushs'000

Revaluation
reseve
Ushs'000

Fair value
reserve
Ushs’000

Statutory credit
risk reserve

earnings

Retained
Ushs'000

Share capital

Note

2021:

Ushs'000

Ushs'000

90,873,624

1,195,445

269,969

17,374,585

(24,716,375)

96,750,000

At 1January 2021

Total Comprehensive income
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(22,837,858)
(22,837,858)

(22,837,858)
(22,837,858)

Net loss after tax

Total Comprehensive income

Transactions with equity holders

35,250,000

35,250,000

31(a)

Isssue of share capital

Total transactions with equity

holders

35,250,000

35,250,000

Other comprehensive income

Fair value loss on Equity stock brokers

(33,555)

(33,555)

21

Deferred tax - fair value reserve

10,067
(23,488)

10,067
(23,488)

21

Total other comprehensive income

Transfer of fair value reserve to

retained earnings

(246,481)

246,481

21

Transfer of revaluation reserve to

retained earnings

(1,195,445)

1,195,445

36
24

Defferred tax on disposal of assets

and subsidiary

125,649

125,649

31(b)

Transfer of credit risk reserve to

retained earning

(17,374,585)

17,374,585
(28,612,073)

103,387,927

132,000,000

Balance as at 31 December 2021

The notes set out on pages 42 to 132 form an integral part of these financial statements.
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Fair value

Revaluation Statutory credit

Note

2020

Total
Ushs’000

reserve
Ushs'000

risk reserve

Reserve
Ushs’'000

Retained earnings

Share capital

Ushs'000

Ushs’000

Ushs’'000

113,883,841

1,564,041 13,835,877 248,648

1,485,275

96,750,000

At 1 January 2020

Total comprehensive income

(22,692,920)

(22,692,920)

Net loss after tax

Total comprehensive income

(22,692,920)

(22,692,920)

Other comprehensive income

Equity stock brokers at fair value

30,457

30,457

21

Deferred tax - fair value reserve

(9,136)

(9,136)

21

Total other comprehensive income

21,321

21,321

3,538,708

(3,538,708)

Statutory credit risk reserve

Transfer of Excess Depreciation to

Retained Earnings

(29,978)

29,978

Deferred tax - fair value reserve

(338,618)

(338,618)

24

90,873,624

(24,716,375) 1,195,445 17,374,585 269,969

96,750,000

Balance as at 31 December 2020

The notes set out on pages 42 to 132 form an integral part of these financial statement
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STATEMENT OF CASH FLOWS

Note 2021 2020
Ushs’000 Ushs’000
Loss before income tax (36,449,295) (26,902,254)
Adjustments for:
Depreciation on property and equipment 22 1,973,223 3,122,800
Depreciation on right of use asset 25 2,277,576 2,786,216
Amortisation of intangible asset 23 2,341,552 2,344,324
Interest on lease liabilities 30 208,216 636,312
Loss on disposal of leases 181,158 (390,248)
Gain on disposal of subsidiary 12 (55,308) -
(Gain)/loss on sale of property and equipment 12 (7,319,008) 263,956
Effect of exchange rate fluctuations 227,041 211,974
Profit before changes in operating assets and liabilities (36,614,845) (17,926,920)
Changes in:
Cash reserve requirement 2,340,000 5,920,000
Deposits due from banking institutions 33,513,574 30,302,268
Deposits due to banking institutions 14,982,708 (8,575)
Derivative financial assets (49,822) (436,986)
Loans and advances 65,366,679 42,665,292
Government securities (67,347,565) (29,300,312)
Financial assets at FVTPL (3,472,067) 2,961,090
Other assets 102,970 16,172,352
Customer deposits (32,813,863) (67,086,493)
Other liabilities (3,449,568) 77,315
Derivative financial liabilities - (1,747)
(27,441,799) (16,662,716)
Interest paid 30 (208,216) (636,312)
Income taxes paid 15 (3,366,084) (1,615,595)
Net cash flows used in operating activities (31,016,099) (18,914,623)
Financing activities
Payment of lease liabilities 30 (2,262,589) (1,556,160)
Net cash flows used in financing activities (2,262,589) (1,556,160)
Investing activities
Proceeds from issue of shares 31(a) 35,250,000 -
Purchase of property and equipment 22 (3,307,273) (1,572,464)
Proceeds from sale of property and equipment 11,378,975 272,543
Proceeds from sale of subsidiary 487,422 -
Purchase of intangible assets 23 (505,148) (1,352,942)
Net cash flows from /(used) in investing activities 43,303,976 (2,652,863)
Net increase/(decrease) in cash and cash 10,025,288 (23123,646)
Effect of exchange rate fluctuations (227,047) (21,974)
Cash and cash equivalents at start of year 151,879,898 175,215,518
Cash and cash equivalents at the end of the year 17 161,678,145 151,879,898

The notes set out on pages 42 to 132 form an integral part of these financial statements.
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NOTES TO FINANCIAL STATEMENTS
FORTHE YEAR ENDED 31 DECEMBER 2021

1. Reporting Entity
|&M Bank (Uganda) Limited (the ‘Bank’) is incorporated in Uganda under the Companies Act, as a limited liability company, and is
domiciled in Uganda. The address of its registered office is:

Plot 6 & 6A, Kampala Road
P O Box 3072
Kampala

The Bank is licensed and regulated by Bank of Uganda under the Financial Institutions Act 2004 (amended 2016), Laws of Uganda.
For the Companies Act, 2012 Laws of Uganda reporting purposes, the balance sheet is represented by statement of financial
position and the profit and loss account by the statement of profit or loss and other comprehensive income in these financial
statements.

The financial statements for the year ended 31 December 2021 have been approved for issue by the Board.

On 30th April 2021,the bank was acquired by I&M Group who acquired 90 per cent majority shareholding in Orient Bank Uganda
Limited after receiving the necessary approvals from the Central Bank of Kenya, Bank of Uganda, Capital Markets Authority of
Kenya, and the COMESA competition Authority. The bank changed name from Orient Bank Uganda Limited to I&M Bank (Uganda)
Limited on 8th November 2021.

2. Basis of Preparation

a. Statement of Compliance
The Bank’s financial statements for the year 2021 have been prepared in accordance with International Financial Reporting
Standards (IFRSs) and in the manner required by the Companies Act 2012, Laws of Uganda. Additional information required by
the regulatory bodies is included where appropriate. Details of the significant accounting policies are included in Note 3.

b. Basis of Measurement
These financial statements have been prepared under the historical cost basis of accounting except for the financial assets
classified as fair value through profit or loss (FVTPL) and fair value through other comprehensive income (FVOCI) which are
measured at fair value.

c. Functional and Presentation Currency
The financial statements are presented in Uganda Shillings (Ushs), which also is the Bank’s functional currency. All financial
information presented in Ushs has been rounded to the nearest thousand (Ushs’000) except where otherwise stated.

d. Use of Estimates and Judgments
In preparing these financial statements, management has 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 on-going basis. Revisions to estimates are recognised prospectively.

In particular information about significant areas of estimation uncertainty and critical judgements in applying accounting
policies that have the most significant effect on the amount recognised in the financial statements are described in Note 6.

3. Significant Accounting Policies
Tprincipal accounting policies adopted in the preparation of these financial statements are set out below:
a. Basis of Deconsolidation

i. Loss of control
When the group loses control over a subsidiary, it derecognises the assets and liabilities of the subsidiary, and any related
non-controlling interest (NCI) and other components of equity. Any resulting gain or loss is recognised in profit or loss. Any
interest retained in the former subsidiary is measured at fair value when control is lost.

b. Income Recognition

Net interest income:

Effective interest rate and amortised cost

Interest income and expense are recognised in profit or loss using the effective interest method. The ‘effective interest rate
is the rate that exactly discounts estimated future cash payments or receipts through the expected life of the financial
instrument to:

- the gross carrying amount of the financial asset; or

- the amortised cost of the financial liability.

)

When calculating the effective interest rate for financial instruments other than credit-impaired assets, the Bank estimates
future cash flows considering all contractual terms of the financial instrument, but not expected credit losses. For credit-
impaired financial assets, a credit-adjusted effective interest rate is calculated using estimated future cash flows including
expected credit losses.

The calculation of the effective interest rate includes transaction costs and fees at points paid or received that are an
integral part of the effective interest rate. Transaction costs include incremental costs that are directly attributable to the
acquisition or issue of a financial asset or financial liability.

Amortised Cost and Gross Carrying Amount

The ‘amortised cost’ of a financial asset or financial liability is the amount at which the financial asset or financial liability
is measured on initial recognition minus the principal repayments, plus or minus the cumulative amortisation using the
effective interest method of any difference between that initial amount and the maturity amount and, for financial assets,
adjusted for any expected credit loss allowance.

The ‘gross carrying amount of a financial asset’ is the amortised cost of a financial asset before adjusting for any expected
credit loss allowance.

Calculation of Interest Income and Expense
In calculating interest income and expense, the effective interest rate is applied to the gross carrying amount of the asset
(when the asset is not credit-impaired) or to the amortised cost of the liability.

However, for financial assets that have become credit-impaired subsequent to initial recognition, interest income is
calculated by applying the effective interest rate to the amortised cost of the financial asset. If the asset is no longer credit-
impaired, then the calculation of interest income reverts to the gross basis.

For financial assets that were credit-impaired on initial recognition, interest income is calculated by applying the credit-
adjusted effective interest rate to the amortised cost of the asset. The calculation of interest income does not revert to a
gross basis, even if the credit risk of the asset improves.

For information on when financial assets are credit-impaired, see Note 3(d)(iii).

Presentation
Interest income and expense presented in the statement of profit or loss and other comprehensive income (OCI) include:
- interest on financial assets and financial liabilities measured at amortised cost calculated on an effective interest basis;

Interest income and expense on 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.

Interest income and expense on other financial assets and financial liabilities at FVTPL are presented in net income from
other financial instruments at FVTPL.

. Net fee and Commission Income

Fee and commission income and expenses that are integral to the effective interest rate of a financial asset or liability are
included in the measurement of the effective interest rate.

Other fee and commission income (including account servicing fees, sales commission, placement fees and syndication
fees) are recognised overtime as the related services are performed. If a loan commitment is not expected to result in the
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draw-down of a loan, then the related loan commitment fee is recognised on a straight-line basis over the commitment
period.

A contract with a customer that results in a recognised financial instrument in the Bank’s financial statements may be
partially in the scope of IFRS 9 and partially in the scope of IFRS 15. If this is the case, then the Bank first applies IFRS 9 to
separate and measure the part of the contract that is in the scope of IFRS 9 and then applies IFRS 15 to the residual.

Other fee and commission expenses relate mainly to transaction and service fees, which are recognised at a point in time as
the service is performed.

iii. Net trading income and net income on financial assets at fair value through profit or loss
Net trading income and net income on financial assets at fair value through profit or loss comprises gains less losses related

to trading assets and liabilities, and includes all fair value changes, interest, dividends and foreign exchange differences

iv. Other operating income
Other operating income comprises recoveries from written off loans, gain from the disposal of the subsidiary and gain on
disposal of property and equipment.

c. Income tax expense

Income tax expense comprises current tax and change in deferred tax. Income tax expense is recognised in profit or loss except
to the extent that it relates to items recognised directly in equity or other comprehensive income, in which case it is recognised
in equity or in other comprehensive income.

Current tax is the expected tax payable or receivable on the taxable income for the year using tax rates enacted or substantively
enacted at the reporting date, and any adjustment to tax payable in respect of previous years.

Deferred tax is recognised on all temporary differences between the carrying amounts of assets and liabilities for financial
reporting purposes and the amounts used for taxation purposes, except for:

+ Temporary differences relating to the initial recognition of assets or liabilities in a transaction that is not a business
combination and which affects neither accounting nor taxable profit

« Temporary differences related to investments in subsidiaries to the extent that it is probable that they will not reverse in the
foreseeable future; and

+ Taxable temporary differences arising on the initial recognition of goodwill.

Deferred tax is measured at the tax rates that are expected to be applied to the temporary differences when they reverse, based
on the laws that have been enacted or substantively enacted by the reporting date. A deferred tax asset is recognised only to the
extent that it is probable that future taxable profits will be available against which the asset can be utilised.

A deferred tax asset is recognised for unused tax losses, 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 utilised. 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 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 assets and liabilities on a net basis or their tax assets and liabilities will be realized
simultaneously.

d. Financial assets and financial liabilities

i. Recognition
The Bank initially recognises loans and advances, receivables, deposits and debt securities on the date at which they are
originated. All other financial assets and liabilities (including assets designated at fair value through profit or loss) are
initially recognised on the trade date on which the Bank becomes a party to the contractual provision of the instrument.

A financial asset (unless it is a trade receivable without a significant financing component) or liability is initially measured at
fair value plus (for an item not subsequently measured at fair value through profit or loss) transaction costs that are directly
attributable to its acquisition or issue. Subsequent to initial recognition, financial liabilities (deposits and debt securities) are
measured at their amortized cost using the effective interest method.

ii. Classification

On initial recognition, a financial asset is classified as measured at: amortised cost, FVOCI or FVTPL.

A financial asset is measured at amortised cost if it meets both of the following conditions and is not designated as at
FVTPL:

+ the asset is held within a business model whose objective is to hold assets to collect contractual cash flows; and

+ the contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of principal
and interest on the principal amount outstanding.

A debt instrument is measured at FVOCI only if it meets both of the following conditions and is not designated as at FVTPL:

+ the asset is held within a business model whose objective is achieved by both collecting contractual cash flows and
selling financial assets; and

+ the contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of principal
and interest on the principal amount outstanding.

On initial recognition of an equity investment that is not held for trading, the Bank may irrevocably elect to present
subsequent changes in fair value in OCI. This election is made on an investment-by-investment basis.

All other financial assets are classified as measured at FVTPL.

In addition, on initial recognition, the Bank may irrevocably designate a financial asset that otherwise meets the
requirements to be measured at amortised cost or at FVOCI as at FVTPL if doing so eliminates or significantly reduces an
accounting mismatch that would otherwise arise.

Business model assessment

The Bank makes an assessment of the objective of a business model in which an asset is held at a portfolio level because
this best reflects the way the business is managed and information is provided to management. The information considered
includes:

+ the stated policies and objectives for the portfolio and the operation of those policies in practice. In particular, whether
management’s strategy focuses on earning contractual interest revenue, maintaining a particular interest rate profile,
matching the duration of the financial assets to the duration of the liabilities that are funding those assets or realising
cash flows through the sale of the assets;

+ how the performance of the portfolio is evaluated and reported to the Bank’s management;

+ the risks that affect the performance of the business model (and the financial assets held within that business model)
and how those risks are managed;

+ how managers of the business are compensated — e.g. whether compensation is based on the fair value of the assets
managed or the contractual cash flows collected; and

+ the frequency, volume and timing of sales in prior periods, the reasons for such sales and its expectations about
future sales activity. However, information about sales activity is not considered in isolation, but as part of an overall
assessment of how the Bank’s stated objective for managing the financial assets is achieved and how cash flows are
realised.

Financial assets that are held for trading or managed and whose performance is evaluated on a fair value basis are measured
at FVTPL because they are neither held to collect contractual cash flows nor held both to collect contractual cash flows and
to sell financial assets.

For the purposes of this assessment, ‘principal’ is defined as the fair value of the financial asset on initial recognition.
‘Interest’ is defined as consideration for the time value of money and for the credit risk associated with the principal
amount outstanding during a particular period of time and for other basic lending risks and costs (e.g. liquidity risk and
administrative costs), as well as profit margin.

In assessing whether the contractual cash flows are solely payments of principal and interest, the Bank considers the
contractual terms of the instrument. This includes assessing whether the financial asset contains a contractual term that
could change the timing or amount of contractual cash flows such that it would not meet this condition. In making the
assessment, the Bank considers;

+ contingent events that would change the amount and timing of cash flows;
+ prepayment and extension terms;
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+ terms that limit the Bank’s claim to cash flows from specified assets (e.g. non-recourse asset arrangements); and
« features that modify consideration of the time value of money - e.g. periodical reset of interest rates.

The Bank holds a portfolio of long-term fixed rate loans for which the Bank has the option to propose to revise the interest
rate at periodic reset dates. These reset rights are limited to the market rate at the time of revision. The borrowers have an
option to either accept the revised rate or redeem the loan at par without penalty.

The Bank has determined that the contractual cash flows of these loans are solely payments of principal and interest
because the option varies the interest rate in a way that is consideration for the time value of money, credit risk, other basic
lending risks and costs associated with the principal amount outstanding.

