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CENTRAL BANK OF NIGERIA
REPORT OF THE BOARD OF DIRECTORS

Introduction

The consolidated and separate financial statements of the Central Bank of Nigeria ('the Group") for the year
ended 31 December 2020 were prepared based on accounting policies set out on pages 19 to 54 which are
derived from the International Financial Reporting Standards (IFRS} as issued by the International Accounting
Standards Board (“IASB") and the recommended practices in the guidelines issued February 2018, revised
December 2018 and with partial revision in February 2021 by the Financial Reporting Council of Nigeria (FRC),
titled “Accounting Guideline for Financial Reporting by Central Bank of Nigeria” (the Guideline) as it affects
Central Bank of Nigeria operations, the CBN Act of 2007 and the Financial Reporting Council of Nigeria Act
No. 6 of 2011.

Results

The Group and Bank's profit for the year was N30,814 million and N1,251 million respectively (2019; N34,638
million and N2,966 million respectively). In line with the provisions of the Fiscal Responsibility Act 2011, 20% of
the Net Income of the Bank will be credited to retained earnings while the balance will be paid to the Federal
Government of Nigeria.

Corporate Governance

The Board of Directors is the highest policy making organ of the Bank and decisions of the Board are taken in
consenance with submissions from various Board Committees and Departmental Directors.

The business and governance of the Bank has since then been carried out by them in compliance with Section
6 of the CBN Act, 2007.

The Board of Directors held 5 meetings between January and December 2020.

The Committee of Governors had held 50 meetings between January and December 2020.

The Commitiees of the Board are:

1. Committee of Governors

2. Finance and General Purpose Committee

3. Audit and Risk Management Committee

4. Establishment Committee

5. Major Contracts Tenders Commitiee

6 Investment Committee

7. Monetary Policy Commitiee

8. Corporate Strategy Commitiee

9. Financial System Stability Committee

10. Remuneration, Ethics and Anti-Corruption Committee
11. CBN Pension Fund Management Committee

Apart from the Committee of Governors which is the Executive Management of the Bank, the composition of
the other committee includes the right mix of both the executive and non- executive Directors for effective and
good corporate governance.

A centralised integrated risk management co-ordination function is performed by the Risk Management
Department (RMD). The role of the RMD is to develop, maintain and promote an appropriate risk management
policy, framework, approach and cuiliure, methodologies, processes and support systems,

The RMD is also responsible for coordinating and facilitating an integrated and uniform compliance
management process in the group; advancing and facilitating specialised operational risk management
processes, including business conlinuity, occupational health and safety and information security.

The Internal Audit Department of the Bank provides independent objective assurance of the adequacy and
effectiveness of control, risk management and governance process of the group,



CENTRAL BANK OF NIGERIA
REPORT OF THE BOARD OF DIRECTORS

Ethics Management

The Bank, as the Central Bank of Nigeria, should be, an institution of integrity which maintains the highest
ethical standards. The executive management of the Bank is aware of this core value and expectation and
commits itself to creating a working environment that encourages and facilitates honesty, integrity and ethical
behaviour,

The Bank is committed to equality, meritocracy and international best practice.

We present the state of affairs of the Group and the Bank as at 31 December 2020, the results and cash flows
of the Group and the Bank in accordance with the accounting policies set out on pages 19 to 54 which are
derived from the International Financial Reporting Standards as issued by the International Accounting
Standards Board (*|ASB"} and the recommended practices in the guidelines issued February 2018, revised
December 2019 and with partial revision in February 2021 by the Financial Reporting Council of Nigeria (FRC),
titted “Accounting Guideline for Financial Reporting by Central Bank of Nigeria” (the Guideline) as it affects
Central Bank of Nigeria operations, the CBN Act of 2007 and the Financial Reporting Council of Nigeria Act
No. 8 of 2011.

