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Chairman’s statement

David Suratgar

2020 was an unprecedented year for the World due to
the COVID-19 pandemic coupled with the protracted
affects of BREXIT negotiations which dragged on. The
resultant upheaval and effects across the UK and the
globe has had a detrimental effect on all aspects of life.
Yet BMCE managed to weather the storms and come
out relatively unscathed, | am please to be able to
report the Bank was able to achieve profitability.

Despite the challenges created by the COVID-19
pandemic and associated restrictions on movement and
the health and safety measure introduced by the
Government, the Bank managed to overcome this
significant challenge to its operations. The transition
from working from home rather than the office were
seamless. The underlying commercial impact on the
Bank was not as severe as we first anticipated, however
origination capability particularly in our Trade Finance
business and in particular transactions originated from
markets that were oil producing is where we saw most
of the impact.

Additionally, the Bank was acutely impacted for a period
of time by certain African country down grades which

also impacted our Capital Markets business during the
year,

Nevertheless, we saw a relatively quick rebound in the
latter months of 2020, which has provided for a solid
commercial footing for 2021.

The Bank continued to meet all of its Regulatory
obligations in terms of Capital and Liquidity during this
turbulent period.

The Financial Reporting Council (FRC) carried out a
review of the 2019 Audit performed by Mazar’s which

revealed some areas where improvement was required.

The Chairman of the Audit Committee took note of
these comments, particularly in relation to Expected
Credit Loss and communicated them to the new
auditors who performed the 2020 audit, and they took
account of the FRC review in their audit scope.

Finally, | would like to express, on behalf of the Board
my gratitude to all the staff at the Bank for their
dedication and agility in these unprecedented times. |
would also express my gratitude to the unwavering
support of our Shareholder, the Bank of Africa Group
and my Board colleagues.

On the 20th July 2021 , the banks board passed a
resolution to change the name from BMCE Bank
International United Kingdom Plc to Bank Of Africa
United Kingdom Plc



Chief Executive Officer’s review

Houssam El Hak Morssi Barakat

2020 was an unprecedented year and was extremely
challenging not only for the Bank but for the world as a
whole. The Covid-19 pandemic has had a significant
impact, to name just a few examples:

= Since mid-March, contingency work from home plans
were invoked resulting in most of the employees
working from home and this including Paris, Dubai and
Zurich offices.

" The business flow, mainly trade finance, have
significantly decreased

= Qur portfolio experienced a significant increase in
expected credit losses, principally as a result of
specific African country downgrades

Despite the difficult environment which led to a drop in
net operating income by 13% and increase in expected
credit losses, which almost doubled relative to pre-
pandemic levels, the Bank has been resilient and
managed to stay profitable.

More importantly, the Bank laid the foundations for
getting the best from 2021. The strategy put in place in
repositioning the customer at the heart of everything
helped to absorb the shock of the pandemic in 2020 and
provided for the bank to have strong commercial footing
at the start of 2021.

We continue to secure our foundations and resolve
legacy operational issues to unleash our full potential and
execute our strategic priorities.

We have also undertaken several actions on Governance
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and Firm’s Culture to strength our organisation. We have
also achieved to be one of the few banks where the
numbers of female and male senior managers are equal.

We have also, of course, still have much to do but as an
organization we have become more open to change and
nimble in our approach. A sustained and consistent
execution is paramount to improving our productivity,
streamlining our processes, controlling our operating
expenses, attract talent and ultimately improve our cost
of funds and our profitability.

Conclusion and outlook

We are making strides in improving the way we operate
and preparing our institution to achieve its target being a
full Commercial Investment Bank . There is still much to
be done and external conditions are likely to be more
challenging in the near-term considering: inflation,
market expectations of higher interest rates and the
Covid-19 pandemic which still comes with unpredictable
human and economic consequences.

The Covid-19 pandemic had a significant impact on our
forecast for 2021 in terms of Return on Equity target and
income growth.

As an institution, we are playing a key role and we
continue to support our core clients and finance
international trade during these volatile times. We also
support our employees and community as evidenced by
the latest financial contribution of circa USD 100 million
equivalent by our Parent company, BMCE Bank Group, to
assist the most vulnerable impacted by Covid-19.

Against this backdrop, our strength, our resilience
coupled by the opportunities post pandemic the Bank will
continue to thrive and meet its strategic objectives.



