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Introduction

Guaranty Trust Holding Company Plc (“the Parent” or the “Company”) and its Subsidiaries (hereafter
referred to as 'the Group') Consolidated Financial Statements complies with the applicable legal
Requirements of the Nigerian Securities and Exchange Commission regarding Annual Financial Statements
and comprises Separate and Consolidated Financial Statements of the Group for the period ended 30 June
2022. The consolidated and separate financial statements have been prepared in accordance with
International Financial Reporting Standards issued by the International Accounting Standards Board and
adopted by the Financial Reporting Council of Nigeria. For better understanding, certain disclosures and
some prior year figures have been presented in line with current year figures. Due to rounding, numbers
presented throughout this document may not add up precisely to the totals provided and percentages
may not precisely reflect the absolute figures.
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Corporate Governance
Introduction

Guaranty Trust Holding Company Plc (GTCO) remains committed to its founding values which endeared the
brand to millions of people across Africa and beyond, and which continues to drive financial success. As a
Proudly African and Truly International brand, the Company will continue to live by these values of excellence,
hard work and integrity, even as we create faster, cheaper, safer and more diverse products for people and
businesses of varied types and sizes.

As a Company, we will continue to subject our operations to the highest standards of corporate governance,
which is an essential foundation for sustainable corporate success. In view of globalization, digitalization and
increased penetration of artificial intelligence in the World and specifically in the financial industry, the resolve
to maintain good corporate governance principles is important to us. We are committed to upholding the
creed and principles of good Corporate Governance in all our operations and implementing initiatives that will
improve corporate governance for the benefit of all stakeholders.

The Company is publicly quoted on The Nigerian Exchange Limited with Global Depositary Receipts (GDRs)
listed on the London Stock Exchange and we remain dedicated to our duties and pledge to safeguard and
increase investor value through transparent corporate governance practices. Our Code of Corporate
Governance provides a robust framework for the governance of the Board and the Company. The Company
ensures compliance with the Code of Corporate Governance for Public Companies issued by the Securities and
Exchange Commission (“the SEC Code”), the revised Code of Corporate Governance for Banks and Discount
Houses in Nigeria issued by the Central Bank of Nigeria (“the CBN Code”) in May 2014, the Financial Reporting
Council’s National Code of Corporate Governance, 2018 (“the FRC Code”), as well as disclosure requirements
under the Disclosure and Transparency Rules of the Financial Conduct Authority (FCA), United Kingdom, which
are applicable to non-United Kingdom companies with Global Depositary Receipts (GDRs) listed on the London
Stock Exchange.

The Company’s Code of Corporate Governance aligns with legal and regulatory requirements and global best
practices, in order to remain a pace setter in the area of good corporate governance practices. In addition to
the Code, the Company aggressively promotes its core values to its employees through its Code of Professional
Conduct; its Ethics Policy as well as Communications Policy, which regulate employee relations with internal
and external parties. This is a strong indicator of the Company’s determination to ensure that its employees
remain professional at all times in their business practices. The Company also has a culture of openness in
which healthy discourse is encouraged and employees are mandated to report improper activities.

The Company’s subsidiaries handle Banking, Payments, Pension Fund Administration and Asset Management.
The Subsidiaries will be guided by established governance principles which are aligned to the Company’s
standards in addition to meeting the relevant regulatory requirements in their areas of operation. The
subsidiaries have their own distinct boards and comply with the statutory and regulatory requirements of the
businesses they operate. The subsidiaries operate under a corporate governance structure that enables their
boards to balance their roles in performing their oversight and strategic functions in ensuring compliance with
the regulatory requirements that apply in their areas of operation and the standards and acceptable risk
tolerance parameters adopted by the Company. In this regard, the Subsidiaries are aligned with the corporate
governance framework of the Company.

The Company complies with the requirements of the Central Bank of Nigeria (“CBN”) in respect of internal
review of its compliance status with defined corporate governance practices and submits reports on the
Company’s compliance status to the CBN. The Company also conducted an Annual Board and Directors’
Evaluation and Appraisal covering all aspects of the Boards’ structure, composition, responsibilities, processes
and relationships, in compliance with the requirement of the CBN and FRC Codes. To conduct the Annual Board
Evaluation and Appraisal for the financial year ended December 31, 2021, the Board engaged the consultancy
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firm of Ernst & Young. The independent consultants carried out a comprehensive review of the effectiveness
of the Board by evaluating the performance of the Board, the Board Committees and Directors. The report of
the Evaluation and Appraisal was presented to Shareholders at the 1st Annual General Meeting of the
Company.

The Board Evaluation and Appraisal report for the financial year ended December 31, 2021, by the
independent consultants to the Board revealed that the Company was in substantial compliance with the
provisions of the FRC Code.

Governance Structure
The Board

The Board of Directors is responsible for the governance of the Company and is accountable to shareholders
for creating and delivering sustainable value through the management of the Company’s business.

The Board is committed to the highest standards of business integrity, ethical values and governance; it
recognises the responsibility of the Company to conduct its affairs with transparency, prudence, fairness,
accountability and social responsibility, thereby safeguarding the interests of all stakeholders.

The Board ensures that an appropriate level of checks and balances is maintained, in order to ensure that
decisions are taken with the best interest of the Company’s stakeholders in mind. Directors of the Company
possess the right balance of expertise, skills and experience, which translates to an effective Board and an
executive management team capable of steering the affairs of the Company in an ever changing and
challenging environment. The Board has put in place a robust appointment and effective succession planning
framework to ensure continuity in the right people to drive the business of the Company in the desired
direction.

The Board determines the overall strategy of the Company and follows up on its implementation, supervises
the performance of the Subsidiaries and ensures adequate management, thus actively contributing to
developing the Group as a focused, sustainable and global brand.

The synergy between the Board and Management fosters interactive dialogue in setting broad policy
guidelines in the management and direction of the Group to enhance optimal performance and ensure that
associated risks are properly managed. Furthermore, the Board plays a central role in conjunction with
Management in ensuring that the Group is financially strong, well governed and risks are identified and well
mitigated.

In addition to the Board’s direct oversight, the Board exercises its oversight responsibilities through three (3)
Standing Committees in addition to the Statutory Audit Committee of the Company, namely; Board Risk
Management and Audit Committee, Board Governance, Nominations and Remuneration Committee and
Board Information Technology Strategy Committee. In addition to the Board Committees, the Statutory Audit
Committee of the Company also performs its statutory role as stipulated by the Companies and Allied Matters
Act (2020).

Members of the Board of Directors are seasoned professionals, who have excelled in various sectors including
banking, accounting, oil and gas and Corporate Strategy. They possess the requisite integrity, skills and
experience to bring to bear independent judgment on the deliberations of the Board and decisions of the
Board (without prejudice to Directors’ right to earn Directors’ fees and hold interest in shares). They have a
good understanding of the Group’s businesses and affairs to enable them properly evaluate information and
responses provided by Management, and to provide objective challenge to management.

Directors are prepared to challenge each other’s assumptions, beliefs or viewpoints as necessary for the good
of the Company and question intelligently, debate constructively and make decisions dispassionately.



Co rpo rate Governance Guaranty Trust Holding Company and Subsidiary Companies

Two (2) of the Non-Executive Directors are “Independent Directors”, appointed based on the core values
enshrined in the Company’s Code of Corporate Governance and the criteria laid down by the CBN for the
appointment of Independent Directors. In compliance with the provisions of the new requirements of the
Companies and Allied Matters Act (2020), the Company is in the process of appointing the third Independent
Non-Executive Director and appropriate announcements will be made upon receipt of relevant regulatory
approvals. The Independent Directors do not have any significant shareholding interest or any special business
relationship with the Company.

The Board meets quarterly and additional meetings are convened as required. Material decisions may be taken
between meetings by way of written resolutions, as provided for in the Articles of Association of the Company.
The Directors are provided with comprehensive group information at each of the quarterly Board meetings
and are also briefed on business developments between Board meetings.

The Board met twice during half year ended June 30, 2022.
Responsibilities of the Board

The Board has ultimate responsibility for determining the strategic objectives and policies of the Company to
deliver long-term value by providing overall strategic direction within a framework of rewards, incentives and
controls.

The Board has delegated the responsibility for day-to-day operations of the Company to Management and
ensures that Management strikes an appropriate balance between promoting long-term growth and
delivering short-term objectives. In fulfilling its primary responsibility, the Board acknowledges the
relationship between good governance and risk management practices, in relation to the achievement of the
Group’s strategic objectives and good financial performance.

Notwithstanding the delegation of the operation of the Company to Management, the Board reserved certain
powers which include the approval of quarterly, half-yearly and full year financial statements (whether audited
or unaudited) and any significant change in accounting policies and/or practices; approval of major changes
to the Company’s corporate structure and changes relating to the Company’s capital structure or its status as
a public limited company; the determination and approval of the strategic objectives and policies of the
Company to deliver long-term value; approval of the Company’s strategy, medium and short term plan and its
annual operating and capital expenditure budget; appointment or removal of Group Company Secretary;
recommendation to shareholders of the appointment or removal of auditors and the remuneration of
Auditors; approval of resolutions and corresponding documentation for shareholders in general meeting(s),
shareholders circulars, prospectus and principal regulatory filings with the Regulators.

Other powers reserved for the Board are the determination of Board structure, size and composition, including
appointment and removal of Directors, succession planning for the Board and senior management and Board
Committee membership; approval of mergers and acquisitions, establishment of subsidiaries; approval of
remuneration policy and packages of the Group Chief Executive Officer and other Board members, approval
of the Board performance evaluation process, corporate governance framework; approval of policy
documents on significant issues including Enterprise-wide Risk Management, Human Resources, Corporate
governance, and approval of all matters of importance to the Company as a whole because of their strategic,
financial, risk or reputational implications or consequences.

Roles of Chairman and Chief Executive

The roles of the Chairman and Group Chief Executive are separate and no one individual combines the two
positions. The Chairman’s main responsibility is to lead and manage the Board to ensure that it operates
effectively and fully discharges its legal and regulatory responsibilities. The Chairman is responsible for
ensuring that Directors receive accurate, timely and clear information to enable the Board take informed
decisions and provide advice to promote the success of the Group. The Chairman also facilitates the
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contribution of Directors and promotes effective relationships and open communications between Executive
and Non-Executive Directors, both inside and outside the Boardroom.

The Board has delegated the responsibility for the day-to-day management of the Company to the Group Chief
Executive Officer, who is supported by Executive Management. The Group Chief Executive Officer executes
the powers delegated to him in accordance with guidelines approved by the Board of Directors. Executive
Management is accountable to the Board for the development and implementation of strategies and policies.
The Board regularly reviews group performance, matters of strategic concern and any other matter it regards
as material.

Director Nomination Process

The Board Governance, Nominations and Remuneration Committee is charged with the responsibility of
leading the process for Board appointments and for identifying and nominating suitable candidates for the
approval of the Board.

With respect to new appointments, the Board Governance, Nominations and Remuneration Committee
identifies, reviews and recommends candidates for potential appointment as Directors. In identifying suitable
candidates, the Committee considers candidates on merit against objective criteria and with due regard for
the benefits of diversity on the Board, including gender as well as the balance and mix of appropriate skills
and experience.

Shareholding in the Company is not considered a criterion for the nomination or appointment of a Director.
The appointment of Directors is subject to the approval of the shareholders and the Central Bank of Nigeria.

Induction and Continuous Training

Upon appointment to the Board and to Board Committees, all Directors receive an induction tailored to meet
their individual requirements.

The induction, which is arranged by the Group Company Secretary, may include meetings with senior
management staff and key external advisors, to assist Directors in acquiring a detailed understanding of the
Company’s operations, its strategic plan, its business environment, the key issues the Company faces, and to
introduce Directors to their fiduciary duties and responsibilities.

The Company attaches great importance to training its Directors and for this purpose, continuously offers
training and education from onshore and offshore institutions to its Directors, in order to enhance their
performance on the Board and the various committees to which they belong.

Members of the Board

The Board is comprised of Mr. Sola Oyinlola as Chairman, Mr. Segun Agbaje as the Group Chief Executive
Officer, Mrs. Cathy Echeozo as Non-Executive Director, Mr. Suleiman Barau and Mrs. Helen Bouygues as
Independent Non-Executive Directors and Mr. Adebanji Adeniyi as Executive Director. The Central Bank of

Nigeria has approved the appointments and the Directors were approved by Shareholders at the 1st Annual
General Meeting.

Changes on the Board

In the course of the half year ended June 30, 2022, there was no change on the Board.
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Non-Executive Directors’ Remuneration

The Company’s policy on remuneration of Non-Executive Directors is guided by the provisions of the CBN Code
which stipulates that Non-Executive Directors’ remuneration should be limited to sitting allowances, Directors’
fees and reimbursable travel and incidental expenses.

Details of remuneration paid to Executive and Non-Executive Directors is contained in Note of this report.
Board Committees

The Board carries out its responsibilities through its Standing Committees, which have clearly defined terms
of reference, setting out their roles, responsibilities, functions and scope of authority. The Board has three (3)
Standing Committees in addition to the Statutory Audit Committee of the Company, namely; Board Risk
Management and Audit Committee, Board Governance, Nominations and Remuneration Committee and
Board Information Technology Strategy Committee.

Through these Committees, the Board will be able to effectively carry out its oversight responsibilities and
take advantage of individual expertise to formulate strategies for the Company and its Subsidiaries. The
Committees make recommendations to the Board, which retains responsibility for final decision making.

All Committees in the exercise of their powers so delegated conform to the regulations laid down by the Board,
with well-defined terms of reference contained in the Charter of each Committee. The Committees render
reports to the Board at the Board’s quarterly meetings.

A summary of the roles, responsibilities, composition and frequency of meetings of each of the Committees
are as stated hereunder:

Board Risk Management and Audit Committee

This Committee is tasked with the responsibility of setting and reviewing the Company’s risk policies and has
oversight of audit functions, without prejudice to the statutory Audit Committee established in compliance
with CAMA, which is not considered a board committee.

The Terms of Reference of the Board Risk Management and Audit Committee includes to:

¢ Review and recommend for the approval of the Board, the Company’s Risk Management Policies including
the risk profile and limits;

¢ Determine the adequacy and effectiveness of the Company’s risk detection and measurement systems and
controls;

¢ Evaluate the Group’s internal control and assurance framework annually, in order to satisfy itself on the
design and completeness of the framework relative to the activities and risk profile of the Company and its
subsidiaries;

e Oversee Management’s process for the identification of significant risks across the Company and the
adequacy of risk mitigation, prevention, detection and reporting mechanisms;

¢ Review and recommend to the Board for approval, the contingency plan for specific risks;

* Review the Company’s compliance level with applicable laws and regulatory requirements which may impact
on Company'’s risk profile;

¢ Conduct periodic review of changes in the economic and business environment, including emerging trends
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and other factors relevant to the Company’s risk profile;

» Keep the effectiveness of the Company’s system of accounting, reporting and internal control under review
and to ensure compliance with legal and agreed ethical requirements;

e Review the activities, findings, conclusions and recommendations of the external auditors relating to the
Company’s annual audited financial statements;

* Review the Management Letter of the External Auditor and Management’s response thereto;

* Review the appropriateness and completeness of the Company’s statutory accounts and its other published
financial statements;

¢ Oversee the independence of the external auditors;

¢ Receive a summary of whistle blowing cases reported and the result of the investigation from the Head of
Internal Audit;

¢ Handle any other issue referred to the Committee from time to time by the Board.
The Heads of Risk and Compliance and Internal Audit of the Company present regular briefings to the
Committee at its meetings.

The Committee meets quarterly and additional meetings are convened as required. The Committee met twice
during the half year ended June 30, 2022.

The Board Risk Management and Committee comprised the following members during the period under
review:

1. Mrs. C. N. Echeozo Non-Executive Director Chairman 28-Jan-2022
25-Apr-2022
2. Mr. J. K. O. Agbaje Group Chief Executive Officer Member 28-Jan-2022
25-Apr-2022
3. Mrs. H. L. Bouygues Non-Executive (Independent) Director = Member 28-Jan-2022
25-Apr-2022
4. Mr. A. |. Adeniyi Executive Director Member 28-Jan-2022
25-Apr-2022

Board Governance, Nominations and Remuneration Committee

This Committee is responsible for the approval of human resource matters, identification and nomination of
candidates for appointment to the Board and Board governance issues such as induction and continuous
education, approval of promotion of top management staff, corporate governance, succession planning,
conflict of interest situations and compliance with legal and regulatory provisions. The Committee is also
responsible for setting the principles and parameters of Remuneration Policy across the Company,
determining the policy of the Company on the remuneration of the Group Chief Executive Officer and other
Executive Directors and to approve the policy relating to all remuneration schemes and long-term incentives
for employees of the Company.
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The Committee has oversight on strategic people issues, including employee retention, equality and diversity
as well as other significant employee relations matters.

The membership of the Committee is as follows:

S/NO NAME STATUS DESIGNATION
1 Mr. S. Barau Non-Executive (Independent) Director Chairman
2 Mrs. C. N. Echeozo Non-Executive Director Member
3 Mrs. H. L. Bouygues Non-Executive (Independent) Director Member

The Committee is required to meet at least twice a year, and additional meetings may be convened as the
need arises. The Committee met once during the half year ended June 30, 2022.

Board Information Technology Strategy Committee

The Board Information Technology Strategy Committee is responsible for the provision of strategic guidance
to Management on Information Technology issues and monitoring the effectiveness and efficiency of
Information Technology within the Group and the adequacy of controls.

The Terms of Reference of the Board Information Technology Strategy Committee include to:

e  provide advice on the strategic direction of Information Technology issues in the Group;

e inform and advise the Board on important Information Technology issues in the Group;

e monitor overall Information Technology performance and practices in the Group.

The Board Information Technology Strategy Committee comprised the following members during the period
under review:

S/No Name Status Designation
1 Mrs. H. L. Bouygues Non-Executive (Independent) Director Chairman
2 Mr J. K. O. Agbaje Group Chief Executive Officer Member
3. Mrs. C. N. Echeozo Non-Executive Director Member

The Committee is required to hold its Meetings twice in a year. The Committee met once during the half year
ended June 30, 2022.

Statutory Audit Committee

This Committee is responsible for ensuring that the Company complies with all the relevant policies and
procedures both from the regulators and as laid-down by the Board of Directors. Its major functions include
the approval of the annual audit plan of the internal auditors, review and approval of the audit scope and plan
of the external auditors, review of the audit report on internal weaknesses observed by both the internal and
external auditors during their respective examinations and to ascertain whether the accounting and reporting
policies of the Company are in accordance with legal requirements and agreed ethical practices.

The Committee also reviews the Company’s annual and interim financial statements, particularly the
effectiveness of the Company’s disclosure controls and systems of internal control as well as areas of judgment
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involved in the compilation of the Company’s results. The Committee is responsible for the review of the
integrity of the Company’s financial reporting and oversees the independence and objectivity of the external
auditors, review and ensure that adequate whistle blowing procedures are in place and that a summary of
issues reported are highlighted to the Committee and review the independence of the external auditors and
ensure that where non-audit services are provided by the external auditors and there is no conflict of interest.

The Committee has access to external auditors to seek explanations and additional information, while the
internal and external auditors have unrestricted access to the Committee, which ensures that their
independence is in no way impaired.

The Committee is made up of two (2) Non-Executive Directors and three (3) Shareholders of the Company
appointed at Annual General Meetings. The membership of the Committee at the Board level is based on
relevant experience of the Board members, while one of the shareholders serves as the Chairman of the
Committee.

The internal and external auditors are invited from time to time to attend the Meetings of the Committee. The
Chief Financial Officer and appropriate members of Management also attend the meetings upon invitation.
The Committee is required to meet quarterly and additional meetings may be convened as the need arises.

The Statutory Audit Committee of the Company met twice during the year. The following members served on
the Committee during the half year ended June 30, 2022:

S/No Name Status Designation Dates of Attendance
1 Mrs. S. O. J. Mbagwu- | Shareholders’ Chairman 28-Jan-2022
Fagbemi Representative 25-Apr-2022
2 Alhaji M. 0. Usman Shareholders’ Member 28-Jan-2022
Representative 25-Apr-2022
3 Mrs. A. Kuye Shareholders’ Member 28-Jan-2022
Representative 25-Apr-2022
4 Mrs. C. N. Echeozo Non-Executive Member 28-Jan-2022
Director 25-Apr-2022
5 Mrs. H. L. Bouygues Non-Executive Member 28-Jan-2022
(Independent) 25-Apr-2022
Director

Attendance of Board and Board Committee Meetings

The table below shows the frequency of meetings of the Board of Directors and Board Committees, as well as
Members’ attendance for the half year ended June 30, 2022.

S/N DIRECTORS BOARD BOARD RISK BOARD BOARD I.T.
MANAGEMENT GOVERNANCE, STRATEGY
AND AUDIT NOMINATIONS AND
COMMITTEE REMUNERATION
COMMITTEE
DATE OF MEETINGS 29-Jan-2022 28-Jan-2022 28-Jan-2022 25-Apr-2022
26-Apr-2022 25-Apr-2022
NUMBER OF MEETINGS 2 2 1 1
1 Mr. H. A. Oyinlola® 2 N/A N/A N/A
2 Mr. J. K. O Agbaje 2 2 N/A 1



[< )OI V)

Co rpo rate Governance Guaranty Trust Holding Company and Subsidiary Companies

Mrs. C. N. Echeozo 2 2 1 1
Mr. S. Barau 2 N/A 1 N/A
Mrs. H. L. Bouygues 2 2 1 1
Mr. A. |. Adeniyi 2 2 N/A N/A

1The Chairman is not a member of any Committee in compliance with the CBN Code which prohibits the chairman of the Board from being a member
of any Committee;
N/A -Not Applicable

Tenure of Directors

In order to ensure both continuity and injection of fresh ideas, the tenure for Non-Executive Directors is limited
to a maximum of two (2) terms of three (3) years each, i.e. six (6) years whilst the maximum tenure for
Independent Non-Executive Directors is limited to a maximum of two (2) terms of three (3) years each, i.e. six
(6) years. This is in compliance with the directives of the CBN and FRC Codes.

Board Evaluation and Appraisal

In the Company’s customary manner of imbibing the best corporate governance practices, the Board engaged
an Independent Consultant, Ernst & Young, to carry out the annual Board and Directors appraisal for the 2021
financial year. The annual appraisal covered all aspects of the Board'’s structure, composition, responsibilities,
processes, relationships, individual members’ competencies and respective roles in the Board performance,
as well as the Company’s compliance status with the provisions of the CBN and SEC Codes.

The Annual Board and Director Evaluation and Appraisal Report for the 2021 financial year was presented to
shareholders at the 1st Annual General Meeting of the Company.

Shareholders

The General Meeting of the Company is the highest decision-making body of the Company. The Company’s
General Meetings will be conducted in a transparent and fair manner. Shareholders have the opportunity to
express their opinions on the Company’s financial results and other issues affecting the Company. The Annual
General Meeting is attended by representatives of regulators such as the Central Bank of Nigeria, the
Securities and Exchange Commission, the Nigerian Stock Exchange, the Corporate Affairs Commission as well
as representatives of Shareholders’ Associations.

The Company has an Investors Relations Unit, which deals directly with enquiries from shareholders and
ensures that Shareholders’ views are escalated to Management and the Board. In addition, quarterly, half-
yearly and annual financial results are published in widely read national newspapers.

The Company ensures that institutional investors and international holders of the Global Depositary Receipts
get frequent updates on the Company’s progress via interactive conference calls, local and international
investor presentations and meetings. These conference calls and investor meetings provide our investors with
direct access to senior and executive Management.

Protection of Shareholders’ Rights

The Board ensures the protection of the statutory and general rights of shareholders at all times, particularly
their right to vote at general meetings. All shareholders are treated equally, regardless of volume of
shareholding or social status.
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Communication Policy

The Board and Management of the Company ensure that communication and dissemination of information
regarding the operations and management of the Company to shareholders, stakeholders and the public is
timely, accurate and continuous, to give a balanced and fair view of the Company’s financial and non-financial
matters. Such information, which is in plain language, readable and understandable, is available on the
Company’s website, http://www.gtcoplc.com. The website is constantly updated with information as events
occur.

The website also has an Investors Relations portal where the Company’s financial Reports and other relevant
information about the Company is published and made accessible to its shareholders, stakeholders and the
public.

The main objective of the Company’s Communication Policy is to support the Company in achieving the overall
goals described in the Company’s core values which strengthens the Company’s culture of transparency in
pursuit of best corporate governance practices.

In order to reach its overall goal on information dissemination, the Company is guided by the following
principles:

(i) Compliance with Rules and Regulations: : The Company complies with the legislation and codes of
corporate governance of the jurisdictions within which it operates. These include the Banks and other
Financial Institutions Act (BOFIA), the Companies and Allied Matters Act (CAMA) and the codes of
Corporate Governance issued by the Central Bank of Nigeria, the Financial Reporting Council, the
Securities and Exchange Commission, as well as the disclosure and transparency rules of the United
Kingdom Listing Authority (“UKLA”) (by virtue of the listing of Global Depositary Receipts by the
Company on The London Stock Exchange in July 2007);

(ii) Efficiency: The Company uses modern communication technologies in a timely manner to convey its
messages to its target groups. Synergies are sought when it comes to using different communication
channels. The Company replies without unnecessary delay to information requests by the media and
the public;

(iii) Transparency: As an international financial institution, the Company strives in its communication to
be as transparent and open as possible while considering the concept of confidentiality between the
Company and its subsidiaries. This contributes to maintaining a high level of accountability;

(iv) Pro-activity: The Company proactively develops contacts with its target groups and identifies topics
of possible mutual interest;

(v) Clarity: The Company aims at clarity, i.e. to send uniform and clear messages on key issues;

(vi) Cultural awareness: As an international financial institution, the Company operates in a multicultural

environment and accordingly recognizes the need to be sensitive to the cultural peculiarities of its
operating environment;

(vii) Feedback: The Company actively and regularly seeks feedback on its image and communication
activities both from the media as well as from its key target groups. This feedback is used to fine-tune
communication activities.

Information Flow

It is the responsibility of Executive Management under the direction of the Board, to ensure that the Board
receives adequate information on a timely basis, about the Company’s businesses and operations at
appropriate intervals and in an appropriate manner, to enable the Board to carry out its responsibilities.

The Group Company Secretary

The Group Company Secretary provides a point of reference and support for all Directors. The Group Company

10
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Secretary also consults regularly with Directors to ensure that they receive required information promptly.
The Board may obtain information from external sources, such as consultants and other advisers, if there is a
need for outside expertise, via the Company Secretary or directly.

The Group Company Secretary is also responsible for assisting the Board and Management in the
implementation of the Code of Corporate Governance of the Company, coordinating the orientation and
training of new Directors and the continuous education of Non-Executive Directors; assisting the Chairman
and Group Chief Executive Officer to formulate an annual Board Plan and with the administration of other
strategicissues at the Board level; organizing Board meetings and ensuring that the minutes of Board meetings
clearly and properly capture Board discussions and decisions.

Independent professional advice is available, on request, to all Directors at the Company’s expense when such
advice is required to enable a Member of the Board effectively perform certain responsibilities.

The Company meets the costs of independent professional advice obtained jointly or severally by a Director
or Directors where such advice is necessary to enable the obligations imposed on an individual, through
membership of the Board, to be properly fulfilled.

Insider Trading and price sensitive information

The Company has in place a policy regarding trading in its shares by its Directors and employees within the
Group on the terms and conditions similar to the standards set out by the Nigerian Exchange Limited. The
policy is periodically circulated on the Company’s internal communication network (“Intranet”) to serve as a
reminder to staff of their obligations thereunder.

Directors, insiders and their related persons in possession of confidential price sensitive information (“insider
information”) are prohibited from dealing with the securities of the Company where such would amount to
insider trading. Directors, insiders and related parties are prohibited from disposing, selling, buying or
transferring their shares in the Company for a “lock up” period commencing from the date of receipt of such
insider information until such a period when the information is released to the public or any other period as
defined by the Company from time to time.

In addition to the above, the Company makes necessary disclosure as required under Rule 111 of the Securities
and Exchange Commission (“SEC”) Rules and Regulations which stipulates that Directors and top Management
employees and other insiders of public companies shall notify the SEC of any sale or purchase of shares in the
company, not later than forty-eight (48) hours after such activity.

The Directors of the Company comply strictly with the laid down procedure and policy regarding trading in the
Company’s shares.

Management Committees

These are Committees comprising senior management staff of the Company. The Committees are risk driven
as they are basically set up to identify, analyze, synthesize and make recommendations on risks arising from
day to day activities of the Company. They also ensure that risk limits as contained in the Board and Regulatory
policies are complied with at all times. They provide inputs for the respective Board Committees and also
ensure that recommendations of the Board Committees are effectively and efficiently implemented. They
meet as frequently as necessary to immediately take action and decisions within the confines of their powers.

The standing Management Committees in the Company are:
i Talent;

ii. Data Steering;
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iii. Information Technology;

iv. Risk and Compliance; and
V. Sourcing
Talent Committee

This Committee is responsible for driving initiatives that oversees the governance and management of Top
Talent, and other related matters such as succession planning and professional development within the Group
that supports the Group in achieving its strategic objectives. The Committee meets from time to time. The
Committee provides inputs for the Board Governance, Nominations and Remuneration Committee and
ensures that the decisions and polices emanating from the Committee’s meeting are implemented.

Data Steering Committee

This Committee is responsible for ensuring that the Group leverages Data & Analytics to drive value and make
business decisions through the development and implementation of use cases. They are also responsible for
ensuring strong ownership and buy-in of Data and Analytics activities by Business units. Lastly, to capture
economies of scale, they are responsible for centralizing talent-data scientists and engineers-and deploying
them across the Group as needed.

Information Technology (IT) Steering Committee

This Committee is responsible for ensuring there is a standardized information technology management
approach across the Group, consistent high IT performance across the Group such as application development
and maintenance, service quality etc and delivering economics of scale through shared IT infrastructure and
services. The Committee provides inputs for the Board Information Technology and Strategy Committee and
ensures that the decisions and polices emanating from the Committee’s meeting are implemented.

Risk and Compliance Committee

This Committee is responsible for safeguarding the Group against internal and external material surprises.
They oversee risk, information security and compliance with regulatory requirements of the Group’s activities.
Each subsidiary has a head of risk and a head of compliance who are responsible for the day to day
management of risk and compliance. Both report to the Group Chief Risk and Compliance Officer. The
Committee provides inputs for the Board Risk Management and Audit Committee and also ensures that the
decisions and polices emanating from the Committee’s meeting are implemented.

Sourcing Committee

This Committee is responsible for driving initiatives and taking key decisions that will ensure the Group derives
value from its procurement shared services especially in terms of cost and operational efficiency.

Monitoring Compliance with Corporate Governance
Head, Risk and Compliance

The Head, Risk and Compliance monitors compliance with money laundering requirements within the Group
and the implementation of the Corporate Governance Code of the Company.

The Group Company Secretary and the Head, Risk and Compliance forward regular returns to the Central Bank
of Nigeria on all whistle-blowing reports and corporate governance breaches.
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Whistle Blowing procedures

In line with the Company’s commitment to instill the best corporate governance practices, the Company has
established a whistle blowing procedure that ensures anonymity for whistle-blowers. The Company has two
(2) hotlines and a direct link in the Company’s website provided for the purpose of whistle-blowing. The hotline
numbers are 01-4480905 and 01- 4480906, and the Company’s website is www.gtcoplc.com..

Internally, the Company has a direct link on its Intranet for dissemination of information, to enable members
of staff report all identified breaches of the Company’s Code of Corporate Governance.

Code of Conduct

The Company has an internal Code of Professional Conduct for Employees “the Company’s Code” which all
members of staff subscribe to upon assumption of duties. Staff are also required to reaffirm their commitment
to the Company’s Code annually.

All members of staff are expected to strive to maintain the highest standards of ethical conduct and integrity
in all aspects of their professional life as contained in the Code of Professional Conduct which prescribes the
common ethical standards, policies and procedures of the Company relating to employee values. The
Company also has a Code of Conduct for Directors.

Human Resources Policy

The Human Resources policy of the Company is contained in the Directors’ Report on page 37 of this Half year
Report.

Employee Share-ownership Scheme

The Company has in place an employee share ownership scheme called the Staff Investment Trust (SIT)
scheme for the Company and its Subsidiaries. The Scheme is authorised to hold up to a specified percentage
of ordinary shares of the Company for the benefit of eligible employees of the Company and its Nigerian
Subsidiary companies.

The scheme was established as an incentive mechanism enabling eligible staff invest in ordinary shares of the
Company at a discount (the prevailing Net Assets Value (NAV), and buying-back their stock from the Company
at the market price, subject to terms including attaining a determined length of service at the point of
disengagement and proper conduct at disengagement.

