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Chairman’s statement

2019 was a yearinwhich we workedto strengthen our
capitaland liquidity position. It was also a yearfor
startingthe conversion of our representative offices into
branchesin Zurich and Dubaikeylocations fortrade and
commodityfinance.

Brexitcontinued to affectusasitdidto otherforeign
banksinLondon.The parentbankresolvedto have the
Paris branchremainwith London. This requires
regulatoryapproval by the authoritiesinthe United
Kingdom andFrance.Thisisunderwayas we seeka
third countrybranch licence.

The yearsaw a majoreffortto bringourprocedures and
systemsto the high standards required bythe
regulatorsinboth London and Paris. We have, therefore
moved to strengthen our Finance and our Compliance
teams.TheBoard hasbeen equallyconcernedwith the
need fora continuing assessment of ourrisk policiesin
the currentenvironment.

The yearalsosaw increasing turbulencein the
international banking business intrade finance,
reflecting the US-China trade disputeandinthe FX
markets. This was added to the inevitable
Sterling/Dollaradjustments that followed the Brexit
outcome and the British Election. We worked hard to
adjustto the replacement of Liboraffectingpastas well
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as future transactions. Now we face the gravest

economicsetback the world has experienced since the
nineteen-thirties.

Itis thus vital to salute managementof ourbankandall
ourteamon the efforts beingmade to meet multiple
challenges. We also salute ourparentbankandthe
strength we obtain from the support of the whole BMCE
Bank of Africa Group. This is provinginvaluable as we
face the uncertainties of the yearahead. The Group
ChairmanOthmanBenjelloun andour Casablanca based
Non-Executive Directors were able to announce the
positive outcome of the invitation forinvestmentinthe
Group by this country's Commonwealth Development
Corporation.The CDChas a proud record inproject
finance in Emerging Markets.



Chief Executive Officer’sreview

Houssam El Hak M orssi Barakat

Despitethe challenging global macroeconomicand
geopolitical environment and lowerinterestratesin
2019, we made progress and delivered the highest net
bankingincomesinceinceptionat £21.6M.

The profitbefore taxstands at £4.2M (+ 69%) while
keeping ourcapitaladequacyratioat17%.

We have reviewed andrefreshed ourstrategy and
repositioned our priorities to put our customer
experience inthe heartof everything we do. Oursix
strategicobjectives encompass:improving our
capitalisation and diversifyingoursources of funding,
betterdelivering ourinternational network and
continuingto expand our geographicfootprint, growing
ourbusiness anddeposit base, improving ouremployees
satisfactionand transforming our governance and
operating model. We have therefore taken bold actions
overthe pastfew monthstosteerthe bankina new
directionand makeit more resilient to external shocks.

Improving our potential

We continueto secure ourfoundations andresolve
legacyconductandoperationalissues tounleashourfull
potentialand execute ourstrategic priorities. We have
performed a bank wide surveyto give a voice to our
employeesand listento them; corrective actions are
beingimplemented ineach departmentto addressthe
keychallengesthe business and operations face. We, of
course, stillhave much to do butas anorganization we
become more opentochangeandnimblein our
approach.Asustainedand consistent executionis
paramountto improve our productivity, streamline our
processes, control ouroperating expenses, attract talents
and ultimatelyimprove our costof fundsandour
profitability.
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Furthermore, we have decided to keep BMCE Bank Paris
as a branch andwe are currently closelyworking with the
regulatorsinFranceand the UKto obtain the third-
countrybranch licence, as part of the process that was
putin place postBrexit. Also, | am pleased to announce
thatwe have successfullyupgraded our Dubailicenceto a
branch in March 2020, while the process of upgrading
Zurichis ongoinginline withourcore strategyto be at
the heartofinternationaltradein andout of Africa.

Conclusion and outlook

We are makingstridesinimproving the waywe operate
and preparing ourinstitutionto attract new pools of
capitaland further strengthen ourliquidity position.
There is stillmuch to be done and external conditions are
likelyto be more challengingin the near-term
considering:the downward pressure oninterestrates,
the coronavirus (Covid-19) pandemicthatcomes with
unpredictable human and economicconsequences, the
on-going US-Chinatrade dispute andthe Brexit
negotiations, to namea few.

The covid-19 pandemic will have the most significant
impacton ourforecast for 2020 in terms of Return on
Equitytargetandincome growth. The quantification of
this impactwill largelydepend onthe length of the
imposed lockdown, the size of the accommodative
monetarypolicyacross both Developed and Emerging
markets, the stimulusto be provided by IMF and other
developmentinstitutions to sovereignand corporates
clientsacross ourgeographies. As aninstitution, we are
playing a keyrole andwe continue to supportourcore
clientsandfinanceinternational trade during these
volatiletimes. We also supportouremployees and
communityas evidencedbythe latest financial
contribution of circa USD 100 millionequivalentbyour
Parentcompany, BMCE Bank Group, to assist the most
vulnerableimpacted by Covid-19.

Againstthis backdrop, ourstrength andthe opportunity
will come from continuingto improving ourresilience,
federating our workforce and growingincome atafaster
rate than costs.



Strategic Report

The Directors present their Strategic Report forBMCE
Bank International plc (“the Bank” or “BBI1”) forthe
yearended 31 December2019.

Our Strategic priorities and progress

o Organisation of governing bodies

2019 has been a noteworthy year with the board

spending signifiant time dedicated to the

development of BBl's strategy in response to the

Brexit; reviewing processes to strengthen controls and

improve effectiveness; and assessing the banks

business plan. The governance structure of the bank
remains unchanged and is represented by the
following bodies:

* The Board of Directors consisting of sixNon-
Executive Directors of which three are
independent Non-Executive and the Chief
Executive Officer,and othersregularlyattended
including the ManagingDirectorand Head of Risk,
the Chief Financial Officerand the Head of Internal
Audit. The Boardapproves the overall strategyand
the broad guidelines of BBI.

¢ The Risk Committee consists oftwo non-executive
Directors. The Managing Directorand Head of Risk
has a standinginvitation. Other members of the
Board, the Chief Executive Officer, the Chief
Financial Officerand the Head of Internal Auditare
invited. The Risk Committee monitors and assesses
the adequacyand effectiveness of risk
management policies and processes. It monitors
the full range of risks, financialand non-financial,
including credit, market, liquidity, funding, capital,
operational andregulatory risks.

¢ The Audit Committee consists of two Non-
Executive Directors. The Head of Internal Audit has
a standinginvitation. The Chairmanof the Board,
the Chief Executive Officer, other members of the
Board, and Departmental Heads, example, the
Chief Financial Officer, the Head of Riskare
regularlyinvited. The committee monitors the
adequacyand effectiveness of controls, processes,
governance, integrity of financial statements and
objectivityof internal and external auditors.

¢ The RemunerationCommittee is headed bya non-
executive Director. According to best practices,
this committeeis established to ensure that
remunerationarrangements supportourbusiness
strategicaimsandenabletherecruitment,
motivation andretention of senior executives,
whilstalsocomplying with the requirements of
regulation.

¢ Othercommittees involvedinthe decision making
processes of BBl are:
- Executive Committee
- Assetand Liability Committee
- Credit Committee (
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- Steering and Control Committee‘fQ‘r\

Paris branch

- Human Capital and Communication
Committee

- Compliance Committee

e Brexit Plan

The Board appraised contingencyresponses to the
Brexit.

In 2019, The UK government postponed twice the
date of Withdrawal from the European Union. The
United Kingdomwithdrew from the European Union
on31January2020and enteredanImplementation
Period whichisscheduledto end on 31 December
2020. The Bank initiallydecided to launch the process
tosaleits Paris branchto the sistercompanyin
Madrid, BMCE Bank International SA. This sale was
eventually dismissed.

However, Corporate bankingoperations were
migratedfrom Paristo London. This project required
significantinvestmentinstaff, process and more
importantlyin IT systems upgrade/deploymentin
London.

9 Compliance Remediation Plan

* BBl hassuccessfullyestablishedanimproved and
effective KYCprocessandrevisited its new
accountopening procedures.

9 Zurich & Dubai Licences

* BBl haslaunched application processes to convert
the licence of itstwo representative offices in
Zurich and Dubaiintobranches. Dubai application
was approvedin March 2020, while Zurich’s
applicationis stillongoing.

o.ﬂ\chicvcmcm of business objectives
* OQurlongtermsuccessrelies on generatingvalue
through:

Continuing sales oriented efforts towards Africa.
Protecting ourbusiness with improved controls

and strongcompliance & risk management
processes.

* Commercial efforts: Remaining dynamicon
marketing and communication bysponsoring
several events, attending manymeetings and
conferences related to business in Africa.

* Group Synergies: Capitalising on the BMCE Bank of
Africa brandforthe acquisition of new customers
and continuallybeing a keyplayerforcreating
synergies withinthe BMCE Bank of Africa Group.
Several successful combined transactions with
otherentities of the Group generated substantial
revenuesatGrouplevel. We are still developing
ournetwork and co-financing projects with other
subsidiaries of BMCE Bank of Africa. We are still
expecting strong benefits from Group synergies for
both of the components "BuySide" and "Sell Side".



Strategic Report (continued)

e Achievement of business objectives

¢ Diversifiation: Emphasising the geographic and
sectoral diversification of our "Target Market”. BBI
diversified its sources of funding induding other
banks outside the BMCE Group and in taking more
deposits from corporate customers.

¢ Risks: Maintaining the level of "Risk Appetite" as
approved by the Board. BBI Risk Appetite remains
unchanged and we have kept strong risk
management practices with risk limits aligned to a
carefully considered business strategy.

e Focusing in continue enhancement of our system
of governance and control to ensure that we are
operatingin an efficient manner.

Directors’ Duties and Engagement with
Stakeholders - Section 172 Statement

The directors have acted in goodfaith to promote the

success of the companyforthe benefit ofits

shareholders as a whole whilst having regard to the

following require ments:

¢ thelikelyconsequences of anydecisioninthelong
term;

e theinterests of the company’'s employees;

¢ the needtofosterthe company’s business
relationships with suppliers, customers and others;

¢ theimpactofthecompany’s operations onthe
communityand the environment;

¢ the desirabilityof the companymaintaining a
reputationforhighstandards of businessconduct;
and

* theneedtoactfairlyasbetween members;

The directors alsotook into consideration theviews
andinterest of a widerstakeholders including
customers, employees, regulators and the broader
society. The following section summarizes how the
Directors fulfil these duties.

Decision making in the Longterm

The Board considersand discussesinformation from
acrossthe organizationin orderto help itunderstand
the impact of BBloperation and the interests and
views of ourkeystakeholders. It reviews strategy,
financial and operational performance as well as
information coveringareas such as keyrisks, legal and

P
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regulatorycompliance. The board gets this
information through reports sentin advance of each
board meeting and presentations at board meetings.
As a result of this, the Board has a broader overview
of engagement with stakeholders, and other indices
that enables the Directors to comply with their legal
dutyundersection 172 of the Companies act.

People

Our peopleareatthe heartof ourbusinessand BBI

behaviorisaligned withthe expectation of our staff,
clients, shareholders, communitiesandsocietyasa

whole.In orderforourbusinessto thrive, the bank
managesits people’s performance, develops talents
and maintains highestlevel of culture, engagement

and inclusiveness.

Business Relationship

The bank business model is centered on maintaining a
strong andefficientclientrelationship. The bank
equallyvaluesits suppliers and contractors andthe
importantroletheyplayin delivering services to the
bank.

Community and Environment

The bank strategyis to always create positive change
forthe people andcommunities itinteracts with while
takinginto considerationthe impactofitsactionon
the environment. This was done through Town Hall
meetings where staff made suggestions on how to
betterengage with the communityand charities they
are alreadyinvolved in.

Maintaining a reputation for high standards of
business conduct

BBl creates an environment of good culture, values
and highstandard of good conduct. This has always
guided the bank inmanaging its success and measures
the likely consequences of anydecisionin thelong
term and on stakeholders.



Economic overview

0 Sub Sahara Environment

Growth in Sub-Saharan Africawas ata modest2.4%in
2019 from 2.5% in 2018. There were big differences
between countries. Four of the fastest growing
economiesinthe world in2019 were in Africa: Cote
d’lvoire, Ethiopia, Ghana, and Rwanda. The recovery
in Nigeria, Angola, and South Africa—theregion’s
three largest economies—has remainedfragileand is
bringing down theregional average. Excluding Nigeria,
South Africa,and Angola, growth in therest of the
subcontinentis expected to remain robust, although
slowerin some countries.

e International and Local Environment : Brexit...
According to the OECDE, the world economygrew by
2.9 percentin 2019, the weakestsince 2009, when
the world economyshrank.

High policy uncertainty, ongoing trade
tensions/protectionism, and a further erosion of
business and consumer confidence are all contributing
to the slowdown.

UK Gross Domestic Product grew by 1.4% in 2019
slightlyabove the 1.3% growth seenbetween 2017
and 2018 as perthe ONS.

Weakerglobal growth and Brexit-related uncertainties
weighedon spending.

Climate Change

The bankisaware of its sustainabilityand has been
analysing howclimate change willimpactits business
and how its activities will impactthe environment.
The bank will continue to identifyand access its
exposure to risk from climate changeand has putin
placerobustgovernance and risk management
processesto mitigate its exposure to the

emergence of climate changerisk.
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Risk Management Framework

BBl adopts the risk management model knownas the
‘three lines of defence’ governance model. Thisisthe
model of risk management thatallows the Board to
implementand control the decisions on strategy, risk
and capitalthataretakenbythe Board.

This model allows BBl to implement effective risk
managementand arisk culture.

The Board of Directors has ultimate accountability for
risk management. Together, withvarious committees
within BBland risk policies, theyare anintegral part
of BBI’s Riskmanagement framework.

BBI is committed to ensure thatits risk management
framework is robust, up to date andinline with best
practice.

BBI periodicallyreviews its risk appetite and ensures
thatitis inlinewith the currentenvironment, the
strategyof BBl andbudgets. Thisis provided in both
business asusual and stressed conditions.

BBI Lending portfoliocontinues to be well diversified
in terms of counterparty, business unitand country
risk. The below graphshows :

EXPOSURE BY REGION

Western
Europe
32%

Africa
45%

6%

Even with a diverse portfolio, certain sectors and
regions have experienced some difficulties that mainly
resultedto the contraction of our Commodity Finance
portfolio.

However, BBI’s portfolio continued to perform wellin
the fourmain business lines where it operates :

* Treasury& Capital Markets;

* Loan Solutions;

e Commodities Trade Finance;and
* Paris Branch.



Strategic Report (continued)

0 Credit Risk

Credit risk is the current or prospective risk to eamings
or capital arising from an obligor’s failure to meet the
terms of a contract with BBl orits failure to perform as
agreed.

The credit risk indudes counterparty risk, settlement
risk and concentrationrisk.

BBI faces credit risk on its exposure to sovereigns and
corporates from its capital markets, corporate banking
and project finance businesses, and from its exposure
to finandal institutions and corporates from its trade
finance andtreasuryactivities.

BBI has a detailed credit policy and procedures manual
providing an operating model and information on how
the credit risk management processes are embedded
in the business and overseen at the highest level
within BBI.

BBI continues to act on the finandal market, providing
solutions, products and services accordingly with the
defined risk appetite and within the governance in
placeforapproving anycredit risk.

Creditriskisthe mainriskin BBlasshown herebelow:

Capital Requirements
per Kind of Risk

H Credit
W Market

m Operational

The lending portfolio of BBlincreasedsignificantly
duringthe lastfouryears, whilst the non performing-
loans has managed to stayata reasonable level.

BBl do nothave significant open positions on
derivative products. The results coming from these
products are mainlydue to commercial transactions.
BBl doonlyFXswapsorinterestrate swaps.The
Capital requirement related to counterparty exposure
for these products is calculated based on the standard
approach andis not material.

e M arket Risk

\&
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Marketrisk covers therisks thatarise from
fluctuationsin the values of, orincome from tradable
assets, in particulararising from changes in interest
rates, foreigncurrencyexchangerates, and the
market prices of equities and commodities.

BBl is exposed tointerest rate risk onits holdings of
treasury and corporate bonds portfolio and the risk
from trading foreign exchange.

The financial instruments (bond) portfolio is treatedas
assetheld atfairvalue throughother comprehensive
Income (FOCI) forthe purpose of capital calculations.
The fixed income portfolio represents 28% of the total
balance-sheet.

31% is High Quality Liquid Assets and rated above AA-.

Onlyminimal currencyrisk will arise from BBI’s fixed
income activityas the purchase of most securities
denominated inforeigncurrencywill befundedona
matched basis.

Currency risk will arise, however, from BBI’s tradingin
foreign exchange (mainlyspot, forwards and ata later
stage options). BBl manages an open position
accordingly with its riskappetite.

Marketriskin the banking book mayarise from
corporate banking activities; all marketrisk arising
from this business will be passedto the tradingbook
foractive managementand will therefore attractthe
additionalcapital requirements forinterestrate and
foreign exchangerisk setoutabove.

e Operational Risk

Operationalriskistherisk of loss resulting from
inadequate orfailed internal processes, people and
systems, orfrom external events.

BBI currentlyuses the BasicIndicator Approach(BIA)
to calculateit’s Operational Risk requirements.
Followingthe Basel Il Committee recommendations,
BBl will replace the BIA calculationwiththe new
‘Standardised Measurement Approach’as soon as this
revised calculation methodis finalisedand
implementedbythe regulator.

BBI continue to have a sound reputation andto steer
its operational risk carefullyandaccording to best
practices.

BBl is dedicatedto the managementof operational
risks. The framework aims to:

eMinimiselosses generated by operational risk;

e Improve control of operations where necessary;
ePut in place adequate performance measurement
and earlywarning signals; and

e Enhance operational risk awareness and culture.



Strategic Report (continued)

e Liquidity Risk

Liquidityriskisthe riskthata firm, although solvent,

Risk Tolerance approved bythe Board.
These internal limits are benchmarked against the
Individual Liquidity Guidance to ensure theyare at

eitherdoes not have available sufficient financial
resources to enableitto meetits obligations as they

falldue, orcan securesuch resourcesonlyat
excessive cost. The liquidityratioof BBl has continued
to be well above the regulatoryrequirementandalso

well above the internal constraint, showing a
comfortable liquidity position.

leastasstringent.

Principal risks and uncertainties
The table below summarizes the principal risks and
uncertainties.

BBl monitors its liquidity verycloselyand within the

Risks and Description/C t/1 t Mitigati Change
.. escription/Component/Impac itigation
uncertainties scription/L.omp P g 2019/2018
Risks
CreditRisk Desc.rlptlon:Non-lnvestmentgradedlrect Country/counterparty
lending . . .
. analysis, Credit committee
Component.Su.b-sahgrlanarea approval
Impact: Losses innotional
Market Risk Description:Interest rate hikes/Currency Limitin place and potential
volatility hedge with Interest rate swap
Component: USD rates and Fxswaps
Impact: Marketlosses (% of notional)
Regulatory Description:Heightened regulation
Component:Basel lll Regulatoryupdates
Impact:Regulatorybreach and internal control
Paris 3rdcountrybranch licence application
Liquidity Description:Longterm assets not covered Application and

by wholesale funding

Component: Fundingdiversification
Impact: Reputational risk

implementation of ILAA
(Individual Liquidity Adequacy
Assessment)

Compliance

Description:AML/KYC (Anti-Money
Laundering /Know Your Customer) related
issues

Component: High percentage of Political
Exposed Persons (PEPs) and Specially
Designated Nationals (SDNs)in ourclient
base,in particularthe oil business

Impact: Reputational risk

AML Officer, AML systems,
AML policy

Operational

Uncertainties

Economicdifficulties
in African countries

Description:TI/Delta UK Migration:
Component:riskof miss-booking/errorsin
corporate banking transactions
Impact:accountingof BBl assets
/Reputational risk

Description: Lowergrowth in Africa
Component: Bearish commodities market;
low oil market.

Impact: Lower banking income

* Operationscentralisedin
Paris

e Trade validationfunction
created

Exploring new market
opportunitiesin Africa

Brexit

Description: Uncertainties about the final
negociations results

Impact: operational risk

Monitoringimpacts of ongoing
UK/EU negotiations

CoviD-19

Risk of deterioration of the financial

position of counterpartiesa/n‘c-i:b_reach of

creditcovenants. / i\
(’- Pagell

Reducing activitiesin Oil linked
business

Additional review of clients
activities

%{%@ I YT AR




Strategic Report (continued)

‘ Significant accounting judgements

The auditcommittee has considered the keyareasof
estimation andjudgementappliedinthe financial
statements as setoutin note 3. The considerations
forthe mostsignificantareas for2019included:

Key area Action taken

IFRS 9standards « The auditcommittee considered management’s keyjudgements used to establish
(business models, the approriate level of expected creditloss allowances on the Bank’s portfolio. The
probabilityof default, loss auditcommittee considered the range of estimates as disclosed in notes 36 —credit
given default, etc.) risk.

Revenue recognition— « The auditcommittee consideredthe nature of fees forloans to be recognised asan
Fee income adjustment to the effective interest on loans andthe outputfrom the processfor

monitoring effective interestrate adjustments. See note 2.3and 2.4.

Deferred Tax Asset . The auditcommittee consideredthe recoverability of deferredtaxassets by
reviewing forecast profitability and considering the sensitivities to those forecasts
onthe period torecoverthe deferred tax asset.