Debt instruments measured at amortised cost

Debt instruments are measured at amortized cost if they are held within a business model whose objective is to hold for
collection of contractual cash flows where those cash flows represent solely payments of principal and interest. After initial
measurement, debt instruments in this category are carried at amortized cost. Interest income on these instruments is
recognized in interest income using the effective interest rate method. The effective interest rate is the rate that discounts
estimated future cash payments or receipts through the expected life of the financial asset to the gross carrying amount of
a financial asset. Amortized cost is calculated by taking into account any discount or premium on acquisition, transaction
costs and fees that are an integral part of the effective interest rate. Impairment on debt instruments measured at
amortized cost is calculated using the expected credit loss approach. Loans and debt securities measured at amortized cost
are presented net of the allowance for credit losses (ACL) in the statement of financial position.

Debt instruments measured at FVOCI

Debt instruments are measured at FVOCI if they are held within a business model whose objective is to hold for collection
of contractual cash flows and for selling financial assets, where the assets’ cash flows represent payments that are solely
payments of principal and interest. Subsequent to initial recognition, unrealized gains and losses on debt instruments
measured at FVOCI are recorded in other comprehensive income (OCI), unless the instrument is designated in a fair value
hedge relationship. When designated in a fair value hedge relationship, any changes in fair value due to changes in the
hedged risk are recognized in non-interest income in the Statement of profit or loss and other comprehensive income.

Upon derecognition, realized gains and losses are reclassified from OCI and recorded in non-interest income in the
Statement of Profit or Loss and other comprehensive Income on an average cost basis. Foreign exchange gains and losses
that relate to the amortized cost of the debt instrument are recognized in the statement of profit or loss and other
comprehensive income.

Premiums, discounts and related transaction costs are amortized over the expected life of the instrument to Interest
income in the statement of profit or loss and other comprehensive income using the effective interest rate method.

Impairment on debt instruments measured at FVOCI is calculated using the expected credit loss approach. The ECL on debt
instruments measured at FVOCI does not reduce the carrying amount of the asset in the statement of financial position,
which remains at its fair value. Instead, an amount equal to the allowance that would arise if the assets were measured at
amortised cost is recognised in OCI with a corresponding charge to provision for credit losses in the statement of profit or
loss and other comprehensive income. The accumulated allowance recognised in OCl is recycled to the statement of profit
or loss and other comprehensive income upon derecognition of the debt instrument.

Debt instruments measured at FVTPL
Debt instruments are measured at FVTPL if assets:

i. Are held for trading purposes;
ii. Are held as part of a portfolio managed on a fair value basis; or
iii. Whose cash flows do not represent payments that are solely payments of principal and interest.

These instruments are measured at fair value in the statement of financial position, with transaction costs recognized
immediately in the statement of profit or loss and other comprehensive income as part of non-interest income. Realized
and unrealized gains and losses are recognized as part of non-interest income in the statement of profit or loss and other
comprehensive income.

Financial assets classified in this category are those that have been designated by the Bank upon initial recognition, and
once designated, the designation is irrevocable. The FVTPL designation is available only for those financial assets for which a
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reliable estimate of fair value can be obtained.

Financial assets are designated at FVTPL if doing so eliminates or significantly reduces an accounting mismatch which would
otherwise arise.

Financial assets designated at FVTPL are recorded in the statement of financial position at fair value. Changes in fair value
are recognized in non-interest income in the statement of profit or loss.

Reclassifications
Financial assets are not reclassified subsequent to their initial recognition, except in the period after the Bank changes its
business model for managing financial assets.

Financial liabilities
The Bank classifies its financial liabilities, other than financial guarantees and loan commitments, as measured at amortised.

.Impairment on financial assets

The Bank recognises loss allowances for Expected Credit Losses (ECL) on the following financial instruments that are not
measured at FVTPL:

+ financial assets (amortised cost and FVOCI) including debt instruments, loans and advances and trade receivables from
Bancassurance.

« financial guarantee contracts issued; and
+ loan commitments issued.

The Bank measures loss allowances at an amount equal to lifetime ECL, except for the following, for which they are
measured as 12-month ECL:

+ debt investment securities that are determined to have low credit risk at the reporting date i.e. balances held with central
banks, domestic government bills and bonds, and loans and advances to banks; and

+ other financial instruments (other than lease receivables) on which credit risk (i.e. the risk of default occurring over the
expected life of the financial instrument) has not increased significantly since their initial recognition i.e. stage 1 (see
Note 5(a)).

Loss allowances for trade receivables (bancassurance) are always measured at an amount equal to lifetime ECL.

When determining whether the credit risk of a financial asset has increased significantly since initial recognition and when
estimating ECLs, 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’s historical
experience and informed credit assessment and including forward-looking information.

The Bank assumes that the credit risk on a financial asset has increased significantly if it is more than 30 days past due.
The Bank considers a financial asset to be in default when:

+ 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); or

+ the financial asset is more than 90 days past due.

The Bank considers a debt security to have low credit risk when their credit risk rating is equivalent to the globally
understood definition of ‘investment grade’.

12-month ECL are the portion of ECL that result from default events on a financial instrument that are possible within the
12 months after the reporting date. Financial instruments for which a 12-month ECL is recognised are referred to as ‘Stage 1
financial instruments’.

Life-time ECL are the ECL that result from all possible default events over the expected life of the financial instrument.
Financial instruments for which a lifetime ECL is recognised but which are not credit-impaired are referred to as ‘Stage 2
financial instruments’.

Significant Increase in Credit Risk (SICR)
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At each reporting date, the Bank performs both qualitative and quantitative assessments whether there has been a
significant increase in credit risk for exposures since initial recognition by comparing the risk of default occurring over the
remaining expected life from the reporting date and the date of initial recognition. The assessment considers borrower-
specific quantitative and qualitative information without consideration of collateral, and the impact of forward-looking
macroeconomic factors.

The common assessments for SICR is largely determined by the Prudential Guidelines classification augmented by
macroeconomic outlook, management judgement, and delinquency and monitoring.

Quantitative models may not always be able to capture all reasonable and supportable information that may indicate a
significant increase in credit risk. Qualitative factors may be assessed to supplement the gap. Examples of situations include
a significant departure from the primary source of repayment, changes in adjudication criteria for a particular group of
borrowers; changes in portfolio composition; and legislative changes impacting certain portfolios.

With regards to delinquency and monitoring, there is a rebuttable presumption that delinquency backstop when
contractual payments are more than 30 days past due.

Measurement of ECL
ECL are a probability-weighted estimate of credit losses. They are measured as follows:

+ financial assets that are not credit-impaired at the reporting date(stage 1and 2): as the present value of all cash shortfalls
(i.e. the difference between the cash flows due to the entity in accordance with the contract and the cash flows that the
Bank expects to receive);

+ financial assets that are credit-impaired at the reporting date (stage 3): as the difference between the gross carrying
amount and the present value of estimated future cash flows;

+ undrawn loan commitments: as the present value of the difference between the contractual cash flows that are due to
the Bank if the commitment is drawn down and the cash flows that the Bank expects to receive; and

« financial guarantee contracts: the expected payments to reimburse the holder less any amounts that the Bank expects to
recover. See also Note 5(a).

Restructured financial assets

If the terms of a financial asset are renegotiated or modified or an existing financial asset is replaced with a new one due to
financial difficulties of the borrower, then an assessment is made of whether the financial asset should be derecognised (see
Note 3(d)(iv)) and ECL are measured as follows.

If the expected restructuring will not result in derecognition of the existing asset, then the expected cash flows arising from
the modified financial asset are included in calculating the cash shortfalls from the existing asset.

If the expected restructuring will result in derecognition of the existing asset, then the expected fair value of the new asset
is treated as the final cash flow from the existing financial asset at the time of its derecognition. This amount is included in
calculating the cash shortfalls from the existing financial asset that are discounted from the expected date of derecognition
to the reporting date using the original effective interest rate of the existing financial asset.

At each reporting date, the Bank assesses whether financial assets carried at amortised cost and debt financial assets
carried at FVOCI are credit-impaired (referred to as stage 3 financial assets). A financial asset is ‘credit-impaired’ when one
or more events that have a detrimental impact on the estimated future cash flows of the financial asset have occurred.

Credit-impaired financial assets
Evidence that a financial asset is credit-impaired includes the following observable data:

« significant financial difficulty of the borrower or issuer;

+ abreach of contract such as a default or past due event;

« the restructuring of a loan or advance by the Bank on terms that the Bank would not consider otherwise;
+ itis becoming probable that the borrower will enter bankruptcy or other financial reorganisation; and

+ the disappearance of an active market for a security because of financial difficulties.

A loan that is overdue for 90 days or more is considered impaired. In addition, a loan that has been renegotiated due to a
deterioration in the borrower’s condition is usually considered to be credit-impaired unless there is evidence that the risk of
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not receiving contractual cash flows has reduced significantly and there are no other indicators of impairment.

Credit impaired financial assets as per regulatory requirements
The financial institutions (Credit Classification and Provisioning Regulations),2005 classifies financial assets into the
following categories.

+ Normal Risk (Pass); where the financial condition of the borrower is sound; and there is adequate documentation to
support the granting of credit, such as current financial statements, cash flows, credit checks and evaluation report on
collateral held. if the account is supported by collateral, the collateral should be unimpaired.

» Watch (Special Mention); a credit facility which is currently up to date, but evidence suggests that certain factors could,
in the future, affect the borrower’s ability to service the account properly or impair the collateral. A credit facility which
may deteriorate because of current market conditions affecting the sector or industry; or renegotiated credit facility
which is up-to date in repayments and adequately secured for a minimum of one year after rescheduling and during
which period there would have been no inherent weaknesses affecting repayment.

+ Substandard; credit facilities display well-defined credit weaknesses that jeopardize the liquidation of the debt such as
inadequate cash flow to service the debt, undercapitalized or insufficient working capital, absence of adequate financial
information or security documentation and irregular payment of principal or interest; or credit facilities that are not
protected by the current sound net worth and paying capacity of the borrower.

» Doubtful; where the collection of the debt in full is highly questionable or improbable; or credit facilities which, in
addition to the weaknesses existing in substandard credits, have deteriorated to the extent that full repayment is unlikely
or that realizable security values will be insufficient to cover the financial institution’s exposure.

* Loss: credit facilities that are considered un-correctable or which may have some recovery value, but it is not considered
practicable nor desirable to defer write-off (even though partial recovery may be effected in the future); an account
classified as Doubtful with little or no improvement over the period it has been classified as such;

The regulation requires financial institutions to maintain specific provisions for all non-performing credit facilities. All credit
facilities classified as substandard, doubtful or loss are subjected to specific provisions regardless of whether the subjective
or objective criteria were used in degerming the classification.

Specific provisioning
Specific provisions for substandard assets are maiantained at not less than 20% of the outstanding balance of the credit
facility.

Specific provisions for doubtful assets are maintained at not less than 50% of the outstanding balance of the credit facility.

Specific provisions of loss assets are maintained at 100% of the outstanding balance of the credit facility; the loss assets are
written off against accumulated provisions within ninety days of being identified as loss, unless approval of the Central Bank
to defer write-off has been obtained.

The outstanding balance consists of principal, interest which has been capitalized and all other charges, fees and other
amounts, which have been capitalized to the outstanding balance; interest in suspense may be deducted from the
outstanding balance before determining the provisions.

General provisioning
In addition to specific provisions, financial institutions are required to maintain a general provision of at least 1% of their
total outstanding credit facilities net of specific provisions and interest in suspense.

Where impairment losses required by legislation or regulations exceed those computed under International Financial
Reporting Standards (IFRSs), the excess is recognised as a statutory reserve and accounted for as an appropriation of
retained profits and the reverse for reductions. These reserves are not distributable. This is disclosed in the statement of
changes in equity appearing on pages 39-40.

Government securities (debt instruments)
In making an assessment of whether an investment in sovereign debt (government bills and bonds, balances due from
central banks) is credit-impaired, the Bank considers the following factors;

i. The country’s ability to access own local capital markets for new debt issuance;
ii. Presentation of allowance for ECL in the statement of financial position
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iii. The respective government ability to maintain sovereignty on its currency; and

iv. The intentions and capacity, reflected in public statements, of governments and agencies honor these commitments.

Loss allowances for ECL are presented in the statement of financial position as follows:

financial assets measured at amortised cost: as a deduction from the gross carrying amount of the assets;
loan commitments and financial guarantee contracts: generally, as a provision;

where a financial instrument includes both a drawn and an undrawn component, and the Bank cannot identify the ECL
on the loan commitment component separately from those on the drawn component: the Bank presents a combined
loss allowance for both components. The combined amount is presented as a deduction from the gross carrying amount
of the drawn component. Any excess of the loss allowance over the gross amount of the drawn component is presented
as a provision; and

debt instruments measured at FVOCI: no loss allowance is recognised in the statement of financial position because the
carrying amount of these assets is their fair value. However, the loss allowance is disclosed and is recognised in the fair
value reserve.

Write-off
Financial assets at both amortised and FVOCI are written off (either partially or in full) when there is no realistic prospect of
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ii. Modifications of financial assets and financial liabilities
Financial assets.
If the terms of a financial asset are modified, the Bank evaluates whether the cash flows of the modified asset are
substantially different. If the cash flows are substantially different, then the contractual rights to cash flows from the
original financial asset are deemed to have expired. In this case, the original financial asset is derecognised and a new
financial asset is recognised at fair value.

If the cash flows of the modified asset carried at amortised cost are not substantially different, then the modification
does not result in derecognition of the financial asset. In this case, the Bank recalculates the gross carrying amount of the
financial asset and recognises the amount arising from adjusting the gross carrying amount as a modification gain or loss
in profit or loss. If such a modification is carried out because of financial difficulties of the borrower, then the gain or loss
is presented together with impairment losses. In other cases, it is presented as interest income.

The impact of modifications of financial assets on the expected credit loss calculation is discussed in note 5(a)(v).

Financial liabilities

The Bank derecognises a financial liability when its terms are modified and the cash flows of the modified liability are
substantially different. In this case, a new financial liability based on the modified terms is recognised at fair value.
The difference between the carrying amount of the financial liability extinguished and the new financial liability with

recovery. This is generally the case when the Bank determines that the borrower does not have assets or sources of income
that could generate sufficient cash flows to repay the amounts subject to the write-off. However, financial assets that are . . . . o
written off could still be subject to enforcement activities in order to comply with the Bank’s procedures for recovery of iii. Offsetting of financial assets and financial liabilities

modified terms is recognised in profit or loss.

amounts due.

De-recognition

Financial assets

The Bank derecognises 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 of the risks and
rewards of ownership of the financial asset are transferred or in which the Bank neither transfers nor retains substantially
all of the risks and rewards of ownership and it does not retain control of the financial asset.

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 derecognised) 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 OCI

is recognised in profit or loss.Any cumulative gain/loss recognised in OCl in respect of equity investment securities
designated as at FVOCI is not recognised in profit or loss on derecognition of such securities. Any interest in transferred
financial assets that qualify for derecognition that is created or retained by the Bank is recognised 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. In such cases, the
transferred assets are not derecognised. Examples of such transactions are securities lending and sale-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 sale-and-repurchase transactions, because the
Bank retains all or substantially all of the risks and rewards of ownership of such assets.

In transactions in which the Bank neither retains nor transfers substantially all of 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 derecognised if it meets the derecognition criteria. An asset or liability is recognised for the servicing contract if
the servicing fee is more than adequate (asset) or is less than adequate (liability) for performing the servicing.

Financial liabilities
The Bank derecognises a financial liability when its contractual obligations are discharged or cancelled, or expire.

Financial assets and financial liabilities are offset and the net amount reported in the statement of financial position
when there is a legally enforceable right to offset the recognized amounts and there is an intention 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.

e. 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.

If there is no quoted price in an active market, then the Bank uses valuation techniques that maximise the use of relevant
observable inputs and minimise 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.

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. If 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 recognised 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 liability measure 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.

Portfolio 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 net exposure to either market or credit risk are measure 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.
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The Bank measure 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 in 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.

f. Cash and cash equivalents

For the purpose of presentation in the statement of cash flows in the financial statements, cash and cash equivalents’ include
notes and coins on hand, unrestricted balances held with central banks and highly liquid financial assets with original maturities
of three months or less from the date of acquisition 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.

. Property and equipment
Items of property and equipment are measured at cost or valuation less accumulated depreciation and accumulated impairment
losses. Cost includes expenditure that is directly attributable to the asset.