Strategic Report

The Directors present their Strategic Report for BANK
OF AFRICA United Kingdom plc (“the Bank” or "BoA
UK”, formerly known as BMCE Bank International UK
PLC) for the year ended 31 December 2020.

Our Strategic priorities and progress

o Organisation of governing bodies

The governance structure of the Bank remains
unchanged and is represented by the following
bodies:

* The Board of Directors consisting of six Non-
Executive Directors of which three are
independent Non-Executives and the Chief
Executive Officer, and others regularly attended
including the CFO, CRO, COO and the Head of
Internal Audit. The Board approves the overall
strategy and the broad guidelines of BoA UK.

* On 31 March 2021, Timothy George Plews was
appointed as an independent non-executive
director. On 1 June 2021, Mohammed Agoumi
resigned.

* The Risk Committee consists of two non-executive
Directors. The CRO has a standing invitation. Other
members of the Board, the Chief Executive Officer,
the Chief Financial Officer and the Head of Internal
Audit are invited. The Risk Committee monitors
and assesses the adequacy and effectiveness of
risk management policies and processes. It
monitors the full range of risks, financial and non-
financial, including credit, market, liquidity,
funding, capital, operational and regulatory risks.

*  The Audit Committee consists of two Non-
Executive Directors. The Head of Internal Audit has
a standing invitation. The Chairman of the Board,
the Chief Executive Officer, other members of the
Board, and Departmental Heads, example, the
CFO, the CRO, the Head of compliance are
regularly invited. The committee monitors the
adequacy and effectiveness of controls, processes,
governance, integrity of financial statements and
objectivity of internal and external auditors.

* The Remuneration Committee is headed by a non-
executive Director. According to best practices,
this committee is established to ensure that
remuneration arrangements support our business
strategic aims and enable the recruitment,
motivation and retention of senior executives,
whilst also complying with the requirements of
regulation.

* Other committees involved in the decision-making
processes of BoA UK are:

- Executive Committee
- Asset and Liability Committee

i
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o Credit Committee
- Compliance Committee

9 Post Brexit Plan
The United Kingdom finally withdrew from the

European Union on 31 January 2020 and entered an
Implementation Period which ended on 31 December
2020. As part of the contingency plans the Bank
applied and received a third country licence for its
Paris Branch.

9 Compliance Remediation Plan

BoA UK has successfully established an improved and

effective KYC process and revisited its new account
opening procedures.

9 Dubai & Zurich Licences

The Bank obtained a licence for the Dubai branch in
March 2020, while Zurich’s licence to convert to a
branch is still ongoing.

o Achievement of business objectives

Our long-term success relies on generating value
through:
Continuing sales-oriented efforts towards Africa.

Protecting our business with improved controls
and strong compliance & risk management
processes.

Commercial efforts: The Bank, due to the Covid-19
pandemic ceased all sponsorship and in person
attendance of meetings related to business in
Africa.

Group Synergies: Capitalising on the BMCE Bank of
Africa brand for the acquisition of new customers
and continually being a key player for creating
synergies within the BMCE Bank of Africa Group.
Several successful combined transactions with
other entities of the Group generated substantial
revenues at Group level. We are still developing
our network 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 "Buy Side" and "Sell Side".



Strategic Report (continued)

6 Achievement of business objectives

* Diversification: Emphasising the geographic and
sectoral diversification of our "Target Market”. BoA
UK diversified its sources of funding including 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. BoA UK Risk Appetite
remains unchanged, and we have kept strong risk
management practices with risk limits aligned to a
carefully considered business strategy.

* Focusing on continuous enhancement of our
system of governance and control to ensure that
we are operating in an efficient manner.

Directors’ Duties and Engagement with
Stakeholders - Section 172 Statement

The Directors present the statement describing how
they have complied with the matters set out in section
172 of Companies Act 2006 when performing their
duty to promote the success of the company. This
statement considers how the directors have managed
with and had regard to the interest of stakeholders.

The directors have acted in good faith to promote the
success of the company for the benefit of its
shareholders as a whole whilst having regard to the
following requirements:

e the likely consequences of any decision in the long
term;

e the interests of the company’s employees;

e the need to foster the company’s business
relationships with suppliers, customers and others;

e the impact of the company’s operations on the
community and the environment;

= the desirability of the company maintaining a
reputation for high standards of business conduct; and

» the need to act fairly as between members;

The directors also took into consideration the views
and interest of a wider stakeholders including
customers, employees, regulators and the broader
society. The following section summarises how the
Directors fulfil these duties.

