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Nedbank Lesotho Limited
(Registration number 192/191)
Financial Statements for the year ended 31 December 2021

Audit Committee Report

1.

Members of the Audit Committee

The members of the audit committee are independent non-executive directors of the bank except as
indicated below:

Name Designation

Mr. Sebehela Selepe Chairperson Independent Non-Executive
Mr. Tsiu Khathibe Member Independent Non-Executive
Ms. Kandis Swanepoel Member Non-Executive

The committee is satisfied that the members thereof have the required knowledge and experience as set
out in the Companies Act no 18 of 2011.

Meetings held by the Audit Committee

The Audit committee performs the duties laid upon it by the Companies Act no 18 of 2011 by holding
meetings with the key role players on a regular basis and by the unrestricted access granted to the external
auditor.

The commitiee held four scheduled meetings during 2021 and all the members of the committee attended
all the meetings.

External auditors d

The Audit committee has nominated Letuka Accounting Firm T/A LETACC Firm of Chartered Accountants
as the independent auditors and Mr Letuka Sephelane as the designated partner, who is a chartered
registered auditor, for appointment of the 2021 audit. Certain specified account balances and other audit
procedurss have been subcontracted to Deloitte and Touche, South Africa.

The committee satisfied itself through enquiry that the external auditor is independent as defined by the
Companies Act no 18 of 2011 and as per the standards stipulated by the auditing profession. Requisite
assurance was sought and provided by the Companies Act no 18 of 2011 that internal governance
processes within the firm support and demonstrate the claim to independence.

The audit committee in consultation with executive management, agreed td the terms of the engagement.
The audit fee for the external audit has been considered and approved taking into consideration such
factors as the timing of the audit, the extent of the work required and the scope.

Financial statements

Following the review of the financial statements the Audit committee recommend Beard approval thereof.

On behalf of the Audit committee

Mr. Sebehela Selepe

Chairman of the Audit Committee
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Directors’ Responsibilities and Approval

The directors are required in terms of the Companies Act no 18 of 2011 and Financial Institutions Act no 3 of 2012 to maintain
adequate accounting records and are responsible for the content and integrity of the financial statements and related financial
information included in this report. Itis their responsibility to ensure that the financial statements fairly present the state of affairs
of the bank as at the end of the financial year and the results of Tts operations and cash flows for the period then ended, in
conformity with International Financial Reporting Standards. The external auditor is engaged to express an independent opinion
on the financial statements.

The financial statements are prepared in accordance with International Financial Reporting Standards and are based upon
appropriate accounting policies consistently applied and supported by reasonable and prudent judgements and estimates.

The directors acknowledge that they are ultimately responsibie for the system of internal financial control established by the bank
and place considerable impartance on maintaining a strong control environment. To enable the directors to meet these
responsibilities, the board of directors sets standards for internal control aimed at reducing the risk of error or loss in a cosi-
effective manner. The standards include the proper delegation of responsibilities within a clearly defined framework, effective
accounting procedures and adequate segregation of duties to ensure an acceptable level of risk. These controls are monitored
throughout the bank and all employees are required to maintain the highest ethical standards in ensuring the bank’s business is
conducted in a manner that in all reasonable circumstances is above reproach. The focus of risk management in the bank is on
identifying, assessing, managing and monitoring all known forms of risk across the bank. While operating risk cannot be fully
eliminated, the bank endeavours to minimise it by ensuring that appropriate infrastructure, controls, systems and ethical behaviour
are applied and managed within predetermined procedures and constraints.

The directors are of the opinion, based on the information and explanations given by management, that the system of internal
control provides reasonable assurance that the financial records may be refied on for the preparation of the financial statements.
However, any system of internal financial control can provide only reasonable, and not absolute, assurance against material
misstatement or loss.

The directors have noted the continued impact Covid 19 pandemic in 2021 which resulted in subdued economic activity resuliing
in amongst others: muted demand for credit by corporate clients. This posed challenges for the bank to meet its performance
targets. However, performance is expected to turnaround with the opening up of the economy due to high levels of vaccinations.
The bank continues to be adequately capitalised with strong liguidity pesition for sustainability.

The external auditors are responsible for independently auditing and reporting on the bank’s financial statements. The financial
statements have been examined by the bank's external auditor and their report is presented on pages 7 to 8.

The financial statements set out on pages 10 o 51, which have been prepared on the going concern basis, were approved by the
board of directors on 25 March 2022 and were signed on their behalf by:

By Order of the Board

E % '&[ b %*;C/i*b

7
Mr. Sebe hle1a Selepe Mr. Nkau Matete

Chairman of the Audit Committee Managing Director
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Directors' Report

The directors have pleasure in submitting their report on the financial statements of Nedbank Lesotho Limited for the year ended
31 December 2021

1.  Incorporaticn
The bank was incorporated on 02nd January 1997 and was re-registered as per the Companies Act no 18 of 2011 on the
01st August 2014.

The bank is domiciled in Lesotho where it is incorporated as a public company under the Companies Act no 18 of 2011 and
issued a banking licence under the Financial Institutions Act No.3 of 2012. The address of the registered office is set out on
page 1.

2.  Nature of business
Nedbank Lesotho Limited carries out commercial banking business. The bank recorded profit after tax for the year of
M28.1m, an increase of 5% aver previous year's profit after tax of M26.7m.

There have been no material changes to the nature of the bank’s business from the prior year.

3. Review of financial results and activities

The financial statements have been prepared in accordance with International Financial Reporting Standards and the
requirements of the Companies Act no 18 of 2011. The accounting policies have been applied consistently compared to the
prior year.

Full details of the financial position, results of operations and cash flows of the company are set out in these financial
statements.

4.  Share capital

2021 2020
M'000 M’000
Authorised
Ordinary shares 30 000 30 000
Issued
Ordinary shares {20 000 000 at M1.00 each) 20 000 20 000
Split as follows:
Majority Shareholder {Nedbank Group Limited) 19 999.99 20 000
Minority Shareholder (Nedgroup Investments Africa Limited) G.01 -

There have been no changes to the authorised or issued share capital during the year under review. There was, however,
a sale of 10 issued ordinary shares by Nedbank Group Limited to Nedgroup Investments Africa limited completed on 08
September 2021,

5. Dividends

Depending on the perceived need to retain funds for expansion or operating purposes, the board of directors may pass on
the payments of dividends but no dividends were declared on 2021 profits due to the poor financial performance (2020;
M23.779million dividends were declared but not paid per regulatory restrictions induced by Covid-19).
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Directors’ Report (cont’d)

6.

10.

11.

Apprczdvﬁqancial statements
%ﬁ( Bifd |

Directorate

The directors in office at the date of this report are as follows:

Directors Appointment Date Designation

Mr. Ashley Sutton-Pryce August 2017 Acting Chairperson

Mr. Tsiu Khathibe May 2018 Independent Non-Executive
Mr. Sebehela Selepe June 2020 independent Non-Executive
Mr. Thulo Mokete July 2020 Independent Non-Executive
Ms. Likentso Jankie May 2021 Independent Nen-Executive
Ms. Kandis Swanepoel August 2017 ) Non-Executive

Mr. Nkau Matete July 2018 Managing Director

Ms Likentso Jankie was appointed in May 2021. Ms Jankie was also nominated to be the Chairperson of the Risk and Capital
Management Committee.

Holding company

The bank's holding company is Nedbank Group Limited which holds 99.99995% (2020: 100%) of the bank’s equity. Nedbank
Group Limited is incorporated in Republic of South Africa. Nedgroup Investments Africa Limited holds the remaining
0.00005% in Nedbank Lesotho.

Events after the reporting period

The directors are not aware of any material event which occurred after the reporting date and up to the date of this report.
Company Secretary

The company secretary is Ms Mojabeng Matsau.

Terms of appointment of the auditors

LETACC Firm of Chartered Accountants were appointed as the bank’s auditors at the general meeting held on Friday, 08
March 2018.Certain specified account balances and other audit procedures have been subcontracted to Deloitte and Touche
South Africa. Shareholder wishing to inspect a copy of the terms on which the bank's auditor is appointed and remunerated
may do so by contacting the Company Secretary.

Date of authorisation for issue of financial statements

The financial statements set out on pages 10 to 51, which have been prepared on the going concern basis, were approved
by the board of directors on 25 March 2022, and were signed on its behalf.by:

[-—
Mr. Sebehela Selepe Me. Nkau Matete
Chairman of the Audit Committee ° Managing Director
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Independent Auditor's Report

To the Shareholder of Nedbank Lesotho Limited
Opinion

We have audited the financial statemenis of Nedbank Lesotho Limited set out on 10 to 51,
which comprise the statement of financial position as at 31 December 2021, statement of
profit or loss and other comprehensive income, statement of changes in egiiity and statement
of cash flows for the year then ended, and notes to the financial statements,”
summary of significant accounting policies.

In our opinion, the financial statements present fairly, in all material res| ' s, the financial
position of Nedbank Lesotho Limited as at 31 December 2021, ;

and cash flows for the year then ended in accordance with |
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Your Business is our Business



Independent Auditor's Report

Other Information

The directors are responsible for the other information. The other information comprises the
information included in the document titled "Nedbank Lesotho Limited financial statements for
the year ended 31 December 2021", which includes the Directors' Report and the Audit
Committee's Report and Audit Commitiee's Report as required by the Companies Act no 18
of 2011 of Lesotho. The other information does not include the financial statements and our
auditor's report thereon.