Subsequent expenditure is capitalised only when it is probable that future economic benefits of the expenditure will flow to the
Bank. On-going repairs and maintenance are expensed as incurred.

Depreciation is charged on a straight line basis to allocate the cost of each asset, to its residual value over its estimated useful
life as follows:

Buildings 7%

Leasehold improvements Shorter of useful lives and lease terms
Furniture, Fixtures, Strong room & Safes 12.5%

Office Equipment 20.0%

Motor vehicles 25.0%

Computer Equipment, ATM, POS & SWIFT 33.3%

Depreciation is recognised in profit or loss. The assets’ residual values and useful lives are reviewed and adjusted as appropriate,
at each reporting date.

Any gains or losses on disposal of property and equipment (calculated as the difference between the net proceeds from disposal
and the carrying amount of the item) is recognised in other income in profit or loss.

. Intangible assets

Computer software

The costs incurred to acquire and bring to use specific computer software licences are capitalised. Software is measure at cost
less accumulated amortisation and accumulated impairment. The costs are amortised on a straight line basis over the expected
useful lives, from the date it is available for use, not exceeding five years. Costs associated with maintaining software are
recognised as an expense as incurred.

Amortisation methods, residual values and useful lives are reviewed and adjusted as appropriate, at each reporting date.

Leases
At inception of a contract, the Bank assesses whether a contract is, or contains, a lease. A contract is, or contains, a lease if the
contract conveys the right to control the use of an identified asset for a period of time in exchange for consideration. To assess

whether a contract conveys the right to control the use of an identified asset, the Bank uses the definition of a lease in IFRS 16.

Bank acting as a lessee

At commencement or on modification of a contract that contains a lease component, the Bank allocates consideration in

the contract to each lease component on the basis of its relative standalone price. However, for leases of branches and office
premises the Bank has elected not to separate non-lease components and accounts for the lease and non-lease components as
a single lease component.

The Bank recognises a right-of-use asset and a lease liability at the lease commencement date. The right-of-use asset is
initially measured at cost, which comprises the initial amount of the lease liability adjusted for any lease payments made at or
before the commencement date, plus any initial direct costs incurred and an estimate of costs to dismantle and remove any
improvements made to branches or office premises.

The right-of-use asset is subsequently depreciated using the straight-line method from the commencement date to the end of
the lease term. In addition, the right-of-use asset is periodically reduced by impairment losses, if any, 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 Bank determines its incremental borrowing rate by analysing its borrowings from various external sources and makes
certain adjustments to reflect the terms of the lease and type of asset leased.

Lease payments included in the measurement of the lease liability comprise the following:

« fixed payments, including in-substance fixed payments;

+ variable lease payments that depend on an index or a rate, initially measured using the index or rate as at the
commencement date;
amounts expected to be payable under a residual value guarantee; and

+ the exercise price under a purchase option that the Bank is reasonably certain to exercise, lease payments in an optional
renewal period if the Bank is reasonably certain to exercise an extension option, and penalties for early termination of a
lease unless the Bank is reasonably certain not to terminate early.

The lease liability is measured at amortised cost using the effective interest method. It is remeasured when there is a change
in future lease payments arising from a change in an index or rate, if there is a change in the Bank’s estimate of the amount
expected to be payable under a residual value guarantee, if the Bank changes its assessment of whether it will exercise a
purchase, extension or termination option or if there is a revised in-substance fixed lease payment.

When the lease liability is remeasured in this way, a corresponding adjustment is made to the carrying amount of the right-of-
use asset, or is recorded in profit or loss if the carrying amount of the right-of-use asset has been reduced to zero.

The Bank presents right-of-use assets in ‘property and equipment’ and lease liabilities in ‘other liabilities’ in the statement of
financial position.

Bank acting as a lessor
When the Bank acts as a lessor, it determines at lease inception whether the lease is a finance lease or an operating lease.

To classify each lease, the Bank makes an overall assessment of whether the lease transfers substantially all of the risks and
rewards incidental to ownership of the underlying asset. If this is the case, then the lease is a finance lease; if not, then it is an
operating lease. As part of this assessment, the Bank considers certain indicators such as whether the lease is for the major part
of the economic life of the asset.

The Bank applies the derecognition and impairment requirements in IFRS 9 to the net investment in the lease. The Bank further
regularly reviews estimated unguaranteed residual values used in calculating the gross investment in the lease.

Short-term leases and leases of low-value assets
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The Bank has elected not to recognise right-of-use assets and lease liabilities for leases of low-value assets and short-term
leases, including leases of IT equipment. The Bank recognises the lease payments associated with these leases as an expense on
a straight-line basis over the lease term.

Determination of the incremental borrowing rate
The Bank determines the rate of interest that it would have to pay to borrow over a similar term, and with a similar security, the
funds necessary to obtain an asset of a similar value to the rightofuse asset in a similar economic environment.

Lease extension and termination

Extension and termination options are included in a number of property and equipment leases across the Group. In determining
the lease term, management considers all facts and circumstances that create an economic incentive to exercise an extension
option, or not exercise a termination option. Extension options (or periods after termination options) are only included in the
lease term if the lease is reasonably certain to be extended (or not terminated). The assessment is reviewed if a significant event
or a significant change in circumstances occurs which affects this assessment and that is within the control of the lessee.

Impairment of non-financial assets

The carrying amounts of the Bank’s non-financial assets, other than deferred tax assets, are reviewed at each reporting date to
determine whether there is any indication of impairment. If any such indication exists then the asset’s recoverable amount is
estimated.

An impairment loss is recognised if the carrying amount of an asset or its cash-generating unit exceeds its recoverable amount.
A cash-generating unit is the smallest identifiable asset group that generates cash flows that largely are independent from
other assets and group. Impairment losses are recognised in the profit or loss. Impairment losses recognised in respect of cash-
generating units are allocated first to reduce the carrying amount of any goodwill allocated to the units and then to reduce the
carrying amount of the other assets in the unit (group of units) on a pro-rata basis.

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.

. Derivative financial instruments

The Bank uses financial instruments to hedge its exposure to foreign exchange and interest rate risks arising from operational,
financing and investment activities.

Derivative financial instruments are recognised initially at fair value on the date the derivative contract is entered into.
Subsequent to initial recognition, derivative financial instruments are stated at fair value.

The fair value of forward exchange contracts is the amount of the mark to market adjustment at the reporting date.
Employee benefits

i. Defined contribution plan
The majority of the Bank’s employees are eligible for retirement benefits under a defined contribution plan.

The assets of the defined contribution scheme are held in a separate trustee administered guaranteed scheme managed by
an insurance company. Retirement plans are funded by contributions from the employees and the respective entities. The
Bank’s contributions are recognised in profit or loss in the year to which they relate.

The Bank also contributes to various national social security funds in the countries it operates. Contributions are
determined by local statute and the Bank’s contributions are charged to the income statement in the year to which they
relate.

ii. Leave accrual
The monetary value of the unutilised leave by staff as at year end is recognised within accruals and the movement in the
year is debited/credited to the profit or loss.

m.Share capital and share issue costs

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

. Earnings per share

Earnings per share are calculated based on the profit attributable to owners of the company divided by the number of ordinary
shares. Diluted earnings per share are computed using the weighted average number of equity shares and dilutive potential
ordinary shares outstanding during the year.

. Dividends

Dividends are charged to equity in the period in which they are declared. Proposed dividends are not accrued until they have
been ratified at the Annual General Meeting.

. Contingent liabilities

Letters of credit, acceptances and guarantees are not recognised and are disclosed as contingent liabilities. Estimates of the
outcome and the financial effect of contingent liabilities is made by management based on the information available up to the
date the financial statements are approved for issue by the directors. Any expected loss is charged to profit or loss.

. Provisions

Provisions are recognised when the Bank has a present legal or constructive obligation as a result of past events, it is probable
that an outflow of resources will be required to settle the obligation and the amount has been reliably estimated. Restructuring
provisions comprise lease termination penalties and employee termination payments. Provisions are not recognised for future
operating losses.

. Fiduciary activities

The Bank commonly acts as Trustee and in other fiduciary capacities that result in the holding or placing of assets on behalf of
individuals, trusts, retirement benefits plans and institutions. These assets and income arising thereon are excluded from these
financial statements, as they are not assets of the Bank.

. Comparative information

Where necessary, comparative figures have been adjusted to conform with changes in presentation in the current year.

. Non-current assets held for sale

Non-current assets are expected to be recovered primarily through sale rather than through continuing use, are classified as
held for sale. Immediately before classification as held for sale, the assets, or components of a disposal, are re-measured in
accordance with the Bank’s accounting policies. Thereafter, generally the assets, or disposal, are measured at the lower of their
carrying amount and fair value less cost to sell. For non-financial assets, fair value takes into account the highest and best use
either on a standalone basis or in combination with other assets or other assets and liabilities.

Any impairment loss on a disposal is first allocated to goodwill, and then to remaining assets and liabilities on pro rata basis,
except that no loss is allocated to financial assets, deferred tax assets and employee benefit assets which continue to be
measured in accordance with the Bank’s accounting policies. Impairment losses on initial classification as held for sale and
subsequent gains or losses on re-measurement are recognised in profit or loss. Gains are not recognised in excess of any
cumulative impairment loss.

. New standards, amendments and interpretations

i. New standards, amendments and interpretations effective and adopted during the year
The Bank has adopted the following new standards and amendments during the year ended 31 December 2021, including
consequential amendments to other standards with the date of initial application by the Bank being 1 January 2021. The
nature and effects of the changes are as explained here in.

Effective for annual period

New standards or amendments ..
beginning or after

Covid-19-Related Rent Concessions beyond 30 June

2021 (Amendment to IFRS 16) 1 April 2021

Interest Rate Benchmark Reform-Phase 2(Amendments

to IFRS 9, IAS 39 and IFRS 7,IFRS 4 and IFRS 16 TJanuary 2021

* |IFRS 3 Definition of a Business
With a broad business definition, determining whether a transaction results in an asset or a business acquisition has long
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been a challenging but important area of judgement. These amendments to IFRS 3 Business Combinations seek to clarify
this matter as below however complexities still remain.

Optional concentration test

The amendments include an election to use a concentration test. This is a simplified assessment that results in an asset
acquisition if substantially all of the fair value of the gross assets is concentrated in a single identifiable asset or a group
of similar identifiable assets.

Substantive process
If an entity chooses not to apply the concentration test, or the test is failed, then the assessment focuses on the
existence of a substantive process.

The definition of a business is now narrower and could result in fewer business combinations being recognised.

The amendment applies to businesses acquired in annual reporting periods beginning on or after 1 January 2021. Earlier
application is permitted. The adoption of this standard did not have an impact on the financial statements of the Bank.

Amendments to References to the Conceptual Framework in IFRS Standards

This amendment sets out amendments to IFRS Standards (Standards), their accompanying documents and IFRS practice
statements to reflect the issue of the International Accounting Standards Board (IASB) revised Conceptual Framework for
Financial Reporting in 2018 (2018 Conceptual Framework).

Some Standards, their accompanying documents and IFRS practice statements contain references to, or quotations
from, the IASC'’s Framework for the Preparation and Presentation of Financial Statements adopted by the IASB in 2001
(Framework) or the Conceptual Framework for Financial Reporting issued in 2010. Amendments to References to the
Conceptual Framework in IFRS Standards updates some of those references and quotations so that they refer to the 2018
Conceptual Framework, and makes other amendments to clarify which version of the Conceptual Framework is referred
to in particular documents.

These amendments are based on proposals in the Exposure Draft Updating References to the Conceptual Framework,
published in 2015, and amend Standards, their accompanying documents and IFRS practice statements that will be
effective for annual reporting periods beginning on or after 1 January 2021.

IAS 1and IAS 8 Definition of Material
The amendment refines the definition of Material to make it easier to understand and aligning the definition across IFRS
Standards and the Conceptual Framework.

The amendment includes the concept of ‘obscuring’ to the definition, alongside the existing references to ‘omitting’ and
‘misstating’. Additionally, the amendments also adds the increased threshold of ‘could influence’ to ‘could reasonably be
expected to influence’ as below.

“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.”

However, the amendment has also removed the definition of material omissions or misstatements from IAS 8
Accounting Policies, Changes in Accounting Estimates and Errors.

Interest rate benchmark reform (Amendments to IFRS 9, IAS 39 and IFRS 7)

The amendments, provide certain reliefs in connection with interest rate benchmark reform. The reliefs relate to hedge
accounting and have the effect that IBOR reform should not generally cause hedge accounting to terminate. However,
any hedge ineffectiveness should continue to be recorded in the profit or loss account.

New and amended standards and interpretations in issue but not yet effective for the year ended 31 December 2021
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+ COVID-19-related Rent Concessions (Amendments to IFRS 16)

As a result of the COVID-19 pandemic, rent concessions have been granted to lessees. Such concessions might take a
variety of forms, including payment holidays and deferral of lease payments. In May 2021, the IASB made an amendment
to IFRS 16 Leases which provides lessees with an option to treat qualifying rent concessions in the same way as they
would if they were not lease modifications. In many cases, this will result in accounting for the concessions as variable
lease payments in the period in which they are granted.

Entities applying the practical expedients must disclose this fact, whether the expedient has been applied to all
qualifying rent concessions or, if not, information about the nature of the contracts to which it has been applied, as well
as the amount recognised in profit or loss arising from the rent concessions.

The adoption of this standard did not have a material impact on the Bank’s financial statements.

A number of new standards, amendments to standards and interpretations are not yet effective for the year ended 31
December 2021, and have not been applied in preparing these financial statements.

Effective for annual

New standards or amendments . ..
period beginning or after

Onerous Contracts - Cost of Fulfilling a Contract (Amendments to IAS 37) | 1 January 2022

Annual Improvements to IFRS Standards 2018-2020 1January 2022
Property, Plant and Equipment: Proceeds before Intended Use

(Amendments to IAS 16) 1January 2022
Reference to the Conceptual Framework (Amendments to IFRS 3) 1January 2022

Classification of Liabilities as Current or Non-current (Amendments IAS 1) | 1 January 2023

IFRS 17 Insurance contracts 1January 2023
Amendments to IFRS 17 1January 2023
Disclosure of Accounting Policies (Amendments to IAS 1and IFRS Practice

1January 2023
Statement 2)
Definition of Accounting Estimate (Amendments to IAS 8) 1 January 2023
Deferred Tax Related to Assets and Liabilities Arising from a Single 1January 2023

Transaction — Amendments to IAS 12 Income Taxes

Sale or Contribution of Assets between an Investor and its Associate or

Company (Amendments to IFRS 10 and IAS 28). To be determined

The Bank does not plan to adopt these standards early. These are summarised below:

All standards and interpretations will be adopted at their effective date (except for those standards and interpretations
that are not applicable to the entity).

Onerous Contracts - Cost of Fulfilling a Contract (Amendments to IAS 37)

The amendment to IAS 37 clarifies that the direct costs of fulfilling a contract include both the incremental costs of
fulfilling the contract and an allocation of other costs directly related to fulfilling contracts. Before recognising a separate
provision for an onerous contract, the entity recognises any impairment loss that has occurred on assets used in fulfilling
the contract.

The Directors of the Bank do not anticipate that the application of the amendments in the future will have an impact on
the Bank’s financial statements.
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Annual Improvement cycle (2018 - 2021) - various standards
The following improvements were finalised in May 2021:

Standards
IFRS 9 Financial IFRS 9 Financial Instruments - clarifies which fee should be
Instruments included in the 10% test for derecognition of financial liabilities.

IFRS 16 Leases - amendment of illustrative example 13 to
remove the illustration of payments from the lessor relating to
leasehold improvements, to remove any confusion about the
treatment of lease incentives.

IFRS 16 Leases

IFRS 1 First-time Adoption of International Financial Reporting
Standards - allows entities that have measured their assets and
IFRS 1 First-time Adoption | liabilities at carrying amounts recorded in their parent’s books
of International Financial to also measure any cumulative translation differences using
Reporting Standards the amounts reported by the parent. This amendment will also
apply to associates and joint ventures that have taken the same
IFRS 1 exemption.

The Directors of the Bank do not anticipate that the application of the amendments in the future will have an impact on
the Bank’s financial statements.

Property, Plant and Equipment: Proceeds before intended use (Amendments to IAS 16)

The amendment to IAS 16 Property, Plant and Equipment (PP&E) prohibits an entity from deducting from the cost of an
item of PP&E any proceeds received from selling items produced while the entity is preparing the asset for its intended
use. It also clarifies that an entity is ‘testing whether the asset is functioning properly’ when it assesses the technical
and physical performance of the asset. The financial performance of the asset is not relevant to this assessment. Entities
must disclose separately the amounts of proceeds and costs relating to items produced that are not an output of the
entity’s ordinary activities.