Decision making in the Long term

The Board considers and discusses information from
across the organisation in order to help it understand
the impact of BoA UK operation and the interests and
views of our key stakeholders. It reviews strategy,

//: =
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financial and operational performance as well as
information covering areas such as key risks, legal and
regulatory compliance. The board gets this information
through reports sent in 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 duty
under section 172 of the Companies act.

Employees

Our people are at the heart of our business and BoA
UK behavior is aligned with the expectation of our
staff, In order for our business to thrive, the Bank
manages its people’s performance, develops talents
and maintains highest level of culture, engagement
and inclusiveness. The Bank regularly provides
employees with information on matters of concern to
them especially update on Covid-19 pandemic and the
support the Bank could offer where necessary. Also,
employees were provided resources to work remotely
in light of government restrictions and to safeguard
their health. The Bank is also an equal opportunities
employer and committed to equality and diversity.

Customers

The Bank adopts a relationship-based banking mode
with a team of highly experienced relationship
managers that interact with our customers regularly.
This underpins the fact that our customers are
considered as being at the center of everything we do.
As part of this customers were informed on the LIBOR
transition initiatives. Also, the Bank complies with
requirements of treating customers fairly as provided
by FCA, providing them with adequate information and
excellent service.

Business Relationship

The Bank business model is focused on maintaining a
strong and efficient client relationship. The Bank
equally values its suppliers and contractors and the
important role they play in delivering services to the
Bank. Also, in furtherance of the Bank’s outsourcing
and operational resilience guidelines, senior
management maintained regular engagement with key
strategic partners and suppliers to perform due
diligence and ensure that a good standard service
delivery is ensured, and report of these engagements
are reported to appropriate committees and the
board.

Also, in order to consolidate its position post Brexit,
the Bank has obtained a third country licence for its
Paris branch and has got a licence for its Dubai
representative office which has now been upgraded to
a branch while Zurich representative branch licence
application is in progress.



Strategic Report (continued)

Community and Environment

The Bank strategy is to always create positive change for
the people and communities it interacts with while
taking into consideration the impact of its action on the
environment. Despite the challenges posed by Covid-19,
the Bank still maintained good relationship with the
environment by acting responsibly, meeting all its
obligations.

Maintaining a reputation for high standards of
business conduct

BoA UK creates an environment of good culture, values
and high standard of good conduct. This has always
guided the Bank in managing its success and measures
the likely consequences of any decision in the long term
and on stakeholders.

Regulators

Members of the Board and senior management have
been meeting with FCA and PRA on regular basis during
the year 2020 especially in the wake of Covid-19
Pandemic. The Board has taken steps to make the Bank
comply with the Senior managers Regime. In addition,
the board provides regular report to the regulators on
the Bank'’s position and performance.

- \\\‘
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Economic overview

o African Environment

According to the World Bank Africa report, driven by the
economic fallout of the COVID-19 pandemic, growth in
Sub-Saharan Africa contracted by 2% in 2020, reflecting
a slower-than-expected spread of the virus and lower
COVID-19-related mortality in the region, strong
agricultural growth, and a faster-than-expected
recovery in commodity prices. However, the pandemic
has plunged the region into its first recession in 25
years with activity contracting by nearly 5% on a per
capita basis. In East and Southern Africa, the growth
contraction in 2020 is estimated at —3%, 0.9 percentage
point less than projected in October 2020, mostly driven
by South Africa and Angola—its two largest

economies. Growth in Western and Central Africa
contracted by 1.1% in 2020, less than projected in
October 2020 partly due to a less severe contraction in
Nigeria, the subregion’s largest economy, in the second
half of the year. Real gross domestic product in the
subregion is projected to grow by 2.1% in 2021 and
3.0% in 2022.

e International and Local Environment

According to the Organization for Economic Co-
operation and Development (OECD), the world economy
fell by - 6% due to the Covid-19 pandemic, compared to
a growth of 2.9% in 2019,

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 shrank by 9.9% in 2020
compared to a growth of 1.4% in 2019, driven by the
Covid-19 pandemic, as per the Office for National
Statistics (ONS). Nationwide lockdown measures
continued to weigh on activity.

Weaker global growth and Corona virus uncertainties
weighed on spending.

Climate Change

The Bank is aware of its sustainability and has been
analyzing how climate change will impact its business
and how its activities will impact the environment. The
Bank will continue to identify and assess its exposure to
risk from climate change and has put in place robust
governance and risk management processes to mitigate
its exposure to the emergence of climate change risk.