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

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

Responsibilities of the Directors for the Financial Statements

The directors are responsible for the preparation and fair presentation of the financial
statements in accordance with International Financial Reporting Standards and the
requirements of the Companies Act no 18 of 2011, and for such internal control as the
directors determine is necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the
company'’s ability to continue as a going concern, disclosing, as applicable, matters related to
going concern and using the going concern basis of accounting unless the directors gither
intend to liguidate the company or to ceass operations, or have no realistic alternative but to
do so.

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as
a whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor's report that includes our opinion. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with International Standards on
Auditing will always detect a material misstatement when it exists. Misstatemenis can arise
from fraud or error and are considered material if, individually or in the aggregate, they could
reasonably be expected 1o influence the economic decisions of users taken on the basis of
these financial statements. '

As part of an audit in accordance with International Standards on Auditing, we exercise
professional judgement and maintain professional scepticism throughout the audit. We also:




Independent Auditor's Report

Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for our opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resuiting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.
Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the company’s internal control.
Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the directors.

Conclude on the appropriateness of the directors' use of the geing concern basis of
accounting and based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the
company’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required fo draw attention in our auditor's report to the
related disclosures in the financial statements or, if such disclosures are inadequate,
to modify our opinion. Our conclusions are based on the audit evidence cbtained up
to the date of our auditor's report. However, future events or conditions may cause
the company to cease 10 continue as a going concern.

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

We communicate with the directors regarding, among other matters, the planned écope and
tlmsng of the audlt and s1gmf|cant audlt ﬁndlngs including any sugmﬁcant deficiencies in

LETACC F(rm of Chartered Accountants
Letuka Sephelane C.A. (L)

Director

Chartered Registered Auditor

25 March 2022

7 Arrival Centre
Kofi Annan Road
Maseru 100
Lesotho




Nedbank Lesotho Limited
{Registration number 192/181)

Financial Statements for the year ended 31 December 2021

Statement of Financial Position as at 31 December 2021

2021 2020

Note(s) M '000 M '000
Assets
Cash and Cash Equivalenis ' 7 13 2745852 2363749
Amounts Due from Banks 8 219670 502 052
Non-Pledged Trading Assets 117 793 16 126
Derivative Assets - 9412
Loans and Advances 11 1360402 1368707
Current Tax Asset 9 118653 19 945
Deferred Tax Asset 7 26 200 25 548
Other Assets 5 11876 22 597
Property, Plant and Equipment 2 54 752 60 779
Right of Use Assets 3 16 911 22 807
Intangible assets 4 472 482
Total Assets 4565581 4412214
Equity and Liabilities
Equity
Share capital 14 20 000 20 000
Reserves 15 47 454 47 454
Retained earnings 536 663 512 672
Equity Attributable to ordinary shareholder 604 117 580 126
Non-controlling Interest (NCI) - -
Total Equity 604 117 580 126
Liabilities
Deposits from Banks 10 1 068 0BT 666 014
Deposits from Customers 16 2 686 067 2986398
Berivative Liabilities - 8 442
Deferred Revenue . 18 18 178 15180
Other Liabilities 17 169 758 131 080
Lease Liabilities 3 19 394 24 874
Total Liabilities 3961464 3832088
Total Equity and Liabilities 4 565 581 4412214
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Statement of Profit or Loss and Other Comprehensive Income

2021 2020

Note(s) M 000 M 000
Interest Revenue 19 244 975 304 275
Interest Expense 20 {72 566) (112 244)

Net Interest Income

Non-Interest Revenue

impairment of Loans and Advances
Staff Costs

Depreciation and Amertisation
Other operating expenses

Profit before taxation
Taxation

Profit for the year
Attributable to Non-controlling [nterests (NCI)

Attributable to Ordinary Shareholders

Other comprehensive income

lterns that wil not be reclassified to profit or loss:

Re-measurements on net defined benefit liability/asset
Deferred Tax

Total items that will not be reclassified to profit or loss

Other comprehensive income for the year net of taxation
Total comprehensive income for the year

Atfributable to Non-controlling interest

Total Comprehensive Income Attributable to Ordinary Shareholders

172 409 192 032

21 107 128 94 088
22 26780)  (35364)
(83018) (80 893)
(7174 (17 559)

23 (118 500) (116 959)
34 056 35 345
24 (5 927) (8 675)

28129 26 670

28129 26 670
6 4 138) (772)
- 216

(4 138) (556)

(4 138) (556)

23 991 26114

23 991 26114

11
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Nedbank Lesotho Limited
{Registration number 192/191)

Financial Statemenis for the year ended 31 December 2021

Accounting Policies

Statement of Cash Flows

2021 2020
Note(s) M 000 WM ‘000

Cash flows from operating activities
Cash generated from operations 25 221 737 230 450
Interest Received 244 975 304 276
Interest Paid {72 566) (112 244)
Tax patd - (10 080)
394 146 412 402

Cash flows from investing activities
Purchase of property, plant and equipment (2 707) (7 568)
Disposal Proceeds 32 7
Purchase of other intangible assets - (470)
(2 875) {8 031)

Cash flows from financing activities
Dividends paid - -
L ease payments (9 368) (11 513)
(9 368) (11 513)
Total cash movement for the year 382 103 392 858
Cash at the beginning of the year 2363749 1970 891
13 2745 852 2 363749

Total cash at end of the year

13



Nedbank Lesotho Limited
(Registration number 192/191)

Financial Statements for the year ended 31 December 2021

Accounting Policies

Corporate information

Nedbank Lesotho Limited is a public limited company incorporated and domiciled in Lesotho. The bank registered office is:

tst Floor

Nedbank Building

115-117 Griffith Kingsway Road
Maseru

The financial statements for the year ended 31 December 2021 were authorised for issue in accordance with a resolution of
the directors on 25 March 2022.

1.  Significant accounting policies
The principal accounting policies applied in the preparation of these financial statements are set out below.
1.1 Basis of preparation

The financial staiements have been prepared on the going concern basis in accordance with, and in compliance with,
International Financial Reporting Standards ("IFRS") and International Financial Reporting [nterpretations Committee
("IFRIC™ interpretations issued and effective at the time of preparing these financial statements and the Companies Act
No 18 of 2011,

These financial statements are presented in Maloti which is the bank’s functional currency.

The financial statements have been prepared on the historic cost convention, unless otherwise stated in the accounting
policies which follow and incorporate the principal accounting policies set out below. The financial statements have been
prepared on the historical cost basis, except for the revaluation of certain properties and financial instruments that are
measured at revalued amounts or fair values at the end of each reporting period, as explained in the accounting palicies
below. Historical cost is generally based on the fair value of the consideration given in exchange for goods and services.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
markst participants at the measurement date, regardless of whether that price is directly observable or estimated using
another valuation technique. In estimating the fair value of an asset or a liability, the Group takes into account the
characteristics of the asset or liability if market participants would take those characteristics into account when pricing the
asset or liability at the measurement date. Fair value for measurement and/or disclosure purpeses in these financial
statements is determined on such a basis, except for leasing transactions that are within the scope of IFRS 16, and
measurements that have some similarities to fair value but are not fair value, such as value in use in IAS 36.

Use of judgements and estimates

In preparing these financial statemants, management has made judgements, estimates and assumptions that affect the
application of the Bank’s accounting policies and the reported amounts of assets, liabilities, income and expenses. Actual
results may differ from these estimates. Estimates and underlying assumptions are reviewed on an ongoing basis.
Revisions to estimates are recognised prospectively.

Information about assumptions and estimation uncertainties that have a significant risk of resulting in a material
adjustment in the year ending 31 December 2021 is set out below in relation to the following notes in relation to other
areas:

+ Note 2 - Land and buildings are recognised at the fair value based on external valuations
« Note 3 — estimation of incremental borrowing for IFRS 16 leases

- Note 7 — Deferred tax;
+  Note 12 — Financial Risk Management:
o determination of the fair value of financial instruments with significant unobservable inputs

o recognition and measurement of contingencies, key assumptions about the likelihood and magnitude of an
outflow of resources.

14



Nedbank Lesotho Limited
(Registration number 182/181)
Financial Statements for the year ended 31 December 2021

Accounting Policies

1.2 Properiy, plant and equipment

Property, plant and equipment are tangible assets which the bank holds for its own use which are expected to be used
for more than one year.

An tem of property, plant and equipment is recognised as an asset when it is probable that future economic benefits
associated with the item will flow te the bank, and the cost of the item can be measured reliably.

Property, plant and equipment is initially measured at cost. Cost includes all of the expenditure which is directly
attributable to the acquisition or construction of the asset, including the capitalisation of borrowing costs on qualifying
assets in respect of hedge accounting, where appropriate.

Expenditure incurred subsequently for major services, additions to or replacements of parts of property, plant and
equipment are capitalised if it is probable that future economic benefits associated with the expenditure will flow fo the
bank and the cost can be measured reliably. Day o day servicing costs are included in profit or loss in the year in which
they are incurred.

Subsequent to initial recognition, property, plant and equipment is measured at cost less accumulated depreciation and
any accumulated impairment losses. Land and buildings are recognised at the revalued amount, which is based on
external valuations obtained every three years on a rotation basis for all properties

Depreciation of an asset commences when the.asset is available for use as intended by management. Depreciation is
charged to write off the asset's carrying amount over its estimated useful life to its estimated residual value, using a
method that best reflects the pattern in which the asset's economic benefits are consumed by the bank. Leased assets
are depreciated in a consistent manner over the shorter of their expected useful lives and the lease term. Depreciation
is not charged to an asset if its estimated residual value exceeds or is equal to its carrying amount. Depreciation of an
asset ceases at the earlier of the date that the asset is classified as held for sale or derecognised.