Internal Management Structure

The Company operates an internal management structure where all officers are accountable for duties and
responsibilities attached to their respective offices and there are clearly defined and acceptable lines of
authority and responsibility.
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Subsidiary Governance

Subsidiary governance is an integral part of our Group’s risk management framework that provides the
structure through which the performance objectives of the subsidiaries are defined, measured and
performance monitoring is conducted.

GTCO’s governance strategy is implemented through the establishment of robust systems and processes - that
ensure our subsidiaries reflect same values, ethics, processes and control as the parent company, while
remaining independent in the conduct of their business and abiding within the confines of local extant
regulations.

As at December 31, 2021, the Group had eight (8) International banking subsidiaries and two (2) sub-
subsidiaries. The operations and management of these subsidiaries are monitored and controlled by GTBank
Limited as described below:

Oversight function

The Group Finance Directorate is responsible for the coordination and implementation of the Group’s
international expansion strategy. It plays a pivotal role in driving and monitoring the performance of existing
subsidiaries. In this respect, it performs an advisory role to the subsidiaries’ senior management and serves as
an interface between the parent and its subsidiaries, while ensuring synergies between them.

Subsidiary Board Representation

The Group has controlling representation on the Board of each subsidiary. The Board representatives are
seasoned professionals with high level of integrity and proven track records in their respective fields. The
Subsidiaries’ Board of Directors are responsible for the governance of the Bank and accountable for creating
and delivering sustainable value through the management of the Subsidiaries.

Subsidiary Board Committees
The Subsidiaries’ Board also exercises its oversight responsibilities through four major committees as follows:

= Board Audit Committee (BAC) reviews accounting policies, practices, procedures and controls
established by management for compliance with regulatory and financial reporting requirements.

= Board Risk Management Committee (BRC) oversees and advises the Board on risk-related matters
and risk governance.

= Board Credit Committee (BCC) exercises its responsibility to maintain a healthy risk portfolio for the
Bank, by performing the control actions of approving new credit facilities or extending existing credit
facilities within a proposed aggregate exposure limit defined by the Board of Directors.

= Board Asset and Liability Committee (BALC) oversees a variety of risks arising from the Subsidiaries’
business including market and liquidity risk management, loan to deposit ratio analysis, cost of funds
analysis, establishing guidelines for pricing on deposit and credit facilities, exchange rate risks analysis,
balance sheet structuring, regulatory considerations and monitoring of the status of implemented
assets and liability strategies.

Furthermore, the Subsidiary Boards and their respective Committees are responsible for creating, evaluating
and managing the subsidiaries throughout their lifecycles while promoting best practice corporate governance
standards. They exercise responsibility in the nomination of best fits for both board and management
positions, while adopting suitable renumeration packages to match their wealth of skills and experience.

Each of these Board Committees meet at least once per quarter to review the affairs of the Bank.
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BOARD RISK
COMMITTEE

BOARD
CREDIT SUBSIDIARIES

COMMITTEE COMMITTEE

e ——

BOARD ASSET
AND LIABILITY
COMMITTEE

Representation on the Local Board and Board Committees

A minimum of two Non-executive directors representing GTCO sit on the board/board committees of the
subsidiaries. The Board Committees are responsible for defining capital structure, approving appropriate risk
management policies necessary for the effective management of subsidiaries, providing advisory and strategic
guidance on the direction of the bank as well as suitable technology required to effectively dominate the local
markets.

Management of Subsidiaries

The Group appoints one of its Management staff to run the subsidiary. This is achieved by appointing a staff
from the parent company to act as the Managing Director of the subsidiary. In addition, another management
staff is seconded to act as a backup to the Managing Director and Head of Support and Operations Divisions
within the Bank.

The objective is to ensure enculturation, adoption and continuity of GTCO values in the subsidiary. It is also to
ensure that the tried and tested approach to corporate governance, systems and controls, innovation and
technology, credit approval and management processes likewise customer service excellence is applied in a
seamless manner.

Existence of Group Finance Function

The business activities and performance of GTCO’s Subsidiaries are monitored through the Group Finance
Function. The Unit is saddled with the responsibility of monitoring the subsidiaries, providing necessary
support and addressing issues arising from their activities. The unit also prepares monthly reports on the
performance of the subsidiaries and bi-annual risk management reports to the Board of Directors of the Bank.
The performance of the unit is assessed based on the extent to which the subsidiaries are effectively
monitored and attended to.

Monthly Management Reporting
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Subsidiaries furnish Group Finance Directorate with reports on their business activities and operating
environment monthly. The reports cover the subsidiaries’ financial performance, risk assessment, regulatory

activities among others.

Business Performance Review Session

The Managing Directors of the respective GTBank Subsidiaries attend the quarterly Group Business
Performance Review sessions during which their performance is analyzed and recommendations made
towards achieving continuous stability and improved profitability. This session also serves as a platform for
sharing and dissemination of best practices and information among the Subsidiaries’ executives.

Annual System and Control Audit

An annual audit is carried out by the system and control group of GTCO to review all operational areas of the
offshore banks. This exercise is distinct from the daily operations audit carried out by the respective Internal
Audit units within the subsidiaries.

Annual Risk Management Audit

This audit is carried out by the Credit Administration unit in GTCO. The areas of concentration during this audit
include asset quality, loan performance, review of security pledged, loan conformity with credit policy,
documentation check and review of central liability report among others.

Group Compliance Function

To ensure an effective and consistent compliance culture across all entities, the Group Compliance team
determines the scope of parental oversight required to manage compliance risk, promote awareness and
implement industry best practices across our subsidiaries, thereby affirming the Group’s commitment to a
zero-tolerance for regulatory breach.

Group Treasury Function

The Group Treasury function is responsible for providing required guidance in optimizing the deployment of
resources in the subsidiaries except GTBank UK. The key focus is efficiency of the Balance Sheet. Monthly
Assets and Liabilities review meetings are held with the Group treasury team to create synergies and facilitate
transfer of knowledge, skills and competencies. The report is presented to the Board Assets and Liabilities or
Risk Committee where applicable.

Group Information Security Assurance

The Group Information Security team is responsible for rendering requisite guidance to subsidiaries on the
security of their information assets and infrastructure. They conduct regular off-site and on-site reviews of the
adequacy of the existing information security infrastructures in all the Subsidiaries. They also guide the
subsidiaries on all cybersecurity related issues.

External Auditors’ Report

GTCO conducts a review of the management letters provided by the subsidiaries’ auditors on completion of
periodic audits. The objective is to ensure that all identified deficiencies are promptly corrected, and
recommendations implemented in line with approved best practices and local regulatory guidelines.
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Sustainability Report

Introduction

At GTCO, we are committed to creating long-term value for our esteemed stakeholders. Through our
responsible banking approach, we continue to develop and implement initiatives to enrich the lives of our
stakeholders (investors, shareholders, customers, employees, suppliers, regulators, and communities). As a
leading financial service provider, we fully integrate sustainability in our strategy as we operate a model that
not only assesses economic considerations but equally evaluates the impact of our business operations and
activities on people and the environment. We ensure that our Environmental and Social Management System
(ESMS) aligns with the requirements of IFC Performance Standards and CBN’s Nigerian Sustainable Banking
Principles (NSBP).

As an improvement-driven organization, we continue to develop innovative ways to enhance our
environmental, social, and economic performance. Our banking practices gravitate towards resource
efficiency, improving stakeholder relationship, effective risk management, and excellent service delivery. In
our attempt at promoting sustainable banking practices and the UN SDGs, we have formed a partnership with
several organizations as well as other global bodies. We are a member of the United Nations Environment
Programme Finance Initiatives (UNEP-FI). We also remain development partners with International Finance
Corporation (IFC) and the Central Bank of Nigeria. This bi-annual Sustainability Report is a reflection of our
journey in the year 2021, highlighting various initiatives undertaken by the Company to ensure that we are an
economically viable and financially sustainable organisation. The scope of our report covers the Marketplace,
Community, Environment, Workplace as well as our scorecard in the implementation of the Central Bank of
Nigeria’s Sustainable Banking Principles and some of the UN SDGs.

Marketplace
At GTCO, we are aware of the impact of sustainable financing in the advancement of economic growth and

development. This drives our lending activities as we remain a top player in the active funding of the real
sector of the economy such as Agriculture, Manufacturing, Real Estate, Infrastructure, Health, Education,
Power, Oil and Gas, among others. We continue to support the economic diversification efforts of the Nigerian
government by allocating capital to these essential sectors.

The Company’s Environmental & Social Risk Management (ESRM) framework is integrated into our credit
approval process to ensure that our lending activities do not have adverse environmental and social
implications on the environment. Thus, in the reporting period, we screened all the 690 corporate credits
approved by GTBank Limited for E&S risks. Our ESRM team categorizes project-related transactions into high,
medium and low risks. We conducted enhanced due diligence for customers operating in the high-risk sectors;
and moderate due diligence for customers in medium-risk sectors, as classified by the Central Bank of Nigeria
(CBN) to review their E&S practices against key national regulations and international best practices. We
applied an exclusion checklist to all credits (High, medium & low). Through our due diligence assessment, we
came up with Environmental and Social Action Plans (ESAP). We require our customers to implement the ESAP,
and we monitor the progress of implementation over time.

In line with our commitment to developing all-inclusive financial products and ensuring the access of critical
services to all, GTbank limited approved the issuance of 1,000,000 free Naira debit cards to both new and
existing customers who have never been issued a debit card.

As part of the Company’s initiative to extend financial services to unbanked individuals, the Company currently
has 21 agent banking locations across the country. Through these agent banking locations, we received
deposits of about N6.4 billion in the first half of the year 2022. From our partnership with CBN SANEF initiative,
we opened 472,629 accounts in the reporting period.

As a brand renowned for innovation, the Company continues to develop self-service options to serve our

customers. During the year, we introduced a new payment solution “SQUAD”, a platform that enables all types
of businesses to make and receive payments from anywhere in the world. With SQUAD, users can:
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e Accept and initiate payments online or via social media channels using our payment links, e-invoices
and storefront features.
e Receive and confirm in-store transfers instantly using our virtual account service.
e Get unique USSD codes for their business to receive payments; and
e Use their mobile phones to accept card payments by downloading the squad app

Throughout the year, we continued to deploy the card printing machines to some of our branches. With this
fully digitalized initiative, customers can now print their instant ATM cards by themselves without having to
fill any form or queue at our locations. We continue to add to the bouquet of services available on our e-
channels- Internet-banking, GTWorld, USSD, among others. Through our Habari platform, our customers can
shop for diverse products online, pay bills, watch videos, listen to music, among others. We continue to
improve the platform to meet and support the lifestyles of everyone.

The Company continues to lead across all key parameters in the banking sector and was recognized with
multiple awards in the reporting period. Some of these awards include:

Leading Digital Bank Nigeria, 2022
For its pioneering commitment towards digital transformation, the Company was awarded the Leading Digital
Bank in Nigeria, 2022 by the World Business Outlook.

Most Socially Responsible Bank Nigeria, 2022
In recognition of its commitment towards social development in Nigeria, the Company was awarded the Most
Socially Responsible Bank in Nigeria 2022, by the World Business Outlook.

Outstanding Contribution in the Banking Sector Nigeria, 2022

For his sustained appetite for excellence, and exceptional leadership in Nigeria’s banking sector, the
GMD/CEQ, Guaranty Trust Holding Company Plc, Segun Agbaje was awarded Outstanding Contribution in the
Nigeria Banking Sector for 2022.

12th Annual Brand Africa 100: Africa’s Best Brands 2022
At the 12th annual Brand Africa 100: Africa’s Best Brands 2022 rankings of the Top 100 Most Admired Brands
in Africa, the Company was awarded for four major categories including:

. Most Admired Financial Services Brand in Africa,

o Most Admired Financial Services Brand in Nigeria,

. Most Admired Financial Services Brand in West Africa, and
. Most Admired Nigerian Financial Services Brand
Community

At GTCO, we remain committed to creating sustainable impact through Corporate Social Responsibility. Our
CSR strategy is designed to enrich lives through four pillars: community development, education,
environment, and arts. These four pillars are essential for the development and growth of communities. In
line with the UN SDGs to create shared prosperity and protect the environment, we implemented multiple
initiatives guided by the four pillars to contribute in no small measure to the overall development of our host
communities.

For community development, we sponsored the Lagos International Polo Tournament, which has grown over
the years to become one of the most anticipated social and sporting events. GTCO continues to demonstrate
its strong belief in the role of sports in developing and uniting the society. We also sponsored (Lead Sponsor)
the 2022 edition of the NUGA Games, a weeklong sporting event where different sporting activities were
sponsored including an entertainment night. The NUGA Games aims to foster unity amongst universities and
educate youths on how to participate in sports without discrimination, in the spirit of friendship, solidarity,
and fair play, in keeping with the Olympic spirit.
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To promote financial literacy across schools in Nigeria, the Company engaged students in selected schools in
Osun, Plateau and Kwara states. They were educated on finances, saving culture and the need to be prudent.
The students were also given branded gift items. A total of 413 students benefited from this initiative.

The Central Bank of Nigeria (CBN), in collaboration with the Bankers’ Committee, introduced the Race to
USS$200 Billion in Foreign Exchange (FX) Repatriation (RT200) as a set of plans, policies, and programmes
designed to increase the nation’s earnings exclusively from non-oil exports to US$200 billion in FX repatriation,
over the next five (5) years. In view of this, the RT200 Non-Qil Export Summit was organised and put together
by the Bankers’ Committee. GTCO’s GMD/CEO, Segun Agbaje was chairman of the Committee that
spearheaded the organisation and administration of the summit.

The annual Food and Drink Festival which was held from Saturday, April 30th to Monday, May 2nd, 2022,
returned for its 5th Edition. The festival hosted millions of people and featured enlightening and engaging
masterclasses by world-renowned chefs and food business experts. The Food and Drink festival continues to
contribute to the development of local SMEs, while enabling retail customers and small business owners thrive
by giving them more opportunities to connect with consumers from around the world.

A summary of CSR projects facilitated by the Company in first half of 2022 are listed below:

Area of Focus
Sports

Education
(N 19,715,000)

Others

Project Description

Support Towards Polo Tournament —

This sponsorship was for the two weeks long polo
tournament competition which happened in Lagos with
several teams playing to win different cups

NUGA 2022--

A week-long activity for the Nigeria University Games
Association where different sporting activities were
sponsored including an entertainment night - The
Company spent — 858,905,717

Financial Literacy for students in Osun--

Students in a selected school in Osun (llesa Grammar
School), were educated on finances, saving culture and
the need to be prudent. The students were also given
branded gift items.

Financial Literacy for students in Plateau--

Students in a selected school in Plateau (Founders
International School), were educated on finances, saving
culture and the need to be prudent. The students were
also given branded gift items.

Financial Literacy for students in Kwara--

Students in a selected school in Kwara State (Aderoju
Model College), were educated on finances, saving
culture and the need to be prudent. The students were
also given branded gift items.

RT200 Non-Oil Export Summit--

The Central Bank of Nigeria (CBN), in collaboration with
the Bankers’ Committee, introduced the Race to US$200
Billion in Foreign Exchange (FX) Repatriation (RT200) as a
set of plans, policies, and programmes designed to
increase the nation’s earnings exclusively from non-oil
exports to US$200 billion in FX repatriation, over the next
five (5) years.

Beneficiaries
10,000 participants

500,000

participants

189 participants

131 participants

93 participants

600 participants
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Environment

As a first-class financial service provider, we remain committed to environmental protection. As such, we
implement a hands-on approach in minimizing our Greenhouse Gas (GHG) emissions which include but not
limited to the timely shutdown of our branches, replacement of physical meetings with virtual meetings, cut
down of business travels, implementation of duplex printing, among others. We track the performance of our
GHG minimization strategies by monitoring our electricity, fuel, water, solid waste, CO2 footprint, and paper
usage. The full resumption of staff to work post-COVID has resulted in an increase in our carbon footprints in
the aspect of paper, energy and water usage in the year 2021 and consequentially, in the first half of 2022.
However, we have launched several energy efficient initiatives to ensure the reduction of our carbon
footprints while optimally utilizing resources.

The Company presently has 35 main branches/business locations, 1 e-branch and 39 offsite locations powered
by a hybrid of solar and conventional energy supply (Grid and Diesel Generators). These branches have ATMs
and communication devices powered by solar panels. We currently have 28 ATMs powered by alternative
sources of energy (solar energy). There were no significant negative environmental and social impacts issues
reported on any of our branches or projects financed.

Workplace
Our workforce remains our most valued asset at GTCO as we continue to channel resources towards human

capital development and maintaining a safe workplace. During this reporting period, the Company continued
to ensure that measures put in place to combat the COVID-19 pandemic were strictly adhered to by all
employees. As COVID-19 measures continue to be relaxed around the world, GTCO continues to prioritise the
health and safety of its employees by investing in health and safety practices. The mandatory bank wide annual
medical check-up for all employees was already in progress as at the time of compiling this report.

In line with our commitment to support employees, the Company has an Employee Assistance Programme
accessible to all employees to provide psychological and emotional support whenever they need it. The Human
Resources Group releases weekly educational slides on the intranet tagged Wellness Wednesday, which
encourages employees to adopt a healthy lifestyle, and Finance Fridays which provides savings and
investment-related tips. Periodic seminars and webinars are also organised for employees on wellness,
security and health to improve their awareness and well-being.
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In line with our drive for capacity building, we trained 1,533 employees on subject matters ranging from
Financial Inclusion, Governing Sustainable Finance, Market and Liquidity Risk Management, Credit Risk
Analysis, AML/CFT: Customer Profiling and Risk Rating, Business Continuity, among others. A webinar focusing
on amplifying mentoring in the workplace was also organised. Core topics such as cracking the career code
and developing your personal brand were the highlights of the webinar.

GTCO remains committed to promoting gender equality and women empowerment. The ratio of women in
the employment of the Company and in senior management positions is currently 45% and 41% respectively.
The percentage of women on our Board of Directors is currently at 57%. To celebrate 2022 International
Women’s Day, “Breaking the Bias”, the Company held a panel session for the female employees focusing on
the theme “The Winning Woman”. This was a capacity building session that shed light on the innate potentials
of a woman and the mentality to push through barriers.

Progress on CBN’s Nigerian Sustainable Banking Principles (NSBP)

GTCO as a signatory to the CBN’s Nigerian Sustainable Banking Principles (NSBP) aligns with relevant
international standards. Our business activities and operations are in line with the provisions of the nine (9)
principles of NSBP. The table below highlights some of our key achievements in the implementation of CBN's
NSBP in the first half of the year:

NSBP DEFINITION PROGRESS UPDATE

PRINCIPLES

Principle 1 Our Business Activities: e Allourtransactions (284) were screened
Environmental & Social Risk for E&S risks in the period under review.
Management: Integration of e To date, we have visited/conducted

environmental and social
consideration into our lending

desktop Due Diligence Assessments for
147 customers. Based on the review of

activities. relevant documents and information
provided by the client, we came up with
action plans to be closed out by the
customers.
Principle 2 Our Business Operations: e We presently have 35 branches
Environmental & Social powered by alternative power source
Footprint: Avoidance of the (ATMs and communication equipment).
negative impact of our Business We currently have 67 ATMs powered by
Operations. alternative sources of energy (solar
energy).
Principle 3 Human Rights: Respect for the e All 284 transactions booked were
rights of all in Business assessed for human rights risks such as
Operations. child labour and forced labour.
Assessment  comprises of initial
screening with the Exclusion Checklist
for all customers and Further Due
Diligence Assessment for High-Risk
customers.
Principle 4 Women’s Economic e There was a slight increase (70) in the

Empowerment: Promote

economic empowerment

through a gender inclusive °
workplace culture and provide
products and services for

women.

number of female employees in the
work force.

The number of women on our board
increased by 1 from the last reporting
period. Therefore, the percentage of
women on the board increased by 14%
(from 43% in December 2020 to 57%).
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Principle 5

Principle 6

Principle 7

Principle 8

Principle 9

Financial Inclusion: Promotion
of financial inclusion and
provision of financial services to
individuals and communities that
have limited or no access to the
formal financial sector.

E&S Governance:
Implementation of a transparent
E&S governance practices within
the institution and assessing the
E&S governance of our clients.

Capacity Building: Development
of capacity to identify, assess
and manage E&S risks and
opportunities associated with
the Company’s business
activities and operations.
Collaborative Partnerships:
Collaboration across the sector
and leveraging international
partnerships to develop the
financial services sector and
ensure consistency with
international standards.
Reporting: Regular review and
implementation progress report.

B Guaranty Trust Holding Company and Subsidiary Companies

The number of women in management
positions decreased from 19 to 16.
However, the percentage of women in
management increased from 40% to
41%.

A capacity building session was
conducted for the women in the bank to
celebrate the 2022 International
Women'’s Day.

Through our agent banking locations,
we received deposits of #6.4 Billion.
From our partnership with CBN SANEF
initiative, we opened 472,629 accounts
in the reporting period

During the review period, the Company
taught financial literacy skills to
Secondary School Students across
Nigeria.

Our internal audit team (SYSCON)
conducts monthly visit to track and
monitor our progress on E&S using our
annual plan.

We provide biannual reports to CBN to
give update on our Sustainability
journey.

We provide quarterly reports on our
E&S journey to the Company’s
Management and Board.

Over 700 employees were trained on
various Sustainable Banking subject
matters within the reporting period.
We published E&S learning case studies
on critical E&S issues on the intranet.

The Company remains a member of the
network of Sustainability Champions in
Nigeria.

IFC and PROPARCO conduct annual
review of the Company’s sustainability
performance as part of the partnership
with the Company.

The Company rendered the Bi-Annual
Sustainability Report to the regulator
(CBN) and dedicated a chapter on the
Company’s sustainability journey in the
financials.

We also provide periodic updates to our
investors such as IFC on the integration
of ESRM in the Company’s framework.
Report on our sustainability journey and
Social Key Performance Indicators (KPI)
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also shared with the Board of Directors
on a quarterly basis.

The United Nations Sustainable Development Goals (SDGs)

At GTCO, our business strategy is geared towards making impactful contributions towards the Sustainable
Development Goals (SDGs). The 17 SDGs represent an ambitious agenda to achieve a sustainable future by
2030. As a leading African Bank, our business operations positively contribute to achieving all the 17
interrelated goals, however, we directly impact the 8 goals below:

e
-

- GTCO continues to finance poverty alleviation initiatives through payment of taxes to the
government and introduction of collateral free credits for low-income earners such as Quick credit, Fashion
Credit, Food Credit; among others. Since inception, our commitment has always been to give back to the
society and we ensure this through various CSR initiatives such as provision of scholarship to indigent students,
renovation of schools, among others.

SDG 2- End hunger, achieve food security, improved nutrition and promote sustainable agriculture.

"N
g

- Through our financing activities, we continue to eradicate hunger by a strategic allocation of
capital and lending to customers in the agribusiness such as AFEX commaodities, PRESCO, GY Farmers Limited,
Olam Hatcheries, Great Northern, CHI Farms, Life Care Ventures, among several others. Using various
initiatives such as food credit for SMEs in the food industry, we provided access to cheap and affordable food,
thereby reducing hunger.

SDG 3 - Ensure healthy lives and promote well-being for all at all ages
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v

- At GTCO, we have a long line of innovative products and services aimed at adding value to
people’s everyday lives. During the year, we launched #GiveHerBetaHealth campaign to draw attention to
the need for universal essential healthcare coverage, especially for women in the informal sector. Through
the initiative, we provided 1000 self-employed women with BetaHealth for a year, at no cost. The
BetaHealth initiative was targeted at low-income families. With BetaHealth, beneficiaries can walk into
designated hospitals nationwide for selected medical services at a discounted fee of N500 monthly. The
Company continues to prioritise health and safety of its employees by investing in health and safety
practices, including the mandatory companywide annual medical check-up for all employees

SDG 4- Ensure inclusive and equitable quality education and promote lifelong learning opportunities for all

- Education remains a critical part of our CSR initiatives, as we recognize that education has
multiplier effects on the economic growth and development of a nation. We continue to finance educational
facilities and lending to schools. We also continually implement several initiatives to promote education such
as provision of support for school activities in secondary schools and universities, renovation of school
hostels, provision of outdoor benches for students in six universities in Nigeria, financial literacy training and
World Savings Day initiatives for secondary schools, hosting of the Master’s Cup, amongst others.

SDG 8- Promote sustained, inclusive and sustainable economic growth, full and productive employment and
decent work for all

DECENT WORK AND
ECONONEC GROWTH

i

- At GTCO, we operate an inclusive system that provides equal employment opportunities for
all. Through our strategic credit model, we lend to businesses across development-oriented sectors to
promote sustainable economic growth and decent work for all. Through this model, we are able to indirectly
provide more job opportunities for people. This is in addition to the direct job that we create through
recruitment of staff to meet the needs of our customers. We continue to offer competitive salary and benefits
to promote decent living for all our employees.

SDG 9- Build resilient infrastructure, promote inclusive and sustainable industrialization and foster innovation
9 DRUSTRY, INOVATION

- We remain committed to using our value-adding banking products and services to improve
the condition of Nigeria’s social infrastructure. We ensure that our investments in infrastructure is
environmentally friendly and respond to the needs of low-income users, women and other marginalized
groups (including persons with disabilities, indigenous persons, racial and ethnic minorities and older persons).

SDG 13- Take urgent action to combat climate change and its impacts
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13 Ao

- At GTCO, we are aware of the impact of climate change on our business activities and

operations. As such, we integrate environmental considerations in our lending process by conducting
enhanced due diligence for customers operating in high risk sectors and moderate due diligence for customers
in medium risk sectors. This is with a view to minimizing the effects of climate change in the operations of our
customers.
As an organization, we measure our carbon footprint such as water, fuel, paper and electricity usage and
develop several initiatives to minimize it. We report our tracking of carbon emissions to the Central Bank of
Nigeria through our Nigerian Sustainable Banking Principles (NSBP) Report. Additionally, the Company is
currently finalizing its Climate Change Policy.

SDG 17 - Strengthen the means of implementation and revitalize the global partnership for sustainable

development

1 PARTNERSHIPS
FOR THE GOALS

- We are aware of the vital role partner organisations play in realizing the UN SDGs. As such,
we have formed partnership with several organizations as well as other global bodies. Some of these
organizations are United Nations Environment Programme Finance Initiative (UNEP-FI), Nigerian Sustainable
Banking Principles Champions, Central Bank of Nigeria (CBN), International Finance Corporation (IFC), amongst
others.

Summary of our ESG Materiality

At GTCO, we continue to thrive towards becoming a single, integrated platform. Thus, we are dedicated to
the development of innovative initiatives to meet the needs of all our stakeholders. We continue to conduct
stakeholders’ analysis and develop strategies to meet the expectations of our stakeholders. Our material ESG
issues are summarized below:

> Access and affordability: At GTCO, we continue to improve access to our services and create
affordable services. In the year 2021, we deployed the card printing machine to some of our locations
for customers to print their instant ATM cards by themselves. We also continue to enhance the
features of our Alternative Delivery Channels such as GTworld, *737#, internet banking among others
to improve access to the bank’s financial services. During the period, we provided 1,000 self-employed
women with free access to essential healthcare services for a year, at no cost. We also extended the
beta health service to low income earners at a discounted rate of 8500 monthly.

> Labour practices: We continue to train and provide competitive welfare package to all our employees.
This is based on our awareness of the importance of our workforce in achieving our strategic business
objective.

> Data security and customer privacy: Considering the importance of data security, we have put in
place sophisticated tools to prevent cyber-attacks and promote data security. We also ensure
customer privacy by aligning with best international practice. We continue to create awareness to all
our staff, customers and vendors to prevent fraud.
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> Lifecycle impacts of products and services: We have fully integrated environmental and social
considerations into all our business activities and operations. This is to ensure that our lending
activities do not have adverse environmental and social implications on the environment.

> Business ethics: As our brand signifies, we maintain strong business ethics and professionalism. We
promote our core values to employees through our Code of Professional Conduct; our Ethics Policy as
well as Communications Policy, which helps to regulate employee relations with internal and external
parties.

» Systemic risk management: The Company’s Enterprise Risk Management (ERM) division works with
relevant units in the Company in managing risks in our business operations and activities. There are
several risk management units in charge of managing different risks such as environmental and social,
credit, operational, reputational, market, legal, cyber risks, among others.

COMPLAINTS AND FEEDBACK
Introduction

At GTCO, our vision is to deliver the utmost in customer service. We understand the importance of our
customers’ satisfaction to the achievement of our set goals. Hence, we have incorporated the ‘treating
customers fairly’ principles into our business strategy to enable us deliver on our promises to our stakeholders.

We recognize that customer feedback is an important tool in monitoring and responding to customer
expectations hence we continued to embed good conduct practice across our business, with a range of
initiatives to further improve the service and experience we offer to customers.

In a bid to improve our products and services, we analyze data and feedback received to identify recurring
issues. The information gathered is used for detailed analysis which is reviewed by the relevant stakeholders
for learning purposes and to prevent a reoccurrence of identified issues.

The Feedback Channels/ Customer Touchpoints

We value the feedback provided by our customers, as such the following channels/touch points are available
to encourage our customers’ interaction with the Bank:

= The Complaints received via the complaint portal on the Company’s website and letters;
= GT Connect (our 24 hours self-service interactive call center);

=  Social Media feedback platform;

= The Customer Information Service desk at any of our branches;

= The Whistle Blowing portal on the Company’s website.

Customers’ opinion on products, services and processes
The Company constantly evaluates valuable insights provided by customers and other stakeholders on our
products, services and policies in order to improve the business, products and overall customer experience.
The review and evaluation are conducted using various methods including:

= Customer feedback survey on the Company’s website, in-branch and on Internet banking applications;

= One-on-one focus/ business review meetings with customers;
= Business review sessions/ Interviews with randomly picked customers.
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=  Qur ‘Call the MD’ sessions

Complaints Handling and Resolution Structure

GTCO is committed to effective complaint handling and values feedback through complaints when they arise.
The complaints and feedback structure ensure the prompt resolution of customers’ complaints. The
Complaints Unit of the Company is charged with the responsibility for oversight of the resolution of customers’
complaints. It also serves as the liaison between the Company and its customers as well as regulatory
authorities.

Complaints received are given a unique identifier number for tracking purposes, acknowledged and addressed
promptly. Where a resolution can be provided immediately, the customer is provided with feedback, if not,
the issue raised is referred to the appropriate team in the Company for prompt resolution. The customer is
kept informed throughout the process until final feedback is provided and resolution attained. The complaint
is then marked as closed.

The complaints handling process is reviewed periodically and complaints received are categorized and
reviewed properly with the aim of enhancing the Company’s delivery of efficient and effective services.

The Company ensures that complaints are dealt with in an equitable, objective and unbiased manner. We also
endeavor to align our procedures with regulatory requirements and international best practice in a bid to
ensure that the complaint handling process is fair and reasonable.

REPORTS TO THE CBN

In line with the Central Bank of Nigeria (CBN) guidelines on resolution of customers’ complaints, the Company
provides periodic reports to the CBN.

Below is a breakdown of Complaints received and resolved by the Company between January and June 2022
pursuant to CBN Consumer Protection Regulation dated December 20, 2019.

Description Number Amount Claimed Amount Refunded
(N’000) (N’000)
2022 2021 2022 2021 2022 2021
Pending Complaints
1 brought forward from 0 0 0 0 -
prior period

Received Complaints 505,076 673,772 1,505,892 3,097,835 -

3 Resolved Complaints 496,463 673,772 1,486,738 3,097,805 51,659 363,588

Unresolved Complaints

4 escalated to CBN for - - -
intervention
Unresolved Complaints

5 pending with the Bank 8,613 0 19,154 30 -
carried forward **

** Some of the outstanding complaints include complaints on dispense errors on other Bank terminal, failed bill
payment, excess charges, etc.

The table below show Complaints received and resolved by the Company in other currencies for the half year 2022 and
2021 respectively.
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RECEIVED COMPLAINTS (Per Currency)

Currency Amount Claimed
2022 2021
1 United States Dollars $37,438 $41,229,927
2 Great Britain Pounds £15,600 £9,052
3 Euros €0 €0

RESOLVED COMPLAINTS (Per Currency)

Currency Amount Claimed Amount Refunded
2022 2021 2022 2021
1 United States Dollars $37,423 $41,229,901 $20,424 $6,555
Great Britain Pounds £15,600 £9,052 £0 £0
Euros €0 €0 €0 €0

UNRESOLVED COMPLAINTS (Per Currency)

Currency Amount Claimed
2022 2021
1 United States Dollars $14 $26
2 Great Britain Pounds £0 £0
3 Euros €0 €0

REPORTS TO THE CBN ON FRAUD AND FORGERIES

In line with Section 5.1.2 (L) of the CBN Code of Corporate governance, the breakdown of fraud and forgeries
for the year is provided below:

Fraud and Forgeries Jun-2022 Dec-2021
Number of Fraud Incidents 15,004 15,024
Amount Involved (N'000) 1,547,383.56 1,211,892.59
Amount Involved (USDS'000) 50.70 101.02
Actual/Expected Loss (N'000) 158,371.94 511,962.54
Actual/Expected Loss (USDS'000) 0.00 0.00
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Anti-Money Laundering and Combating the Financing of Terrorism (AML/CFT)
framework

GTCO, is dedicated to the fight against all forms of financial crime, including, money laundering, terrorism
financing, bribery and corruption, etc. To demonstrate this dedication, the Company has continually ensured
implementation of its framework for Anti-Money Laundering (“AML”), Combating the Financing of Terrorism
(“CFT”) and the Prevention of the Financing and Proliferation of Weapons of Mass Destruction across the Group.
Strict adherence to this framework is mandatory for subsidiaries of the Company.