The Directors of the Bank do not anticipate that the application of the amendments in the future will have an impact on
the Bank’s financial statements.

Reference to the Conceptual Framework (Amendments to IFRS 3)

Minor amendments were made to IFRS 3 Business Combinations to update the references to the Conceptual Framework
for Financial Reporting and add an exception for the recognition of liabilities and contingent liabilities within the scope
of IAS 37 Provisions, Contingent Liabilities and Contingent Assets and Interpretation 21 Levies. The amendments also
confirm that contingent assets should not be recognised at the acquisition date.

The Directors of the Bank do not anticipate that the application of the amendments in the future will have an impact on
the Bank’s financial statements.

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

The narrow-scope amendments to IAS 1 Presentation of Financial Statements clarify that liabilities are classified as either
current or non-current, depending on the rights that exist at the end of the reporting period. Classification is unaffected
by the expectations of the entity or events after the reporting date (eg the receipt of a waver or a breach of covenant).
The amendments also clarify what IAS 1 means when it refers to the ‘settlement’ of a liability.

The amendments could affect the classification of liabilities, particularly for entities that previously considered
management’s intentions to determine classification and for some liabilities that can be converted into equity.

They must be applied retrospectively in accordance with the normal requirements in IAS 8 Accounting Policies, Changes
in Accounting Estimates and Errors.

IFRS 17 Insurance Contracts
IFRS 17 Insurance Contracts sets out the requirements that an entity should apply in reporting information about
insurance contracts it issues and reinsurance contracts it holds. An entity shall apply IFRS 17 Insurance Contracts to:
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a. insurance contracts, including reinsurance contracts, it issues;
b. reinsurance contracts it holds; and

c. investment contracts with discretionary participation features it issues, provided the entity also issues insurance
contracts.

IFRS 17 requires an entity that issues insurance contracts to report them on the statement of financial position as the
total of:

a. the fulfilment cash flows—the current estimates of amounts that the entity expects to collect from premiums and
pay out for claims, benefits and expenses, including an adjustment for the timing and risk of those amounts; and

b. the contractual service margin—the expected profit for providing insurance coverage. The expected profit for
providing insurance coverage is recognised in profit or loss over time as the insurance coverage is provided.

IFRS 17 requires an entity to recognise profits as it delivers insurance services, rather than when it receives premiums,
as well as to provide information about insurance contract profits that the Company expects to recognise in the
future. IFRS 17 requires an entity to distinguish between groups of contracts expected to be profit making and groups
of contracts expected to be loss making. Any expected losses arising from loss-making, or onerous, contracts are
accounted for in profit or loss as soon as the Company determines that losses are expected. IFRS 17 requires the
entity to update the fulfilment cash flows at each reporting date, using current estimates of the amount, timing and
uncertainty of cash flows and of discount rates. The entity:

a. accounts for changes to estimates of future cash flows from one reporting date to another either as an amount in
profit or loss or as an adjustment to the expected profit for providing insurance coverage, depending on the type of
change and the reason for it; and

b. chooses where to present the effects of some changes in discount rates either in profit or loss or in other
comprehensive income.

IFRS 17 also requires disclosures to enable users of financial statements to understand the amounts recognised in the
entity’s statement of financial position and statement of profit or loss and other comprehensive income, and to assess
the risks the Company faces from issuing insurance contracts.

IFRS 17 replaces IFRS 4 Insurance Contracts. IFRS 17 is effective for financial periods commencing on or after 1 January
2022. An entity shall apply the standard retrospectively unless impracticable. A Company can choose to apply IFRS

17 before that date, but only if it also applies IFRS 9 Financial Instruments and IFRS 15 Revenue from Contracts with
Customers.

The adoption of these changes will not affect the amounts and disclosures of the Bank’s financial statements.

+ Sale or Contribution of Assets between an Investor and its Associate or Company (Amendments to IFRS 10 and
IAS 28)
The amendments require the full gain to be recognised when assets transferred between an investor and its associate
or Company meet the definition of a ‘business’ under IFRS 3 Business Combinations. Where the assets transferred do
not meet the definition of a business, a partial gain to the extent of unrelated investors’ interests in the associate or
Company is recognised. The definition of a business is key to determining the extent of the gain to be recognised.The
effective date for these changes has now been postponed until the completion of a broader review.

The adoption of these changes will not affect the amounts and disclosures of Bank's financial statements.The Bank did
not early adopt new or amended standards in the year ended 31 December 2021.

4. Impact of COVID-19

The COVID-19 pandemic and its effect on the global economy has impacted our customers, operations and Bank performance. The
outbreak necessitated governments to respond at unprecedented levels to protect the health of the population, local economies
and livelihoods. It has affected different regions at different times and at varying degrees and there remains a risk of subsequent
waves of infection. Thus the pandemic has significantly increased the estimation uncertainty in the preparation of these financial
statements including:

+ the extent and duration of the disruption to business arising from the actions of governments, businesses and consumers to
contain the spread of the virus;

+ the extent and duration of the expected economic downturn, and subsequent recovery. This includes the impacts on capital
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markets and liquidity, credit quality, increasing unemployment, declines in consumer spending, reductions in production, and
other restructuring activities; and

+ the effectiveness of government and central bank measures to support businesses and consumers through this disruption and
economic downturn.

The Bank has made various accounting estimates in these financial statements based on forecasts of economic conditions which
reflect expectations and assumptions as at 31 December 2021 about future events that the Directors believe are reasonable in the
circumstances. There is a considerable degree of judgement involved in preparing these estimates. The underlying assumptions are
also subject to uncertainties which are often outside the control of the Bank.

The significant accounting estimates impacted by these forecasts and associated uncertainties are predominantly related to
expected credit losses, fair value measurement, and the assessment of the recoverable amount of non-financial assets.

The impact of the COVID-19 pandemic on each of these estimates is discussed further in the relevant note of these financial
statements. Readers should carefully consider these disclosures in light of the inherent uncertainty described above.

5. Financial Risk Management
This section provides details of the Bank’s exposure to risk and describes the methods used by management to control risk.

Financial risk
The most important types of risk to which the Bank is exposed are credit risk, market risks and operational risk. Market risk
includes liquidity risk, currency risk and interest rate risk.

a. Credit risk
Credit risk is the risk of financial loss to the Bank if a customer or counterparty to a financial instrument fails to meet its
contractual obligations, and arises principally from the Bank’s loans and advances to customers and other banks and investment
securities. For risk management reporting purposes, the Bank considers and consolidates all elements of credit risk exposure.

Derivative financial instruments

Credit risk arising from derivative financial instruments is, at any time, limited to those with positive fair values, as recorded
on the statement of financial position. In the case of credit derivatives, the Bank is also exposed to or protected from the risk
of default of the underlying entity referenced by the derivative. With gross-settled derivatives, the Bank is also exposed to a
settlement risk, being the risk that the Bank honours its obligation but the counterparty fails to deliver the counter-value.

Credit-related commitment risks

The Bank makes available to its customers guarantees which may require that the Bank makes payments on their behalf and
enters into commitments to extend credit lines to secure their liquidity needs. Letters of credit and guarantees (including
standby letters of credit) commit the Bank to make payments on behalf of customers in the event of a specific act, generally
related to the import or export of goods. Such commitments expose the Bank to similar risks to loans and are mitigated by the
same control processes and policies.

The Board of Directors of the Bank entities have delegated responsibility of the management of credit risk to the Board Credit
Committees. Further, the Bank has a Credit Risk Management Committee that reports to its Board Credit Committee. The
Bank’s credit exposure at the reporting date from financial instruments held or issued for trading purposes is represented by the
fair value of instruments with a positive fair value at that date, as recorded on the statement of financial position.

The risk that the counter-parties to trading instruments might default on their obligation is monitored on an on-going basis. In
monitoring credit risk exposure, consideration is given to trading instruments with a positive fair value and to the volatility of
the fair value of trading instruments over their remaining life.

To manage the level of credit risk, the Bank deals with counter parties of good credit standing wherever possible and when
appropriate, obtains collateral.

An assessment of the extent to which fair values of collaterals cover existing credit risk exposure on loans and advances to
customers is highlighted below. The Bank also monitors concentrations of credit risk that arise by industry and type of customer
in relation to Bank loans and advances to customers by carrying a balanced portfolio.

To determine impairment of loans and advances, the Bank assesses whether it is probable that it will be unable to collect all
principal and interest according to the contractual terms of the loans and advances.

Exposure to credit risk
The Bank also monitors concentrations of credit risk that arise by industry and type of customer in relation to loans and
advances to customers by carrying a balanced portfolio.

To determine impairment of loans and advances, the Bank assesses whether it is probable that it will be unable to collect all
principal and interest according to the contractual terms of the loans and advances.

i. Credit quality analysis — Loans and advances to customers
The following table sets out information about the credit quality of financial assets measured at amortised cost and FVOCI
debt instruments. Unless specifically indicated, for financial assets, the amounts in the table represent gross carrying
amounts. For loan commitments and financial guarantee contracts, the amounts in the table represent the amounts
committed or guaranteed, respectively.

See accounting policy on note 3(d)(iii) for the explanation of the terms: 12-month ECL, lifetime ECL and credit-impaired.



Lifetime ECL Credit Impaired

Lifetime ECL Not Credit

12 month ECL

2021
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Total 31 December

(Stage 3)
Ushs'000

Impaired (Stage 2)

(Stage 1)
Ushs'000

Ushs’000

Ushs'000

Risk classification

Loans and advances to Customers at amortised cost

29,601,847 28,065,542 207,244,652

149,577,263

Normal (Stage 1)
Watch (Stage 2)

8,527,517
18,889,907
234,662,076

6,294,860

18,889,907
53,250,309
(37,636,506)

1,306,904

925,753

Non-performing loans (Stage 3)

30,908,751

150,503,016

Gross carrying amount

(38,170,003)

(11,515)

(521,982)

Loss allowance

736,416
(420,354)

196,808,135

Modification gains

Discount on staff loans

30,897,236 15,613,803

149,981,034

Carrying amount

Lifetime ECL Credit Impaired

Lifetime ECL Not Credit

12 month ECL

2020:

Total 31 December

(Stage 3)
Ushs'000

Impaired (Stage 2)

(Stage 1)
Ushs'000

Ushs’000

Ushs'000

Risk classification

Loans and advances to Customers at amortised cost

56,673,996 257,090,619

41,679,663

158,736,960

Normal (Stage 1)

1,970,227
25,062,974

1,970,227
8,620,672

Watch (Stage 2)

14,629,101

1,813,201

Non-performing loans (Stage 3)

284,123,820

71,303,097

43,492,864

169,327,859

Gross carrying amount

(21,949,006)
262,174,814

(21,691,249)
49,611,848

(89,863)
43,403,001

(167,894)
169,159,965

Loss allowance

Carrying amount
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The following shows the grading of loans and advances to customers in line with local prudential guidelines.

2021 2020
Loans and advances to customers Ushs’000 Ushs’000
Identified impairment:
Grade 3: Substandard 149,940 902,167
Grade 4: Doubtful 3,676 651,433
Grade 5: Loss 18,647,162 23,920,690
18,800,778 25,474,290
Specific allowances for impairment (18,711,159) (21,691,249)
Carrying amount 89,619 3,783,041
Unidentified impairment:
Grade 2: Watch 250,222 1,970,227
Grade 1: Normal 215,611,076 256,679,303
215,861,298 258,649,530
Portfolio allowances for impairment (19,458,844) (257,757)
Carrying amount 196,402,454 258,391,773
Net carrying amount 196,492,073 262,174,814
Modification gains 736,416 -
Discount on staff loans (420,354) -
Total carrying amount 196,808,135 262,174,814

Impaired loans and securities

Impaired loans and securities are loans for which the Bank determines that it is probable that it will be unable to collect all
or part principal and interest due according to the contractual terms of the loan agreement(s). These loans are graded 3
(Substandard) to 5 (Loss) in the Bank's internal credit risk and grading system.

Neither past due nor impaired

The credit quality of the portfolio of loans and advances that were neither past due nor impaired can be assessed with
reference to the Bank’s internal rating system. All such loans must be performing in accordance with the contractual terms
and are expected to continue doing so. Loans in this category are fully protected by their current sound net worth and
paying capacity of the borrower. These loans and advances are categorised as normal in line with Bank of Uganda prudential
guidelines.

Past due but not impaired loans

These are loans where contractual interest or principal payments are past due but the Bank believes that impairment is not
appropriate on the basis of the level of security/collateral available and/or the stage of collection of amounts owed to the
Bank. These loans are stage 2 (Watch) in the Bank's internal credit risk and grading system.

. Collateral and other security enhancements

The Bank holds collaterals against loans and advances to customers in the form of mortgage interests over property, other
registered securities over assets, and guarantees. Estimate of fair value are based on the value of collateral assessed at the
time of borrowing, and generally are updated every three years except when a loan is individually assessed as impaired.
Collateral generally is not held over loans and advances to banks, except when securities are held as part of reverse
repurchase and securities borrowings activity. Collateral usually is not held against investment securities, and no such
collateral was held at 31 December 2021 or 2020.

An estimate of the fair value of collateral and other security enhancements held against financial assets is shown below:
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Loans and advances to customers 2021 2020
Ushs'000 Ushs’000
Fair value of collateral held - against impaired loans 19,406,845 80,411,074

The following table sets out the principal types of collateral held against different types of financial assets:
Financial asset Note 31Dec 31 Dec | Principal type of
2021 2020 collateral held

Percentage of exposure that is
subject to collateral requirements

Government 20(b) - - | None
securities
Deposits and 18 - - | None

balances due from
banking institutions

Loans and advances 19
to customers

Retail loans 100 100 | Commercial property,
cash, floating charges
over corporate assets

Corporate loans 100 100 | Commercial property,
cash, floating charges
over corporate assets,
debentures, company
shares.

iii. Amounts arising from ECL
Inputs, assumptions and techniques used for estimating impairment

See accounting policy in Note 3(d)(iii).

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 an analysis, based on the Bank’s historical experience and expert
credit assessment and including forward-looking information.

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. 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 (stage
2).

COVID-19 considerations for the year ended 31 December 2021

In response to the impacts of COVID-19, various packages, such as repayment deferrals, have been offered to eligible retail
and commercial customers in Uganda. The Bank does not consider that when a customer is first provided assistance, all
other things being equal, that there has been a significant increase in credit risk (SICR) and a consequent impact on ECL
when assessing provisions. Subsequent to take-up, customers have been contacted to discuss available options once the
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packages reach their end date. This additional information on the customer’s financial position and ability to recommence
their loan repayments is used to assist in classification of customers into risk categories. Customers in higher risk categories,
and those who have requested a deferral extension, have been classified as having a SICR.

Credit risk grading

Other than for loans and advances to banks and investment securities where the Bank relies on internal credit rating
models, the Bank relies substantially on the prudential guidelines applicable in the market it operates in for credit risk
grading that reflect its assessment of the probability of default of individual counterparties.

In addition, the prudential guidelines are supplemented

+ by Borrower and loan specific information collected at the time of application (such as disposable income, and level of
collateral for retail exposures; and turnover and industry type for wholesale exposures.

+ External data such as credit bureau scoring information on individual borrowers.

+ Expert judgement from the Credit Risk Officer to be fed into the final credit rating for each exposure. This allows for
considerations which may not be captured as part of the other data inputs into the model.

The credit grades are calibrated such that the risk of default increases exponentially at each higher risk grade.
The following are additional considerations for each type of portfolio held by the Bank:

Customer loans and advances

After the date of initial recognition, the payment behaviour of the borrower is monitored on a periodic basis to develop a
behavioural score. A relationship manager will also incorporate any updated or new information/credit assessments into the
credit system on an ongoing basis.

Generating the term structure of PD

Credit risk grades are a primary input into the determination of the term structure of PD for loans and advances. The Bank
collects performance and default information about its credit risk exposures analysed 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.

This analysis includes the identification and calibration of relationships between changes in default rates and changes in key
macro-economic factors as well as in-depth analysis of the impact of certain other factors (e.g. forbearance experience) on
the risk of default. For most exposures, key macro-economic indicators include: GDP growth,inflation, Central bank rate and
unemployment.