-,
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Risk Management Framework

BoA UK adopts the risk management model known as
the ‘three lines of defence’ governance model. This is
the model of risk management that allows the Board to
implement and control the decisions on strategy, risk
and capital.

This model allows BoA UK to implement effective risk
management and an embed risk culture.

The Board of Directors, through the Board Risk
Committee, has ultimate responsibility for risk
management. Together with the Risk Management
Function, Credit Committee, Large Exposures
Committee, Provisions Committee, ALCO, various risk
policies, Risk Appetite Statement, Enterprise Risk
Framework and various other governance documents
are an integral part of BoA UK'’s Risk management
framework.

BoA UK is committed to ensure that its risk
management framework is robust, up to date and in line
with best practice.

BoA UK periodically reviews its risk appetite and ensures
that it is in line with the current environment, the
strategy of BoA UK and budgets. This is provided in both
business as usual and stressed conditions.

BoA UK Lending portfolio continues to be well
diversified in terms of counterparty, business unit and
country risk. The below graph shows :

Total exposition per region

Others
10%

Europe
45%

Despite the diversity of the Bank’s portfolio, certain
sectors and regions have experienced some difficulties
that mainly resulted to the contraction of our
Commodity Finance portfolio.

However, BoA UK’s portfolio continued to perform well
in the four main business lines where it operates :

* Treasury & Capital Markets;

* Loan Solutions;

* Commodities Trade Finance; and
* Trade Finance.



Strategic Report (continued)

o Credit Risk

Credit risk is the current or prospective risk to
earnings or capital arising from an obligor’s failure to
meet the terms of a contract with BoA UK or its failure
to perform as agreed.

The credit risk includes counterparty risk, settlement
risk and concentration risk.

BoA UK 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 financial institutions and corporates from
its trade finance and treasury activities.

BoA UK 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 BoA UK.

BoA UK continues to act on the financial market,
providing solutions, products and services accordingly
with the defined risk appetite and within the
governance in place for approving any credit risk.

Credit risk is the main risk in BoA UK as shown here
below:

Capital Requirements
(Per Risk Type)

Operational

7%

Credit
65%

The lending portfolio of BoA UK increased significantly
during the last four years, whilst the non performing-
loans have managed to stay at a reasonable level.

BoA UK do not have significant open positions on
derivative products. The results coming from these
products are mainly due to commercial transactions.
BoA UK do only FX swaps or interest rate swaps. The
Capital requirement related to counterparty exposure
for these products is calculated based on the standard
approach and is not material.

iy
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9 Market Risk

Market risk covers the risks that arise from
fluctuations in the values of, or income from tradable
assets, in particular arising from changes in interest
rates, foreign currency exchange rates, and the
market prices of equities and commodities.

BoA UK is exposed to interest rate risk on its holdings
of treasury and corporate bonds portfolio and the risk
from trading foreign exchange.

The financial instruments (bond) portfolio is treated as
asset held at fair value through other comprehensive
Income (FVOCI) for the purpose of capital
calculations.

The fixed income portfolio represents 21% of the total
balance-sheet.

The Bank did not hold any bonds in the High Quality
Liquid Assets (HQLA) as at year end. Instead the Bank
held its cash reserves in a Banque de France account.

Minimal currency risk will arise from BoA UK’s fixed
income activity as the purchase of most securities
denominated in foreign currency will be funded on a
matched basis.

Currency risk will arise, however, from BoA UK’s
trading in vanilla foreign exchange (mainly spot and
forwards). BoA UK manages an open position within
its risk appetite.

Market risk in the banking book may arise from
corporate banking activities; all market risk arising
from this business will be passed to the trading book
for active management and will therefore attract the
additional capital requirements for interest rate and
foreign exchange risk set out above.

9 Operational Risk

Operational risk is the risk of loss resulting from
inadequate or failed internal processes, people and
systems, or from external events such as covid-19
which necessitated remote working. The Covid 19
induced remote working has elevated operational risk
as the system is exposed to cyber attacks while
processing of banking transactions is prone to posting
errors and or delays.

BoA UK currently uses the Basic Indicator
Approach(BIA) to calculate it’s Operational Risk
requirements. BoA UK continue to have a sound
reputation and to steer its operational risk carefully
and according to best practices.