The Group’s framework ensures compliance with AML/CFT legislation and regulations in Nigeria and has
incorporated leading best practices including, but not limited to:

e The Financial Action Task Force (FATF) 40 Recommendations;

¢ Money Laundering (Prohibition) Act 2011(as amended);

e Terrorism (Prevention) Act 2011 (as amended):

e CBN AML/CFT Regulations 2013;

e Terrorism Prevention Regulations 2013;

e Corrupt Practices and Other Related Offences Act, Cap. C31, Laws of the Federation of Nigeria, 2004
(“the Act”);

¢ Nigerian Financial Intelligence Unit Act (NFIU);

e UK Bribery Act 2010;

e USA Foreign Corrupt Practices Act;

e Central Bank of Nigeria (CBN) Circulars.

Structure of the Framework

The Group ensures that its policies and procedural guidelines are regularly reviewed/revised such that they
remain relevant and current in line with the evolving regulatory requirements and best practices. These policies
and procedures clearly articulate the Group’s AML and CFT stance in the global fight against financial crime and
are available to all employees of the Company and its subsidiaries.

The Group’s Compliance Policies are reviewed and approved by the Board of Directors and where it is necessary
to update the policy between cycles, an addendum is drafted for implementation and incorporated in the Policy
at the next review.

The Group has moved away from a “rule based, tick box” approach for combating financial crime risk to a risk-
based approach. Consequently, the Group identifies and assesses the risks from a proactive stance and allocates
the requisite resources which center around systems and controls to manage these risks.

Scope of the Framework
Across the Group, the scope of the AML/CFT framework includes the following:

(i) Board and Management Responsibilities:

In accordance with AML/CFT global best practice, the “tone is set from the top”. The Board of Directors
of the Group have oversight responsibilities for the AML/CFT framework of the Group. The Board
ensures that the Groups’ Management monitor strict adherence to all regulatory and internal
procedures relating to AML/CFT and maintain a zero-tolerance threshold to regulatory infraction.

(i) Reports to Senior Management and the Board:
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(iv)

(v)
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On a monthly and quarterly basis, AML/CFT reports are submitted to the Group’s Senior Management
and the Board members respectively. These reports provide the Board and Senior Management with
information to enable them to assess the Group’s compliance with its regulatory obligations. The reports
also ensure that Directors and Senior Management are kept abreast of current trends and developments
in the financial industry, particularly in the area of AML/CFT risk management.

Know Your Customer (KYC) Procedures:

In order to ensure that only customers that align with the Group’s risk appetite are on-boarded, duly
completed account opening forms, identification document and other relevant information and
documents are provided. This is the foundation/ bedrock for on boarding a customer by banking
subsidiaries in the Group.

Customer Due Diligence (CDD) is conducted by the subsidiaries prior to entering any banking
relationship with a customer. This includes at a minimum, identity and address verification as well as
ascertaining the source of income and wealth of the customer.

Customers that are identified as high risk are subjected to an Enhanced Due Diligence (EDD). EDD is
conducted on such customers including Politically Exposed Persons (PEPs) to assess and manage the
risks that the customers may pose. The approval of Senior Management and the Compliance team is
required prior to the commencement of a banking relationship with such high-risk customers

In compliance with regulatory requirements and perceived AML/CFT risk threats, Designated Non-
Financial Businesses and Professionals (DNFBPs) and other similar businesses are required to undertake
requisite and regulatory measures prior to account opening.

As part of the Group’s KYC and CDD procedures, identification documents are requested and obtained
to confirm the ultimate beneficial owners of a business and the organization’s control and structure.

The Group has procedures in place to ensure subsidiaries conduct sanction screening prior to entering
into a relationship as well as prior to effecting a transaction, so that we do not enter into a relationship
with a sanctioned person/entity.

Transaction Monitoring:

Transaction monitoring is done using manual and automated methods across the Group. The former is
performed by employees, who regularly identify red flags in transactions/activities and the latter
resides within the Compliance team with the aid of transaction monitoring solutions.

Employees are aware that suspicious activities/ transactions should immediately be referred to the
Compliance team.

Suspicious Transactions are brought to the attention of the Compliance team on a manual or automated
basis; the former by way of employees filing internal suspicious transaction reports to the Compliance
team and the latter by way of transaction monitoring tools reviewed by Compliance Officers. If deemed
appropriate, reports are filed to the respective Financial Intelligence Units (FIU).

To properly monitor transactions passing through the subsidiaries in the Group, the SAS AML tool, has
been deployed and it provides an advancement in the means by which transactions are monitored and
investigated.

Transaction Reporting:
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Regulatory and statutory requirements stipulate that certain reports and returns are made to
regulatory bodies. The Group ensures that all regulatory and statutory returns are submitted as and
when due to the relevant authorities.

(vi) Relationship with Regulators and Law Enforcement Agencies:

The Group maintains a cordial and supportive relationship with all regulatory and law enforcement
agencies. The Group promptly complies with and responds to all requests made, pursuant to the law,
and provides information to regulators including the NFIU, the CBN and other relevant agencies.

We are also at the forefront of cooperating with regulators to give feedback on new regulations and
means to mitigate the risks that are being encountered in the financial industry brought on by new
innovations and developing trends.

(vii)  Sanctions Compliance Management:

As a policy, the Group does not enter any relationship with sanctioned individuals/entities. All
subsidiaries are required to screen names of individuals and organizations who have or plan to enter a
business relationship or carry out a transaction with/through the any subsidiary against the Group’s
internal watch list.

The internal watch list contains amongst others, the names of individuals and entities, who have been
blacklisted by various regulatory bodies worldwide: Office of Foreign Asset Control (OFAC); European
Union (EU); Her Majesty’s Treasury (HMT); The Ministry of Economy, Finance and Industry in France
(MINEFI); The United Nations (UN) and The Local List as provided by local regulatory and enforcement
bodies.

Employees are required, as part of the Group’s policy, to refrain from any relationship and/or
transaction which yield a true or positive match and follow the escalation procedure. Sanctions
screening is done at account opening and on a real time basis for all SWIFT transactions.

(viii)  Politically Exposed Persons (PEPs)

PEPs are individuals who are or have been entrusted with prominent public functions and the
classification includes people or entities associated with them. Enhanced due diligence measures are
applied to PEPs, as with other high-risk customers to mitigate the AML/CFT risk they pose. This is to
ensure that the Group is not unknowingly supporting activities such as money laundering and/or the
financing of terrorism.

In line with Financial Action Task Forces recommendation, the Group employs the use of an automated
monitoring tool in identifying and monitoring PEP transactions. This is achieved through the thorough
review of information provided by customers and their transaction trends. Continuous monitoring is
also carried out on these accounts.

On-boarding of new PEP accounts, as well as continuity of such accounts (for those already existing in
the system) is subject to the approval of Senior Management or an Executive Director and the
Compliance Team.

(ix)  AML/CFT principles for Correspondent Banking:

The Group only on-boards and maintains correspondent banking relationships with financial institutions
that have implemented adequate AML/CFT policies and procedures. The Group does not enter any form
of relationships with shell banks nor maintain any payable through accounts. The Group ensures that
due diligence, including adverse media searches, are performed annually on our correspondent

relationships to mitigate potential AML/CFT risks. 35
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(x) Prohibited Business Relationships

In line with international best practice, the Group does not open accounts or conduct transactions for
customers using pseudonyms or numbers instead of actual names or maintain relationships with
individuals or entities that have been sanctioned.

(xi) Risk Assessment
The Group ensures Risk Assessment is conducted on its customers, products and services. This is to
ensure that AML/CFT risks are identified, assessed and mitigated.

(xii)  Anti-Bribery and Corruption (ABC) and Anti-Fraud)

The Group upholds the highest standards of ethical conducts in all its activities and interactions. The
Group has zero tolerance for any form of bribery, corruption, fraud and unethical practices. The Group
also expects the same standards to be applied by third parties acting on behalf of the Group. The
Group’s Board Approved Ethics policy provides the requisite standards and principles on ethical
conducts and practices expected and required across the Group and our related stakeholders.

(xiii)  AML/CFT Training:

The Bank places a great importance on the training of its employees. Training is conducted to ensure
employees are well informed and up to date on the AML/CFT laws, KYC principles and the red flags of
money laundering or terrorism financing which may occur in their job functions.

Annual Compliance training is mandatory for the Board members and all levels of staff, including Senior
Management. Trainings are conducted via e-learning, face to face or on an ad hoc basis by email or via
intranet slides to the appropriate personnel in relation to topical national and international findings.
Tests are also conducted annually after the trainings to ensure that all employees have understood the
training contents.

(xiv)  AML/CFT Audits:

To ensure compliance with laws and regulations and to ensure an ever-evolving fit for use of the
Compliance function, the internal audit of the AML/CFT function is conducted on a quarterly basis. The
purpose of the audit is to test the adequacy of the AML/CFT functions and ensure that the AML/CFT
measures put in place by the Group are up to date and effective.

The reports and findings of the audit are circulated to Senior Management. A follow-up to the audits
takes place to ensure that the relevant issues are closed out and that the highlighted recommendations
have been implemented. The Compliance function also undergoes a periodic independent audit by an
external consultant in accordance with regulatory requirements.

(xv)  Record Retention:

In accordance with regulations, customer identification documents are retained throughout the life of
the account and for five (5) years after the cessation of the banking relationship. Transaction
instruments are retained for five (5) years after the transaction date. In litigation and/or regulatory
investigations, the records will be kept for as long as they are required.

(xvi) Data Protection:

The Group’s Data Protection Policy is revised on an ad-hoc basis to reflect the legal, regulatory and
operating environment. The Group adheres strictly to both local and international data protection
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policies such as the National Data Protection Regulations in countries where we operate and the
European Union General Data Protection Regulation (EU-GDPR.)

(xvii) Subsidiaries:

In compliance with international best practice, the Group ensures that its subsidiaries AML/CFT
provisions are consistent with its framework. These measures are applied to the extent that the
respective subsidiary’s local laws and regulations permit; however, where there is a variance the stricter
regulation will always apply. Greater collaboration has been fostered and control measures taken based
on the current international best practices. This is to ensure that all our subsidiaries maintain the
highest standards for AML/CFT controls.
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Internal control and Risk Management Systems in relation to the financial reporting

GTCO’s internal control and risk Management systems ensure that material errors or inconsistencies in the
financial statements are identified and corrected. The Company’s internal control framework is patterned after
the Committee of Sponsoring Organizations of the Treadway Commission’s (COSO) Framework.

COSO defines internal control as "a process effected by an entity's Board of Directors, Management and other
personnel, to provide reasonable assurance regarding the achievement of objectives" in three categories--
effectiveness and efficiency of operations; reliability of financial reporting; and compliance with applicable laws
and regulations. The scope of internal control therefore extends to policies, plans, procedures, processes,
systems, activities, functions, projects, initiatives, and endeavors of all types at all levels of the Company.

The internal control and risk Management systems comprise the following areas:

=  Control Environment

= Risk Assessment

=  Control Activities

= |nformation and Communication
=  Monitoring

Control Environment

The Group has the Board Risk and Audit Committee that have oversight function on the Company’s Risk
Management Processes. The Committees are responsible for setting risk Management policies that ensure
material risks inherent in the Group’s business are identified and mitigated or controlled. The Group also has an
Audit Committee which is made up of three shareholders’ representatives and three Non- Executive Directors;
one of the shareholders’ representatives is the Chairman. The Audit Committee is therefore independent. Its
oversight functions include among others, ensuring that quality accounting policies, internal controls,
independent and objective statutory auditors are in place to prevent and detect fraud and material errors in
financial reporting.

The Group’s Management committees are responsible for implementing risk Management policies set out by the
Board. They are also responsible for setting internal control policies and monitoring the effectiveness of the
internal control systems. They ensure proper books of accounts are kept and accounting policies are in conformity
with: International Financial Reporting Standards; Prudential Guidelines for licensed Banks; Circulars issued by
the Central Bank of Nigeria; The requirements of the Banks and Other Financial Institutions Act; and The
requirements of the Companies and Allied Matters Act.

Risk Assessment

The Board and Senior Management regularly assess the risks the Group is exposed to, including risks relating to
financial reporting. Management Committees meets on a regular basis to assess all risks facing the Group. Senior
Management also regularly considers whether the existing internal controls are effective in relation to the risks
identified in the financial reporting process.

The Board also assesses the effectiveness of the Group's internal control over financial reporting on an ongoing
basis and specifically at mid-year and year end. The Management letter issued by the external auditors which
contains the auditors’ observations on the control environment in the Group is discussed at the Audit Committee
meetings.

Periodic Independent Assessment of the Internal Audit Function

In line with the Nigerian Code of Corporate Governance, companies are to undergo an independent Quality
Assurance Review (QAR) of their Internal Audit function. The objective of this review is to assess the Internal
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Audit function’s conformance to regulatory standards and requirements, as well as to identify improvement
opportunities. This review will be conducted periodically as mandated by the Code.

Control Activities

Control activities are an integral part of the Group’s day to day operations. Senior Management has set up
control structure to ensure control activities are defined at every business area.

Examples of the Group’s control activities include the following;

Top Management Reviews

= Internal Audit Reports eliciting control weaknesses are presented periodically to Management and Board
Audit Committee.

=  Preparation of financial statements on a daily basis for Management review.

=  Monthly and quarterly profitability review, where the Group’s financial performance is reviewed and
compared with set budgets. Quarterly reports of the Chief Risk Officer to the Board, eliciting the existing
and potential risks facing the Group and the mitigants deployed.

Whistle Blowing

The Group has instituted a strong whistle blowing culture among staff and also created awareness among its
stakeholders. The whistle blowing platform is accessible to all and the aim is primarily to ensure that all cases of
irregularities are made known and addressed by the Company.

Information and Communication/ Monitoring

The Company’s Management understands the need for a timely, reliable and accurate information flow within
the Company, for effective decision making and enhanced financial reporting. Every activity of the Group is
codified in the Group’s standard operating procedure (SOP), which outlines the process flow and specifies the
duties and responsibilities of every officer in relation to the activity. The SOP further highlights requirement for
reporting, the frequency of reporting as well as those within the organization to whom the report would be
directed to.

The following are some of the generic internal reports used by Management for decision making and
monitoring purposes:

=  FINSTAT- Financial Statements Report

=  BPR- Business Performance Review Report
=  MPR- Monthly Profitability Report

= Liquidity Ratio Report

=  OPR - Operations Performance Report

= APR- Account Profitability Report

= ECR- Expense Control Report

= CAC- Criticized Asset Committee Report

= CLR- Criticized Loans Report

= ALCO- Asset and Liability Committee Report
= Qverdraft Efficiency Report
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Directors’ Report

For the Half year ended June 30, 2022

The Directors of Guaranty Trust Holding Company Plc (“the Company”) are pleased to present their report on the
affairs of the Company and its subsidiaries (“the Group”), together with the Group audited financial statements
and the auditor’s report for the half year ended June 30, 2022.

Legal form and principal activity

Guaranty Trust Holding Company Plc was incorporated as public limited company on July 24, 2020. The Company
was licensed as a non-operating financial holding company on April 14, 2021, with the listing of its shares on The

Nigerian Exchange Limited on June 24, 2021. The Company commenced operations on August 1, 2021.

The Company is a financial holding company and its subsidiaries handle Banking, Payments, Pension Fund
Administration and Asset Management.

The financial results of all the subsidiaries have been consolidated in these financial statements.
Operating results

The Snapshot of the Group’s operating results for the period ended June 30, 2022, are shown below:

Group Group Company Company

Jun-22 Jun-21 Jun-22 Jun-21

N'000 N'000 N'000 N'000

Gross Earnings 239,288,952 207,914,405 79,464,184 -

Profit before income tax 103,249,347 93,056,059 78,604,886 -

Income tax expense (25,692,310) (13,641,336) - -

Profit for the period 77,557,037 79,414,723 78,604,886 -
Profit attributable to:

Equity holders of the parent entity 75,798,757 78,140,614 78,604,886 -

Non-controlling interests 1,758,280 1,274,109 - -

Earnings Per Share (Kobo) - Basic 270 279 267 -

Earnings Per Share (Kobo) - Diluted 270 279 267 -

Dividends

During the period under review, Directors proposed the payment of an interim dividend in the sum of 30 Kobo
per ordinary share on the issued capital of 29,431,179,224 Ordinary Shares of 50 Kobo each payable to
Shareholders on the register of shareholding at the closure date. Withholding tax will be deducted at the time of
payment.

There was no income tax consequence on the Company as a result of the dividend pay-out, as the Company is
only required to deduct this tax at source on behalf of Tax authorities in Nigeria. The tax so withheld represents
advance payment of income tax by the recipient shareholders.
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Directors and their interest

The Directors who held office during the year, together with their direct and indirect interests in the issued share
capital (including the Global Depositary Receipts (GDRs)) of the Company as recorded in the register of Directors’
Shareholding and/or as notified by the Directors for the purposes of sections 301 and 302 of the Companies and
Allied Matters Act and the listing requirements of The Nigerian Exchange Limited is noted below:

Direct *Indirect Direct *Indirect
Names Holding Holding Holding Holding
June 2022 June 2022 June 2021 June 2021
Shares of 50k each
1 Mr. H. A. Oyinlola 552,900 352,900
2 Mr. Olusegun Agbaje 32,146,651 9,481,350! 32,146,651 9,481,350!
3 Mrs. C. N. Echeozo 2,108,118 2,940,300 2,108,118 2,940,300
4 Mr. S. Barau - - - -
5 Mrs. H. L. Bouygues - - - -
6 Mr. A. I. Adeniyi 263,312 74,400 263,312 74,400

!Indirect shareholding includes underlying shares of GDRs (Global Depository Receipts)

Directors’ Remuneration

The Company ensures that remuneration paid to its Directors complies with the provisions of the codes of
corporate governance issued by its regulators.

In compliance with Section 34(5) of the Code of Corporate Governance for Public Companies as issued by
Securities and Exchange Commission, the Company makes disclosure of the remuneration paid to its directors as
follows:

Type of package Description Timing
Fixed
- Part of gross salary package for Executive Directors only.

Basic Salar ) - . Paid monthly during the
! ¥ - Reflects the financial industry competitive salary package finlancial ea\; uring

and the extent to which the Company’s objectives have been ¥
met for the financial year
- Part of gross salary package for Executive Directors only.

13 month . - . Paid last month of the
- Reflects the financial industry competitive salary package _. )

salary financial year

and the extent to which the Company’s objectives have
been met for the financial year

Director fees - Paid annually on the day of the Annual General Meeting Paid annually on the day

(‘“AGM’) to Non-Executive Directors only of the AGM
Sitting - Allowances paid to Non-Executive Directors only for Paid after each Meeting
allowances attending Board and Board Committee Meetings.
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Members of the Board

The Board is comprised of Mr. Sola Oyinlola as Chairman, Mr. Segun Agbaje as the Group Chief Executive Officer,
Mrs. Cathy Echeozo as Non-Executive Director, Mr. Suleiman Barau and Mrs. Helen Bouygues as Independent
Non-Executive Directors and Mr. Adebanji Adeniyi as Executive Director. The Central Bank of Nigeria has
approved the appointments and the Directors were approved by Shareholders approval at the 1st Annual General
Meeting.

Changes on the Board
In the course of the half year ended June 30, 2022, there was no change on the Board.

Shareholding analysis

The analysis of the distribution of the shares of the Company as at June 30, 2022, is as follows:

share Range Shareholders | Sharchaider | Holdings | % Shareholding
1 - 10,000 253,559 76.6495 751,215,932 2.5524
10001 - 50,000 57,052 17.2465 | 1,238,265,987 4.2073
50001 - 100,000 9,250 2.7962 655,018,520 2.2256
100001 - 500,000 8,311 2.5124 1,719,621,985 5.8429
500001 - 1,000,000 1,155 0.3492 816,903,463 2.7756
1000001 - 5,000,000 1,118 0.3380 2,219,925,366 7.5428
5000001 - 10,000,000 148 0.0447 1,004,198,680 3.4120
10000001 - 50,000,000 141 0.0426 | 3,038,948,615 10.3256
50000001 - 100,000,000 27 0.0082 1,975,714,441 6.7130
100000001 - 500,000,000 33 0.0100 | 5,970,145,061 20.2851
500000001 - 1,000,000,000 4 0.0012 2,802,037,155 9.5206
1000000001 | - 2,000,000,000 4 0.0012 | 5,880,734,032 19.9813
SUB TOTAL: - 330,802 99.9997 | 28,072,729,237 95.3843
GTCO GDR UNDERLYING SHARES 1 0.0003 1,358,449,987 4.6157
TOTAL 330,803.00 100.00 | 29,431,179,224 100.00

According to the Register of Members as at June 30, 2022, no individual shareholder held more than 5% of the
issued share capital of the Bank except for the following:

PERCENTAGE OF

SHAREHOLDER NO OF SHARES HELD SHAREHOLDING

**  Stanbic  Nominees
2
Nigeria Limited >/863,688,028 19.92

** Stanbic Nominees Nigeria Limited (“Stanbic”) held 19.92% of the Company 's shares largely in trading accounts
on behalf of various investors. Stanbic does not exercise personal voting rights on the said shares..

Donations and charitable gifts

In order to identify with the aspirations of various sections of the society, the Group donated a total sum of
§147,691,122 (June 30 2021: ¥2,484,099,482) as donations and charitable contributions during the year. It
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comprises contributions to Educational organizations, Art and Cultural organizations, and Professional
organizations amongst others.

A listing of the beneficiary organizations and the amounts donated to them is shown in the table:

Community

Development Contributions towards UNEP Finance Initiative membership 14,663,260
Provision of Basic Healthcare for underpriviledged children in
partnership with SRC 45,221,296
Support for Community Health Initiatives 300,000
Support for people living with Autism 1,000,000
Support for Women achievement globally (IWD) 693,750

Education Financial Literacy Training for Schools 19,815,000
Sponsorship of School Sports (NUGA Games) 58,905,717
Support for Children's Day Initiative 1,000,000
Support for School Agriculture Project 2,000,000
Support for School Extra-curricular Activities 1,915,000

Others Others 2,177,100

Post balance sheet events

There were no post balance sheet events which could have a material effect on the financial position of the
Group as at June 30, 2022 and profit attributable to equity holders on the date other than as disclosed in the
financial statements.

Research and development

The Company - on a continuous basis - carries out research into new financial products and services.

Gender Analysis

The average number and percentage of males and females employed during the half year ended June 30 2022
vis-a-vis total workforce is as follows:

Group
Male Female Total Male Female
Number %
Employees 2,721 2,173 4,894 56% 44%



Gender analysis in terms of Board and Top Management as at June 30, 2022 is as follows:

Guaranty Trust Holding Company and Subsidiary Companies

Board
Top Management
Total

Detailed Gender analysis in terms of Board and Top Management as at June 30, 2022 is as follows:

Male

51
55

Female
Number
2
30
32

Total

81
87

Male

66%
62%
63%

Female
%
34%
38%
37%

Assistant General Manager

Deputy General Manager

General Manager

Executive Director (Subsidiaries)
Managing Director (Group Entities)
Deputy Managing Director (Subsidiaries)
Executive Director (Holdco)

Group CEO

Non-Executive Directors

Total

Human Resources Policy

(1) Recruitment

Male

17
14
7
2
10

55

Female
Number
15

N O OONO MO

w
N

Total

32
23
11
2
12

87

Male

53%
61%
64%
100%
83%
100%
100%
100%
50%
63%

Female
%

47%
39%
36%
0%
17%
0%
0%
0%
50%
37%

The Company conforms with all regulatory requirements in the employment of staff, whilst also ensuring that
only fit and proper persons are approved for appointment to board or top management positions. All prescribed
pre-employment screening for prospective employees and other requirements for regulatory confirmation of
top management appointments are duly implemented.

(2) Diversity and Inclusion

The Company treats all employees, prospective employees and customers fairly and equally, regardless of their
gender, sexual orientation, family status, race, colour, nationality, ethnic or national origin, religious belief, age,

physical or mental disability, or any such factor.

The Company seeks to achieve a minimum of 30% and 40% female representation at Board and Top
Management levels respectively, subject to identification of candidates with appropriate skills. For the purpose
of this statement, “Board” refers to Group Chief Executive Officer, Executive Directors and Non-Executive
Directors while “Top Management” refers to General Manager, Deputy General Manager and Assistant General

Manager grades.

(3) Employment of Physically Challenged Persons

The Company operates a non-discriminatory policy in the consideration of applications for employment,
including those received from physically challenged persons.
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In the event of any employee becoming physically challenged in the course of employment, where possible, the
Company is in a position to arrange training to ensure the continuous employment of such a person without
subjecting him/her to any disadvantage in his/her career development. In the period under review, the Company
had three persons on its staff list with physical challenges.

(4) Employee Involvement and Training

The Company encourages participation of employees in arriving at decisions in respect of matters affecting their
well-being through various forums including town hall meetings. Towards this end, the Company provides
opportunities where employees deliberate on issues affecting the Company and employee interests, with a view
to making inputs to decisions thereon.

The Company places a high premium on the development of its workforce. Consequently, the Company
sponsored its employees for various training courses, both locally and overseas, in the year under review. The
Company has also gone into partnership with top-notch executive business schools in Europe and North America
to deliver world-class technical and leadership training to employees in Nigeria.

(5) Health, Safety and Welfare of Employees

The Company maintains business premises designed with a view to guaranteeing the safety and healthy living
conditions of its employees and customers alike. Employees are adequately insured against occupational and
other hazards. In addition, the Company provides medical facilities to its employees and their immediate families
at its expense. In line with the status of the Company as a family-friendly organization, we operate a créche
facility at our Head Office and have plans to expand to other locations in due course. There is a state-of-the-art
gymnasium for staff at our Head Office. This is in addition to the registration of staff members at fitness centres
(within their vicinity) and social clubs towards achieving employee wellness.

The Company has in place a number of training programmes, workshops and enlightenment
programmes/publications designed to equip staff members with basic health management tips, First Aid, fire
prevention and other occupational safety skills.

Fire prevention and fire-fighting equipment are installed in strategic locations within the Company’s premises.

The Company operates a Group Life and Group Personal Accident (formerly known as Workmen’s
Compensation) Insurance covers and Employee Compensation Act contributions for the benefits of its
employees. It also operates a contributory pension plan in line with the Pension Reform Act 2004 (amended in
2014) as well as a terminal gratuity scheme for its employees.

BY ORDER OF THE BOARD

@A/%W\,A Jo

Erhi Obebeduo

Company Secretary

FRC/2017/NBA/00000016024

Plot 635, Akin Adesola Street, Victoria Island, Lagos
19 August 2022
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Statement of Directors’ Responsibilities in Relation to the Financial Statements for the half year ended
June 30, 2022

The Directors accept responsibility for the preparation of the financial statements set out from pages 53 — 287
that give a true and fair view in accordance with the requirements of the International Financial Reporting
Standards.

The Directors further accept responsibility for maintaining adequate accounting records as required by the
Companies and Allied Matters Act of Nigeria 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.

Going Concern:

The Directors have made assessment of the Company’s ability to continue as a going concern and have no reason
to believe that the Bank will not remain a going concern in the years ahead.

Resulting from the above, the directors have a reasonable expectation that the company has adequate resources
to continue operations for the foreseeable future. Thus, directors continued the adoption of the going concern

basis of accounting in preparing the financial statements.

SIGNED ON BEHALF OF THE DIRECTORS BY:

o W T-K- Ay b 1

BANJI ADENIYI SEGUN AGBAJE
CHIEF FINANCIAL OFFICER GROUP MANAGING DIRECTOR
FRC/2013/ICAN/00000004318 FRC/2013/CIBN/00000001782
30 July 2022 30 July 2022
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Report of the Audit Committee

For the half year ended June 30, 2022

To the members of Guaranty Trust Holding Company Plc

In accordance with the provisions of Section 404(7) of the Companies and Allied Matters Act 2004, the
members of the Audit Committee of Guaranty Trust Holding Company Plc hereby report as follows:

& We have exercised our statutory functions under Section 404(7) of the Companies and Allied Matters Act,

2004 and acknowledge the co-operation of management and staff in the conduct of these responsibilities.

We are of the opinion that the accounting and reporting policies of the Company and Group are in
accordance with legal requirements and agreed ethical practices and that the scope and planning of both
the external and internal audits for the half year ended June 30, 2022, were satisfactory and reinforce the
Group’s internal control systems.

We are satisfied that the Company has complied with the provisions of Central Bank of Nigeria
circular BSD/1/2004 dated 18 February, 2004 on “Disclosure of directors' related credits in the financial
statements of Companys”, and hereby confirm that an aggregate amount of N4,250,413,264 (December
31,2021: N6,859,721,453) was outstanding as at June 30, 2022. The status of performance of insider related
credits is as disclosed in Note 46.

We have deliberated with the External Auditors, who have confirmed that necessary cooperation was
received from management in the course of their statutory audit and we are satisfied with management’s
responses to the External Auditor’s recommendations on accounting and internal control matters and the
effectiveness of the Bank’s system of accounting and internal control.

Mrs. Sandra Mbagwu-Fagbemi

Chairman, Audit Committee
July 29, 2022
FRC/2020/002/00000020305

Members of the Audit Committee are:

1.

vk W

Mrs. Sandra Mbagwu-Fagbemi Chairman
Alhaji M.A. Usman
Mrs. A. Kuye

Mrs. C. N. Echeozo
Mrs. H. L. Bouygues

Shareholder’s Representatives
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Corporate Responsibility for Financial Statements as at June 30, 2022

The Group Chief Executive Officer and the Group Chief Financial Officer of Guaranty Trust Holding Company Plc.
have reviewed the audited financial statements and accept responsibility for the financial and other information
within the annual report. The following certifications and disclosures regarding the true and fair view of the
financial statements as well as the effectiveness of the Internal Controls established within the Group are hereby
provided below:

Financial Information

I.  The audited financial statements do not contain any untrue statement of material fact or omit to state a
material fact, which would make the statements misleading.

Il.  The audited financial statements and all other financial information included in the statements fairly
present, in all material respects, the financial condition and results of operation of the Group as of and for
the period ended June 30, 2022.

Effective Internal Controls

l. Effective internal controls have been designed to ensure that material information relating to the Company
and its Subsidiaries are made known by the relevant staff, particularly during the period in which the
audited financial statement report is being prepared.

IIl.  The effectiveness of the Group’s Internal controls have been evaluated within 90 days prior to June 30,
2022
. The Group’s Internal Controls are effective as at June 30, 2022.

Disclosures
I.  There were no significant deficiencies in the design or operation of internal controls which could adversely

affect the Group’s ability to record, process, summarize and report financial data. Furthermore, there were
no identified material weaknesses in the Group’s Internal Control systems.

IIl.  There were no fraud events involving Senior Management or other employees who have a significant role
in the company’s Internal control.

Ill.  There were no significant changes in internal controls or in other factors that could significantly affect
internal controls.

SIGNED BY:

\1
o T A A G T
CHIEF FINANCIAL OFFICER GROUP MANAGING DIRECTOR
BANJI ADENIYI SEGUN AGBAIJE
FRC/2013/ICAN/00000004318 FRC/2013/CIBN/00000001782
28 July, 2022 28 July, 2022
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Lagos.

INDEPENDENT AUDITOR'S REPORT
TO THE SHAREHOLDERS OF GUARANTY TRUST HOLDING COMPANY PLC

Report on the Audit of the Consolidated and Separate Financial Statements

Opinion

We have audited the consolidated and separate financial statements of Guaranty Trust Holding Company (“the Company")
and its subsidiaries (together “the Group”), which comprise the consolidated and separate statements of financial
position as at 30 June 2022, and the consolidated and separate income statements, the consolidated and separate
statements of other comprehensive income, the consolidated and separate statements of changes in equity and the
consolidated and separate statements of cash flows for the six months then ended, and a summary of significant accounting
policies and notes to the consolidated and separate financial statements.

In our opinion, the accompanying consolidated and separate financial statements give a true and fair view of the
consolidated and separate financial position of the Group and the Company as at 30 June 2022 and its consolidated and
separate financial performance and consolidated and separate cash flows for the six months then ended in accordance with
the International Financial Reporting Standards and the relevant provisions of the Companies and Allied Matters Act 2020,
the Banks and Other Financial Institutions Act (BOFIA) 2020, and relevant circulars issued by the Central Bank of Nigeria
(CBN) and in compliance with the Financial Reporting Council of Nigeria Act No. 6, 2011.