Based on advice from the Risk Committees and economic experts and consideration of a variety of external actual and
forecast information, the Bank formulates a ‘base case’ view of the future direction of relevant economic variables as well
as a representative range of other possible forecast scenarios (see discussion below on incorporation of forward-looking
information). The Bank then uses these forecasts to adjust its estimates of PDs.

The Bank has applied a simpled methodology (lifetime ECL) for its other exposures including interbank balances and
government securities.

COVID-19 considerations for the year ended 31 December 2021
The key consideration for probability weightings in the current period is the continuing impact of COVID-19.

The Bank considers these weightings to provide the best estimate of the possible loss outcomes and has analysed inter-
relationships and correlations (over both the short and long term) within the Bank’s credit portfolios in determining them.

In determining the likelihood of each of the macroeconomic scenarios based on sectors, a weighting of 68% (base case),
10.6% (upside case) and 21.1% (downside case) was applied for Uganda.

The assigned probability weightings are subject to a high degree of inherent uncertainty and therefore the actual outcomes
may be significantly different to those projected.
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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 Note 3(d)(v).

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;
+ 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. 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.

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
12-month ECL.

COVID-19 considerations for the year ended 31 December 2021

During the year, the Bank has offered various forms of assistance to customers to counteract the impact of COVID-19

on the ability of customers to meet their loan obligations. The assistance provided has included arrangements such as
temporary deferral of principal and interest repayments, replacing principal and interest with interest only repayments, and
extension of loan maturity dates. Refer to Key Judgements and Estimates in this Note for details of the impact of deferrals
when determining if there has been a Significant Increase in Credit Risk (SICR).

The loan repayment deferral package is considered to be a loan modification under IFRS 9. This either results in the loan
being derecognised and replaced with a new loan (substantial modification) or the existing loan continuing to be recognised
(non-substantial modification). The table below shows the outstanding balance as at 31 December 2021 of all loans that
have been modified (both substantial and non-substantial modifications):

2021 2020
Ushs’000 Ushs'000

Term extensions
Agriculture 5 -
E::Liieng,Mortgage, Construction and Real 10,994,636 11,975,849
Community, Social and Other Services 911,799 -
Hotel and Restaurants 27,807,639 -
Manufacturing 1,483,234 4,937,036
Personal Loans and Household Loans 1,802,274 464,010
Retail Trade 15,363,278 2,992,312
Total 58,362,860 20,369,207

If the terms of a financial asset are modified or an existing financial asset is replaced with a new one for either credit or
commercial reasons, an assessment is made to determine if the changes to the terms of the existing financial asset are
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considered substantial. This assessment considers both changes in cash flows arising from the modified terms as well as
changes in the overall instrument risk profile; for example, changes in the principal (credit limit), term, or type of underlying
collateral. Where a modification is considered non-substantial, the existing financial asset is not derecognised and its date
of origination continues to be used to determine SICR.

Where a modification is considered substantial, the existing financial asset is derecognised and a new financial asset is
recognised at its fair value on the modification date, which also becomes the date of origination used to determine SICR for
this new asset.

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

+ 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); or

+ the borrower is past due more than 90 days 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.

In assessing whether a borrower is in default, the Bank considers indicators that are:

+ qualitative - e.g. breaches of covenant;
+ quantitative — e.g. overdue status and non-payment on another obligation of the same issuer to the Bank; and
+ 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 over time 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 its assessment of whether the credit risk of an instrument has
increased significantly since its initial recognition and its measurement of ECL. Based on advice from Assets and Liabilities
Committee (ALCO) and consideration of a variety of external actual and forecast information, the Bank formulate a ‘base
case’ view of the future direction of relevant economic variables as well as a representative range of other possible forecast
scenarios.

This process involves developing two additional economic scenarios and considering the relative probabilities of each
outcome. External information includes economic data and forecasts published by governmental bodies and monetary
authorities in the countries where the Bank operates, supranational organisations such as the International Monetary Fund
(IMF), World Bank and selected private-sector and academic forecasters.

The base case represents a most-likely outcome and is aligned with information used for other purposes such as strategic
planning and budgeting. The other scenarios represent more optimistic and more pessimistic outcomes.Monthly,the Bank’s
Risk management committee carries out stress testing of more extreme shocks to calibrate its determination of these other
representative scenarios.

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

The Banking Industry non-performing loans (NPL %) was a reasonable approximation to the default risk. The correlation
between the Banking Industry non-performing loans (NPL%) with the macroeconomic factors was then inferred to the
Bank'’s predicated Probabilities of Default.

Further, in determining the economic scenarios to be applied, each of the economic variable was adjusted either upside or
downside using the historical standard deviation.

In determining the likelihood of each of the macroeconomic scenarios based on sectors, a weighting of 90% (base case),
95% (upside case) and 85% (downside case) was applied for Uganda.
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COVID-19 considerations for the year ended 31 December 2921 o . ' T Weighting . . Weighting
There have been no changes to the types of forward-looking variables (key economic drivers) used as model inputs in the C —— . . ) Business Services » ) i
ommunication Coefficients Base Upside Downside Coefficients  Base Upside Downside
current year.
68% 21% 1% 68% 2110% 10.60%
A 1 December 2021, th mptions h n ref he rapi ing situation with r
sat 31 Dece b.e . 021, the base case assu pth s have been updated to .e.lectt e rapidly e'VOlV.I g situation with respect CDP 7% 49%  0.3% 0.3% CDP 6% 4.9%  0.3% 0.3%
to COVID-19. This includes an assessment of the impact of central bank policies, governments’ actions, the response of
business, and institution specific responses (such as repayment deferrals). These are considered in determining the length Inflation 6% 4.2% 0.9% 0.9% Inflation -10%  4.2%  0.9% 0.9%
and severity of the forecast economic downturn. The expected outcomes of key economic drivers for the base case scenario CBR 22% 41%  41% 41% CBR 16%  41% 41% 41%
as at 31 December 2021 are described in the table below.
Constant 0.91% Constant 111%
The economic scenarios used as at 31 December 2021 included the following ranges of key indicators based on sectors;
Electricity and Weighting Community, Social Weighting
Water Coefficients Base Upside Downside and Other Services Coefficients Base Upside Downside
. Weighting 68% 21.10% 10.60% 68% 21.10% 10.60%
Agriculture . . .
Coefficients Base Upside Downside GDP 9% 49%  0.3% 0.3% GDP 13% 4.9%  0.3% 0.3%
68%  21% 1% Inflation 16% 4.2%  0.9% 0.9% Inflation -19% 4.2%  0.9% 0.9%
GDP -0.20 49%  0.3% 0.3% CBR 21% 41%  41% 41% CBR 6% 41%  41% 41%
Inflation -013 4.2%  0.9% 0.9% Constant 0.01% Constant 0.99%
CBR -0.39 41% 41% 41%
Constant 0.0337 Building, Mortgage, Weighting Personal Loans and Weighting
Construction and - . .
Real Estate Coefficients Base Upside Downside IR GELE Coefficients  Base  Upside Downside
ini Weightin 68% 21.10% 10.60%
Mining and gnine 68% 2110%  10.60% ’ ’ ’
Quarrying Coefficients Base Upside Downside GDP 13% 4.9% 0.3% 0.3%
GDP 7% 4.9% 0.3% 0.3%
68% 21% 1% . Inflation -15% 4.2% 0.9% 0.9%
Inflation -19% 4.2% 0.9% 0.9%
Gbp 3% 49% 0.3% 0.3% CBR N%  41% 41% 41%
CBR -20%  4.1% 41% 41%
Inflation 13% 4.2% 0.9% 0.9% UER 21% 2.0% 5.7% 1.9%
Constant 2.16%
CBR 1% 4.1% 41% 41%
Constant 0.0005
Some sectors did not have correlations with macro-economic factors. These include: agriculture, building and construction,
. Weighting mining and quarrying, trade, tourism re§taurant and hotels. In view of this, manage?ment judgements were applieq by taking
Manufacturing an average of the percentage macro-adjustments from the sectors above was applied for purposes of ECL calculation.
Coefficients Base Upside Downside
68%  21% 1% Other forward-looking considerations not otherwise incorporated within the above scenarios, such as the impact of any
CDP 5o 49%  0.39% 0.3% regulatory, legislative or political changes, have been considered, but are not deemed to have a material impact on therefore
en I = =R no adjustment has been made to the ECL for such factors. This is reviewed and monitored for appropriateness on a quarterly
Inflation -19% 4.2%  0.9% 0.9% basis.
_70, [ o, o,
CBR 7% 41% 41% 41% Measurement of ECL
Constant 0.94% The key inputs into the measurement of ECL are the term structure of the following variables:
« probability of default (PD);
Weighting P ) y (PD)
Trade + loss given default (LGD);
Coefficients Base Upside Downside
+ exposure at default (EAD).
68% 21% 1M1%
GDP 30% 4.9% 0.3% 0.3% Thgse parameters are generally Qerlyed from. internally d.eveloped statistical models and other historical data. They are
adjusted to reflect forward-looking information as described above.
Inflation -14% 4.2% 0.9% 0.9%
CBR 37% 41%  41% 41% PD estimates are estimates at a certain date, which are calculated based on statistical models, and assessed using rating

. tools tailored to the various categories of counterparties and exposures. These statistical models are based on internally
Constant 2.90% compiled data comprising both quantitative and qualitative factors. Where it is available, market data may also be used to
derive the PD for loans and advances to banks and investment securities.
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LGD is the magnitude of the likely loss if there is a default. The Bank estimates LGD parameters based mainly on the
counterparties’ collateral. 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. 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 including amortisation. The EAD
of a financial asset is its gross carrying amount. For lending commitments and financial guarantees, the EAD includes the
amount drawn, as well as potential future amounts that may be drawn under the contract, which are estimated based on
historical observations and forward-looking forecasts.

As described above, and subject to using a maximum of a 12-month PD for financial assets for which credit risk has not
significantly increased, 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 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:

«  segment type
«  Credit risk grading

The groupings are subject to regular review to ensure that exposures within a particular group remain appropriately
homogeneous.

ECL - Sensitivity analysis

The uncertainty of the impact of COVID-19 introduces significant estimation uncertainty in relation to the measurement
of the Bank’s allowance for expected credit losses. The rapidly evolving consequences of COVID-19 and government,
business and consumer responses could result in significant adjustments to the allowance in future financial years. Given
current economic uncertainties and the judgment applied to factors used in determining the expected default of borrowers
in future periods, expected credit losses reported by the Bank should be considered as a best estimate within a range of
possible estimates.

The table below illustrates the sensitivity of collectively assessed ECL to key factors used in determining it as at 31
December 2021:

ECL Impact

Ushs’000 Ushs’000

If 1% of stage 1 facilities were included in Stage 2 705,284 (6,313)
If 1% of stage 2 facilities were included in Stage 1 712,752 1,155
100% upside scenario 38,374,066 (50,702)
100% base scenario 38,507,283 82,513
100% downside scenario 38,633,791 209,023

Loss allowance
The following tables show reconciliations from the opening to the closing balance of the loss allowance by class of financial
instrument. Explanation of the terms: 12-month ECL, lifetime ECL and credit-impaired are included in Note 3(d)(iii).

Loans and advances to customers at amortised cost

Exposure (Gross balance)

Provisions (ECL allowance)

Lifetime ECL

Lifetime ECL

Lifetime ECL
credit impaired

not credit
impaired
(Stage 2)
Ushs'000
43,456,111

Lifetime ECL
credit impaired

not credit

12 month ECL

impaired
(Stage 2)
Ushs'000

12 month ECL

Total
Ushs'000
287,131,403

(Stage 3)
Ushs'000
74,509,082

(Stage 1)
Ushs'000
169,166,210

Total
Ushs'000
21,949,006

(Stage 3)
Ushs'000

(Stage 1)
Ushs'000

89,867 21,691,155

167,984

Balance at 1 January 2021

Transfer from 12 months ECL

- 134,616 - 815,769

950,385

(173,677)

(896)

174,573

(Stage 1)

Transfer from Lifetime ECL not

6,728,082 - 6,280,154

- 447,928

(452,970)

453,114

(144)

credit impaired (Stage 2)
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Transfer from Lifetime ECL

credit impaired (Stage 3)

Net remeasurement of loss

allowance

- 452,269 20,893,225 20,329,152 53,325,119 (43,075,978) - 26,877,039 (16,627,898)

(111,804)

New financial assets originated

or purchased

139,274,345
(148,509,198)

24,638,662
(28,099,100)

25,457,625
(32,252,131)

17,545,696 89,178,058
(88,157,967)

(9,673,147)

5,636 17,183,152
(9,523,675)

- 83,937

356,908

(65,535)

Financial assets derecognised

(26,606,576)

- 26,606,576

(11,980,704)

(11,980,704)

Write off

Total Carrying amount as at

11,515 37,636,506 38,170,003 224,013,877 179,093 10,469,106 234,662,076

521,982

31 December 2021

Exposure (Gross balance)

Provisions (ECL allowance)

Lifetime ECL

Lifetime ECL

Lifetime ECL
credit impaired

not credit

impaired (Stage

Lifetime ECL
credit impaired

not credit

impaired (Stage

12 month ECL

12 month ECL

Total
Ushs'000
322,762,774

(Stage 3)
Ushs'000
60,019,084

2)

Ushs’'000
46,872,027

(Stage 1)
Ushs'000
215,871,663

Total

Ushs'000
16,199,476

(Stage 3)
Ushs'000
14,342,245

2)

Ushs'000

(Stage 1)
Ushs'000

1,618,282

238,949

Balance at 1 January 2020

(8,838,251) (1,726,871

10,565,122

(4,699)

(28,849)

33,548

Transfer from 12 months ECL

(Stage 1)

(865,228)

6,610,171

(5,744,943)

(54,310)

59,037

(4,727)

Transfer from Lifetime ECL

not credit impaired (Stage 2)
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b. 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 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 Management Risk, Control and Compliance Committee. The Management Risk, Control and Compliance
Committee (MRCC) also monitors the liquidity gap and at first instance would source funds from market using interbank
borrowings and as a last resort, use repo and reverse repo arrangements with the central banks.

The liquidity ratios at the reporting date and during the reporting period (based on month end ratios) were as follows:

2021
At 31 December 49.06%
Average for the period 49.4%
Highest for the period 54.0%
Lowest for the period 49.2%

2020

50.3%
48.7%
51.9%
44.2%

The table below analyses financial and liabilities into relevant maturity groupings based on the remaining period at 31 December

2021 and 2020. The amounts are gross and undiscounted.

Within1  Due within Due between
month  1-3 months  3-12 months
31 December 2021
Ushs’000 Ushs’000 Ushs’000
ASSETS
Cash and balances with central banks 207,498,145 - -
a:ii)z;tlzsgd balances due from banking 16,516,574  4,0767.500 i
Loans and advances to customers 43,780,086 15,901,123 13,657,246
Derivative financial assets - 489,000 -
Government securities at Amortised cost 597,203 5,696,472 78,106,239
Government securities at FVTPL - 431,984 7,115,405
Other assets - - 4,146,857
At 31 December 2021 268,392,008 6,3286,079 103,025,747
LIABILITIES
Deposits from banks 15,003,883 - 1,823,587
Deposits from customers 326,001,862 54,442,305 137,017,423
Other liabilities - - 12,046,886
Lease liibilities - - 4,415,303
At 31 December 2021 341,005,745 54,442,305 155,303,199
On balance sheet liquidity gap (72,613,737) 8,843,774 (52,277,452)

Due between
1-5 years

Ushs'000

93,944,095

77,745,222

171,689,317

61,066,113

2,891,65
61,066,113

110,623,204

Due after 5
years

Ushs'000

29,525,585

2,851,419

32,377,004

32,377,004

Total

Ushs'000

207,498,145
57,284,074

196,808,135
489,000
164,996,555
7,547,389
4,146,857
638,770,155

16,827,470
578,527,703
12,046,886
7,306,486
614,708,545

24,061,610

31 December 2020

ASSETS

Cash and balances with the Central
Bank

Deposits and balances due from
banking institutions

Derivative financial assets

Government securities at Amortised
cost

Government securities at FVTPL
Loans and advances to customers

Other assets

At 31 December 2020

LIABILITIES

Deposits from banks
Deposits from customers
Other liabilities

Lease liabities

At 31 December 2020

On-balance sheet liquidity gap

1&M HOLDINGS PLC ANNUAL INTEGRATED REPORT AND FINANCIAL STATEMENTS 2021

Within 1
month

Ushs'000

Due within
1-3 months

Ushs'000

200,039,898

90,797,648
439,178
22,086,509

2,868,643
64,773,075

381,004,951

244,501,124

244,455,014

136,549,937

Due between
3-12 months

Ushs'000

15,567,926

1,206,679
91,504,468
4,249,825

112,528,898

1,844,762
360,289,465
15,496,454

377,604,232

(265,075,334)

Due between
1-5 years

Ushs'000

58,464,059

68,142,301

130,926,079

1,944,408

6,174,502

8,118,910

122,807,169

Due after 5
years

Ushs'000

1,982,544

37,754,970

40,810,157

1,226,076

1,226,076

39,584,081

Total

Ushs’000

200,039,898

90,797,648
439,178
98,101,038

4,075,322
262,174,814
4,249,825

665,270,085

1,844,762
606,734,997
15,496,454
7,400,578

631,476,791

33,793,294

Deposits from customers represent transactional accounts, savings accounts, call and fixed deposit balances, which past

experience has shown to be stable.

c. Market risk

Market risk is the risk that changes in market prices, such as interest rate, equity prices, foreign exchange rates and credit
spread (not relating to changes in the obligator’s/issuer’s credit standing) will affect the Bank’s income or the value of its

holdings of financial instruments.