Impairmenttest of the * The auditcommittee consideredthe contribution of “Corporate & Investment

Goodwill Banking” and “Treasury & Capital Markets” the two Cash Generating Units (CGUs)
forthe valuation of the Goodwill and consequently concluded that no additional
impairment was necessary.

Brexit
Afterthree extensionsandthree anda half years of
turnmoil, Brexit eventuallytook place on the 31stof
January 2020. A window of eleven-months transition
period opens with ongoing talks withthe EU ona new
trade deal. As a result of these trade negotiations, itis
possible that BBI could face restrictionsinproviding
certainservicesinthe European EconomicArea (EEA).
However, the Bank’s business model focus on doing
business with Africa, such restrictions should have a
limitedimpactin the Bank’s business plan (incase of
Hard Brexit).
As faras the Paris branchis concernedthe Board
dismissed its original plansto sell itto its sister
companyin Spain, instead application fora third
countrylicence was launched.

( N
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Strategic Report (continued)

Development and performance by business lines
for theyear 2019

Profit/(Loss) on FX 360 (143)
Profiton bonds 7,416 2,390
MoneyMarket 834 1,957
Treasury — Capital M arket 8,610 4,204
Loan Solutions 6,625 6,613
Commodities Trade Finance 2,715 3,180
Paris branch 3,103 3,759
Corporate Banking 12,443 13,552
Otherincome notallocated 979 347
Subordinated debtinterestnot allocated (421) (635)
Net op erating income 21,611 17,468

Graphsbelowshow the 5yearstrend.

Treasury - Capital Market Loan Solutions Commodities Trade Finance Paris Branch

0 | ez v D
Treasury — Capital Market (TCM) marketconditionsand a large number of
Revenues net of funding generated by TCM in 2019 transactions being postponed to close in 2020.
stood at £8,610k which is the highest performance Income generated by the departmentremained
since inception of BBI. TCM has more thandoubleits flatin 2019 to £6,625K (2018: £6,613K) .
netrevenuescomparedto the £4.204k for FY2018 i.e. Collaboration with the two representative offices
+105%. This outstanding result, driven byrecord profit inZurich and Dubaihas begunto yield positive
onsales of bonds previously held at amortised costs, impacton the performance of the department.
was achieved despite challenges & headwinds such as:
¢ ThechaosandthesagathathasbeenBrexit *  Commodities and Trade Finance (CTF)—-CTF’s

2019 performance was down by 15% to £2,715K
(2018: £3,180K) due to a contraction of the
CommodityFinance portfolio, while Trade Finance
business grew significantlyin 2019. CTF will
continueto have adynamicanddiversified
strategyin 2020driven bythe noteworthy
collaboration with Zurich and Dubaiand our Sister
CompaniesinCasablancaandShanghai.

¢ Trade warbetween the United States and China
which occasionally caused great volatility

¢ Also, the funding costwentfromanaverage
2.262% in 2018 to 2.746% in 2019 whilstthe bond
book returns were fixed throughoutthe period.
The impactofincreasedcostof fundingon TCM’s
netrevenuesamounted to a staggering £694k
additionalcostthisyear. Furthermore, netloss

(vield —costof funding)on the bank HQLAwas » Paris branch —The Paris branch contributionto
£262k. BBI’s revenueisrobust.Inline with the global

commercial strategy of BBI, the Paris Branchhas
demonstrated resilience ingenerating businesson

Corporate B"m.kmg Trade Finance despite strong competitionand
¢ Loan solutions —. Loansolutionrecorded a increased fundingcosts.

resistant performance thisyear despite the tough

\ 4 Pagel3
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Strategic Report (continued)

Income analysis

The netoperatingincomeincreasedby23.7% to
£21,611k. Theincrease in netoperatingincome
compared to the prioryearresultedfrom a strong
performanceonthebond marketbutalsofroma
resilient corporate banking activities.

Netinterestincome grew by0.5% to £16,855k (2018:
£16,766k.

Forthe fourth consecutive year, the interest margin
suffered dueto the increaseinthe costoffunding
provided bythe Group parentcompanydespite three
hikes on US FED rate in 2019.

The level of interest expenses reflectedalso BBI's
willingness to hold strong liquidity level to meet
regulatoryrequirements.

The feesand commissions entered into a negative
territorywith a netresult of £-484k (2018: £581K)
mainlydrivenbythe slowdownon commodoties trade
business.

Nettradingincomejumped from £105k in 2018 to
achieve £4,261Kin 2019 taking the benefitfrom a
favorable bond marketdueto the US FED’s decision to
hike rates threetimesin 2019.

Operating expenses rose to £16,580k up by 11%
(2018: £14,900k ), mainlydrivenbystaff costs. Swings
between otheroperating expenses and depreciation
resulted mainly from the firsttime application of IFRS
16 on leases.

Personnel expenses increased significantly by 14.2%
toreach £7,082 (2018: £6,201k ). The Bank keptits
on-going commitmentto investin human capital
resources bystrengtheningteams andretaining
talentedpeople.

Amortisation and depredation rose by 78% (£1,569K
VS £879K in 2018) because of operating leases being
booked underthe new standard.

The costincome ratio improved from 85.3% in 2018 to
76.7% in 2019.

£ million
90.0%

80.0%
70.0%
60.0%
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13.6

61

12.0

2017 2018 2019

Oper.costs mmmm Netoper.Inc.

Expected creditloss allowances rose to reach £834k in
2019 mainlydue to the deterioration of stage 3 assets
with animpactof £1.2M despite an appreciation of
stage 2 assets for £390K.

Profit beforetaxrecorded a sharp rise 0f 69.1% to
£4,166K vs £2,464k in 2018.

Profit before tax—Evolution:
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Amid favourable market conditions but Brexit
uncertainties, the bank remains profitable and
continues to recognise deferred taxassets in full.
Deferred taxassets are expected to be recoveredover
10years.

Consequently, BMCE Bank International plcrecorded
anetprofitof £2,852k forthe yearended 31
December2019resultingina 31% inccrease
compared to lastyear(2018: £2,169k)
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Strategic Report (continued)

Balance sheet analysis

The total assets decreased by 18.7% to £467,778k
(2018: £575,063k). Earning assets decreased by
£112,240k to £436,905k (2018: £549,145k). Loans to
Banks decreased by 71,795k to £85,602k (2018: £
157,397k ) whereas loans to customersincreased by
£4,456k to £216,052k (2018: £211,596k).

Depositliabilities decreased by 24.5% to £359,958k
(2018: £476,862k). The decrease was mainlyfrom the
Group entities and deposits coming from corporate
customers.

Total shareholder’s equity increased by 7.4% to
£81,016k (2018: £75,454k) mainly due to a combined
effect from gains on sales of finandal instruments and
the net profit fully reinvested by the shareholder. BBI
continued to operate a profitable business model
based onitsfundingandits good qualityassets
portfolioheld.

Capital management
. Definition

T he Bank’s regulatory capital consists ofthe sum ofthe

following elements:

* Tier 1 capital (all qualifies as Common Equity Tier 1
(CET1) capital) - itincludes ordinary share capital,
retained earnings, reserves and other comprehensive
income (OCI) affer adjustment fordeductions for goodwill
and other regulatory adjustments relating to items that are
included inequity but are treated differently for capital
adequacy purposes.

* Tier 2 capital -itincludes qualifying subordinated
liabilities.

£°000

Tier 1Capital 65,965
Subordinated debt (principal) 15,051
Own funds 81,016
Required capital 69,046
Surplus capital 12,506
Risk weightedassets 469,702
Tier 1 capitalratio 14.04%
Solvencyratio 17.36%

Signed on behalf of the Board

10/07/2020

David Suratgar

Chairman

>
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As at31 December2019, BBl recorded a capital
adequacyratioof 17.36% (2018: 17.0%) with a core
tierlcapitalratioof 14.16% (2018: 13.5 %).The
capital ratios remained inexcess of regulatory
requirements as atthe reporting dateand
demonstrated the robust capital position ofthe BBI.
Risk weightedassets increased by 2.9%% to
£469,702k (2018: £456,561k ). Itis expected that
with the strength of ourcurrent capital ratios, the
shareholder’s decision to waive dividends until 2020
and the rigourous BBI’s approach to find the right
risk/return mix, BBl will be able to meetits regulatory
capital requirementsinthe future.

Solvency ratio Evolution:

19.5%
19.0%
18.5%

18.0%

17.5% 17.4%
17.0%

19.0%

17.0%
16.5%

16.0%
2017 2018 2019

Liquidity and funding

BBI’s funding strategy continued to relyon funding
from the Group. However, the continuous profitable
performancerecordedforthe last5years allowed BBI
to diversifyits source of funding outside the ultimate
parentcompany;andwiththesameaimto get
altrnative funding sources to manage costs and guard
againstfunding disruption. BBI continued to maintain
areserve accountwith the Banque deFrance and to
hold high-quality, unemcumbered liquid assetsinline
with the regulatorybufferasset requirements. In
addition, highlyliquid money marketinstruments
were heldto supportliquidity requirements.

BBl is committedto meetstronglevel of regulatory
requirements both LCR and NSFR.

Key performance indicator

Return on shareholders’ equityimprovedto 3.5%
(2018: 2.9%).

Houssam El Hak M orssi Barakat

Chief Executive Officerand Director
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Statement ofDirectors’ responsibilities

The Directors areresponsible for preparing the
StrategicReport, the Directors’ Reportand the
financial statementsin accordance with applicable law
and regulations.

Companylaw requires the Directors to prepare
financial statements for each financial year. Under
thatlaw the Directors have electedto prepare the
financial statements in accordance with International
Financial ReportingStandards (IFRSs) as adopted by
the EuropeanUnion. Under Companylawthe
Directors mustnotapprove the financial statements
unlesstheyare satisfiedthat theygive a true and fair
view of the state of affairs of the Bankand the profit
or lossof the Bank forthat period.

In preparing these financial statements, the Directors

are requiredto:

e selectsuitableaccountingpolicies and thenapply
them consistently;

¢ make judgements and estimates thatare
reasonable, relevant and reliable;

e state whetherapplicable International Financial
ReportingStandards (IFRSs) as adopted bythe
EuropeanUnionhave been followed, subject to
anymaterial departures disclosed and explained in
the financial statements;

e provide additional disclosures when compliance
with specificrequirementsin IFRS is insufficient to
enableusers to understand the impact of
particulartransactions, other events and
conditions on the entity’s financial position and
financial performance; and

e prepare thefinancial statements on a going
concern basisunlessitisinappropriateto presume
thatthe Bank will continueinbusiness orunless
theyintend either to liquidate the Bank orto cease
operations, orhave no realisticalternative but to
doso.

Signed on behalf of the Board 10/07/2020

Houssam El Hak Morssi Barakat
Chief Executive Officerand Director

Date:

!
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The Directors areresponsible forkeeping adequate
accounting records thatare sufficienttoshow and
explainthe Bank’s transactions and disclose with
reasonable accuracyatanytime the financial position
of the Bankandenablethem to ensurethatthe
financial statements complywith the Companies Act
2006. Theyare responsibleforsuchinternal controlas
theydetermineis necessaryto enable the preparation
of financial statements thatare free from material
misstatement, whetherdue tofraudorerror.Theyare
alsoresponsible forsafeguarding the assets of the
Bank andhence fortaking reasonable steps forthe
preventionand detection offraudand other
irregularities.

Directors’ statement of disclosure to auditors

Each of the Directors confirms that:

* tothe bestofeachDirector'sknowledgeand
belief, there is no informationrelevantto the
preparationoftheirreport of whichthe Bank’s
auditoris unaware;and

e eachDirectorhastakenallthe stepsa Director
mightreasonablybe expected to havetakento be
aware of relevant auditinformation andto
establish that the Bank’s auditoris aware of that
information.

This confirmation is givenand shouldbe interpreted in
accordance with the provisions of section 418 of the
Companies Act 2006.

David Suratgar

Chairman

o



Directors’ report

The Directors of BMCE Bank International plc present
theirDirectors’ reportforthe yearended 31 December
2019. As permittedbyParagraph 1A of Schedule 7 to the
Large and Medium sized Companies and Groups
(Accounts and Reports) Regulations 2008 certain matters
which are requiredto be disclosedinthe Directors’
Reporthave beenomittedastheyare included in the
StrategicReporton pages 7-15. These matters relate to
Future Developments; and Financial Risk Management
Principal activities

The Bankisauthorised and regulated bythe Prudential
Regulation Authority (PRA) and Financial Conduct
Authority (FCA).

The Bank’s principal activities are Corporate and
Investment Banking, focusing on trade, structured and
projectfinance and corporate lending fortarget
customers based inAfrica orwith aninterestinthe
region andTreasuryand Capital Markets, focusingon
currencyand interestrate markets ofthe region.

The Bank operatesin the United Kingdom, in France
(Branch) andhad two rep offices in Switzerland and
Dubaiwhich are being convertedto branches post
31/12/2019 .

Business review

BMCE Bank International plcis an authorised credit
institution and provides arange of banking and financial
services. There have notbeenanysignificant changesin
the Bank’s mainactivitiesin theyearunder review.

The Directorsarenotaware, atthe date of this report, of
anylikelychangesin the Bank’s activitiesin the
forthcoming period.

BMCE Bank International plcinvests significantlyin
human capitalandits IT systems with the objective of
improvingits business andfinancial performances. The
Directors regard such investment as necessary for
shiftingexpectations on the future of the business.
Results and dividend

The Bank’s profit forthe yearafter taxation amounted to
£2,852k (2018: £2,169k).

No dividend was paid during the year (2018: £Nil). The
Directors do notrecommend the payment of a final
dividend forforthe financial year 2019 (2018: £Nil)
Capital structure

The Bank’s capital structure remains unchanged.
However, the negative retained earnings have
decreased due to profits being fullyreinvested in the
business.

As at31 December2019,the maturity of €17,700k
subordinated debtremained 2023.

Pillar 3 disclosures

Furtherinformation regarding the Bank’s approach to
risk managementandits capital adequacyis containedin
the unaudited Pillar 3 disclosures made underthe
currentregulatorycapital requirements.

These disdosures will be published on the Bank’s website
shortly after the approval of these financial statements at

J/ . i

Signed on behalf of the Board —
10/07/2020 :

Houssam El Hak Morssi Barakat

=

Chief Executive Officer and Director
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Directors
The Directors, who all served throughout the year, unless
otherwise shown are as listed onpage 4 of the report.

Directors’ interests

None of the Directors has, orhad during theyearunder
review, anybeneficial interestin the shares of the
Company.

Directors’ insurance and indemnities

The Directors have the benefit of the indemnity
provisions containedinthe Company’s Articles of
Association (‘Articles’),andthe Companyhas maintained
throughoutthe year Directors’ liabilityinsurance for the
benefitofthe Companyand the Directors.

The Companyhasenteredinto qualifying third party
indemnityarrangements forthe benefitofallits
Directors in a form and scope which complywith the
requirements of the Companies Act 2006 and which
were in force throughoutthe yearandremainin force.

COVID-19

The Directors are closely monitoring the impact of the global
pandemic from the outbreak of Covid-19 which became
significant in March 2020 and is causing widespread
disruption to normal patterns of business activity across the
world, including the UK. This pandemic has created
unprecedented challenges for individuals, economies,
financial markets, financial institutions and governments.

In response to this evolving situation, the Bank keeps
reviewing its business activities so as to adapt to the
ongoing situation and has put in place contingent plans to
enable staff to work remotely which has been working
successfully.

Going concern basis ofaccounting

The Directors have a reasonable expectation that the Bank
has adequate resources to continue in operational existence
for the foreseeable future and for at least 12 months from
the date of approval of the financialstatements.

The directors consider that there is no material uncertainty
on going concern.

In making this assessment, the Directors have considered a
wide range of information relatingto present and future
conditions, including the current state of the balance sheet,
future projections of profitability, cash flows and capital
resources, support from its parent company and the longer-
term strategy of the business.

The Bank has taken into consideringthe current and
potential impacts of Covid-19, including on its business
plans.

The Bank’s capital and liquidity plans have been stress
tested under a range of stressed scenarios and have been
reviewed by the Directors.

The Directors assessed a range of scenarios including
stressed scenarios and the results indicated that the Bank
would have sufficient capital and liquidity to fund its balance
sheet for each reasonably possible scenario.

The Directors also concluded that both capital and liquidity
forecasts remained within present regulatory requirements,
over the period assessed.

The Directors therefore believe that it remains appropriate
to continue to adopt the going concern basis in preparing
these Bank’s financial statements.

&

David Suratgar Chairman



Independent auditor’s reportto the members of
BMCEBank International plc

Opinion

We have audited the financial statements of
BMCE Bank International plc (“the company”) for
the year ended 31 December 2019 which
comprise the Statement of Profit or Loss, the
Statement of Other Comprehensive Income, the
Statement of Financial Position, the Statement of
Changes in Equity, the Statement of Cash Flows,
and notes to the financial statements, including a
summary of significant accounting policies. The
financial reporting framework that has been
applied intheir preparation isapplicable law and
International Financial Reporting Standards
(IFRSs) asadopted by the European Union.

In our opinion the financial statements:
e give a true and fair view of the state of the
company’s affairs as at 31 December 2019
and ofits profit for the year then ended;

have been properly prepared inaccordance
with IFRSs as adopted by the European Union;
and

have been prepared in accordance with the
requirements ofthe Companies Act 2006.

Basis foropinion

We conducted our audit inaccordance with
International Standards on Auditing (UK) (ISAs
(UK))and applicable law. Our responsibilities
under those standards are further described inthe
Auditor’s responsibilities for the audit ofthe
financial statements section ofour report. We are
independent ofthe company inaccordance with
the ethical requirements that are relevant toour
audit of the financial statements in the UK,
including the FRC’s Ethical Standard, as applied
to public interest entities, and we have fulfilled our
other ethical responsibilities in accordance with
these requirements. We believe that the audit
evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Conclusions relating to going concern

We have nothingtoreportinrespect ofthe
following matters inrelation to which the ISAs
(UK)require us to report toyou where:

e the directors’ use of the going concern basis of
accounting in the preparation ofthe financial
statements is not ap propriate; or

the directors have not disclosed inthe financial
statements any identified material uncertainties
that may cast significant doubt about the
company ’s ability tocontinue to adopt the
going concern basis of accounting fora period

Vs
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of at least twelve months fromthe date whenthe
financial statements are authorised forissue.

Key audit matters

Key audit matters are those matters that, inour
professional judgement, were of most significance
in our audit of the financial statements ofthe
current period and include the most significant
assessed risks of material misstatement (whether
or not due to fraud) we identified, including those
which had the greatest effect on: the overall audit
strategy; the allocation ofresources in the audit;
and directing the efforts of the engagement team.
These matters were addressed inthe context of
our audit of the financial statements as a whole,
and in forming our opinion thereon, and we do not
providea separate opinion on thesematters.

We summarise below the key audit matters in
forming our audit opinion above, together withan
overview of the principal audit procedures
performed toaddress each matter and, where
relevant, key observations arising from those
procedures.

These matters, together withour findings, were
communicated to those charged with governance
through our Audit Completion Report.



Independent auditor’s reportto the members of
BMCEBank International plc - Continued

Area of focus

How ourauditaddressedthe area offocus

Credit risk in relation to loan loss provisions

Refer to Significant Accounting Policies (Note 2); and Notes 3, 13
and 18 of thefinancial statements.

The impairment provision relating to the company’s loans and
advances to customers portfolioisaninherentlyjudgemental
area dueto the use of subjective assumptions and high degree of
estimation. Itrequires the directors to make judgements over the
abilityof the counterparties to make future loan repayments.

IFRS9requires the companyto considerimpairment provisions
usingan expected creditloss (‘ECL’) model.

The companyusesa model to determine the expected losses,
applying judgement to the input parameters used within the
model including those related to future economic scenarios.

Judgementisalso required to determine which of the IFRS9
three stagesrisk categories the exposure falls into, which inturn
determines the appropriate expectedloss metricto be used.

We assessedthe design andimplementation and tested the
operating effectivenessof the keycontrols operatinginthe
companyin relation to creditrisk onloans and advances to
customers.

We performed the following procedures, on a sample basis:

Reviewedthe creditfiles forsignificantloan exposures
includedinthe watch list;and
Reviewedthe creditfiles for performing loans to identify
indicators of deterioration incredit quality.

In respectof the model used to determine expected credit
losses, we:

. Consideredthe appropriateness of the methodology used
by the companyin the preparation of IFRS 9 provisions
including the processin placeforallocating loansto IFRS 9
three stages risk categories;

Engaged ourcreditriskspecialists to reviewthe
appropriatenessofthe ECLmodel used; recalculated the
ECL and comparedthe results with the company’s position
to assess reasonableness;

Reviewed keyassumptions usedin applying the
methodologyadoptedandassessedthem for
reasonableness; and

Tested the mathematical integrity of the model,
completeness of the loan portfolioapplied and data inputs

used.

Key observations

We found thatthe approachtakeninrespect of loan loss
provisions was consistent with the requirements of IFRS9and
judgements made werereasonable.

Risk of fraud in revenuerecognition

Refer to Significant Accounting Policies (Note 2); and Notes 7 and
8 of the financial statements.

As the majority of the company’s revenueis system generated,
the fraud risk overrevenue recognitionrelates specifically to the
recognition of fee and commission income which areidentified
manuallyandrecognised using the effective interestrate (‘EIR’)
method.

Fee and commissionincome, which forms anintegral part of the
EIR of a financial asset, isincluded in the measurementofthe EIR
whichis used in the computation of interest income.