Basis for Opinion

We conducted our audit in accordance with the International Standards on Auditing (ISAs). Our responsibilities under those
standards are further described in the Auditor's Responsibilities for the Audit of the Consolidated and Separate Financial
Statements section of our report. We are independent of the Group and the Company in accordance with the International
Ethics Standards Board for Accountants’ Code of Ethics for Professional Accountants (including International Independence
Standards) (IESBA Code) together with the ethical requirements that are relevant to our audit of the consolidated and
separate financial statements in Nigeria, and we have fulfilled our other ethical responsibilities in accordance with these
requirements and the IESBA Code. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

Key Audit Matter

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the
consolidated and separate financial statements of the current year. These matters were addressed in the context of our
audit of the consolidated and separate financial statements as a whole, and in forming our opinion thereon, and we do not
provide a separate opinion on these matters. For the matter below, our description of how our audit addressed the matter
is provided in that context.

We have fulfilled the responsibilities described in the Auditor’s Responsibilities for the Audit of the Consolidated and Separate
Financial Statements section of our report, including in relation to these matters. Accordingly, our audit included the
performance of procedures designed to respond to our assessment of the risks of material misstatement of the consolidated
and separate financial statements. The results of our audit procedures, including the procedures performed to address the
matters below, provide the basis for our audit opinion on the accompanying consolidated and separate financial statements.

A member firm of Ernst & Young Global Limited
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INDEPENDENT AUDITOR'S REPORT

TO THE SHAREHOLDERS OF GUARANTY TRUST HOLDING COMPANY PLC - Continued

Key Audit Matters - Continued

The Key Audit Matter apply to the audit of the consolidated financial statements.

Key Audit Matter

How the matter was addressed in the audit

Impairment of loans and advances to customers and off-
balance sheet loan commitments

The determination of the adequacy of the allowance for
expected credit losses (ECL) for loans and advances and off-
balance sheet loan commitments is highly subjective and
judgmental.

As at 30 June 2022, the Group reported total gross loans
and advances to customers and total credit risk exposure
relating to off-balance sheet of N1,917.3 billion and N632.4
billion, respectively; allowance for ECL of N84.2billion; and
ECL impairment charges of N3.3 billion.

Given the subjective nature of the calculation of ECL there
is a heightened risk that the extent of allowances could be
misstated.

The ECL model involves the application of considerable level
of judgement and estimation in determining inputs for ECL
calculation such as:

e determining criteria for significant increase in credit
risk (SICR) for the purpose of stage assessment.

e assessing the relationship between default and macro-
economic variables.

e incorporating forward looking information in the
expected credit loss and establishing multiple scenarios
with related probability weights.

« validating the completeness and accuracy of historical
data used to recalibrate the models

e validating the completeness and accuracy of data used
to run the models; and

e factors incorporated in determining the Probability of
Default (PD), the Loss Given Default (LGD), the
Recovery Rate and the Exposure at Default (EAD).

e factors considered in cash flow estimation including
timing and amount.
factors considered in collateral valuation.
factors considered in determining Credit Conversion
Factor (CCF) for off balance sheet exposures such as
bonds and guarantees and loan commitments.

Our audit approach was a combination of control reliance
and substantive procedures.

We reviewed IT General and Application controls governing
the IT systems used to calculate expected credit losses
such as the process for data migration and upload, access
controls over inputs into the system, change management
controls and staging configuration within the system.

We reviewed management’s criteria for default and
significant increase in credit risk (SICR) by reviewing
customer files and account statements for selected
obligors to identify quantitative and gualitative indicators
of SICR and default.

In addition, for stage 3 exposures, we assessed all the
assumptions considered in the estimation of recovery cash
flows, the discount factor, collateral valuation, and timing
of realization.

Working with our credit risk modelling specialists, we
gained an understanding of how the PD, LGD and EAD were
derived by reviewing the ECL model documentation and
performing walkthroughs.

Our specialists evaluated and performed the following in
respect of the ECL parameters:

Probability of default (PD)

e Assessed the Group's rating scale based on their
homogenous categories.

e Re-computed the through-the-cycle PDs, by observing
yearly migration of balances from a performing state
to a non-performing state rating over a four-year
period.

* Re-calculated the conversion of through-the-cycle PDs
to conditional PDs.

Loss given default (LGD)

e Reviewed the assumptions used in determining LGD.

e Tested historical data for recoveries on unsecured
exposures and re-computed unsecured LGD in order to
assess the reasonableness of the Group's LGD
computations.

e Reviewed and challenged the reasonableness of
collateral parameters.
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INDEPENDENT AUDITOR'S REPORT
TO THE SHAREHOLDERS OF GUARANTY TRUST HOLDING COMPANY PLC - Continued

Key Audit Matters - Continued

Key Audit Matter How the matter was addressed in the audit

The determination of ECL on loans and advances to
customers and off-balance sheet accounts is | Exposure at default (EAD)

considered a key audit matter given the significant | We re-computed the Lifetime exposures at default using
balances of loans and advances to customers, off | the EAD parameters contained in the loan book.
balance-sheet accounts, and related ECL allowances
and charges, and the level of complexity and judgement | Disclosures

involved in the process. We evaluated the adequacy of disclosures in the financial
statements including the appropriateness of assumptions
See Note 3(V) for the related Accounting policies and | and sensitivities disclosed. We tested the data and
Notes 29 and 43 of the Consolidated and Separate | calculations supporting the disclosures.

Financial Statements for the details of the balances.

Other Information

The Directors are responsible for the other information. The other information comprises the information included in the
document titled “Guaranty Trust Holding Company Plc Audited Consolidated and Separate Financial Statements Together
with Directors’ and Auditor’s Reports for the period ended 30 June 2022", which includes the Corporate Governance,
Subsidiaries Governance, Sustainability Report, Complaints and Feedback, Anti-Money Laundering and Combating Terrorist
Financing Framework, Internal Control and Risk Management Systems, Directors’ Report, Statement of Directors’
Responsibilities, Report of the Audit Committee, Corporate Responsibility for Financial Statements, and Other National
Disclosures as required by the Companies and Allied Matters Act 2020, and the Financial Reporting Council Act, No. 6,
2011, which we obtained prior to the date of this report. Other information does not include the consolidated and separate
financial statements and our auditor’s report thereon.

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

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

to report in this regard.

Responsibilities of the Directors for the Consolidated and Separate Financial Statements

The Directors are responsible for the preparation and fair presentation of the consolidated and separate financial statements
in accordance with the International Financial Reporting Standards and the relevant provisions of the Companies and Allied
Matters Act 2020, the Banks and Other Financial Institutions Act (BOFIA) 2020, and relevant circulars issued by the Central
Bank of Nigeria (CBN) and in compliance with the Financial Reporting Council of Nigeria Act No. 6, 2011, and for such
internal controls as the Directors determine is necessary to enable the preparation of consolidated and separate financial
statements that are free from material misstatements, whether due to fraud or error.
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INDEPENDENT AUDITOR'S REPORT
TO THE SHAREHOLDERS OF GUARANTY TRUST HOLDING COMPANY PLC - Continued

Responsibilities of the Directors for the Consolidated and Separate Financial Statements - Continued

In preparing the consolidated and separate financial statements, the Directors are responsible for assessing the Group and
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 either intend to liquidate the Group and/or the Company or to
cease operations, or have no realistic alternative but to do so.

Auditor's Responsibilities for the Audit of the Consolidated and Separate Financial Statements

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

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

« |dentify and assess the risks of material misstatement of the consolidated and separate 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 resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations,
or the override of internal control.

e 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 Group’s and the Company's
internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related
disclosures made by the Directors.

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

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

« Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated and separate financial
statements. We are responsible for the direction, supervision and performance of the Group audit. We
remain solely responsible for our audit opinion.
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INDEPENDENT AUDITOR'S REPORT
TO THE SHAREHOLDERS OF GUARANTY TRUST HOLDING COMPANY PLC - Continued

Auditor’s Responsibilities for the Audit of the Consolidated and Separate Financial Statements - Continued

We communicate with the Directors regarding, among other matters, the planned scope and timing of the audit and significant
audit findings, including any significant deficiencies in internal control that we identify during our audit.

We also provide the Directors with a statement that we have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships and other matters that may reasonably be thought to bear on
our independence and where applicable, actions taken to eliminate threats or safeguards applied.

From the matters communicated with the Directors, we determine those matters that were of most significance in the audit of
the consolidated and separate financial statements of the current period and are therefore the key audit matters. We describe
these matters in our auditor's report unless law or requlation precludes public disclosure about the matter or when, in extremely
rare circumstances, we determine that a matter should not be communicated in our report because the adverse consequences
of doing so would reasonably be expected to outweigh the public interest benefits of such communication.

Report on Other Legal and Requlatory Requirements
In accordance with the requirement of the Fifth Schedule of the Companies and Allied Matters Act, 2020, we confirm that:

i) We have obtained all the information and explanations which to the best of our knowledge and belief were
necessary for the purpose of our audit.

i In our opinion, proper books of account have been kept by the Group and the Company, in so far as it appears
from our examination of those books.

iiii) The consolidated and separate statements of financial position, the consolidated and separate income statements,
and the consolidated and separate statements of other comprehensive income are in agreement with the books
of account; and

iv) In our opinion, the consolidated and separate financial statements have been prepared in accordance with the
provisions of the Companies and Allied Matters Act, 2020 so as to give a true and fair view of the state of affairs
and financial performance of the Company and its subsidiaries.
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INDEPENDENT AUDITOR'S REPORT
TO THE SHAREHOLDERS OF GUARANTY TRUST HOLDING COMPANY PLC - Continued

Report on Other Legal and Regulatory Requirements - Continued

In compliance with the Banks and Other Financial Institutions Act 2020, and circulars issued by Central Bank of Nigeria, we
confirm that:

i) Related party transactions and balances are disclosed in Note 46 to the consolidated and separate financial statements
in compliance with Central Bank of Nigeria circular BSD/1/2004.

ii) Returns on customers’ complaints are disclosed in Other Information - Complaints and Feedback in compliance with
Central Bank of Nigeria circular PDR/DIR/CIR/01/20.

iii) As stated in Note 47 to the consolidated and separate financial statements, Guaranty Trust Bank Limited (formerly
Guaranty Trust Bank Plc) paid penalties in respect of contraventions of certain sections of the Banks and Other
Financial Institutions Act 2020 and circulars issued by Central Bank of Nigeria during the year ended 30 June 2022.

Anthony Oputa
FRC/2013/ICAN/OO!

For: Ernst & Young
Lagos, Nigeria
18 August 2022
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Consolidated and separate statements of financial position

B Guaranty Trust Holding Company and Subsidiary Companies

As at 30 June 2022
Group Group Company Company

In thousands of Nigerian Naira Notes Jun-2022 Dec-2021 Jun-2022 Dec-2021
Assets
Cash and bank balances 22 1,038,773,906 933,591,069 - -
Financial assets at fair value through profit or

loss 23 262,320,001 104,397,651 - -
Derivative financial assets 24 14,289,305 24,913,435 - -
Investment securities: -
— Fair value through profit or loss 25 3,904,458 3,904,458 - -
— Fair value through other comprehensive

income 25 273,662,395 276,041,190 - -
— Held at amortised cost 25 766,157,451 846,923,215 - -
Assets pledged as collateral 26 123,258,000 79,273,911 - -
Loans and advances to banks 27 1,597,490 115,014 - -
Loans and advances to customers 28 1,833,097,144 1,802,587,381 - -
Restricted deposits and other assets 33 1,137,835,972 1,137,554,208 284,063 1,407,460
Investment in subsidiaries 29 - - 162,956,559 141,811,575
Property and equipment, and Right of use
assets 30 199,278,338 203,971,924 938,699 496,969
Intangible assets 31 29,103,787 19,573,604 - -
Deferred tax assets 32 2,720,129 3,187,937 - -
Total assets 5,685,998,376 5,436,034,997 164,179,321 143,716,004
Liabilities

Deposits from banks 34 131,799,616 118,027,576 - -
Deposits from customers 35 4,262,634,826 4,012,305,554 - -
Financial liabilities at fair value through profit
or loss 36 1,614,361 - - -
Derivative financial liabilities 24 1,228,279 1,580,971 - -
Other liabilities 37 316,277,220 231,519,271 27,398,670 6,076,055
Current income tax liabilities 20 15,467,593 22,676,168 - -
Other borrowed funds 39 99,961,020 153,897,499 - -
Deferred tax liabilities 32 11,324,398 12,800,866 - -
Total liabilities 4,840,307,313 4,552,807,905 27,398,670 6,076,055




Consolidated and separate statements of financial position (Continued)

B Guaranty Trust Holding Company and Subsidiary Companies

Group Group Company Company

In thousands of Nigerian Naira Notes Jun-2022 Dec-2021 Jun-2022 Dec-2021
Capital and reserves 40

Share capital 14,715,590 14,715,590 14,715,590 14,715,590
Share premium 123,471,114 123,471,114 123,471,114 123,471,114
Treasury shares (8,125,998) (8,125,998) - -
Retained earnings 164,068,117 198,358,025 (1,406,053) (546,755)
Other components of equity 532,375,954 535,938,145 - -
Capital and reserves attributable to equity

holders of the parent entity 826,504,777 864,356,876 136,780,651 137,639,949
Non-controlling interests in equity 19,186,286 18,870,216 - -
Total equity 845,691,063 883,227,092 136,780,651 137,639,949
Total liabilities and equity 5,685,998,376 5,436,034,997 164,179,321 143,716,004

Approved by the Board of Directors on 30 July 2022:

*74\7" e =

Group Chief Financial Officer

Banji Adeniyi
FRC/2013/ICAN/00000004318

T/ A G 2 T

CM‘/ALM

Group Chief Executive Officer

Segun Agbaje

FRC/2013/CIBN/00000001782

The accompanying notes to the financial statements form an integral part of these financial statements.

Non Exective Director

Cathy Echeozo

FRC/2013/ICAN/00000001319
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Consolidated and separate income statements

For the period ended 30 June 2022

B Guaranty Trust Holding Company and Subsidiary Companies

Group Group Company Company

In thousands of Nigerian Naira Notes Jun-2022 Jun-2021 Jun-2022 Jun-2021
Interest income calculated using the effective interest
method 9 134,985,729 116,864,807 - -
Interest income on financial assets at fair value through
profit or loss 9 12,213,878 9,226,294 - -
Interest expense 10 (26,351,379)  (19,035,826) - -
Net interest income 120,848,228 107,055,275 - -
Loan impairment charges 11 (3,519,038) (4,714,675) - -
Net interest income after loan impairment charges 117,329,190 102,340,600 - -
Fee and commission income 12 46,479,355 38,284,192 - -
Fee and commission expense 13 (6,713,478) (1,428,928) - -
Net fee and commission income 39,765,877 36,855,264 - -
Net trading gains on financial instruments held at fair
value through profit or loss 14 23,598,680 17,685,428 - -
Other income 15 22,011,310 25,853,684 79,464,184 -
Net impairment charge on other financial assets 16 (543) (341,707) - -
Personnel expenses 17 (18,539,903) (17,234,789) (615,026) -
Depreciation and amortisation 18 (17,345,473)  (17,761,788) (43,250) -
Other operating expenses 19 (63,569,791)  (54,340,633) (201,022) -
Profit before income tax 103,249,347 93,056,059 78,604,886 -
Income tax expense 20 (25,692,310) (13,641,336) - -
Profit for the period 77,557,037 79,414,723 78,604,886 -
Profit attributable to:
Equity holders of the parent entity 75,798,757 78,140,614 78,604,886 -
Non-controlling interests 1,758,280 1,274,109 - -

77,557,037 79,414,723 78,604,886 -
Earnings per share attributable to the equity holders
of the parent entity during 'the period (expressed in naira per share):
— Basic 21 2.70 2.79 2.67 -
— Diluted 21 2.70 2.79 2.67 -

The accompanying notes to the financial statements form an integral part of these financial statements.
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B Guaranty Trust Holding Company and Subsidiary Companies

Consolidated and separate statements of other comprehensive income
For the period ended 30 June 2022

Group Group Company Company

In thousands of Nigerian Naira Notes Jun-2022 Jun-2021 Jun-2022 Jun-2021
Profit for the period 77,557,037 79,414,723 78,604,886 -
Other comprehensive income to be reclassified to profit or loss in
subsequent Periods:
Foreign currency translation differences for foreign operations (29,316,647) (2,731,600) - -
Income tax relating to foreign currency translation differences
for foreign operations 20 8,794,994 819,480 - -
Net change in fair value of other financial assets FVOCI (21,580,616)  (19,839,760) - -
Income tax relating to change in fair value of other financial
assets FVOCI 20 6,474,185 5,951,928 - -

(35,628,084) (15,799,952) - -
Other comprehensive (loss) for the period, net of tax (35,628,084)  (15,799,952) - -
Total comprehensive income for the period 41,928,953 63,614,771 78,604,886 -
Total Comprehensive Income attributable to:
Equity holders of the parent entity 41,612,883 61,670,623 78,604,886 -
Non-controlling interests 316,070 1,944,148 - -
Total comprehensive income for the period 41,928,953 63,614,771 78,604,886 -

The accompanying notes to the financial statements form an integral part of these financial statements.
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B Guaranty Trust Holding Company and Subsidiary Comp
Consolidated Statement of Changes in Equity
For the period ended 30 June 2021
Group
Foreign
Regulatory Other currency Total equity Non-
In thousands of Nigerian Naira Share Share risk regulatory Treasury Fair value translation Retained attributable  controlling Total
capital premium reserve reserves shares reserve reserve earnings to parent interest equity

Balance at 1 January 2021 14,715,590 123,471,114 62,428,155 386,056,504  (6,928,103) 4,016,558 20,933,240 193,921,810 798,614,868 15,780,809 814,395,677
Total comprehensive income for the period:
Profit for the period - - - - - - - 78,140,614 78,140,614 1,274,109 79,414,723
Other comprehensive income, net of tax
Foreign currency translation difference - - - - - - (1,921,134) - (1,921,134) 9,014 (1,912,120)
Fair value adjustment - - - - - (14,548,857) - - (14,548,857) 661,025  (13,887,832)
Total other comprehensive income/(loss) - - - - - (14,548,857) (1,921,134) - (16,469,991) 670,039 (15,799,952)
Total comprehensive income/(loss) - - - - - (14,548,857) (1,921,134) 78,140,614 61,670,623 1,944,148 63,614,771
Transactions with equity holders, recorded
directly in equity:
Transfers for the period - - 6,400,304 22,327,311 - - - (28,727,615) - - -
(Acquisition)/disposal of own shares’ - - - - (609,245) - - - (609,245) - (609,245)
Dividend to equity holders” - - - - - - - (79,464,184)  (79,464,184) (354,556)  (79,818,740)

- - 6,400,304 22,327,311 (609,245) - - (108,191,799) (80,073,429) (354,556)  (80,427,985)
Balance at 30 June 2021 14,715,590 123,471,114 68,828,459 408,383,815 (7,537,348) (10,532,299) 19,012,106 163,870,625 780,212,062 17,370,401 797,582,463

! Please refer to Note 41
?Please refer to Note 42

The accompanying notes to the financial statements form an integral part of these financial statements.
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Statement of Changes in Equity
For the period ended 30 June 2022
Company

B Guaranty Trust Holding Company and Subsidiary Companies

In thousands of Nigerian Naira Share Share Regulatory risk  Other regulatory Fair value Retained Total
capital premium reserve reserves’ reserve earnings equity
Balance at 1 January 2022 14,715,590 123,471,114 - - - (546,755) 137,639,949
Total comprehensive income for the Period:
Profit for the period - - - - - 78,604,886 78,604,886
Other comprehensive income, net of tax
Total other comprehensive income - - - - - - -
Total comprehensive income - - - - - 78,604,886 78,604,886
Transactions with equity holders, recorded
directly in equity:
Dividend to equity holders’ - - - - - (79,464,184) (79,464,184)
- - - - - (79,464,184)  (79,464,184)
Balance at 30 June 2022 14,715,590 123,471,114 - - - (1,406,053) 136,780,651

! Please refer to Note 41

?please refer to Note 42

The accompanying notes to the financial statements form an integral part of these financial statements.
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B Guaranty Trust Holding Company and Subsidiary Companies

Consolidated and separate statements of cash flows

For the period ended 30 June 2022

Group Group Company Company
In thousands of Nigerian Naira Notes Jun-2022 Jun-2021 Jun-2022 Jun-2021
Cash flows from operating activities
Profit for the period 77,557,037 79,414,723 78,604,886 -
Adjustments for:
Depreciation of property and equipment 18 14,656,302 15,469,516 43,250 -
Amortisation of Intangible assets 18 2,689,171 2,292,272 - -
Gain on disposal of property and equipment 15 (34,808) 64,725 - -
Gain on repossessed collateral 15 - - - -
Impairment on financial assets 3,519,581 5,056,382 - -
Net interest income (120,848,228) (107,055,275) - -
Foreign exchange gains 15 (8,199,905) (13,489,614) - -
Fair value changes for assets at FVTPL (2,400,487) (1,638,035) - -
Dividend income 15 (248,271) (179,750) (79,464,184) -
Income tax expense 20 25,692,310 13,641,336 - -
Other non-cash items 888,836 60,175 - -
(6,728,462) (6,363,545) (816,048) -
Net changes in:
Financial assets at fair value through profit or
loss (167,152,491) (6,988,465) - -
Assets pledged as collateral (45,973,803) (7,252,872) - -
Loans and advances to banks and placements
with banks 20,165,958 1,349,324 - -
Loans and advances to customers (80,130,342) 33,769,261 - -
Restricted deposits and other assets 23,872,882 159,119,864 1,123,397 -
Deposits from banks 34,730,074 25,221,281 - -
Deposits from customers 364,706,076 109,223,817 - -
Financial liabilities at fair value through profit or
loss 1,614,361 3,086,939 - -
Other liabilities 88,879,003 (26,867,306) 21,322,615 -
240,711,718 290,661,843 22,446,012 -
Interest received 137,888,091 122,353,670 - -
Interest paid (26,328,519) (18,121,172) - -
111,559,572 104,232,498 - -
345,542,828 388,530,796 21,629,964 -
Income tax paid 20(b) (25,301,380) (24,235,132) - -
Net cash flow provided by operating activities 320,241,448 364,295,664 21,629,964 -

The accompanying notes to the financial statements form an integral part of these financial statements.
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B Guaranty Trust Holding Company and Subsidiary Companies

Consolidated and separate statements of cash flows

For the period ended 30 June 2022

Group Group Company Company
In thousands of Nigerian Naira Notes Jun-2022 Jun-2021 Jun-2022 Jun-2021
Cash flows from investing activities
Redemption of investment securities 1,484,964,473 1,186,139,664 - -
Purchase of investment securities (1,456,983,351) (1,382,683,572) - -
Dividends received 15 248,271 179,750 79,464,184 -
Purchase of property and equipment and Right of
use assets 30 (12,639,874) (18,318,910) (484,980) -
Proceeds from the sale of property and equipment 133,387 491,387 - -
Purchase of intangible assets 31 (12,306,851) (1,927,565) - -
Net cash flow (used in)/ from investing activities 3,416,055 (216,119,246) 78,979,204 -
Cash flows from financing activities
Repayment of long term borrowings 39(b) (58,968,718) (20,245,350) - -
Proceeds from long term borrowings 39(b) 5,480,157 16,613,140 - -
Additional investment in subsidiary 31 - - (21,144,984) -
Purchase of treasury shares 40(b) - (609,245) - -
Lease liabilities 37(f) (1,675,802) (1,511,110) - -
Dividends paid to owners 41 (79,464,184) (79,464,184) (79,464,184) -
Dividends paid to non-controlling interests 41 - (354,556) - -
Net cash flow used in financing activities (134,628,547) (85,571,305) (100,609,168) -
Net increase in cash and cash equivalents 189,028,956 62,605,113 - -
Cash and cash equivalents at beginning of the period 905,657,236 711,429,420 - -
Effect of exchange rate fluctuations on cash held (62,196,144) (12,581,811) - -
Cash and cash equivalents at end of the period 22(b) 1,032,490,048 761,452,722 - -

The accompanying notes to the financial statements form an integral part of these financial statements.
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Notes to the Financial statements E Guaranty Trust Holding Company and Subsidiary Companies

Reporting entity

Guaranty Trust Holding Company Plc (“the Parent” or the “the Company”) is a company incorporated in
Nigeria. The address of the Company’s registered office is Plot 635, Akin Adesola Street, Victoria Island,
Lagos. These separate and consolidated financial statements, for the period ended 30 June 2022, are
prepared for the Company and the Group (Holding Company and its subsidiaries, separately referred to
as “Group entities”) respectively. The Group is primarily involved in the provision of banking and other
financial services to corporate and individual customers.

Guaranty Trust Holding Company Plc (GTCO Plc) commenced operations on August 1, 2021, after the
transitioning of Guaranty Trust Bank plc into a financial holding company in accordance with the Central
Bank of Nigeria (CBN)’s Guidelines for Licensing and Regulation of Financial Holding Companies in
Nigeria, 2014 on July 1, 2021.

The transition was sequel to receipt of shareholders’ approval in November 2020 by way of a scheme of
arrangement which allows the Group to hold equity investments in non-core banking businesses under a
subsidiary arrangement.

It is therefore expected that the restructuring would afford the Group greater strategic agility to harness
opportunities across the financial services landscape while strengthening the Group’s resilience in the
face of regulatory/consumer behaviour changes.

Under the terms of the approved scheme of arrangement, the Bank's shareholders agreed to exchange
their shares on a one-for-one basis for shares in Guaranty Trust Holding Company Plc (the Holding
Company), and holders of global depositary receipts (GDRs) representing shares issued by the Bank (the
Bank GDRs) have agreed to exchange their GDRs on a one-for-one basis for GDRs representing shares
issued by the Holding Company.

The Holding Company’s shares were admitted on the Official List of the Nigerian Exchange (NGX) on June
24, 2021 and the GDRs were admitted to trading on the main market of the London Stock Exchange on
July 1, 2021. Pursuant to the listings, the Bank was registered as a limited liability company with the
Corporate Affairs Commission (Nigeria) under the name Guaranty Trust Bank Limited.

Basis of preparation

The consolidated and separate annual financial statement for the period ended 30 June 2022 has been
prepared in accordance with the International Financial Reporting Standards as issued by the
International Accounting Standards Board (IASB). The financial statements comply with the Companies
and Allied Matters Act, the Banks and Other Financial Institutions Act, the Financial Reporting Council of
Nigeria Act and other relevant Cental Bank of Nigeria circulars.

IFRS does not explicitly specify the accounting treatment for a group restructuring / re-organisation but
provides guidance on the choices available in accounting for such transactions. In accounting for this
restructuring, the Group applied the pooling of interests method of accounting after taking the following
into consideration:
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Notes to the Financial statements E Guaranty Trust Holding Company and Subsidiary Companies

o The assets and liabilities of the company and subsidiaries are reflected at their carrying amounts
as no adjustments have been made to reflect fair values, or recognise any new assets or liabilities, at the
date of the combination. The accounting policies of the company and subsidiaries are well aligned upon
the reorganization.

. No ‘new’ goodwill is recognised as a result of the reorganization.

. The consolidated income statement reflects the results of the company and its subsidiaries.

Although Guaranty Trust Holdings Plc commenced operations on August 1, 2021, the accounting
information has been prepared as if the Group had always been in existence in its current form and prior
period comparatives presented accordingly.

The Financial Statements were authorized for issue by the directors on 30th July 2022.

(a) Significant Accounting Policies

The accounting policies set out below have been applied consistently to all periods presented in these
financial statements. All entities within the Group apply the same accounting policies.

(a) Functional and presentation currency

These Consolidated and Separate financial statements are presented in Nigerian Naira, which is
the Company’s functional currency. Except where indicated, financial information presented in
Naira has been rounded to the nearest thousand.

(b) Basis of measurement

These financial statements have been prepared on the historical cost basis except for the
following:
= Derivative financial instruments which are measured at fair value.
= Non-derivative financial instruments, carried at fair value through profit or loss, are
measured at fair value.
=  Fair value through other comprehensive income (FVOCI) financial assets are measured at
fair value through equity.
= Liabilities for cash-settled share-based payment arrangements are measured at fair value.
= The Employee benefit asset is recognized as the present value of the defined
benefit obligation less the fair value of the plan assets.
= The plan assets for defined benefit obligations are measured at fair value.
= Assets and liabilities at fair value through profit or loss are measured at fair value.
=  Assets and Liabilities held to maturity are measured at amortised cost.
= Loans and Receivables are measured at amortised cost.
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Notes to the Financial statements E Guaranty Trust Holding Company and Subsidiary Companies

(c) Use of Estimates and Judgements

The preparation of the financial statements in conformity with IFRS requires the directors to
make judgements, estimates and assumptions that affect the application of policies and reported
amounts of assets and liabilities, income and expenses. The estimates and associated
assumptions are based on historical experience and various other factors that are believed to be
reasonable under the circumstances, the results of which form the basis of making the
judgements about carrying values of assets and liabilities that are not readily apparently from
other sources. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognized in the period in which the estimate is revised and in any
future periods affected.

Changes to accounting policies

New and amended standards and interpretations
The accounting policies adopted are consistent with those of the previous financial period.

Standards and interpretations effective during the reporting period

Amendments to the following standard(s) became effective in the annual period starting from 1 January,
2022. The new reporting requirements as a result of the amendments and/or clarifications have been
evaluated and their impact or otherwise are noted below:

Amendment to IAS 16 - Property, Plant and Equipment: proceeds before intended use

The IASB issued amendment to IAS 16 — Property, Plant and Equipment which is effective for annual
reporting periods beginning on or after 1 January 2022. The amendment prohibits the deduction from
the cost to an item of property, plant and equipment proceeds of the sale of items produced while
bringing the asset to the location and condition necessary for it to be capable of operating in the manner
intended by Management. Instead, an entity should recognize the sale proceeds and related production
cost of those items in Profit or loss.

The amendment must be applied retrospectively only to items of PP&E made available for use on or after
the beginning of the earliest period presented when the entity first applies the amendments.

The amendment did not have an impact on the Group’s financial statements.
Amendment to IAS 37 — Provisions, Contingent liabilities and Contingent assets

The IASB published amendment to IAS 37 — Provisions, Contingent liabilities and Contingent assets in
May 2020. The amendment which is effective for annual reporting periods beginning on or after 1
January 2022 specifies the costs an entity needs to include when assessing whether a contract is
onerous.

The amendment clarifies that the costs that relate to a contract comprise both incremental costs of
fulfilling the contract and an allocation of other direct costs related to the contract activities. The
amendment is not expected to have any material impact on the Group.
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Notes to the Financial statements E Guaranty Trust Holding Company and Subsidiary Companies

IFRS 3 — Reference to the Conceptual Framework

The amendments add an exception to the recognition principle of IFRS 3 to avoid the issue of potential
‘day 2’ gains or losses arising for liabilities and contingent liabilities that would be within the scope of IAS
37 Provisions, Contingent Liabilities and Contingent Assets or IFRIC 21 Levies, if incurred separately. The
exception requires entities to apply the criteria in IAS 37 or IFRIC 21, respectively, instead of the
Conceptual Framework, to determine whether a present obligation exists at the acquisition date.

The amendment did not have an impact on the Group’s financial statements.

IFRS 9: Fees in the ‘10 per cent’ test for derecognition of financial liabilities

The amendment clarifies the fees that an entity includes when assessing whether the terms of a new or
modified financial liability are substantially different from the terms of the original financial liability.
These fees include only those paid or received between the borrower and the lender, including fees paid
or received by either the borrower or lender on the other’s behalf. There is no similar amendment
proposed for IAS 39.

An entity applies the amendment to financial liabilities that are modified or exchanged on or after the
beginning of the annual reporting period in which the entity first applies the amendment.

An entity applies the amendment for annual reporting periods beginning on or after 1 January 2022.

The amendment did not have an impact on the Group’s financial statements.
Standards and interpretations issued/amended but not yet effective

The following standards have been issued or amended by the IASB but are yet to become effective for
annual periods beginning on or after 1 January 2022:

Standard Content Effective Date

1. e L. Liabiliti
IAS 1 Amendment to IAS 1- Classification of Liabilities as Current 01-Jan-23
or Noncurrent

IFRS 17 Insurance Contracts 01-Jan-23

IFRS 8 Amendment to IFRS 8-Definition of Accounting Estimates 01-Jan-23
Amendment to IAS 12-Deferred Tax related to Assets and

IAS 12 01-Jan-23

Liabilities arising from a Single Transaction
Disclosure of Accounting Policies - Amendments to IAS 1 and

IAS 1 IFRS Practice Statement 2 01-Jan-23

The Group has not applied the following new or amended standards in preparing these consolidated and

separate financial statements as it plans to adopt these standards at their respective effective dates.
Commentaries on these new standards/amendments are provided below.