All trading instruments are subject to market risk, the risk that the future changes in market conditions may make an
instrument less valuable or more onerous. The Bank manages its use of trading instruments in response to changing market

conditions.

The Board of Directors have delegated responsibility for management of market risk to the respective Board Risk Committee.
Exposure to market risk is formally managed within risk limits and policy guidelines issued by the Board, on recommendation

of the Board Risk Committee. ALCO, a Management Committee is charged with the responsibility of ensuring

implementation and monitoring of the risk management framework in line with policy guidelines. The Bank is primarily
exposed to interest rate and foreign exchange risk.

The policy guidelines and procedures in place are adequate to effectively manage these risks.

Exposure to interest rate risk

This is the risk of loss from fluctuations in the future cash flows of fair values of financial instruments because of a change
in market interest rates. Interest rate risk is managed principally through monitoring interest rate gaps. A summary of the
Bank’s interest rate gap position reflecting assets and liabilities at carrying amounts, categorised by the earlier of contractual
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Customer deposits held up to three months represent transactional accounts, savings accounts and term deposit account Currency rate risk

balances, which past experience has shown to be stable and of a long term nature. The Bank is exposed to currency risk through transactions in foreign currencies. The Bank's transactional exposure gives rise to foreign
currency gains and losses that are recognised in the profit or loss. In respect of monetary assets and liabilities in foreign currencies, the Bank

The Bank’s operations are subject to the risk of interest rate fluctuations to the extent that the interest eaming assets (including ensures that its net exposure is kept to an acceptable level by buying and selling foreign currencies at spot rates when considered appropriate.

investments) and interest bearing liabilities mature or re-price at different times or in differing amounts. Risk management

activities are aimed at optimising net interest income, given market interest rate levels consistent with the Bank’s business The table below analyses the currencies which the Bank is exposed to as at 31 December 2021 and 31 December 2020.

strategies.
At 31 December 2021 usbD GBP Euro Other Total
Sensitivity analysis Ushs’000 Ushs'000 Ushs'000 Ushs'000 Ushs’000
A change of 200 basis points in interest rates at the reporting date would have increased/decreased equity and profit or loss by
. . . . . . ASSETS
the amounts shown below. The analysis assumes that all other variables in particular foreign currency exchange rates remain
constant. Cash and balances with central banks 103,095,513 435,075 705,818 103,261,739 207,498,145
Loans and advances to banks - - - 57,284,074 57,284,074
31 December 2021 Profit or loss Equity net of tax
Loans and advances to customers 125,769,006 - - 71,039,129 196,808,135
200 basis points Increase/decrease in basis Increase/decrease in basis Derivative fi ial 489,000 489,000
p points (Ushs'000) points (Ushs'000) erivative financial assets ’ !
Assets (1,777) (3,157) Government securities 51,669,461 3,681,794 2,740,221 106,905,079 164,996,555
Liabilities 8,023 (5,227) Other assets 3,797,580 - - 349,277 4,146,857
At 31 December 2021 284,820,560 4,116,869 3,446,039 338,839,298 631,222,766
Net position 6,246 (8,384)
Deposits from banks - - - 16,827,470 16,827,470
31 December 2020 Profit or loss Equity net of tax Deposits from customers 320,691,249 4,963,307 4,651,685 243,407,977 573,714,218
Assets (1,732) (2,858) Other liabilities 1,958,673 5,705 4,455 10078052.51 12,046,886
Liabilities 8,544 (5,021) At 31 December 2021 322,649,922 4,969,012 4,656,140 270,313,500 602,588,574
Net position 6,812 (7,879) Net position — 2021 (37,829,362) (852,143) (1,210,101) 68,525,798 28,634,192
At 31 December 2020 uUsD GBP Euro Other Total
Ushs'000 Ushs'000 Ushs'000 Ushs'000 Ushs'000
ASSETS
Cash and balances with central banks 128,304,934 3,228,841 792,605 67,713,518 200,039,898
Loans and advances to banks 48,871,263 4,983,288 2,937,822 34,005,275 90,797,648
Loans and advances to customers 163,198,119 - - 9,8976,695 262,174,814
Derivative financial instruments 439,178 - - - 439,178
Other financial assets at amortised cost - - - 98,101,038 98,101,038
Other assets 922,493 - - 3,327,332 4,249,825
At 31 December 2020 341,735,987 8,212,129 3,730,427 302,123,858 655,802,401
LIABILITIES
Deposits to banks - - - 1,844,762 1,844,762
Deposits from customers 335,797,948 8,145,513 - 262,584,620 606,528,081
Other liabilities 4,276,043 6,532 - 11,213,879 15,496,454
At 31 December 2020 340,073,991 8,152,045 - 275,643,261 623,869,297
Net position - 2020 1661,996 60,084 3,730,427 26,480,597 31,933,104
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Sensitivity analysis

A reasonable possible strengthening or weakening of the USD, GBP, EUR against the Uganda shilling (UShs) would have
affected the measurement of financial instruments denominated in foreign currency and effected equity and profit or loss by
the amounts shown below. The analysis assumes that all other variables, in particular interest rates remain constant.

Profit or loss strengthening/  Equity net of tax strengthening/

At 31 December 2021 . -
weakening of currency weakening of currency

Ushs’000 Ushs’000
USD (% 2.5% movement) 1.73 3.08
GBP (+ 2.5% movement) 0.03 0.04
EUR (% 2.5% movement) 0.02 0.04

At 31 December 2020 Profit or loss strengthening/ Equity net of tax strengthening/

weakening of currency weakening of currency

UShs’000 UShs’000

USD (+ 2.5% movement) 2.05 34
GBP (+ 2.5% movement) 0.02 0.0
EUR (+ 2.5% movement) 0.05 0.1

The Bank’s policy is to maintain a strong capital base so as to maintain regulatory, investor, creditor and market confidence
and to sustain future development of business. The impact of the level of capital of shareholders’ return is also recognized in
addition to recognizing the need to maintain a balance between the higher returns that may be possible with greater gearing
and the advantages and security afforded by sound capital position.

. Capital management
Regulatory capital - Uganda
The Central Bank of Uganda sets and monitors capital requirements for banking industry in Uganda.

The objective of the Central Bank of Uganda is to ensure that a Bank maintains a level of capital which:

+ is adequate to protect its depositors and creditors;
+ is commensurate with the risks associated with its activities and profile
« promotes public confidence in the Bank.

The Bank maintains a ratio of common equity tier 1 capital to its risk weighted assets and total regulatory capital to its risk-
weighted assets above the minimum levels of 10% and 12% respectively (2020) and 12.5% and 14.5%(2021) as established
under the Financial Institutions (Capital Adequacy Requirements) Regulations, 2018 and the Financial Institutions (Capital
Bulfers and Leverage Ratio) Regulations, 2021.

The Financial Institutions (Capital Buffers) Regulations 2021 were issued in 2021 which will increase the Bank’s minimum capital
requirements from 10% and 12% to 12.5% and 14.5% for core and total capital respectively effective 31 December 2021.

The Central Bank of Uganda requires a bank to maintain at all times:

Common equity tier 1 capital of not less than 12.5% of its total risk weighted assets, plus sum of risk weighted off-balance
sheet items and market risk.

+ Total capital of not less than 14.5% of its total risk weighted assets, plus sum of risk weighted off-balance sheet items and
market risk.

+ Leverage ratio at a minimum of 6%,that is common equity tier 1 as a ratio of total assets plus off balance sheet items.

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

» Tier 1 capital: permanent shareholder’s equity, share premium, prior years’ retained profits, net after tax profits current
year to date (50% only), general reserves, less goodwill and other intangible assets, current year losses, investment
in unconsolidated subsidiaries, deficiencies in provisions for losses, prohibited loans to insiders and other deductions
determined by Central Bank

» Tier 2 capital: Revaluation reserves on fixed assets, unencumbered general provisions for losses, hybrid capital instruments
and others and subordinated term debt.

The risk-weighted assets are measured by means of a hierarchy of four risk weights classified according to the nature of and
reflecting an estimate of the credit risk associated with each asset and counterparty. A similar treatment is adopted for off-
balance sheet exposure, with some adjustments to reflect the more contingent nature of the potential losses.

The table below summarises the composition of regulatory capital and the ratios of the Bank for the years ended 31 December
2027 and 2020. During the year ended 31 December 2021, the Bank complied with the core capital ratio and the total capital
ratio requirements to which it is subject.

However, I&M Bank (Uganda) Ltd was prudent in taking specific provisions on loans and advances as per Bank of Uganda
prudential guidelines on credit classification regulations, 2005, which resulted into breach of Capital adequacy requirements as
at 31 December 2020. However, the Directors prior to the breach had notified the shareholders, who took the remedial steps to
arrest the breach through a resolution, dated 28 December 2020 committing to injection of Capital of Ushs 14,700,000,000.

The funds were subsequently received within the time lines stipulated by Bank of Uganda (forty five days from date of breach)
as per the Financial Institution’s Act, 2004 (as amended in 2016), Laws of Uganda, section 86, which corrected the breach.

The additional share capital was subsequently paid up on 2 February 2021.

The Financial Institutions (capital Buffers and leverage Ratio) Regulations, 2020 were gazetted and took effect on 31st
December 2020. The key developments arising in the Regulations are the introduction of, a capital Conservation Buffer (CCB) of
2.5 % of risk weighted assets over and above the core capital ratio and total capital ratio, a systematic Risk Buffer for domestic
systematically important banks (DSIBs) ranging from 0% to 3.5% of weighted assets over and above the CCB, a countercyclical
Capital (Ccy) Buffer of 2.5% of risk weighted assets and a minimum Leverage Ratio of 6% of the total balance sheet and off-
balance sheet assets.

All commercial Banks and credit institutions are expected to comply with the new Capital Conservations Buffer and Leverage
Ratio, while domestic systematically important banks (DSIBs) should comply with the systematic risk buffer prescribed by BOU
in accordance with the institution’s systematic ranking.

Financial institutions that did not comply with the aforementioned regulations then, were granted a phase in period of twelve
months starting from 31st December 2020, when the Regulations came into force,in which to build up capital buffers.
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Tier 1 capital

Share capital

Retained earnings

Less: Intangible assets

Less: Deferred income tax asset

Less: Unrealized foreign exchange gains

Less: Investment in subsidiary
Total qualifying Tier 1 capital

Tier 2 capital
Revaluation reserve

General provisions

Total qualifying Tier 2 capital
Total regulatory capital
Risk-weighted assets:
On-balance sheet
Off-balance sheet

Market risk

Total risk-weighted assets

Core capital ratio
Total capital ratio

Leverage ratio

The minimum required core, total capital and leverage ratios are 12.5%,14.5% and 6% respectively.

Contrary to Section 10 of the financial institutions capital buffers and leverage ration regulations 2020, the Bank’s leverage ratio
fell below the minimum requirement of 6% by 0.8%

2021
Ushs ‘000

132,000,000
(28,612,073)
(1,773,227)
(60,227,770)
(626,881)

40,760,049

2,144,247

2,144,247
42,904,296

255,073,949
27,352,392
9,704,985
292,131,326
13.95%

14.69%
5.2%

2020
Ushs ‘000

96,750,000
(24,716,375)
(3,043,717)
(43,114,532)
(33,455)
(80,000)

25,761,921

1,195,445
3,355,707

4,551,152
30,313,073

282,226,103
47,431,205
4,704,642
334,361,950
7.70%

9.07%
3.0%

Nominal statement of financial Risk weight Risk weighted amounts
position amounts
2021 2020 2021 2020

Ushs ‘000 Ushs ‘000 Ushs ‘000 Ushs ‘000
Balance sheet assets (net of provisions)
Cash and balances with Central Bank 207,498,145 200,039,898 - - -
.:?‘ ‘:Ect’j'ttlz s;‘d balances due from banking 27,908,933 37,306,092 20% 5,581,787 7,461,218
ratings as follows;
Rated AAA to AA(-) 64,892 86,503 20% 12,978 17,301
Rated A (+) to A (-) 17,042,289 26,533,906 50% 8,521,145 13,266,953
Rated A (-) to non-rated 12,767,150 70,077 100% 12,767,150 70,077
Government securities at Amortised cost 164,996,555 98,101,038 0% - -
Government securities at FVTPL 7,547,389 4,075,322 0% - -
Loans and advances to customers 214,423,380 243,108,836 100% 214,423,380 243,108,836
Right of use 4,267,031 5,392,362 100% 4,267,031 5,392,362
Deferred tax asset 60,227,770 43,114,532 0% - -
Property and equipment 5,353,621 8,659,531 100% 5,353,621 8,659,531
Intangible Assets 1,773,227 3,043,717 0% - -
Other assets 4,146,857 4,249,825 100% 4,146,857 4,249,825
Total assets 728,017,239 673,781,639 255,073,949 282,226,103
Off-balance sheet positions
Performance bonds 3,903,152 2,325,549 50% 1,951,576 1,162,775
Guarantees 12,271,808 27,741,577 100% 12,271,808 27741577
Letters of credit 18,690,732 17,383,226 20% 3,738,146 3,476,645
Foreign currency contracts 489,000 439,178 0% - -
Unutilised commitments 18,781,724 30,100,416 50% 9,390,862 15,050,208

54,136,416 77,989,946 27,352,392 47,431,205
Counterparty
Government of Uganda and Bank of - - - -
Uganda
Rated AAA to AA (-) and banks in Uganda 28,000 20,400 - -
Rated A (+) to A (-) - - -
Rated A (-) and non-rated 3,674 - - -
Total risk weighted CCR exposures 31,674 20,400 - -
Interest rate risk 31,674 20,400 8.33 263,950 170,000
Foreign exchange risk 1,132,924 544157 8.33 9,441,035 4,534,642
Market risk 1,164,598 564,557 9,704,985 4,704,642
Total risk-weighted assets 783,318,253 752,336,142 292,131,326 334,361,950
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The breakdown of the Loans and advances to customers is as below; .
b. Investments at amortized cost

The Bank follows the guidance of IFRS 9 on classifying non-derivative financial assets with fixed or determinable payments and

2021 2020 fixed maturity as held at amortized cost. This classification requires significant judgement. In making this judgement, the Bank
Ushs '000 Ushs '000 evaluates if;
Gross loans and advances 215,757,894 284,123,820 i. the assets are held within a business model whose objective is to hold in order to collect contractual cash flows and
Less Interest Suspended (309,290) (5,047,100) i. the contractual terms of the Bank’s financial asset give rise on specified dates to cash flows that are solely payments of
Less Specific Provisions (1,025223)  (35,967,884) principal and interest on the principal amount outstanding
If the Bank’s financial asset satisfies both of these conditions, the bank measures the financial asset at amortized cost unless
Net loans and advances 214423381  243108,836 it is designated as at fair value through profit or loss (FVTPL) on initial recognition. Any of the Bank’s Financial assets that do
not meet the conditions stated above, are required to be subsequently measured at fair value through profit or loss except
6. Use of Estimates and Judgement for investments in equity instruments not held for trading that are elected at initial recognition to be measured at fair value
Key sources of estimation uncertainty through other comprehensive income. Financial assets of the Bank that meets the condition in (b) above but do not meet the
condition in in (a) above, may meet the criteria to be measured at fair value through other comprehensive income. See note
a. Allowance for credit losses 20(b)
The measurement of the expected credit loss allowance for financial assets measured at amortised cost and FVOClI is an area
that requires the use of complex models and significant assumptions about future economic conditions and credit behaviour ¢. Income taxes o o - . . .
(e.g. the likelihood of customers defaulting and the resulting losses). Explanation of the inputs, assumptions and estimation Significant estimates are required in determining the provision for income taxes. There are many transactions and calculations
techniques used in measuring ECL is further detailed in note 3(d)(iii) which also sets out key sensitivities of the ECL to for which the ultimate tax determination is uncertain during the ordinary course of business. Where the final tax outcome
changes in these elements. is different from the amounts that were initially recorded, such differences will impact the current income tax and deferred

income tax provisions in the period in which such determination is made.
A number of significant judgements are also required in applying the accounting requirements for measuring ECL, such as:
L o o ) ) o Deferred income tax assets are recognized only to the extent that it is probable that future taxable profits will be available
+ Determining criteria for significant increase in credit risk; against which temporary differences can be utilized.
« Choosing appropriate models and assumptions for the measurement of ECL;
d. Useful lives of property and equipment
+ Establishing the number and relative weightings of forward-looking scenarios for each type of product/market and the The Bank reviews the estimated useful lives of property and equipment at the end of each reporting period. The Directors
associated ECL; and believe that the useful lives estimated in these financial statements are appropriate. See note 22

+ Establishing groups of similar financial assets for the purposes of measuring ECL. . .
7. Fair Value Hierachy

The classification of financial assets includes the assessment of the business model within which the assets are held and Accounting classifications at carrying amounts and fair values
assessment of whether the contractual terms of the financial asset are solely payments of principal and interest on the The tables below show the carrying amounts and fair values of financial assets and financial liabilities, including their levels in the
principal amount outstanding. See Note 3(d)(ii). fair value hierarchy. It does not include fair value information for financial assets and financial liabilities not measured at fair value

. . . - . . . . . if the carrying amount is a reasonable approximation of fair value.
The impairment of financial instruments includes the assessment of whether credit risk on the financial asset has increased

significantly since initial recognition and incorporation of forward-looking information in the measurement of expected credit
losses (ECL). See Notes 3(d)(iii) and 5(a).