The useful fives of items of property, plant and equipment have been assessed as follows:

Item Depreciation method  Average useful life
Standard Computer Equipment and Software Straight line 3 years
Specialised Computer Equipment and Software Straight line 10 years
Auto Teller Machine Straight line 5 years
Motor Vehicle Straight line 6 years
Furniture and Fittings Straight line ~ 10vyears
Plant and Equipment Straight line 5 years
Mechanised Equipment Straight line 5 years
Freehold Property Straight line 50 years
Leasehold Property Straight line 5 years

The residual value, useful life and depreciation method of each asset are reviewed at the end of each reporting year. If
the expectations differ from previous estimates, the change is accounted for prospectively as a change in accounting
estimate. Each part of an item of property, plant and equipment with a cost that is significant in relation to the total cost
of the item is depreciated separately.

The depreciation charge for each year is recognised in profit or loss unless it is included in the carrying amount of another
asset.

Impairment tests are performed on property, plant and equipment when there is an indicator that they may be impaired.
When the carrying amount of an item of property, plant and equipment is assessed to be higher than the estimated
recoverable amount, an impairment loss is recognised immediately in profit or loss to bring the carrying amount in line
with the recoverable amount.

15



Nedbank Lesotho Limited
{Registration number 192/191)

Financial Statements for the year ended 31 December 2021

Accounting Policies

1.2 Property, plant and equipment (continued)

1.3

Derecognition

An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits are
expected from its continued use or disposal. Any gain or loss arising from the derecognition of an item of property, plant
and equipment, determined as the difference between the net disposal proceeds, if any, and the carrying amount of the
item, is included in profit or loss when the item is derecognised.

l.eases

The Bank assesses whether a contract is or contains a lease, at inception of a contract. The Bank recognises a right-of-
use asset and a cerresponding lease liability with respect to all lease agreements in which it is the lessee, except for
shori-term leases (defined as leases with a lease term of 12 months or less) and leases of low value assets. For these
leases, the bank recognises the lease payments as an operating expense on a straight-line basis over the term of the
lease.

The lease liability is initially measured at the present value of the lease payments that are not paid at the commencement
date, discounted by using the "incremental borrowing rate”.

The ‘incremental borrowing rate’ is determined as follows:
» the bank’s cost of funds

« Adjust the cost of funds with the liguidity premium used in the JIBAR Spread on Nedbank SA NCDs (Quoted on
Bloomberg)

« Adjust the cost of funds with Credit Default Swaps spreads based on the country’s NGR rating

Lease paymenis included in the measurement of the lease liability comprise:
« fixed rental payments.
» Any variable lease payments not included in the fixed rentals of the lease liability are classified as operating expenses

The lease liability is presented as a separate line in the statement of financial position. The lease liability is subsequently
measured by increasing the carrying amount to reflect interest on the lease liability (using the effective interest method)
and by reducing the carrying amount to reflect the lease payments made.

The bank re-measures the lease liability (and makes a corresponding adjustment to the related right-of-use asset)
whenever:

+ the lease term has changed; or

- alease contract is modified, and the lease modification is not accounted for as a separate lease, in which case the
lease liability is re-measured by discounting the revised lease payments using a revised borrowing rate.

The Bank made such adjustments during the periods presented.

The right-of-use assets comprise the initial measurement of the corresponding lease liability, lease payments made at
or before the commencement day and any initial direct costs. They are subsequently measured at cost less accumulated
depreciation and impairment losses.

Whenever the Bank incurs an obligation for costs to dismantle and remove a leased asset, restore the site on which it is
tocated or restore the underlying asset to the condition required by the terms and conditions of the lease, a provision is
recognised and measured under IAS 37. The costs are included In the related right-of-use asset.

Right-of-use assets are depreciated over the shorter period of lease term and useful life of the underlying asset. The
depreciation starts at the commencement date of the lease.

The right-of-use assets are presented as a separate fine in the statement of financial position.

The bank applies IAS 36 [mpairment of Assets to determine whether a right-of-use asset is impaired and accounts for
any identified impairment loss.

16
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Financial Statements for the year ended 31 December 2021

Accounting Policies

1.4

1.5

intangible assets
Computer Software

If costs can be reliably measured and future economic benefits are available, expenditure on computer software is
capitalised and stated at cost less accumulated amortisation and impairment losses. Amortisation of computer software
is charged to profit or loss on a straight-line basis over the estimated useful lives of these assets. Subsequent
expenditure relating to computer software is capitalised only when it increases the future economic benefits embodied
in the specific asset, in its current condition, to which it relates. All other subsequent expenditure is recognised as an
expense in the period in which it is incurred. On the disposal of computer software, the profit or loss on disposal is
recognised in non-trading and capital items (in the statement of profit or loss and other comprehensive income). The
profit and loss on disposal is the difference between the net proceeds received and the carrying amount of the asset.

Amortisation is provided to write down the intangible assets, on a straight-line basis, to their residual values as follows:

[tem Useful life
Computer Software 3 years

Financial Instruments

Financial assets and financial liabilities

IFRS 9 sets out requirements for recognising and measuring financial assets and financial liabilities.

iy Recognition and initial measurement

The Bank initially recognises ioans and advances, deposits and debt securities issued on the date they are
originated. All other financial instruments (including regular-way purchases and sales of financial assets) are
recognised on the trade date, which is the date on which the Bank becomes a party to the contractual provisions of
the instrument.

A financial asset or financial liability is measured initially at fair value plus, for an item not at fair value through profit
or loss, transaction costs that are directly attributable to its acquisition or issue.

iy Classification
Financial assets

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

= [tis held within a business model whose objective is to hold assets to collect contractual cash flows; and

- Its confractual terms give rise on specific dates to cash flows that are solely payments of principal and interest on
the principal cutstanding.

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

- It is held within a business model whose objective is achieved by both collecting contractual cash flows and setling
financial assets; and

+ lis contractual terms give rise on specific dates to cash flows that are solely payments of principal and interest on
the principal amount outstanding.
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1.5 Financial instruments {continued)
iy Classification
Financial assets

All financial assets not classified as measured at amortised cost or FVOCI as described above are measured at FVTPL.
In addition, on initial recognifion the Bank may irrevocably designate a financial asset that otherwise meets the
requirements to be measured at amortised cost or at FVGOC! as at FVTPL if doing so eliminate or significantly reduces
an accounting mismatch that would ctherwise arise.

a) Fair value through profit or loss (FVTPL), distinguishing between those designated into that category and these
mandatorily  measured at FVTPL.

b)  Fair value through other comprehensive income (FVTOCI) and;
¢}  Amortized cost.

Business models for managing financial assets

i} Held-to-collect business model (measured at amortised cost) where the following are met:

a) The objective is to collect contractual cash flows over life of loan.
b) There is infrequent or insignificant sales incidental to objecfive of business model.
c) Sales consistent with objective if in response to credit deterioration (sale of non-performing loan assets).

i) Held-to-collect-and-self business model (measured at FVTQOCI) where the following are met:

a) Both collecting contractual cash flows and sales are integral to business model.

b) There is more frequent and/or significant level of sales, however not
trading.

iii) Residual (measured at FVTPL} when the following are met:

a) Subsequent measurement of financial assets. Business model is neither a held-to-collect business model nor
a held-to-coliect-and-sell business model.

b)  Collection of contractual cash flows are incidental to the objective of the model.

Subsequent Measurement
The following accounting policies apply to the subsequent measurement of financial assets.

Financial Assets Subsequent measurement
Financial assets at FVTPL Fair value through other comprehensive income
Financial assets at amortised cost Amortised cost using the effective interest method.

The Bank classifies its financial liabilities, other than finandial guarantees and loan commitments, as measured at
amortised cost or fair vatue through profit or loss. However, financial liabilities that arise when a transfer of a financial
asset does not qualify for derecognition or when the continuing involvement approach applies, and financial guarantee
contracts issued by the Bank, are measured in accordance with the specific accounting policies.

Financial liabilities at FVTPL

Financial liabilities are classified as at FVTPL when the financial liability is held for trading or designated as at FVTPL.
A financial liability is classified as held for trading if:

- It has been acquired principally for the purpose of repurchasing it in the near term; or

«  On initial recognition it is part of a portfolio of identified financial instruments that the Bank manages together and
has a recent actual pattern of short-term profit-taking.
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1.5 Finangial instruments (continued)

Financial liabilities

Financial liabilities at FVTPL are measured at fair value, with any gains or losses arising on changes in fair value
recognised in profit or loss. The net gain or loss recognised in profit or loss incorporates any interest paid on the financial
liability.

Gains or losses on financial guarantee contracts issued by the Bank that are designated by the Bank as at FVTPL are
recognised in profit or loss.

Financial liabilities measured subseguently at amortised cost

Financial liabilities that are not held for trading, or designated as at FVTPL, are measured subsequently at amortised
cost using the effective interest method.

The effective interest method is a method of calculating the amortised cost of a financial liability and of allocating interest
expense over the relevant pericd. The effective interest rate is the rate that exactly discounts estimated future cash
payments (including all fees and points paid or received that form an integral part of the effective interest rate, transaction
costs and other premiums or discounts) through the expected life of the financial liability, or (where appropriate) a shorter
period, to the amortised cost of a financial liability.