BoA UK is dedicated to the management of
operational risks. The framework aims to:

* Minimise losses generated by operational risk;

* Improve control of operations where necessary;

° Put in place adequate performance measurement
and early warning signals; and

e Enhance operational risk awareness and culture.




Strategic Report (continued)

Liquidity Risk
Liquidity risk is the risk that a firm, although solvent,
either does not have available sufficient financial
resources to enable it to meet its obligations as they
fall due, or can secure such resources only at
excessive cost. The liquidity ratios of BoA UK has
continued to be above the regulatory requirement
and also above the internal constraint, showing a
comfortable liquidity position.

BoA UK monitors its liquidity very closely and within

the Risk Tolerance approved by the Board.

These internal limits are benchmarked against the
Individual Liquidity Guidance to ensure they are at

least as stringent.

Principal risks and uncertainities

The table below summarizes the principal risks and

uncertainties.

frican countries

low oil market.
Impact: Lower banking income

Asia and Middle East

ost Brexit

Description: Uncertainties about the impact
of Brexit
Impact: operational risk

Monitoring impacts of Brexit

0VID-19

L e Change
Description/Component/Impact Mitigation 2020/2019
lisks
rredit Risk Description:Non-investment grade direct Country/counterparty analysis, Credit
lending committee approval.
Component: Sub-Saharan area Some country limits like Angola, Zambia,
Impact: Losses in notional. Increase in credit Mali and Turkey were frozen together
risk due to rating down grades of key with new exposures to upstream energy
markets including Nigeria and Angola on the production. Some risk was transferred via
back of falling oil prices insurance
Aarket Risk Description:Interest rate hikes/Currency Stop Loss Limit in place and potential
volatility hedge with Interest rate swap and FX
Component: USD rates swaps. Active management of the fixed
Impact: Market losses (% of notional) due to income portfolio minimised adverse
falling bond prices impact.
.egulatory Heightened regulation/oversight — Driven by
Covid-19 and volatility in Eurobonds and
Mark to market position. Regulatory updates '
Component: Basel Il| and internal control. Effective internal ’ |
Impact: Regulatory breach of capital systems were able to manage the risk.
adequacy ratio due to negative impact of
MtM losses on Capital |
iquidity Description:Lon'g term assets not covered by Application and implementation of ILAA
wholesale funding s o i #
Component: Funding diversification (lnclividual Liquiidity. Adeuaty »
' : Assessment)
Impact: Reputational risk
.ompliance Description:AML/KYC (Anti-Money |
Laundering / Know Your Customer) related AML Officer, AML systems, AML policy
issues
Impact: Reputational risk
)perational Description: Remote Working:
Component: risk of miss-booking/errors in _ ;
corporate banking transactions/Cyber ~ -Aystem sacunty :mprfwements
. * Staff awareness training
aktacics/ System dowin times. * Restructuring of Back Office
Impact: accounting of BoA UK assets /Data
leaks/reputation damage
Incertainties
conomic Description: Lower growth in Africa a
ifficulties in Component: Bearish commodities market; Exploring new market opportunities in |

Risk of deterioration of the financial position
of counterparties and breach of credit

=
covenants . / N\

Reducing activities in Oil linked business
Vaccine roll out to reduce impact
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Strategic Report (continued)

6 Significant accounting judgements

The audit committee has considered the key areas of
estimation and judgement applied in the financial
statements as set out in note 3. The considerations
for the most significant areas for 2020 included:

Key area Action taken

IFRS 9 standards (business » The audit committee considered management’s key judgements used to establish the
models, probability of appropriate level of expected credit loss allowances on the Bank’s portfolio. The audit
default, loss given default, committee considered the range of estimates as disclosed in notes 35 — credit risk.
etc.)

Revenue recognition — Fee * The audit committee considered the nature of fees for loans to be recognised as an
income adjustment to the effective interest on loans and the output from the process for

monitoring effective interest rate adjustments.

Deferred Tax Asset = The audit committee considered the recoverability of deferred tax assets by reviewing
forecast profitability and considering the sensitivities to those forecasts on the period
to recover the deferred tax asset.

Estimating the incremental The Bank uses incremental borrowing rate (‘IBR’) to measure lease liabilities. The IBR
borrowing rate is the rate of interest that the Bank would have to pay to borrow over a similar term,
and with a similar security, the funds necessary to obtain an asset of a similar value to

the right-of-use asset in a similar economic environment

Impairment test of the » The audit committee considered the contribution of “Corporate & Investment

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

@ Post - Brexit

The Bank’s business model continues to focus on
doing business with Africa, European Economic Area
(EEA) restrictions on certain services should have a
limited impact in the Bank’s business plan.