The Bank makes estimates and assumptions that affect the reported amounts of assets and liabilities within the next
financial year. Estimates and judgments are continually evaluated and are based on historical experience and other factors,
including expectations of future events that are believed to be reasonable under the circumstances.

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

+ Establishing the criteria for determining whether credit risk on a financial asset has increased significantly since initial
recognition, determining the methodology for incorporating forward-looking information into the measurement of ECL and
selection and approval of models used to measure ECL.

+ Classification of financial assets: assessment of the business model within which the assets are held and assessment of
whether the contractual terms of the financial asset are SPPI on the principal amount outstanding.

The Bank regularly reviews its loan portfolios to assess impairment. In determining whether an impairment loss should be
recorded in the profit or loss, the Bank makes judgments as to whether there is any observable data indicating that there is a
measurable decrease in the estimated future cash flows from a portfolio of loans before the decrease can be identified with an
individual loan in that portfolio. This evidence may include observable data indicating that there has been an adverse change in
the payment status of borrowers in a group, or national or local economic conditions that correlate with defaults on assets in
the group. See note 20(c)
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8. Interest Income

Type of service Nature and timing of satisfaction of performance  Revenue recognition policies under IFRS 15
obligations, including significant payment terms
2021 2020 Retail, SME and corporate  The Bank provides banking services to retail. Revenue from account service and servicing
Ushs ‘000 Ushs'000 banking service. SME and corporate customers, including account fees is recognised over time as the services are
management, provision of overdraft facilities, provided.
foreign currency transactions, credit card and o )
Loans and advances to customers 27,328,410 33,220,722 servicing fees. Revenue !'ela.ted. to transactions s recc?gmsed
at the point in time when the transaction takes
Loans and advances to banks 2,220,346 5,316,100 Fees for ongoing account management are charged  place.

to the customer’s account on a monthly basis.

The Bank sets the rates separately for retail and

At amortised cost 17,835,538 10,594,895 corporate banking customers in each jurisdiction on
an annual basis.

Investment securities:-

47,384,294 49,131,717
Transaction-based fees for interchange, foreign
9. Interest Expense currency transactions and overdrafts are charged to
the customer’s account when the transaction takes
2021 2020 place.
Ushs ‘000 Ushs’000 Servicing fees are charged on a monthly basis and
Deposits from customers 697 611 618 300 are based on fixed rates reviewed annually by the
f , Bank.
Deposits from banks 16,964,767 16,609,237
Lease liabilities (Note 30) 208,216 636,312 11. Net Trading Income
17,870,594 17,863,849
2021 2020
10. Net and Commission Income Ushs ‘000 Ushs'000
2021 2020 Income from foreign exchange dealings 5,810,843 5,629,168
Ushs ‘000 Ushs'000 Net income on financial assets at fair value through profit or loss
(FVTPL) 2,036,451 962,652
(a) Fee and commission income
. 7,847,294 6,591,820
Commissions 7,064,517 6,471,696
Service fees 6,308,130 10,119,294 12. Other Operating Income
13,372,647 16,590,990
2021 2020
— Other income Ushs ‘000 Ushs’000
(b) Fees and commission expense
. Gain on sale of property and equipment 7,319,008 (263,956)
Interbank transaction fees (149,907) (14,750)
o Gain on disposal of subsidiary 55,308 -
Net fee and commission income 13,222,740 16,576,240
Other income 1,172,832 2,803,201
The fees ar'1d cpmrmssmn presented include income of Ushs 646,005 (2020:Ushs 292,063) related to related to financial assets 8,547148 2,539,245
and financial liabilities measured at FVTPL.

During the period, the Bank disposed off Property at Plot 6/6A Kampala road and Busoga building-Jinja from which a gain on sale

Performance obligations & revenue recognition of Ush 7.3Bn was made.

Fee and commission income from contracts with customers is measured based on the consideration specified in a contract with a
customer. The Bank recognises 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.
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13. Operating Expenses 14. Profit Before Income Tax

2021 2020 2021 2020
Ushs ‘000 Ushs’000 Ushs’000 Ushs’000

(@) Staff costs Profit before income tax is arrived at after charging:
Salaries and wages 14,389,311 13,368,740 Depreciation of property and equipment 1,973,223 3,122,800
Contribution to defined benefit and contribution plan 2,575,703 2,324,686 Depreciation of right of use 2,277,576 2,786,216
Other staff costs 1,384,137 1,134,221 Amortisation of intangible assets 2,341,552 2,344,324
18,349,151 16,827,647 Directors’ emoluments: fees 773,364 890,137
Directors’ emoluments: other 98,352 59,659
(b) Premises and equipment costs Auditor’s remuneration 637,386 437,191
Utilities 606,360 867,658 Gain on sale of property and equipment 7,319,008 (263,956)
Other premises and equipment costs 6,019,923 7,586,673 Gain on disposal of subsidiary 55,308 -

6,626,283 8,454,331

15. Income Tax Credit

() General administrative expenses
a. Income tax credit

Deposit protection insurance contribution 2,443,786 2,901,073
Other general administrative expenses 16,313,897 30,286,953 2021 2020
18,757,683 33,188,026 Current tax Ushs'000 Ushs’000
. o WHT on government securities (3,366,084) (1,615,595)
(d) Depreciation and Amortisation
o . Deferred tax (Note 24)
Depreciation of property and equipment
Current year 16,510,903 14,376,599
Note 22 122
(Note 22) 1,973,223 3:122,800 Prior year adjustment 466,619 (8,551,671)
Amortisation of intangible assets Income tax credit 13,611,438 4,209,333
Note 23 2,341,552 2,344,324 o . }
( ) b. Reconciliation of the effective tax rate Income tax expense for the bank’s loss for the year
Depreciation of right of use asset(Note 25) 2,277,576 2,786,216
6,592,351 8,253,340 Effective 2021 Effective 2020
taxrate taxrate
0, ’ 0, ’
The average number of employees employed by the Company are as follows: (%) Ushs'000 (%) Ushs'000
Management 13 12
Others 301 310 Accounting loss before tax (36,449,295) (26,902,254)
314 322 Computed tax using the applicable corporation tax rate at
30% (2020 -30%) 30 (10,934,789) 30 (8,070,676)
Income tax not taxable 16 (5,956,933) 13 (3,454,857)
Expenses not deductible 1 380,819 1 377,731
PY under provision of deferred tax 1 (466,619) 32 8,551,671
Prior year assessment - - 12 (3,228,797)
Final tax on government securities 9 3,366,084 6 1,615,595

37 (13,611,438) 16 (4,209,333)
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16. Earning per Share

2021

Ushs’000

Net loss after tax attributable to owners of the company (22,837,857)
;Aézirghted average number of ordinary shares in issue during the 132,000,000
Earnings per share (Ushs) (017)

There were no potentially dilutive shares outstanding at 31 December 2021 (2020 - Nil)

17. Cash and Balances with Central Bank

2021

Ushs’000

Cash on hand 42,019,717
Balances with central banks:

Restricted balances (Cash reserve ratio) 45,820,000

Unrestricted balances 119,658,428

207,498,145

2020
Ushs'000
(22,671,601)

96,750,000

(23)

2020
Ushs’000

31,530,390
48,160,000

120,349,508
200,039,898

The Bank’s Cash Reserve Ratio is non-interest earning and is based on the value of deposits as adjusted by Bank of Uganda. At 31
December 2021, the cash requirement was 4.25% (2020 — 5.25%) of eligible deposits. These funds are held with Bank of Uganda

and are not available to the Bank for its day-to-day operations.

For purposes of the cash flow statement, cash and cash equivalents comprise cash and balances with the central bank excluding

the cash reserve requirement held with the Bank of Uganda.

2021 2020
Ushs’000 Ushs’000
Cash and balances with central bank (note 17) 207,498,145 200,039,898
Restricted balances (Cash reserve ratio) (note 17) (45,820,000) (48,160,000)
161,678,145 151,879,898

18. Loans and Advances due from banking institutions
2021 2020
Ushs’000 Ushs’000
Balances due from other banking institutions 17,015,764 38,804,222
Placements with other banks 40,767,500 52,105,200
Gross deposits and balances due from banking institutions 57,783,264 90,909,422
Less Expected Credit Losses (Note 20(c)) (499,190) (111,774)
Net deposits and balances due from banking institutions 57,284,074 90,797,648
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19. Loans and Advances to customers

a. Classification

2021 2020
Ushs’'000 Ushs’'000
Overdrafts 49,578,707 83,490,067
Loans 185,083,369 20,0633,753
Gross loans and advances 234,662,076 284,123,820
Less:Expected credit losses on loans and advances (38,170,003) (21,949,006)
Modification gains on restructured loans 736,416 -
Discount on staff loans (420,354) -
Net loans and advances 196,808,135 262,174,814
The movement in impairment loss reserves in compliance with IFRS 9 is disclosed on Note 20(c)
b. Impairment losses on loans and advances
Loans and . Loan
advances to commitments
2021 and financial  Total banking
customers at
. guarantee
amortised cost
contracts
Ushs'000 Ushs’000 Ushs'000
Net remeasurement of loss allowance 21,949,006 112,319 22,061,325
New financial assets originated or purchased 29,526,243 142,445 29,668,688
51,475,249 254,764 51,730,013
Recoveries and impairment no longer required (13,305,246) - (13,305,246)
38,170,003 254,764 38,424,767
Loans and . Loan
advances to commitments
2020 and financial  Total banking
customers at
. guarantee
amortised cost
contracts
Ushs’'000 Ushs’'000 Ushs’'000
Net remeasurement of loss allowance 45,500,869 120,034 45,620903
New financial assets originated or purchased 6,078,631 142,345 6,220,976
51,579,500 262,379 51,841,879
Recoveries and impairment no longer required (28,807,627) (150,060) (28,957,687)
Amounts directly written off during the year (822,867) - (822,867)
21,949,006 112,319 22,061,325
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c. Non-performing loans and advances

Notional Derivative
Non-performing loans and advances net of impairment losses and estimated value of securities are disclosed in Note 5(a). Carrying amount nount asset
31December 2021 Ushs’000 Ushs’000 Ushs’000
2021 2020
, Derivative assets 12,896,500 12,407,500 489,000
Ushs'000 Ushs’000
12,896,500 12,407,500 489,000
Interest on impaired loans and advances which has not yet been . L
received in cash 210,768 4,192,146 . Notional Derivative
Carrying amount amount asset
d. Loans and advances concentration by sector 31 December 2020 Ushs’000 Ushs’000 Ushs’000
Derivative assets 14,274,178 13,835,000 439,178
2021 2020
14,274,178 13,835,000 439,178
Ushs’000 % Ushs’000 %
ii. Government Securities
Manufacturing 28,485,138 121 5,035,204 1.8
2021 2022
Trade 51,316,947 21.9 69,389,704 244
Ushs’000 Ushs’000
Building,Mortgage, construction and Real estate 50,123,773 21.4 49,544,131 17.4 .
Government securities 7,547,389 4,075,322
Agriculture 31,344,000 13.4 52,340,563 18.4
7,547,389 4,075,322
Hotels and Restaurants 25,547,311 10.9 24,025,904 8.5
Transport and communication 6,681,722 2.8 11,635,240 41 b. Other financial assets at amortised cost
Business services 14,556,789 6.2 7,534,202 2.6 2021 2020
Educational Services 21,368 0.0 1,009,754 0.4 Ushs'000 Ushs’000
Mining and quarrying 354,336. 0.2 84,299 0.0 At amortised cost
Food, Beverages and Tobacco 2,091,247 0.9 9,085,031 3.2 Treasury bills maturing within 91 days of the date of acquisition 2,441,172 1,657,923
Community, Social and Other Services 982,697 0.4 8,678,195 31 Treasury bills maturing after 91 days of the date of acquisition 37,888,958 25,715,995
Chemical, Pharmaceuticals, Plastic and metal Products 2,218,093 0.9 22,183,970 7.8 Treasury bonds 124,666,425 70,727124
Personal Loans and Household Loans 20,618,263 8.8 7,831,161 6.3 Gross other financial assests at amortised cost 164,996,555 98,101,042
Textiles, Apparel and Leather 320,392 0.1 5,746,462 2.0 Less Expected Credit Losses (Note 20(c)) _ (4)
234,662,076 284,123,820 Net other financial assets at amortised cost 164,996,555 98,101,038
20. Financial Assets Government securities are debt instruments issued by bank of Uganda. The bank decides at inception whether to classify them
a. Financial assets at fair value through profit or loss (FVTPL) under amortised cost or fair value through profit and loss. The weighted average effective interest rate on government securites
as at 31st December 2021 was 12.1% ( 2020 was 13.2%)
i. Derivative assets . . .
c. Expected credit losses on financial assets
2021 2020
2021 2020
Ushs'000 Ushs’000
Ushs’000 Ushs’000
Derivative assets 489,000 439,178
Balances due from other banking institutions (102,035) (2,149)
489,000 439,178
Government Securities (4) 1
Derlvatlygs held.for trading are generally rglgted to products that the Bank pr.owdes to its customers. The Bank may al;o . Off balance sheet items 142,445 (253,930)
take positions with the expectation of profiting from favourable movements in rates. Most of the trading portfolio is within
the Bank's treasury department and is treated as trading risk for risk management purposes. Loans and advances 45,461,268 17,413,433
) o o R ) ) Placements 489,451 (3,272)
The table below shows the fair values of derivative financial instruments recorded as assets or liabilities together with their o )
notional amounts, The notional amount, recorded gross, is the quantity of the derivative contracts’ underlying instrument. Modification gains (736,416) .
The notional amounts indicate the volume of transactions outstanding at the year end and are not indicative of either the 45,254,709 17,154,083

market risk or credit risk.




