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4.1. Financial risk management - cont'd

4.1.2. Risk Management Framework - cont’d
Credit risk

Credit risk is the risk that a customer or counterparty will default on their contractual
obligations resulting in financial loss to the Bank. The Bank’s main income generating
activity is lending to customers and therefore credit risk is a principal risk. Credit risk
mainly arises from loans and advances to customers and other banks (including
related commitments to lend such as loan or credit card facilities), investments in
debt securities and derivatives that are an asset position. The Bank considers all
elements of credit risk exposure such as counterparty default risk, geographical risk
and sector risk for risk management purposes.

Credit risk management
The Bank’s credit committee is responsible for managing the Bank’s credit risk by:

ensuring that the Bank has appropriate credit risk practices, including an effective
system of internal control, to consistently determine adequate allowances in
accordance with the Bank’s stated policies and procedures, IFRS and relevant
supervisory guidance.

identifying, assessing and measuring credit risk across the Bank, from an individual
instrument to a portfolio level.

creating credit policies to protect the Bank against the identified risks including the
requirements to obtain collateral from borrowers, to perform robust ongoing credit
assessment of borrowers and to continually monitor exposures against internal risk
limits.

Limiting concentrations of exposure by type of asset, counterparties, industry, credit
rating, geographic location etc.

Establishing a robust control framework regarding the authorisation structure for
the approval and renewal of credit facilities.

Developing and maintaining the Bank'’s risk grading to categorise exposures
according to the degree of risk of default. Risk grades are subject to regular reviews.

Developing and maintaining the Bank’s processes for measuring ECL including
monitoring of credit risk, incorporation of forward looking information and the
method used to measure ECL.

Ensuring that the Bank has policies and procedures in place to appropriately
maintain and validate models used to assess and measure ECL.~

Establishing a sound credit risk accounting assessment and measurement process
that provides it with a strong basis for common systems, tools and data to assess
credit risk and to account for ECL. Providing advice, guidance and specialist skills to
business units to promote best practice throughout the Bank in the management
of credit risk.

The internal audit function performs regular audits making sure that the established
controls and procedures are adequately designed and implemented.

Significant increase in credit risk

As explained in note 1 the Bank monitors all financial assets that are subject to
impairment requirements to assess whether there has been a significant increase
in credit risk since initial recognition. If there has been a significant increase in
credit risk the Bank will measure the loss allowance based on lifetime rather than
12-month ECL.
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4.1.2. Risk Management Framework - cont’d
Internal credit risk ratings

In order to minimize credit risk, the Bank has tasked its Credit Management
Committee to develop and maintain the Bank'’s credit risk grading to categories
exposures according to their degree of risk of default. The Bank’s credit risk grading
framework comprises ten categories. The credit rating information is based on a
range of data that is determined to be predictive of the risk of default and applying
experienced credit judgement. The nature of the exposure and type of borrower are
taken into account in the analysis. Credit risk grades are defined using qualitative
and quantitative factors that are indicative of risk of default.

The credit risk grades are designed and calibrated to reflect the risk of default as
credit risk deteriorates. As the credit risk increases the difference in risk of default
between grades also changes. Each exposure is allocated to a credit risk grade
at initial recognition, based on the available information about the counterparty.
All exposures are monitored and the credit risk grade is updated to reflect current
information. The monitoring procedures followed are both general and tailored to
the type of exposure. The following data are typically used to monitor the Bank's
exposures:

Payment record, including payment ratios and ageing analysis;
Extent of utilization of granted limit;

Forbearances (both requested and granted);

Changes in business, financial and economic conditions;
Credit rating information supplied by external rating agencies;

For private sector exposures: internally generated data of customer behaviour,
affordability metrics etc.; and

For public sector exposures: information obtained by periodic review of customer
files including audited financial statements review, market data such as prices
of credit default swaps (CDS) or quoted bonds where available, changes in the
financial sector the customer operates etc.

The Bank uses credit risk grades as a primary input into the determination of the
term structure of the PD for exposures. The Bank collects performance and default
information about its credit risk exposures analysed by jurisdiction or region and by
type of product and borrower as well as by credit risk grading. The information used
is both internal and external depending on the portfolio assessed. The table below
provides a mapping of the Bank’s internal credit risk grades to external ratings.

Bank’s credit risk grades Fitch rating Description

1 AAA Low to fair risk
2 AA+ to AA Low to fair risk
3 A+to A Low to fair risk
4 BBB+ to BBB Monitoring

5 BB+ to BB Monitoring

6 B+to B Monitoring

7 CCC+ Substandard

8 CCC Substandard

9 CC+to CC- Doubtful

10 C,D Impaired
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4.1.2. Risk Management Framework - cont’d
Significant increase in credit risk

The Bank analyses all data collected using statistical models and estimates the
remaining lifetime PD of exposures and how these are expected to change over
time. The factors taken into account in this process include macro-economic data
such as GDP growth, unemployment, benchmark interest rates and house prices.
The Bank generates a ‘base case’ scenario of the future direction of relevant
economic variables as well as a representative range of other possible forecast
scenarios. The Bank then uses these forecasts, which are probability-weighted, to
adjust its estimates of PDs

Incorporation of forward-looking information

The Bank uses forward-looking information that is available without undue cost
or effort in its assessment of significant increase of credit risk as well as in its
measurement of ECL (Refer to note 8 for measurement of ECL). The Bank employs
experts who use external and internal information to generate a ‘base case’ scenario
of future forecast of relevant economic variables along with a representative
range of other possible forecast scenarios. The external information used includes
economic data and forecasts published by governmental bodies and monetary
authorities.

The Bank applies probabilities to the forecast scenarios identified. The base case
scenario is the single most-likely outcome and consists of information used by the
Bank for strategic planning and budgeting. The Bank has identified and documented
key drivers of credit risk and credit losses for each portfolio of financial instruments
and, using a statistical analysis of historical data, has estimated relationships
between macro-economic variables and credit risk and credit losses. The Bank has
not made changes in the estimation techniques or significant assumptions made
during the reporting period.

Grouping of instruments for losses measured on a collective basis

For expected credit loss provisions modelled on a collective basis, a grouping of
exposures is performed on the basis of shared risk characteristics, such that risk
exposures within a group are homogeneous. In performing this grouping, there
must be sufficient information for the group to be statistically credible. The grouping
of financial instruments for assessment of credit loss provisions on a collective basis
is based on the industry sectors of the exposures. Stage 2 and Stage 3 loans are
however assessed individually.

Measurement of ECL
The key inputs used for measuring ECL are:

Probability of Default (PD);
Loss Given Default (LGD); and
Exposure at Default (EAD).

As explained above these figures are generadlly derived from internally developed
statistical models and other historical data and they are adjusted to reflect
probability-weighted forward-looking information. PD is an estimate of the likelihood
of default over a given time horizon. It is estimated as at a point in time.

The calculation is based on statistical rating models, and assessed using rating tools
tailored to the various categories of counterparties and exposures. These statistical
models are based on market data (where available), as well as internal data
comprising both quantitative and qualitative factors. PDs are estimated considering
the contractual maturities of exposures and estimated prepayment rates.
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4.1.2. Risk Management Framework - cont’d

The estimation is based on current conditions, adjusted to take into account
estimates of future conditions that will impact PD. LGD is an estimate of the loss
arising on default. It is based on the difference between the contractual cash flows
due, and those that the lender would expect to receive, taking into account cash
flows from any collateral.

The LGD models for secured assets consider forecasts of future collateral
valuation taking into account sale discounts, time to realisation of collateral, cross-
collateralisation and seniority of claim, cost of realisation of collateral and cure rates
(i.,e. exit from non-performing status). LGD models for unsecured assets consider
time of recovery, recovery rates and seniority of claims.

The calculation is on a discounted cash flow basis, where the cash flows are
discounted by the original EIR of the loan. EAD is an estimate of the exposure at a
future default date, taking into account expected changes in the exposure after
the reporting date, including repayments of principal and interest, and expected
drawdowns on committed facilities.

The Bank’s modelling approach for EAD reflects expected changes in the balance
outstanding over the lifetime of the loan exposure that are permitted by the current
contractual terms, such as amortisation profiles, early repayment or overpayment,
changes in utilisation of undrawn commitments and credit mitigation actions taken
before default.

The Bank uses EAD models that reflect the characteristics of the portfolios. The Bank
measures ECL considering the risk of default over the maximum contractual period
(including extension options) over which the entity is exposed to credit risk and not
alonger period, even if contract extension or renewal is common business practice.
However, for financial instruments such as revolving credit facilities that include
both a loan and an undrawn commitment component, the Bank’s contractual
ability to demand repayment and cancel the undrawn commitment does not limit
the Bank’s exposure to credit losses to the contractual notice period.

For such financial instruments the Bank measures ECL over the period that it is
exposed to credit risk and ECL would not be mitigated by credit risk management
actions, even if that period extends beyond the maximum contractual period. These
financial instruments do not have a fixed term or repayment structure and have a
short contractual cancellation period.