Offsetting financial instruments

Financial assets and financial liabilities are offset and the net amount reported in the statement of financial position
when, and only when, the Bank currently has a legally enforceable right to set off the amounts and it intends either fo
settle them on a net basis or to realise the asset and settle the liability simultaneously.

Income and expenses are presented on a net basis only when permitted under IFRS, or for gains and losses arising
from a group of simifar transactions such as in the Bank’s frading activity.

Amortised cost measurement

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

The effective interest method is @ method of calculating the amortised cost of a debt instrument and of allocating interest
income over the relevani period.

For financial assets other than purchased or originated credit-impaired financial assets (i.e. assets that are credit-
impaired on initial recognition), the effective interest rate is the rate that exactly discounts estimated future cash receipts
(including all fees and points paid or received that form an integral part of the effective interest rate, transaction costs
and other pramiums or discounts) excluding expected credit losses, through the expected life of the debt instrument, or,
where appropriate, a shorter period, to the gross carrying amount of the debt instrument on initial recognition. For
purchased or originated credit-impaired financial assets, a credit-adjusted effective interest rate is calculated by
discounting the estimated future cash flows, including expected credit iosses, to the amortised cost of the debt
instrument on initial recognition.

The amortised cost of a financial asset is the amount at which the financial asset is measured at initial recognition minus
the principal repayments, plus the cumulative amortisation using the effective interest method of any difference between
that initial amount and the maturity amount, adjusted for any loss allowance. The gross carrying amount of a financial
asset is the amortised cost of a financial asset before adjusting for any loss allowance.
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1.5 Financial instruments (continued)

Amortised cost measurement

Interest income is recognised using the effective interest method for debt instruments measured subsequently at
amortised cost and at FVTOCI. For financial assets other than purchased or originated credit-impaired financial assets,
interest income is calculated by applying the effective interest rate to the gross camying amount of a financial asset,
except for financial assets that have subsequently become credit-impaired. For financial assets that have subsequently
become credit-impaired, interest income is recognised by applying the effective interest rate to the amortised cost of the
financial asset. If, in subsequent reporting periods, the credit risk on the credit-impaired financial instrument improves
50 that the financiat asset is no longer credit-impaired, interest income is recognised by applying the effective interest
rate to the gross carrying amount of the financial asset. The Bank classifies its financial assets in one of the following
categories:

Fair value measurement

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

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

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

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

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

Portfolios of financial assets and financial liabilities that are exposed to market risk and credit risk that are managed by
the Bank on the basis of the net exposure to either market or credit risk are measured on the basis of a price that would
be received to sell a net long position (or paid to transfer a net short position) for a particular risk exposure. Those
portfolio-level adjustments are allocated to the individual assets and liabilities on the basis of the relative risk adjustment
of each of the individual instruments in the portfolio.

The fair value of 2 demand deposit is not less than the amount payable on demand, discounted from the first date on
which the amount could be required to be paid.

The Bank recognizes transfers between levels of the fair value hierarchy as of the end of the reporting period during
which the change has occurred.

Identification and measurement of impairment

The Bank recognises a loss allowance for expected credit losses on financial assets that are measured at amortised
cost and financiat guarantee contracts. The amount of expected credit losses is updated at each reporting date to reflect
changes in credit risk since initial recognition of the respective financial instrument.
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1.5 Financiai instruments (continued)

Identification and measurement of impairment

The Bank recognises lifetime ECL when there has been a significant increase in credit risk since initial recognition.
However, if the credit risk on the financial instrument has not increased significantly since initial recognition, the Bank
measures the loss allowance for that financial instrument at an amount equal to 12-month ECL.

Lifetime ECL represents the expected credit losses that will result from all possible default events over the expected life
of a financial instrument. In contrast, 12-month ECL represents the portion of lifetime ECL that is expected to resutt from
default events on a financial instrument that are possible within 12 months after the reporting date.

Significant increase in credif risk

When determining whether the credit risk (i.e. risk of default) on a financial instrument has increased significantly since
inifial recognition, the Bank considers reasonable and supportable information that is relevant and available without
undue cost or effort, including both quantitative and qualitative information and analysis based on the Bank's historical
experience, expert credit assessment and forward -fooking information.

The Bank primarily identify whether a significant increase in credit risk has occurred for an exposure by comparing:
- The remaining [ifetime probability of default (PD) as at the reporting date; with
«  The remaining lifetime PD for this point in time that was estimated on initial recognition of the exposure

Assessing whether credit risk has increased significantly since initial recognition of a financial instrument requires
identifying the date of initial recogniticn of the instrument. For certain revolving facilities (e.g. overdraft), the date when
the facility was first entered into could be a long time ago. Modifying the contractual terms of a financial instrument may
also affect this assessment.

Despite the foregoing, the Bank assumes that the credit risk on a financial instrument has not increased significantly
since initial recognition if the financial instrument is determined to have low credit risk at the reporting date. A financial
instrument is determined to have low credit risk if:

+ The financial instrument has a low risk of default;

+ The debtor has a strong capacity to meet its contractual cash flow obligations in the near term; and

+ Adverse changes in economic and business conditions in the longer term may, but will not necessarily, reduce the
ability of the borrower to fulfil its contractual cash flow obligations.

The Bank considers a financial asset to have low credit risk when the asset has an rating of ‘performing’. Performing
means that the counterparty has a strong financial position and there is no past due amounts.

For financial guarantee confracts, the date that the Bank becomes a party to the Irmrevocable commitment is considered
to be the date of initial recognition for the purposes of assessing the financial instrument for impairment. In assessing
whether there has been a significant increase in the credit risk since initial recognition of a financial guarantee contract,
the Bank considers the changes in the risk that the specified debtor will default on the contract.

Definition of default

The Bank will consider financial assets to be in default when:

= The borrower is uniikely to pay its credit obligation to the Bank in full, without recourse by the Bank to actions such
as realizing security { if any is held); or

» The borrower is more than 90 days past due on any material credit obligation to the Bank. Overdrafts are considered
past due once the customer has breached an advised limit or been advised of a limit that is smaller than the current
amount outstanding.
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1.5 Financial instruments (continued)

Definition of defauit

This definition is largely consistent with the definition that will be used for regulatory purposes. In assessing whether a
borrower is in default, the Bank will consider indicators that are:

» Qualitative e.g., breaches of covenant
- Quantitative e.g., overdue status and non-payment of another obligation of the same issuer to the Bank; and

+  Based on data developed internaily and obtained from external sources.

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

Credit-impaired financial assets

A financial asset is credit-impaired when one or more events that have a detrimenial impact on the estimated future
cash flows of that financial asset have occurred. Evidence that a financial asset is credit-impaired includes observable
data about the following events:

«  Significant financial difficulty of the issuer or the borrower;
+ A breach of coniract, such as a default or past due event; or

« [tis becoming probable that the borrower will enter bankruptcy or other financial reorganisation.

Measurement and Recognition of Expected Credit Losses

The measurement of expected credit losses is a function of the probability of default (PD), loss given default (LGD) and
the exposure at default (EAD).

PD are estimates at a certain date, which are calculated based on statistical rating models and assessed using rating
tools tailored to the various categories of counterparties and exposure. These statistical models are based on internally
compiled data comprising both quantitative and qualitative factors. Where it is available, market data may aiso be used
to derive the PD for large corporate counterparties. If a counterparty or exposure migrates between rating classes, then
this will lead to a change in the estimate of the associated PD. PDs are estimated considering the contractual maturities
of exposure and estimated prepayment rates.

LGD is the magnitude of the likely loss if there is a default. The Bank estimates LGD parameters based on the history
of recovery rates of claims against defaulied counterparties. The LGD models considers the structure, collateral,
seniority of the claim, counterparty industry and recovery costs of any collateral that is integral to the financial asset. For
loans secured by physical property, loan to value (LTV) ratios are key parameters in determining LGD.

EAD represents the expected exposure in the event of a default. The Bank derives the EAD from the current exposure
to the counterparty and potential changes to the current amount aflowed under the contract, including amortisation, and
prepayments. The EAD of a financial asset is the gross carrying amount at default. For lending commitments and
financial guarantees, the EAD of a financial asset is the gross carrying amount at default, as well as potential future
amounts that can be drawn or repaid under the contract which is estimated based on historical observation and forward-
looking forecasts.

If the Bank has measured the loss allowance for a financial instrument at an amount equal to lifetime ECL in the previous
reporting period but determines at the current reporting date that the conditions for lifetime ECL are no longer met, the
Bank measuras the loss allowance at an amount equal to 12-month ECL at the current reporting date.

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

Measurement and Recognition of Expected Credit Losses

Objective evidence that financial assets are impaired includes;

a) Significant financial difficulty of the borrower or issuer.

by Befault or delinquency by a borrower;

c) The restructuring of a loan or advance by the Bank on terms that the Bank would not otherwise consider;
d) fIndications that a borrower or issuer will enter bankrupicy;

e) The disappearance of an active market for a security, or

f) (D) Observable data reiating to a group of assets such as adverse changes in the payment status of borrowers or
issuers in the group, or economic conditions that correlate with defaults in the group.

IFRS 8 Expected Credit Loss (ECL) model is forward looking. These ECL estimates incorporates forward-looking
information, such as macroeconomic forecasts, which are updated at each reporting date to reflect changes in the credit
risk of the underlying financial instruments.