EIR adjustments are estimatedand monitored manually.

Judgementisrequired to determine whetherfees and
commissions arerecognised as partofthe EIR orrecognised
when a service has been performed. Judgementis also required
todetermine the expectedlife of the loan.

We assessed the design and implementation and tested the
operating effectiveness ofthe key controls over revenue
recognition, in particular around fee and commission
income recognised on an EIR basis.

With respect to EIR calculation, over a sample of
instruments we:

Verified data inputs used in the calculation to the
respective underlying agreements;

Assessed the period over which yield adjustments
were applied;

Assessed management’s consideration forthe
recognition of fees and commissions as part ofthe
EIR or on the performance of a service;
Considered the appropriateness ofjudgement applied
in determining the basis ofrevenue recognition; and
Re-performed the EIR calculations.

Key observations

We found that the judgements and estimates applied in
determining the basis for revenue recognition in relation to
fee and commission income were reasonable and
consistent withthe requirements of [IFRSs.

=
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Independent auditor’s reportto the members of
BMCEBank International plc - Continued

Recoverability of deferred tax asset recognised in relation to
tax losses

Referto Significant AccountingPolicies (Note 2);and Notes 3and
14 of the financial statements

Netdeferred taxassets (‘DTA’) of £5.9m are recognised on
balance sheetin respect of temporarydifferences, of which
£5.3m relateto taxlosses carried forward.

DTA on taxlossesisrecognised onthe basisthatinthe directors’
assessmentitis probable thatsufficient future taxable profits will
be generated against which the lossescan be utilised.

Judgementisrequired to assess reliablythe amount of future
taxable incomethatwillbe available forrelief andthereis
furtheruncertainty overthe reliability of the forecast forthe
extended forecastingperiod. Furthermore, there are restrictions
onthe utilisation of taxlossesperyearforbanks.

We reviewed the directors’ assessment of the recoverability of
DTA, induding assessing financial projections and assumptions
on future profitability.

In particular, we performed the following procedures:

* Reviewedthe underlyingdeferred tax calculations for
accuracyand completeness, with the assistance of ourtax
specialists;

* Evaluatedthe keyassumptions underpinning future taxable
profit projections usedinthe directors’ recoverability
assessment, in particularthe forecastingperiod used;

*  Where relevant considered the consistency of these forecasts
with board approved financial plans; and

* Analysedhistorical budgeting accuracythrough discussion
with management regarding material movementsinactual
results against the approved budgets and performed our own
sensitivityanalysis.

Key observations

We found thatthe methodologyandassumptions usedin
assessingthe recoverabilityof DTArecognised in relation to tax
losses were reasonable.

Risk of unrecognised goodwill impairment

Refer to Significant Accounting Policies (Note 2); and Notes 3 and
23 of the financial statements

Thecarrying value of the company’s goodwill resulting from
historic business combinations is £8.5m, net of £4.9m impairment
recognised in previous years.

Thedirectors have allocated goodwill to the followingcash
generating  units (CGUs):

* Corporate and Investment Banking; and

* Treasury and Capital M arkets.

Thedirectors assess, at each reporting date, the carrying value of
goodwill. This is done by estimating the present value of future
estimated cash flows expected to be derived from the underlying
CGUs (the recoverable amount). The recoverable amount ofthe
underlying CGUs is supported by value-in-use calculations based
on discounted future cash flows(‘DCF’).

Estimating discounted future cash flowsrequires the directorsto
use significant assumptions by applying judgement regarding
future economic and market conditions, business prospects,
growth rates and discount rate applied.

We reviewed the directors’ goodwill impaiment assessment
including assessing finandal projections and assumptions on
future cash flows.

In particular, we performed the following procedures:

* Assessed theappropriatenessof the CGUs identified by
management and allocation of goodwill to these CGUs;

* Evaluatedthe methodical and mathematical accuracy of the
model usedforthe impairment testing;

* Evaluatedthe keyassumptions underpinning the DCF
forecasts, including longterm growth rates, the discount rate
and the methodologyused by managementto conductthe
impairmentassessment;

*  Where relevant considered the consistency of these forecasts
used inDCF calculationwith board approved financial plans;
and

* Analysedhistorical budgeting accuracythrough discussion
with management regarding material movementsinactual
results against the approved budgets and performed ourown
sensitivityanalysis.

Key observations

We found thatthe company’s estimates and judgmentsused in
assessinggoodwillimpairmentasat31 December 2019 were
reasonable.

!
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Independent auditor’s report to the members of
BMCEBank International plc - Continued

Impact of the outbreak of COVID-19 on the financial statements

Refer to Strategic Report, Directors’ Report, Significant
Accounting Policies (Note 2); and Note 30 of the financial
statements.

Since the balance sheet date there has been a global pandemic
from the outbreak of COVID-19. Thepotential impact of COVID-
19 became significant in March 2020 and is causing widespread
disruption to normal patterns of business activity across the
world, including the UK.

Thedirectors’ consideration of the impact on the financial
statements is disclosed in the strategic report on page 11,
directors’ report on page 17 and going concern assessment on
pages 17 and 31. Whilst thesituation is still evolving, based on
the information available at this point in time, the directors have
assessed the impact of COVID-19 on the business and have
concluded that adopting the going concern basis of preparation is
appropriate.

As per Note 30 to the financial statements, the directors have
also concluded that COVID-19is a non-adjusting post balance
sheet event.

We assessedthe directors’ conclusion thatthe matter be
treated asa non-adjusting postbalance sheeteventandthat
adopting the goingconcernbasis for preparation of the financial
statementsisappropriate.

We considered:

* Thetimingofthedevelopmentofthe outbreakacrossthe
worldandinthe UK;and

* How the financial statements and business operations of the
companymightbe impacted bythe disruption.

In forming our condusions over going concern, we evaluated
how the directors’ going concern assessment considered the
impacts arising from COVID-19 as follows:

* Wereviewed thedirectors’ going concern assessment
including COVID-19 implications based on arange of scenarios
andincludingstressed scenarios as approved by the boardof
directors;

* We made enquiries of directors to understand the period of
assessment considered bythe directors, and the potential
impactof COVID-19 on the company’s financial performance,
business operations, and liquidityand regulatory positions;

*  We evaluated the key assumptions used in the scenarios
indicated above and considered whether these appeared
reasonable;

*  We assessedthe potentialimpact of COVID-19 on the
company’s capital utilisation and considered whetherthe
directors’ conclusion that adequate capital headroom
remainsisreasonable;and

* We evaluatedthe adequacyandappropriatenessof the
directors’ disclosureinrespect of COVID-19 implications,
including events after the reportingperiodand going
concern.

Key observations

Basedonthe work performed, we are satisfied that the matter
has beenappropriatelyreflectedinthe financial statements. Our
conclusions on going concern aresetoutunder ‘Conclusions
relating to going concern’ above.
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Independent auditor’s reportto the members of
BMCEBank International plc - Continued

Our application ofmateriality

The scope of ourauditwas influenced byourapplication of materiality. We set certain quantitative thresholds for
materiality. These, together with qualitative considerations, helped us to determine the scope of ourauditandthe nature,
timing and extentof ouraudit procedures on the individual financial statementlineitems and disclosures andinevaluating
the effect of misstatements, both individuallyand on the financial statements asa whole. Based on our professional
judgement, we determined materiality for the financial statements as a whole as follows:

Overall materiality

£405,000

How we determinedit:

0.5% of netassets

Rationale forbenchmark applied

We have used netassets as the benchmark to calculate
materiality.

Net assets are considered to reflect appropriately the size of the
company’s operations and it remains a key focus for the users of
the financial statements.

Performance materiality

Performance materialityis setto reduce to anappropriately low
level the probability thatthe aggregate of uncorrectedand
undetected misstate ments in the financial statements exceeds
overall materiality.

Performance materiality of £304,000 (basedon 75% of overall
materiality) was applied inthe audit.

Reportingthreshold

We agreed with the company’s audit committee thatwe would
reportto them misstatements identified during ouraudit above
£12,000 as wellas misstatements belowthatamountthat,inour
view, warranted reporting for qualitative reasons.

Anoverview ofthescope of our audit, including extent to which the audit was considered capable ofdetecting irregularities,

including fraud

As partofdesigning ouraudit, we determined materialityand assessed the risk of material misstatementinthe financial
statements, whetherdueto fraudorerror,and thendesigned and performedaudit procedures responsive to those risks. In
particular,we lookedatwhere the directors made subjective judgements such as making assumptions onsignificant accounting

estimates.

We tailoredthe scope of ourauditto ensure that we performed s ufficient work to be ableto give anopinionon the financial
statementsasawhole. We usedthe outputs of a riskassessment, ourunderstanding of the company, its environment, controls
and critical business processes, to consider qualitative factors in orderto ensure that we obtained s ufficient coverage across all

financial statementlineitems.

Our auditprocedures were designedto respond to those identified risks, including non-compliance with laws and regulations
(irregularities) and fraud that are material to the financial statements.
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Independent auditor’s reportto the members of
BMCEBank International plc - Continued

Inidentifyingand assessing risks of material misstatementin respect to irregularities includingnon-compliance with laws and

regulations, our procedures included but were notlimited to:

* atplanningstage, we gainedan understanding of the legal and regulatoryframework applicable to the company, the industry
inwhich itoperatesand considered therisk of acts bythe companywhich were contraryto the applicablelaws and
regulations;

¢ we discussed with the directors the policies and proceduresin place regarding compliance withlaws and regulations;

¢ we discussed amongstthe engagementteam the identified laws and regulations, andremainedalert to anyindications of
non-compliance;and

e duringthe audit, we focused onareas of laws andregulations that could reasonably be expected to have a materialeffect on
the financial statements from our general commercial and sector experience andthrough discussions with the directors (as
required byauditing standards), from inspection of the regulatoryand legal correspondence and review of minutes of
directors’ meetingsin theyear. We identified that the principal risks of non-compliance with laws and regulations related to
breaches of regulatoryrequirements of the Prudential Regulation Authorityandthe Financial Conduct Authority. We also
consideredthose otherlaws andregulations thathave a directimpacton the preparation of financial statements, such as the
Companies Act 2006 and UKtaxlegislation (governed by HM Revenue and Customs).

Our proceduresin relation to fraud included but were not limited to:

e inquiriesof managementwhethertheyhave knowledge of anyactual, suspectedoralleged fraud;

e gaininganunderstanding of theinternalcontrols established to mitigateriskrelated to fraud;

* discussionamongstthe engagementteam regardingrisk of fraud such as opportunities for fraudulent manipulation of
financial statements, and determined that the principal risks were related to posting manual journal entries to manipulate
financial performance, management bias through judgements and assumptions in significantaccountingestimates, in
particularin relation loanimpairments and revenue recognition requiring the application of EIRmethod of income
recognition, andsignificant one-off or unusual transactions; and

* addressing the risk of fraud through managementoverride of controls by performing journal entry testing.

The primaryresponsibilityforthe preventionanddetectionof irregularities includingfraud rests with both those charged with

governance and management. As with anyaudit, there remaineda risk of non-detection of irregularities, as these mayinvolve

collusion, forgery, intentional omissions, misrepresentations orthe override of internal controls.

As a resultof ourprocedures, we did notidentifyanyadditional “Keyaudit matters” relatingto irregularities. The risks of material

misstatementthathad the greatest effect on ouraudit, includingfraud, are discussed under “Keyaudit matters” within this

report.

Other information

The directors areresponsible for the otherinformation. The otherinformation comprises the informationincludedinthe annual
report, otherthan the financial statementsandourauditor’s reportthereon. Ouropinionon the financial statements does not
coverthe otherinformation and, exceptto the extent otherwise explicitlystatedin ourreport, we do notexpress anyform of
assurance conclusion thereon.

In connectionwith ouraudit of the financial statements, ourresponsibilityis to readthe otherinformation and, in doing so,
considerwhetherthe otherinformation is materiallyinconsistent with the financialstatements orourknowledge obtainedin the
auditorotherwise appearsto be materiallymisstated. If we identify such material inconsistencies or apparent material
misstatements, we arerequiredto determine whetherthereis a material misstatementin the financial statements ora material
misstatement of the otherinformation. If, based on the work we have performed, we conclude thatthere is a material
misstatement of this otherinformation, we are requiredto reportthat fact.

We have nothing to reportin this regard.

Opinions on other matters prescribed by the Companies Act 2006

In ouropinion, based on the work undertaken in the course of the audit:

e theinformationgiveninthe StrategicReportandthe Directors’ Reportforthe financial yearforwhich the financial
statements are prepared is consistent with the financial statements; and

e the StrategicReportandthe Directors’ Reporthave beenpreparedinaccordance withapplicable legal requirements.

M atters on which we are required to report by exception
Inlightofthe knowledge and understanding of the companyandits environment obtainedinthe course of the audit, we have
notidentified material misstatementsinthe StrategicReport orthe Directors’ Report.
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Independent auditor’s reportto the members of
BMCEBank International plc - Continued

We have nothing to reportin respect of the following mattersinrelation to which the Companies Act 2006 requires us to report to

you if,in ouropinion:

* adequateaccounting records have not beenkeptbythe company, orreturns adequate forouraudit have not been received from
branchesnotvisited byus;or

* the financial statements are notin agreementwith the accounting records andreturns; or

» certain disclosures of directors’ remuneration specificbylaware not made; or

* we have notreceived all the information and explanations we require forour audit.

Responsibilities of Directors

As explained more fullyin the Statement of Directors’ responsibilities setouton page 16, the directors are responsible forthe
preparationof the financial statements and for being satisfied that theygive a true andfairview, and for such internal control as the
directors determineis necessaryto enable the preparation of financial statements that are free from material misstatement, whether
due tofraud orerror.

In preparing the financial statements, the directors are responsible forassessing the company’s abilityto continue as a going concern,
disclosing, as applicable, matters relatedto going concern and using the going concern basis of accountingunless the directors either
intend to liquidate the companyorto cease operations, or have no realistic alternative butto do so.

Auditor’s responsibilities for the audit ofthefinancial statements

Our objectives are to obtain reasonable assurance about whether the financial statements asawhole are free from material
misstatement, whetherdue to fraudorerror,and to issue an auditor’'sreportthatincludes ouropinion. Reasonable assuranceis a
high level of assurance, butis nota guarantee thatanaudit conducted inaccordance with ISAs (UK) will always detect a material
misstatement when itexists. Misstatements can arise from fraud orerrorandare considered material if, individuallyorin the
aggregate, theycould reasonably be expected to influence the economic decisions of users taken onthe basis of these financial
statements.

A furtherdescription of ourresponsibilities for the audit of the financial statements is located on the Financial Reporting Council’s

website at www.frc.org.uk/auditorsresponsibilities. This description forms partof ourauditor’s report.

Other matters whichwe arerequired to address

We were initiallyappointedto audit the financial statements forthe yearended31 December 2013 and subsequent financial periods.
The periodoftotal uninterrupted engagementincluding renewals and reappointmentsis 7 years, covering theyears ended 31
December2013to 31 December2019.

The non-audit services prohibited by the FRC's Ethical Standard were not provided to the companyandwe remainindependent of
the companyin conductingour audit.

Our auditopinion is consistent with the additional report to the audit committee.

Use of the audit report

This reportis made solelyto the company’s members asa bodyin accordance with Chapter3 of Part 16 of the Companies Act 2006.
Our auditwork has beenundertaken sothat we might state to the company’s members those matters we arerequiredto stateto
theminan auditor's reportand forno otherpurpose. To the fullest extent permitted bylaw, we do notacceptorassume
responsibilityto anyone otherthan the companyand the company’s membersasabodyforourauditwork, forthisreport, orforthe
opinions we have formed.

Maximiliano Bark (Senior Statutory Auditor)
forand on behalf of Mazars LLP
Chartered Accountants and Statutory Auditor
TowerBridge House,
St Katharine’s Way
London
E1IW 1DD
10 July 2020
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Statement of profit or loss for the year ended 31 December 2019

£°000 Note 2019

Interestand similarincome 7 25,268 23,532
Interestexpense and similarcharges 7 (8,413) (6,766)
Net interest income 16,855 16,766
Fee and commissionincome 8 1,622 2,728
Fee and commission expense 8 (2,106) (2,147)
Net fee and commission (expense)\income (484) 581
Net trading income 9 4,261 105
Other operatingincome 10 979 16
Net operating income 21,611 17,468
Personnel expenses 11 (7,082) (6,201)
Depreciation of propertyand equipment 21 (809) (172)
Amortisationof intangible assets 22 (761) (707)
Otheroperating expenses 12 (7,928) (7,820)
Total operating expenses before impairment losses (16,580) (14,900)
Netimpairment (losses) 13 (865) (104)
Profit before taxation 4,166 2,464
Taxation 14 (1,314) (295)
Profit for theyear 2,852 2,169

The profits forthe currentyearandpreceding yearare
derived from continuing operations.

The notes on pages 31—-81 form partofthese
financial statements.
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Statement of other comprehensive income for the year ended 31 December 2019

£°000 Note 2019

Profit for the year 2,852 2,169

Items that may qualify for reclassification

Foreign currencytranslation differences forforeign operations 118 (23)
Gains/(losses) on debtassets classified as FVOCI 4,323 (1,664)
FV (losses)/gains on redassified to P&L on disposal of debts dassified as 9 (1,519) 19
FVOCI

Taxon Unrealised gains (212) -
Other comprehensive income/(Losses) forthe year 15 2,710 (1,668)
Total comprehensive income for the year 5,562 501%*

* 2018 has beenrepresentedto include the impact of
taxationinthe profitforthe year.

Duringthe year, the bank decided to designateits debts
securities at FairValue Through Other Comprehensive
Income

The notes on pages 31- 81 form part of these financial
statements.
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Statement offinancial position as at31 December 2019

£°000 Note 2019

Assets

Cash andbalances with central banks 16 3,108 17,698
Due from banks 17 85,601 157,397
Derivative financial instruments 39 254 231
Loans andadvancesto customers 18 216,052 211,596
Financial investments — FVOCI 19 131,889 113,678
Financial investments — Amort. Cost 20 - 48,545
Property and equipment 21 5,363 426
Goodwillandotherintangible assets 22 -23 11,182 12,115
Deferred taxassets 14 5,851 6,640
Otherassets 24 8,478 6,737
Totalassets 467,778 575,063

Liabilities and equity

Due to banks 25 263,150 367,631
Derivative financial instruments 39 33 =
Due to customers 26 96,774 109,231
Otherliabilities 27 11,574 6,453
Subordinated debt 28 15,231 16,294
Total liabilities 386,762 499,609

Equity attributable to equity holders

Share capital 29 102,173 102,173
Other reserves 29 1,172 (1,538)
Accumulated losses 29 (22,329) (25,181)
Total equity 81,016 75,454
Total liabilities and equity 467,778 575,063

The notes on pages 31—-81 form part of these financial statements.
Approved by the Board and authorisedforissue on10/07/2020

Houssam El Hak Morssi Barakat David Suratgar

Chief Executive Officer and Director Chairman
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Statement of changes in equity for the year ended 31 December 2019

ke Shz?re Other Accumula-

capital reserves ted losses
Balance as at 1 January 2018 102,173 130 (25,869) 76,434
Change on initial applicationof IFRS 9 6.D - - (1,480) (1,480)
Restated balance as at 1 January 2018 102,173 130 (27,349) 74,954
Profitforthe year - - 2,169 2,169
Othercomprehensive income 15 - (1,668) - (1,668)
Total comprehensive income 29 = (1,668) 2,169 501
Balance as at 31 December 2018 102,173 (1,538) (25,181) 75,454
Balance as at 1 January 2019 102,173 (1,538) (25,181) 75,454
Profitforthe year - 2,852 2,852
Othercomprehensive income 15 - 2,710 2,710
Total comprehensive income 29 = 2,710 2,852 5,562
Balance as at 31 December 2019 102,173 1,172 (22,329) 81,016

Otherreserves categoryin the table above relates to
changesin thefairvalue of financial instruments
measuredatfairvaluethroughothercomprehensive
income andthe effects of foreigncurrency
retranslation on aforeignoperation.

The notes on pages 31-81 form partof these financial
statements.
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Statement of cash flows for the year ended 31 December 2019

£°000 note 2019 2018
Cash flows from continuing operating activities

Profitbefore tax 4,166 2,464
Adjustments for:

Netinterestincome 16,855 16,765
Interest received (4,130) (5,245)
Interest paid 8,944 6,295
Change in operating assets 31 10,809 (42,081)
Change in operating liabilities 31 (112,605) 85,298
Otheritems includedinprofitbefore tax 31 870 882
Corporationtax (1,314) (295)
Net cash flows (used by)/ generated by continuing operating activities (76,405) 64,083
Cash flows from investing activities

Purchase of financial investments (151,190) (87,875)
Proceeds from sales of financial investments 185,231 41,262
Purchase of propertyand equipment (81) (267)
Purchase of intangible assets (333) (1,325)
Net cash flows generated by / (used by)investing activities 33,628 (48,205)
Cash flows from financing activities

Group subordinated debt (617) (635)
Net cash flows used by financing activities 617) (635)
Net (decrease)/increaseincash andcash equivalents (43,395) 16,513
Cash and cash equivalents as at 1 January 90,895 74,382
Cash and cash equivalents as at 31 December 31 47,500 90,895

The notes on pages 31—-81 form partofthese
financial statements.
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1. Corporate Information

In these financial statements, BMCE Bank
International plcis referred to as the “Bank”.The
statements comprise the financial statements of
BMCE Bank International plcas anindividual entity.
The Bankalsomaintains a foreign branchthatis
locatedinParis.