However, the Bank does not enforce in the normal day-to-day management the
contractual right to cancel these financial instruments. This is because these
financial instruments are managed on a collective basis and are cancelled only
when the Bank becomes aware of an increase in credit risk at the facility level. This
longer period is estimated taking into account the credit risk management actions
that the Bank expects to take to mitigate ECL, e.g. reduction in limits or cancellation
of the loan commitment.

4.1.3. Risk limit control and mitigation policies

The Bank manages, limits and controls concentrations of credit risk wherever
they are identified - in particular, to individual counterparties and banks, and to
industries and countries.

The Bank structures the levels of credit risk it undertakes by placing limits on the
amount of risk accepted in relation to one borrower, or banks of borrowers, and to
geographical and industry segments. Such risks are monitored on a revolving basis
and subject to an annual or more frequent review, when considered necessary.
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4.1. Financial risk management - cont'd

4.1.3.

Risk limit control and mitigation policies - cont’d

Limits on the level of credit risk by product and industry sector are approved
quarterly by the Board of Directors.

The exposure to any one borrower including banks and brokers is further restricted
by sub-limits covering on- and off-balance sheet exposures, and daily delivery risk
limits in relation to trading items such as forward foreign exchange contracts. Actual
exposures against limits are monitored daily.

Lending limits are reviewed in the light of changing market and economic conditions
and periodic credit reviews and assessments of probability of default.

Some other specific control and mitigation measures are outlined below:

(a) Collateral

The Bank employs a range of policies and practices to mitigate credit risk. The most
traditional of these is the taking of security for funds advanced, which is common
practice. The Bank implements guidelines on the acceptability of specific classes
of collateral or credit risk mitigation. The principal collateral types for loans and
advances are:

* Mortgages over residential properties.

 Charges over business assets such as premises, inventory and accounts
receivable.

* Charges over financial instruments such as debt securities and equiities.

Collateral held as security for financial assets other than loans and advances
depends on the nature of the instrument. Longerterm finance and lending to
corporate entities are generally secured; revolving individual credit facilities are
generadlly unsecured. In addition, in order to minimise the credit loss the Bank will
seek additional collateral from the counterparty as soon as impairment indicators
are identified for the relevant individual loans and advances.

(b) Financial covenants (for credit related commitments and loan books)

The primary purpose of these instruments is to ensure that funds are available to
a customer as required. Guarantees and standby letters of credit carry the same
credit risk as loans. Documentary and commercial letters of credit - which are
written undertakings by the Bank on behalf of a customer authorising a third party
to draw drafts on the Bank up to a stipulated amount under specific terms and
conditions - are collateralised by the underlying shipments of goods to which they
relate and therefore carry less risk than a direct loan.

Commitments to extend credit represent unused portions of authorisations to
extend credit in the form of loans, guarantees or letters of credit. With respect to
credit risk on commitments to extend credit, the Bank is potentially exposed to loss
in an amount equal to the total unused commitments. However, the likely amount
of loss is less than the total unused commitments, as most commitments to extend
credit are contingent upon customers maintaining specific credit standards (often
referred to as financial covenants).

The Bank monitors the term to maturity of credit commitments because longer-
term commitments generally have greater degrees of credit risk than shorterterm
commitments.
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4.1.4. Maximum exposure to credit risk before collateral held or other credit
enhancements
The Bank’s maximum exposure to credit risk is represented by the gross carrying
amounts of the financial assets with the exception of financial and other guarantees
issued by the Bank for which the maximum exposure to credit risk is represented
by the maximum amount the Bank would have to pay if the guarantees are called
on. The financial assets are categorised by the industry sectors of the Bank’s
counterparties.
Loans and advances to customers form 74.26% of the total maximum exposure; 20%
represent investments in short term advances. 6% represent balances with banks,
placements and other assets.
The following table breaks down the Bank’s credit exposure at carrying amounts
(without taking into account any collateral held or other credit support), as
categorised by the industry sectors of the Bank’s counterparties.
On balance sheet
Lg:c:n‘::':: Cash and short Placement
At 31 December 2019 to balances term with other Total
with Banks funds banks
customers

UA UA UA UA UA
Transport & 175,573,069 - - - 175,573,069
infrastructures
Energy 150,426,793 = = - 150,426,793
Finance 83,992,233 13,796,492 = = 97,788,725
industry, Minesand 14 794,787 : : - 44,794,787
Career
Hotel and Tourism 61,700,886 = = = 61,700,886
Communications and 35,532 453 i ) . 35532453
Technology
Total 552,020,221 13,796,492 > - 565,816,713
Allowance for credit 5, 286,826) - - - (21,286,826)
losses
Net carrying amount 530,733,395 13,796,492 3 - 544,529,887

4.1.5. Credit Quality

The Bank manages the credit quality of its financial assets using internal credit
ratings. Itis the Bank’s policy to maintain accurate and consistent risk ratings across
the credit portfolio. This facilitates focused management of the applicable risks and
the comparison of credit exposures across all lines of business, geographic regions
and products. The rating system is supported by a variety of financial analytics,
combined with processed market information to provide the main inputs for
the measurement of counterparty risk. All internal risk ratings are tailored to the
various categories and are derived in accordance with the Bank’s rating policy. The
attributable risk ratings are assessed and updated regularly.

The credit quality of the Bank’s loans and advances are categorized as follows:

Stage 1 Loans and Advances

These are loans and advances that have not deteriorated significantly in credit
quality since initial recognition, or that have low credit risk (where the optional
simplification is applied) at the reporting date. They are considered "performing”
credits and are rated 1 in the Bank’s internal credit risk grading system.
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4.1.5. Credit Quality - cont'd
Stage 2 Loans and Advances

These are loans and advances that have deteriorated significantly in credit quality
since initial recognition but do not have objective evidence of a credit loss event.
These are considered “"the Watch List Credit” in the Bank’s internal credit risk grading
system and are rated 2.

Stage 3 Loans and Advances

These are loans and advances that have objective evidence of a credit loss event.
Stage 3 allocation is driven by either the identification of credit impairment or an
exposure being classified as defaulted. These loans are considered “non performing”
in the Bank’s internal credit risk grading system and are rated 3 or 4.

Stage 3 Loans and Advances - cont’'d
All loans and advances are categorized as follows in the comparative period:

Neither past due nor impaired

These are loans and securities where contractual interest or principal payments are
not past due.

Past due but not impaired

Loans and securities where contractual interest or principal payments are past due
but the Bank believes that impairment is not appropriate on the basis of the level
of security / collateral available and / or the stage of collection of amounts owed to
the Bank.

Impaired loans and securities

Impaired loans and securities are loans and securities for which the Bank determines
that it is probable that it will be unable to collect all principal and interest due
according to the contractual terms of the loan / securities agreement(s). These are
loans and securities specifically impaired.

Loans with renegotiated terms

The contractual terms of a loan may be modified for a number of reasons including
changing market conditions, customer retention and other factors not related to
a current or potential credit deterioration of the customer. The Bank renegotiates
loans to customers to maximise collection opportunities and minimise the risk
of default. The revised terms of renegotiated facilities usually include extended
maturity, changing timing of interest payments and amendments to the terms of
the loan agreement. There are no loans or other financial assets with renegotiated
terms as at 31 December 2019 (December 2018: nil).

Impairment assessment under IFRS 9

The Bank assesses its impairment for the purpose of IFRS reporting using the
‘forward-looking’ Expected Credit Loss (ECL) model in line with provisions of IFRS 9 -
Financial Instruments.

The Bank records an allowance for expected losses for all loans and other debt
financial assets not held at FVPL, together with loan commitments and financial
guarantee contracts. The allowance is based on the expected credit losses
associated with the probability of default in the next twelve months unless there
has been a significant increase in credit risk since origination, in which case, the
allowance is based on the probability of default over the life of the asset.

The measurement of expected credit losses is based on the product of the
instrument’s probability of default (PD), loss given default (LGD), and exposure at
default (EAD), discounted to the reporting date using the effective interest rate.
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4.1.5. Credit Quality - cont'd
Impairment assessment under IFRS 9 - cont’d

The ECL model has three stages. The Bank recognises a 12-month expected loss
allowance on initial recognition (stage 1) and a lifetime expected loss allowance
when there has been a significant increase in credit risk since initial recognition
(stage 2). Stage 3 requires objective evidence that an asset is creditimpaired and
then a lifetime expected loss allowance is recognised.

Write-off policy

The Bank writes off a loan / security balance (and any related allowances for
impairment losses) when the CreditDepartment determines that the loans are
uncollectible. This determination is reached after considering information such as
the occurrence of significant changes in the borrower’s financial position such that
the borrower can no longer pay the obligation, or that proceeds from collateral will
not be sufficient to pay back the entire exposure.