Classification of financial assets in three different stages, which determine the ECL quantification approach:

. Stage 1: Financial assets without objective evidence of impairment, for which the credit risk at reporting date
has not significantly increased since initial recognition.

. Stage 2: Financial assets without objective evidence of impairment, for which the credit risk at reporting date
has significantly increased since initial recognition.

° Stage 3: Financial assets with objective evidence of impairment.

Financial assets in stage 1 are subject to a 12-month ECL, i.e. ECL on possible default events in the next 12 months
from the reporting date, whereas financial assets in stage 2 are subject to a (higher) lifetime ECL, i.e. ECLs on any
possible default event between the reporting date and the end of the lifetime of the financial asset.

Financial assets in stage 3 are also subject to a lifetime ECL. However, ECL is based on the difference between the
gross carrying amount of the asset and the present value of estimated future cash flows, including expected realisations
of any security held, discounted at the original effective interest rate of the financial asset, as the asset is already in
default.

If the terms of a financial asset are renegotiated or modified or an existing financial asset is replaced with a new one
due to financial difficulties of the borrower, then an assessment is made of whether the financial asset should be
derecognised. If the cash flows of the renegotiated asset are substantially different, then the contractual rights to cash
flows from the original financial asset are deemed to have expired. In this case, the original financial asset is
derecognised, and the new financial asset is recognised at fair value. The impairment loss before an expected
resiructuring is measured as follows:

- [If the expected restructuring will not result in derecognition of the existing asset, then the estimated cash flows
arising from the modified financial asset are included in the measurement of the existing asset based on their
expected timing and amounts discounied at the original effective interest rate of the existing financial asset.

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

Impairment losses are recognised in profit or loss and reflected in an allowance account against loans and advances.
Interest on the impaired assets continues to be recognised through the unwinding of the discount. If an event occurring
after the impairment was recognised causes the amount of the impairment loss o decrease, then the decrease in
impairment loss is reversed through profit or loss.
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Write Off Policy

The Bank writes off a [oan, either partially or in full, and any refated allowance for impairment losses, when Bank Credit
determines that there is no realistic prospect of recovery.

Derecognition

Financial assets

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

= ltis held within a business mode! whose objective is to hold assets to collect contractual cash flows; and

« lts confractual terms give rise on specific dates to cash flows that are solely payments of principal and interest on
the principal outstanding.

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

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

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

All financial assets not classified as measured at amortised cost or FVOCI as described above are measured at FVTPL.
In addition, on initial recognition the Bank may imevocably designate a financial asset that otherwise meets the
requirements o be measured at amortised cost or at FVOC| as at FVTPL if doing so eliminate or significantly reduces
an accounting mismatch that would otherwise arise. The Bank derecognises a financial asset when the contractual rights
to the cash flows from the financial asset expire, or when it transfers the rights to receive the contractual cash flows in
a transaction in which substantially all the risks and rewards of ownership of the financial asset are transferred or in
which the Bank neither transfers nor retains substantially all the risks and rewards of ownership and it dees not retain
control of the financial asset.

On derecognition of a financial asset, the difference between the carrying amount of the asset (or the camying amount
allocated to the portion of the asset derecognised) and the sum of (i) the consideration received (including any new
asset obtained iess any new fliability assumed) and (i) any cumulative gain or loss that had been recognised in other
comprehensive income is recognised in profit or loss. Any interest recognized in transferred financial assets that qualify
for derecognition that is created or retained by the Bank is recognized as a separate asset or liability.

The Bank enters into transactions whereby it transfers assets recognised on its statement of financial position but retains
either all risks or rewards of ihe transferred assets or a portion of them. '|In such cases, the transferred assets are not
derecognised. Examples of such transactions are securities lending and sale and repurchase transactions.

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

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

In certain transactions, the Bank retains the obligation to serve the transferred financial asset for a fee. The transferred
asset is derecognized if it meets the derecognition criteria.
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1.5

1.6

1.7

1.8

1.9

Financial instruments (continued)

Financial liabilities

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

Designation at Fair Vaiue Through Profit or Loss

The Bank has designated financial assets and financial liabilities as fair value through profit and loss in either of the
following circumstances:

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

-+ The designation eliminates or significantly reduces an accounting mismatch that would otherwise arise

Loans and Advances

Loans and advances to banks are classified as financial assets at amortised cost.

Loans and advances are initially measured at fair value plus incremental direct fransaction costs, and subsequently
measured at their amortised cost using the effective interest method. When the Bank chooses to designate the loans
and advances as measured at fair value through profit or loss, they are measured at fair value with face value changes
recognised immediately in profit or loss.

Deposits

Deposits are the Bank's sources of debt funding.

Deposits are initially measured are initially measured at fair value minus incremental direct transaction costs, and
subsequently measured at their amortised cost using the effective interest method, except where the Bank designates
liabilites at FVTPL.

Cash and Cash Equivaients

Cash and cash equivalents inciude notes and coins on hand, unrestricted balances held with Central Banks and highly
liquid financial assets with original maturities of three months or less from the acquisition date that are subject fo an
insignificant risk of changes in their fair value and are used by the Bank in the management of its short-term
commitments. Cash and cash equivalents are carried at amortised cost in the statement of financial position.

Impairment of Non-Financial Assets

The bank assesses at each end of the reporting period whether there is any indication that an asset may be impaired.
If any such indication exists, the bank estimates the recoverable amount of the asset. lrrespective of whether there is
any indication of impairment, the bank also:

« Tests intangible assets with an indefinite useful life or intangible assets not yet available for use for impairment
annually by comparing its carrying amount with its recoverable amount. This impairment test is performed during
the annual period and at the same time every period.

» Ifthere is any indication that an asset may be impaired, the recoverable amount is estimated for the individual asset.
If it is not possible to estimate the recoverable amount of the individual asset, the recoverable amount of the cash-
generating unit to which the asset belongs is determined.

« The recoverable amount of an asset or a cash-generating unit is the higher of its fair value less costs to seli and its
value in use.

« Ifthe recoverable amount of an asset is less than its carrying amount, the carrying amount of the asset is reduced
to its recoverable amount. That reduction is an impairment loss.

« An impairment loss of assets carried at cost less any accumulated depreciation or amortisation is recognised
immediately in profit or loss. Any impairment loss of a revalued asset is treated as a revaluation decrease.
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1.2 Impairment of Non-Financial Assets (continued)

« The bank assesses at each reporting date whether there is any indication that an impairment loss recognised in
prior periods may no longer exist or may have decreased. If any such indication exists, the recoverable amounts of
those assets are estimated.

e A reversal of an impairment loss of assets carried at cost less accumulated depreciation or amortisation is
recognised immediately in profit or loss. Any reversal of an impairment loss of a revalued asset is treated as a
revaluation increase.

1.10 Share Capital and Equity

Ordinary shares are recognised at par value and classified as 'share capital' in equity. Any amounts received from the
issue of shares in excess of par value is classified as 'share premium’ in equity. Dividends are recognised as a liability
of the bank in which they are declared and approved by shareholders. Incremental costs directly attributed to the issue
of ordinary shares are recognised as a deduction from equity, net of tax effects.

Dividends on ordinary shares

Dividends on ordinary shares are recognised in equity in the period in which they are approved by the Bank’s
shareholders.

Taxation

Taxation expense, recognised in the statlement of profit and loss and other comprehensive income, comprises both
current and deferred taxation. Income or direct taxation is recognised in profit or loss, except to the extent that it relates
1o items recognised direcily in equity, in which case it too is recognised in equity.

+ Current taxation

Current taxation, recognised in the statement of profit and loss and other comprehensive income, is the expected
tax payable on the taxable income for the year, using taxation rates enacted or substantively enacted as at the
balance sheet date, and any adjustment to taxation payable (pricr period tax paid) in respect of previous years.

o Deferred taxation

Deferred taxation is provided using the balance sheet liability method, based on temporary differences. Temporary
differences are differences between the carrying amounts of assets and liabilities for financial reporting purposes
and their respective taxation bases. The amount of deferred taxation provided is based on the expected manner
of realisation or seftlement of the carrying amount of assets and liabilities and is measured at the taxation rates
(enacted or substantively enacted at the reporting date) that are expected to be applied to the temporary
differences when they reverse.

Deferred taxation is recognised in profit or loss for the period, except to the extent that it relates to a transaction
that is recognised directly in equity, or a business combination that is accounted for as acquisition. The effect on
deferred taxation of any changes in taxation rates is recognised in profit or loss for the period, except to the extent
that it relates to items previously charged or credited directly to equity.

Deferred tax liabilities are generally recognised for all taxable temporary differences, and deferred tax assets are
generally recognised for all deductible temporary differences to the extent that it is probable that taxable profits
will be available against which those deductible temporary differences can be utilised.

Deferred taxation is not recognised for the following temporary differences: the initial recognition of goodwill; the
initial recognition of assets or liabilities in a transaction that is not a business combination and that affects neither
accounting nor taxable profit; and differences relating to investments in subsidiaries and jointly controlled entities
to the extent that they will not reverse in the foreseeable future.
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1.12 Employee benefits

Short-term employee benefits

The cost of short-term employee benefits, (those payable within 12 months after the service is rendered, such as paid vacation
leave and sick leave, bonuses, and non-monetary benefits such as medical care), are recognised in the period in which the
service is rendered and are not discounted.