The Bank provides Corporate and Investment Banking
and Treasuryservicesin Europeas wellas North, East,
Westand Central Africa. The principal activities of the
Bank are describedinthe strategicand Directors’
reports.

BMCE Bank International plcisincorporated and
domiciledin EnglandandWalesandis authorised and
regulated bythe Prudential Regulation Authority (PRA)
and the Financial Conduct Authority (FCA). Its
registered officeisat 26 UpperBrook Street, London,
W1K 7QE, United Kingdom.

The ultimate parentundertaking and ultimate
controlling partyis Banque Marocaine du Commerce
ExterieurS.A.(BMCE Bank of Africa Group), a
Companyincorporated in Morocco. BMCE
International (Holdings) plc,a Companyincorporated
inthe UnitedKingdom and registered in England and
Wales, istheimmediate holding Companyforthe
Bank.

Copies of the consolidated financial statements
preparedinrespect of Banque Marocaine du
Commerce ExterieurS.A. maybe obtained byrequest
on the following address: 140 Avenue Hassan 112100
Casablancaoron the website:
http://www.bmcebank.ma/.

2. Significant accounting policies

1. Basis of preparation

The accountsare prepared on a going concern basis
and in accordance with International Financial
ReportingStandardsissued bythe International
Accounting Standards Board (IASB) and
interpretationsissuedbythe IFRS Interpretations
Committee of the IASB as adopted bythe European
Union (EU) (togetherIFRS).

The Bank’s Directors have made an assessment of the
Bank’s abilityto continue as a going concern as
described inthe Director’'s Reporton pagel17andare
satisfied thatit has the adequate resources to
continueinbusiness forthe foreseeable future,and
fora period of atleast12 months from the approval
date of the financial statements. Furthermore, there
are no material uncertainties that may castsignificant
doubtupon the Bank’s abilityto continueasagoing
concern.Therefore, the financial statements continue
tobe preparedon agoingconcern basis.

The financial statements have been preparedon a
historical cost basis, except forderivative financial
instruments, financial assets and financial liabilities
held atfairvaluethroughprofitorlossinvestmentsin
debtinstruments measured at FVOCI thathave been
measuredatfairvalue.

!
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The Bank presentsits statement of financial position
broadlyin orderofliquidity. An analysisregarding
recovery orsettlement within 12 months afterthe
statement of financial position date (current) and
more than 12 months afterthe statement of financial
position date (non-current) is presented in note 37.

2.2 Foreign currency translation

The financial statements are presented in British
Pound, which isthe Bank’s functional and
presentational currency. The functional currency of
the foreignbranchinParisis Euro.

Foreign currencytransactions are translatedinto the
functional currency usingthe exchange rate prevailing
atthe dates of the transactions. The foreign exchange
gainsandlosses resulting from the settlement of such
transactions arerecognisedin the statement of profit
andloss. Unrealisedgains and losses on unsettled
transactions arealsotakento the statement of profit
and loss.

Non-monetaryitems measuredinterms of historical
costina foreigncurrencyare translated using the
exchange rates atthe dates of the initial transactions.
The results of the foreign branch are translated into
the Bank’s presentational currency on a monthlybasis
atthe month end market exchange rate. All balances
atthe end of the period are convertedatthe period
end rate. Anyforeign exchange differences arising are
accountedthroughothercomprehensive incomeand
accumulatedin ‘otherreserves’ in equity.

2.3 Net interest income

Interestincome andexpense forall financial
instruments exceptforthose classified as held for
trading orthose measured ordesignated asat FVTPL
are recognisedin ‘Netinterestincome’as ‘Interest
income’and ‘Interestexpense’in the statementof
profitorlossaccount using the effective interest
method. Interest on financial instruments measured
as atFVTPLis included within the fairvalue movement
during the period, see ‘Nettrading income’.

The effectiveinterestrate (EIR) is the rate thatexactly
discounts estimated future cash flows of the financial
instrumentthrough the expected life of the financial
instrumentor, where appropriate, a shorter period, to
the netcarryingamountofthefinancial assetor
financial liability. The future cash flows are estimated
takinginto accountall the contractual terms of the
instrument.

The calculation of the EIR includes all feespaid or
received between parties to the contractthatare
incremental and directlyattributable to the specific
lending arrangement, transaction costs,and all other
premiums ordiscounts. Forfinancial assetsat FVTPL
transactioncosts are recognisedin profitorloss at
initial recognition.



2. Significant accounting policies (continued)

The interestincome/ interestexpenseis calculated by
applyingtheEIR to the gross carryingamountof non-
creditimpairedfinancial assets (i.e.atthe amortised
costofthe financial asset before adjusting for any
expected creditloss allowance), orto the amortised
costoffinancial liabilities. For credit-impaired financial
assetsthe interestincomeis calculated byapplying
the EIR to the amortised cost of the credit-impaired
financial assets (i.e. the gross carrying amountless the
allowance forexpected creditlosses (ECLs)). For
financial assets originated the EIRreflects the ECLs in
determining the future cash flows expected to be
received from the financial asset.

2.4 Net fee and commission income

The Bank earns fee andcommission income from a
diverserange of services it provides to its customersin
connection with its principal activities, and providing
corporate advisoryservices. Fees and commissionare
recognised atpointin time. However, some fees
earned forthe provision of services overa period of
time are accruedoverthatperiod. These feesinclude
commissionincome andadvisoryfees. Loan
commitmentfeesforloansthatarelikelyto be drawn
down and othercreditrelated fees are deferred
(togetherwith anyincremental costs) andrecognised
as an adjustment to the effective interestrate on the
loan.

Fees arising from negotiatingor participatingin the
negotiation of a transaction fora third party, such as
the arrangement of the acquisition of shares orother
securities orthe purchase orsale of businesses, are
recognised on completion of the underlying
transaction. Fees orcomponents of fees thatare
linked to a certain performance are recognised after
fulfilling the corresponding criteria.

2.5 Net trading income
Nettradingincomeincludesall gainsandlosses from
changesinthefairvalue of financial assets and
financial liabilities heldfortrading as well as foreign
exchange gainsandlosses. The Bank has elected to
presentthe full fairvalue movement of trading assets
and liabilities in trading income, including anyrelated
interestincome, expense and dividends.

2.6 Financial instruments

Financial assets andfinancial liabilities are recognised
inthe Bank's balance sheetwhenthe Bankbecomesa
partyto the contractual provisions of the instrument.
Recognised financial assets and financial liabilities are
initiallymeasuredatfairvalue. Transaction costs that
are directlyattributable to the acquisition orissue of

financial assets and financial liabilities (other than

P
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financial assets andfinancial liabilitiesat FVTPL) are
added to ordeducted from the fairvalue of the
financial assets orfinancial liabilities,as appropriate,
oninitial recognition.

Transaction costs directlyattributable to the
acquisition of financial assets or financial liabilities at
FVTPL are recognised immediatelyin profit orloss. If
the transaction price differsfrom fairvalue atinitial
recognition, the Bank will account forsuch difference
as follows:

-iffairvalueisevidenced bya quoted price inan active
marketforan identical assetorliabilityorbased ona
valuation technique thatuses onlydatafrom
observable markets, then the difference is recognised
in profitorloss oninitial recognition (i.e.day 1
profitorloss);

-inallothercases, thefairvalue will be adjusted to
bringitinline with thetransactionprice (i.e.day 1
profitorlosswill be deferredbyincludingitin the
initial carryingamountof the asset or liability).

Afterinitial recognition, the deferred gain orloss will
be releasedto profitorloss on a rational basis, onlyto
the extentthatitarises froma change in a factor
(includingtime) that market participantswould take
into accountwhenpricingthe assetor liability.

2.7 Financial assets

All financial assets are recognisedand derecognised on
a trade date where the purchase orsale ofa financial
assetisundera contractwhose terms require delivery
of the financial asset within the timeframe established
by the marketconcerned, and are initially measured at
fairvalue, plus transaction costs, exceptforthose
financial assets classifiedas at FVTPL.

Transaction costs directlyattributable to the
acquisition of financial assets classified asat FVTPLare
recognised immediatelyinprofitorloss. For all
financial assets theamount presented on the
statement of financial positionrepresent allamounts
receivableincludinginterestaccruals.

All recognised financial assets thatare within the
scope of IFRS9are requiredto be subsequently
measuredatamortised cost orfairvalue on the basis
ofthe entity’s business model for managing the
financial assets andthe contractualcash flow
characteristics of the financial assets.



2. Significant accounting policies (continued)

Specifically:

-debtinstruments thatare held within a business
model whose objective is to collect the contractual
cash flows, and that have contractual cash flows that
are solelypayments of principal andinterest on the
principal amountoutstanding (SPPI), are subsequently
measuredatamortised cost;

-debtinstruments thatare held within a business
model whose objective is both to collectthe
contractual cashflowsand tosell thedebt
instruments, andthathave contractual cashflows that
are SPPI, are subsequently measured at FVTOCI; all
otherdebtinstruments (e.g. debtinstruments
managed on afairvaluebasis,orheldforsale) and
equityinvestments are subsequentlymeasured at
FVTPL.

2.8 Debt instruments at amortised cost or at FVTOCI
The Bank assesses the classificationand
measurement of a financial asset based on the
contractual cash flow characteristics of the asset and
the Bank’s business model formanaging the asset. For
anassetto be classified and measured atamortised
costoratFVTOCI, its contractual terms should give
rise to cashflowsthatare SPPI.

Forthe purpose of SPPI test, principal is the fairvalue
of the financial asset atinitial recognition. That
principalamount maychange overthe life of the
financial asset (e.g.if there arerepayments of
principal). Interest consists of considerationforthe
time value of money, forthe creditrisk associated
with the principal amountoutstanding during a
particularperiod of time andforotherbasiclending
risksandcosts,as wellasa profit margin. The SPPI
assessmentis madeinthecurrencyin whichthe
financial assetis denominated.

Contractual cashflows thatare SPPI are consistent
with a basiclending arrangement. Contractual terms
thatintroduce exposureto risks orvolatilityin the
contractual cashflows thatare unrelatedto a basic
lending arrangement, such as exposure to change in
equityprices orcommodity prices, do notgiveriseto
contractual cashflows thatare SPPI. An originated or
anacquired financial asset can be a basiclending
arrangementirrespective of whetheritisa loaninits
legalform.

The Bank determinesthe business models ata level
thatreflects howgroups of financial assets are
managed togetherto achieve a particularbusiness
objective. The Bank’s business model depends on

management’s intentions foranindividual instrument.

The Bank has morethanonebusiness model for
managingits financial instruments which reflect how

=
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the Bank manages its financial assetsinorder to
generate cashflows. The Bank’s businessmodels
determine whethercashflows will resultfrom
collecting contractual cash flows, selling financial
assetsorboth.

When a debtinstrument measured at FVTOCI is
derecognised, the cumulative gain/loss previously
recognised in OCl is reclassified from equityto profit
orloss.Incontrast, foran equity investment
designatedas measured at FVTOCI, the cumulative
gain/loss previouslyrecognised inOCl is not
subsequentlyreclassified to profitorloss but
transferred withinequity.

Debtinstrumentsthatare subsequently measuredat
amortised costorat FVTOCI are subject to
impairment.

2.9 Financial assets at FVIPL

Financialassetsat FVTPLare:

-assets with contractual cash flows thatare not SPPI;
or/and

-assetsthatare held in a businessmodel otherthan
held to collect contractual cash flows orheldto collect
andsell;or

-assetsdesignatedat FVTPLusingthe fairvalue
option.

Forthe currentperiod, the Bank has not bookedany
Financial assetsat FVTPLotherthan derivatives.

2.10 Reclassifications

Ifthe businessmodel underwhichthe Bankholds
financial assets changes, the financial assets affected
are reclassified. The classificationand measurement
requirements related to the new categoryapply
prospectivelyfrom the firstdayof the firstreporting
period following the changeinbusinessmodel that
resultsin reclassifying the Bank’s financial assets.

Duringthe currentfinancial year, the bank sold the all
its amortised cost bonds portfolioand decided to
designate allitsnew debtsecurities at Fair Value
Through Other Comprehensive Income (FVOCI).



2. Significant accounting policies (continued)

2.11 Impairment

The Bank recognises loss allowances for Expected
CreditLosses (“ECL”) on the following financial
instruments thatare not measured at FVTPL:

-loansandadvances to banks;
-loansandadvancesto customers;

- debtinvestmentsecurities;

- leasereceivables;

-loan commitmentsissued; and

- financial guarantee contracts issued.

No impairmentlossisrecognised on equity
investments.

ECLs are required to be measuredthrougha loss
allowanceatanamountequalto:

-12-month ECL, i.e.lifetime ECLthatresultfrom those
defaultevents on thefinancial instrumentthatare
possible within 12 months afterthe reporting date,
(referred to as Stage 1);or

-full lifetime ECL, i.e. lifetime ECLthatresultfrom all
possible defaultevents overthe life of the financial
instrument, (referred to as Stage 2and Stage 3).

A lossallowance forfull lifetime ECLis requiredfora
financialinstrumentifthe creditriskon that financial
instrument has increased significantly since initial
recognition. Forall otherfinancial instruments, ECLs
are measuredatanamountequal to the 12-month
ECL.

ECLs are a probability-weighted estimate of the
presentvalue of creditlosses. These are measuredas
the presentvalue of the difference between the cash
flows dueto the Bank underthe contractand the cash
flows that the Bank expects to receive arising from the
weighting of multiple future economicscenarios,
discountedatthe asset’s EIR.

-forundrawn loancommitments, the ECLis the
difference between the presentvalue of the difference
between the contractual cashflows thatare dueto the
Bankifthe holderof the commitment draws down the
loan andthe cashflowsthatthe Bank expects to
receive iftheloanisdrawndown;and

-forfinancial guarantee contracts, the ECLis the
difference between the expected payments to
reimburse the holder of the guaranteed debt
instrumentless anyamounts thatthe Bank expects to
receive fromthe holder, the debtororanyother
party.

The Bank measures ECLon exposures at default (EAD)
onindividual transaction. The measurement of the
lossallowanceis based onthe presentvalue of the
asset’s expected cashflows using the asset’s original
EIR, regardless of whetheritis measuredonan
individual basis.
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2.12 Credit-impaired financial assets

A financial assetis ‘credit-impaired’ whenone ormore
events thathavea detrimentalimpacton the
estimated future cash flows of the financial asset have
occurred. Credit-impaired financial assets are referred
to as Stage 3 assets. Evidence of credit-impairment
includes observable data about the following events:
-significant financial difficulty of the borroweror
issuer;

-a breach of contractsuchasa defaultorpastdue
event;

-the lenderofthe borrower, foreconomicor
contractual reasons relating to the borrower’s
financial difficulty, having granted to the borrower a
concessionthatthelenderwould nototherwise
consider;

-the disappearance of anactive marketfor a security
because of financial difficulties; or

-the purchase of afinancial assetata deep discount
thatreflects theincurredcredit losses.

Itmaynotbe possibletoidentifya single discrete
event—instead, the combinedeffect of several events
mayhave causedfinancial assets to become credit-
impaired. The Bank assesses whetherdebt
instruments thatare financial assets measuredat
amortised cost or FVTOCI are credit-impairedat each
reporting date. To assess ifsovereign and corporate
debtinstruments are creditimpaired, the Bank
considers factors such as bondyields, creditratings
and the abilityof the borrowerto raise funding .

Aloanisconsidered credit-impaired whena
concessionisgrantedto the borrowerdue toa
deterioration in the borrower’s financial condition,
unlessthereisevidencethatasaresultofgrantingthe
concessionthe risk of notreceiving the contractual
cash flows hasreducedsignificantlyandthere are no
otherindicators of impairment. Forfinancial assets
where concessions are contemplated but notgranted
the assetis deemedcreditimpaired when there is
observable evidence of credit-impairmentincluding
meeting the definition of default.



2. Significant accounting policies (continued)

2.13 Definition of default

Critical to the determination of ECLis the definition of
default. The definition of defaultis usedin measuring
the amountof ECLand inthe determination of
whetherthe lossallowance is based on 12-month or
lifetime ECL, as defaultisa componentofthe
probability of default (PD) which affects both the
measurement of ECLs and the identificationof a
significantincreaseincredit risk.

The Bank considers the following as constitutingan
eventofdefaultwhenthe borroweris unlikelyto pay
its creditobligations to the Bankin full.

This definition of defaultis used bythe Bank for
accounting purposes as well as forinternal credit risk
management purposes. The definition of defaultis
appropriatelytailored to reflect different
characteristics of different types of assets.

When assessingiftheborroweris unlikelyto payits
creditobligation, the Banktakesinto account both
qualitative and quantitative indicators. The
information assessed depends on the type of the
asset.Quantitative indicators are also keyinputsin
this analysis. The Bank uses a variety of sources of
information to assess default which are either
developedinternallyorobtained from external
sources.

As noted in the definition of credit impaired financial
assetsabove, defaultis evidencethatan assetis credit
impaired. Therefore creditimpaired assets will include
defaultedassets, but will also include othernon-
defaultedgiventhe definition of creditimpairedis
broaderthan the definition of default.

2.14 Significant increase in credit risk

The Bank monitors all financial assets,issued loan
commitments andfinancial guarantee contracts that
are subjectto the impairmentrequirements to assess
whetherthere hasbeena significantincreasein credit
risk sinceinitial recognition. If there hasbeena
significantincreaseincreditriskthe Bank will measure
the loss allowance based onlifetimeratherthan 12-
month ECL.

The Bank’s accounting policyis notto use the practical
expedientthatfinancial assets with ‘low’ creditrisk at
the reporting date are deemednotto have hada
significantincreaseincreditrisk. As a result the Bank
monitors all financial assets, issued|loan commitments
and financial guarantee contracts thatare subject to
impairmentforsignificantincreaseincredit risk.

In assessing whetherthe creditrisk ona financial
instrument has increased significantly since initial
recognition, the Bank compares therisk of a default
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occurring on the financial instrumentatthereporting
date based on the remaining maturity of the
instrumentwith the risk of a default occurring that
was anticipated forthe remaining maturityatthe
currentreporting datewhen the financial instrument
was firstrecognised. Inmaking this assessment, the
Bank considers both quantitative and qualitative
information thatis reasonable and supportable,
including historicalexperience and forward-looking
information thatis available without undue costor
effort, based onthe Bank’s historical experience and
expertcreditassessmentincluding forward-looking

information.

Forcorporate lending, forward-looking information
includes the future prospects of the industriesin
which the Bank’s counterparties operate, obtained
from economicexpertreports, financial analysts,
governmental bodies, relevant think-tanks and other
similar organisations,as well as consideration of
variousinternal and external sources of actualand
forecasteconomicinformation.

The Bank allocates its counterparties to a relevant
intemal credit risk grade depending on their credit
quality. The quantitative informationisa primary
indicator of significantincrease in credit risk and is
based on the changeinlifetime PD.

The PDs usedare forward-looking andthe Bankuses
the same methodologies and data used to measure
the loss allowance for ECL.

The qualitative factors thatindicate significant
increasein creditriskarereflectedin PD modelson a
timelybasis. Howeverthe Bank still considers
separatelysome qualitative factors to assessif credit
risk hasincreased significantly. For corporate lending
there is particularfocus on assets thatare includedon
a ‘watch list’ given an exposureis on a watch listonce
there is aconcernthatthe creditworthinessof the
specificcounterpartyhas deteriorated.

2.15 Modification and derecognition of financial
assets

A modification of a financial asset occurs whenthe
contractual terms governing the cash flows of a
financial assetare renegotiated or otherwise modified
between initial recognitionand maturity of the
financial asset. Amodification affects the amount
and/ortiming of the contractual cash flows either
immediatelyorata future date. In addition, the
introductionoradjustment of existingcovenantsofan
existing loanwould constitute a modification evenif
these neworadjustedcovenants do notyetaffectthe
cash flowsimmediatelybutmayaffectthe cashflows
depending on whetherthe covenantis oris notmet
(e.g.achangetotheincreaseinthe interestratethat
arises when covenants are breached).



2. Significant accounting policies (continued)

The Bank renegotiates loans to customers infinancial
difficultyto maximise collection and minimise the risk
of default. Therevised termsinmostof the cases
include an extension of the maturity of the loan,
changesto the timing of the cash flows of the loan
(principal andinterest repayment), reduction inthe
amountof cashflows due (principal and interest
forgiveness) and amendments to covenants.

When a financial assetis modified the Bank assesses
whetherthis modificationresultsin derecognition. A
modificationresultsin derecognition when it gives rise
to substantiallydifferent terms. To determineif the
modified terms are substantially different from the
original contractual terms the Bank considers the
following:

-Qualitative factors, suchas contractual cashflows
aftermodificationare no longer SPPI, changein
currencyor when rights to cash flows between the
original counterparties expire because a new debtor
replacestheoriginal debtor (unless both debtors are
undercommon control), the extent of changein
interestrates, and maturity. If thesedo notclearly
indicate a substantial modification, then;

-A quantitative assessmentis performed to compare
the presentvalue of the remaining contractual cash
flows underthe original terms with the contractual
cash flows underthe revised terms, both amounts
discounted at the original effective interest.