Credit Risk Exposure

An analysis of the Bank’s credit risk exposure per class of financial asset, internal
rating and “stage” without taking into account the effects of any collateral or
other credit enhancements is provided in the following tables. Unless specifically
indicated, for financial assets, the amounts in the table represent gross carrying
amounts. For loan commitments and financial guarantee contracts, the amounts in
the table represent the amounts committed or guaranteed, respectively.

Loans and advances to Stage 1 Stage 2 Stage 3 Total
customers at amortised cost
31-Dec-19 122-month  Lifetime ECL Lifetime ECL Purchased
ECL credit-
impaired
Grades 1-3: Low to fair risk 484,091,384 = = - 484,091,384
Grades 4-5: Monitoring = 23,992,682 = - 23,992,682
Grades 6-8 : Substandard = = = = =
Grade 9 : Doubtful = = = = =
Grades 9-10 : Impaired - - 43,936,155 - 43,936,155
Gross carrying amount 23,992, 682 43, 936, 155 - 552,020,221
484,091,384
Loss allowance = = (21,286,826 - (21,286,826)
Carrying amount 484,091,384 23,992, 682 22,649,329 - 530,733,395
Placement with other banks Stage 1 Stage 2 Stage 3 Total
31 December 2019 12-month  Lifetime ECL Lifetime ECL Purchased
ECL credit-
impaired
Grades 1-3: Low to fair risk 13,796,492 = = = 13,796,492
Grades 4-5: Monitoring = = = = =
Grades 6-8 : Substandard = = = = =
Grade 9 : Doubtful = = = = =
Grades 9-10 : Impaired = = = = =
Gross carrying amount 13,796,492 = = - 13,796,492
Loss allowance = = = = =
Carrying amount 13,796,492 = = - 13,796,492
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4.1.5. Credit Quality - cont'd
Credit Risk Exposure - cont’'d

At 31 December 2019 cul;::?:etrz
UA
Neither past due nor impaired 484,091,384
Past due but not impaired 23,992,682
Impaired 43,936,156
Gross amounts 552,020,221
Less impairment:
Collective (21,286,826)
Net amounts 530,733,395

Loss allowance

The loss allowance recognised in the period is impacted by a variety of factors, as
described below:

Transfers between Stage 1 and Stages 2 or 3 due to financial instruments
experiencing significant increases (or decreases) of credit risk or becoming credit-
impaired in the period, and the consequent “step up” (or “step down") between
12-month and lifetime ECL;

Additional allowances for new financial instruments recognised during the period
as well as releases for financial instruments derecognised during the period;

Impact on the measurement of ECL due to changes in PD’s, EAD’s and LGD's in
the period, arising from regular refreshing of inputs to models;

Impacts on the measurement of ECL due to changes made to models and
assumptions;

Discount unwind within ECL due to passage of time, as ECL is measured on a
present value basis;

Foreign exchange translations for assets denominated in foreign currencies and
other movements; and

Financial assets derecognized during the period and write-offs of allowances
related to assets that were written off during the period.
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4.1.5. Credit Quality - cont'd
Loss allowance - cont’'d

The tables below analyse the movement of the loss allowance during the year per
class of assets.

Loss allowance - loans and advances to customers at amortized cost
Stage 1 Stage 2 Stage 3 Total

Purchased
Lifetime ECL credit-
impaired

12-month Lifetime
ECL ECL

Loss allowance as at 1

(1,148,998) (2,686,957) (58,697,075) - (62,533,030)
January 2019

Movements with P&L
impact:
Transfers:

Transfers from Stage 1to
Stage 2

Transfers from Stage 1to
Stage 3

Transfers from Stage 2 to
Stage 1

Increases/(decreases) due

) o 1,148, 998 2, 686, 957 37,410,249 = 41,246,204
to change in credit risk

Additional allowance
for new financial assets
originated

Release of allowance
for financial assets
derecognised
Changes in model
assumptions and
methodologies
Foreign exchange and
other movements

Total net P&L charge = - (21,286, 826) - (21,286,826)

Loss allowance at 31
December 2019

(21,286,826)

Significant changes in the gross carrying amount of financial assets that contributed
to the changes in the loss allowance are as follows:

* The structured paydown of a significant portion of stage 1loans and advances
to customers which resulted in a decrease in the gross loan book and the loss
allowance on stage 1 loans and advances.

More information about the significant changes in the gross carrying amount of
financial assets during the period that contributed to changes in the loss allowance,
is provided at the table below:
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4.1.5. Credit Quality - cont'd
Gross carrying amount - Loans and advances to customers at amortised cost

Stage 1 Stage 2 Stage 3 Total
12-month Lifetime Lifetime
ECL ECL ECL poci

Loss allowance as at 31
December 2017 i i i | GuERA)
Transition adjustment = = = = (411,779)
Loss allowance as at 1
January 2018 SR
Changes in the gross carrying ) ) i ) i
amount

Transfer to stage 1 - - S = -
Transfer to stage 2 - - = o -
Transfer to stage 3 - - - = -

Increases/(decreases) due to
change in credit risk 609,930

New financial assets
originated or purchased

806,902 1,148,998 = 2,565,830

Financial assets that have
been derecognized

Write off = = s = =
Other changes = = s = =

Loss allowance as at 31
December 2018

Gross carrying amount as at
31 December 2018

609,930 806,902 1,148,998 62,533,030

320,841,781 162,244,969 87,661,707 - 570,748,457

320,231,851 161,438,067 86,512,709 - 508,215,427

Credit Collateral

The Bank holds collateral against loans and advances to customers in the form of
cash, treasury bills/certificates, stock and shares of reputable quoted companies,
legal mortgages, debentures and guarantees. Estimates of fair value are based on
the value of collateral assessed at the time of borrowing, and updated periodically.

Collateral generally is not held over placements with other Banks, except when
securities are held as part of reverse repurchase and securities borrowing activity.
Collateral is usually also not held against investment securities.

Other collateral are mainly domiciliation of payments (sales, invoices, salaries,
allowances and terminal benefits), lien on shipping documents, corporate
guarantees and similar collaterals.

Other financial assets comprising cash and bank balances (including balances with
the central bank), investment securities and accounts receivable are not secured.
The Bank'’s investment in government securities as well as balances held with other
Banks are not considered to require collaterals given their sovereign nature.

(i) Liquidity Risk
The Bank defines liquidity risk as the risk that the Bank will encounter difficulty

in meeting obligations associated with its financial liabilities that are settled by
delivering cash or another financial asset.
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4.1.5. Credit Quality - cont'd
It is the policy of the Bank to maintain adequate liquidity at all times, and for all
currencies. Hence the Bank aims to be in a position to meet all obligations, to repay

depositors, to fulfil commitments to lend and to meet any other commitments.

A substantial portion of the Bank'’s assets are funded by Member States contributions
and debentures/ borrowings issued by the banks. These are widely diversified by
type and maturity, and they represent a stable source of funds. Lending is normally
funded by liabilities in the same currency.

An analysis of various maturities of the Bank’s assets and liabilities is provided below.

Maturities of assets and liabilities

Over 12 December
3-6 months 6-12 months Months 2019
Assets UA UA UA UA
Cash and bank balances 13,796,492 = = 13,796,492
Financial assets measured at
amortised cost - - 90,832,305 90,832,305
Equity investment 3 = 34,786,111 34,786,111
Loans and advances : - 530,733,395 530,733,395
Contribution to managed funds = 9,068,370 9,068,370
Inter-institutional accounts assets o = 62 62
Other assets s 3,845,531 = 3,845,531
Property plant and equipment o = 28,853,589 28,853,589
Total assets 13,796,492 12,913,901 685,205,462 711,915,855
Liabilities
Creditors and accrual s 5,954,086 = 5,954,086
Defined benefit obligation s = 9,319,935 9,319,935
Borrowings o - 377,615,682 377,615,682
Managed funds o = 19,835,628 19,835,628
Inter-institutional accounts liabilities o = 2,940,400 2,940,400
Total liabilities - 5,954,086 408,549,429 415,665,731
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4.1.5. Credit Quality - cont'd

4.1. Financial risk management - cont'd

An analysis of various categories of the Bank’s financial assets and financial liabilities is

provided below.