The expected cost of compensated absences is recognised as an expense as the employees render services that increase
their entitlement or, in the case of non-accumulating absences, when the absence occurs.

The expected cost of profit sharing and bonus payments is recognised as an expense when there is a legal or constructive
obligation to make such payments as a result of past performance.

Defined contribution plans

Payments to defined contribution retirement benefit plans are charged as an expense as they fall due.
Payments made to industry-managed (or state plans) retirement benefit schemes are dealt with as defined contribution plans
where the bank’s obligation under the schemes is equivalent to those arising in a defined contribution retirement benefit plan.

Defined benefit plans

For defined benefit plans the cost of providing the benefits is determined using the projected unit credit method.
Actuarial valuations are conducted on an annual basis by independent actuaries separately for each plan.

Consideration is given to any event that could impact the funds up to the end of the reparting period where the interim valuation
is performed at an earlier date.

Past service costs are recognised immediately to the extent that the benefits are already vested and are otherwise amortised
on a straight-line basis over the average period until the amended benefits become vested.

Actuarial gains or losses within the corridor are not recognised.
Actuarial gains and losses are recoghised in the year in which they arise, in other comprehensive income.

Gains or losses on the curtailment or settlement of & defined benefit plan is recognised when the bank is demonstrably
committed to curtailment or sefflement.

When it is virtually certain that another party will reimburse some or all of the expenditure required to settle a defined benefit
obligation, the right to reimbursement is recognised as a separate asset. The asset is measured at fair value. In all other
respects, the asset is treated in the same way as plan assets. In profit or loss, the expense relating to a defined benefit plan
is presented as the net of the amount recognised for a reimbursement.

The amount recagnised in the statement of financial position represents the present value of the defined benefit obligation as
adjusted for unrecognised actuarial gains and losses and unrecognised past service costs and reduces by the fair value of
plan assets.

Any asset is limited to unrecognised actuarial losses and past service costs, plus the present value of available refunds and
reduction in future contributions to the pian.

1.13 Provisions and Contingencies

A provision is recognised if, as a result of a past event, the Bank has a present legal or constructive obligation that can be
estimated reliably, and it is probable that an outflow of econemic benefits will be required to settle the obligation. Provisions
are determined by discounting the expected future cash flows at a pre-tax rate that reflects current market assessments of
the time value of money and the risks specific to the liability. The unwinding of the discount is recognized as finance cost.
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1.14 Foreign Currency Transactions

Transactions in foreign currencies are translated into Maloti at the date of the fransaction by applying the spot exchange
rate ruling at the transaction date to the foreign currency amounts.

Monetary assets and liabilities in foreign currencies are translated into Maloti at the spot exchange rate ruling at the balance
sheet date.

Exchange differences that arise on the settlement or translation of monetary iterns are recognised in profit or loss in the
period that they arise.

Non-monetary assets and liabilities denominated in foreign currencies that are measured at fair value are translated into
Maloti using the foreign exchange rates ruling at the dates when the fair values were determined.

Non-monetary assets and liabilities denominated in foreign currencies that are measured in terms of historical cost are
converted into Maloti at the spot exchange rate ruling at the date of the transaction and are not subsequently retranslated.

Exchange differences on non-monetary items are recognised consistently with the gains and losses that arise on such items.
For example, exchange differences relating to an item for which gains, and losses are recognised directly in equity are
recognised in equity. Gonversely, exchange differences for non-monetary items for which gains, and losses are recognised
in profit or loss are recognised in profit or loss.

1.15 Interest

Interest income and expense are recognised in profit or loss using the nominal interest rate method, The effective interest
rate will be used being the rate that exactly discounts the estimated future cash payments and receipts through the expected
life of the financial asset or financial liability (or, where appropriate, a shorter period) fo the carrying amount of the financial
asset or financial liability. When calculating the effective interest rate, the Bank will estimate future cash flows considering
all contractual terms of the financial instrument, but not future credit losses.

Interest incorme and expense presented in the statement of profit or loss and other comprehensive income inciude interest
on financial assets and financial liabilities measured at amortised cost calculated on an effective interest basis. Turnover
comprises of sales fo customers and service rendered to customers. Turnover is stated at the invoice amount and is
exclusive of value-added taxation.

1.16 Non-interest revenue

The Bank recognizes revenue to depict the transfer of goods or services to clients at an amount that the entity expects to
be entitled to in exchange for those goods or services. Revenue is recognized based on the satisfaction of performance
obligations. The Bank follows this five-step process: identify the contract with a client; identify the separate performance
obligations in the contract; determine the transaction price; allocate the transaction price to the separate performance
obligations; and recognize revenue when (or as) each performance obligation is satisfied.

Fees and commission

The Bank earns fees and commissions from a range of services it provides to clients and these are accounted for as follows:
Income earned on the execution of a significant act is recognised when the significant act has been performed.

Income eamed from the provision of services is recognised as the service is rendered by reference to the stage of completion
of the service.

Income that forms an integral part of the effective interest rate of a financial instrument is recognised as an adjustrment to
the effective interest rate and recorded in interest income.

Net trading income

Net trading income comprise all gains and losses from changes in the fair value of financial assets and financial habilities
held for trading, together with the related interest, expense, costs and dividends. Interest eamed while holding trading
securities and interest incurred on trading liabilities are reported within non-interest revenue.
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1.16 Non-interest revenue {continued)

Other

Fair value gains or losses on financial instruments at fair value through profit or loss, including derivatives, are included in
noninterest revenue. These fair value gains or losses are determined after deducting the interest component, which is
recognised separately in interest income and expense.

Gains or losses on de-recognition of any financial assets or financial fiabilities are included in non-interest revenue.

1.17 Financial Guarantees and Commitments

Financial guarantees are contracts that require the Bank to make specified payments to reimburse the holder for a loss that
it incurs because a specified debtor fails to make payment when it is due in accordance with the terms of a debt instrument.
‘Loan commitments’ are firm commitments to provide credit under pre-specified ferms and conditions.

Liabilities arising from financial guarantees or commitments to provide a loan at a below-market interest rate are initially
measured at fair value and the initial fair value is amortised over the life of the guarantee or the commitment. The liability is
subsequently carried at the higher of this amortised amount and the present value of any expected payment to setile the
liability when a payment under the contract has become probable. Financial guarantees and commitmenits to provide a loan
at a below-market interest rate are included within other liabilities.

ECL on financial guarantees and loan commitmenis is measured as the present value of expected payments to reimburse
the holder less any amount that the Bank expects to recover.
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Nedbank Lesotho Limited
(Registration number 182/181)

Financial Statements for the year ended 31 December 2021

Notes to the Financial Statements

2. Property, plant and equipment {continued)

Property, plant and equipment encumbered as security

As at 31 December 2021, there were no restrictions on title for the assets and no assets had been pledged as security
(2020: Nil).

Transfers: For Property, transfers relate {o re-classification of leasehold improvements that were classified as furniture and
fittings. Transfer from Capital work in progress was largely due to capitalization of partitioning of new Maseru Mall VAF
offices.

**QOther Changes or Movements: Relates to disposal of two laptops with netbook value of M33 018.

3. Right of Use Assets

2021 2020
M’000 M’G00
Right of Use Assets
Opening Balance 01 January 22 807 30 580
Net movements™ 2577 618
Depreciation (8473 (8 401)
Closing Balance 16 911 22 807
Lease Liabilities
Maturity analysis — contractual undiscounted cash flows
Less than one year 9349 10 543
One to five years 11 441 24 854

20790 35 397
Statement of Financial Position
Current 9309 9 997
Non-current . 10 085 23 977
19 394 24 974

"New lease for Maphoiang ATM and lease modifications (lease term extensions) for Berea Branch and 5 ATMs.

Statement of Profit or Loss

Expenses:
Depreciation 8473 8 401
l.ease interest 1212 1532

Right-of-use assets comprise the initial measurement of the corresponding lease liability, lease payments made at or before
the commencement day, less any lease incentives received and any initial direct costs. They are subsequently measured
at cost less accumutated depreciation and impairment losses.
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Nedbank Lesotho Limited
{Registration number 192/191)

Financial Statements for the year ended 31 December 2021

Notes to the Financial Statements

6.Employee Benefit

The bank sponsors defined benefit plan for qualifying employees. The defined benefit plans are administered by a separate
fund that is [egally separate from the bank. The trustees of the pension fund as required by law to act in the interest of the
fund and of all relevant stakeholders in the plan. The trustees of the pension fund are responsible for the investment policy
with regard to the assets of the fund.

The Bank makes contributions to a defined benefit pension fund that entitles a retired employee to receive an annual pension
payment equivalent to 1/60 of final salary for each year of service that the employee provided. The defined benefit pension
plan is administered by an independent and legally separate entity. The Board of Trustees is composed of employee and
employer representatives who are required to act in the best interests of the plan participants.