Ifthe differenceinpresentvalueisgreaterthan 10%
the Group deemsthearrangementis substantially
differentleading to derecognition. When performing a
guantitative assessment of a modificationor
renegotiation of a credit-impaired financial assetora
purchased ororiginated credit-impaired financial asset
thatwas subject to a write-off, the group considers the
expected (ratherthan the contractual) cashflows
before modification orrenegotiation and compares
those withthe contractual cash flows after
modification orrenegotiation.

Inthe casewhere the financial assetis derecognised
the lossallowance for ECLis remeasured atthe date of
derecognition to determine the netcarrying amount
of the assetatthatdate. The difference between this
revisedcarryingamountandthe fairvalue of thenew
financial asset with the newterms will leadto a gain
or loss on derecognition. The newfinancial asset will
have a loss allowance measured based on 12-month
ECL exceptinthe rare occasionswhere thenewloanis
consideredto be originated creditimpaired. This
appliesonlyinthe case where the fairvalue of the
new loan isrecognised at a significantdiscountto its
revisedparamountbecause there remains a highrisk
of defaultwhich hasnotbeen reducedbythe
modification. The Bankmonitors credit risk of
modified financial assets by evaluating qualitative and
quantitative information, such asifthe borroweris in

pastduestatus underthe newterms. /e
\ 4 Page36
X

—

When the contractual terms of a financial asset are
modified and the modificationdoes notresultin
derecognition, the Bank determines ifthe financial
asset’screditrisk hasincreasedsignificantlysince
initial recognition by comparing:

-the remaining lifetime PD estimated based ondata
atinitial recognitionand the original contractual
terms; with

-the remaining lifetime PD atthe reporting date
based on the modified terms.

Where a modificationdoes notleadto derecognition
the Bank calculates the modificationloss by comparing
the gross carryingamount before and afterthe
modification (excluding the ECL allowance).
Modification losses for finandal assets are induded in
the profit orloss account in ‘Losses on modification of
financial assets’. Then the Group measures ECLforthe
modified asset, where the expected cashflows arising
from the modified financial assetareincludedin
calculating the expected cash shortfalls from the
originalasset.

The Bank derecognises a financial asset onlywhen the
contractualrights to the asset’s cash flows expire
(includingexpiryarising from a modification with
substantially different terms), orwhen the financial
assetandsubstantiallyall therisks and rewards of
ownershipofthe assetaretransferred to another
entity. If the Bankneithertransfers norretains
substantiallyall therisks andrewards of ownership
and continues to control the transferred asset, the
Bank recognisesitsretained interestinthe assetand
an associated liabilityforamounts it mayhave to pay.
If the Bank retains substantiallyall the risks and
rewards of ownership of a transferred financial asset,
the Bank continues to recognise the financial asset
and also recognises a collateralised borrowing forthe
proceeds received.

On derecognition of afinancial assetinits entirety, the
difference between the asset’s carryingamountand
the sum of the considerationreceived and receivable
and the cumulative gain/loss thathad been recognised
in OCl and accumulated inequityis recognised in
profitorloss, with the exception of equityinvestment
designatedas measured at FVTOCI, wherethe
cumulative gain/loss previously recognised in OCl is
notsubsequentlyreclassified to profitorloss.

2.16 Write-off

Loans anddebtsecurities are written off whenthe
Bank has no reasonable expectations of recovering the
financial asset (eitherin its entiretyora portionofit).
This isthe case whenthe Bank determines thatthe
borrowerdoesnothaveassets orsources of income
thatcould generate sufficient cash flows to repaythe
amounts subject to the write-off. Awrite-off
constitutes a derecognitionevent.The Bankmayapply
enforcement activities to financial assets written off.
Recoveries resulting from the Bank’s enforcement
activities will resultin impairment gains.



2. Significant accounting policies (continued)

2.17 Presentation of allowance for ELin the
statement of financial position

Loss allowances for ECLare presented inthe
statement of financial position as follows:

-forfinancial assets measuredatamortised cost:asa
deduction from the gross carrying amount of the
assets;

-fordebtinstruments measuredatFVOCl:asa
deduction from the carrying amount of the assets

-forloan commitments and financial guarantee
contracts:asa provision;and

-where a financial instrumentincludes both a drawn
and an undrawn component, andthe Bank cannot
identifythe ECLon the loan commitment component
separatelyfrom those on the drawn component: the
Group presents acombined loss allowance for both
components. The combinedamountis presentedasa
deduction from the gross carrying amount of the
drawn component. Anyexcess of the loss allowance
overthe gross amountofthe drawncomponentis
presented as a provision.

2.18 Financial liabilities and equity

Debtand equityinstrumentsthatareissuedare
classified as either financial liabilitiesoras equityin
accordance with the substance of the contractual
arrangement.

A financial liabilityis a contractual obligationto
delivercash oranotherfinancial assetorto exchange
financial assets or financial liabilities with another
entityunder conditions thatare potentially
unfavourable to the Bankora contractthatwill or
maybe settled in the Bank’s own equityinstruments
andisa non-derivative contract for which the Bank is
ormaybe obligedto delivera variable number ofits
own equityinstruments, ora derivative contractover
own equitythatwillormaybe settledotherthan by
the exchange of a fixed amount of cash (oranother
financial asset) fora fixed number of the Group’s own
equityinstruments.

2.19 Financial liabilities

Financial liabilities are classified as ‘other financial
liabilities’. Forall financial liabilities the amount
presented onthe statement of financial position
representallamounts payableincluding interest
accruals. Forthe currentperiod, the Bank has not
recorded anyfinancial liabilities being classified as
financial liabilities at FVTPL.

Otherfinancial liabilities, including de posits and
borrowings, are initially measured atfairvalue, net of
transaction costs. Other financial liabilities are
subsequentlymeasured atamortised costusing the
effective interest method.
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2.20 Modification and derecognition of financial
liabilities

The Bank derecognises financial liabilities when, and
onlywhen, the Group’s obligations are discharged,
cancelledorhave expired. The difference between
the carrying amount of the financial liability
derecognisedand the consideration paidand payable
is recognisedinprofitorloss.

2.21 Derivative financial instruments

The Group entersinto a variety of derivative financial
instruments some of whichare heldfortrading while
others areheldto manage essentiallyits exposure to
foreign exchange rate risk. Derivative heldinclude
foreign exchange forward contracts, interestrate
swaps, cross currencyinterest rate swaps andcredit
defaultswaps. Derivatives areinitiallyrecognised at
fairvalue atthe date a derivative contractis entered
into and are subsequentlyremeasuredto theirfair
value ateach balance sheetdate. The resulting
gain/lossis recognised in profit orloss immediately.

A derivative with a positive fair value is recognised as
a finandal asset whereas a derivative with a negative
fairvalueisrecognisedas afinancial liability.

2.22 Hedge accounting

Duringthe currentperiod, the Bankhasnotrecorded
anyhedge relationship (fairvalue hedge, cashflow
hedge, hedge of netinvestments in foreign
operations).

2.23 Financial guarantee

The Bank gives financial guarantees, consistingof
letters of credit, guarantees and acceptances.
Financial guarantees are initially recognised in the
financial statements atfairvalue, in ‘Otherliabilities’
beingthe premium received. Subsequentto initial
recognition, the Bank’s liability under each guarantee
is measuredatthe higher of the amortised premium
and the bestestimate of expenditure requiredsettling
anyfinancial obligationarising as a result of the
guarantee.

Any increaseinliability relating to financial
guarantees would be taken to the statement of profit
andlossin ‘Creditloss expense’. The premium
received isrecognised in the statement of profitand
lossin‘Netfeesand commissionincome’ on a straight
line basis overthe life of the guarantee.



2. Significant accounting policies (continued)

2.24 ‘Day 1’ profit

Where the transactionpriceina non-active marketis
differentto the fairvalue from otherobservable
currentmarkettransactionsin the sameinstrumentor
based on a valuationtechnique whose variables
include onlydata from observable markets, the Bank
immediatelyrecognises the difference between the
transactionprice and fairvalue (a Day1profit)in the
statement of profitandlossin‘Nettrading income’.
In cases where use is made of data whichisnot
observable, the difference betweenthe transaction
price and model valueisonlyrecognisedin the
statement of profitandloss when the inputs become
observable, orwhen theinstrumentis derecognised.

2.25 Subordinated debt
These are long-term debtliabilities carried at
amortised cost.

2.26 Offsetting financial instruments

Financial assets andfinancial liabilities are offsetand
the netamountreportedinthe statement of financial
position onlyifthere isa currentlyenforceable legal
rightto offsetthe recognisedamountsandthereisan
intentionto settleon anetbasis,orto realisethe
assetandsettle the liability simultaneously. Thisis not
generallythe case with master netting agreements,
andthe relatedassets andliabilitiesare presented
gross inthe statement of financial position.

2.27 Leasing

The Bank assesses atcontractinception whethera
contractis, orcontains, a lease. Thatis, if the contract
conveys the rightto control the use of an identified
assetfora periodoftimeinexchangefor
consideration.

Bank as a lessee - The Bankappliesasingle
recognitionand measurement approach forallleases,
exceptforshort-term leases and leases of low-value
assets. The Bank recognises lease liabilities to make
lease payments andright-of-use assets representing
the rightto use the underlying assets.

Right-of-use assets - The Bank recognises right-of-
use assets atthe commencementdate of the lease
(i.e., the datethe underlyingassetis available for
use).Right-of-use assets are measured atcost, less
anyaccumulateddepreciationand impairment
losses, and adjusted foranyremeasurement of
leaseliabilities. The cost of right-of-use assets
includes the amount of lease liabilities recognised,
initial direct costsincurred, and lease payments
made atorbefore the commencementdateless
anylease incentives received. Right-of-use assets
are depreciatedon a straight-line basis over the

=

—

!
Page38

leaseterm.Theright-of-use assets are presented
within Property, equipmentand right-of-use assets
and are subjectto impairmentinline with the
Bank’s policyon Impairment of non-financial
assets.

Lease liabilities - At the commencement date of
the lease, the Bankrecognises lease liabilities
measuredatthe presentvalue of lease payments
tobe made overthe leaseterm. The lease
paymentsinclude fixed payments (lessanylease
incentives receivable), variable lease payments
thatdepend onanindexora rate,andamounts
expected to be paidunderresidual value
guarantees. The lease payments alsoinclude the
exercise price of a purchase option reasonably
certain to be exercisedbythe Bankand payments
of penalties forterminating the lease, if the lease
term reflects exercising the optionto terminate.
Variable lease payments that do notdepend onan
indexora rate are recognisedas expensesin the
period inwhich the eventorcondition that triggers
the paymentoccurs.

Bank as a lessor - As a lessor BBI dassifies its |eases as
either operating or finance leases. A lease is dassified
as a finance leaseifittransfers substantiallyall the
risksandrewards incidental to ownership of the
underlying assetand classifiedas an operatingleaseif
itdoes not. Leasesinwhich the Bank does not transfer
substantiallyall the risks and rewards incidental to
ownershipofanassetare classifiedas operating
leases. Rentalincome arisingisaccountedforona
straight-line basisoverthe leasetermsandisincluded
inrevenueinthestatementof profitorlossduetoits
operating nature. Initial direct costs incurred in
negotiatingand arranginganoperating lease are
added to the carryingamount of the leased assetand
recognised overthe leaseterm on the same basisas
rental income.Contingentrents arerecognised as
revenue inthe period in which theyare earned

2.28 Cash and cash equivalents

Cash andcash equivalentsasreferredtoin the cash
flow statement comprise cashon hand, balances with
central Banks and amounts due from Bankson
demand orwith an originalmaturity of three months
orless.Cashand cashequivalentarecarriedat
amortised costinthe statement of financial position.

Forthe purpose of the cash flow statement the Bank’s
operating activities include cash flows from loansand
advances, customer deposits and derivative financial
instruments. The Bank’s financdngactivities comprise
movements in issued share capital and subordinated
debt.



2. Significant accounting policies (continued)

2.29. Business combinations and goodwill
Business combinations are accountedforusingthe
purchase methodof accounting. Thisinvolves
recognising identifiable assets (including previously
unrecognised intangible assets) and liabilities
(includingcontingent liabilities and excludingfuture
restructuring) of the acquired business at fairvalue.
Any excess of the cost of acquisitionoverthe fair
values of the identifiable netassets acquired is
recognised as goodwill.

Goodwillacquiredina business combination is
initiallymeasuredat cost, being the excess of the cost
of the business combinationoverthe Bank's interest
inthe netfairvalue of theidentifiable assets, liabilities
and contingentliabilities acquired. Following initial
recognition, goodwillis measured at costless any
accumulatedimpairmentlosses. Goodwill is reviewed
forimpairment, annuallyor more frequentlyif events
or changesincircumstancesindicate thatthe carrying
value maybe impaired.

Forthe purpose of impairment testing, goodwill
acquired ina business combinationis, from the
acquisition date, allocated to each of the Bank’s cash-
generating units that are expected to benefit from the
synergies of the combination, irrespective of whether
otherassetsorliabilities acquired are assignedto
those units. Each unit orgroup of units to which the
goodwillisallocated:

¢ representsthelowestlevel within the Bank at
which the goodwillis monitored forinternal
management purposes;and

e isnotlargerthananoperating segmentasdefined
under|FRS 8 Operating Segments.

2.30 Property, equip ment and right-of-use assets
Property and equipment, which consist of computer
hardware andfurniture and equipment are stated at
costlessaccumulated depreciation. Depreciation is
calculated using the straight-line method to write
down the costof Propertyandequipmentto their
residual valuesovertheir estimated useful lives. The
residual estimated useful lives from 1January 2019
are as follows:

- Computerhardware -3to 5years;and

- Furniture andequipment-5years to 9 years.

Right-of-use assets are presented together with
propertyand equipmentinthe statement of financial
position —referto the accounting policy 2.27. Right-
of-useassets are depreciated on a straight-line basis
overthe leaseterm.
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2.31 Other intangible assets

Intangible assets include the value of development
costs and computer software. Expenditure on
internallydevelopedintangible assets, excluding
development expenditure,istakento the statement
of profitand lossinthe yearin which itisincurred.
Development expenditureisrecognisedasan

intangible assetonlyafterits technical feasibilityand
commercial viabilitycan be demonstrated. Intangible
assetsacquiredseparatelyare measuredon initial
recognitionatcost. Following the initial recognition,
intangible assetsare carriedatcostlessany
accumulatedamortisationand any accumulated
impairmentlosses.

Amortisationis calculated usingthe straight-line
method to write downthe costofintangible assets to
theirresidual values overtheir estimated useful lives.

The residual estimated useful lives from 1January
2019 are as follows:

- Licences:5to 10years;
- Computersoftware -3to 10 years;and

- Developmentcosts-3 to 5years.

2.32 Impairment of non-financial assets

The Bank assesses ateachreporting date, ormore
frequentlyif events orchangesin circumstances
indicate thatthe carryingvalue maybe impaired,
whetherthere isanindicationthatanon-financial
assetmaybe impaired. Ifanysuch indication exists, or
when annualimpairment testing foranassetis
required, the Bankmakes anestimate of the asset’s
recoverableamount. Where the carrying amount of
an assetexceedsitsrecoverableamount, the assetis
consideredimpaired andis writtendown toits
recoverable amount.

2.33 Pension benefits

The Bank operates adefined contribution pension
plan.Thecontribution payable to a defined
contributionplanisin proportionto the services
renderedto the Bank bythe employees andis
recorded asan expense under ‘Personnel expenses’.

2.34 Provisions

Provisions are recognisedwhenthe Bank hasa
presentobligation (legal or constructive) as a result of
a pasteventanditis probablethatan outflowof
resources embodying economic benefits will be
requiredto settlethe obligationand areliable
estimate canbe made of the amount of the
obligation.



2. Significant accounting policies (continued)

2.35 Taxes

Currenttaxand liabilities forthe currentand prioryears
are measuredatthe amountexpectedto be recovered
from or paidto the taxationauthorities. The taxrates
and taxlaws used to compute the amountare those
thatare enacted, orsubstantivelyenacted, by the
reporting date.

Deferred taxis provided ontemporarydifferences at
the reporting date betweenthe taxbase of assets and
liabilities and their carrying amounts for financial
reporting purposes.

Deferred taxliabilities are recognised foralltaxable
temporarydifferences. Deferred tax assets are
recognised forall deductible temporary differences,
carry forward of unused taxcredits and unused tax
losses, to the extentthatitis probablethattaxable
profitwill be available against whichthe deductible
temporarydifferences, and the carryforward of unused
taxcredits and unused taxlosses can be utilised.

The carryingamount of deferred taxassetsis reviewed
ateach reporting date andis reduced to the extent that
itis nolonger probable that sufficient taxable profit will
be availableto allowallorpartofthe deferred taxasset
to be utilised. Unrecognised deferredtaxassets are
reassessed ateach reporting dateandare recognised to
the extentthatithas become probable thatfuture
taxable profitwill allow the deferred taxassetto be
recovered. Detailed plans are producedforthe next
financial year,and using this as a basis, forecasts are
produced forthe followingyears.

Deferred taxassets andliabilitiesaremeasuredat the
taxrates thatare expected to applyintheyearwhen
the assetisrealisedorthe liabilityis settled, basedon
taxrates (and taxlaws) thathave been enactedor
substantivelyenacted atthereporting date.

Currenttaxand deferredtaxrelating to items
recognised directlyin equityare alsorecognised in
equityandnotinthestatementof profitand loss.

2.36 Dividends on ordinary shares

Dividends on ordinary shares are recognised as a
liability and deducted from equity when they are
approved bythe Bank’s shareholders.

Interim dividends are deducted from equity when they
are declared and are no longer at the discretion of the
Bank.

Dividends for the year thatare approved after the

reporting date are disdosed as an event after the
reporting date.

!
Page 40

3. Critical accounting judgements and key sources
of estimation uncertainty

The directors arerequired to make judgements,
estimates and assumptions aboutthe carryingamounts
of assets andliabilities thatare notreadilyapparent
from othersources. The estimates and associated
assumptions are based on historical experience and
otherfactors thatare consideredto be relevant. Actual
results maydiffer from these estimates.

The estimates and underlyingassumptions are
reviewed on anongoingbasis. Revisions to accounting
estimates are recognisedinthe period in which the
estimateisrevised if the revisionaffects onlythat
period,orintheperiodofthe revisionand future
periodsif therevisionaffects both currentandfuture
periods.

3.1 Critical judgements in applying the Bank’s
accounting policies

The following are the critical judgements, apartfrom
those involving estimations (which are dealt with
separatelybelow), thatthe directors have made in the
process of applyingthe Bank’s accounting policiesand
thathave the mostsignificant effect on the amounts
recognised in financial statements:

* Business model assessment - Classification and
measurement of financial assets depends on the
results of the SPPl and the business model test
(please see financial assets sections of note 1). The
Bank determines the businessmodel ata level that
reflects how groups of financial assets are managed
togetherto achieve a particular business objective.



« Significant increase of credit risk - As explained in
note 1, ECL are measuredasan allowance equalto
12-month ECL for stage 1assets, orlifetime ECLfor
stage 2orstage 3 assets. An asset moves to stage
2 whenits creditrisk hasincreased significantly
since initialrecognition.Inassessing whether the
creditrisk of an asset has significantlyincreased
the Bank takesinto account qualitative and
guantitative reasonable and supportable forward-
looking information.

e Models and assumptions used -The Bank uses
various models and assumptionsinmeasuringfair
value of financial assets as well asin estimating
ECL. Judgementisappliedinidentifying the most
appropriate model foreachtype of asset,as well
as fordeterminingthe assumptions used inthese
models, including assumptions thatrelate to key
drivers of credit risk.

¢ Determination ofthe lease term for lease
contracts with renewal andtermination options
(Bank as a lessee) -The Bank determinesthe lease
term as the non-cancellableterm of the lease,
togetherwith anyperiods coveredbyan optionto
extend the lease ifitis reasonablycertain to be
exercised, oranyperiods coveredbyan optionto
terminatethe lease, ifitis reasonablycertain not
to be exercised. The Bankhas several lease
contracts thatinclude extension andtermination
options. The Bank applies judgementin evaluating
whetheritisreasonablycertainwhetherornotto
exercisetheoptionto reneworterminatethe
lease.Thatis, itconsiders all relevant factors that
create an economicincentive foritto exercise
eitherthe renewal ortermination.

3.2 Key sources of estimation uncertainty

The following are key estimations that the directors
have used inthe process of applying the Bank's
accounting policies andthat have the mostsignificant
effecton the amounts recognised in financial
statements:

e Probability of default - PD constitutesa keyinput
inmeasuring ECL. PD is an estimate of the
likelihood of defaultovera giventime horizon, the
calculation of which includes historical data,
assumptions and expectations of future conditions.

¢ Loss Given Default - LGD is an estimate of the loss
arising on default. Itis based on the difference
between the contractual cash flows due and those
thatthe lender would expectto receive, taking into
accountcash flows from collateral and integral
creditenhancements.

e Fair value measurement and valuation process -
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In estimating the fairvalue of a financial assetora
liability, the Bank uses market-observable data to
the extentitis available. Wheresuch Level 1inputs
are notavailablethe Bank uses valuation models
todeterminethe fairvalue of its financial
instruments.

Deferred tax assets —The Bank produces a
business planthatis usedin orderto assess
deferred taxassets. The businessplan forecast
future taxable profitabilityin using various
assumptions subject to estimation.