IFRS 17 — Insurance Contracts
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The IASB issued IFRS 17 in May 2017 and applies to annual reporting periods beginning on or after 1
January 2023. The new IFRS 17 standard establishes the principles for the recognition, measurement,
presentation and disclosure of Insurance contracts within the scope of the Standard.

The objective of IFRS 17 is to ensure an entity provides relevant information that faithfully represents
those contracts. This information gives a basis for users of financial statements to assess the effect that
insurance contracts have on the entity’s financial position, financial performance and cash flows. This
standard does not impact the Group in anyway as the Bank and its subsidiary companies do not engage
in insurance business.

Amendment to IAS 1 — Classification of Liabilities as Current or Non-current

In January 2020, the IASB issued amendment to IAS 1 to specify the requirements for classifying liabilities
as current or non-current. The amendments are effective for annual reporting periods beginning on or
after 1 January 2023 and must be applied retrospectively.The amendment clarify:

e What is meant by a right to defer settlement.

e That a right to defer must exist at the end of the reporting period.

e That classification is unaffected by the likelihood that an entity will exercise its deferral right.

e That only if an embedded derivative in a convertible liability is itself an equity instrument would the

terms of a liability not impact its classification.

The Board also added two new paragraphs (Paragraph 76A and 76B) to IAS1 to clarify what is meant by
“settlement” of a liability. The Board concluded that it was important to link the settlement of the liability
with the outflow of resources of the entity.
The amendment does not have any material impact on the Group.

IFRS 8 — Definition of Accounting Estimates

The amended standard clarifies that the effects on an accounting estimate of a change in an input or a
change in a measurement technique are changes in accounting estimates if they do not result from the
correction of prior period errors. The previous definition of a change in accounting estimate specified
that changes in accounting estimates may result from new information or new developments. Therefore,

such changes are not corrections of errors. This aspect of the definition was retained by the Board.
The amendment does not have any material impact on the Group.

IAS 12 - Deferred Tax related to Assets and Liabilities arising from a Single Transaction

The amendments clarify that where payments that settle a liability are deductible for tax purposes, it is a
matter of judgement (having considered the applicable tax law) whether such deductions are
attributable for tax purposes to the liability recognised in the financial statements (and interest expense)
or to the related asset component (and interest expense). This judgement is important in determining
whether any temporary differences exist on initial recognition of the asset and liability.

Under the amendments, the initial recognition exception does not apply to transactions that, on initial
recognition, give rise to equal taxable and deductible temporary differences. It only applies if the

66
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recognition of a lease asset and lease liability (or decommissioning liability and decommissioning asset
component) give rise to taxable and deductible temporary differences that are not equal.

Nevertheless, it is possible that the resulting deferred tax assets and liabilities are not equal (e.g., if the
entity is unable to benefit from the tax deductions or if different tax rates apply to the taxable and
deductible temporary differences). In such cases, which the Board expects to occur infrequently, an
entity would need to account for the difference between the deferred tax asset and liability in profit or
loss.

The amendment do not have any material impact on the Group.

Disclosure of Accounting Policies - Amendments to IAS 1 and IFRS Practice Statement 2

In February 2021, the Board issued amendments to IAS 1 and IFRS Practice Statement 2 Making
Materiality Judgements (the PS), in which it provides guidance and examples to help entities apply
materiality judgements to accounting policy disclosures.

The amendments aim to help entities provide accounting policy disclosures that are more useful by:

e Replacing the requirement for entities to disclose their ‘significant’ accounting policies with a
requirement to disclose their ‘material’ accounting policies

And

e Adding guidance on how entities apply the concept of materiality in making decisions about
accounting policy disclosure.

The amendment is not expected to have any material impact on the Group.

3. (b) Other Accounting Policies

Other accounting policies that have been applied are:

(a) Consolidation

The financial statements of the subsidiaries used to prepare the consolidated financial
statements were prepared as of the holding company’s reporting date. The consolidation
principles are unchanged as against the comparative period.

(i) Subsidiaries
Subsidiaries are entities controlled by the Company. Control exists when the Company has:

o power over the investee;

o exposure, or rights, to variable returns from its involvement with the investee; and

o the ability to use its power over the investee to affect the amount of the investor’s
returns.

Acquisition of subsidiaries
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Business combinations are accounted for using the acquisition method as at the acquisition date,
which is the date on which control is transferred to the Company. The Group measures goodwill
as the fair value of the consideration transferred including the recognised amount of any non-
controlling interest in the acquiree, less the net recognised amount (generally fair value) of the
identifiable assets acquired and liabilities assumed, all measured as of the acquisition date.
When the excess is negative, a bargain purchase gain is recognised immediately in profit or loss.

The Group elects on a transaction-by-transaction basis whether to measure at the acquisition
date components of non-controlling interests in the acquiree at its fair value, or at its
proportionate share of the acquiree’s identifiable net assets. All other components of non-
controlling interests are measured at their acquisition-date fair values, unless another
measurement basis is required by IFRS. Transaction costs, other than those associated with the
issue of debt or equity securities, that the Group incurs in connection with a business
combination are expensed as incurred.

(ii) Structured entity

A structured entity is an entity that has been designed so that voting or similar rights are not the
dominant factor in deciding who controls the entity, such as when any voting rights relate to
administrative tasks only and the relevant activities are directed by means of contractual
arrangements. A structured entity is consolidated if the Group is exposed, or has rights to
variable returns from its involvement with the Structured Entity and has the ability to affect
those returns through its power over the Structured Entity. Power is the current ability to direct
the activities that significantly influence returns.

(iii) Accounting method of consolidation

Subsidiaries are fully consolidated from the date on which control is transferred to the Group.
The results of the subsidiaries acquired or disposed of during the year are included in the
consolidated financial statements from the effective acquisition date and or up to the effective
date on which control ceases, as appropriate. The integration of the subsidiaries into the
consolidated financial statements is based on consistent accounting and valuation methods for
similar transactions and other occurrences under similar circumstances.

(iv) Transactions eliminated on consolidation

Intra-group balances, income and expenses (except for foreign currency translation gains or
losses) arising from intra-group transactions, are eliminated in preparing the consolidated
financial statements. Unrealised gains arising from transactions with subsidiaries are eliminated
to the extent of the Group’s interest in the entity. Unrealised losses are eliminated in the same
way as unrealised gains, but only to the extent that there is no evidence of impairment. Profits
and losses resulting from intra-group transactions are also eliminated.

(v) Non-controlling interest

The Group applies IFRS 10 Consolidated Financial Statements (2011) in accounting for
acquisitions of non-controlling interests. Under this accounting policy, acquisitions of non-
controlling interests are accounted for as transactions with equity holders in their capacity as
owners and therefore no goodwill is recognised as a result of such transactions. The adjustments

68



Notes to the Financial statements E Guaranty Trust Holding Company and Subsidiary Companies

to non-controlling interests are based on the proportionate amount of the net assets of the
subsidiary.

(b) Foreign currency translation
(i)  Functional and presentation currency

Items included in the financial statements of each of the Group entities are measured using the
currency of the primary economic environment in which the entity operates (‘the functional
currency’).

(ii) Transactions and balances

Foreign currency transactions, that is transactions denominated, or that require settlement in a
foreign currency, are translated into the functional currency using the exchange rates prevailing
at the dates of the transactions.

Monetary items denominated in foreign currency are translated using the closing rate as at the
reporting date. Non-monetary items measured at historical cost denominated in a foreign
currency are translated with the exchange rate as at the date of initial recognition; non monetary
items in a foreign currency that are measured at fair value are translated using the exchange
rates at the date when the fair value was determined.

Foreign exchange gains and losses resulting from the settlement of foreign currency transactions
and from the year end translation of monetary assets and liabilities denominated in foreign
currencies are recognised in the Income statement, except when deferred in equity as gains or
losses from qualifying cash flow hedging instruments or qualifying net investment hedging
instruments.

All foreign exchange gains and losses recognised in the Income statement are presented net in
the Income statement within the corresponding item. Foreign exchange gains and losses on
other comprehensive income items are presented in other comprehensive income within the
corresponding item.

In the case of changes in the fair value of monetary assets denominated in foreign currency
classified as fair value through other comprehensive income, a distinction is made between
translation differences resulting from changes in amortised cost of the security and other
changes in the carrying amount of the security. Translation differences related to changes in the
amortised cost are recognised in profit or loss, and other changes in the carrying amount, except
impairment, are recognised in equity.
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(iii)  Group Entities

The results and financial position of all the Group entities (none of which has the currency of a

hyperinflationary economy) that have a functional currency different from the presentation

currency are translated into the presentation currency as follows:

= Assets and liabilities for each statement of financial position presented are translated at the
closing rate at the date of that statement of financial position;

®= |ncome and expenses for each Income statement are translated at average exchange rates
(unless this average is not a reasonable approximation of the cumulative effect of the rates
prevailing on the transaction dates, in which case income and expenses are translated at the
dates of the transactions);

= All resulting exchange differences are recognised in other comprehensive income.

Exchange differences arising from the above process are reported in shareholders’ equity as
‘Foreign currency translation reserve’.

On consolidation, exchange differences arising from the translation of the net investment in
foreign entities, and of borrowings and other currency instruments designated as hedges of
such investments, are taken to ‘Other comprehensive income’. When a foreign operation is
disposed of, or partially disposed of, such exchange differences are recognised in the
consolidated income statement as part of the gain or loss on sale.

Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated
as assets and liabilities of the foreign entity and translated at the closing rate.

(c) Interest

Interest income and expense for all interest-earning and interest-bearing financial instruments
are recognised in the income statement within “interest income” and “interest expense” using
the effective interest method.

The effective interest rate is the rate that exactly discounts the estimated future cash payments
and receipts through the expected life of the financial asset or liability (or, where appropriate,
the next re-pricing date) to the carrying amount of the financial asset or liability. When
calculating the effective interest rate, the Group estimates future cash flows considering all
contractual terms of the financial instruments but not future credit losses.

The calculation of the effective interest rate includes contractual fees paid or received,
transaction costs, and discounts or premiums that are an integral part of the effective interest
rate.

Transaction costs are incremental costs that are directly attributable to the acquisition, issue or
disposal of a financial asset or liability.

Interest income and expense presented in the Income statement include:
= |nterest on financial assets and liabilities measured at amortised cost calculated on an
effective interest rate basis.
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= |Interest on financial assets measured at fair value through OCI calculated on an effective
interest rate basis.
Whilst interest revenue is always required to be presented as a separate line item, it is calculated

differently according to the status of the asset with regard to credit impairment.

For a financial asset that has not become credit impaired since initial recognition, interest revenue
is calculated using a ‘gross method’ of applying the effective interest rate method to the gross
carrying amount of the asset (i.e. its carrying amount excluding the loss allowance).

For a financial asset that subsequently has become credit-impaired, from the beginning of the
next reporting period, interest revenue is calculated using a ‘net method’ of applying the
effective interest rate to the net amortised cost balance (i.e. including the loss allowance).

(d) Fees and commission

Fees and Commission that are integral to the effective interest rate on a financial asset are included
in the measurement of the effective interest rate. These fees are management fees on non revolving
credit facilities.

Other fees and commissions which relates mainly to transaction and service fees, including
commitment fees which are charged on undisbursed portion of credit facilities, investment
management and other fiduciary activity fees, sales commission, placement line fees,
syndication fees and guarantee issuance fees are recognised at a point in time, or over time as
the related services are provided / performed.

(e) Net gains on financial instruments held at fair value through profit or loss

Net trading income comprises gains less losses related to trading assets and liabilities, and it
includes all fair value changes, dividends and foreign exchange differences.

(f) Net income from other financial instruments at fair value through profit or loss

Net income from other financial instruments at fair value through profit or loss relates to
derivatives held for risk management purposes that do not form part of qualifying hedge
relationships.

Fair value changes on other derivatives held for risk management purposes, and other financial
assets and liabilities carried at fair value through profit or loss, are presented in Other Income —
Mark to market gain/(loss) on trading investments in the Income statement.

(g) Dividend income

Dividend income is recognised when the right to receive income is established. Dividends on
trading equities are reflected as a component of Net gains on financial instruments held at fair
value through profit or loss. Dividend income on long term equity investments is recognised as a
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component of other income.
(h) Leases

Leases (right-of-use asset) are accounted for in accordance with IFRS 16 and are accounted for in
line with the following based on whether the Group is the Lessor or the Lessee:

(i) The Group is the lesse

At the commencement date, the Group recognises a right-of-use asset at cost and a lease liability,
where applicable, atthe present value of the lease payments that are not paid at that date.

The cost of the right-of-use asset comprises the amount of the initial measurement of the lease
liability, any lease payments made at or before the commencement date less any lease incentives
received, any initial direct costs incurred by the lessee and an estimate of costs to be incurred by
the lessee in dismantling and removing the underlying asset, restoring the site on which it is
located or restoring the underlying asset to the condition required by the terms and conditions of
the lease.

After the commencement date, the Group measures the right-of-use asset at cost less any
accumulated depreciation and any accumulated impairment losses and adjusted for any
remeasurement of the lease liability, the right-of-use asset is included in Restricted deposit and
other assets. The Group subsequently measures the lease liability by increasing the carrying
amount to reflect interest on the lease liability, reducing the carrying amount to reflect the lease
payments made and remeasuring the carrying amount to reflect any reassessment or lease
modifications.

The corresponding lease liabilities, where applicable, are included in other liabilities. The interest
element of the lease liabilities is charged to the Income statement over the lease period so as to
produce a constant periodic rate of interest on the remaining balance of the liability for each
period.

(ii) The Group is the lessor

When assets are leased to a third party under finance lease terms, the present value of the lease
income is recognised as a receivable. The difference between the gross receivable and the
present value of the receivable is recognised as unearned finance income. Lease income is
recognised over the term of the lease using the net investment method (before tax), which
reflects a constant periodic rate of return.

() Income Tax
(i) Current income tax
Income tax payable is calculated on the basis of the applicable tax law in the respective

jurisdiction and it consists of Company Income Tax, Education tax, NITDEF tax and Nigeria
Police Trust Fund levy. Company Income tax is assessed at a statutory rate of 30% of total
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profit or Dividend Declared, whichever is higher. Education tax is computed as 2% of
assessable profit, NITDEF tax is a 1% levy on Profit before tax of the Bank, and Nigeria Police
Trust Fund Levy is 0.005% of Net profit.

Current income tax is recognised as an expense for the period except to the extent that
current tax is related to items that are charged or credited in other comprehensive income
or directly to equity. In these circumstances, deferred tax is charged or credit to other
comprehensive income or to equity (for example, current tax on FVOCI).

Where the Group has tax losses that can be relieved only by carrying it forward against
taxable profits of future periods, a deductible temporary difference arises. Those losses
carried forward are set off against deferred tax liabilities carried in the consolidated
statement of financial position.

The Group evaluates positions stated in tax returns; ensuring information disclosed are in
agreement with the underlying tax liability, which has been adequately provided for in the
financial statements. The Group had determined that interest and penalties relating to
income taxes, including uncertain tax treatments, do not meet the definition of income
taxes, and therefore are accounted for under IAS 37 Provisions, Contingent Liabilities and
Contingent Assets

(ii) Deferred income tax

Deferred income tax is provided in full, using the liability method, on temporary differences
arising between the tax bases of assets and liabilities and their carrying amounts in the
financial statements. Deferred income tax is determined using tax rates (and laws) that have
been enacted or substantively enacted by the end of the reporting period and are expected
to apply when the related deferred income tax asset is realised or the deferred income tax
liability is settled.

However, the deferred income tax is not recognised for:

e temporary differences on the initial recognition of assets or liabilities in a transaction
that is not a business combination and that affects neither accounting nor taxable profit
or loss;

e temporary differences related to investments in subsidiaries where the timing of the
reversal of the temporary difference is controlled by the Group and it is probable that
they will not reverse in the foreseeable future; and

e temporary differences arising on the initial recognition of goodwill.

Deferred tax assets are recognised when it is probable that future taxable profit will be available
against which these temporary differences can be utilised. The tax effects of carry-forwards of
unused losses or unused tax credits are recognised as an asset when it is probable that future
taxable profits will be available against which these losses can be utilised. Deferred tax related to
fair value re-measurement of FVOCI investments and cash flow hedges, which are recognised in
other comprehensive income, is also recognised in the other comprehensive income and
subsequently in the income statement together with the deferred gain or loss.

Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current
tax liabilities against current tax assets, and they relate to taxes levied by the same tax authority
on the same taxable entity, or on different tax entities, but they intend to settle current tax
liabilities and assets on a net basis or their tax assets and liabilities will be realised
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simultaneously.

(j) Financial assets and liabilities
l. Recognition

The Group on the date of origination or purchase recognizes loans, debt and equity securities,
deposits and subordinated debentures at the fair value of consideration paid. For non-revolving
facilities, origination date is the date the facility is disbursed, origination date for revolving
facilities is the date the line is availed, while origination date for credit card is the date the credit
limit is availed on the card. Regular-way purchases and sales of financial assets are recognized on
the settlement date. All other financial assets and liabilities, including derivatives, are initially
recognized on the trade date at which the Bank becomes a party to the contractual provisions of
the instrument.

Il. Classification and Measurement

Initial measurement of a financial asset or liability is at fair value plus transaction costs that are
directly attributable to its purchase or issuance. For instruments measured at fair value through
profit or loss, transaction costs are recognized immediately in profit or loss. Financial assets
include both debt and equity instruments.

Financial assets are classified into one of the following measurement categories:

e Amortised cost
e Fair Value through Other Comprehensive Income (FVOCI)
e Fair Value through Profit or Loss (FVTPL) for trading related assets

The Group classifies all of its financial assets based on the business model for managing the
assets and the asset’s contractual cash flow characteristics.

Business Model Assessment

Business model assessment involves determining whether financial assets are managed in order
to generate cash flows from collection of contractual cash flows, selling financial assets or both.
The Bank assesses business model at a portfolio level reflective of how groups of assets are
managed together to achieve a particular business objective. For the assessment of business
model the Bank takes into consideration the following factors:

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

e how the performance of assets in a portfolio is evaluated and reported to Group heads
and other key decision makers within the Bank’s business lines;

e the risks that affect the performance of assets held within a business model and how
those risks are managed;

e how compensation is determined for the Bank’s business lines’ management that
manages the assets; and
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the frequency and volume of sales in prior periods and expectations about future sales
activity.

Management determines the classification of the financial instruments at initial recognition. The
business model assessment falls under three categories:

Business Model 1(BM1): Financial assets held with the sole objective to collect
contractual cash flows;

Business Model 2 (BM2): Financial assets held with the objective of both collecting
contractual cash flows and selling; and

Business Model 3 (BM3): Financial assets held with neither of the objectives mentioned
in BM1 or BM2 above. These are basically financial assets held with the sole objective to
trade and to realize fair value changes.

The Group may decide to sell financial instruments held under the BM1 category with the
objective to collect contractual cash flows without necessarily changing its business model if one
or more of the following conditions are met:

When the Group sells financial assets to reduce credit risk or losses because of an
increase in the assets’ credit risk. The Group considers sale of financial assets that may
occur in BM1 to be infrequent if the sales is one-off during the Financial Year and/or
occurs at most once during the quarter or at most three (3) times within the financial
year.

Where these sales are infrequent even if significant in value. A Sale of financial assets is
considered infrequent if the sale is one-off during the Financial Year and/or occurs at
most once during the quarter or at most three (3) times within the Financial Year.

Where these sales are insignificant in value both individually and in aggregate, even if
frequent. A sale is considered insignificant if the portion of the financial assets sold is
equal to or less than five (5) per cent of the carrying amount (book value) of the total
assets within the business model.

When these sales are made close to the maturity of the financial assets and the proceeds
from the sales approximates the collection of the remaining contractual cash flows. A
sale is considered to be close to maturity if the financial assets has a tenor to maturity of
not more than one (1) year and/or the difference between the remaining contractual
cash flows expected from the financial asset does not exceed the cash flows from the
sales by ten (10) per cent.

Other reasons: The following reasons outlined below may constitute ‘Other Reasons’
that may necessitate selling financial assets from the BM1 category that will not
constitute a change in business model:

= Selling the financial asset to realize cash to deal with unforeseen need for
liquidity (infrequent).

= Selling the financial asset to manage credit concentration risk (infrequent).

= Selling the financial assets as a result of changes in tax laws (infrequent).

= QOther situations also depends upon the facts and circumstances which need to
be judged by the management.
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Cash flow characteristics assessment

The contractual cash flow characteristics assessment involves assessing the contractual features
of an instrument to determine if they give rise to cash flows that are consistent with a basic
lending arrangement. Contractual cash flows are consistent with a basic lending arrangement if
they represent cash flows that are solely payments of principal and interest on the principal
amount outstanding (SPPI).

Principal is defined as the fair value of the instrument at initial recognition. Principal may change
over the life of the instruments due to repayments. Interest is defined as consideration for the
time value of money and the credit risk associated with the principal amount outstanding and for
other basic lending risks and costs (liquidity risk and administrative costs), as well as a profit
margin.

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

e contingent events that would change the amount and timing of cash flows;

e |everage features;

e prepayment and extension terms;

e terms that limit the Group’s claim to cash flows from specified assets (e.g. non-recourse

asset arrangements); and
e Features that modify consideration of the time value of money.

a) Financial assets measured at amortised cost

Financial assets are measured at amortised cost if they are held within a business model
whose objective is to hold for collection of contractual cash flows where those cash flows
represent solely payments of principal and interest. After initial measurement, debt
instruments in this category are carried at amortised cost using the effective interest rate
method. Amortised cost is calculated taking into account any discount or premium on
acquisition, transaction costs and fees that are an integral part of the effective interest rate.
Amortisation is included in Interest income in the Consolidated and Separate Income
Statement. Impairment on financial assets measured at amortised cost is calculated using
the expected credit loss approach.

Loans and debt securities measured at amortised cost are presented net of the allowance for
credit losses (ACL) in the statement of financial position.

b) Financial assets measured at FVOCI

Financial assets are measured at FVOCI if they are held within a business model whose
objective is to hold for collection of contractual cash flows and for selling financial assets,
where the assets’ cash flows represent payments that are solely payments of principal and
interest. Subsequent to initial recognition, unrealized gains and losses on debt instruments
measured at FVOCI are recorded in other comprehensive Income (OCl), unless the
instrument is designated in a fair value hedge relationship. Upon derecognition, realized
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d)

gains and losses are reclassified from OCl and recorded in Other Income in the Consolidated
and Separate Income Statement. Foreign exchange gains and losses that relate to the
amortised cost of the debt instrument are recognized in the Consolidated and Separate
Income Statement. Premiums, discounts and related transaction costs are amortised over
the expected life of the instrument to Interest income in the Consolidated and Separate of
Income Statement using the effective interest rate method. Impairment on financial assets
measured at FVOClI is calculated using the expected credit loss approach.

Financial assets measured at FVTPL

Debt instruments measured at FVTPL include assets held for trading purposes, assets held as
part of a portfolio managed on a fair value basis and assets whose cash flows do not
represent payments that are solely payments of principal and interest. Financial assets may
also be designated at FVTPL if by so doing eliminates or significantly reduces an accounting
mismatch which would otherwise arise. These instruments are measured at fair value in the
Consolidated and Separate Statement of Financial Position, with transaction costs
recognized immediately in the Consolidated and Separate Income Statements as part of
Other Income. Realized and unrealized gains and losses are recognized as part of Other
Income in the Consolidated and Separate Income Statements.

Equity Instruments

Equity instruments are instruments that meet the definition of equity from the issuer’s
perspective; that is, any contract that evidences a residual interest in the issuer’s net assets.

Equity instruments are measured at FVTPL, unless an election is made to designate them at
FVOCI upon purchase. For equity instruments measured at FVTPL, changes in fair value are
recognized as part of Other Income in the Consolidated and Separate Income Statement. The
Bank can elect to classify non-trading equity instruments at FVOCI. This election will be used
for certain equity investments for strategic or longer term investment purposes. The FVOCI
election is made upon initial recognition, on an instrument-by-instrument basis and once
made is irrevocable. Gains and losses on these instruments including when
derecognized/sold are recorded in OCl and are not subsequently reclassified to the
Consolidated and Separate Income Statement. Dividends received are recorded in other
income in the Consolidated and Separate Income Statement. Any transaction costs incurred
upon purchase of the security are added to the cost basis of the security and are not
reclassified to the Consolidated and Separate Income Statement on sale of the security.
Transaction cost on disposal of equity instruments is recognised as an expense in the income
statement.

Financial liabilities are classified into one of the following measurement categories:

e)

e Amortised cost
e Fair Value through Profit or Loss (FVTPL)

Financial Liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss are financial liabilities held for trading. A
financial liability is classified as held for trading if it is incurred principally for the purpose of
repurchasing it in the near term or if it is part of a portfolio of identified financial instruments
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that are managed together and for which there is evidence of a recent actual pattern of short-
term profit-taking. Derivatives are also categorized as held for trading unless they are designated
and effective as hedging instruments. Financial liabilities held for trading also include obligations
to deliver financial assets borrowed by a short seller.

Gains and losses arising from changes in fair value of financial liabilities classified as held for
trading are included in the income statement and are reported as ‘Net gains/(losses) on financial
instruments held at fair value through profit or loss’. Interest expenses on financial liabilities
held for trading are included in ‘Net interest income’.

Financial Liabilities are designated at FVTPL when either the designation eliminates or
significantly reduces an accounting mismatch which would otherwise arise or the financial
liability contains one or more embedded derivatives which significantly modify the cash flows
otherwise required. For liabilities designated at fair value through profit or loss, all changes in fair
value are recognized in Other Income in the Consolidated and Separate Statement of Income,
except for changes in fair value arising from changes in the Bank’s own credit risk which are
recognized in OCI. Changes in fair value of liabilities due to changes in the Bank’s own credit risk,
which are recognized in OCI, are not subsequently reclassified to the Consolidated and Separate
Income Statement upon derecognition/extinguishment of the liabilities.

f) Financial Liabilities at amortised cost

Financial liabilities that are not classified at fair value through profit or loss fall into this
category and are measured at amortised cost using the effective interest rate method.
Financial liabilities measured at amortised cost are deposits from banks or customers, other
borrowed funds, debt securities in issue for which the fair value option is not applied,
convertible bonds and subordinated debts.

Cash and cash equivalents

Cash and cash equivalents include notes and coins on hand, unrestricted balances held with
central banks, balances held with other banks, Money market placements and highly liquid
financial assets with original maturities of less than three months, which are subject to
insignificant risk of changes in their fair value, and are used by the Group in the management of
its short-term commitments. Cash and cash equivalents are carried at amortised cost in the
Statements of financial position.

lll.  Reclassifications

Financial assets are not reclassified subsequent to their initial recognition, except in the
period after the Group changes its business model for managing financial assets. A change
in the Group’s business model will occur only when the Group either begins or ceases to
perform an activity that is significant to its operations such as:

e Significant internal restructuring or business combinations; for example an acquisition of
a private asset management company that might necessitate transfer and sale of loans
to willing buyers, this action will constitute changes in business model and subsequent
reclassification of the Loan held from BM1 to BM2 Category

e Disposal of a business line i.e. disposal of a business segment

e Any other reason that might warrant a change in the Group’s business model as
determined by management based on facts and circumstances.
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The following are not considered to be changes in the business model:
e A change in intention related to particular financial assets (even in circumstances of
significant changes in market conditions)
e Atemporary disappearance of a particular market for financial assets.
e A transfer of financial assets between parts of the Group with different business models.

When reclassification occurs, the Group reclassifies all affected financial assets in accordance
with the new business model. Reclassification is applied prospectively from the ‘reclassification
date’. Reclassification date is ‘the first day of the first reporting period following the change in
business model. For example, if the Group decides to shut down the retail business segment on
31 January 2018, the reclassification date will be 1 April, 2019 (i.e. the first day of the entity’s
next reporting period), the Group shall not engage in activities consistent with its former
business model after 31 January, 2018. Gains, losses or interest previously recognised are not
restated when reclassification occurs.

Iv. Modification of financial assets and liabilities
a. Financial assets

The Group sometimes modifies the contractual cashflows of loans to customers. Where the
terms of a financial asset are modified via amendments to the loan agreements, the Group
evaluates whether the cash flows of the modified asset are substantially different from the
original cashflows. If the cash flows are substantially different, then the contractual rights to cash
flows from the original financial asset are deemed to have expired. In this case, the original
financial asset is derecognised and a new financial asset is recognised at fair value. Any
difference between the amortised cost of the original financial asset and the present value of the
estimated future cashflows of the new asset is debited or credited to the customer's account.

Scenarios where modifications will lead to derecognition of existing loan and recognition of a
new loan include but not limited to:

* The exchange of a loan for another financial asset with substantially different contractual terms
and conditions such as the restructuring of a loan to a bond; conversion of a loan to an equity
instrument of the borrower

¢ Roll up of interest into a single bullet payment of interest and principal at the end of the loan
term

¢ Conversion of a loan from one currency to another currency

e Extension of maturity dates will lead to modification and derecognition of existing loan and
recognition of a new loan.

When the contractual cash flows of a financial asset are renegotiated or otherwise modified and
the renegotiation or modification does not result in the derecognition of that financial asset in
accordance with IFRS 9, the Group shall recalculate the gross carrying amount of the financial
asset and shall recognize a modification gain or loss in profit or loss. For example, contractual
cashflows of loan to customers may also be modified due to blanket payment holidays imposed
by law and regulations and effective automatically without amendments being made to the loan
agreements. In this scenario, the bank revises the expected gross carrying amount by discounting
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the rescheduled payments at original effective interest rate and the resulting loss is recognised
immediately in Other income in Profit or loss as a cumulative catch-up adjustment.

Fees that are considered in determining the fair value of modified financial asset and fees that
represent reimbursement of eligible transaction costs are included in the initial measurement of
the asset and form part of the effective interest on the modified financial asset while other fees
are included in profit or loss as part of the gain or loss on derecognition.

Impairment assessment is performed on modified financial assets before modification.
b. Financial Liabilities

A financial liability is derecognised when the obligation under the liability is discharged,
cancelled or expires. The Group derecognises a financial liability when its terms are modified
and the cash flows of the modified liability are substantially different. In this case, a new
financial liability based on the modified terms is recognised at fair value. The difference
between the carrying amount of the financial liability extinguished and the new financial
liability with modified terms is recognised in profit or loss.

De-recognition of financial instruments

The Group derecognizes a financial asset only when the contractual rights to the cash flows from
the asset expire or it transfers the financial asset and substantially all the risks and rewards of
ownership of the asset to another entity. If the Group neither transfers nor retains substantially
all the risks and rewards of ownership and continues to control the transferred asset, the Group
recognises its retained interest in the asset and an associated liability for amounts it may have to
pay. If the Group retains substantially all the risks and rewards of ownership of a transferred
financial asset, the Group continues to recognise the financial asset and also recognises a
collateralised borrowing for the proceeds received.

Financial assets that are transferred to a third party but do not qualify for derecognition are
presented in the statement of financial position as ‘Assets pledged as collateral’, if the transferee
has the right to sell or repledge them.

On derecognition of a financial asset, the difference between the carrying amount of the asset
(or the carrying amount allocated to the portion of the asset transferred), and the sum of (i) the
consideration received (including any new asset obtained less any new liability assumed) and (ii)
any cumulative gain or loss that had been recognized in other comprehensive income is
recognized in profit or loss.

V. Impairment of Financial Assets

In line with IFRS 9, the Group assesses the under listed financial instruments for
impairment using Expected Credit Loss (ECL) approach:

e Amortised cost financial assets;

Debt securities classified as at FVOCI;

Off-balance sheet loan commitments; and

Financial guarantee contracts.
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Equity instruments and financial assets measured at FVPL are not subjected to impairment under
the standard.

Expected Credit Loss Impairment Model

The Group’s allowance for credit loss calculations are outputs of models with a number of
underlying assumptions regarding the choice of variable inputs and their interdependencies. The
expected credit loss impairment model reflects the present value of all cash shortfalls related to
default events either over the following twelve months or over the expected life of a financial
instrument depending on credit deterioration from inception. The allowance for credit losses
reflects an unbiased, probability-weighted outcome which considers multiple scenarios based on
reasonable and supportable forecasts.

The Group adopts a three-stage approach for impairment assesment based on changes in credit
quality since initial recognition.

e Stage 1 — Where there has not been a significant increase in credit risk (SICR) since initial
recognition of a financial instrument, an amount equal to 12 months expected credit loss
is recorded. The expected credit loss is computed using a probability of default occurring
over the next 12 months. For those instruments with a remaining maturity of less than
12 months, a probability of default corresponding to remaining term to maturity is used.

e Stage 2 — When a financial instrument experiences a SICR subsequent to origination but
is not considered to be in default, it is included in Stage 2. This requires the computation
of expected credit loss based on the probability of default over the remaining estimated
life of the financial instrument.

e Stage 3 — Financial instruments that are considered to be in default are included in this
stage. Similar to Stage 2, the allowance for credit losses captures the lifetime expected
credit losses.