3-6 months  6-12 months Over 12 December
Months 2018

Assets UA UA UA UA
Cash and bank balances 10,486,335 = = 10,486,335
Financial assets measured at = = 52,355,702 52,355,702
amortised cost
Equity investment = = 32,753,951 32,753,951
Loans and advances = = 508,215,427 508,215,427
Contribution to managed funds = 9,068,370 9,068,370
Inter-institutional accounts assets s = 488,755 488,755
Other assets = 5,986,669 = 5,986,669
Property plant and equipment = = 28,223,548 28,223,548
Total assets 10,486,335 15,055,039 622,037,383 647,578,757
Liabilities
Creditors and accrual = 7,790,791 - 7,790,791
Defined benefit obligation : = 9,968,285 9,968,285
Borrowings = - 333,139,245 333,139,245
Managed funds = = 14,614,322 14,614,322
Inter-institutional accounts = = 116,918 116,918
liabilities
Total liabilities = 7,790,791 357,838,770 365,629,561

Categories of financial assets and financial liabilities

Fair Value Amortized Fair Value Total Total Fair
through Cost through Other Carrying value
Profit or Comprehensive Amount
Loss income

Assets UA UA UA UA UA
Cash and bank - 13,796,492 = 13,796,492 13,796,492
balances
Financial assets at - 90,832,305 - 90,832,305 90,832,305
amortised cost
Equity investment 3,587,182 o 31,198,929 34,786,111 34,786,111
Loans and advances - 530,733,395 = 530,733,395 530,733,395
Contribution to - 9,068,370 9,068,370 9,068,370
managed funds 0
Total assets 3,587,182 635,362,192 40,267,299 679,216,673 679,216,673
Liabilities
Creditors and = 5,954,086 = 5,954,086 5,954,086
accrual
Borrowings - 377,615,682 - 377,615,682 377,615,682
Managed funds - 19,835,628 c 19,835,628 19,835,628
Total liabilities - 403,405,396 - 403,405,396 403,405,396
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4.1. Financial risk management - cont'd

4.1.5. Credit Quality - cont'd

Fair Value Fair Value
through through Other Total
Profitor Amortized Comprehensive Carrying Total Fair
Loss Cost income Amount value

Assets UA UA UA UA UA
Cash and bank
balances 10,486,335 10,486,335 10,486,335
Financial assets at
amortised cost 52,355,702 52,355,702 52,355,702
Equity investment 7,495,298 25,258,653 32,753,951 32,753,951
Loans and advances 508,215,427 508,215,427 508,215,427
Contribution to
managed funds 9,068,370 9,068,370 9,068,370
Total assets 7,495,298 571,057,464 34,327,023 612,879,785 612,879,785
Liabilities
Creditors and
accrual 8,003,943 8,003,943 8,003,943
Borrowings 333,139,245 333,139,245 333,139,245
Managed funds 14,614,322 14,614,322 14,614,322
Total liabilities 355,757,510 355,757,510 355,757,510

The Bank discloses the contractual expiry by maturity of the Bank’s contingent
liabilities and commitments. Each undrawn loan commitment is included in the
time band containing the earliest date it can be drawn down. However, there was
no financial guarantees and letters of credit as at 31 December 2019 (2018: Nil)

(iii) Market Risks

Management of Market Risk

The Bank recognises market risk as the exposure created by potential changes in
market prices and rates, such as interest rates, equity prices and foreign exchange
rates. The Bank is exposed to market risk arising principally from customer driven
transactions.

Market risk is governed by the Bank’s Department of Risk Analysis (DRA) which is
supervised by ALCO, and which agrees with policies, procedures and levels of risk
appetite in terms of Value at Risk (“VaR"). The DRA provides market risk oversight and
guidance on policy setting. Policies cover both the trading and non-trading books of
the Bank. The non-trading book is defined as the Banking Book. Limits are proposed
by the businesses within the terms of agreed policy.

The DRA also approves the limits within delegated authorities and monitors
exposures against these limits. Additional limits are placed on specific instruments
and currency concentrations where appropriate. Sensitivity measures are used in
addition to VaR as risk management tools.
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4.1. Financial risk management - cont'd

4.1.5. Credit Quality - cont'd
VaR models are back tested against actual results to ensure pre-determined levels
of accuracy are maintained. The Bank’s DRA complements the VaR measurement
by regularly stress-testing Market Risk exposures to highlight potential risks that
may arise from extreme market events that are rare but plausible. Stress-testing
is an integral part of the Market Risk Management framework and considers both
historical market events and forward looking scenarios. Ad hoc scenarios are
also prepared reflecting specific market conditions. A consistent stress-testing
methodology is applied to trading and non-trading books.
Stress scenarios are regularly updated to reflect changes in risk profile and
economic events. The DRA has responsibility for reviewing stress exposures and,
where necessary, enforcing reductions in overall market risk exposure. It also
considers stress-testing results as part of its supervision of risk appetite. The stress-
testing methodology assumes that management action would be limited during a
stress event, reflecting the decrease in liquidity that often occurs. Contingency plans
are in place and can be relied on in place of any liquidity crisis. The Bank also has
a Liquidity Crisis Management Committee which also monitors the application of its
policies.
Foreign Exchange Exposure
The Bank’s foreign exchange exposures comprise trading and non-trading foreign
currency translation exposures. Foreign exchange exposures dare principally
derived from transactions. Concentration of UA’s equivalence of foreign currency
denominated assets and liabilities and off-statement of financial position items are
disclosed below:
uUsD GBP EURO CFA Others 2019
Assets UA UA UA UA UA UA
Cash and bank 9,656,900 431 714,612 3245032 179,517 13,796,492
balances
Financial assets at 37,116,534 713,895 - 53,001,876 - 90,832,305
amortised cost
Equity investment 20,997,357 = 688,575 13,100,179 = 34,786,111
Loans and advances 278,985,789 - 37,565,172 214,182,434 - 530,733,395
contribution to 8,507,861 - 560,509 - - 9,068,370
managed funds
Inter institutional 62 ) . . . 62
account
Total assets 355,264,503 714,326 39,528,868 283,529,521 179,517 679,216,735
Liabilities
Creditors and accrual 2,382,057 11,155 2,143,160 1,423,055 (5,341 5,954,086
Borrowings 254,224,824 - 20,544,066 102,846,792 - 377,615,682
Managed funds (7,795,766) 1,567,228 4,754,919 21,210,184 99,063 19,835,628
Inter-institutional 1,279,731 1,263,002 (26,136) 423,803 - 2,940,400
accounts liabilities
Total liabilities 250,090,846 2,841,385 27,416,009 125,903,834 93,722 406,345,796
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4.1. Financial risk management - cont'd

4.1.5. Credit Quality - cont'd

USsD GBP EURO CFA  Others 2018
Assets UA UA UA UA UA UA
Cash and bank 8,675,723 514 60,527 1568937 180,634 10,486,335
balances
Financial assets at 30,270,576 679,529 10,733,764 10,671,833 - 52,355,702
amortised cost
Equity investment 17,368,719 - 808,036 1,522,813 3,054,383  32,753,95|
Loans and advances 292,187,526 - 48,245,822 167,782,079 - 508,215,427
contribution to 8,507,861 - 560,509 - - 9,068,370
managed funds
Inter institutional
e 1,560,398 (15253150  (399,798) 504,944 258,526 488,755
Total assets 358,570,803 (845,272) 60,008,860 192,140,606 3,493,543 613,368,540
Ligbilities
Creditors and accrual - - - 8,003,942 - 8,003,942
Borrowings 248,371,231 - 29,648,175 55,119,839 - 333,139,245
Managed funds 7764128 (1507,658)  (5,861,779) 14,118,802 100,829 14,614,322
interinstitutiondl 122,126 - 233526 21,394 - 377,046
accounts liabilities
Total liabilities 256,257,485 1,507,658 24,019,922 77,263,977 100,829 356,134,555

Interest rate exposure

The principal risk to which non-trading portfolios are exposed is the risk of loss from
fluctuations in the future cash flows or fair values of financial instrument because of a
change in market interest rates. Interest rate risk is managed principally through monitoring
interest rate gaps and by having pre-approved limits for repricing bands. ALCO is the
monitoring body for compliance with these limits and is assisted by the Bank’s DRA in its
day-to-day monitoring activities.

The management of interest rate risk against interest rate gap limits is supplemented by
monitoring the sensitivity of the Bank’s financial assets and liabilities to various standard
and non-standard interest rate scenarios. Standard scenarios that are considered on a
monthly basis include a 100 basis point (bp) parallel fall or rise in market interest rates.

A change of a 100 basis points in interest rates at the reporting date would have impacted
equity and profit or loss by the amounts shown below:

2019 100 b p 100 b p
Increase Decrease

UA UA

Interest income impact 293,995 (293,995)
Interest expense impact (135,258) 135,258
Net impact 158,738 (158,738)
2018 100 b p 100 b p
Increase Decrease

UA UA

Interest income impact 1,294,282 1,048,530
INnterest expense impact (1,506,732) (344,388)
Net impact (212,450) 704,142
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5. Capital Management

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

Tier 1 capital, which includes Member States capital contribution, other stakeholders
contribution, income surplus/retained earnings, and other regulatory adjustments
relating to items that are included in equity but are treated differently for capital
adequacy purposes.

Tier 2 capital, which includes qualifying subordinated liabilities.

The Bank did not have any tier 2 capital during the period under review.

The Bank’s policy is to maintain a strong capital base so as to maintain investor, creditor and
market confidence and to sustain future development of the business. The impact of the
level of capital on shareholders’ return is also recognised and the bank or Group recognises
the need to maintain a balance between the higher returns that might be possible with
greater gearing and the advantages and security afforded by a sound capital position.