@U\W

Corporate Secretary
25 February 2021



CENTRAL BANK OF NIGERIA

STATEMENT OF DIRECTORS' RESPONSIBILITIES IN RELATION TO THE PREPARATION OF THE
FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2020

In accordance with the provisions of the Central Bank of Nigeria Act, 2007, the Board of Directors is responsible
for the preparation of consolidated and separate financial statements which are prepared, in all material respect
in accordance with the accounting policies set out on pages 19 to 54 which are derived from International
Financial Reporting Standards (IFRS) as issued by the International Accounting Standards Board (“IASB") and
the recommended practice in the guidelines issued February 2018, revised December 2019 and with partial
revision in February 2021 by the Financial Reporting Council of Nigeria (FRC), titled “Accounting Guideline for
Financial Reporting by Central Bank of Nigeria" {the Guideline) as it affects Central Bank of Nigeria operations
and the CBN Act of 2007 and the Financial Reporting Council of Nigeria Act No., & of 2011.

The responsibilities include ensuring that:

i the Central Bank of Nigeria keeps proper accounllng records thal disclose, with reasanable accuracy, the
financial position of the Bank and its subsidiaries which are in all malerial respect in accordance with the
accounting principles set oul on pages 18 to 54 which are derived from International Financial Reporiing
Standards (IFRS) as issued by the International Accounting Standards Board ("JASB") and the
recommended practice in the guidelines issued February 2018, revised December 2019 and with partial
revision in February 2021 by the Financial Reporting Council of Nigeria (FRC), titled “Accounting Guideline
for Financial Reporting by Central Bank of Nigeria" (the Guideline) as it affects Central Bank of Nigeria
operations and the CBN Act of 2007 and the Financial Reporting Council of Nigeria Act No. 6 of 2011.

ii appropriate and adequate Internai controls are established 1o safeguard its assets and to prevent and
detect fraud and other irregularities;

ii the Ceniral Bank of Nigeria prepares its consolidated and separate financial statements using suitable
accounting policies supported by reasonable and prudent judgments and estimates that are consistently
applied; and

iv it is appropriale for the consolidated and separate financial statements to be prepared on a going concern
basis.

The Board of Directors accept responsibility for the consolidated and separate financial statements, which have
been prepared using appropriate accounting policies supporled by reasonable and prudent judgments and
estimates derived from International Financial Reporting Standards (IFRS) as issued by the International
Accounting Standards Board ("|ASB") and the recommended practice in the guidelines issued February 2018,
revised December 2019 and with partial revision in February 2021 by the Financial Reporting Council of Nigeria
(FRC) titled "Accounting Guidelines for Financial Reporting by Central Bank of Nigeria” (the Guideling) as it
affects Central Bank of Nigeria operations and the CBN Act of 2007 and the Financial Reporting Council of
Nigeria Act No. 6 of 2011.

The Board of Directors are of the opinion that the consolidated and separate financial statements are prepared in
all material respects, in accordance with the International Financial Reporting Standards {IFRS) as issued by the
International Accounting Standards Board (“|ASB") ,the recommended practice in the guidelines issued February
2018, revised December 2019 and with partial revision in February 2021 by the Financial Reporting Council of
Nigeria (FRC) titled “Accounting Guidelines for Financial Reporting by Central Bank of Nigeria” (the Guideline),
the relevant provisions of the Central Bank of Nigeria Act No. 7, 2007 and the Financial Reporing Council of
Nigeria Act No. 6, 2011 to reflect the state of the financial affairs of the Central Bank of Nigeria ("the Bank")
together with its subsidiaries ("the Group") as at 31 December 2020, and of its financial pefformance and cash
flows for the year ended 31 December 2020.

The Board of Directors further accept responsibility for the maintenance of accounting records that may be relied
upon in the preparation of the consoclidated and separate financial statements, as well as adequate systems of
internal financial conirol.

Nothing has come to the attention of the Board of Directors to indicate that the Group and Bank will not remain a
going concern for at least twelve manths from the date of this statement.