The guiding principle for ECL model is to reflect the general pattern of deterioration or
improvement in the credit quality of financial instruments since initial recognition. The ECL
allowance is based on credit losses expected to arise over the life of the asset (life time expected
credit loss), unless there has been no significant increase in credit risk since origination.

Measurement of Expected Credit Losses

The probability of default (PD), exposure at default (EAD), and loss given default (LGD) inputs
used to estimate expected credit losses are modelled based on macroeconomic variables that
are most closely related with credit losses in the relevant portfolio.

Details of these statistical parameters/inputs are as follows:

e PD - The probability of default is an estimate of the likelihood of default over a given
time horizon. A default may only happen at a certain time over the remaining estimated
life, if the facility has not been previously derecognized and is still in the portfolio.

. 12-month PDs — This is the estimated probability of default occurring within the
next 12 months (or over the remaining life of the financial instrument if that is
less than 12 months). This is used to calculate 12-month ECLs. The Bank obtains
the constant and relevant coefficients for the various independent variables and
computes the outcome by incorporating forward looking macroeconomic
variables and computing the forward probability of default.
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. Lifetime PDs — This is the estimated probability of default occurring over the
remaining life of the financial instrument. This is used to calculate lifetime ECLs
for ‘stage 2’ and ‘stage 3’ exposures. PDs are limited to the maximum period of
exposure required by IFRS 9. The Bank obtains 3 years forecast for the relevant
macroeconomic variables and adopts exponentiation method to compute
cumulative PD for future time periods for each obligor.

e EAD — The exposure at default is an estimate of the exposure at a future default date,
taking into account expected changes in the exposure after the reporting date, including
repayments of principal and interest, whether scheduled by contract or otherwise,
expected drawdowns on committed facilities, and accrued interest from missed
payments.

e LGD —The loss given default is an estimate of the loss arising in the case where a default
occurs at a given time. It is based on the difference between the contractual cash flows
due and those that the lender would expect to receive, including from the realization of
any collateral. It is usually expressed as a percentage of the EAD.

To estimate expected credit loss for off balance sheet exposures, credit conversion factor (CCF) is
usually computed. CCF is a modelled assumption which represents the proportion of any
undrawn exposure that is expected to be drawn prior to a default event occurring. It is a factor
that converts an off balance sheet exposure to its credit exposure equivalent. In modelling CCF,
the Bank considers its account monitoring and payment processing policies including its ability to
prevent further drawings during periods of increased credit risk. CCF is applied on the off balance
sheet exposures to determine the EAD and the ECL impairment model for financial assets is
applied on the EAD to determine the ECL on the off balance sheet exposures.

Forward-looking information

The measurement of expected credit losses for each stage and the assessment of significant
increases in credit risk considers information about past events and current conditions as well as
reasonable and supportable forecasts of future events and economic conditions. The estimation
and application of forward-looking information requires significant judgement.

The measurement of expected credit losses for each stage and the assessment of significant
increases in credit risk considers information about past events and current conditions as well as
reasonable and supportable forecasts of future events and economic conditions. The estimation
and application of forward-looking information requires that:

e The Group uses internal subject matter experts from Risk, Treasury and Business
Divisions to consider a range of relevant forward looking data, including macro-economic
forecasts and assumptions, for the determination of unbiased general economic
adjustments in order to support the calculation of ECLs.

e Macro-economic variables taken into consideration include, but are not limited to,
unemployment, interest rates, gross domestic product, inflation, crude-oil prices and
exchange rate, and requires an evaluation of both the current and forecast direction of
the macro-economic cycle.
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e Macro-economic variables considered have strong statistical relationships with the risk
parameters (LGD, EAD, CCF and PD) used in the estimation of the ECLs, and are capable
of predicting future conditions that are not captured within the base ECL calculations.

e Forward looking adjustments for both general macro-economic adjustments and more
targeted at portfolio / industry levels. The methodologies and assumptions, including any
forecasts of future economic conditions, are reviewed regularly.

Macroeconomic factors

The Group relies on a broad range of forward looking information as economic inputs, such as:
GDP growth, unemployment rates, central bank base rates, crude oil prices, inflation rates and
foreign exchange rates. The inputs and models used for calculating expected credit losses may
not always capture all characteristics of the market at the date of the financial statements. To
reflect this, qualitative adjustments or overlays may be made as temporary adjustments using
expert credit judgement.

The macroeconomic variables and economic forecasts as well as other key inputs are reviewed
and approved by management before incorporated in the ECL model. Any subsequent changes
to the forward looking information are also approved before such are inputted in the ECL model.

The macro economic variables are obtained for 3 years in the future and are reassessed every 6
months to ensure that they reflect prevalent circumstances and are up to date.

Where there is a non-linear relationships, one forward-looking scenario is never sufficient as it
may result in the estimation of a worst-case scenario or a best-case scenario. The Bank’s ECL
methodology considers weighted average of multiple economic scenarios for the risk parameters
(basically the forecast macroeconomic variables) in arriving at impairment figure for a particular
reporting period. The model is structured in a manner that the final outcome, which is a
probability cannot be negative.

SICR is assessed once there is an objective indicator of a deterioration in credit risk of customer.
In addition, the Bank as part of its routine credit processes perform an assessment on a quarterly
basis to identify instances of SICR.

Multiple forward-looking scenarios

The Group determines allowance for credit losses using three probability-weighted forward-
looking scenarios. The Group considers both internal and external sources of information in
order to achieve an unbiased measure of the scenarios used. The Group prepares the scenarios
using forecasts generated by credible sources such as Business Monitor International (BMlI),
International Monetary Fund (IMF), Nigeria Bureau of Statistics (NBS), World Bank, Central Bank
of Nigeria (CBN), Financial Markets Dealers Quotation (FMDQ), and Trading Economics.

The Group estimates three scenarios for each risk parameter (LGD, EAD, CCF and PD) — Normal,
Upturn and Downturn, which in turn is used in the estimation of the multiple scenario ECLs.

The ‘ normal case’ represents the most likely outcome and is aligned with information used by
the Bank for other purposes such as strategic planning and budgeting. The other scenarios
represent more optimistic and more pessimistic outcomes. The Bank has identified and
documented key drivers of credit risk and credit losses for each portfolio of financial instruments
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and, using an analysis of historical data, has estimated relationships between macro-economic
variables, credit risk and credit losses.

Assessment of significant increase in credit risk (SICR)

At each reporting date, the Bank assesses whether there has been a significant increase in credit
risk for exposures since initial recognition by comparing the risk of default occurring over the
remaining expected life from the reporting date and the date of initial recognition. The
assessment considers borrower-specific quantitative and qualitative information without
consideration of collateral, and the impact of forward-looking macroeconomic factors.The
common assessments for SICR on retail and non-retail portfolios include macroeconomic
outlook, management judgement, and delinquency and monitoring. Forward looking
macroeconomic factors are a key component of the macroeconomic outlook. The importance
and relevance of each specific macroeconomic factor depends on the type of product,
characteristics of the financial instruments and the borrower and the geographical region.

The Group adopts a multi factor approach in assessing changes in credit risk. This approach
considers: Quantitative (primary), Qualitative (secondary) and Back stop indicators which are
critical in allocating financial assets into stages.

The quantitative models considers deterioration in the credit rating of obligor/counterparty
based on the Bank’s internal rating system or External Credit Assessment Institutions (ECAI)
while qualitative factors considers information such as expected forbearance, restructuring,
exposure classification by licensed credit bureau, etc.

A backstop is typically used to ensure that in the (unlikely) event that the primary (quantitative)
indicators do not change and there is no trigger from the secondary (qualitative) indicators, an
account that has breached the 30 days past due criteria for SICR and 90 days past due criteria for
default is transferred to stage 2 or stage 3 as the case may be except there is a reasonable and
supportable evidence available without undue cost to rebut the presumption.

Definition of Default and Credit Impaired Financial Assets

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

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

e Significant financial difficulty of the borrower or issuer;

e A breach of contract such as a default or past due event;

e The lender(s) of the borrower, for economic or contractual reasons relating to the
borrower’s financial difficulty, having granted to the borrower a concession(s) that the
lender(s) would not otherwise consider;

e It is becoming probable that the borrower will enter bankruptcy or other financial
reorganisation; or
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The disappearance of an active market for a security because of financial difficulties.

The purchase or origination of a financial asset at a deep discount that reflects the
incurred credit losses.

Others include death, insolvency, breach of covenants, etc.

A loan that has been renegotiated due to a deterioration in the borrower’s condition is usually
considered to be credit-impaired. In addition, loans that are more than 90 days past due are
considered impaired.

In making an assessment of whether an investment in sovereign debt is credit-impaired, the
Group considers the following factors.

The market’s assessment of creditworthiness as reflected in the bond yields.

The rating agencies’ assessments of creditworthiness.

The country’s ability to access the capital markets for new debt issuance.

The probability of debt being restructured, resulting in holders suffering losses through
voluntary or mandatory debt forgiveness.

The international support mechanisms in place to provide the necessary support as
‘lender of last resort’ to that country, as well as the intention, reflected in public
statements, of governments and agencies to use those mechanisms. This includes an
assessment of the depth of those mechanisms and, irrespective of the political intent,
whether there is the capacity to fulfil the required criteria.

Presentation of allowance for ECL in the statement of financial position

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

VI.

Debt instruments measured at FVOCI: no loss allowance is recognised in the statement
of financial position because the carrying amount of these assets is their fair value.
However, the loss allowance is disclosed and is recognised in the fair value reserve.
Financial assets measured at amortised cost: as a deduction from the gross carrying
amount of the assets;

Loan commitments and financial guarantee contracts: generally, as a provision;

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

Write-off

The Group writes off an impaired financial asset (and the related impairment allowance),

either partially or in full, where there is no reasonable expectation of recovery as set out in
IFRS 9, paragraph 5.4.4. After a full evaluation of a non-performing exposure, in the event

that either one or all of the following conditions apply, such exposure shall be

recommended for write-off (either partially or in full):
continued contact with the customer is impossible;
recovery cost is expected to be higher than the outstanding debt;
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The bank's recovery method is foreclosing collateral and the value of the collateral is
such that there is reasonable expectation of recovering the balance in full.

All credit facility write-offs shall require endorsement at the appropriate level, as defined by the
Bank. Credit write-off approval shall be documented in writing and properly initialed by the
approving authority.

A write-off constitute a derecognition event. However, financial assets that are written off could
still be subject to enforcement activities in order to comply with the Group's procedures for
recovery of amount due. Whenever amounts are recovered on previously written-off credit
exposures, such amount recovered is recognised as income on a cash basis only.

VII.

VIIL.

Embedded derivatives

An embedded derivative is a component of a hybrid contract that also includes a non-
derivative host—with the effect that some of the cash flows of the combined instrument
vary in a way similar to a stand-alone derivative. An embedded derivative causes some or
all of the cash flows that otherwise would be required by the contract to be modified
according to a specified interest rate, financial instrument price, commodity price, foreign
exchange rate, index of prices or rates, credit rating or credit index, or other variable,
provided in the case of a non-financial variable that the variable is not specific to a party to
the contract. A derivative that is attached to a financial instrument but is contractually
transferable independently of that instrument, or has a different counterparty, is not an
embedded derivative, but a separate financial instrument. Where a hybrid contains a host
that is a financial asset in the scope of IFRS 9, the entire hybrid contract, including the
embedded features, is measured at FVTPL.

Offsetting financial instruments

Master agreements provide that, if an event of default occurs, all outstanding transactions
with the counterparty will fall due and all amounts outstanding will be settled on a net
basis.

Financial assets and liabilities are offset and the net amount reported in the statement of
financial position when there is a currently legally enforceable right to offset the
recognised amounts and there is an intention to settle on a net basis or realise the asset
and settle the liability simultaneously. The legally enforceable right must not be contingent
on future events and must be enforceable in the normal course of business and in event of
default, insolvency or bankruptcy of the company or the counterparty.

Income and expenses are presented on a net basis only when permitted under IFRSs, or for
gains and losses arising from a group of similar transactions such as in the Group’s trading
activity.

(k) Investment securities

Investment securities are initially measured at fair value plus, in case of investment securities not
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U

(m)

(n)

(o)

at fair value through profit or loss, incremental direct transaction costs and subsequently
accounted for depending on their classification as amortised cost, fair value through profit or loss
or fair value through other comprehensive income. See description in accounting policy Note J
(ii) above.

Derivatives held for risk management purposes

Derivatives are classified as assets when their fair value is positive or as liabilities when their fair
value is negative. Derivative assets and liabilities arising from different transactions are only
offset where there is a legal right of offset of the recognised amounts and the parties intend to
settle the cash flows on a net basis, or realise the asset and settle the liability simultaneously.

Derivatives held for risk management purposes include all derivative assets and liabilities
that are not classified as trading assets or liabilities. Derivatives are recognised initially at
fair value; attributable transaction costs are recognised in profit or loss when incurred.
Subsequent to initial recognition, derivatives are measured at fair value with changes in fair
value recognised in profit or loss.

Repossessed Collateral

In certain circumstances, property is repossessed following the foreclosure on loans that are in
default. Repossessed properties are measured at the lower of carrying amount and fair value less
costs to sell and reported within ‘Other assets’.

Investment in subsidiaries

Investments in subsidiaries are reported at cost less any impairment (if any) in the separate
financial statement of the Bank.

A subsidiary is not consolidated but classified as ‘held for sale’ if it is available for immediate sale
in its present condition and its sale is highly probable. A sale is ‘highly probable’ where: there is
evidence of management commitment; there is an active programme to locate a buyer and
complete the plan; the asset is actively marketed for sale at a reasonable price compared to its
fair value; the sale is expected to be completed within 12 months of the date of classification;
and actions required to complete the plan indicate that it is unlikely that there will be significant
changes to the plan or that it will be withdrawn.

Property and equipment
(i) Recognition and measurement

The bank recognizes items of property and equipment at the time the cost is incurred. These
costs include costs incurred initially to acquire or construct an item of property and equipment
as well as the costs of its dismantlement, removal or restoration, the obligation for which an
entity incurs as a consequence of using the item during a particular period.

Iltems of property and equipment are measured at cost less accumulated depreciation and
impairment losses. Cost includes expenditures that are directly attributable to the acquisition of
the asset. When parts of an item of property or equipment have different useful lives, they are
accounted for as separate items (major components) of property and equipment.
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The assets’ carrying values and useful lives are reviewed, and written down if appropriate, at
each reporting date. Assets are impaired whenever events or changes in circumstances indicate
that the carrying amount is less than the recoverable amount; see note (q) on impairment of
non-financial assets.

(ii) Subsequent costs

The cost of replacing part of an item of property or equipment is recognised in the carrying
amount of the item if it is probable that the future economic benefits embodied within the part
will flow to the Group and its cost can be measured reliably. The carrying amount of the
replaced part is derecognised. The costs of the day-to- day servicing of property and equipment
are recognised in the income statement as incurred.

(iii) Depreciation

Depreciation is recognised in the income statement on a straight-line basis to write down the
cost of each asset, to their residual values over the estimated useful lives of each part of an item
of property and equipment. Leased assets under finance lease are depreciated over the shorter of
the lease term and their useful lives.

Depreciation begins when an asset is available for use and ceases at the earlier of the date that
the asset is derecognised or classified as held for sale in accordance with IFRS 5. A non-current

asset or disposal group is not depreciated while it is classified as held for sale.

The estimated useful lives for the current and comparative periods are as follows:

Item of Property and Equipment Estimated Useful Life

Leasehold improvements and
buildings:
Over the shorter of the useful life of

Leasehold improvements .
the item or lease term

Buildings 50 years

Leasehold Land Over the remaining life of the lease
Furniture and equipment:

Furniture and fittings Syears

Machine and equipment Syears

Computer hardware 3years

Motor vehicles dyears

Aircraft 6years

Capital work in progress is not depreciated. Upon completion it is transferred to the relevant
asset category. Depreciation methods, useful lives and residual values are reassessed at each
reporting date.

Cost of leasehold land is amortised over the remaining life of the lease as stated in the certificate

88



Notes to the Financial statements E Guaranty Trust Holding Company and Subsidiary Companies

(p)

of occupancy issued by Government.
(iv) De-recognition

An item of property and equipment is derecognised on disposal or when no future
economic benefits are expected from its use or disposal. Any gain or loss arising on de-
recognition of the asset (calculated as the difference between the net disposal proceeds and
the carrying amount of the asset) is included in the income statement in the year the asset is
derecognised.

Intangible assets
(i) Goodwill

Goodwill represents the excess of the cost of the acquisition over the Group’s interest in the net
fair value of the identifiable assets, liabilities and contingent liabilities of the acquired
subsidiaries at the date of acquisition. When the excess is negative, it is recognised immediately
in profit or loss; Goodwill on acquisition of subsidiaries is included in intangible assets.

Subsequent measurement

Goodwill is allocated to cash-generating units or groups of cash-generating units for the purpose
of impairment testing. The allocation is made to those cash-generating units or groups of cash-
generating units that are expected to benefit from the business combination in which the
goodwill arose identified in accordance with IFRS 8. Goodwill is tested annually as well as
whenever a trigger event has been observed for impairment by comparing the present value of
the expected future cash flows from a cash generating unit with the carrying value of its net
assets, including attributable goodwill and carried at cost less accumulated impairment losses.
Impairment losses on goodwill are not reversed. Gains and losses on the disposal of an entity
include the carrying amount of goodwill relating to the entity sold.

(ii) Software

Software acquired by the Group is stated at cost less accumulated amortisation and accumulated
impairment losses.

Expenditure on internally developed software is recognised as an asset when the Group is able to
demonstrate its intention and ability to complete the development and use the software in a
manner that will generate future economic benefits, and can reliably measure the costs to
complete the development. Development costs previously expensed cannot be capitalised. The
capitalised costs of internally developed software include all costs directly attributable to
developing the software and capitalised borrowing costs, and are amortised over its useful life.
Internally developed software is stated at capitalised cost less accumulated amortisation and
impairment.

Subsequent expenditure on software assets is capitalised only when it increases the future
economic benefits embodied in the specific asset to which it relates. All other expenditure is
expensed as incurred.
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(r)

(s)

a)

Amortisation is recognised in profit or loss on a straight-line basis over the estimated useful life
of the software, from the date that it is available for use since this most closely reflects the
expected pattern of consumption of the future economic benefits embodied in the asset. The
maximum useful life of software is five years.

Amortisation methods, useful lives and residual values are reviewed at each financial year-end
and adjusted if appropriate.

Impairment of Non financial assets

The carrying amounts of the Group’s non-financial assets, inclusive of deferred tax assets are
reviewed at each reporting date to determine whether there is any indication of impairment. If
any such indication exists then the asset’s recoverable amount is estimated. For goodwill and
intangible assets that have indefinite useful lives or that are available for use, the recoverable
amount is estimated each year.

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

The recoverable amount of an asset or cash-generating unit is the greater of its value in use
and its fair value less costs to sell. In assessing value in use, the estimated future cash flows are
discounted to their present value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to the asset.

An impairment loss in respect of goodwill is not reversed. In respect of other assets, impairment
losses recognised in prior periods are assessed at each reporting date for any indications that the
loss has decreased or no longer exists. An impairment loss is reversed if there has been a change
in the estimates used to determine the recoverable amount only to the extent that the asset’s
carrying amount does not exceed the carrying amount that would have been determined, net of
depreciation or amortisation, if no impairment loss had been recognised.

Deposits, debt securities issued

Deposits and debt securities issued are the Group’s sources of debt funding. When the Group
sells a financial asset and simultaneously enters into a “repo” or “stock lending” agreement to
repurchase the asset (or a similar asset) at a fixed price on a future date, the arrangement is
accounted for as a deposit, and the underlying asset continues to be recognised in the Group’s
financial statements.

The Group classifies capital instruments as financial liabilities or equity instruments in
accordance with the substance of the contractual terms of the instruments.

Deposits and debt securities issued are initially measured at fair value plus transaction costs, and
subsequently measured at their amortised cost using the effective interest method, except
where the Group chooses to carry the liabilities at fair value through profit or loss.

Provisions
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(t)

(u)

A provision is recognized if, as a result of a past event, the Group has a present legal or
constructive obligation that can be estimated reliably, and it is probable that an outflow of
economic 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, where appropriate, the risks specific to the liability.

A provision for restructuring is recognised when the Group has approved a detailed and formal
restructuring plan, and the restructuring either has commenced or has been announced
publicly. The Group recognizes no provision for future operating losses.

A provision for onerous contracts is recognised when the expected benefits to be derived by the
Group from a contract are lower than the unavoidable cost of meeting its obligations under the
contract. The provision is measured at the present value of the lower of the expected cost of
terminating the contract and the expected net cost of continuing with the contract. Before a
provision is established, the Group recognises any impairment loss on the assets associated with
that contract.

Financial guarantees and loan commitments

Financial guarantees are contracts that require the Group to make specified payments to
reimburse the holder for a loss it incurs because a specified debtor fails to make payment when
due in accordance with the terms of a debt instrument. Financial guarantee liabilities are initially
recognised at their fair value, and the initial fair value is amortised over the life of the financial
guarantee. After initial recognition, guarantee contracts are subsequently measured at the
higher of:

a) The amount of the loss allowance, and

b) The amount initially recognised less, when appropriate, the cumulative amount of income
recognised in accordance with the principles of IFRS 15.

Financial guarantees, principally consisting of letters of credit are included within other liabilities.
Loan commitments are firm commitments to provide credit under pre-specified terms and
conditions. The Group recognises a provision in accordance with IAS 37 if the contract was
considered to be onerous.

Employee benefits

(i) Defined contribution plans

A defined contribution plan is a pension plan under which the Group pays fixed contributions to
a separate entity. The rate of contribution by the Bank and its employee is 10% and 8%
respectively of basic salary, housing and transport allowance. The Group has no legal or
constructive obligations to pay further contributions if the fund does not hold sufficient assets to
pay all employees the benefits relating to employee service in the current and prior periods.

For defined contribution plans, the Group pays contributions to publicly or privately
administered Pension Fund Administrators (PFA) on a mandatory, contractual or voluntary basis.
The Group has no further payment obligations once the contributions have been paid. The
contributions are recognised as employee benefit expense in the Statements of Comprehensive
Income when they are due. Prepaid contributions are recognised as an asset to the extent that a
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cash refund or a reduction in the future payments is available.
(ii) Defined benefit plans

A defined benefit plan is a pension plan that defines an amount of pension benefit that an
employee will receive on retirement, usually dependent on one or more factors, such as age,
years of service and compensation.

The liability recognised in the Statements of financial position in respect of defined benefit
pension plans is the present value of the defined benefit obligation at the date of the Statements
of financial position less the fair value of plan assets. The defined benefit obligation is calculated
annually by independent actuaries using the projected unit credit method. In determining the
appropriate discount rate, the Group considers the market yields on Government Bonds of
medium duration as compiled by the Debt Management Organisation.

Remeasurements arising from experience adjustments and changes in actuarial assumptions in
excess of the plan assets or of the defined benefit obligation are charged or credited to Other
Comprehensive Income in the financial year in which they arise. Past-service costs are recognised
immediately in the Income statement.

(iii) Termination Benefits

Termination benefits are recognised as an expense when the Group is demonstrably committed,
without realistic possibility of withdrawal, to a formal detailed plan to terminate employment
before the normal retirement date. Termination benefits for voluntary redundancies are
recognised if the Group has made an offer encouraging voluntary redundancy, it is probable
that the offer will be accepted, and the number of acceptances can be estimated reliably.

(iv) Short-term employee benefits

Short-term employee benefit obligations are measured on an undiscounted basis and are
expensed as the related service is provided.

A liability is recognised for the amount expected to be paid under short-term cash bonus or
profit-sharing plans if the Group has a present legal or constructive obligation to pay this
amount as a result of past service provided by the employee and the obligation can be estimated
reliably.

(v) Share-based payment transactions

Guaranty Trust Bank operates a cash settled share based compensation scheme managed by a
Special Purpose Vehicle (SPV) - Guaranty Trust Bank Staff Investment Trust. The scheme was
introduced as a compensation plan for the bank’s management personnel to enhance employee
retention, by offering the shares acquired by the SPV by way of Share Appreciation Rights (SARs)
and Stock Options (hybrid plan) to qualifying members of staff at prevailing net book value.

Acquisition of the bank’s shares by the SPV was by means of an overdraft facility extended to the
scheme. The hybrid nature (i.e. mix of SARs and Stock Options) entitles the scheme to cash
dividend which it uses to defray its obligations on the facility, make dividend payments to
members that furnished consideration and extinguish its liability to exiting members. Employees
exiting the scheme are granted the right to redeem their holdings for cash at the prevailing
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(v)

(w)

(x)

(v)

market price on fulfilment of specified vesting conditions.

At each reporting period, the fair value of the amount payable to employees in respect of share
appreciation rights, which are settled in cash, is recognized as an expense, with a corresponding
increase in liabilities, over the period in which the employees become unconditionally entitled to
payment. Any change in the fair value of the liability is recognized as personnel expense in the
bank’s income statement.

Share capital and reseves
(i) Shareissue costs

Incremental costs directly attributable to the issue of an equity instrument are deducted from
the initial measurement of the equity instrument.

(ii) Dividend on the Bank’s ordinary shares

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

(iii) Treasury shares

Where the Bank or any member of the Group purchases the Bank’s shares, the consideration
paid is deducted from shareholders’ equity as treasury shares until they are cancelled.
Where such shares are subsequently sold or reissued, any consideration received is included in
shareholders’ equity.

Earnings per share

The Group presents Basic Earnings Per Share (EPS) for its ordinary shares. Basic EPS is calculated
by dividing the profit or loss attributable to ordinary shareholders of the Bank by the weighted
average number of ordinary shares outstanding during the period.

Diluted EPS is determined by adjusting the profit or loss that is attributable to ordinary
shareholders and the weighted-average number of ordinary shares outstanding for effects of all
dilutive potential ordinary shares.

Segment reporting

An operating segment is a component of the Group that engages in business activities from
which it can earn revenues and incur expenses, including revenues and expenses that relate to
transactions with any of the Group’s other components, whose operating results are reviewed
regularly by the Executive Management Committee to make decisions about resources allocated
to each segment and assess its performance, and for which discrete financial information is
available. All costs directly traceable to the operating segments are allocated to the segment
concerned, while indirect cost are allocated based on the benefits derived from such costs.

Levies

A levy is an outflow of resources embodying economic benefits that is imposed by governments
on entities in accordance with legislation (i.e. laws and/or regulations), other than:

e Those outflows of resources that are within the scope of other Standards (such as
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income taxes that are within the scope of IAS 12 Income Taxes); and
e Fines or other penalties that are imposed for breaches of the legislation
The Group recognises a levy when the obligating event that gives rise to a liability as identified by
the legislation, occurs. This triggers the obligation to pay the levy and recognise the expense for
the period.

(2) Stocks

Stocks include consumables and cards held for resale or subsequent issuance to customers. They
are measured at lower of cost and net realizable value. Cost comprises of purchase and other
costs incurred in bringing the items of stock to their present location and condition. Net
realizable value is the estimated issuance price. When items of stocks are issued to customers,
their carrying amount is recognized as an expense in the period in which the relevant revenue is
recognized.
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4. Financial Risk Management

(a) Introduction and overview

Guaranty Trust Holding Company Plc has a robust risk culture and embrace the best practice Enterprisewide Risk
Management. The risk management framework is designed to align people, strategy, policies, processes,
technology and business intelligence in order to evaluate, manage and optimize the opportunities and threats it
may face in maximising sustainable stakeholders’ value within its defined risk appetite.

To continually sustain this strong risk culture, the Group adopted the COSO definition of Enterprise Risk
Management which depicts ERM as a process driven by an entity’s Board of Directors, Management and other
personnel, applied in strategy setting and across the enterprise, to identify potential events that may affect the
entity, and manage risk to be within its risk appetite, to provide reasonable assurance regarding the
achievement of the entity’s objectives.

This involves the application of risk management principles and processes in every business activity to
determine potential threats, and adopt appropriate control measures, to curtail risks in achieving the desired
objectives.

The Group has recognised its major risk areas to include Credit, Operational, Information Technology, Cyber
Security, Market and Liquidity Risks. Risk identification in these areas is carried out by the relevant risk owners,
in collaboration with the Enterprise Risk Management

(b) Risk Management Philosophy

The Group’s risk management philosophy describes its attitude to risk taking. It is the driving force behind all the
decisions made in the conduct of business activities and operations from a risk perspective. This is fittingly
summarized in the following statement:

“To enhance shareholders’ value by creating and maintaining a culture of intelligent risk-taking”
This philosophy is further cascaded into working statements through the following risk principles:

= The Group’s decisions will be based on careful analysis of its operating environment as well as
the implications of the identified risks to the achievement of its strategic goals.

=  The Group will not take any action that will compromise its integrity

=  Risk control will serve to enhance the achievement of strategic objectives.

= The Group will always comply with all government regulations and continually espouse global best practice.

= Risk management will form a key part of the Group’s strategy setting process

=  The Group will only assume risks that fall within its risk appetite with appropriate returns.

= The Group shall adhere to the risk management cycle of identifying, measuring, controlling and
reporting risks.

= The Group shall continually review its activities to determine the level of inherent risks and
deploy appropriate risk responses at all time.
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Risk Appetite

Guaranty Trust Holding Company and Subsidiary Companies

The Group recognises that there are inherent risks associated with the pursuit of growth opportunities in
achieving its strategic objectives. While the risk philosophy articulates how inherent risks are considered when
making decisions, the Board and Management of the Company determine the risks that are acceptable based on
its capabilities in terms of people, capital and technology.

Risk Appetite Statement

“Guaranty Trust Bank Holding Company will maintain a moderate risk appetite in pursuit of its core strategies
to dominate its priority sectors, expand its franchise on Africa continent, contain its operating cost whilst
leveraging on technology and remain the most profitable, without taking unnecessary risks.”

The Group’s risk appetite statement expresses the attitude and position of the Board and Management on the
approach to risk adopted across all the businesses in relation to the set strategic objectives. This statement is
interpreted in quantitative and qualitative risk factors that measure the risk profile. The identified risk factors

include:

Capital Adequacy

Earnings Growth (Profit Before Tax)
Earnings Quality (Net Interest Margin)
Return on Asset

Issuer Debt Rating

Return on Equity

Cost-to-Income

Asset quality (Non-Performing Loan) and Coverage,
Cost of Risk

Liquidity and Coverage Ratio

Risk Asset Funding

Obligor and Sector Concentration
Staff Attrition

Stop Loss Limit

Operational Risk Loss

Risk Tolerance

To achieve the desired impact of the risk appetite statement across all business divisions, the Group defined
the risk tolerances applicable to the risk factors for measurement and monitoring purposes to enhance decision
making. The tolerances are measured via a three-leg limit system which measures an extreme upper region
signifying high risk or unacceptable risk level, a middle range region known as trigger point and a lower region
signifying a low risk or acceptable risk level. These classifications establish the acceptable levels of variation

relative

to the Group’s desired objective.

The set risk tolerances levels are subject to the approval of the Board of Directors and can be changed when
there are compelling regulatory and operating factors.

The risk tolerance limits are monitored periodically using a dashboard which estimates the status of each risk
factor. The result of the dashboard is made available to the Management and Board of Directors for informed
decision(s).
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(c) Risk Management Framework

The Group’s Risk Management Framework is built on a well-defined organisational structure and established
policies to guide in the function of identifying, analysing, managing and monitoring the various risks inherent in
the business as well as setting appropriate risk limits and controls to align the risks with the strategic
objectives.

The risk management policies are subject to review at least once a year. However more frequent reviews may
be conducted at the instance of the Board, when changes in laws, regulations, market conditions or the
Group’s activities are material enough to impact on the continued adoption of the existing policies. The Group,
through its trainings and management standards and procedures, aims to develop a disciplined, engaging and
controlled environment, in which all employees understand their roles and obligations.

The Board of Directors has overall responsibility for the establishment of the Group’s Risk Management
framework and exercises its oversight function over all the Group’s prevalent risks via its various committees;
Board Risk Committee, Board Credit Committee, and Board Audit Committee. These committees are
responsible for developing and monitoring risk policies in their specific areas and report regularly to the Board
of Directors. All Board committees have both executive and non-executive members.

The Board Committees are assisted by the various Management Committees in identifying and assessing risks
arising from day to day activities of the Group. These committees include:

e The Management Credit Committee

e Criticized Assets Committee

e Asset and Liability Management Committee (ALMAC)

e Management Risk Committee

e Information Technology (IT) Steering Committee

e Information Technology (IT) Risk Management Committee
e Other Ad-hoc Committees

These committees meet on a regular basis while others are set up on an ad-hoc basis as dictated by situations.
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The Risk Governance Structure of the Group
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The three lines of defense model differentiated amongst the three groups involved in effective risk
management include:

. Functions that own and manage risks.
. Functions that oversee risks.
e  Functions that provide independent assurance.
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FIRST LINE OF DEFENSE: Owns and manage the risks. They are responsible for implementing corrective actions to
address process and control deficiencies; maintaining effective internal controls and executing risk and control
procedures on a day-to-day basis. They also identify, assess, control and mitigate risks to ensure the
achievement of set goals and objectives.