The Bank’s capital position at 31 December was as follows:

2019 2018
UA UA
Stated Capital 299,381,523 291,618,885
Income surplus (7,216,050) (11,255,913)
Other reserve 4,084,651 1,112,944
296,250,124 281,475,916

Risk-weighted assets
2019 2018
UA UA
Credit risk 530,733,395 577,745,292
Market risk -
Operational risk 2,262,648 2,262,648
Total risk-weighted assets 532,996,043 580,007,940
Total capital expressed as a percentage of total risk- 55.58% 48.52%

weighted assets

Capital allocation

The allocation of capital between specific operations and activities is, to a large extent,
driven by optimisation of the return achieved on the capital allocated. The amount of capital
allocated to each operation or activity is based primarily upon the regulatory capital, but
in some cases the regulatory requirements do not reflect fully the varying degree of risk
associated with different activities. In such cases the capital requirements may be flexed
to reflect differing risk profiles, subject to the overall level of capital to support a particular
operation or activity not falling below the minimum required for regulatory purposes.

The process of allocating capital to specific operations and activities is undertaken
independently of those responsible for the operation, and is subject to review by the Bank’s
ALCO.

The Board of Directors reviews the Bank'’s policies in respect of capital management and
allocation regularly.
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6. Contingencies and commitments

2019 2018
UA UA
Contingent Liabilities 342,732,783 262,081,013

Pending Legal Suits - -

(il Commitments for capital expenditure
There was no commitment for capital expenditure at the statement of financial position
date (2018 Nil)

(il Unsecured contingent liabilities and commitments

2019 2018
UA UA

This relates to commitments for trade letters of credit and ° -
guarantees. (Net of margin deposits)

7. Fair value categorisation of financial instruments

Valuation principles

Fair value is the price that would be received to sell an asset or paid to transfer a liability in
an orderly transaction in the principal (or most advantageous) market at the measurement
date under current market conditions (i.e., an exit price), regardless of whether that price
is directly observable or estimated using a valuation technique. In order to show how fair
values have been derived, financial instruments are classified based on a hierarchy of
valuation techniques, as explained below.

Valuation governance

The Bank'’s fair value methodology and the governance over its models includes a number
of controls and other procedures to ensure appropriate safeguards are in place to ensure its
quality and adequacy. All new product initiatives (including their valuation methodologies)
are subject to approvals by various functions of the Bank including the risk and finance
functions. The responsibility of ongoing measurement resides with the business and
product line divisions.

Once submitted, fair value estimates are also reviewed and challenged by the Risk and
Finance functions. The independent price verification process for financial reporting is
ultimately the responsibility of the Treasury Division within Finance which reports to the
Director of Finance.

The table below analyses financial instruments measured at fair value at the end of the
reporting period by the level in fair value hierarchy, into which the fair value measurement
is categorised.

2019 Level 1 Level 2 Level 3 Total

UA UA UA UA
Equity instrument 3,587,182 31,198,929 o 34,786,111
Total at 31 December 2019 3,587,182 31,198,929 o 34,786,111
2018 Level 1 Level 2 Level 3 Total

UA UA UA UA
Equity instrument 7,495,298 25,258,652 - 32,753,951
Total at 31 December 2018 7,495,298 25,258,652 - 32,753,951
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7. Fair value categorisation of financial instruments - cont'd

The fair value of the instruments classified as Level 1 (see above) was derived from quoted
prices for that financial instrument. The fair value of the instruments classified as Level 2
(see above) was calculated using the discounted cash flow method. Risk fee rate adjusted
by credit risk was used for discounting future cash flows.

8. Interest income

2019 2018
UA UA
Interest on loans 25,560,546 23,042,934
Interest on delayed payments 1,801,911 747,250
Interest on fixed deposits 993,795 744,581
Interest on current and call accounts 1,043,307 40,456
29,399,559 24,575,221

The total interest income calculated using the EIR method is as below:
2019 2018
UA UA
Interest revenue calculated using effective interest method 29,399,559 24,575,221
Other interest and similar income o -
29,399,559 24,575,221

9. Interest expense

The total interest expense is calculated using the EIR method for financial liabilities
measured at amortised cost.

2019 2018

UA UA

Finance charges 13,525,792 11,623,445

10. Fees and commission income

2019 2018

UA UA

Commission fees 1,360,162 1,243,485

Commission on guarantees 114,119 1,027,202

Commitment charges 992,969 887,232

Service charges 11,580 34,247
Total fee and commission income from contract with

customers 2,478,830 3,192,166

10a. IFRS 15 disclosures related to fees and commission income are analysed below:

2019 2018

UA UA

Commission and service income earned from customers 2,364,711 2,164,964
with contracts

Commission on guarantees 114,119 1,027,202

Total fees and commission income 2,478,830 3,192,166
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1. Fees and commissions expense

2019 2018

UA UA

Commission expense 45,739 84,435

Total fee and commission expense 45,739 84,435
12. Other income/ (expenses)

2019 2018

UA UA

Net foreign exchange difference (967,118) 2,994,915

Miscellaneous income 2,812,458 827,886

Dividend income 1,023,612 137,627

Rental operating income (Note 13.1) 89,208 19,698

Disposal of property plant and equipment = 13,871

2,958,160 3,993,997

Miscellaneous income relates to commission on foreign transactions.
12.1. Rental income

The Bank leases an insignificant portion of its premises on an operation lease, the rental
income relates to the various rentals earned during the year. There was no outstanding
rental as at the reporting period. The lease is for a one-year period, and there are no future
minimum rental receivables as at the reporting date.

13. Other Operating expenses

2019 2018
UA UA
Generdl expenses 611,091 853,724
Studies and project evaluation 550,076 750,102
Office repairs and maintenance 780,955 670,902
Official mission 751,239 571,486
Conference expenses 967,777 351,265
Printing and office stationery 253,076 249,454
Post and telecommunication 148,572 122,476
Audit fees 145,024 115,074
Publicity and advertisement 72,726 90,512
Vehicle maintenance 80,383 70,170
Defined benefit expense provision = 14,029
4,360,919 3,859,194

14. Cash and Cash Equivalent
2019 2018
UA UA
Cash in hand 27,009 7,530
Balances with other banks 10,776,073 7,700,636
Call deposits 2,993,410 2,778,169
13,796,492 10,486,335
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15. Financial Assets at Amortised cost

2019 2018
UA UA
Fixed deposits 90,832,305 52,355,702
15.1. Held to maturity investments
2019 2018
UA UA
Fixed deposits = -
15.2 Movement of financial assets at amortised cost
2019 2018
UA UA
Balance at 1 January 52,355,702 47,837,566
Additions 38,476,603 4,518,136
Balance at 31 December 90,832,305 52,355,702

This is a reclassification of assets held to maturity investments as a result of the adoption
of IFRS 9.

16. Equity Investments

16.1. Quoted equity instruments at fair value through profit or loss

2019 2018

UA UA

Balance at 1 January 7,495,298 8,662,190
Redemption of investments (3,002,715) -
Fair value through profit or loss (905,402) (1,166,892)
Balance as at 31 December 3,587,182 7,495,298

Composition of quoted equity instruments at fair value through profit or loss

2019 2018
UA UA

Quoted
Ecobank Transnational Incorporated (ETI 3,587,182 7,495,298

3,587,182 7,495,298
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16. Equity Investments - cont’d

16.2. Unquoted equity instruments at fair value through other comprehensive income

2019 2018

UA UA

Balance at 1 January 21,115,470 24,369,640

Adjustment due to IFRS 9 implementation (Note 2.1.1.2 c i) - (6,798,841

Fair value through other comprehensive income 4 000 236 968,953
Transfer to quoted investments (4,064,536)

Additions 2,968,570 2,575,718

Impairment provision c -

Balance as at 31 December 28,084,276 21,115,470

Composition of unquoted equity instruments at fair value through other comprehensive

income

Unquoted

Africa food security 387,472 35,951
African Biofuels and Renewable Energy Fund - 130,402
AHL Mariott African 691,448 2,132,499
African Renewable Energy Fund (AFEF) 8,046,192 7,173,237
Banqgue Nationale d'Investissement Gestion = 65,237
Fidelis Finance 775,154 1,309,434
Caisse Regional de Refinancement Hipothecaire (CRRH) 722,000 769,215
Liberian Bank for Development and Investment (LBDI) 1,577,518 1,180,699
Oragroup 6,339,699 4,064,536
ASKY Airlines 6,446,901 100,000
Fonds Africain d’Agriculture 2,409,317 3,054,383
West African Emerging Markets Growth Fund (WAEMGF) 688,575 1,099,877

28,084,276 21,115,470

16.3. Debt instruments at fair value through other comprehensive income

2019 2018

UA UA

Balance at 1 January 4,143,182 4,143,182
Adjustment due to IFRS 9 implementation (Note 2.1.1.2 c i) = -
Fair value through other comprehensive income = -
Payment (1,028,529) -
Impairment provision = -
Balance as at 31 December 3,114,653 4,143,182