Impairment of goodwill — Goodwillistestedat
each reporting date forimpairment and the
evaluation requires significant management
judgementinestimating the presentvalue of
future estimated cash flows expectedto be
derived from the cash generating units (CGU) to
which goodwill hasbeen allocated. Goodwill
arising from business combination is allocated to
CGU or group of CGU’s thatare expected to
benefitfrom the synergies of the combination.
Assetsaregrouped togetherinto the smallest
group of assets that generates cashinflows from
continuingusethatislargelyindependent of the
cashinflows of otherassets or CGUs. Referto note
23.

Estimating the incremental borrowing rate —The
Bank cannotreadilydeterminethe interestrate
implicitin thelease, therefore, itusesits
incremental borrowing rate (‘I1BR’) to measure
leaseliabilities. The IBR is the rate of interest that
the Bank would haveto payto borrow overa
similarterm,and with a similarsecurity, the funds
necessaryto obtain an asset of a similarvalue to
the right-of-use assetina similareconomic
environment. The IBR therefore reflects whatthe
Bank ‘would have to pay’, which requires
estimation whenno observablerates are available
or whentheyneedto be adjustedto reflectthe
terms and conditions of the lease. The Bank
estimatesthe IBR using observableinputs (suchas
marketinterestrates)whenavailableand is
requiredto make certain entity-s pecific
adjustments (such as the subsidiary’s stand-alone
creditrating, orto reflect the termsandconditions
of the lease).



4. Application of new and revised International
Financial Reporting Standards (IFRSs)

Inthe currentyear, the Bank has applied IFRS 16
Leasesand the related consequential amendments to
other|FRS Standards that are effective foranannual
period thatbeginsonorafter1January2019. Please
referto note 6 fordetails.

Inthe currentyear,the Bank has alsoapplied a
numberofamendmentsto IFRSsand new
interpretations issuedbythe International Accounting
Standards Board (IASB) as endorsed by European
Union thatare mandatorily effective foran
accounting periodthatbegins on orafter 1January
2019.

Theiradoption has nothadanymaterialimpacton

the disclosures oron the amountsreportedin these

financial statements.

* Amendmentsto IFRS9: Prepayment Features with
Negative Compensation;

¢ [FRIC23UncertaintyoverIncome Tax Treatments;

* Amendmentsto IAS 19: Plan Amendment,
CurtailmentorSettlement; and

¢ Annual Improvementsto IFRS Standards 2015-
2017 Cycle.

5. New and revised IFRSs in issue

The standards,amendments, andinterpretations,
which are relevantto the Company,and mayhavea
material effect on the Company's forthcoming
financial statements are as follows. The adoption of all
otherstandards, amendments, and interpretations are
notexpected to have a material impact.

Below isa listof new and revised IFRSs thatare not
yet mandatorily effective (butallowearlyapplication)
forthe yearending 31 December 2019:

- Standards effective date: 01/01/2020 or later.

¢ Amendmentsto IFRS9,1AS 39and IFRS17: Interest
Rate Benchmark Reform;

* Amendmentsto|AS 1and IAS 8: Definition of
Material;

* Amendmentsto References to the Conceptual
Framework in IFRS Standards.

¢ Amendmentto IFRS3 Business Combinations;

* Amendmentsto|AS 1and IAS 8: Definition of
Material.

6. Changes in accounting policies

In these financial statements, the Bankhas applied
IFRS 16 Leases forthe first time. The nature and effect
of the changes asa result of adoption of thisnew
accounting standard are described below.

FRS 16 supersedes|AS 17 Leases, IFRIC4 Determining
whetheran Arrangement contains a Lease, SIC-15
Operating Leases-Incentives and SIC-27 Evaluating the
Substance of Transactions Involving the Legal Form of
a Lease.Thestandard sets outthe principles forthe
recognition, measurement, presentationand
disclosure of leasesandrequires lessees to recognise
mostleases on the balance sheet.

Lessoraccounting under IFRS 16is substantially
unchanged from |AS 17. Lessors will continue to
classifyleases as either operating or finance leases
usingsimilarprinciplesasinlAS 17. Therefore, IFRS 16
did nothave an impactforleases where the Bank is
the lessor.

The Bank adoptedIFRS 16 using the modified
retrospective method of adoption with the date of
initial application of 1January2019. Underthis
method, the standard is applied retrospectively with
the cumulative effect of initiallyapplying the standard
recognised atthe date of initial application. The Bank
electedto usethetransition practical expedientto
notreassesswhethera contractis orcontainsalease
atl1January2019. Instead, the Bank appliedthe
standard onlyto contracts that were previously
identifiedasleasesapplying IAS 17andIFRIC4atthe
date of initial application.

Upon adoption of IFRS 16, the Bank applieda single
recognitionand measurementapproach forall leases
exceptforshort-term leases and leases of low-value
assets. Referto 2.27 for the accounting policy
beginning 1January2019. The standard provides
specifictransition requirements and practical
expedients, which have beenappliedbythe Bank. The
practical expedientsinclude the following:

* Appliedasinglediscountrate to a portfolio of
leases with similar characteristics.

* Applied the exemption not to recognise right —of-
use assets and liabilities with less than 12 months
ofleasetermandalsoleasesoflow-value assets.

* Notto reassessthedefinition of aleaseon
transitionto IFRS16.

Basedon the above, asat1January 2019:

* Right-of-useassets of £1,472k were recognised
and presentedinthe statement of financial
position within “Property, plant andright-of-use
assets”.

* Additionalleaseliabilities of £1,472k (included in
“Other liabilities”) were recognised; and

e The adoption of IFRS 16 had noimpacton the
Bank’sretained earnings and no material impact
onits CET1ratio.



6. Changes in accounting policies

(continued)

The lease liabilitiesas at1January 2019 can be
reconciledto the operating lease commitments as of
31 December2018, as follows:

£°000 Note
Operating lease commitmentsasat31December 2018 1,484
Adjustment 85
Adjusted operating lease commitments as at 31 December 2018 1,569
Weightedaverageincremental borrowingrateasat1January 2019 2.69%
Discounted operatinglease commitments as at 1 January 2019 21 1,472
Lease liabilities as at 1 January 2019 1,472
7. Net interestincome
£°000 2019
Due from banks 4,057 3,262
Loans andadvances to customers 14,204 14,455
Financial investments - FVOCI 3,629 4,295
Financial investments — Amort. cost. 3,378 1,520
Interest and similar income 25,268 23,532
Due to banks (7,992) (6,131)
Subordinated debt (421) (635)
Interest and similar charges (8,413) (6,766)
Net interest income 16,855 16,766
8. Net fee and commission income
£°000 2019
Creditrelatedfees and commissions 146 95
Corporate banking fees 1,476 2,633
Fee and commission income 1,622 2,728
Fees and commission expense (1) (13)
Otherfees paid (2,105) (2,134)
Fees and commission expense (2,106) (2,147)
Net fee and commission (expense)/income (484) 581
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9. Net trading income

Foreign exchange (468) 417
Foreign exchange - derivative foreign exchange 276 (293)
Gainon disposal - FVOCI 1,519 (19)
Gain on disposal—Amort. Cost. 2,934 -
Net trading income 4,261 105

10. Other operating income

£°000 2019

Subleases 636 (7)
Otherincome 343 23
Other operating income 979 16

11. Personnel expenses

£°000 2019

Wages andsalaries (5,290) (4,616)
Social security costs (960) (980)
Pension costs - defined contribution plans (478) (424)
Otherbenefits (355) (181)
Personnel expenses (7,082) (6,201)
Number ofemployees 79 74

The average monthlynumber of employees (including Directors) during theyear was:

Board 7 7
Corporate and Investment Banking 12 17
Treasury and Capital M arkets 6 4
Operations and support 54 48

Only 4 directors (2018: 4 directors) received remuneration from BBI

during the year.
K-: o
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12. Other operating expenses

£°000 2019 2018
Marketing expense (54) (66)
Administrative (3,762) (4,453)
Professional fees (1,945) (1,279)
Statutoryaudit fees* (196) (198)
Otherexpenses (1,971) (1,824)
Other operating exp enses (7,928) (7,820)

*2019: Amountincludedinterim report of £20k and overrunsinrespect of prioryearof £20k.

13. Net impairment (losses) / recoveries

£°000
IFRS9
Stage 1-Performing—12 months ECL (8) (66)
Stage 2—Performing—Life time ECL 390 55
Stage 3—Non performing —Life time ECL (1,247) (94)

(865) (104)




14. Taxation

£°000 2019

CurrentIncome tax (441) (65)
Priorperiod current taxadjustments (292) (5)
Current tax (733) (70)
Relating to origination and reversal of

temporarydifferences (323) =

Change intaxrate (771) (26)
Priorperiod deferredtaxadjustments 513 171
Derecognition of deferredtax assets - (350)
Deferred tax (581) (224)

Taxation (1,314) (295)
Reconciliation of the total tax charge
Profitbefore tax 4,166 2,464
Income taxcalculatedata taxrate of 19.00%

(2018: 19%) (791) (468)

Othernon-deductibleitems (9) (23)

Otherdeductible items - 201

Group relief 36 -

Depreciationin excess of capital allowances - (167)

Capitalallowances in excess of depreciation - 371

Effectofchange intaxrate (699) (26)

Adjustmentinrespectof prioryears -CT (292) 166

Adjustmentinrespect of prioryears-DT 513 -

Derecognition of tax effect of previously

recognised deferredtax - (349)

Adjustmentoftaxin OCl /rate change (72) -

Income tax benefit reported inthe statement

of profit and loss (1,314) (295)

The deferred taxassetisdue to temporary

differences on thefollowing:

Taxlossesavailable 5,281 5,533

Deferred taxliabilityon FVOCI (251) -

Property and equipment 609 829

IFRS 9impact 212 278

Total 5,851 6,640

Deferred taxhasbeenmeasured atthe 17%
corporation taxratethat was expectedto applyto the
periods when the assetisrealised orthe liabilityis
settled, based on taxrates thathad been enacted by
the end of the reporting period.

As a resultof bank loss relief restriction, the deferred
taxassetis expectedto be realisedover10years.
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The deferredtaxasset (DTA) recognised asat 31
December2019 has been recognised on the basis that
the Directors believeitis probable that s ufficient
future taxable profits willbe generated against which
itcan be utilised.



14. Taxation (continued)

In arriving atthis conclusion the Directors have Any futures changesintaxlawcould have a
estimated the future profit performance forthe Bank significant effect on the use of losses, including the
which is subjectto a numberofvariables. Ifforecast period over which the losses are utilised.

profitbefore taxreduces by 10% the Directors would
stilldeem recognition of the deferred taxassets as
appropriate.

The Directors are satisfied the calculation of the
deferred taxasset will be utilised with future taxable
profits.

A sensitivityanalysis has been applied to the initial
scenariodescribed previously. Arange of +10% - 6%
change inthe forecastincome of the Bankwould
change the period over which the losses willbe fully
utilised by 0-1year.

15. Other comprehensive income

Bef
i ore Net oftax
ax

2019 2019
Unrealised gain / (loss) on Financial Investments 2,804 (212) 2,592 (1,645)
Exchange differences ontranslating foreign operations 118 - 118 (23)
Total other comprehensive income / (loss) 2,922 (212) 2,710 (1,668)
16. Net cash and cash equivalent position
£°000 2019
Balances with central banks 3,108 17,698
Cash and cash equivalent with central banks 3,108 17,698
Currentaccounts with other banks 44,392 71,612
Moneymarket placements with other banks - 1,585
Cash and cash equivalent duefrom banks 44,742 73,197
Net cash and cash equivalent position 47,500 90,895
Loans andadvancesto banks 40,859 84,200
Due from banks 85,601 157,397
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17. Due from banks

G . L 1 Carrying
( O
0SS carrying amount oss allowance amount 2019
Stage 1-Performing —12 months ECL 86,038 (437) 85,601 157,397
Due from banks 86,038 (437) 85,601 157,397
18. Loans and advances tocustomers

Gross carrying Carrying

Loss allowance
amount amount 2019
Stage 1-Performing —12 months ECL 187,518 (432) 187,086 171,983
Stage 2—Performing —Life time ECL 13,317 (636) 12,681 36,428
Stage 3—Non performing —Life time
ECL 20,340 (4,055) 16,285 3,185
Loans and advances to customers 221,175 (5,123) 216,052 211,596
19. Financial investments —Fair value through other comprehensive income
Carrying
amount 2019

Stage 1-Performing —12 months ECL 131,889 113,226
Stage 2—Performing—Life time ECL - 453
Financial investments - FVOCI 131,889 113,678
20. Financial investments — Amortised cost

Gross carrying - " Carrying

amount 05S alowance amount 2019

Stage 1-Performing—12 months ECL - - - 48,545
Financial investments — Amort.cost - - - 48,545
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21. Property ,Plant and Equipment and Right —

of-use Assets

£°000 2019

Cost as at 1 January 1,121 846
Additions - Right of use assets on initial application of IFRS 16 1,472 -
Restated costas at 1 January 2,593 846
Additions - otherpropertyand equipment 81 267
Additions - Right of use assets 4,196 -
Disposals - -
Exchange adjustments (31) 8
Costas at 31 December 6,839 1,121
Depreciation as at 1 January (695) (513)
Charge forthe year-Rightof use assets (657) -
Charge forthe year-otherpropertyand equipment (151) (175)
Disposals - -
Exchange adjustments 27 (7)
Depreciation as at 31 December (1,476) (695)
Net book value 5,363 426
22. Intangible assets —computer software

£°000 2019

Costas at 1 January 4,453 3,128
Additions 333 1,325
Disposals - -
Costas at 31 December 4,786 4,453
Amortisation as at 1 January (1,383) (674)
Charge forthe year (761) (709)
Disposals - -
Amortisation as at 31 December 2,144 (1,383)
Net book value 2,642 3,070

/
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23. Goodwill

£°000 2019

Asat 1 January 13,898 13,771
Impairment brought forward (4,854) (4,854)
Asat 31 December 9,044 8,917
Exchange adjustments (505) 127
Net book value 8,539 9,044

A. Information about geographical areas
Goodwillacquiredthrough business combinations
has beenallocatedto two individual cash-generating
units (CGUs) forimpairment testing as follows:

* Corporate andlInvestmentBanking;and

* Treasuryand Capital Markets.

£°000 2019

Corporate andInvestment Banking 5,486 -
Treasuryand Capital Markets 3,053 -
Net book value 8,539 -

*1n 2018, the bank assessedthe impairment of
Goodwill by consideringthe valuation of the Paris
branch,butused an assessment of the recoverable
amounts of the CGUs mentionedabove insteadin
2019.”

Key assumptions used in value in use calculations
The recoverable amounts of the above CGUs have
been determined based on avaluein use calculation,
usingcash flow projectionsin perpetuity based on
business plans approved bysenior managementfor5
years with anassumption of steady3% growth in
future years afterthe Syears period andthen
discountedata rateof 11%. These assumptions are
considered bymanagementto be reasonable. These
business plans, which alsoform the basis of the
assessment of the deferred taxrecognition (see note
14),assume:

* An on-going costreduction programme including
premises savings and eliminating resource
duplication justifying the assumption of 1.5%
growth ;and

* Adequate capital to coverasset growth.

The calculation of valueinuse forboth of the CGUs
does notleadto anyindication of additional
impairment.

)
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The sensitivity to the keyassumptions before a write

down is required (assumingotherfactors remain

constant),areas follows:

* The discountrate would needto exceed 18%, or

* The average growth ratewould need to fall below
9% overthe forecast period.

Net operating income : Netoperatingincome

are based on managementassessmentsandarein
line with valuesachieved prior 2019. These are
maintainedoverthe budget periodforanticipated
market conditions.

Discount rates: Discount rates reflect management’s
estimatedreturn on the Bank’s capital employed
(ROCE).

Projected growth rates: Projected growth ratesare
based on the Bank’s ability to fully utilise its capital,

togetherwith its assessment of market conditions in
Africa.



24. Otherassets

VAT recoverable 251 272
Prepayments 1,336 2,063
Rentdeposit 236 231
Due from ultimate parent undertaking 4,246 3,558
Othersundryreceivables 547 613
Leasereceivables 1,863 -
Other assets 8,478 6,737
25. Due to banks

£°000 2019
Currentaccounts 11,134 66,924
Term deposits due to banks 3,795 -
Due to fellow groupundertakings lessthan 1 year 3,441 71,961
Due to ultimate parent undertaking 244,780 228,746
Due to banks 263,150 367,631

Due to fellow group undertakings are money market
deposits from subsidiaries of BMCE Bank of Africa
Group otherthan the ultimate parent company
(Banque Marocaine duCommerce Exterieur S.A).

26. Due tocustomers

These deposits areatcommercial arms length rates.

£°000 2019

Currentaccounts 95,488 105,720
Term deposits 1,286 3,511
Due to customers 96,774 109,231
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27. Other liabilities

£°000 2019 2018
Accounts payable 966 1,352
Accruals 1,977 2,856
Othertaxes andsocial security costs (55) 164
Deferred income 2,007 2,041
Otherpayables 30 40
Lease liabilities 6,649 -
Other liabilities 11,574 6,453

28. Subordinated debt

£°000 2019 2018
Principal 15,052 15,912
Accrued Interest 179 382
Subordinated debt 15,231 16,294

Subordinated debt representsubordinated|oans of
€17,700k 2% fixed rate notes granted bythe parent
company on with a redemption date of 2023.

Cash Fx

) Other
flows change

Group subordinated debt 16,294 (617) (626) 179 15,231

Group subordinated debt 16,072 (635) 475 382 16,294

See note 29, issued Share capital, for movementin the
banks reserves which also represent the Banks funding
sources.



29. Share capital and reserves

£°000 2019

Share capital

Authorised
150,000,000 ordinarysharesof £1each

Issued, called up and fully paid

102,173,000 sharesordinaryshares of £1each 102,173 102,173
Share capital as at 31 December 102,173 102,173
All shares rank equally with one vote per share. There is no entitiement to fixed income

Reserves

Reserves-FVOCI 1,243 (1,349)
Foreign currencytranslation (72) (189)
Accumulated losses (22,329) (25,181)
Reserves as at 31 December (21,157) (26,719)
Share capital and reserves 81,016 75,454

30. Events afterthe reporting date

There hasbeen aglobal outbreak of anovel strain of
Coronavirus (Covid-19) afterthe balance sheet date.
Due to the lewel of uncertainty surrounding this
unprecedented event, itis difficult to predictits
durationand the full extent of implications.
Subsequentto the balance sheet date, the Bankhas
experienceddeteriorationsinthe carryingvalue of its
debtsecurities portfolioat FVOCI inline with market
conditions. Moreover, the Bankconsiders thatthereis
a reasonable chance of experiencing negative impacts
on otherareasincluding its loan book (specifically
assetqualityand ECLs), netinterestincome,
impairments and provisions; although the financial
implications of these potential impact cannot
currentlybe reliablyestimated. The Bankconsiders
the emergingimpacts arisingfrom this pandemic to be
a non-adjusting eventafterthe reporting periodand
therefore no adjustments have been madeto the
financial information as of 31 December 2019.

On 17 March 2020, Budget Resolutions were passed
by the UK’s House of Commons with the effect that
the main rate of corporation taxwill remain at 19%.
The impactofthison the deferredtaxassetwould be
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anincrease of £0.7 million. This constitutes a non-
adjusting eventafterthe reporting periodand
therefore no adjustments have beenmadeinthis
respectto the financial information as of 31
December2019.



31. Additional cash flow information

£°000 2019 2018
Cash andbalances with central banks 3,108 17,698
Currentaccounts with other banks 44,392 71,612
Moneymarket placements with other banks - 1,585
Cash and cash equivalent (note 16) 47,500 90,895
Net decrease / (increase) in:

Due from banks 42,857 (20,911)
Derivative Financial Instruments (23) 909
Loans andadvances to customers (5,247) (4,957)
Otherassets (5,640) 1,166
Interest (21,138) (18,288)
Change in operating assets 10,809 (42,081)
Net (decrease) /increase in:

Due to banks (104,481) 87,892
Derivative finandalinstruments 33 (74)
Due to customers (12,457) (3,118)
Otherliabilities 4,830 126
Interest (531) 472
Change in operating liabilities (112,605) 85,298
Depreciationand amortisation 1,569 884
Impairment provisions 653 104
Gainsonsecurities (1,519) 19
Net foreign exchange gain 167 (125)
Other items included in profit beforetax 870 882
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32. Contingent liabilities and commitments

These are credit-related instruments which include drawn upon, the total of the contract amounts is not
guarantees and commitments to extend credit. The representative of future cash requirements.
contractual amounts representthe amountatrisk These obligations are not recognised on the balance
should the contractbe fullydrawn upon and the client sheetbuttheycontaincreditrisk and are therefore
defaults. partofthe overallrisk of the Bank.

Since a significant portion of guarantees and The total outstanding commitments and contingent
commitments are expected to expire without being liabilities are as follows:

£°000 2019

Financial guarantees 6,882 1,993
Letters of credit 52,448 72,063
Bills for collection 27,616 12,179
Contingent liabilities 86,946 86,235
Undrawn commitments to lend 3,859 10,924
Commitments 3,859 10,924
Contingent liabilities and commitments 90,805 97,159

Operating lease commitments

Bank as lessee

The Bank contracted non-cancellable operatingleases
forits officesinLondon, Paris, Zurich and Dubai.

The leaseinParisisto be sharedwith othergroup
companies.

As from January, 15t 2019, the bank applies IFRS 16 to
its lease contracts.