The Paris branch has obtained a third country licence,
which allows the Bank to conduct business activities in
the EU.
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N
Al _Page 13

)

o

|



Strategic Report (continued)

Development and performance by business lines

for the year 2020

360

Profit/(Loss) on FX 1,092

Profit on bonds 4,508 7,403
Money Market 74 834
Treasury — Capital Market 5,674 8,597
Loan Solutions 6,821 6,456
Commodities & Trade Finance 3,000 2,716
Paris branch 3,468 3,097
Corporate Banking 13,289 12,269
Other income not allocated 71 978
Subordinated debt interest not allocated (325) (421)
Net operating income 18,709 21,424

Graphs below show the 5 years trend.

Treasury - Capital Market

Loan Solutions

Commaodities Trade Finance

Paris Branch

~ 0O
- 5

Treasury — Capital Market (TCM)
Revenue net of funding generated by TCM in 2020

decreased by 34% amidst of the Covid -19 pandemic.

This result was mainly driven by the bonds profits

Zurich and Dubai as well as our Sister Banks
namely Shanghai, Casablanca and Madrid. The aim
of the desk is to form strategic partnerships with
both existing and new clients in order to achieve

which fell by 39%.

Overall, TCM performance remains positive and
resilient with a strong £5.7M revenue.

Corporate Banking

Loan solutions — 2020 was a stellar year for Loan
solutions as it generated another record year for
income; 2020 income, despite the
lockdown/Covid-19, broke the £6.5M mark at
£6,821k compared to the previous record of GBP
6,456k in 2019. The team’s strategy to generate
more of its income via Fees also started to yield
positive results in 2020.

Commodities and Trade (CTF) CTF's 2020
performance was up by 10% to £3,000K (2019:
£2,715K). CTF will continue to have a dynamic and
diversified strategy in 2021 driven by the increase
in the portfolio. Trade Finance UK, particularly
grew its book by 53%. This was achieved by both
on-boarding new clients as well as deepening
existing relationships. We continue to rely on the
contributions of our representative offices in

&
1 it
VR

further growth in 2021.

Paris branch — Despite the specific context in 2020
and the strong competition, Paris branch
reinforced its contribution to BoA UK’s revenue
through the support of its Corporate & Financial
institutions Clients as part of its strategic Trade
Finance and Correspondent banking activities on
African markets.



Strategic Report (continued)

Income analysis

The net operating income decreased by 13% to
£18,709k. The decrease in net operating income
compared to the prior year resulted mainly from the
impact of Covid-19 outbreak to the level of provisions,
despite resilient overall performance in the banking
activities.

Net interest income grew by 8% to £17,968k (2019:
£16,669k).

The level of interest expenses went down by 52%.

Net fees and commissions remained negative net
result of £-80k (2019: £-485k) mainly driven by the
slowdown on commodities trade business.

Net trading income declined from £4,261k in 2019 to
£750k in 2020 mainly due to a fall of £4,005k on gains
on disposal, which was partially offset by gains on
foreign exchange.

Operating expenses remains flat in 2020 (compared to
2019 figures) at 16,853k. Operating expenses were
incurred primarily on Personnel expenses at £8,236k,
other operating expenses at £6,519k and depreciation
of property & equipment at £1,246k.

Personnel expenses increased significantly by 16.2%
to reach £8,236k (2019: £7,082k ). The Bank kept its
on-going commitment to invest in human capital
resources by strengthening teams and retaining
talented people.

Amortisation and depreciation rose by 33.6% (£2,098k
VS £1,570k in 2019) because of a full year
depreciation charge in 2020 on Property ,Plant and
Equipment and Right-of-use Assets additions
capitalised at the end of 2019.

The cost to income ratio increase from 76.7% in 2019
t0 90.1% in 2020.
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The increase in expected credit loss allowances rose
to reach £1,759k in 2020 mainly due to an increase in
provision of stage 1 assets which was partially offset
by an appreciation of stage 2 assets for £1,055k.

Profit before tax recorded a sharp drop of £3,785k
to £97k vs £3,882k in 2019.

Profit before tax — Evolution:
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Amid unfavourable market conditions and Brexit
uncertainties, the Bank remains profitable
and continues to recognise deferred tax assets in full.