2021 2020
M '000 M 000
Reconciliation of net defined benefit liability
Current Service Cost 2748 3,121
Net Interest on Net Defined Benefit Liability (191} {34)
Past Service Cost - -
Expense / (Income) / recognised in Profit and Loss (2 558) (3 087)
Company Contribution 6 694 3859
Re-measurements Recognised in Other Comprehensive Income 4138 772
(Liability) f Asset at the end of the year - -
Current year (Gainy/Loss 13 329 4113
Change in Paragraph 65 Limits {9 190) (3 341)
Re-measurement recognised in Other Comprehensive Income 4138 772
Key assumptions used
Assumptions used on [ast valuation on:
Discount rates used 10.0% 9.90%
Salary Inflation 6.60% 5.70%
General Inflation : 5.60% 4.70%

Sensitivity information

1% increase in inflation

Increase in defined benefit obligation (amount) 134 929 13 368

increase in defined benefit obligation (percentage) 15.0% 15.3%
1% decrease in inflation

Decrease in defined benefit obligation (amount) 103 278 10 817
Decrease in defined benefit obligation (percentage) 12.0% 12.3%
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Notes to the Financial Statements

7. Deferred tax

2021 2020

Movement in Deferred Tax Balances M '000 M '000
Opening Balance 25548 18 555
Charge or Release for the year 652 7183
Deferred tax liability - (190)
26 200 25 548

2021

Net Recognised Netbalance Deferred Tax Deferred Tax
Bafance at inprofitor at31 Dec Asset at 31 Liability at
Amounts in M'000 1Jan 2021 loss 2021 Dec 2021 31 Dec 2021
Property, Plant and Equipment (2 694} 1020 (1674) - (1674)
Provision for leave pay 894 (143) 751 751
Provision for bonus 500 (125) 375 375
Provision for employee share scheme 219 493 712 712
Provision for Audit Fees 588 33 631 631
Provision for legal Costs 173 (11) 162 162
Provision for Retirement Bonus 411 68 479 479
Provision for Bad Debts 28530 (883) 28 847 28 847
Provision for Defined Benefit Plan (2 280) - (2 280) - (2 280)
Revaluation of Property (1 803) - (1 803) - (1 803)
25548 652 26 200 31 957 (5 757)
2020
Amounts in M’000 Net Balance  Recognised Net balance at Deferred Tax Deferred Tax
at 1 Jan 2020 inprofiter 31 Dec 2020 Assetat 31 Liability at 31
joss Pec 2020 Dec 2020
Property, Plant and Equipment (447) (2 247) (2 694) - (2 694)
Provision for leave pay 396 489 894 894
Provision for bonus 875 (375) 500 500
Provision for employee share scheme 259 (40) 219 219
Provision for Audit Fees 229 368 598 598
Provision for legal Costs 148 25 173 173
Provision for Retirement Bonus 389 22 411 411
Provision for Bad Debts 20 599 8,931 29530 - 29530
Provision for Defined Benefit Plan (2 090) (190} (2 280) - {2 280)
Revaluation of Property (1 803) - {1 803) - {1 803)
18 555 6 993 25 548 32325 (6 777)
2021 2020
M '000 M '000
8, Amounts Due from Banks
Foreign Banks (Correspondent Banks) 219 B70 502 052
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Notes to the Financial Statements

2021 2020
M *000 M *000
9. Current Tax Receivable

Balance at the beginning of the year 19 945 16 512
Instalments paid during the year - 10 080
Withholding tax 2926 9 985
Current year charge (6 579) (15 641)
Other Movements™ (4 639) -
Net Tax Receivable 11 653 19 945

* Other movements relate to an adjustment processed to align the Bank's tax balance with the Lesotho Revenue Authority’s
records balance following the reconciliation exercise completed in October 2021,

10. Deposits from Banks

Call and Current Accounts
Placements (Fixed Deposits)

11. Leans and Advances
11.1 Category Analysis
Performing Loans

Overdrafts
Instalment credit
Loans

Non-Performing Loans
frrequiar Accounts
Total Loans and Advances {Gross)

Impairment of Loans and Advances

11.2 Sector Analysis

913 678 666 014
154 388 -
1 068 067 666 014
201 002 166 603
204 522 230 383
989 949 1011908
1365473 1408 894
79 438 77932
1474 911 1 486 826
(114 509) (118 118}
1360 402 1368 707

Concentrations of credit risk (whether on or off statement of financial position) that arise from financial instruments exist for groups
of counterparties when they have similar economic characteristics that would cause their ability to meet contractual obligations to
be similarly affected by changes in economic or other conditions. The major concentrations of credit risk arise by industry and
type of customer in relation to the Bank’s loans and advances to customers and banks.

An analysis of the statement of financial position by economic sector and credit risk concentrations are presented in the table

below in M'QQ0:
Individual loans and overdraft
Business L oans:

Manufacturing

Construction

Wholesale and Trade

Retailers, Catering and Accommodation
Mining and Quarrying

Transport, Storage and Communication
Government and Public Sector

Others

481 298 432 717
8 588 10 766

121 853 99 407
13646 3218
119645 79 511
105 890 157,963
45 892 19 696
62 453 44 126
515 645 639 423
1474911 1486 826

35



Nedbank Lesotho Limited
(Registration number [92/191})

Financial Statementis for the year ended 31 December 2021
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2021 2020
M '000 M '000

11. Loans and Advances (continued)
11.3 Allowance for Impairments
Balance at the Beginning of the Year 118 119 85 254
Impairment Raised During the Year 34318 43 635
Bad Debts Written-off and Reversals/Release 7 (37 928) (10 770)

114 509 118 119
Comprising
Specific Impairments 76 438 77 932
Portfolio Impairments 35071 40 187

114 509 118 119

12. Financial Risk Management

This note presents information about the Bank's exposure to financial risks and the Bank’s management of capital.

Credit risk

i}  Credit quality analysis

i) Collateral held and other credit enhancements

fiiy Offsetting financial assets and financial liabilities) Concentration of credit risk

iv) Impaired loans and advances
Liquidity risk
)  Exposure to liquidity risk

i)y Maturity analysis for financial labilities and financial
asseis

Market risk
i} Interest rate risk
i)  Currency risk

Loans and Advances inherently exposes the bank to credit risk, being the risk that the bank will incur financial loss if counterparties
fail to make payments as they fall due.

In order to mitigate the risk of financial loss from defaults, the bank only deals with reputable counterparties with consistent
payment histories. Sufficient collateral or guarantees are also obtained in all cases. Each counterparty is analysed individually for
creditworthiness before terms and conditions are offered. The analysis involves making use of information submitied by the
counterparties as well as external bureau data (where available). Counterparty credit limits are in place and are reviewed and
approved by credit management committees. The exposure to credit risk and the creditworthiness of counterparties is continuously
monitored.

In determining the amount of expected credit losses, the bank has taken into account any historic default experience, the financial
positions of the counterparties as well as the future prospects in the industries in which the counterparties operate or are employed.
This information has been obtained from the counterparties themselves, as well as from economic reports, financial analyst reports
and various external sources of actual and forecast data and is applied to estimate a probability of default occurring as well as
estimating the loss upon default.
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Nedbank Lesotho Limited

{Registration number 192/191)
Financial Statements for the year ended 31 December 2021

Notes to the Financial Statements

Exposure to interest rate risk
Interest rate risk

The following is a summary of the Bank’s interest rate gap position on non-trading portfolios.

2021 Gross Less than Three Between Three Between  More than Non-

Amounts Months Months and Oneand Five Years Interest
One Year Five Years Sensitive

M‘000 M'000 M'O00 M'000 M'000 M'Q00
Cash and Cash Equivalents 2745 852 1708 933 753 012 - - 283907
Non-Pledged Trading Assets 117 793 14 219 49 257 53 140 - 1177
Amounts Due- from Banks 219670 - - - 2198670
Loans and Advances 1474911 1367 463 - - - 107 448
Total Financial Assets 4558 226 3090615 802 269 53140 - 612202
Depasits from Customers 2 686 067 2293928 384 362 17 - 7760
Deposits from Banks 1 068 067 913 399 100 000 53 140 - 1528
Total Financial Liabilities 3754 134 3207 327 484 362 53157 - 9 288
Interest Rate Gap 804 092 (116 712) 317 907 (17} . - 802914

Gross Less than Three Between Three Betwesen  More than Norn-

Amgunts Months Meonths and Oneand Five Years Interest
2020 One Year Five Years Sensitive
MQaco aroco 000 M'CO0 M'00G MO0
Cash and Cash Equivalents 2363748 1463712 474 000 - - 425038
Non-Pledged Trading Assets 16 126 8 063 8 063 - - -
Amounts Due from Banks 502 052 - - - - 502052
Loans and Advances 1486 825 1374077 - - - 12750
Total Financial Assets 4368 753 2 845 852 482 063 - - 1046 838
Deposits from Customers 2986 398 1512 588 377 345 155 - 1096311
Deposits from Banks 666 014 660 108 - - - 5905
Total Financial Liabilities 3652412 2172697 377 345 155 - 1102 216
Interest Rate Gap 716 341 673 155 104 718 (155} - {61 378)

Sensitivity analysis interest rate risk

The sensitivity analysis on the accrual book is measured by the change in DVO1(Doilar value of 01) that measures the change in
value of the accrual portfolio due to a 1 basis point parallel move in the interest rates. As at 31 December 2021 a 100-basis point
parallel increase in the interest rates with all other variables held constant would have resulted in a pre-tax profit movement of
M10 100 (2020: M 7 150)
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Nedbank Lesotho Limited
(Registration number 192/191)
Financial Statements for the year ended 31 December 2021

Notes to the Financial Statements

Fair value of Financial Instruments

Valuation models

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

Level 1:; Inputs that are quoted market prices (unadjusted) in active markets for identical instruments.