Composition of Debt instruments at fair value through other comprehensive income

Debentures Acquired 2019 2018
UA UA

Togo debentures 2,929,624 3,766,529
Senegal debentures 185,029 376,653
3,114,653 4,143,182

Quoted instrument relates to the Bank's investment in Ecobank Transnational International



ECOWAS BANK FOR INVESTMENT AND DEVELOPMENT (EBID)
Annual Report and Financial Statements 2019

17. Loans and advances

2019 2018
UA UA
Loans granted to member states 1,063,444,795 928,009,782
Amounts not disbursed (347,700,667) (262,081,013)
Amounts disbursed 715,744,128 665,928,769
Repayments on principal (179,319,166) (119,024,286)
Gross loans 536,424,962 546,904,483
Loan interests 15,595,259 23,843,974
Gross loans 552,020,221 570,748,457
Allowance for impairment (Note 16.1) (21,286,826) (62,533,030)
530,733,395 508,215,427
17.1. Impairment on gross loans and advances
2019 2018
UA UA
Balance at 1 January 2019 62,533,030 60,378,979
Impact of IFRS 9 (Note 2.1.1.2. Cii) = (4n,779)
Balance at 1 January 2018 (restated) 59,967,200
Write off (44,054,609)
Charge/(reversal) for the year 2,808,405 2,565,830
Balance at 31 December 2019 21,286,826 62,533,030
17.2. Maturity analyses of loans
PUBLIC SECTOR 2019 2018
UA UA
More than two years but less than three years 2,428,663 7,010,426
More than three years but less than four years 5,196,901 5,848,774
More than four years but less than five years = 95,037,959
More than five years 331,415,302 224,898,908
339,040,866 332,796,067
PRIVATE SECTOR
More than two years but less than three years 75,630,834 98,709,830
More than three years but less than four years 23,798,798 62,247,869
More than four years but less than five years 27,190,092 44,116,712
More than five years 86,359,631 32,877,979
212,979,355 237,952,390
TOTAL PUBLIC& PRIVATE SECTOR 552,020,221 570,748,457
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17. Loans and advances - cont’'d

17.3. Economic sector analyses of loans

The distribution of outstanding loans at 31 December 2019 and 2019 were as follows:

2019 2018
UA UA
PUBLIC SECTOR

Power 146,271,002 145,176,876
Communications 21,036,030 22,385,272
Transport 107,222,566 11,446,333
Agriculture and Rural Development 14,480,195 10,390,227
Water Supply and Sanitation 10,390,121 14,926,378
Finance & Industry 6,506,210 6,834,767
Multi-sector & Social 33,134,741 21,636,214
339, 040,866 332,796,067

PRIVATE SECTOR
Power 4,155,791 17,097,704
Communications 14,496,423 28,780,362
Transport 68,350,503 58,800,957
Water Supply and Sanitation 9,144,120 10,044,081
Finance & Industry 97,665,292 99,385,313
Multi-sector & Social 19,167,226 23,843,974
212,979,355 237,952,391
TOTAL PUBLIC& PRIVATE SECTOR 552,020,221 570,748,457

(i) Key ratios on loans and advances
Loan loss provision ratio is 48.45% (2018: 71.33%)
Non-Performing loan ratio excluding loss category with respect is 7.96% (2018: 15.36%)

c. Ratio of fifty (50) largest exposures (gross funded and non-funded) to total exposures
is 80.64% (2018 :79.94%)

d. Loan/borrowing ratio 1.46 (2018: 1.53)

18. Inter-institutional accounts

Inter Institutional accounts represents amount receivable and payable to other ECOWAS
organisations. These funds are used for various activities on behalf of the respective
organisation.

18.1. Inter-institutional accounts receivable

2019 2018

UA UA

Executive Secretariat o 33,530
Community Computer Centre o 71,952
Compensation Fund g 347,31
African Biofuels and Renewable Energy Fund o 34,466
Compte ligison - Organisation La Francophone (OIF) 62 1,496
ECOWAS Provident Fund = -
62 488,755
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18. Inter-institutional accounts - cont'd

18.2. Inter-institutional accounts payable

2019 2018

UA UA

ECOWAS Provident Fund 401,121 258,632

Executive Secretariat Special Envoy 73,083 73,634

FAPA BAD/BIDC ASSISTANCE 46,134 44,780
Community Computer Centre 1,656
Compensation Fund 1,426,298
Projet BIDC/FRAA 992,108

Compte ligison - Organisation La Francophone (OIF) - -

2,940,400 377,046

19. Managed Fund

This represents the contribution of ECOWAS Bank for Investment and Development and
other ECOWAS Organisations towards joint projects within the ECOWAS region.

19.1. Contributions into Managed Funds

2019 2018
UA UA
Special Fund for Telecommunication 8,507,861 8,507,861
Organisation La Francophone (OIF) 560,509 560,509
9,068,370 9,068,370

19.2. Counterparty Managed Funds
2019 2018
UA UA
Special Fund for Telecommunications 19,835,628 14,614,322

20. Other assets

2019 2018
UA UA
Prepayments 1,809,022 11,558
Staff receivables 382,158 4,759,894
Stock of consumables 92,947 78,397
Others 1,561,404 1,136,820

3,845,531 5,986,669




a)
m
w
E
z
w
=
(2
o
-
w
>
w
fa)
o
z
<
E
z
w
=
E
(%]
w
>
z
24
o
w
v
z
<
[an}
2
2
@]
O
w

Annual Report and Financial Statements 2019

‘pebpald

24D paJnoo.d $135SD 8y} JO SUON ‘24N3onJisbayul ABojouysa] uonbulIoul J1Iay) Buidojsasp Ul Jubg ayl AQ paJindul 13S0 O3 sa1bjaJ ssauboad Ul SIom

68S'€S8'8T TT6'98Y T98r€ElL €0Z'¥1¥’L 6€L'8L 6V0'LE6 81S'L6 zi'os €SV'T6T €LS'V08YL ST6'066'6 610T 12quiad3q IE WV
3N|DA >00q 13N
veEYYEYL - 888'Lly'L ¥€0v0S‘C y6¥'sSlL S95CIv’l 188'8€0°L 08€'6SZ'L SET'069 LL6'LL8'S s 610T 12quiadaq LE WV
- . 5 . 5 - - 5 - - - |psodsiqa
80s'€T8'l - €90°6LL l¥0'6.LL 1SL'TE z209°C1E 66L'S1 60€’LE LOV'6LL  9ES'ElV o 1D2A 3y} 4oy abipud
988‘0ZS'CL - S28'T6T'L €66'YTL'L €vL'TTL €96'660°L Z80'€ET0’L 1£0°8TC'L 8T8'0LS 18E'8SY'S - 610Z Apnupr | 3y
uonbida.idap
pa3p|NWINJOY
€86°L6L'EY TT6'98Y €86'C60°C  LET'BLG'E E€ET'VET ¥19'6v€'T 66E'9€1’L TOV'6TE'L 889'T86 06V'9L9'0C ST6'066'6 610T 12qUuad2q LE WV
- - - 5 5 5 5 5 - - - s|psodsiq
(9€T'Y6L'T) (LZ8'0ET) ¥T6'0CL €06'601 J13jsup.lL
S8L'LYT'S  6LE'EY TLE'YYS 90S'v9 VL6 L1 048°0€ 6SE'LS8 169°LT 819'9€T  v¥0'C LEL'B6E’L Suonippvy
vEY'yYL'OY OLEVLY9 L89°LTY'l  6T8'EVL'E 6ST'91T Yy L'8IE'T 0r¥0'6v0°L L08I0ElL 0L0'9¥L 9¥¥'¥L9'0CT 881°CT6S'S 610T Abnupr | 3y
vn vn vn vn vn vn vn vn vn vn vn 10D

|D}OL ssaiboid juawdinba Bujuonnipd saouSpISA]  SUORD|IDISU] AUIYODW B SIDIHO sopIyaA  sbuipjing pup

upPom 1l 10 isbunyd 3 o033 juawdinba :sbunyid B Jojow
ainjuing 20140 ainjuing

jua2wdinb3 pub jub|d Ay12doud

‘e




a
[an]
W
E
z
w
=
a
@]
—
w
>
w
o
o
z
<
=
z
s
E
(%]
w
>
Zz
24
O
w
v
z
<
[an]
<
2
O
]
w