Consequently, BANK OF AFRICA United Kingdom plc
recorded a net profit before taxation of £97k for the
year ended 31 December 2020 (2019: £3,882k).

25.00

20.00

15.00

10.00

5.00

0.00



Strategic Report (continued)

Balance sheet analysis

The total assets increased by 4.1% to £485,372k (2019
restated : £466,247k). Earning assets increased by
£18,251k to £455,197k (2019: £436,905k). Due from

adequacy ratio of 16.9% (2019: 17.4%) with a core tier
1 capital ratio of 13.7% (2019: 14.1 %). The capital
ratios remained in excess of regulatory requirements
as at the reporting date and demonstrated the robust
capital position of the BoA UK.

Risk weighted assets increased by 7.6% to £505,809k
(2019: £469,702k ).

banks increased by £52,491k to £138,092k (2019: £
85,601k); whereas loans to customers decreased by

£42,879k to £173,173k (2019: £216,052K). Solvency ratio Evolution:

17.4% 17.4%
Deposit liabilities increased by 4.9% to £375,972k
(2019: £358,475k). The increase was mainly from the 173% +—————
Group entities and deposits coming from corporate 17.2%
customers.
17.1% +——317.0% ——
Total shareholder’s equity increased by 0.9% to 17.0% o 16.9%
£81,755k (2019: £80,820k), which is broadly in line 16.9% win
with 2019. BoA UK continued to operate a profitable 16.8% | -
business model based on its funding and its good ’
quality assets portfolio held. 16.7% +—— g
16.6% -+ T —
2018 2019 2020

Capital management

. Definition

The Bank’s regulatory capital consists of the sum of
the following elements:

Liquidity and funding

BoA UK’s funding strategy continued to rely on
funding from the Group. However, the continuous
profitable performance recorded for the last 5 years
allowed BoA UK to diversify its source of funding
outside the ultimate parent company; with the
ultimate objective of diversification and reducing its
cost of funding. BoA UK continued to maintain a
reserve account with the Banque de France and to
hold high-quality, unencumbered liquid assets in line
with the regulatory buffer asset requirements. In

* Tier 1 capital (all qualifies as Common Equity Tier 1
(CET1) capital) - it includes ordinary share capital,
retained earnings, reserves and other
comprehensive income (OC) after adjustment for
deductions for goodwill and other regulatory
adjustments relating to items that are included in
equity but are treated differently for capital
adequacy purposes.

* Tier 2 capital - it includes qualifying subordinated

liabilities. addition, highly liguid money market instruments

were held to support liquidity requirements.

BoA UK is committed to meet strong levels of

Tier 1 Capital 69,581 regulatory requirements both LCR and NSFR.

Subordinated debt (principal) 15,853

Own funds 85,434

Required capital 68,942

Surplus capital 16,491

Risk weighted assets 505,809

Tier 1 capital ratio 13.76%

Solvency ratio 16.89%

As at 31 December 2020, BoA UK recorded a capital
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Strategic Report (continued)

Key performance indicator

Return on shareholders’ equity has declined to 1.86%
(2019: 3.65%).

Return on Equity (RoE): is profit after tax divided by
equity for the year. The decrease was primarily driven
by a reduction in net trading income and other
operating income, which was partially offset by an
increase in net interest income recorded in the year.

Return on Assets has declined to 0.37% (2019: 0.56%).

Return on Assets (RoA): is profit after tax divided by
average total assets for the year, the decrease was
due to a reduction in profitability, and an increase in
average assets mainly driven by increases in cash and
balances with central banks and due from banks,
which were partially offset by falls in Loans and
advances to customers and Financial investments —
FVOCI / AFS.

Liquidity Coverage Ratio (LCR): This represents the
ability of the Bank to maintain an adequate level of
unencumbered assets that can meet its liquidity needs
for a 30- day period under a severe stress. The Bank
maintained an LCR ratio of average of 179%
throughout the year, which is above the regulatory
requirement of 100%.

Capital Adequacy Ratio (CAR): is a measure of the
Bank’s total available capital to its risk weighted assets
(RWA). The RWA in 2020 were £36.1m higher than
prior year and total available capital also improved by
£4.4m to £85.4m leading to a reduction in CAR from
17.36% to 16.89%.

Signed on behalf of the Board

EAVAVR YT i
Ralph Sneddén
Chairman of the audit committee
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Chief Executive Officer and Director
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