Level 2: Inputs other than guoted prices included within Level 1 that are observable either directly (i.e., as prices) or indirectly
(i.e. derived from prices). This category includes instruments valued using quoted market prices in active markets for similar
instruments; guoted prices for identical or similar instruments in markets that are considered less than active; or other valuation
techniques in which all significant inputs are directly or indirectly observable from market data; and

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

Valuation technigues include net present value and discounted cash flow models, comparison with similar instruments for which
observable market prices exist and other valuation models. Assumptions and inputs used in valuation technigues include risk-
free and benchmark interest rates, credit spreads and other premia used in estimating discount rates, bond prices, foreign
currency exchange rates and expected price volatilities and correfations. The objective of valuation techniques is to arrive at a
fair value determination that reflects the price of the financial instruments at the reporting date that would have been determined
by market participants acting at arm’s length.

The table below analyses financial instrumenis measured at fair value at the end of the reporting period, by the leval in the fair
value hierarchy into which the fair value measurement is categorised:

2021 Level 1 Level 2 Level 3 Total
M’000 M'000 M'000 M’0C0

Assets

Non-Pledged Trading Assets - - - -

Derivative Assets - -

Liabilities - - - -

Derivative Liabilities - - - -

Level 1 Level 2 Level 3 Total

2020 M000 M 000 M'000 M000

Assets

Non-Pledged Trading Assets - 16 128 - 16126

Derivative Assets 9412 9412
- 25 538 - 25 538

Liabilities - 8 443 - 8 443

Derivative Liabilities - 8 443 - 8 443

Level 2: the fair value is determined using valuation models with directly or indirectly market observabls inputs. Currently, non-
pledged assets, consisting of treasury bills, are carried at cost as the effect of fair valuing is not material as they are short term

in nature {less than one year). Derivative assets and liabilities are valued using Nedbank Group CIB internal model based on
market related inputs

There were no transfers from levef 1 to level 2 fair values
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Nedbank Lesotho Limited
(Registration number 192/191)

Financial Statements for the year ended 31 December 2021

Notes to the Financial Statements

Financial Instruments not measured at Fair Value.

31 December 2021 Level 1 Level 2 Level 3 Total
M'000 M 000 M'000 M'000
Assets
Cash and Cash Equivalents - 2745852 2745852
Non-Pledged Trading Asseis - 117 783 117 793
Amounts Due from Banks - 219670 218 670
Loans and advances - 1474 911 1474 911
- 4 558 226 4 558 226
Liabilities
Deposits from Customers - 2 686 067 2 686 067
Deposits from Banks - - 1068 0567 1068 067
- 3754134 3754134
31 December 2020
Level 1 Level 2 Level 3 Total
M'000 M'O00 M'000 M'000
Assets
Cash and Cash Equivalents - 2 363 749 - 2363749
Non-Pledged Trading Assets - 16 126 - 16 126
Amounts Due from Banks - 502 052 - 502 052
Loans and Advances - 1 486 826 - 1486 826
- 4 363 753 - 4 368 753
Liabilities
Deposits from Customers - 2 986 308 - 2 986 398
Deposits from Banks - 666 014 - 666 014
- 3684412 - 3684412
13. Cash and cash equivalents
Cash and cash equivalents consist of:
2021 2020
M'000 M 000
Banknotes and coins 101 169 89 952
Balance with Central Bank of Lesotho 165 927 319 128
Balance with Group 1288 435 1138 045
Balance with other banks 1191 100 816 8768
Impairments (779) (252)
2745 852 2 363 749
Subject to 12 Credit Total
Amounts in M’'000 Months ECL  Impairment
Balance 01 January 2021 252 - 252
Net-re-measurement increase or decrease in allowances 527 - 527
Balance 31 December 2021 779 - 779




Nedbank Lesotho Limited
(Registration number 192/191)
Financial Statements for the year ended 31 December 2021

Notes to the Financial Statements

14. Share Capital

2021 2020
M’000 M'000
Authorised 30 000 30 000
30 million ordinary shares of M1 each
Issued and Fully Paid
Issued and fully paid 20 million ordinary shares of M1 each 20 000 20 000

The holders of ordinary shares are entitled to receive dividends as declared from time to time and to vote at meetings of
the Bank.

15. Reserves

Statutory Reserves
It is the requirement in terms of section 22 of the Financial Institutions Act number 3 of 2012

20 000 20 000
Revaluation Reserves:
Balance 01 January 2021 27 454 19385
Revaluation of Bank properties - 8 069
Balance 31 January 2020 27 454 27 454
Total Reserves 47 454 47 454
Attributable to Non-controlling Interest - -
Attributable to Ordinary Shareholders 47 454 47 454

16. Deposits from Customers

Demand Deposits 1899 939 2 693 886
Savings Accounts 321 684 211 341
Other Customer Deposits 464 444 81172

2686 067 2986 398

Exposure to liquidity risk

Refer to note Financial instruments and financial risk management for details of liquidity risk exposure and management.

Sector Analysis

individual
n i\.” uals 446 794 416 385
Business 2238273 2570033

2686 067 2986398

17. Other Liabilities

Major Provisions/Reserves 7043 7134
Provision for Bonus 4 349 2877
Post Retirement Benefit 1917 1,645
Provision for Leave Pay 3002 3577

" Sundry Creditors 28 316 18 351
Credit Items in Transit 124 467 97 185
Provision for Off-Balance Sheet ltems 664 310
168 758 131 079
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Nedbank Lesotho Limited
(Registration number 192/191)
Financial Statements for the year ended 31 December 2021

Notes to the Financial Statements

18. Deferred Revenue

2021 2020
M’000 M'000
Opening Batance 15180 12775
2018 Write Back (1204) (1 204)
2019 Wiite Back (2 248) (2 548)
2020 Write Back (1727 -
Current year deferred income 8177 6 157
Closing Balance 18 178 15180
19. Interest Income
Cash and Cash Equivalents 88125 120 058
Treasury Bills 3009 7019
L.oans and Advances 153 841 177 198
244 975 304 276
20. Interest Expense
Current and Demand Accounts 47 859 104 718
Savings Accounts 1209 1,494
Term Deposits 22 288 4,501
Lease Liability Interest 1212 1,532
72 566 112 224
21. Non-Interest Revenue
Fees and Commission Income 96 649 85170
Gains from Securities Dealings 10 479 8918
107 128 94 083
22. Impairments of Financial Instruments
Specific Impairmants 38 769 41 183
Portfolio Impairments (3573) 3005
Bad debs Recovered (8 418) 8 914)
Total Impairments 26 780 35 364
23. Other Operating Expenses
Audit Fees ) 2786 2308
Communication and Travel 4 977 5592
Computer Processing 21312 16,116
Directors Emoluments 745 734
Insurance : 1385 2 261
Management Fees 47 819 46 876
Marketing and Public Relations 2787 2608
Qccupation and Accommeodation 9 888 11 751
Other Operating Expenses 20 143 21448
Other Professional Fees 5428 6 071

Stationery and Consumables 1429 1198
' 118 509 116 959
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Nedbank Lesotho Limited
(Registration number 192/181)
Financial Statements for the year ended 31 December 2021

Notes to the Financial Statements

2021 2020

M '000 M '000
25. Cash generated from operating activities
Profit after taxation 28 129 26 870
Adjustments for:
Depreciation of Property, Plant and Equipment 8 701 9159
Amonrtisation of intangible assets 19 22
Impairment of Loans and Advances 34 318 35 364
Lease Liability Interest 1212 -
Re-measurement of employee benefits (4 138) (772)
Interest Income (244 975) (304 278)
Interest Expense 72 566 112 244
Tax Expense 5927 8675
Gain on Disposal 2 {7
Right of use Assets Depreciation . 8473 8 401
Changes in working capital:
Loans and Advances (26 013) 109 501
Amounts Due from Banks 282 382 (349 272)
Non pledged Trading Assets (101 667) 245 991
Derivative Assets 9412 (9 412)
Other Assets 10 721 (2 525)
Deposits from Customers (300 331) 124 776
Deposits from Banks 402 053 129 502
Derivative liabilities (8 443) 8443
Other Liabilities 43 389 77 968
Cash generated from operating activities 221737 230 450

26, Related parties
26.1 Related Party Disclosure

Nedbank Lesotho Limited is a subsidiary of Nedbank Group Limited (Incorporated in South Africa). Nedbank Group Limited
also owns Nedbank South Africa and Nedbank Namibia, Swaziland and London

26.2 Related Party Balances

Short-term Deposits with Group Banks 1288 435 1138 045
Obligations to Group Banks {166 679) (14 348)
1121756 1123 699

26.3 Related party transactions
Distribution
Dividends paid to immediate holding company - -

Income

Interest Income from group banks 53074 85992
Expenses

interest Expense (1247) (3417)
Management fees charged by Nedbank Group (31 800) (47 003)
Project fees (28 406) (12 580)
Net (expense)/income (8 379) 22982
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Nedbank Lesotho Limited

(Registration number 192/191)
Financial Statements for the year ended 31 December 2021

Notes to the Financial Statements

27. Contingent Liabilities

2021 2020

M000 M'000
Guarantees 62 319 16 435
Committed undrawn facilities 107 269 71 156
Committed capital expenditure - 51

169 588 87 642

28. Directors' Remuneration

The Bank's policy on remuneration of executive and non-executive directors is fair and reasonable and takes into account
what is offered by the market and competition, in line with the unique circumstances of the Bank and complexities of the

business.

The total remuneration paid to non-executive directors for the year ended 31 December 2021 amounted to M 745k (2020: M

734k).
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