ol
S
&
0
8
c
@
€
9]
3
9]
2
(%)
S
3]
c
S]
<
o
]
c
[S]
it
o
a
Q
3
5]
=}
c
c
<

8VS'ETT'8T OLEVYL9 T98'VEL 9€8'810°C 91S'€6 184'81Z1 8G6'ST 0EL'EL [AgAL7A) S90°91Z'SL  881°C6S'8 810C
Joquiadeqg ILE vV
3NIDA )00q 32N
988‘0zS‘CL - ST8'T6T'L €66'vTL'L E€vL'TTL €96'660°L T80°€20’L 1£0°82T'L 878'0/LS 18E'8S¥'S - 810C
Joquiadeqg LE VvV
(S1S'6¥2) E o (0Z8902) = o (062) (6¥6'€) (9sv’'8€) - = Ipsodsia
8€L'TEL'L = SLy'8L LS6'6EL SYL'lE 9€T'80€ LIT'EL zoz'ee SLY'vIL LEV'ELY = JD2A
ay} 4oy abibyd
€99°LEO0LL - 0SEYITL 958’L61°L 866’06 LeL'6L SSL'0L0’L 818’861l 608'v¥6y 0S6'vr0’S - 810Z Abnubpr | 3V
uonpidaidap
pa3p|NWIN2OY
VEVY'YYL'OY OLE'VL9  L89'LTV'L 6T8'EVL'E 6ST'91T Yy L'8LE'T oro0’‘6v0°L 108'10€’L 0L0'9¥L 9¥¥'¥vL9'0T 88l1'T6S’'S 810¢C
Joquiddeq LE WV
(S1S5'6¥2) = e (0Z8'902) = s (062) (6V6'€) (9sv'8€) - = s|psodsiq
€OV'Y90'y 18¥'TES 8TE'eSL €6€'681 80S'T9 = L1V'8 rAl-Yk4 g 126°601°L €vy'086°L suonippy
S'6T6'9€ 688yl 6SEVLT'L 9ST19L'E 1SL'ESL Yy L'8LE'T €16'0v0°L 8€8LLTL 9TS'¥8L STS'Y9S'6L SYLLL9'9 810Z Apnupr | 3v
vn vn vn vn vn vn vn vn vn vn vn 1s0D
saouapisal aulyobw ® SO
ssaiboid juawdinba BHuiuoniiod :sbuyig B suonp|pisu]  juawdinba :sBuyid @  SODIYDA
IDyoL uipom 1l 2010 ainyuang 13033 220 ainyuing  Jojow sbuipjing  pup7

810T 42quiad2q L€ 3D SV
p.,juod - Judwdinb3 pub jub|d Ayi2douad 1T




ECOWAS BANK FOR INVESTMENT AND DEVELOPMENT (EBID)
Annual Report and Financial Statements 2019

21. Property Plant and Equipment - cont’d
21.1. Disposal of property, plant and equipment

2019 2018

UA UA

Carrying amount 2 (249,515)

Accumulated depreciation = (249,515)

Net book value = -

Proceeds from disposal = 13,871

Profit/(loss) on disposal = 13,871
22. Creditors and accruals

2019 2018

UA UA

Managed funds 2,528,795 2,341,469

Suppliers 290,924 5,541,517

Sundry creditors and provisions 3,134,367 120,956

5,954,086 8,003,943

23. Provision for defined benefit obligation

Defined benefit obligation is as a result of other long-term employee benefits, including
long-service leave or sabbatical leave, jubilee or other long-service benefits, long-term
disability benefits and, if they are not payable wholly within twelve months after the end of
the period, bonuses are accounted for as deferred compensation.

The following table summarizes the components of net benefit expense recognised in
the statement of profit or loss and the unfunded status and amounts recognised in the
statement of financial position for the respective plans:

Net benefit expense (recognised in profit or loss)

2019 2018

UA UA

Current service cost (1,250,420) (632,998)

Interest cost on benefit obligation 750,420 647,027

Net benefit (income)/ benefit (500,000) 14,029
Changes in the present value of the defined benefit obligations:

2019 2018

UA UA

Defined benefit obligation as at 1January 9,968,285 9,954,256

Interest cost 750,420 647,027

Current service cost (1,250,420) (632,998)

Benefit paid (148,350) -

Defined benefit obligation as at 31 December 9,319,935 9,968,285
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23. Provision for Defined benefit obligation - cont’d

24.

The principal assumptions used in determining pension and post-employment medical benefit
obligations for the Bank’s plans are shown below:

2019 2018
Discount rate 6.5% 6.5%
Inflation 1.7% 3.6%
Salary increase 2.0% 2.0%
Mortality 0.0% 0.0%
Withdrawal 2.6% -
Staff turnover - 3.6%
Retirement age 60 60
Average cost air ticket UA 3,939 UA 3,939
Average cost shipping UA 7,429 UA 7,429

The bank did not have plan asset for defined benefit scheme as payment is made when a
staff is due and has applied for the benefit.

Borrowings
2019 2018
UA UA
1. India Exim Line of Credit $250 millions 216,271,323 206,897,046
2. Debenture stock 2014 - 2021 12,335,260 20,925,163
3. Debenture stock 2017 - 2027 32,071,677 32,643,254
4. Debenture stock 2019 - 2026 55,508,672
5. Afriexim Bank 2018 - 2024 23,292,451 27,790,968
6. Badea Line of Credit 13,453,570 13,790,004
7. Togo Bank for Trade and Industry - Line of credit 2015 - 2017 = -
8. BMCE Bank International - Line of credit 2018 - 2020 = 9,059,165
9. Debenture stock 2018 - 2023 (SID) 20,228,501 20,589,010
Accrued interest on borrowings 4,454,228 1,444,635
377,615,682 333,139,245
Movement on borrowings
2019 2018
UA UA
Balance at 1 January 333,139,245 281,836,434
Accrued interest 4,454,228 1,444,635
Additional loans 94,844,826 95,595,661
Principal repayment (46,021,959) (36,685,872)
Interest repayment (8,800,658) (9,051,613)
Closing balance 377,615,682 333,139,245

The Bank has an undrawn borrowing balance of UA 262,639,703. (2017: UA 211,421,036).
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24. Borrowings - cont'd

Terms and conditions on borrowings

1. India Exim line of Credit 2006 - 2026

a) a) The Bank signed a 180,788,673 UA (250,000,000 USD) line of credit with the Indian
Exim Bank in 2006 for at an interest rate of 1.75% for a period of twenty (20) years. The
purpose of the loan is to finance the Bank’s operations. Related transaction costs
have been capitalized and amortized over the life of the loan.

b) India Exim line of Credit 2010 - 2030

The Bank signed a 72,315,469 UA (100,000,000 USD) line of credit with the Indian Exim
Bank in 2010 at an interest rate of 4% for a period of twenty (20) years. The purpose
of the loan is to finance the Bank'’s operations. Related transaction costs have been
capitalized and amortized over the life of the loan.

o) India Exim line of Credit 2011 - 2031

The Bank signed a 108,473,204 UA (150,000,000 USD) line of credit with the Indian Exim
Bank in 2011 at an interest rate of 1.75% for a period of 20 years. The purpose of
the loan is to finance the bank’s operations. Related transaction costs have been
capitalized and amortized over the life of the loan.

The facility is secured as follows:
The facility is secured with a negative pledge with financial covenants as follows:

(a) Capital Adequacy Ratio: Capital Adequacy Ratio is at all times not less than twelve
per cent. (12%);

(b) Non-Performing Loans Ratio: at all times, the Non-Performing Loans Ratio on a
consolidated basis does not exceed ten per cent. (10%).

2. Debenture stock 2014 - 2021

The Bank issued a 49,341,042 UA (40,000,000,000 FCFA) debenture in February 2014 at
an interest rate of 6.50% for a period of seven (7) years. The purpose of the loan is to
finance the Bank’s operations. Related transaction costs have been capitalized and
amortized over the life of the loan. The purpose of the loan is to finance the Bank'’s
operations. Related transaction costs have been capitalized and amortized over the
life of the loan. The facility is secured by a guarantee on the Bank’s callable shares.
There are no financial covenants to this facility.

3. Debenture stock 2017 - 2027
The Bank issued a 32,071,677 UA (26,000,000,000 FCFA) debenture in 2017 at an interest
rate of 6.10% for a period of seven (7) years. The purpose of the loan is to finance the
Bank’s operations. Related transaction costs have been capitalized and amortized
over the life of the loan. The facility is secured by a guarantee on the Bank'’s callable
shares. There are no financial covenants to this facility.

4. Debenture stock 2019 - 2026

The Bank issued a 55,508,672 UA (45,000,000,000 FCFA) debenture in 2019 at an interest
rate of 6.40% for a period of seven (7) years. The purpose of the loan is to finance the
Bank’s operations. Related transaction costs have been capitalized and amortized
over the life of the loan. The facility is secured by a guarantee on the Bank'’s callable
shares. There are no financial covenants to this facility.
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24. Borrowings - cont'd

Terms and conditions on borrowings - cont’d

5.