SECOND LINE OF DEFENSE: Established to perform a policy-setting and monitoring role. It is a risk management
function (and/or committee) that facilitates and monitors the implementation of effective risk management
practices and a compliance function that monitors various specific risks such as non-compliance with applicable
laws and regulations. Other functions include identifying known and emerging issues, providing risk
management framework, assisting management in developing processes and controls to manage risks,
monitoring the adequacy and effectiveness of internal control, accuracy and completeness of reporting and
timely remediation of deficiencies.

THIRD LINE OF DEFENSE: Provides objective assurance on the effectiveness of governance, risk management and
internal controls. The scope of the assurance, which is reported to Senior Management and Board, covers a
broad range of objectives, including efficiency and effectiveness of operations, safeguarding of assets, reliability
and integrity of reporting processes, and compliance with laws, regulations, policies, procedures and contracts.
It also includes all elements of the risk management and internal control framework.

The Board Risk Committee is responsible for reviewing and recommending risk management policies,
procedures and profiles including risk management philosophy, risk appetite and risk tolerance of the
Company. Its oversight functions cut across all risk areas including credit risk, market and interest rate risk,
liquidity risk, operational risk, reputation risk, technology risk and other major risks that may arise from time to
time. The committee monitors the Group’s plans and progress in meeting regulatory and risk-based
supervision requirements including Basel Il compliance as well as the overall regulatory and economic capital
adequacy. It also reviews and approves the contingency plan for specific risks.

The Company’s Board Audit Committee is responsible for monitoring compliance with the risk management
policies and procedures, and for reviewing the adequacy of the risk management framework in relation to
risks faced by the Group. The Audit Committee is assisted by the Internal Audit Group, in carrying out these
functions. Internal Audit undertakes both regular and ad-hoc reviews of risk management controls and
procedures, the results of which are reported to the Audit Committee.

The Company’s Board of Directors has delegated responsibility for the management of credit risk to the Board
Credit Committee. The Board Credit Committee considers and approves all lending exposures, including
treasury investment exposures, as well as insider-related credits in excess of limits assigned to the
Management Credit Committee by the Board. The committee also ensures that the Group’s internal control
procedures in the area of risk assets remain fool-proof to safeguard the quality of the Group’s risk assets.

Management Risk Committee examines risk in its entirety by reviewing and analysing environmental
issues and policies impacting the Group, either directly or remotely, and makes recommendations to the
Board Risk Committee.

Management Credit Committee formulates credit policies in consultation with business units, covering credit

assessment, risk grading and reporting, collateral, regulatory and statutory requirements. The committee also
assesses and approves all credit exposures in excess of the Managing Director’s limit set by the Board.
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The Asset & Liability Management Committee establishes the Group’s standards and policies covering the
various components of Market Risk Management. These include Interest Rate Risk, Liquidity Risk,
Investment Risk and Trading Risk. It ensures that the authority delegated by the Board and Management Risk
Committees with regard to Market Risk is exercised, and that Market Risk exposures are monitored, reported
and managed. Furthermore, the Committee limits and monitors the potential impact of specific pre-defined
market movements on the comprehensive income of the Group through stress tests and simulations.

Criticised Assets Committee is responsible for the assessment of the Group’s credit risk asset portfolio. It
highlights the status of the risk assets in line with the internal and external regulatory framework and ensures
that triggers are sent in respect of delinquent credit risk assets. It also ensures adequate provisions are taken in
line with the regulatory and internal guidelines.

The Credit Risk Management Group through Credit Risk Control is responsible for identifying, controlling,
monitoring and reporting credit risk related issues while Credit Administration serves as the secretariat for the
Management Credit Committee meetings and managing the credit exposures related to lending and
investment activities as well as other unfunded credit exposures that have default probabilities; such as
contingent liabilities.

Credit risk is the most critical risk for the Group as credit exposures, arising from lending activities account for
the major portion of the Group’s assets and source of its revenue. Thus, the Group ensures that credit risk
related exposures are properly monitored, managed and controlled.

(d) Risk Management Methodology

The Group recognizes that it is in the business of managing inherent risks to derive optimal value for all the
stakeholders. It has therefore, over the years detailed its approach to risk management through various
policies and procedures, which include the following:

e ERM Policy

e Credit Policy Guide

e Human Resources Policy Manual
e Quality Manual

e Standard Operating Procedures
e T Policy

To ensure adherence to the policies and procedures, several exception reports on activities are generated by
the various audit/control function units for management decision making. These include:

e Monthly Performance Review (MPR) for the marketing teams

e Monthly Operations Performance Reports (OPR) for the support teams
e Quarterly Business Performance Review

e Annual Bank-wide performance appraisal systems

e Monthly Expense Control Monitoring Report

e C(riticized Asset Committee Report

100



Financial Risk Mana gement Guaranty Trust Holding Company and Subsidiary Companies
(e) Risk Management Overview

The Enterprise-wide Risk Management Division is responsible for optimising the risks and returns inherent in the
business through the effective collaboration with the business facing units. The risk management infrastructure
encompasses a comprehensive approach to identifying, managing, monitoring and reporting risks with focus on
the following:

(i) Inherent Risk Groups — Credit, Market, Operational, Liquidity and Information Security.
(ii) Other Risk Areas — Reputational and Strategic Risk

In line with best global practices and to align with Basel Il Capital requirements, the Group incorporated a
strategic framework for the efficient measurement and management of risks and capital. The Group has
implemented the Basel Il recommended capital measurement approaches for the estimate of economic capital
required to cope with unexpected losses using Oracle Financial Services Analytical Applications. The Group has
also put in place other qualitative and quantitative measures that will assist with enhancing risk management
processes and creating a platform for more risk-adjusted decision-making.

(f) Credit risk

Lending and other financial activities form the core business of the Group and in recognition of this, great
emphasis is placed on effective management of its exposure to credit risk. The Group defines credit risk as the
risk of failure by a counterparty to meet the terms of any lending contracts with the Group or otherwise to
perform as agreed. Credit risk arises anytime funds are extended, committed, invested or otherwise
exposed through actual or implied contractual agreements.

The specific credit risk objectives, as contained in the Credit Risk Management Framework, are:

e Maintenance of an efficient loan portfolio

e Institutionalization of sound credit culture

e Adoption of international best practices in credit risk management
e Development of Credit Risk Management professionals.

Each business unit is required to implement the credit policies and procedures in line with the the credit policy
guide as approved by the Board. Each business unit is responsible for the quality and performance of its credit
portfolio and for monitoring and controlling all credit risks in its portfolio, including those subject to Management
Credit Committee’s approval. The Internal Audit and Credit Administration respectively undertake regular
reviews of business units and credit quality reviews.

The Group continues to focus attention on intrinsic and concentration risks inherent in its businesses in order to
effectively manage the portfolio risk. The credit portfolio concentration limits that are set and measured under
concentration limits per obligor, business lines, sector, rating grade, geography and collateral.

The Group drives the credit risk management processes using appropriate scalable technology to achieve global
best practices. To comply with the CBN requirements on implementation of Basel Il, especially with the
computation of capital adequacy ratio and market disclosure, the Group invested in two major softwares namely:
Lead to Loan Credit Solution and OFSAA Basel Il solution. These softwares are customised to suit the internal
processes and seamlessly interact with the bank’s core banking application.

To meet the Basel Il (Pillar 2) requirements, the Group developed a comprehensive Internal Capital Adequacy
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Assessment Process (ICAAP) document, which detailed approaches and procedures on how the Group measures
and compute its various risks and capital requirements. The document also contain details of the capital planning
process and it is updated annually.

Lead to Loan is an integrated credit solution software which manages credit customers’ profiles, rating scores,
documents and collateral management, credit workflow processes, disbursement, recoveries and collection.

OFSAA Basel Il solution is an Oracle Financial Services Analytical Application which is capable of handling the
complete range of calculations covered in the Basel Il Accord.

For capital adequacy computation under Basel Il Pillar I, the Group has implemented the Standardized Approach
for the three risk areas — Credit, Market & Operational risk and the Advanced Internal Rating Based (AIRB)
Approah using the OFSAA Basel Il solution software. The advanced measurement approach for credit risk uses
PD, LGD and EAD as the input parameters.

(i) Management of Credit Risk

The Board of Directors has delegated responsibility for the management of credit risk to its Board Credit
Committee. The Management Credit Committee reporting to the Board Credit Committee is responsible for
oversight of the Group’s credit risk, including:

. Formulating credit policies in consultation with business units, covering collateral requirements,
credit assessment, risk grading and reporting, documentation and legal procedures, and
compliance with regulatory and statutory requirements.

e  Establishing the authorisation structure for the approval and renewal of credit facilities.
Authorisation limits are allocated to business unit heads. Larger facilities require approval by the
Deputy Managing Director, Managing Director, Management Credit Committee, and the Board
Credit Committee/Board of Directors as appropriate.

o Reviewing and assessing credit risk. Management Credit Committee assesses all credit exposures in
excess of designated limits, prior to facilities being committed to customers by the business
unit concerned. Renewals and reviews of facilities are subject to the same review process.

e  Developing and maintaining the Group’s risk rating in order to categorise exposures according to the
degree of risk of financial loss faced and to attention management on the attendant risks. The
current risk rating framework consists of ten grades reflecting varying degrees of risk of default with
rating “1” as the best and “10” as lost. The risk ratings are subject to regular reviews by Credit Risk
Management Group.

e  Reviewing compliance of business units with agreed exposure limits. Regular review and reports
are provided by the Risk Management Group on the credit quality and appropriate corrective

actions are taken.

. Providing advice, guidance and specialist skills to business units to promote best practice throughout
the Group in the management of credit risk.

Business units are required to implement the Group’s credit policies and procedures, with credit approval
authorised by the Board Credit Committee.
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(ii) Credit Risk Measurement

In line with IFRS 9, the Group has adopted Expected Credit Loss (ECL) approach effective January 1, 2018. IFRS 9
adopts dual measurement approach to determining expected credit loss. The 12 month ECL is applicable to
credit exposure in Stage 1 where there is no significant deterioration in credit quality. It is computed as loss
allowance. The lifetime ECL is the loss allowance computed for credit exposures in Stage 2 and 3. As part of the
envolving risk culture, the company developed internal rating models along the Group’s business segments
(Corporate, Commercial, Retail and Small and Medium Enterprises) consistent with international rating
agencies with historical data of over five years. This has enabled the Group to successfully implement the
Internal Rating Based Approach as well as the implementation of Expected Credit Loss measurement.

IFRS 9 Expected Credit Loss measurement approach is a proactive way of determining the extent of future
loss(es) associated with risk exposures in the Group’s portfolio. Key aspect of ECL approach is the incorporation
of the macroeconomic indicators (forecast) into the computation of the future credit loss. The credit
impairment under IFRS 9 is determined using a forward looking method of impairment evaluation by assuming
that every risk exposures have inherent credit loss.

The Group undertakes lending activities after careful analysis of the borrowers’ character, capacity to repay,
cash flow, credit history, industry conditions and other factors. In the analysis, the applied parameters are
determined by each business segment because of the differences in the inherent risks.

The Group’s rating grades reflect the range of parameters internally developed to predict the default
probabilities of each rating class in line with international best practices and in compliance with BASEL II
requirements. The grades reflect granularities and are handled by Account Officers and Relationship Managers
with validation by Credit Risk Management Group.

Rating Grade Description Characteristics

e Exceptional credit quality

e Obligors with overwhelming capacity to meet obligation

e Top multinationals / corporations

1 (AAA) Exceptional Credit e Good track record

e Strong brand name

e Strong equity and assets

e Strong cash flows

e Full cash coverage

e Very high credit quality

e Exceptionally high cash flow coverage (historical and
projected)

2 (AA) Superior Credit e Very strong balance sheets with high liquid assets

e Excellent asset quality

e Access to global capital markets

e Typically large national corporate in stable industries and
with significant market share

e High quality borrowers

e Good asset quality and liquidity position

3 (A) Minimal Risk e Strong debt repayment capacity and coverage

e Very good management

e Though credit fundamentals are strong, it may suffer some
temporary setback if any of them are adversely affected
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e  Typically in stable industries
e Good asset quality and liquidity
e Very good debt capacity but smaller margins of debt service
coverage
e Good management in key areas
4 (BBB) Above Average e Temporary difficulties can be overcome to meet debt
obligations
e Good management but depth may be an issue
e Good character of owner
e Typically good companies in cyclical industries
e Satisfactory asset quality and liquidity
e Good debt capacity but smaller margins of debt service
coverage
e Reasonable management in key areas
5 (BB) Average e Temporary difficulties can be overcome to meet debt
obligations
e Good management but depth may be an issue
e Satisfactory character of owner
e Typically good companies in cyclical industries
e Limited debt capacity and modest debt service coverage
e Could be currently performing but susceptible to poor
) industry conditions and operational difficulties
6(8) Acceptable Risk e Declining collateral quality
e Management and owners are good or passable
e Typically borrowers in declining markets or with small market
share and operating in cyclical industries
e Eliciting signs of deterioration as a result of well defined
weaknesses that may impair repayment
e Typically start- ups / declining markets/deterioratin
7 (ccC) Watch-list ir?lé)ustri\és with high ipndustry risk ° °
e Financial fundamentals below average
e Weak management
e Poorinformation disclosure
e Well-defined weaknesses though significant loss unlikely;
orderly liquidation of debt under threat
) e Continued strength is on collateral or residual repayment
8 (CC) Substandard Risk capacity of obligor
e Partial losses of principal and interest possible if weaknesses
are not promptly rectified
e Questionable management skills
e High probability of partial loss
e Very weak credit fundamentals which make full debt
) repayment in serious doubt
9(Q) Doubtful Risk e Factors exist that may mitigate the potential loss but awaiting
appropriate time to determine final status
e Demonstrable management weaknesses, poor repayment
weaknesses and poor repayment profile
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e A definite loss of principal and interest

e Lack of capacity to repay unsecured debt

e Bleak economic prospects

e Though it is still possible to recover sometime in the future, it
is imprudent to defer write - offs

10 (D) Lost

Risk ratings models form the building blocks for the determination of default risk of counterparties. The models
are backtested to ascertain the predicitive capabilities relative to actual performance and make necessary
amendments as necessary to enhance their effectiveness.

Because significant increase in credit risk is the main factor that determines movement of a financial asset from
Stage 1 to Stage 2, all obligors with downward movement of credit rating of more than 3 notches or any
movement into rating 7 are migrated to Stage 2. An obligor is moved into Stage 3 when there is rating
migration to rating grade 8 to 10.

A facility in Stage 3 can subsequently be deemed “cured”. A facility is deemed to be “cured” when there is a
significant reduction in the credit risk of the financial instrument. “Cured” facilities within Stage 2 are
monitored for a probationary period of 90 days to confirm if the credit risk has decreased sufficiently before
they can be migrated from Stage 2 to Stage 1 while “Cured” facilities within Stage 3 are monitored for a
probationary period of 180 days before migration from Stage 3 to Stage 1. The decrease in risk of default is
reflected in the obligor’s Risk Rating which is a critical input for Staging.

In computing the Expected Credit Loss (ECL), the Group considers four components listed below:

1. Probability of Default (PD) — This is an estimate of the likelihood of default over a given time horizon
(e.g. 12 months or lifetime). The Group assesses the probability of default of individual counterparties
using internal rating tools tailored to the various categories of counterparty. The tools have been
developed internally using rigorous statistical analysis and the professional judgement of credit analysts.

The rating tool combines both qualitative and quantitative factors comparable to internationally available
standards. The rating methods are subject to backtest to ensure that they reflect the latest projection in
the light of all actually observed defaults.

The Group uses a statistical approach in estimating the PD considering macroeconomic indicators and
obligor specific data. The statistical model specifies the relationship between the inputs and the outcome
- PD. The parameters determined depend on the data used to develop the model.

For the purpose of estimating an IFRS 9 complaint PD, the Group adopts Logistic Regression method, one
of the highly recommended statistical techniques. This is a statistical method for analysing a dataset in
which there are one or more independent variables (macro-economic/obligor specific data) that
determine an outcome (probability of default).

The default status of an obligor (a function of customer rating) is used as dependent variable while
macro-economic variables (such as interest rate, GDP growth rate, unemployment rate etc.) and
customer specific information (e.g. changes in obligor’s rating and interest rate) are used as independent
variables. The default status reflects the credit ratings assigned to customers. These ratings are generated
based on due consideration of obligor specific quantitative (financial) and qualitative (non-financial)
information such as age, loan type, industry, management structure, business risk etc.
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The core input used to determine PDs are the internal ratings generated by the Group’s Credit Analysis
sub-system (Lead to Loan). These ratings are assigned to customers after careful review of quantitative
and qualitative factors specific to the obligor, macro indicators and industry information. The Group’s
rating model currently considers past and current economic information, however, the accounting
standard requires that forward looking information is incorporated into the PD determination.

To achieve an IFRS 9 compliant PD, the Group adopted Logistic Regression model which incorporates the
macroeconomic forecasts into the PD determination process. The Normal scenario macroeconomic
variables used for the purpose of the forecast is obtained from credible sources while the Upturn and
Downturn scenarios are derived based on historical trend analysis and management’s unbiased estimates
of forward looking macroeconomic indicators.

The Group uses Simplified approach in determining PDs for other financial instruments below:
1. Investments in securities issued by Sovereign
2. Investments in securities issued by State Government

3. Interbank Placements

2. Exposure at Default (EAD) — This is an estimate of the exposure at a future default date, taking into
account expected changes in the exposure after the reporting date, including repayments of principal and
interest , and expected drawdown on committed facilities.

EAD measures the utilised exposure at default. For on-balance sheet exposures, the gross value of the
exposure is taken into account, and off-balance sheet exposures a credit conversion factor (CCF) is used
to estimate future utilisation. The off balance sheet exposures are considered when performing staging
and ECL calculations.

The modelling approach for EAD reflects expected changes in the balance outstanding over the lifetime
of the loan exposure that are permitted by the current contractual terms. This expected changes

includes:

o Contractual repayments/amortization schedule

o Prepayments (i.e. early repayment)

o Changes in utilization of an undrawn commitment within agreed credit limits in advance of default.

This cash-flow model further reflects movements in the EAD in the months before default. Interest
payments receivable on the account as at the reporting date is included in the EAD to reflect an
expectation that these interest payments could be missed in the eventuality/occurrence of a default.

The inputs into the EAD model are reviewed to assess their suitability for IFRS 9 and adjusted, where
required, to ensure an unbiased, probability-weighted ECL calculation reflecting current expectations and
forward-looking information.

3. Loss Given Default (LGD) — This is an estimate of the loss arising on default. It is based on the difference
between the contractual cash flows due and those that the lender would expect to receive, including
from any collateral. It is usually expressed as a percentage of the EAD. It typically varies by type of
counterparty, type of exposure and seniority of claim and availability of collateral or other credit support.

The Group uses the Workout and Recovery Approach in determining its LGD. This approach models LGD

based on the actual cash flows that can be recovered from a firm by the workout process, once default
has occurred. The methodology involves prediction of the future cash flows that can be recovered from
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an obligor, after it has defaulted on its payments. It takes into account all cash flows from the distressed
asset linked to the recovery.

The forecasted cash flows are discounted using the EIR. These discounted cash flows are summed up to
provide the expected recovery amount. The total exposure of the firm at the time of default minus the
expected recovery amount gives the loss given default in absolute terms. The ratio of loss given default in
absolute value to exposure at default gives the LGD in percentage terms.

The Group incorporates FLI into the LGD model through adjustments to the collateral values to reflect
their fair value and the EAD to reflect prepayment rates and foreign currency adjustments (on foreign
currency denominated facilities).

4. Discount Rate — This is used to discount an expected loss to a present value at the reporting date using
the effective interest rate (EIR) (or where applicable, other rate permitted by IFRS 9) determined at initial
recognition.

(iii)  Risk Limit Control and Mitigation Policies

The Group applies limits to control credit risk concentration and diversification of its risk assets portfolio.
Limits are maintained for individual borrowers and groups of related borrowers, business lines, sectors, rating
grade, collateral type and geographical area.

The obligor limit as set by the regulators and it is currently at 20% of the Bank’s shareholders’ funds is
adopted and it covers exposures to counterparties and related parties.

In addition to the regulatory limit, other parameters are applied internally to determine the suitable limits
that an individual borrower should have. These include: obligor rating, position in the industry and
perceived requirements of key players (e.g. import finance limit may be determined by the customer’s import
cycle and volume during each cycle), financial analysis, etc.

Economic sector limits are imposed to guide against concentration risk as a result of exposures to set of
counterparties operating in a particular industry. The industry limits are arrived at after rigorous analysis
of the risks inherent in the industries/economic sectors.

These limits are usually recommended by Credit Risk Management Group and approved by the Board. The
limits set for each industry or economic sector depend on the historical performance of the sector as well as
the intelligence report on the outlook of the sector.

During a review period, limits can be realigned (by way of outright removal, reduction or increase) to meet the
exigencies of the prevailing macroeconomic events.

Approval decisions are guided by strategic focus as well as the stated risk appetite and other limits established
by the Board of Directors or Regulatory authorities such as Aggregate Large Exposure Limits, Single Obligor
Limits, Geographical Limits, Industry/ Economic sector limits etc. Internal credit approval limits are set for
various levels of officers in the credit approval process to enhance turnaround time.

The lending authority in the Group flows through the management hierarchy with the final authority residing
with the Board of Directors as indicated below:

107



Financial Risk Mana geme nt Guaranty Trust Holding Company and Subsidiary Companies

Designation Limit
Up to the single obligor limit as advised by the regulatory

Board of Directors authorities from time to time but currently put at 20% of
shareholders’ funds (total equity)

Management Credit Committee Up to N2 Billion

Managing Director Up to N500 Million

Deputy Managing Director Up to N300 Million

Other Approving Officers as delegated by the Managing Director

The above limits are subject to the following overriding approvals:

e The deposit required for all cash collateralized facilities (with the exception of bonds, guarantees and
indemnities) must be 125% of the facility amount to provide a cushion for interest and other charges.

e All new facilities, up till the Deputy Managing Director approval limit, require one-up approval i.e.
approval at a level higher than that of the person that would ordinarily approve it.

Master Netting Arrangements

Master netting arrangements are entered into to manage its exposure to credit losses, where
applicable, with counterparties with which it undertakes a significant volume of transactions. The right
to set off is triggered at default. By so doing, the credit risk associated with favourable contracts is
reduced by a master netting arrangement to the extent that if a default occurs, all amounts with the
counterparty are terminated and settled on a net basis.

The overall exposure to credit risk on derivative instruments subject to master netting arrangements
can change substantially within a short period, as it is affected by each transaction subject to the
arrangement.

Off-balance sheet engagements

These instruments are contingent in nature and carry the same credit risk as loans and advances. As a
policy, all off-balance sheet exposures are subjected to the same rigorous credit analysis, like that of
the on-balance sheet exposures, before availment. The major off-balance sheet items in the books are
Bonds and Guarantees, which will only issue where it has full cash collateral or a counter guarantee
from a first class bank, or any other acceptable security.

Contingencies

Contingent assets/liabilities which include transaction related to bonds and guarantees, letters of
credit and short term foreign currency related transactions, are not recognized in the annual financial
statements but are disclosed.

Placements

Placement lines cover the settlement risks inherent in the activities with these counterparties. The
approved limits are arrived at after conducting fundamental analysis of the counterparties,
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presentation of findings to, and approval by the Management Credit Committee. The lines are
monitored by the Enterprise-wide Risk Management Division. As a rule, placements with local banks
are backed by treasury bills.
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IFRS 7 requires the Group to disclose the amounts that best represents its maximum exposure to credit risk at the end of the
reporting period without taking account of any collateral held or other credit enhancements (eg netting agreements that do
not qualify for offset in accordance with IAS 32). This disclosure is presented below for the Company and Group as at

30 Jun 2022 and 31 Dec 2021.

Credit risk exposure relating to On-Balance Sheet

Maximum exposure Maximum exposure
In thousands of Nigerian naira Group Company

Classification Jun-2022 Dec-2021 Jun-2022 Dec-2021

Cash and bank balances:

- Unrestricted balances with central banks 105,301,475 156,998,908 -
- Balances held with other banks 457,367,862 318,218,071 -
- Money market placements 325,894,737 328,926,030 -
Loans and advances to banks 1,597,490 115,014 -
Loans and advances to customers®:

- Loans to individuals 269,988,875 233,099,810 -
- Loans to non-individuals 1,563,108,269 1,569,487,571 -
Financial assets at fair value through profit

or loss:

- Debt securities 262,320,001 104,397,651 -
- Derivative financial instruments 14,289,305 24,913,435 -
Investment securities:

- Debt securities 1,037,811,700 1,121,298,587 -
Assets pledged as collateral:

- Debt securities 123,258,000 79,273,911 -
Restricted deposits and other assets’ 1,097,505,743 1,106,445,803 18,183
Total 5,258,443,457 5,043,174,791 18,183
Loans exposure to total exposure 35% 36% 0%
Debt securities exposure to total exposure 27% 26% 0%
Other exposures to total exposure 38% 38% 0%

As shown above, 35% (Company: 0% ) of the total maximum exposures is derived from loans and advances to banks
and customers (2021: 36% ; Company: 0% ); while 27% (Company: 0% ) represents exposure to investments in debt
securities (2021: 26% ; Company: 0%%). The Directors are confident in their ability to continue to control exposure to
credit risk within a specified risk appetite which can result from both its Loans and Advances portfolio and Debt
securities.

! Further classification of Loans to Customers along product lines are provided on the next page.

2 Balances included in Restricted deposits and other assets above are those subject to credit risks. ltems not subject
to credit risk, which include Recognised assets for defined benefit obligations,Prepayment and Stock have been excluded.
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Credit risk exposure relating to Off-Balance Sheet

Maximum exposure

In thousands of Nigerian naira

Group

Jun-2022

Dec-2021

Maximum exposure
Company
Jun-2022 Dec-2021

Financial guarantees
Other contingents

555,103,060
77,394,109

361,977,858
70,841,704

Total

632,497,169

432,819,562

Contingencies are disclosed on Note 43

Classification of Maximum Exposure on Loans to Customers by Product

Loans and advances have been classified into Overdraft, Loans and Others throughout the Financials Statement.
- Overdraft are lines of credit which allow customers to write cheques for more than the actual balance on

their accounts usually to finance working capital.

- Loans include non-revolving facilities given to finance specific transactions, capital projects or a customer’s

expansion Programme.
- Others include Usances and Usance Settlement.

Maximum exposure on Loans and advances to customers is analysed below:

Group Company
Jun-2022 Dec-2021 Jun-2022 Dec-2021
Loans to individuals:

Overdraft 20,267,213 17,695,430 - -
Loans 249,561,302 215,316,091 - -
Others 160,360 88,289 - -
269,988,875 233,099,810 - -

Loans to non-individuals:
Overdraft 173,959,219 165,998,815 - -
Loans 1,338,388,862 1,379,749,552 - -
Others 50,760,188 23,739,204 - -
1,563,108,269 1,569,487,571 - -
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Credit quality of Financial Assets

IFRS 7 requires information about the credit quality of financial assets.This information is provided below for balances
held with counterparty, money market placements, Financial assets at fair value through profit or loss and
investment securities.

Unrestricted balances with central banks, Balances held with other banks, Money Market placements, financial
assets at fair value through profit or loss and Investment Securities

Unrestricted balances with central banks

The credit quality of Unrestricted balances with central banks are assessed by reference to external credit ratings
information about counterparty default rates.

Credit quality Credit quality
Group Company
In thousands of Nigerian naira Jun-2022 Dec-2021 Jun-2022 Dec-2021
Sovereign Ratings
Nigeria (B-) S&P 18,975,969 89,799,456 - -
Nigeria (BB-) - 2,880,839 - -
Fitch:
BB- 7,691,092 - - -
B- 47,060,379 28,438,893 - -
B 14,018,657 17,381,198 - -
unrated 17,555,378 18,498,522 - -
105,301,475 156,998,908 - -

Restricted and Unrestricted balances with Central Bank of Nigeria are assigned Sovereign rating of B- from S&P.

A significant portion of the Group’s unrated financial assets relates to cash balances held with central banks as
well as sovereign debt securities for which no external ratings are available. For such assets, the Group considers
the credit quality of the counterparty, taking into account its financial position, past experience and other factors.
Exposure limits are set and compliance is monitored by management.

Balances held with other banks

The credit quality of Balances held with other banks are assessed by reference to external credit ratings information
about counterparty default rates.

Credit quality Credit quality
Group Company
In thousands of Nigerian naira Jun-2022 Dec-2021 Jun-2022 Dec-2021
Counterparties with external credit rating (S&P)
AA+ 19,352,404 - - -
AA 692,358 44,300 - -
AA- - 26,077,470 - -
A+ 392,275,156 139,934,336 - -
A - 104,838,270 - -
A- 27,932,267 18,026,062 - -
BBB+ - - - -
BBB - 11,548,467 - -
BBB- - - - -
BB+ 232,986 - - -
BB - 32,892 - -
BB- 758 1,320,414 - -
B- - 2,349,000 - -
B - 1,020,135 - -
Unrated 16,881,933 13,026,726 - -
457,367,862 318,218,071 - -
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Money Market placements

The credit quality of Money Market placements are assessed by reference to external credit ratings information
about counterparty default rates.

Credit quality Credit quality
Group Company
In thousands of Nigerian naira Jun-2022 Dec-2021 Jun-2022 Dec-2021
Counterparties with external credit rating (S&P)
A-1+ 26,654,370 - - -
A-1 196,627,941 145,673,165 - -
A-2 13,711,449 151,366,705 - -
A-3 - 1,088,805 - -
BBB+ - - - -
B+ 6,468,626 - - -
B 35,013,151 13,142,868 - -
Unrated - 351,858 - -
278,475,536 311,623,401 - -
Sovereign Ratings
Nigeria (B-) S&P - 1,000,122 - -
- 1,000,122 - -
Counterparties without external credit rating
Unrated 47,419,201 16,302,507 - -
Foreign Subsidiaries - - - -
47,419,201 16,302,507 - -
325,894,737 328,926,030 - -
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Financial Assets at Fair value through profit or loss

The credit quality of Financial Assets at fair value through profit or loss are assessed by reference to external credit
ratings information about counterparty default rates.

Group Company
In thousands of Nigerian naira Jun-2022 Dec-2021 Jun-2022 Dec-2021
Soverign Ratings
Nigeria (B) S&P 262,320,001 104,397,651 - -
Other Sovereign (B) S&P - - - -
262,320,001 104,397,651 - -

Investment Securities
The credit quality of investment securities are assessed by reference to external credit ratings information
about counterparty default rates.

Credit quality Credit quality
Group Company
In thousands of Nigerian naira Jun-2022 Dec-2021 Jun-2022 Dec-2021
Sovereign Ratings:

AA 67,660,509 45,969,920 - -

BB- 54,441,635 44,615,162 - -

B+ - - - -

Nigeria (B-) S&P 659,292,433 805,655,214 - -

Other Sovereign Rating (B-) S&P 101,086,222 2,871,621 - -

Other Sovereign Rating (B) S&P 59,588,476 135,445,841 - -
Counterparties without external credit rating :

Unrated 95,742,426 86,740,830 - -

1,037,811,700 1,121,298,587 - -

Of the Group's Investment Securities of N1,037,811,700,000 (Dec 2021: N1,121,298,587,000) the sum of N659,292,433,000
(2021: N805,655,214,000) relates to investment in treasury bills and bond issued by the Federal Government of

Nigeria and bears the sovereign risk of the Federal Government of Nigeria. The Federal Republic of Nigeria currently has

a foreign long term issuer credit rating of B- (S&P).
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The credit quality of Assets pledged as collateral are assessed by reference to external credit ratings information

about counterparty default rates.

Group Company
In thousands of Nigerian naira Jun-2022 Dec-2021 Jun-2022 Dec-2021
Soverign Ratings
Nigeria (B-) S&P 109,324,370 68,430,170 - -
Other Sovereign Rating (B+) S&P 13,933,630 10,843,741 - -
123,258,000 79,273,911 - -

Restricted deposits and other assets

The credit quality of Restricted deposits and other assets are assessed by reference to external credit ratings

information about counterparty default rates.