Movement in ECL during the period
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As at 31

December 2021

P&L Effect

Modification

Write offs

As at1)anuary Movement during

gains
Ushs’000

the year
Ushs’000

2021
Ushs’000

Ushs'000

Ushs’000

(102,035)

(102,035)

102,035

Balances due from other banking institutions

Government securities

254,764

142,445

142,445

112,319

Off balance sheet items

38,170,003

45,461,268

15,935,025

29,526,243

21,949,006

Loans and advances (19a)

489,451

489,451

499,190
(736,416)
38,187,541

9,739

Placements with Banking institutions

(736,416)
45,254,709

(736,416)
(736,416)

Modification gains

15,935,025

30,056,100

22,173,103

2020

As at 31

December 2020

Modification

Write offs

Movement during

As at 1 January

P&L Effect

gains
Ushs’000

the year
Ushs'000

2020
Ushs’'000

Ushs’000

Ushs’'000

102,035

(2149)

(2,149)

104,185

Balances due from other banking institutions

Government securities

112,319

(253,930)

(253,930)

372,285

Off balance sheet items

21,949,006

17,413,433

6,078,631

11,334,802

16,199,476

Loans and advances (19a)

9,739
22,173,103

(3,272)
17,154,083

(3,272)
11,075,452

6,974
16,682,923

Placements with Banking institutions

6,078,631

The change in the carrying amount of investment securities held by the Bank is as shown below:
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Financial assetsat  Other financial Total
fair value through assets at
profit or loss amortised cost
(FVTPL)
Government Government
securities securities
Ushs’000 Ushs’000 Ushs’000
31 December 2021
At 1 January 2021 4,075,322 98,101,041 102,176,363
Additions 62,134,500 102,949,878 165,084,378
Disposals and maturities (58,372,822) (33,415,967) (91,788,789)
Amortisation of discounts and premiums, unearned interest and
interest receivable (289,611) (2,638,397) (2,928,008)
At 31 December 2021 7,547,389 164,996,555 172,543,944
31 December 2020
At 1 January 2020 7,036,412 68,800,728 75,837,140
Reclassification - - -
Additions 4,200,000 50,868,050 55,068,050
Disposals and maturities (6,997,277) (20,595,881) (27,593,158)
Amortisation of discounts and premiums, unearned interest and
interest receivable (163,813) (971,859) (1,135,672)
At 31 December 2020 4,075,322 98,101,038 102,176,360
21. Investment in subsidiary
2021 2020
Ushs ‘000 Ushs ‘000
Equity securities — at fair value:
- Equity Stock Brokers Limited - 465,670
Total investment in subsidiary - 465,670
Fair Value Reserve 2021 2020
Ushs ‘000 Ushs '000
At 1 January 269,969 248,648
Fair value (loss)/gain (33,555) 30,457
Deferred tax on fair value 10,067 (9,136)
246,481 269,969
Disposal of Subsidiary (246,487) -
Fair value net of tax - 269,969

On 30th April 2021, the bank disposed of its subsidiary Equity Stock Brokers and thus the fair value reserve has been taken to zero.(Note 3(e)

for fair value assumptions).
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Balance at 1

Prior year under  Charge to Profit

Balance at 31

January Charge to OCI provsision or Loss December
Ushs’000 Ushs’000 Ushs’000 Ushs'000
Accelerated Capital Allowances (895,319) - 609,369 (184,131) (470,081)
Short Term Timing Differences (7,061,485) - 7,896,186 1,357,062 2,191,763
Tax Losses (29,716,295) - 293,895 (15,549,530) (44,971,930)
Fair value capital gain/ Revaluations 712,976 (329,481) (247,779) - 135,716
(36,960,123) (329,481) 8,551,671 (14,376,599) (43,114,532)
25. Right of Use Asset
2021 2020
Ushs’000 Ushs’000
Cost
Balance at 1 January 9,552,030 12,739,570
Additions 1,679,282 290,949
Disposal (2,433,710) (3,478,489)
Balance at 31 December 8,797,602 9,552,030
Accumulated depreciation
At 1January 4,159,668 3,010,727
Charge for the year 2,277,576 2,786,216
Disposals (1,906,673) (1,637,275)
At 31 December 4,530,571 4,159,668
4,267,031 5,392,362
26. Other Assets
2021 2020
Ushs'000 Ushs’000
Prepayments 2,556,256 2,433,196
Other receivables 1,590,601 1,816,629
4,146,857 4,249,825
27. Deposits due to other banks
2021 2020
Ushs’000 Ushs’000
Deposits due to other banks 16,827,470 1,844,762
16,827,470 1,844,762

The weighted average effective interest rate on deposits due to other banks is 2%,(2020-4%).

28. Deposits from customers
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2021 2020
Ushs’000 Ushs’000
Demand deposits 309,175,368 265,611,503
Saving deposits 108,957,245 122,775,445
Time deposits 155,581,605 218,141,133
573,714,218 606,528,081

The weighted average effective interest rate on deposits from customers is 2%,(2020-2%).

29. Other Liabilities

2021 2020
Ushs’000 Ushs’000
Provisons and accruals 8,657,309 7,089,593
Other accounts payables 3,134,812 8,288,505
ECL on off balance sheet items* 254,765 118,356
12,046,886 15,496,454

*This represents impairment allowance for loan commitments and financial guarantee contracts.

30. Lease Liability

The bank leases a number of branches and office premises. The leases typically run for a period of 5 to 10 years, with an option to

renew the lease after that date.

For all leases, payments are renegotiated at the point of renewal to reflect the market rent.

Below is the analysis of the lease liabilities during the year:

a. Lease liability movement

2021 2020

Ushs’000 Ushs’000

Balance at 1 January 5,810,614 9,307,287

Additions 1,213,156 290,949

Disposal (345,878) (2,231,462)

Interest expense 208,216 636,312

Lease payments (2,470,805) (2192,472)

Balance at 31 December 4,415,303 5,810,614
b. Amount recognized in profit or loss

2021 2020

Ushs’000 Ushs’000

Interest on lease liabilities (Note 30) 208,216 636,312

Depreciation of right to use asset (Note 25) 2,277,576 2,786,216

2,485,792 3,422,528
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c. Amount recognized in statement of cash flows The major shareholders at 31 December 2021 were as follows:

The total cash outflow for leases in the year was:

% Number of shares Share Capital
2021 2020 ‘000 Ushs’000

Ushs’000 Ushs’000
1&M Holdings Plc 90 118,800 118,800,000
Payment of principal portion of the lease liability 2,262,589 1,556,160 Ketan Morjaria = 7,260 7,260,000
Interest paid on lease liabilities 208,216 636,312 Alemayehu Fisseha 45 5,940 5,940,000
Total 2,470,805 2,192,472 100 132,000 132,000,000

d. Extension options

The movement in the share holding during the year was as follows;

Some leases of office premises contain extension options exercisable by the Bank up to one year before the end of the non- Number of Transfer of Additional shares Number of
cancellable contract period. Where practicable, the Bank seeks to include extension options in new leases to provide operational shares shares to I1&M acquired during  shares
flexibility. Group the year
. . . ‘000’ ‘000’ ‘000’ ‘000’
The extension options held are exercisable only by the Bank and not by the lessors. The Bank assesses at lease commencement
date whether it is reasonably certain to exercise the extension options. The Bank reassesses whether it is reasonably certain to 1/1/2021 31/12/2021
exercise the options if there is a significant event or significant changes in circumstances within its control. 1&M Group PLC - 87,075 31,725 118,800
31. Share Capital and Reserves Ketan Morjaria 7,650 (2,329) 1,939 7,260
Alemayehu Fissha 4,354 - 1,586 5,940
a. Share capital . -
Morka Holdings Limited 32,107 (32,107) - -
2021 2020 Cornerstone MS Limited 40,635 (40,635) - -
Ushs Ushs Hemlata Karia 3,825 (3,825) - -
Authorised ‘000 ‘000 Jay Karia 3,825 (3.825) - -
1 January and 31 December 150,000,000 100,000,000 Zhong Shuang Quan 4,354 (4,354) - -
96,750 - 35,250 132,000
Issued and fully paid b. Statutory credit risk reserve
1January and 31 December 132,000,000 96,750,000
2021 2020
All the ordinary s'hares that rank equally with regard to the Fjompany’s residual assets, are entitled to dividends from time to Ush’000 Ush’000
time and are entitled to one vote per share at general meetings of the Company.
Provisions as per Bank of Uganda guidelines
The nominal share capital is 100,000,000 shares each valued at Ushs 1000. . .
FIA Specific provisions 1,025,223 35,967,884
Number of shares Ordinary share capital FIA General provisions 2,144,247 3,355,707
‘000 Ushs’000 3,169,470 39,323,591
At the start of the year 96,750 96,750,000 Provisions as per IFRS guidelines (Note 19)
Issue of Ordinary shares 35,250 35,250,000 IFRS 9 expected credit loss (3,8170,003) (21,949,006)
At end Ofyear 132,000 132,000,000 _ 17,374,585

The banks registered authorised share capital was increased in January 2021 from Ushs 96.75 billion to Ushs 132 billion which is
all paid up share capital as at 31 December 2021.The increase in paid up share capital from Ushs 96.75 billion to Ushs 132 billion
was due to provision of more funds by the shareholders.

As at 31 December 2021, the regulatory reserve was UShs Nil billion (2020 - UShs 17.4 billion). The regulatory credit risk reserve
represents an appropriation of retained earnings to comply with the Financial Institutions Act, 2004 (as amended in 2016).

The balance in the regulatory reserve represents the extent to which provisions for loan loss determined in accordance with
Financial Institutions Act, 2004 (as amended in 2016) exceed amounts determined in accordance with IFRS. The reserve is not
distributable.

c. Fair value reserve
The fair value reserve includes the cumulative net change in the fair value of FVOCI investments, excluding impairment losses,
until the investment is derecognised. This is disclosed in the statement of changes in equity appearing on pages 39-40. On 30th
April 2021, the bank disposed of its subsidiary Equity Stock Brokers and thus the fair value reserve has been taken to zero.



32. Off balance sheet contingencies and commitments

a. Legal proceedings

b. Contractual off-balance sheet financial liabilities
In the ordinary course of business, the Bank conducts business involving guarantees, acceptances and letters of credit. These

33. Related party transactions

In the normal course of business, the Bank enters into transactions with related parties. All the loans and advances and deposits
are issued or received from the related parties at market interest rates. There were no provisions held towards impairment of any of
the advances to related parties.

Effective April 30,2021, I&M Group acquired 90% shareholding from 8 miles LLP and Morka Holdings Limited and became the
majority shareholder with a total ownership of 1,188,000,000 shares directly in &M Bank Uganda Limited. , I&M Group Bank
became the ultimate controlling party.

The following are the Bank’s related parties and their relationships;

There were a number of legal proceedings outstanding against the Bank at 31 December 2021. Provisions of up to Ush 2.5Bn
have been made as professional advice indicates.

1&M HOLDINGS PLC ANNUAL INTEGRATED REPORT AND FINANCIAL STATEMENTS 2021

facilities are offset by corresponding obligations of third parties. At the year end, the contingencies were as follows:

Contingencies related to:
Letters of credit
Guarantees
Performance bonds

Other credit commitments

Commitments related to:

Outstanding spot/forward contracts

2021 2020
Ushs'000 Ushs'000
18,690,732 17,383,226
12,271,808 27,741,577
3,903,152 2,325,549
18,781,724 30,100,416
53,647,416 77,550,768
489,000 439,178
54,136,416 77,989,946

Guarantees are generally written by a bank to support performance by a customer to third parties. The Bank will only be
required to meet these obligations in the event of the customer’s default.

Letters of credit commit the Bank to make payment to third parties, on production of documents, which are subsequently

reimbursed by customers.

An acceptance is an undertaking by a Bank to pay a bill of exchange drawn on a customer. The Bank expects most acceptances
to be presented and reimbursement by the customer is almost immediate.

Forward contracts are arrangements to buy or sell a specified quantity of foreign currency, usually on a specified future date at

an agreed rate.

The fair values of the respective currency forwards are carried on the face of the balance sheet.

Prime General supply: Under common shareholding with I1&M Bank (Mr. Alemayehu Fissha who directly owns 4.5% of shares

in the Bank).

Stat pack (U) Ltd: Mr. Alemayehu Fissha, Shareholder of I&M Bank is also shareholder/director in Stat Pack (U) Ltd .
GA Insurance: GA insurance is an arm of | &M Group that has a 90% share holding in I&M Bank Uganda Ltd.

Afri Properties Ltd: Under common shareholding with 1&M Bank(Mr. Alemayehu Fissha who directly owns 4.5% of shares in

the Bank).

Mark Development Co Ltd: Mr. Ketan Morjaria, Shareholder and Non-Executive Director of &M Bank is also shareholder in
Mark Development Company Ltd.
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+ Equity Stock Brokers (U) Ltd: I&M Bank Uganda Limited held 80% shares in Equity Stock Brokers (U) Ltd till 30th April 2021

when it was disposed of.

* Morka Group Ltd: Morka Holdings held 33.188% shares in I&M Bank till 30th April 2021 and Mr. Ketan Morjaria is 100%
shareholder of Morka Holdings Limited.

Transactions with related parties

(a) Transactions with related companies

(iii)

(b)  Transactions with employees

(i) Staff loans

(ii) Interest earned on staff loans

(c)  Management fees received

(d) Management compensation

Loans to related companies
Prime General supply

Stat pack (U) Ltd

Interest Income from loans to related

companies

Prime General supply

Stat pack (U) Ltd

Deposits from related companies

Stat pack (U) Ltd

GA Insurance

Afri Properties Ltd

Mark Development Co Ltd
Morka Group Ltd

Equity Stock Brokers (U) Ltd

Interest expense on deposits from
related companies

Mark Development Co Ltd
Stat pack (U) Ltd

GA Insurance

2021 2020
Ushs’000 Ushs’000
553,407 913,445
2,900 -
556,307 913,445
113,117 37,917
846 -
113,963 37,917
4,838,911 11,875,306
2,302,041 -
- 503,131

- 2,050,395

- 120,163

- 142,048
7,140,952 14,691,043
- 45,999

173 210,922

192 -

365 256,921
4,425,783 303,318
297,079 14,947
21,839 11,463
1,992,766 1,248,262
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34. Capital Commitments 36. Revaluation reserve
The revaluation reserve shows the effects from the revaluation of buildings after deduction of deferred income taxes. The
2021 2020 revaluation surplus from 2020 was transferred to retained earnings in 2021 as the related assets were disposed off. The related
Ushs’000 Ushs'000 assets were Property at Plot 6/6A Kampala road and Busoga building-Jinja.
2021 2020
Capital commitments - : Ushs’000 Ushs’000
. . Transfer of excess depreciation net of tax - (368,578)
a. Operational risk . ' ,
The overall responsibility of managing operational risks - the risk arising from failed or inadequate internal processes, people, Transfer of revaluation reserve to retained earnings (1,195,445) -
systems and external events - is vested with the Board of Directors. The Board through the Board Risk Committee, issues - 1,195,445
policies that guide management on appropriate practices of operational risk mitigation.An independent Risk Manager assures
the Board Risk Committee of the implementation of the said policies. 37. Events after the reporting date

The directors are not aware of events after the reporting date that require disclosure or adjustment to the financial statement as at

The following are key measures that the Bank undertakes in managing operational risk: the date of this report.

« Documentation of procedures and controls, including regular review and updates to reflect changes in the dynamic business
environment.

+ Appropriate segregation of duties, including the independent authorisation of transactions

+ Reconciliation and monitoring of transactions

+ Compliance with regulatory and other legal requirements

+ Reporting of operational losses and ensuring appropriate remedial action to avoid recurrence.

+ Development and implementation of Business Continuity and Disaster Recovery Plans

+ Training and professional development of employees to ensure they are well equipped to identify and mitigate operational
risks in a timely manner.

« Establishment of ethical practices at business and individual employee’s level.
+ Implementation of Risk mitigation parameters, including insurance where this is considered effective.

The entire operational risk management framework is subjected to periodic independent audits (internal) in order for the Bank
to obtain an independent opinion on the effectiveness and efficiency of the framework. Further, the findings of the Internal
Audit department are reviewed by the Board Audit Committee and recommendations made implemented in line with the
agreed timeframe.

b. Compliance and regulatory risk
Compliance and regulatory risk includes the risk of bearing the consequences of non-compliance with regulatory
requirements. The compliance function is responsible for establishing and maintaining an appropriate framework of the Bank'’s
compliance policies and procedures. Compliance with such policies and procedures is the responsibility of all managers.

c¢. Environmental and social risks
Environmental and social risks are the risks that the Bank could bear the consequences of socio-environmental fall-out of
transactions. Such risks could arise from failure of the Bank to assess the impacts of activities (of both the Bank and its clients)
which could harm the environment or have negative social impact.

The Bank is aware that it has a responsibility to ensure that its internal practice and its lending activities do not have negative
environmental and social impacts and is thus committed to ensure that such risks are sufficiently managed through its
environmental and social management policy and by adopting the country’s labour and environmental laws.

An environmental and social management system is being put in place to ensure due diligence and monitoring of the
environmental and social risk is done efficiently. Compliance to these laws is monitored by the compliance function.

The Directors are responsible for selection and disclosure of the Bank’s critical accounting policies and estimates and the
application of these policies and estimates.
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