Non-cancellable operating lease paymentsasat31
December2018 were as follows:

£°000

Within oneyear 1,407

Afterone yearbutnotmore than five years 77

Lease commitments expiring 1,484
\ t Page 55
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32. Contingent liabilities and commitments
(continued)

Bank as lessor —

The Bank subleaseda portionof its Paris premises.
Future minimum rentals receivable underthe non-
cancellable operating leasesasat 31 Decemberareas
follows:

£°000 2019

Within oneyear 643 584
Lease commitments receivable 643 584
33. Compensation and transactions with key The Bankdidnotenterinto transactions,
management personnel of the Bank arrangements and agreements involving Directors,

seniormanagementand their business associates, or

The non-executive Directors do notreceive pension .
close familymembers.

entitlements from the Bank.
Key managementpersonnelinclude senior
management of the Bank.

One directorwasa memberof the defined
contributionschemein2018and 2019. The non—
executive Directors donotreceive pension
entitlements from the Bank.

£°000

Short-term employee benefits 795 623
Compensation of key management personnel (includingexecutive directors) 795 623
Short-term employee benefits 545 724
Compensation of Directors 545 724
Aggregate emoluments and benefits 285 226
Highest paid Director 285 226
34. Related party transactions receivesand provides arange of services from the

parentand related parties, including loansand

The Bankisa whollyownedsubsidiary of BMCE
International (Holdings) plc. The ultimate parent guarantees andvarious administrative services.
companyofthe Bankis Banque Marocainedu

Commerce ExterieurS.A. (BMCE).

Duringthe yearthere have beentransactions

between the Bank, its parent company, the ultimate

parentcompanyandotherrelated parties. The Bank
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34. Related party transactions (continued) In additionto entities withinthe scope of BMCE g

The outstanding balances attheyearendarose from Grou.p, keymanagementp.ersonnelare aI'so —

the ordinary course of business and are unsecured. consideredasrelated parties. Compensations are 3

The interest, feesand commissions paid to orreceived disclosedin note 33. -

fromrelated partiesare at normal commercial rates. (@)
—
>

£°000 -2019 BMCE BOA M
=

Interestcharged by (7,372) (460) (7,832) 3

Interestreceived from 0 161 161 >
(@)

Fees and commission paidto (1) 0 (1) o

Fees and commission received from 105 121 226 ('9'_

Nettradingincome/(expense) 355 (1,041) (686) 9..
M

Otheroperating expenses paidto 763 171 935 3
M
>

Amounts owedto 269,244 5,649 274,893 7

Amounts owed by (4,751) (959) (5,710)

Financial guarantees and commitments given (140) 454 314

Financial guarantees received 14,589 6,806 21,395

£°000 - 2018 3% (@3 BOA Total

Interestcharged by (5,686) (664) (6,350)

Interestreceived from 462 158 619

Fees and commission paidto (13) - (13)

Fees and commission received from 366 81 447

Nettradingincome/(expense) 882 85 967

Otheroperating expenses paidto (1,018) - (1018)

Amounts owedto 277,204 50,419 327,623

Amounts owed by 6,598 8,821 15,419

Financial guarantees andcommitments given 237 11,152 11,389

Financial guarantees received 31,175 3,655 34,830

BMCE = Banque Marocaine du Commerce ExterieurS.A
and related subsidiaries
BOA = Bank of Africa Group (*)

(*) Company owned and controlled directly by Banque
Marocaine du Commerce Exterieur SA




35. Riskmanagement

A. Introduction

Effective riskmanagementisan ongoing fundamental
strategyforthe Bank. Whilstitisingeneral akey
capabilityfora successful financial services provider, risk
managementalso plays a significantroleinthe Bank’s
currentstage of developmentandis criticalto the Bank’s
target of reaching profitability. The keycomponents of
the Bank’s risk managementinfrastructure are:

¢ Governance;and

* Riskmanagement processes.

The main risks facing the Bankare:
¢ Creditrisk;

e Liquidityrisk;

e Marketrisk;and

e Operationalrisk.

B. Governance

The Board of Directors is responsible forthe overall risk
managementapproach andforapproving the risk
strategies. Itis supportedbya numberof committees as
follows:

e RiskManagement Department (RMD)and Risk
Committee:

—The RMD is organised along traditional risk
functions: Market/Liquidity, Credit, and
Operational risks. The RMD is responsible
forimplementing, measuring and
maintaining risk related procedures to
ensurethatan independent control
processis present.

—The Risk Committee assists the Board in
monitoring the adequacy and effectiveness
of the Bank’s risk management policies and
processes. The Credit Risk Committee
approves all creditapplications.

* Treasury Asset and Liability Committee (TALCO)-
TALCO is responsible forassisting the board and
seniormanagementinthe oversight of risk policies,
strategies and processes. Therole of TALCOis to
assistthe Bankinfulfillingits responsibilities relating
to the oversight of the Bank’s market risk
management policies, strategies and processes that
have the potential to impact significantly on the
Bank’s earnings performance and capital. TALCO's
responsibilities include managementand review of:

—the Bank’sexposureto marketriskandits
hedgingstrategy;

— the Bank’s liquidity;

N
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—the usage of capital including ensuring
externalregulatoryrequirements are met;

— risk management processes;
—othercategories of risk linked to market
risk (countryrisk, counterpartyrisk);
—regulatorydevelopments andtheirimpact
on the prices of marketable assets;
—the valuation of market assets and the
measurement of market risk; and

— marketrisk limits.

e Audit Committee:
The Audit Committee consists of independentnon-
executive Directors (including the Chairman of the
Audit Committee). The Audit Committee meets
quarterly, orasfrequentlyasisrequiredto carryout
properlyits functions. The Audit Committee’s
responsibilityis one of oversight and review. Itdoes
notprovide expertadvice norexercise anyexecutive
role.The Audit Committee’s roleis to assist the Board
in monitoring:
—the integrity of the financial statements of
the Bank;
—the adequacyand effectiveness of the
systems of internal controls of the Bank;
—the qualifications and independence of the
Bank's external auditors andthe
performance of the Bank'sinternal and
externalauditors;and

— anyotherrelevantissue.

C.Measuring and reporting systems

The monitoringand controlling of risk is primarily
performed against limits established by the Bank. These
limits are established usinganapproved ‘Credit Policies
and Procedures Manual’, ‘Market Risk Policies and
Procedures Manual’ and ‘Operational Risk Policies and
Procedures Manual’. Additionally, a qualitative and
quantitative approach withinthis framework is used.

The Bank’s policyisto generate reports on a daily basis
from information compiled from all business systems,
then analysedto identifycontrol risks appropriatelyand
promptly. Thesereportsinclude (butare not limited to)
exposure reports (counterparty exposure, country
exposure, sectorexposure), excess reports and
concentrationrisks acrossall counterparties, countries
and industries.

D. Mitigation

As partofits overall riskmanagementstrategythe Bank
mayuse derivatives and other financial instruments to
manage exposures to interest rates, foreign currencies,
equityprice risks, creditrisks and to pre-hedge those
expected from future transactions



36. Credit risk

Creditriskisoneof the majorriskareasforthe Bank
andisdefined as therisk of loss from default by
debtors (including bond issuers) ortrading
counterparties.

All such risks taken bythe Bank musthave been
approved atthe appropriate levels,and mustadhere
tothe policies and procedures contained withinthe
CreditRiskPolicy Manual. Monitoring creditriskson a
day-to-daybasis, and making sure that exposures are
within approved limits, is key responsibility of the Risk
Management Department.

The Bank hasan established credit review process to
provide a periodicassessment of the creditworthiness
of counterparties. An internal credit risk classification
systemisusedto assessandallocatea creditrisk
grade notwithstandingthe external rating assigned.

A. Risk concentrations of the maximum exposure to
credit risk

Risk concentrations arise whena number of
counterparties are engaged in similar business
activities oractivitiesinthe same geographicregion or
have similareconomic features that would cause their
abilityto meetcontractual obligations to be similarly
affectedbychangesin economic, political orother
conditions.

Concentrations indicate the relative sensitivity of the
Bank’s performance to developments affecting a
particularindustry orgeographical location.

In orderto avoid excessive concentrations of risk the

Bank’s policies and proceduresinclude specific
guidelines regarding the importance of portfolio
diversification. Identified concentrations of credit risks
are controlled and managed accordingly. Selective
hedging maybe usedwithinthe Bankto managerisk
concentrationsatboth the relationship and industry
levels.

The Bank hascountrylimitsandsectorlimitssetin
placeandmonitored accordinglyin orderthatthe
Bank’s portfoliois maintained ata level thatis
appropriatelydiversified.

Concentrations of risks are managed by
client/counterparty, by geographical regionandby
industrysector.

The maximum gross creditexposureto one
counterparty, otherthan to related parties byrisk
concentrationasof 31 December2019was £22,653k
(2018: £27,307k).

B. Geographical analysis

The Bank's concentration of maximum exposure to
creditrisk, before takinginto accountanycollateral
held orothercreditenhancements canbe analysed by
the following geographical regions:

£°000 - 2019

Europe 69,412 45,053 114,465
United Kingdom 62,852 22,897 85,749
Africa 76,393 71,295 147,688
Others 78,388 19,092 97,480
Total 287,045 158,337 445,382
£°000 - 2018 CIB TCM
Europe 36,756 111,284 148,040
United Kingdom 43,790 33,271 77,061
Africa 129,067 80,824 209,891
Others 65,762 55,128 120,890
Total 275,375 280,507 555,882
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36. Credit risk (continued)

The general creditworthinessofa corporate customer
tends to be the mostrelevantindicatororcredit
qualityof a loan extendedto it. However, collateral
provides additional securityandthe Bankgenerally
requests that corporate borrowers provide it. The
Bank maytake collateralinthe form of floating
chargesoverall corporate assets and otherlines,
creditinsurance and guarantees.

Because of the Bank’s focus oncorporate credit
worthiness, the Bankdoes notroutinelyupdate the
valuation of the collateral heldagainstallloansto
corporate customers. Valuation of collateral is
updated when the creditrisk of a loandeteriorates
significantlyand theloan is monitored more closely.
Forimpairedloans, the Bank obtains an appraisal of
collateral becausethe currentvalue of the collateralis
aninputto the impairment measurement.

C.Maximum exposure to credit risk without taking
account of any collateral and other credit
enhancements

The following table shows the maximum exposure to
creditrisk forthe components of the statement of
financial position, including derivatives.

The maximum exposure is shown gross, before the
effect of mitigationthrough the use of collateral
agreements:

£°000 2019

Cash andbalances with central banks 3,108 17,698
Due from banks 85,601 157,397
Derivative financial instruments 254 231
Loans andadvancesto customers 216,052 211,596
Financial investment- FVOCI 131,889 113,678
Financial investment—Amort. cost - 48,545
Otherassets 8,478 6,737
Total 445,382 555,882
Contingentliabilities 86,946 86,235
Commitments 3,859 10,924
Total 90,805 97,159
Contingent liabilities and commitments 536,187 653,041
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36. Credit risk (continued)

An industrysectoranalysis of the Bank's financial
assets, before and aftertaking into account collateral
held orothercreditenhancements, is as follows:

2019 2019 2018 2018
Gross Net Gross Net

maximum maximu m maximu m maximu m

exposure exposure exposure exposure

A - Agriculture, forestryand fishing - - 986 685
B - Miningandquarrying 13,509 13,509 10,663 10,663
C - Manufacturing 13,191 4,679 17,590 8,773
D - Electricity, gas, steam and airsupply 6,907 650 9,175 843
F —Construction 33,646 29,757 8,696 8,696
G - Wholesaleandretail trade 44,460 30,524 36,065 22,040
H -Transportand storage 34,077 32,368 19,151 10,879
J-Informationand communication 31,184 18,415 22,652 14,125
K - Financial and insurance activities 163,401 144,971 409,020 349,488
L - Real estate activities 54 54 56 56
M - Professional, scientific and technical activities 205 196 362 -
N - Administrative and supportservice activities 7,866 7,866 - -

O - Publicadministrationand defence, compulsory

social security 162,422 124,536 100,687 44,170
Q - Human health services and social work activities 15 15 15 15
S - Otherservices 25,250 25,250 17,923 17,893
Total 536,187 432,790 653,041 488,326

D.Carrying amount per class of financial assets
whose terms have been renegotiated

No loans have been restructuredin 2019, sameas
2018.

E. Credit quality per class of financial assets

The credit quality of financial assets is managed bythe
Bank usinginternal creditratings. Credit Risk Grades
(CRG) generallyapplyto clients, butcanalso be
appliedto specifictransactions where considered
appropriate. All facilities are considered to have the
CRG ofthe clientunlessspecifically stated otherwise.
The latterwill occur only where the transactions are
consideredto have acreditrisk differentto the legal
entityconcerned,anexample being where some
facilities ortransactions areguaranteed bya stronger
entity, orwhere the source of repaymentisfroma
strongerentityin a ring-fenced structured finance
transaction (both guarantee and third party
repaymentshouldbe integral to the contract).
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36. Credit risk (continued)

E. Credit quality per class of financial assets

The following table shows the credit qualitybyclass
of assetforloan-related balance sheetlines, based on
the Bank's creditrating system, using the industry
standard creditratingagency definition of investment

grade, e.g. Moody’s Investors Service Baa3 or better,
Fitch Ratings BBB-orbetter:

£2000 - 2019 In veistment Non in \.'es tment Impaired
grade grade

Due from banks 39,882 46,156 (437) 85,601
Derivative financial instruments 69 186 - 254
Loans andadvancesto customers - 221,174 (5,122) 216,052
Financial instruments — FVOCI 51,831 80,058 - 131,889
Financial instruments —amortised cost - - - -
Total 91,781 347,574 (5,559) 433,796

£1000 - 2018 Investment Non investment
grade grade

Due from banks 45,685 112,016 (304) 157,397
Derivative financial instruments 224 7 - 231
Loans andadvancesto customers 20 215,907 (4,331) 211,596
Financialinstruments —FVOCI 81,894 31,874 (90) 113,678
Financial instruments —amortised cost 19,206 29,540 (201) 48,545
Total 147,029 389,344 (4,929) 531,444
£°000 2019 2018
Rated AAA 38,020 50,326
Rated BBB+to BBB- - -
Rated BB+and Below 55,395 40,631
Government Bonds and Treasury Bills 93,415 90,958
Rated A- - 11,704
Rated BBB+to BBB- 5,700 31,597
Rated BB+and Below 24,662 27,964
Financial Institution Bonds 30,362 71,266
Rated BBB+to BBB- 8,112 -
Corporate Bonds 8,112 -
Total 131,889 162,223




36. Credit risk (continued)

F. Credit risk ratings — IFRS9 expected loss model

The Bank uses creditriskgradesasa primaryinput
into the determination of the term structure of the PD
forexposures. The Bank collects performance and
defaultinformationaboutits creditriskexposures
analysedbyjurisdiction orregion and bytype of
productand borroweras wellasbycreditrisk grading.
The informationusedis bothinternal and external
depending on the portfolioassessed. The table below
providesthe Bank’s creditriskgrades to external
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rating.
Investment Excellent 0-0.004
Investment Excellentto strong 0.004 -0.026
Investment Strong to good 0.026 - 0.093
BBB+to BBB- Investment Good to satisfactory 0.093 -0.282
BB+to BB- Non investment Satisfactoryto acceptable higherrisk 0.282 -1.163
Non investment Acceptable higherriskto marginal 1.163 -8.108
Unsatisfactory Unsatisfactory 8.108 - 15.190
Unsatisfactory Substandard 15.190 - 28.465
Unsatisfactory Doubtful orbad 28.465 -53.348
Below CCC- Unsatisfactory Loss / Liquidation Insolvency

37.83 0.000% 40.900%
102.78 0.002% 26.505%
26.10 0.064% 34.124%
283.27 2.793% 35.147%
5.14 100.000% 87.500%




36. Credit risk (continued)

G.Forward looking information — IFRS9 expected loss
model

The Bank uses forward-looking informationthatis publiclyavailable without undue cost oreffortin its assessment of significant
increase of credit risk.

The forward looking information embedded inthe three scenarios representthe forecastedyearto year changeinthe
macroeconomic fundamentals.

The macroeconomic & commodity fundamentals data usedin the differentscenariosis sourced from independent reputable
organisations as: IMF, World Bank, ILO, The Economist Intelligent Unit.

Different scenarios means different forecasts provided bydifferent sources.

2020 2021 2022 2023

GDP Growth Scenarios

Scenario | 2.35% 2.32% 2.92% 3.06%

Scenario I 3.06% 2.99% 3.44% 3.17%

Scenario lll 3.18% 2.38% 2.57% 2.71%
Change in unemployment Scenario

Scenario | 1.21% 1.04% 0.28% 0.48%

Scenario Il 0.82% 0.77% 0.78% 0.89%

Scenario lll 1.01% 0.94% 0.87% 0.87%
Change in energy Index

Scenario | -1.34% 0.62% 0.73% 0.61%

Scenario ll -1.34% 0.62% 0.73% 0.61%

Scenario lll -1.34% 0.62% 0.73% 0.61%
Change in non energy Index

Scenario | 1.44% 1.30% 1.40% 1.38%

Scenario ll 1.44% 1.30% 1.40% 1.38%

Scenario lll 1.44% 1.30% 1.40% 1.38%
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36. Credit risk (continued)

G. Forward looking information — IFRS9 expected

loss model - Continued

The Bankimplementedthe IFRS 9solution by
employing recognised models and historical
information from areputable rating agency.

The Bankuses publiclyavailable forecasted
information to generate the Probability of Default
(PD) Points in Time (Pit) for different economies.
The table above summarises the principal
macroeconomicindicatorsincludedinthe economic
scenarios used at31 December 2019 and the
forecastedyears, for Nigeria, Chad, Congo, UAEand
France;countriesin which the Bank operates and
therefore are the countries that have materially
impacted the ECL.

To capture the sectorrisk, BBl included the changein
the proportion of downgrades forthe three main
sectors: Corporates, Financial Institutions and
Sovereigns. Therefore, the probability of default
through the cycle is definedata granularlevel for
each counterparty, based on countryfundamentals
(macro data), sector data, financial market
performance and commodities fundamentals. Note:
where onlylyeardatais shown below, this relates to
data forwhichtherearelaggingindicators (andno
forecastsindicators).

H.M easurement of HOL

The keyinputs used formeasuring ECLare:
e probabilityof default (PD);

¢ lossgiven default (LGD); and

e exposure atdefault (EAD).

PD is an estimate of the likelihood of default over a
given time horizon. Itis estimatedasata pointin
time.The calculation is based on statistical rating
models, andassessed using rating tools tailored to the
various categories of counterparties and exposures.

These statistical models are based on market data
(where available), as well asinternal data comprising
both quantitative and qualitative factors. PDs are
estimated considering the contractual maturities of
exposuresandestimated prepaymentrates. The
estimation is based on current conditions, adjusted to
take into account estimates of future conditions that
will impact PD.

LGDis an estimate of the lossarisingon default. Itis
based on the difference between the contractualcash
flows dueandthosethatthelenderwould expect to
receive, taking into account cash flows from any
collateral. The LGD models forsecured assets consider
forecasts of future collateral valuation. LGD models

!
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forunsecuredassets considertime of recovery,
recovery rates andseniority of claims. The calculation
is on a discounted cash flowbasis, where the cash
flows are discounted bythe original EIR of the loan.

EAD is anestimate of the exposure ata future default
date, taking into account expected changesin the
exposure afterthe reporting date, including
repayments of principal and interest, and expected
drawdowns on committed facilities. The Bank'’s
modelling approach for EAD reflects expected
changesinthebalance outstanding overthe lifetime
of the loanexposure thatare permitted bythe
currentcontractual terms, such as amortisation
profiles, earlyrepayment or overpayment, changesin
utilisation of undrawn commitments and credit
mitigationactions taken before default.

The Bank measures ECL considering therisk of default
overthe maximum contractual period (including
extensionoptions) over which the entityis exposedto
creditriskandnota longerperiod, evenif contact
extensionorrenewal iscommon business practice.
However, forfinancial instruments suchas overdraft
facilities thatinclude both aloan and an undrawn
commitmentcomponent, the Bank’s contractual
abilityto demand repaymentand cancel the undrawn
commitmentdoes notlimitthe Bank’s exposure to
creditlosses to the contractual notice period.

Forsuch financialinstruments the Bank measures ECL
overthe period thatitis exposed to creditriskand
ECL could be mitigated bycreditriskmanagement
action.

The ECL calculation foraccounting purposes is
differentto the ECLcalculation forregulatory
purposes, althoughmanyinputs usedaresimilar. The
Bank hasensuredthatthe appropriate methodology
is used when calculatingECLforboth accountingand
regulatory purposes.

The measurementof ECLis basedon probability
weightedaverage creditlossanditis measured onan
individual basis. The Bank does notapply collective
basis measurement of ECL.



36. Credit risk (continued)

[. Credit quality — IFRS9 expected loss model

The Bank monitors credit risk per class of financial
instrument. The table below outlines the classes
identified, as well as the financial statementlineitem
and the notethat provides an analysis of theitems
includedinthe financial statementline for each class
of financial instrument.

An analysis of the Bank’s creditriskconcentrations per
class of financial assetis providedin the following
tables.The amountsin thetablerepresentnet
carryingamounts.