Group Company
In thousands of Nigerian naira Jun-2022 Dec-2021 Jun-2022 Dec-2021
Soverign Ratings
Other Sovereign Rating (B+) S&P - - - -
Nigeria (B-) S&P 994,662,952 992,731,135 - -
Counterparties with external credit rating (S&P)
A-1 25,962,257 18,931,625 - -
A-1+ 11,792,618 33,922,425 - -
A-2 3,538,862 5,898,363 - -
B - - - -
Other Sovereign Rating (B-) S&P 16,533,873 29,575,420 - -
Unrated 45,015,181 25,386,835 - 18,183
1,097,505,743 1,106,445,803 - 18,183
Rating Legend:
External credit rating (S&P) External credit rating (S&P) External credit rating (Agusto):
AA+:Very Strong Capacity to Repay BB+:Moderate Capacity to Repay A-: Strong capacity to meet obligations
AA:Very Strong Capacity to Repay BB: Speculative credit rating B: Weak Financial condition but obligations
AA-:Very Strong Capacity to Repay B+: Highly Speculative Credit Rating are still being met as and when they fall due
A+: Strong Capacity to Repay B: Highly Speculative Credit Rating External credit rating (Fitch)
A: Strong Capacity to Repay B-: Highly Speculative Credit Rating AA-: High grade
A-: Strong Capacity to Repay C: Speculative Credit Rating A: High grade
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(i)

A-1+: Prime Rating

A-1: Upper Medium Credit Rating
A-2 : Upper Medium Credit Rating
A-3 : Lower Medium Credit Rating
BBB+:Adequate Capacity to Repay
BBB:Adequate Capacity to Repay
BBB-:Adequate Capacity to Repay
Credit Concentration

B Guaranty Trust Holding Company and Subsidiary Companies

External credit rating (Moody's)
P-3: Moderate Capacity to Repay
F1+:Strong capacity to repay
F1:Strong capacity to repay
External credit rating (Agusto):
Aa- : Very strong capacity to repay
A : Strong capacity to repay

A-: Upper medium grade

BBB+: Lower medium grade

BBB-: Lower medium grade

BB: Non investment grade speculative
BB-: Non investment grade speculative
B: Speculative credit rating

B+: Speculative credit rating

IFRS 7 requires disclosures on credit risk concentration. Concentration of risk arise from financial instruments that

have similar characteristics and are affected similarly by changes in economic or other conditions. This information

has been provided along geographical areas and economic sectors.

Geographical Sector

Concentration of risks of financial assets with credit risk exposure

The following table breaks down the Group’s credit exposure (without taking into account any

collateral held or other credit support), as categorised by geographical region as at the reporting date. For this table,

the Group has allocated exposures to regions based on the country of domicile of its counterparties.

Credit risk exposure relating to On-Balance Sheet

Group

Jun-2022

In thousands of Nigerian naira

Classification Nigeria Rest of Africa Outside Africa Total

Cash and bank balances:

- Unrestricted balances with central banks 18,975,969 86,325,506 - 105,301,475

- Balances held with other banks 4,947,974 29,876,993 422,542,895 457,367,862

- Money market placements 55,415,068 41,652,389 228,827,280 325,894,737

Loans and advances to banks 1,597,490 - - 1,597,490

Loans and advances to customers® :

- Loans to individuals 206,880,677 32,889,812 30,218,386 269,988,875

- Loans to non-individuals 1,324,887,171 238,221,098 - 1,563,108,269

Financial assets at fair value through profit

or loss:

- Debt securities 248,097,235 14,222,766 - 262,320,001

- Derivative financial instruments 14,289,305 - - 14,289,305

Investment securities:

- Debt securities 660,496,679 309,654,779 67,660,242 1,037,811,700

Assets pledged as collateral:

- Debt securities 109,324,370 13,933,630 - 123,258,000

Restricted deposits and other assets’ 1,008,155,887 36,773,342 52,576,514 1,097,505,743
3,653,067,825 803,550,315 801,825,317 5,258,443,457

Of the Group's Credit risk exposure outside Africa relating to On-balance sheet, 24% relates to exposures in

United States of America, 75% relates to exposures in United Kingdom and 1% relates to exposures in other countries.

! Further classification of Loans & Advances to Customers along product lines is provided on the next page.

2 Balances included in Restricted deposits and other assets above are those subject to credit risks. ltems not subject
to credit risk, which include Recognised assets for defined benefit obligations,Prepayment andStock

have been excluded.
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Credit risk exposure relating to Off-Balance Sheet

Credit Risk Exposure relating to off-balance sheet items are as follows:

Group
Jun-2022

In thousands of Nigerian naira

Nigeria Rest of Africa Outside Africa Total

Financial guarantees 448,186,212 33,032,737 73,884,111 555,103,060
Other contingents 23,020,925 40,370,520 14,002,664 77,394,109
471,207,137 73,403,257 87,886,775 632,497,169

Contingencies are disclosed on Note 43
Classification of Credit Concentration on Loans to Customers by Product
The maximum credit exposure of Loans & advances across geographical region and product lines is shown below:

Group
Jun-2022

In thousands of Nigerian naira

Classification Nigeria Rest of Africa Outside Africa Total

Loans to individuals:

Overdraft 18,639,192 1,608,166 19,855 20,267,213

Loans 188,163,274 31,264,669 30,133,359 249,561,302

Others 78,211 16,977 65,172 160,360

206,880,677 32,889,812 30,218,386 269,988,875

Loans to non-individuals:

Overdraft 126,205,523 47,753,696 - 173,959,219

Loans 1,150,286,516 188,102,346 - 1,338,388,862

Others" 48,395,132 2,365,056 - 50,760,188
1,324,887,171 238,221,098 - 1,563,108,269

" Others include Usances and Usance Settlement.
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Credit risk exposure relating to On-Balance Sheet

Group
Dec-2021

In thousands of Nigerian naira
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Classification Nigeria Rest of Africa Outside Africa Total

Cash and bank balances:

- Unrestricted balances with central banks 89,799,456 67,199,452 - 156,998,908

- Balances held with other banks 3,104,475 42,440,715 272,672,881 318,218,071

- Money market placements 916,980 33,645,422 294,363,628 328,926,030

Loans and advances to banks 115,014 - - 115,014

Loans and advances to customers® :

- Loans to individuals 168,688,042 30,598,853 33,812,915 233,099,810

- Loans to non-individuals 1,306,986,118 262,501,453 - 1,569,487,571

Financial assets at fair value through profit

or loss:

- Debt securities 42,643,770 61,753,881 - 104,397,651

- Derivative financial instruments 24,913,435 - - 24,913,435

Investment securities:

- Debt securities 809,698,346 263,335,070 48,265,171 1,121,298,587

Assets pledged as collateral:

- Debt securities 68,430,170 10,843,741 - 79,273,911

Restricted deposits and other assets’ 1,004,063,425 73,203,104 29,179,274 1,106,445,803
3,519,359,231 845,521,691 678,293,869 5,043,174,791

Of the Group's Credit risk exposure outside Africa relating to On-balance sheet, 18% relates to exposures in

United States of America, 81% relates to exposures in United Kingdom and 1% relates to exposures in other
countries.

! Further classification of Loans & Advances to Customers along product lines is provided on the next page.

2 Balances included in Restricted deposits and other assets above are those subject to credit risks. ltems not subject
to credit risk, which include Recognised assets for defined benefit obligations have been excluded.
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Credit risk exposure relating to Off-Balance Sheet

Credit Risk Exposure relating to off-balance sheet items are as follows:

Group
Dec-2021

In thousands of Nigerian naira

Nigeria Rest of Africa Outside Africa  Total
Financial guarantees 277,674,438 35,961,646 48,341,774 361,977,858
Other contingents 22,927,960 41,478,607 6,435,137 70,841,704
300,602,398 77,440,253 54,776,911 432,819,562

Contingencies are disclosed on Note 43
Classification of Credit Concentration on Loans to Customers by Product
The maximum credit exposure of loans and advances across geographical regions and product lines is shown below

Group
Dec-2021

In thousands of Nigerian naira

Classification Nigeria Rest of Africa Outside Africa Total

Loans to individuals:

Overdraft 16,201,817 1,470,999 22,614 17,695,430

Loans 152,486,225 29,113,794 33,716,072 215,316,091

Others - 14,060 74,229 88,289

168,688,042 30,598,853 33,812,915 233,099,810

Loans to non-individuals:

Overdraft 103,196,694 62,802,121 - 165,998,815

Loans 1,181,225,598 198,523,954 - 1,379,749,552

Others' 22,563,826 1,175,378 - 23,739,204
1,306,986,118 262,501,453 - 1,569,487,571

! Others include Usances and Usance Settlement.
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Credit risk exposure relating to On-Balance Sheet

Company

Jun-2022

In thousands of Nigerian naira
Classification Nigeria Rest of Africa Outside Africa Total

Restricted deposits and other assets’ - - - -

Credit risk exposure relating to On-Balance Sheet

Company

Dec-2021

In thousands of Nigerian naira

Classification Nigeria Rest of Africa Outside Africa Total
Restricted deposits and other assets’ 18,183 - - 18,183
18,183 - - 18,183
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(ii) Industry sectors

BH Guaranty Trust Holding Company and Subsidiary Companies

The following table breaks down the Group’s credit exposure at gross amounts (without taking into account any collateral held or other credit support), as categorised by the
industry sectors of the Group’s counterparties.

Credit Risk Exposure to on-balance sheet items

Group
Jun-2022
In thousands of Nigerian naira

Capital market ~ Construction/ General Info.Telecoms

Classification Agriculture & Financial institution Real estate  Education Commerce Government  Manufacturing Oil&gas  &Transport.’ Individual Others * Total
Cash and bank balances:
- Unrestricted balances with central banks - - - - - 105,301,475 - - - - - 105,301,475
- Balances held with other banks - 457,367,862 - - - - - - - - - 457,367,862
- Money market placements - 290,881,586 - - - 35,013,151 - - - - - 325,894,737
Loans and advances to banks - 1,597,490 - - - - - - - - - 1,597,490
Loans and advances to customers > :
- Loans to individuals - - - - - - - - - 269,988,875 - 269,988,875
- Loans to non-individuals 90,584,427 59,477,208 47,830,721 4,638,531 105,220,090 50,642,160 271,005,123 654,609,908 155,889,090 - 123,211,011 1,563,108,269
Financial assets at fair value through profit or
loss:
- Debt securities - - - - - 262,320,001 - - - - - 262,320,001
- Derivative financial instruments - 13,955,229 - - 144,365 - 60,652 3,907 120,412 - 4,740 14,289,305
Investment securities:
- Debt securities - 1,204,242 - - - 1,033,307,438 - - - - 3,300,020 1,037,811,700
Assets pledged as collateral:
- Debt securities - - - - - 123,258,000 - - - - - 123,258,000
Restricted deposits and other assets” - - - - - 994,730,088 - - - - 102,775,655 1,097,505,743

90,584,427 824,483,617 47,830,721 4,638,531 105,364,455 2,604,572,313 271,065,775 654,613,815 156,009,502 269,988,875 229,291,426 5,258,443,457

! Includes Engineering Services, Hospitality, Clubs, Cooperative Societies etc.

ZIncludes Telecoms, Logistics, Maritime and Haulage.

® Further classification of Loans to Customers along product lines are provided on the next page.

* Balances included in Restricted deposits and other assets above are those subject to credit risks. Items not subject to credit risk, which include Recognised assets for defined benefit obligations, prepayment and stock have been excluded.
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Credit Risk Exposure to off-balance sheet items

Group
Jun-2022
In thousands of Nigerian naira

Capital market ~ Construction/ General Info.Telecoms
Classification Agriculture & Financial institution Real estate Education Commerce Government  Manufacturing Oil&gas  &Transport.” Individual Others * Total
Financial guarantees 1,017,036 78,363,558 222,743,172 1,090 14,423,728 4,398 31,612,717 179,528,706 3,016,089 46,592 24,345,974 555,103,060
Other contingents 92,046 19,886,501 588,686 - 9,728,798 41,442 21,033,453 9,125,696 2,911,918 868,673 13,116,896 77,394,109
Total 1,109,082 98,250,059 223,331,858 1,090 24,152,526 45,840 52,646,170 188,654,402 5,928,007 915,265 37,462,870 632,497,169

YIncludes Engineering Services, Hospitality, Clubs, Cooperative Societies etc.
2 Includes Telecoms, Logistics, Maritime and Haulage.

Classification of Sectorial Credit Concentration on Loans to Customers by Product

Group
Jun-2022
In thousands of Nigerian naira
Capital market Construction/ General Info.Telecoms
Classification Agriculture & Financial institution Real estate Education Commerce Government  Manufacturing Oil&gas & Transport.” Individual Others * Total
Loans to individuals:
Overdraft - - - - - - - - - 20,267,213 - 20,267,213
Loans - - - - - - - - - 249,561,302 - 249,561,302
Others - - - - - - - - - 160,360 - 160,360
- - - - - - - - - 269,988,875 - 269,988,875

Loans to non-individuals:
Overdraft 6,474,967 1,993,353 11,570,452 358,315 23,907,736 1,835,700 35,028,750 66,534,526 15,234,376 - 11,021,044 173,959,219
Loans 81,692,440 57,483,855 36,210,254 4,280,216 79,777,833 48,806,460 213,936,305 569,173,223 137,392,092 - 109,636,184 1,338,388,862
Others 2,417,020 - 50,015 - 1,534,521 - 22,040,068 18,902,159 3,262,622 - 2,553,783 50,760,188

90,584,427 59,477,208 47,830,721 4,638,531 105,220,090 50,642,160 271,005,123 654,609,908 155,889,090 - 123,211,011 1,563,108,269

!Includes Engineering Services, Hospitality, Clubs, Cooperative Societies etc.
% Includes Telecoms, Logistics, Maritime and Haulage.
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Credit Risk Exposure to on-balance sheet items

Group
Dec-2021
In thousands of Nigerian naira
Capital market ~ Construction/ General Info.Telecoms

Classification Agriculture & Financial institution Real estate Education Commerce Government  Manufacturing Oil & gas & Transport.” Individual Others * Total
Cash and bank balances:
- Unrestricted balances with central banks - - - - - 156,998,908 - - - - - 156,998,908
- Balances held with other banks - 318,218,071 - - - - - - - - - 318,218,071
- Money market placements - 327,925,907 - - - 1,000,123 - - - - - 328,926,030
Loans and advances to banks - 115,014 - - - - - - - - - 115,014
Loans and advances to customers > :
- Loans to individuals - - - - - - - - - 233,099,810 - 233,099,810
- Loans to non-individuals 116,576,862 56,904,283 54,594,488 8,172,529 80,726,128 57,797,529 246,127,145 658,654,311 148,144,607 - 141,789,689 1,569,487,571
Financial assets at fair value through profit or
loss:
- Debt securities - - - - - 104,397,651 - - - - - 104,397,651
- Derivative financial instruments 1,998 23,981,829 7,859 - 13,047 - 586,368 6,143 316,191 - - 24,913,435
Investment securities:
- Debt securities - 1,171,511 - - - 1,118,173,845 - - - - 1,953,231 1,121,298,587
Assets pledged as collateral:
- Debt securities - - - - - 79,273,911 - - - - - 79,273,911
Restricted deposits and other assets® - - - - - 993,597,023 - - - - 112,848,780 1,106,445,803

116,578,860 728,316,615 54,602,347 8,172,529 80,739,175 2,511,238,990 246,713,513 658,660,454 148,460,798 233,099,810 256,591,700 5,043,174,791

!Includes Engineering Services, Hospitality, Clubs, Cooperative Societies etc.

ZIncludes Telecoms, Logistics, Maritime and Haulage.

® Further classification of Loans to Customers along product lines are provided on the next page.

“Balances included in Restricted deposits and other assets above are those subject to credit risks. Items not subject to credit risk, which include Recognised assets for defined benefit obligations, prepayment and stock have been excluded.
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Credit Risk Exposure to off-balance sheet items

Group
Dec-2021

In thousands of Nigerian naira

Capital market Construction/ General Info.Telecoms
Classification Agriculture & Financial institution Real estate Education Commerce Government  Manufacturing Oil & gas & Transport.” Individual Others * Total
Financial guarantees 446 53,560,098 207,682,169 1,288 16,088,455 1,234 30,326,812 38,034,069 4,634,129 98,248 11,550,910 361,977,858
Other contingents 762,572 13,627,164 4,770,315 - 8,313,440 29,518 19,023,070 4,876,146 5,122,979 2,204,827 12,111,673 70,841,704
Total 763,018 67,187,262 212,452,484 1,288 24,401,895 30,752 49,349,882 42,910,215 9,757,108 2,303,075 23,662,583 432,819,562

Includes Engineering Services, Hospitality, Clubs, Cooperative Societies etc.

2 Includes Telecoms, Logistics, Maritime and Haulage.

Classification of Sectorial Credit Concentration on Loans to Customers by Product

Group
Dec-2021
In thousands of Nigerian naira
Capital market Construction/ General Info.Telecoms
Classification Agriculture & Financial institution Real estate Education Commerce Government  Manufacturing Oil & gas & Transport.” Individual Others * Total
Loans to individuals:
Overdraft - - - - - - - - - 17,695,430 - 17,695,430
Loans - - - - - - - - - 215,316,091 - 215,316,091
Others - - - - - - - - - 88,289 - 88,289
- - - - - - - - - 233,099,810 - 233,099,810

Loans to non-individuals:
Overdraft 8,633,575 2,541,323 9,707,629 551,795 25,885,207 2,004,761 29,091,145 60,221,673 9,399,215 - 17,962,492 165,998,815
Loans 107,327,081 54,362,960 44,379,343 7,620,734 52,372,645 55,792,768 207,560,216 596,724,363 131,456,292 - 122,153,150 1,379,749,552
Others 616,206 - 507,516 - 2,468,276 - 9,475,784 1,708,275 7,289,100 - 1,674,047 23,739,204

116,576,862 56,904,283 54,594,488 8,172,529 80,726,128 57,797,529 246,127,145 658,654,311 148,144,607 - 141,789,689 1,569,487,571

!Includes Engineering Services, Hospitality, Clubs, Cooperative Societies etc.

ZIncludes Telecoms, Logistics, Maritime and Haulage.
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The following table breaks down the Parent’s credit exposure at gross amounts (without taking into account any collateral held or other credit support), as categorised by the
industry sectors of the Parent’s counterparties.

Credit Risk Exposure to on-balance sheet items

Company
Jun-2022

In thousands of Nigerian naira

Capital market ~ Construction/ General Info.Telecoms
Classification Agriculture & Financial institution Real estate  Education Commerce Government  Manufacturing Oil&gas & Transport.” Individual Others * Total

Cash and bank balances:
- Debt securities - - - - - - - - -

Restricted deposits and other assets® - - - - - - - - -

Includes Engineering Services, Hospitality, Clubs, Cooperative Societies etc.

2 Includes Telecoms, Logistics, Maritime and Haulage.

3 Further classification of Loans to Customers along product lines are provided on the next page.

“Balances included in Restricted deposits and other assets above are those subject to credit risks. Items not subject to credit risk, which include Recognised assets for defined benefit obligations have been excluded.
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The following tables show the analysis of the credit risk exposure of financial instruments for which an ECL allowance is
recognised. The gross carrying amount of financial assets below also represents the Group's maximum exposure to
credit risk on these assets:

Maximum exposure to credit risk - Loans and advances

Group
Jun-2022

In thousands of Nigerian naira

Rating Stage 1 Stage 2 Stage 3 Grand Total
Exceptional Capacity 217,128,500 - - 217,128,500
Very Strong Capacity 599,412,422 - - 599,412,422
Strong Repayment Capacity 549,523,342 - - 549,523,342
Acceptable risk 165,225,123 - - 165,225,123
Significant increase in credit risk - 269,089,136 - 269,089,136
Default - - 118,543,892 118,543,892
Total 1,531,289,387 269,089,136 118,543,892 1,918,922,415
Group

Dec-2021

In thousands of Nigerian naira

Rating Stage 1 Stage 2 Stage 3 Grand Total
Exceptional Capacity 189,125,207 - - 189,125,207
Very Strong Capacity 619,423,553 - - 619,423,553
Strong Repayment Capacity 504,466,293 - - 504,466,293
Acceptable risk 189,107,988 - - 189,107,988
Significant increase in credit risk - 270,366,922 - 270,366,922
Default - - 113,919,483 113,919,483
Total 1,502,123,041 270,366,922 113,919,483 1,886,409,446
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Maximum exposure to credit risk - Money Market Placements

Group
Jun-2022

In thousands of Nigerian naira
Rating

Stage 1

Stage 2

B Guaranty Trust Holding Company and Subsidiary Companies

Stage 3

Grand Total

Exceptional Capacity

Group

Dec-2021

In thousands of Nigerian naira
Rating

326,032,981

Stage 1

Stage 2

Stage 3

326,032,981

Grand Total

Exceptional Capacity

Company
Jun-2022

In thousands of Nigerian naira
Rating

329,063,731

Stage 1

Stage 2

Stage 3

329,063,731

Grand Total

Exceptional Capacity

Company

Dec-2021

In thousands of Nigerian naira
Rating

Stage 1

Stage 2

Stage 3

Grand Total

Exceptional Capacity

Maximum exposure to credit risk - Investment securities

Group
Jun-2022

In thousands of Nigerian naira
Rating

Stage 1

Stage 2

Stage 3

Grand Total

Exceptional Capacity

Group

Dec-2021

In thousands of Nigerian naira
Rating

1,041,716,158

Stage 1

Stage 2

Stage 3

1,041,716,158

Grand Total

Exceptional Capacity

Company
Jun-2022

In thousands of Nigerian naira
Rating

1,125,203,045

Stage 1

Stage 2

Stage 3

1,125,203,045

Grand Total

Exceptional Capacity

Company

Dec-2021

In thousands of Nigerian naira
Rating

Stage 1

Stage 2

Stage 3

Grand Total

Exceptional Capacity
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Maximum exposure to credit risk - Restricted deposits and other assets

Group
Jun-2022

In thousands of Nigerian naira

Rating Stage 1 Stage 2 Stage 3 Grand Total
Exceptional Capacity 1,097,775,544 - - 1,097,775,544

Group

Dec-2021

In thousands of Nigerian naira

Rating Stage 1 Stage 2 Stage 3 Grand Total
Exceptional Capacity 1,106,715,604 - - 1,106,715,604

Company
Jun-2022

In thousands of Nigerian naira

Rating Stage 1 Stage 2 Stage 3 Grand Total
Exceptional Capacity - - - -

Company

Dec-2021

In thousands of Nigerian naira

Rating Stage 1 Stage 2 Stage 3 Grand Total
Exceptional Capacity 18,183 - - 18,183

Maximum exposure to credit risk - off balance sheet

Group
Jun-2022

In thousands of Nigerian naira

Rating Stage 1 Stage 2 Stage 3 Grand Total
Exceptional Capacity 632,497,169 - - 632,497,169

Group

Dec-2021

In thousands of Nigerian naira

Rating Stage 1 Stage 2 Stage 3 Grand Total
Exceptional Capacity 432,819,562 - - 432,819,562

Company
Jun-2022

In thousands of Nigerian naira

Rating Stage 1 Stage 2 Stage 3 Grand Total
Exceptional Capacity - - - -

Company

Dec-2021

In thousands of Nigerian naira

Rating Stage 1 Stage 2 Stage 3 Grand Total
Exceptional Capacity - - - -
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Disclosures of various factors that impact the ECL Model as at 30 June 2022.

These Factors revolves around:

1) Discounting of the expected future casflows from individual obligors with their respective Effective interest rate
(EIR) on the set future dates to present value.

2) Application of varying haircut to underlying collateral and further discounting with their respective EIR

3) Application of varying forward looking information in relation to underlying macroeconomic assumptions and the
degree of responsivenes of the obligors to the assumptions at different degree of normal, downturn and upturn
scenarios. The weightings applied to the multiple economic scenarios are upturn - 40%; normal - 33%; and
downturn - 27%.

The following macro-economic forecasts under the different scenarios were adopted for individual customers:

Macro-Economic variable assumptions:

Scenario 2023 2024 2025
Exchange rate (&8/USD) Upturn 381.73 386.42 390.31
Normal 435.00 441.00 444.00
Downturn 488.27 495.58 497.69
Inflation rate (%) Upturn 13.72 14.31 13.40
Normal 15.50 16.00 15.00
Downturn 17.28 17.69 16.60
Unemployment (%) Upturn 34.99 37.83 37.61
Normal 40.00 44.00 44.00
Downturn 45.01 50.17 50.39
GDP growth rate (%) Upturn 4.74 4.70 4.62
Normal 3.40 3.50 3.50
Downturn 2.06 2.30 2.38

The following macro-economic forecasts under the different scenarios were adopted for corporate customers:

Macro-Economic variable assumptions:

Scenario 2023 2024 2025
Exchange rate (&8/USD) Upturn 381.73 386.42 390.31
Normal 435.00 441.00 444.00
Downturn 488.27 495.58 497.69
Inflation rate (%) Upturn 13.72 14.31 13.40
Normal 15.50 16.00 15.00
Downturn 17.28 17.69 16.60
Crude oil prices
(USD/barrel) Upturn 198.50 215.69 224.59
Normal 183.92 192.35 199.28
Downturn 169.34 169.01 173.97
Crude oil Production
(barrel) Upturn 1,603,759 2,026,739 2,015,288
Normal 1,420,000 1,850,000 1,850,000
Downturn 608,386 1,673,261 1,684,712
GDP growth rate (%) Upturn 4.74 4.70 4.62
Normal 3.40 3.50 3.50
Downturn 2.06 2.30 2.38
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(vii)

Impairment and provisioning policies

The following policies guide the Group’s provisioning and impairment:

(1) Loan Categorization

All loans and advances are categorized as follows during the current year:

Stage 1 Loans and Advances:

These are loans and advances that have not deteriorated significantly in credit quality since initial
recognition or that have low credit risk (where the optional simplification is applied) at the reporting
date. The credit quality of the Stage 1 loans and advances are assessed by reference to the internal
rating system adopted by the Group (see Note 4(f)(ii) Credit Risk Measurement). These are assigned
ratings 1-6.

In addition to the above, Stage 1 loans and advances are loans that have experienced movement of
credit rating of less than 3 notches migration from origination and are not in default

Stage 2 Loans and Advances:

These are loans and advances that have deteriorated significantly in credit quality since initial
recognition but do not have objective evidence of a credit loss event. The credit quality of the Stage
2 loans and advances are assessed by reference to the internal rating system adopted by the Group
(see Note 4(f)(ii) Credit Risk Measurement). These are assigned rating 7.

In addition to the above, Stage 2 loans and advances are loans that have experienced movement of
credit rating of more than 3 notches migration from origination and are not in default.

Stage 3 Loans and Advances:

These are loans and advances that have objective evidence of a credit loss event. Stage 3 allocation
is driven by either the identification of credit impairment or an exposure being classified as
defaulted. The credit quality of the Stage 3 loans and advances are assessed by reference to the
internal rating system adopted by the Group (see Note 4(f)(ii) Credit Risk Measurement). These are
assigned ratings 8-10.
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(2) Allowances for impairment

The Group establishes an allowance for impairment losses that represents its estimate of expected credit
losses in its loan portfolio. In accordance with IFRS 9 which requires the recognition of 12 month expected
credit losses (the portion of lifetime expected credit losses from default events that are expected within
12 months of the reporting date) if credit risk has not significantly increased since initial recognition (stage
1), and lifetime expected credit losses for financial instruments for which the credit risk has increased
significantly since initial recognition (stage 2) or which are credit impaired (stage 3).

Stage 1 —This is where credit risk has not increased significantly since initial recognition. For loans in stage
1, the Group recognises 12-month ECL and interest income is recognised on a gross basis — this means
that interest will be calculated on the gross carrying amount of the loan before adjusting for ECL.

Stage 2 - This is where credit risk has increased significantly since initial recognition (stage 1). When a loan
is transferred to stage 2, the Group recognises lifetime ECL but interest income will continue to be
recognised on a gross basis.

Stage 3 — At stage 3, the loan is credit impaired. This is effectively the point at which there has been an
incurred loss event. For loans in stage 3, the Group continues to recognise lifetime ECL but interest income
is recognised on a net basis. This means that interest income will be calculated based on the gross carrying
amount of the loan less ECL.

Realizable collaterals are important component of cash flows.
(3) Loans with renegotiated terms

Loans with renegotiated terms are loans that have been restructured due to deterioration in the
borrower’s financial position and where the Group has made concessions that it would not otherwise
consider. Once the loan is restructured, it remains in this category independent of satisfactory
performance after restructuring.

(4) Governance structure around the ECL model:

The governance around the ECL model centres on the monitoring of performance of obligors in
accordance with the term and conditions of the underlying facilities and ensure that the ratings assigned
to each counterparty reflects the outcome of the internal rating model of the Group, tailored to the
various categories and sectors of the counterparties. For this purpose, the Group has set up 3 level of
structure with oversights on the review of credit performance and assign credit ratings. The three levels
of governance structure are:

i)  Chief Risk Officer: The Chief Risk Officer (CRO) works with the divisional heads and relationship
managers to monitor and provide feedback on the performance of the facilities less than or equal
to 8100 million. This gives him insight into what the appropriate rating migration for each facility in
this band should be.

ii)  An Executive Director (ED) who is a member of the Board Risk Management Committee (BRMC):
An ED who is a member of the BRMC has been assigned responsibility for the facilities above %100
million but less than &#500 million. The ED works with the CRO, divisional heads and the relationship
managers to monitor the facilities in this category. He ensures that adequate information as to the
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iii)

level of performance of these facilities is promptly retrieved and the counterparties are correctly
rated.

The Managing Director (MD): The Managing Director presides over the review of facilities over
#500 million. The Managing Director may also decide to retain the oversight on the performance
of all facilities irrespective of the amount.

Every decision made with respect to the performance of these facilities must be approved by the
MD.

All the above approving authorities in respect of credit ratings consider number of days past due
as one of the quantitative variables in the determination of the credit ratings to be assigned to
credit facilities. Facilities that are 30 days past due are assigned a credit rating of 7 except
appropriate rebuttals are in place to justify a better credit rating while Facilities that are 90 days
past due are assigned a rating of 8 except appropriate rebuttals are in place to justify a better
credit rating.

(5) Policy around rebuttal:

When backstop is used and an account that has breached the 30 days past due criteria for SICR and 90 days
past due criteria for default is transferred to stage 2 or stage 3 respectively, the presumption can be rebutted
only on the basis of the following:

i)

i)

The relationship manager and divisional head must provide reasonable and supportable evidence
for the rebuttal. In doing this, the evidence must be provided to the CRO and credit risk
management team within 10 working days failure of which the transfer will be made.

For accounts that are moved to stage 2, the CRO and credit risk management team will review
the evidence provided by the relationship manager and provide feedback to the relationship
manager as regards the acceptability of the evidence.

For accounts that are moved to stage 3, the CRO and credit risk management team will review
the evidence provided by the relationship manager. The account is then scheduled to be
presented to the Criticised Asset Committee (CAC).

CAC takes decision with respect to the acceptability of the evidence presented to it.

Where the evidence is deemed acceptable as stated in (ii) and (iv) above, the account is
immediately transferred back to the previous stage. Where the evidence is not acceptable, the
account is left in the new stage except the relationship manager is able to provide fresh evidence
which will follow the same step above.
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(i Credit quality of Stage 1 Loans and advances

The credit quality of the portfolio of Stage 1 loans and advances can be assessed by reference to the internal rating system adopted by the Group.

Group
Jun-2022
In thousands of Nigerian Naira
Loans and advances to

Loans and advances to customers banks
Individuals Non-individuals
Rating Overdraft Loans Others Overdraft Loans Others Overdraft Loans Total
Exceptional capacity 408,298 32,093,939 65,172 72,695,041 107,415,840 4,450,210 - - 217,128,500
Very strong capacity 652,626 37,293,798 - 9,110,949 533,975,371 18,379,678 - - 599,412,422
Strong repayment capacity 15,989,593 158,825,264 78,211 34,194,394 312,875,485 26,074,699 1,485,696 - 549,523,342
Acceptable risk 1,169,945 13,177,677 17,212 13,456,208 135,365,427 2,037,174 1,480 - 165,225,123
Total 18,220,462 241,390,678 160,595 129,456,592  1,089,632,123 50,941,761 1,487,176 - 1,531,289,387

Group
Dec-2021

In thousands of Nigerian Naira
Loans and advances to

Loans and advances to customers banks
Individuals Non-individuals
Rating Overdraft Loans Others Overdraft Loans Others Overdraft Loans Total
Exceptional capacity 24,526 31,078,140 74,229 53,542,703 95,531,829 8,873,780 - - 189,125,207
Very strong capacity 1,486,568 8,855,544 - 13,706,428 587,067,316 8,307,697 - - 619,423,553
Strong repayment capacity 13,323,801 161,144,488 - 50,188,907 274,910,183 4,883,548 15,366 - 504,466,293
Acceptable risk 1,024,704 4,925,589 14,060 18,798,666 162,682,377 1,582,477 64,901 15,214 189,107,988

Total 15,859,599 206,003,761 88,289 136,236,704  1,120,191,705 23,647,502 80,267 15,214 1,502,123,041




	Cover page.pdf
	1 - Cover Page.pdf
	2 - Introduction.pdf