Afriexim Bank 2018 -2024

The Bank signed a (31,274,396 UA) 38,651,400 Euro loan agreement with Afriexim Bank
in 2018 at an interest rate of Libor +6.5% for a period of six (6) years. The purpose of
the loan is to finance the Bank's operations. Related transaction costs have been
capitalized and amortized over the life of the loan. The borrowing is secured as follows:

a) A first exclusive charge on the callable capital of the Borrower to the extent of the
aggregate amounts owed as principal and interest under the Individual Credit;

b) Place a deposit equivalent to two semi-annual instalments of each Individual Credit
approved for coverage under the credit extended to the Borrower in the Escrow
Account (“The Account”) in Exim Bank’s London Branch Account.

c) Exim Bank agrees that all monies standing to the credit of the Account shall be
interest bearing and Exim Bank may at the request of the Borrower, furnish, periodic/
quarterly statements of the Account to the Borrower.

Badea Line of Credit 2010- 2035

The Bank signed a (3,615,773 UA) 5,000,000 USD line of credit with Badea in 2010 at an
interest rate of 1.75% for a period of twenty (20) years. The purpose of the loan is to
finance the Bank’s operations. Related transaction costs have been capitalized and
amortized over the life of the loan. The facility is secured by a guarantee on the Bank’s
callable shares. There are no financial covenants to this facility.

BMCE Bank International line of credit 2018 - 2020

The Bank signed a (16,182,801 UA) 20,000,000 Euro line of credit with BMCE in 2018 at an
interest rate of Euribor +3% for a period of two (2) years. The purpose of the loan is to
finance the Bank’s operations. Related transaction costs have been capitalized and
amortized over the life of the loan. The facility is secured by a guarantee on the Bank's
callable shares. There are no financial covenants to this facility.

Debenture stock 2018 - 2023

The Bank signed a (20,228,501 UA) 25,000,000 Euro loan agreement with the Islamic
Development Bank in 2018 at an interest rate of Euribor +3% for a period of five (5) years.
The purpose of the loan is to finance the Bank’s operations. Related transaction costs
have been capitalized and amortized over the life of the loan. The facility is secured
by a guarantee on the Bank’s callable shares. There are no financial covenants to this
facility.
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25. Stated capital

The authorised capital of EBID is UAI1,000,000,000 of which the regional members have
subscribed 70% and the balance is to be subscribed by the non-regional members. This
70% which is UA700,000,000 is completely subscribed. As at the reporting date, 56% of the
700,000,000 is called up. Detdails of the stated capital as at 2019 are disclosed below:

Stated capital 2019 2018
UA UA
Authorised:
1,000,000 ordinary shares of UA1,000 each 1,000,000,000 1,000,000,000
Unsubscribed capital (300,000,000) (300,000,000)
Subscribed capital 700,000,000 700,000,000
Callable capital (307,258,669) (307,258,669)
Call-up capital: 392,741,331 392,741,331
Call in arrears (93,359,808) (101,122,446)
At 31 December 299,381,523 291,618,885

Call in arrears

2019 2018
UA UA
Cape Verde 1,454,920 1,454,920
Cote d’lvoire 14,733,787 22,138,238
The Gambia 6,201,337 6,201,337
Ghana - -
Guinea Bissau 4,817,318 4,817,318
Liberia 16,867,433 16,867,433
Nigeria 21,239,219 21,239,219
Senegal 16,913,898 16,913,898
Sierra Leone 11,131,896 11,490,083
Togo - -
93,359,808 101,122,446

Movement in capital contribution
2019 2018
UA UA
Balance at 1 January 291,618,885 270,094,740
Additional capital contribution 7,762,638 21,524,145

Balance at 31 December 299,381,523 291,618,885
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25.

26.

27.

28.

Stated capital - cont’'d

Capital structure by country shareholders

Member Subscribed Called-up Paid up Additional Paid up
country capital by capital contribution capital-ending
allocated capital beginning balance

voting rights ~ allocated balance
UA UA UA UA UA
Benin 20,000,142 11,228,211 11,228,211 = 11,228,211
Burkina Faso 17,333,457 9,734,383 9,734,383 = 9,734,383
Cape Verde 6,666,713 3,734,570 2,279,650 = 2,279,650
Cote D'Ivoire 103,331,572 57,971,063 35,832,825 7,404,451 43,237,276
Gambia 17,333,457 9,734,383 3,533,046 = 3,533,046
Ghana 110,000,787 61,706,160 61,706,160 = 61,706,160
Guinea 19,333,472 10,842,504 10,842,504 = 10,842,504
Guinea Bissau 10,000,073 5,614,106 796,788 = 796,788
Liberia 44,666,984 25,058,371 8,190,938 = 8,190,938
Mali 12,666,759 7,107,934 7,107,934 = 7,107,934
Niger 14,000,102 7,854,848 7,854,848 = 7,854,848
Nigeria 218,668,225 122,689,907 101,450,688 = 101,450,688
Senegal 52,664,542 29,539,328 12,625,430 = 12,625,430
Sierra Leone 29,333,545 16,456,610 4,966,527 358,187 5,324,714
Togo 24,000,170 13,468,953 13,468,953 = 13,468,953
700,000,000 392,741,331 291,618,885 7,762,638 299,381,523

Income surplus

This represents the residual of cumulative annual profits. Details of Retained Earnings are
shown in the Statement of Changes in Equity.

Other reserve fund

Other equiity reserves is made up of fair value changes from the Equity investments that are
classified at fair value through other comprehensive income, and a Revaluation gain from
revaluing the land and buildings of the Bank. Movement on other reserves are shown in the
Statement of Changes in Equiity.

Related party transactions
Transactions with Directors and Key Management Personnel
Directors and key management personnel refer to those personnel with authority and

responsibility for planning, directing and controlling the business activities of the Bank.
These personnel are the Executive Management of the Bank.

Interest income from loans granted to staff are included in the interest income calculated
using effective interest rate.

The Bank made provision for impairment in respect of loans to Directors and key
management members during the period under review.
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28. Related party transactions - cont’d

Advances to related parties

2019 2018

UA UA

At 1January 364,842 238,928
Loans advanced during the year 30,304 373,41
Loan repayments received (230,642) (247,497)
At 31 December 164,504 364,842

Key management compensation

IAS 24 “Related party disclosures” requires the following information for key management
compensation. Key management comprises members of the Executive Management,
which includes all executive directors

2019 2018

UA UA

Salaries 280 219 280 219
Provision for pension benefits = 268,033
Other allowances 230,170 230,170
510,389 778,422

Transactions with Directors, Officers and other employees
During the year, the Bank granted loans and advances to the key management personnel.

The following are loan balances due from key related parties:

2019 2018

UA UA

Executives 164, 504 364,842
Officers and other employees 4,554,581 4,042,988
4,718,088 4,407,830

Terms and conditions

The loan and advances from directors, officers and employees relate to salary advances,
personal loans, vehicle loan and mortgage loans. These loans attract interest at 0%, 3.2%,
2% and 2.8% and are payable within 12 month, 4 years, 5 years and 15 years respectfully.

Amounts due from related parties (Excluding Loans)

2019 2018

UA UA

Executive 22,334 319,218
Officers and other employees 266,653 90,591
288,987 409,809

These are accountable imprest given to staff for various assignment on behalf of the Bank.
The staff is required to retire the imprest after the assignments.
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29. Event after the reporting period

There are no events after the balance sheet date that require adjustments in the financial
statements. Management has assessed the impact of the COVID-19 on the going concern
of company and has concluded that the use of going concern is appropriate and that the
company will be able to recover its assets and discharge its liabilities in the foreseeable
future for at least the next twelve (12) months. Management however has noted COVID-19 has
strategic and operational risks. These are being monitored closely to ensure their impact is
mitigated appropriately.

The Bank being a development, finance institution, does most of its business with member
states and promoters who trade and interact with counter parties across the world who
may be affected by the coronavirus.

Funding and Liquidity

The pandemic is expected to impact liquidity risk, exchange rate risk and interest rate risk
faced by the Bank. The trend of capital flows from emerging markets is expected to exert
pressure on the local currency as well as reduce foreign currency liquidity in the economy.
The Bank has a robust liquidity management framework and contingency funding plan
that build in adequate buffers to support liquidity run-off in a stress scenario. The liquidity
ratio of the Bank as at December 31 was over 100% and projects that it will remain above the
internal limit of 40%.

Analysis of balance sheet

The Bank has performed a line-by-line analysis of the balance sheet and has done an
assessment of whether the current uncertainty may impact any of the amounts presented
at 31 December 2019. The Bank has assessed that the coronavirus may affect the business
of the Bank’s borrowing customers. The Bank has performed an analysis and reviewed the
portfolio and the impact the spread of the virus would have on the Bank’s credit portfolio.
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PROJECT PHOTOS

Hotel 2 Fevrier - Lome, Togo. Co-financed by the Bank

Cape Sierra Hotel Construction Project - Freetown, Sierra Leone. Co-finanaced by the Bank
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Installation of Operation of an Intravenous Fluids Factory at Aveta by DO PHARMA - Togo.
Financed by the Bank

The MARIA GLETA project, which is partially funded by EBID is a thermal power station in Benin.
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