Cash and cash equivalent with central banks

£°000 2019 2018
Concentration persector

K - Financial and insurance activities 3,108 17,698
Total 3,108 17,698
Concentration by region

Europe 3,108 17,698
Total 3,108 17,698
Due from banks

£°000 2019 2018
Concentration persector

K - Financial and insurance activities 85,601 157,397
Total 85,601 157,397
Concentration by region

Europe 29,654 46,693
United Kingdom 22,597 48,459
Africa 26,649 42,921
Others 6,701 19,325
Total 85,601 157,397
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36. Credit risk (continued)

[. Credit quality — IFRS9 expected loss model

Loans and advances to customers

£°000 2019 2018
Concentration persector

B -Miningandquarrying 1,499 21
C - Manufacturing 11,551 9,908
D - Electricity, gas, steam and air conditioning supply 7,004 9,334
F —Construction 16,656 8,828
G - Wholesaleandretail trade 52,327 52,935
H - Transportand storage 23,911 14,027
J -Informationand communication 15,157 20,659
K - Financial and insurance activities 35,432 22,939
L - Real estate activities 61 63
N - Administrative and supportservice activities 8,508 -
O - Publicadministrationand defence, compulsorysocial security 42,188 72,881
S - Otherservices 1,808 -
Total 216,052 211,596
Concentration by region

Europe 47,096 38,365
United Kingdom 38,247 23,033
Africa 89,063 120,158
Others 41,646 30,040
Total 216,052 211,596
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36. Credit risk (continued)

[. Credit quality — IFRS9 expected loss model

Financial investments—Fair value through other comprehensive income

£°000 2019 2018
Concentration persector
B -Miningandquarrying 8,111 -
K - Financial and insurance activities 68,384 105,843
O - Publicadministrationand defence, compulsorysocial security 31,735 7,836
S - Otherservices 23,659 -
Total 131,889 113,678
Concentration by region
Europe 39,282 15,597
Africa 71,280 47,110
Others 21,327 50,971
Total 131,889 113,678
Financial investments — Amortised cost
£°000 2019 2018
Concentration persector
B -Miningandquarrying - 7,802
K - Financial and insurance activities - 7,947
O - Publicadministrationand defence, compulsorysocial security - 14,871
S - Otherservices - 17,925
Total - 48,545
Concentration by region
Europe - 7,802
Africa - 36,812
Others - 3,931
Total - 48,545
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36. Credit risk (continued)

[. Credit quality — IFRS9 expected loss model

Below an analysis of the Bank’s creditriskexposure
perclassof financial asset, internal rating and “stage”
withouttakinginto account the effects of any
collateral orothercreditenhancementsis provided in
the following tables. Unless s pecificallyindicated, for
financial assets, the amountsin the table represent
gross carryingamounts.

Due from banks

£°000 Stage 1 Stage 2 Stage 3

AAA to A- 25,247 - - 25,247

BBB+to B- 60,791 - - 60,791

Total gross carrying amount 86,038 - - 86,038

Loss allowance (437) - - (437)
Carrying amount as at 31 December 2019 85,601 - - 85,601

Loans and advances to customers

£°000 Stage 1 Stage 2 Stage 3

AAA to A- - - - -
BBB+to B- 187,518 13,317 14,509 215,344
Impaired - - 5,831 5,831
Total gross carrying amount 187,518 13,317 20,340 221,175
Loss allowance (432) (636) (4,055) (5,123)
Carrying amount as at 31 December 2019 187,086 12,681 16,285 216,052
Financial investments —fair value through other comprehensive income

£°000 Stage 1 Stage 2 Stage 3

AAA to A- 38,020 - - 38,020
BBB+to B- 93,869 - - 93,869
Total gross carrying amount 131,889 - - 131,889
Loss allowance (227) %) - (232)
Carrying amount as at 31 December 2019 131,662 5) - 131,657

\ Page 69



36. Credit risk (continued)

J. Loss allowances — IFRS9 expected loss model
The tables below analyse the movement of the loss
allowance during theyear per class of assets.

Due from banks

£°000 Stage 1 Stage 2 Stage 3

Loss allowance as at 1 January 2019 (304) - (304)
M ovement with P&Limpact

New financial assetoriginatedor

purchased (196) ) (196)
Changesin PDs/LGDs/EADs 73 - 73
Changesto modelassumptions and

methodologies (10) B (10)
Loss allowance as at 31 December 2019 (437) - 437)
Loans and advances to customers

£°000 Stage 1 Stage 2 Stage 3

Loss allowance as at 1 January 2019 (516) (1,475) (2,340) (4,331)
M ovement with P&Limpact

New financial asset originated or

purchased (339) - (36) (375)
Changesin PDs/LGDs/EADs 684 84 (1,207) (439)
Changesto modelassumptions and i i

methodologies (2) (2)
FXand other movements - 25 25
Loss allowance as at 31 December 2019 (173) (1,391) (3,559) (5,122)
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36. Credit risk (continued)

J. Loss allowances — IFRS9 expected loss model

Financial investments —fair value through other comprehensive income

£°000 Stage 1 Stage 2 Stage 3

Loss allowance as at 1 January 2019 (85) (5) - (90)

M ovement with P&Limpact

New financial asset originated or

purchased (51) ) ) (51)
Changesin PDs/LGDs/EADs (91) - - (91)
Loss allowance as at 31 December 2019 (227) 5) (232)

Financial investments —amortisedcost

£°000 Stage 1 Stage 2 Stage 3

Loss allowance as at 1 January 2019 (201) - - (201)

M ovement with P&Limpact

Changesin PDs/LGDs/EADs 201 - - 201

Loss allowance as at 31 December 2018 - - - -

K.Collateral held as security and other credit
L_‘Hh‘dHCClﬂCH[S

The Bank holds collateral or other credit
enhancements to mitigate creditriskassociated with
financial assets. The maintypes of collateral and the
types of assets these are cash collateral, insurances,
guarantees andtangible assets independentlyvalued.
Collaterals relate to instruments thatare measuredat
amortised cost.

)
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37. Liquidity risk

Liquidityriskisthe riskthatthe Bank mayencounter
difficultyin meeting obligations associated with
financial liabilities whentheyfalldue under normal
and stressed conditions.

The Bank has obtained funding, with appropriate
maturities, fromits ultimate parentinorderto meet
its liquidity needs.

In stressedsituations, the Bank will utilise funding
arrangements under marketrepurchase agreements
and deposits from the parent Company. This funding
will be provided on an arms-length basis. The
liquidity position is assessedand managedundera
varietyof scenarios. The mostimportant of theseis
to maintain limits on the ratioof netliquidassets to
customerliabilities, set to reflect market conditions.

The liquidity reserves consist of cashwith central
banksand anyotherhigh qualityliquid assets
securities beingsoldimmediately. The Bank focuses
on exposures due to mature within the nextmonth.
Howeverthe Bank also monitors all assets and
liabilities overtheircontractual maturities.

A. Liquidity reserves

The table below shows the liquidityreserves:

2019
Carrying
amount
Balances with central banks 3,088 17,698
Unencumbered debtsecuritiesissued bysovereigns 38,020 50,326
Total 41,108 68,024
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37. Liquidity risk (continued)

B. Maturity profile

The table below summarises the maturity profile of
the Bank’sassets andliabilitiesat31 December 2019
based on contractual repaymentobligations.

L9 1to3 Otz 3 1to5 Over 5

£°000 -2019 than 1 months to 12 years years
month months

Assets
Balances with central banks 3,108 - - - - 3,108
Due from banks 58,202 9,608 14,008 3,783 - 85,601
Derivative financial instrument 254 - - - - 254
Loans andadvancesto customers 11,546 43,777 41,600 100,991 18,138 216,052
Financial Investments —FVOCI 455 15,513 23,599 58,388 33,934 131,889

Financial Investments - AC - - - - - -

Property and equipment - - - - 5,363 5,363
Goodwilland otherintangible

assets - - - - 11,182 11,182
Deferred taxassets - - - - 5,851 5,851
Otherassets 8,478 - - - - 8,478
Total Assets 82,043 68,898 79,207 163,162 74,468 467,778
Liabilities

Due to banks 24,012 791 238,347 263,150
Derivative financial instrument 33 33
Due to customers 95,488 1,286 96,774
Subordinated debt 180 15,051 15,231
Otherliabilities 11,574 - - - - 11,574
Total Liabilities 131,107 971 1,286 238,347 15,051 386,762
Net Assets/(Liabilities) (49,064) 67,927 77,921 (75,185) 59,417 81,016
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37. Liquidity risk (continued)

The table below summarises the maturity profile of
the Bank’sassets andliabilitiesat31 December 2018
based on contractual discounted re payment financial

obligations.
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Less 1to3 Over 3 1105 D
£°000 — 2018 than 1 months to 12 years )
month months >S5
Q
Assets >
(@]
Balances with central banks 17,698 - - - - 17,698 Q__)
Due from banks 85,660 32,665 30,751 8,321 - 157,397 ru_')i_
Derivative financial instrument 231 - - - - 231 9_J|_
D
Loans and advances to customers 31,405 23,220 25,828 115,213 15,930 211,596 3
Financial Investments AFS 120 226 43,279 70,054 - 113,678 g
Financial Investments HTM 189 151 342 17,571 30,291 48,545 &r
Property and equipment - - - - 426 426
Goodwilland otherintangible
assets - - - - 12,115 12,115
Deferred taxassets - - - 3,320 3,320 6,640
Otherassets 6,737 - - - - 6,737
Total Assets 142,040 56,262 100,200 214,479 62,082 575,063
Liabilities
Due to banks 101,163 43,105 - 223,363 - 367,631
Derivative financial instrument - - - - - -
Due to customers 106,504 376 2,351 - - 109,231
Subordinated debt - 382 - - 15,912 16,294
Otherliabilities 6,453 - - - - 6,453
Total Liabilities 214,120 43,863 2,351 223,363 15,912 499,609
Net Assets/(Liabilities) (72,080) 12,399 97,849 (8,884) 46,170 75,454




37. Liquidity risk (continued)

The table below summarises the splitofthe
statement of the financial position between current
and non-current assets and liabilities:

2019 2019 2018 2018
Lessthan  More than FUEesSthan More than
1 year 1 year 1 year 1 year

Assets
Cash andbalances with central banks 3,108 - 17,698 -
Due from banks 81,818 3,783 149,077 8,321
Derivative financial instruments 254 - 231 -
Loans andadvances to customers 96,923 119,129 80,453 131,143
Financial Investments —FVOCI 39,567 92,322 43,624 70,055
Financial Investments - AC - - 682 47,862
Property and equipment - 5,363 - 426
Goodwillandotherintangible assets - 11,182 - 12,115
Deferred taxassets - 5,851 664 5,976
Otherassets 8,478 - 6,737 -
Totalassets 230,148 237,630 299,166 275,898
Liabilities
Due to banks 24,803 238,347 134,871 223,363
Derivative financial instruments 33 - - -
Due to customers 96,774 - 118,629 -
Otherliabilities 11,574 6,441 11
Subordinated debt 180 15,051 382 15,912
Total liabilities 133,364 253,398 260,323 239,286
Net Assets/(Liabilities) 96,784 (15,768) 38,843 36,612

The above analysis shows the Bank has treated all
demand customer deposits as repayable immediately,
however long term business relationships means that
this is not the case in practice. The Bank has adequate
arrangementsto meetits liquidity requirements.

N

The majorityof the inter bankfundingis comprised of
a series of term deposits from the ultimate parent
Companywith staggered maturities.
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38. Market risk

Marketriskis definedastherisk of losseson financial
instruments arisingfrom changesinmarket factors.
The Bankiscurrentlyexposedto changesin interest
rate risk, foreignexchange raterisk and price risk.

Marketrisk maybe propagated byotherforms of
financial risk such as creditand market liquidityrisks,
prices potentiallymoving adverselyfora number of
reasons, includingcreditdowngradingof securities
held, general negative economicfactors,andreduced
liquidity. The keyspecifictypes of market risk
relevantto the Bank are:

Interestraterisk;

Foreign exchangerisk;and

0

Price risk on investmentsin debtsecurities.

The Bank’s control frameworkhas been designed
usinga risk-basedapproach i.e.to address the
business risks which have beenidentified as being the
mostrelevantto the Bankasaresultofthe type of
business undertaken andaccording to thewayits
operations have beenorganised.

The otherspecificmarket type risks are managed and
have the following potentialfinancial impacts as
follows:

A. Interest rate risk

Banking book: Interestrateriskistheriskto
earnings orcapital arising from movement of
interestrates. Itarises from differences between
the timing of rate changes andthe timing of cash
flows (re-pricing risk); from changing rate
relationships amongyield curves thataffect Bank
activities (basis risk); from changing rate
relationships across the spectrum of maturities
(yield curve risk); and, from interest-rate-related
options embeddedinBank products (option risk).
The evaluation of interest rate risk must consider
the impactof complex,illiquid, hedgingstrategies
or products, and alsothe potentialimpact on fee
income thatis sensitive to changesininterest
rates.

Trading book: The currentlow level of the trading
book meansthere is no significantinterestrate
risk atthistime.

£°000 - Gain / (Loss)in profit or loss

The total sensitivityof all assets and liabilities held has
been calculatedas follows:

Parallel shiftininterestrates -2%

164 (5,277)

Parallel shiftininterest rates +2%

(339) 5,899

=
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38. Market risk (continued)

B.Foreign exchange risk

Foreign exchangeriskisthe riskthatthe valueof a
financial instrument denominated in foreign currency
will fluctuate in domesticcurrencyterms due to
changesin exchangerates.

The bank policy’s is to monitor market exposures by
theriskteamona dailybasis.

£°000 - 2019

Netforeign currency exposures 14,795 (823) 516
Impactof5%increaseinforeigncurrency:GBP rate (740) 41 (26)
Impactof 5% decreaseinforeigncurrency: GBP rate 740 (41) 26

£Lonnn. dTN1Q Other

Currencies
Netforeign currency exposures 6,094 (2,545) 395
Impactof5%increaseinforeigncurrency: GBP rate (305) 127 (20)
Impactof5%decreaseinforeigncurrency:GBP rate 305 (127) 20

C. Price risk on investments in debt securities

The Bank holdsinvestmentsin debtsecurities, which
in accordance with International Financial Reporting
Standards are markedto marketthrough other
reserves. The unrealisedgains andlosses on these
bonds are monitored bythe Treasuryand Capital
Markets traders and reported to the TALCO
committee which makes decisions on whether ornot
to dispose of these assets. The policyis to holdassets
with a maximumresidual maturity of 7years andonly
in markets where the Bank hasexperienceinorderto
minimiserisk. A 1% price reductionwouldresultina
loss of approximately £-1,319k. Similarlya 1% price
rise wouldresultina gain of approximately £1,319k.
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39. Fair Value e Level 2:inputsotherthan quoted prices included
within Level 1thatare observable directly(i.e. as
prices) orindirectly (i.e. derived from prices). This
categoryincludesinstruments valued using: quoted
market pricesin active markets for similar
instruments; quoted prices foridentical orsimilar
instrumentsin markets consideredless than active;
or othervaluation techniques in which all
significantinputs aredirectlyorindirectly
observable from market data.

A. Fair Value Hierarchy

The fairvalueforfinancial instruments tradedinactive
markets atthe reporting dateis basedon theirquoted
marketprice ordealer price quotations (bid price for
long positions and offer price forshort positions),
withoutanydeductionfortransaction costs.

Forall otherfinancial instruments not listed inan
active market, the fairvalueis determined byusing
appropriate valuation techniques. Valuation
techniquesinclude net presentvalue, comparisonto
similarinstruments for which market observable * Level 3:inputsthatare unobservable. This

prices existand otherrelevantvaluation models. categoryincludesallinstruments for which
valuation techniqueincludesinputs not based on

observable dataand the unobservableinputs have
significant effect on the instruments valuation.

Derivatives are measuredat Level 2, where the fair
value is determined byapplicable market forward

rates.
The Bank uses the following hierarchyfordetermining The accountingpolicyfordetermining fairvaluesis
and disclosingthe fairvalue of financial instruments detailedon page4lunder “Fairvalue measurement
by valuation technique: and valuationprocess”.
¢ Level I:inputsthatare quoted market prices
(unadjusted) inactive markets foridentical No transfer of financial instruments between
instruments. categories occurred duringtheyear 2019.

Total fair
£°000 -2019 Level 1 Level 2 Level 3
values
Assets
Cash andbalances with central banks - 3,108 - 3,108

Amortised cost

Due from banks - 31,966 53,986 85,995

Loans and advances to customers - - 216,052 216,052

Fair value through profit &Loss

Derivative financial instrument - 254 - 254

Fair value through Other Comprehensive Income

Investment securities - FVOCI 131,889 - - 131,889
Amortised cost

Investment securities—Amort. Cost - - - -

Liabilities

Amortised cost

Deposits from banks - 20,924 242,226 263,150
Deposits from customers - - 96,774 96,774
Subordinated liabilities - 15,231 15,231

Fair value through profit &Loss

Derivative financial instrument P - 33 - 33
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39. Fair Value (continued)

Total fair
£°000 - 2018 Level 1 Level2 Level 3

values

Assets

Cash andbalances with central banks - 17,698 - 17,698

Amortised cost

Due from banks - 72,882 84,515 157,397

Loans andadvances to customers - - 211,596 211,596

Fair value through profit &Loss

Derivative financial instrument - 231 - 231

Fair value through Other Comprehensive Income
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Investment securities - FVOCI 113,678 - - 113,678

Amortised cost

Investmentsecurities—Amort. Cost 48,545 - - 48,545

Liabilities

Amortised cost

Deposits from banks - 79,707 287,924 367,631

Deposits from customers - - 109,231 109,231

Subordinated liabilities - 16,294 16,294

Fair value through profit &LLoss

Derivative financial instrument - - - -

(&




39. Fair Value (continued)

Derivative financial instruments andinvestmentin
debtsecuritiesatfairvalue. All otherfinancial assets
and financial liabilities are held at historicor
amortised cost.

In the opinionof managementthe value of these
assetsin the financial statements represents theirfair
value.

Assumptions and inputs usedinvaluation techniques
include risk-free and benchmark interest rates,
discountrate, bondand equityprices.
Valuationtechniquesinclude netpresentvalueand
discounted cash flowmodels, comparison withsimilar
instruments for which observable market price exist
and othervaluation models.

The objective of the valuation techniquesisto arrive
atafairvaluemeasurementthatreflects the price
thatwould bereceivedto sell the assetorpaidto
transferthe liabilityin anorderlytransaction between
market participantsatthe measurement date.

Where available, the fair value of loans and advances
is based onobservable market transactions. Where
markettransactions are notavailable, fairvalue is
based reasonable approximation of marketvalues. For
collateral-dependentimpairedloans, the fairvalueis
measuredbasedon the value of underlying collateral.
The carryingamount of deposits taken from financial
institutionsandnon-bank customers are basedon
reasonable approximation of market value.

B. Derivative financial instruments

The table below shows the fairvalues of derivative
financial instruments, togetherwiththeirnotional
amounts. The notional amount, recorded gross, is the
amountofa derivative’s underlying asset, reference
rate orindexand is the basisupon whichchangesin
the value of derivatives are measured.The notional
amountsindicate the volume of transactions
outstanding atthe reporting date and are indicative of
neitherthe marketrisknorthe credit risk.

Forthe valuation techniques used, please see above.

Fair value

£°000 22010 Fair value of ¢ Notional

- 0

' - assets O ) amount
liabilities

Forward foreign exchange 35 33 4,390

Foreign exchange swaps 219 - 76,564

Derivatives held fortrading 254 33 80,955

£°000 - 2018

Fair value of
assets

Fair value
of
liabilities

Notional
amount

Forward foreign exchange 8 - 16,529
Foreign exchange swaps 223 - 73,889
Derivatives held for trading 231 S 90,418

®
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40. Capital management

A.Approach

The Bank’s policyis to maintain a sufficient capital
baseto maintainstakeholders’ confidence and to
sustainthe future development of the business. The
impactofthe level of the capital on shareholders’
returnis alsoconsideredand the Bank recognises the
need to maintaina balance between the higher
returns that mightbe possible with greatergearing
and the advantages and securityafforded bya sound
capital position.

B. Regulatory capital

The Bankanditsindividuallyregulated operations
have notreportedanybreaches on externally
imposed regulatory capitalrequirements during the
yearand havebeenincompliance withthe regulatory
capital requirements throughout the year..

C. Monitoring

Management uses regulatory capital ratios to monitor
its capital base. The allocation of capital between
specificoperationand activitiesis, to a large extent,
driven byoptimisationof the returnachieved andthe
capital allocated. The amount of capital allocated to
each operation oractivityis based primarilyon
regulatorycapital requirements, butin some cases the
regulatoryrequirements do not fullyreflectthe
varying degree of riskassociated with different

!
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activities. Insuchcases, the capital requirements may
be flexedto reflect differing risk profiles, subject to the
overalllevel of capital to support a particular
operationoractivitynotfalling belowthe minimum
requiredforregulatory purposes. The process of
allocatingcapital to specificoperations and activitiesis
undertakenindependently of those responsible for the
operationbythe Creditand Risk Committeesand is
subjectto review bythe TALCO.

Although maximisation of the return on risk-adjusted
capitalistheprincipal basisusedin determining how
capitalisallocated within the Bank to particular
operations oractivities, itis notthe sole basis used for
decisionmaking. Accountis also taken of synergies
with otheroperations andactivities, the availability of
managementand otherresources, and the fit of the
activitywith the Bank’s long-term strategic objectives.
The Bank’s policies inrespect of capital management
and allocation are reviewed regularlybythe Board of
Directors.
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