—,

Signed on behalf of the Board of Directors by:

Governor; Mr. Godwin |. Emefiele (CON)
FRC Number: FRC/2013//CDN/00000001080
Deputy Governor

(Corporate Services Directorate) Mr. Edward L. Adamu

FRC Number: FRC/2018/NIQS/00000018729

'
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REPORT OF THE INDEPENDENT JOINT AUDITORS
TO THE MEMBERS OF CENTRAL BANK OF NIGERIA

Report on the audit of the consolidated and separate financial statements

Opinion

We have audited the consolidated and separate financial statements of Central Bank of Nigeria (“the
Bank) and its subsidiaries (together 'the Group®) set out on pages 11 to 193, which comprise:
o the consolidated and separate statements of profit or loss for the year ended 31 December
2020;
¢ the consolidated and separate statements of comprehensive income;
o the consolidated and separate statements of financial position as at 31 December 2020;
« the consolidated and separate statements of changes in equity;
e the consolidated and separate statements of cash flows for the year then ended; and
¢ npotes to the consolidated and separate financial statements, including significant accounting
policies.

In our opinion, the accompanying consolidated and separate financial statements for the year ended
31 December 2020 are prepared, in all material respects, in accordance with accounting policies
set out on pages 20 to 54 which are derived from the International Financial Reporting Standards
and the recommended practice in the guidelines issued by the Financial Reporting Council of Nigeria
(FRCN) titled ""Accounting Guideline for Financial Reporting by Central Bank of Nigeria" ("the
Guideline”) in February 2018 and revised December 2019 and with partial revision in February
2021, and the relevant provisions of the Central Bank of Nigeria Act No. 7, 2007 and the Financial
Reporting Council of Nigeria Act No. 6, 2011.

Baslis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Qur
responsibilities under those standards are further described in the Auditor's Responsibilities for the
Audit of the consoclidated and separate financial statements section of our report. We are
independent of the Group and the Bank in accordance with the International Ethics Standards Board
for Accountants’ Code of Ethics for Professional Accountants (including International Independence
Standards) (IESBA Code) together with other ethical requirements that are relevant to our audit of
the consolidated and separate financial statements in Nigeria. 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 Matters

Key audit matters are those matters that, in our professional judgement, were of most significance
in our audit of the consolidated and separate financial statements of the current period. 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.
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REPORT OF THE INDEPENDENT JOINT AUDITORS
TO THE MEMBERS OF CENTRAL BANK OF NIGERIA - Continued

Key Audit Matters - Continued

We have determined the matters described below to be the key audit matters to be communicated in
our report. For each matter below, our description of how our audit addressed the matter is provided

in that context.

The Key Audit Matters apply equally to the audit of the consolidated and separate financial

KPME

statements.
Key audit matter How our audit addressed the matter
Expected Credit Loss (ECL) assessment on Qur procedures included the following:
financial assets

The impairment of financial assets using the
expected credit loss approach in line with the
recommendations of the Guideline as issued by
the Financial Reporting Council of Nigeria and
IFRS 9 financial Instruments, is considered to be
a key audit matter due to the significance of
amount, and the level of subjectivity, uncertainty
and complexity involved in estimating the key
assumptions that impact the recoverability of
financial assets, including the application of
industry knowledge, prevailing and forecasting
economic conditions in arriving at the level of
impairment allowance required.

The ECL model involves the appfication of
judgement, assumptions and estimation in
determining inputs for ECL calculation such as:

Determination of the default;

Determining criteria for significant increase in
credit risk (SICR) for staging purposes;

Incorporating {orward-looking information
based on economic scenarios in the ECL model
building process;

Determination of the 12 month and lifetime
probability of default (PD) used in the ECL
maodel;

Determination of the Exposure at Default (EADY;

Estimation of the Loss Given Default (LGD)
based on collateral values and other cash

We evaluated the ECL model prepared by
management for computation of impairment on
financial assets by assessing that it is consistent
with the recommendations of the Guideline as
issued by the Financial Reporting Council of
Nigeria and the requirements of the relevant
accounting standards.

We evaluated the Bank's 12-month ECL on
sovereign securities held, by assessing whether
it is consistent with the recommendation of the
Guideline as issued by the Financial Reporting
Council of Nigeria, which permits the Bank to
estimate the 12 months ECL for its sovereign
securities as zero.

» For loans, we selected material loans and
inspected the repayment history for possible
repayment default. We assessed the various
factors such as days past due criteria in
classifying the loans within stages 1, 2, and 3
in the measurement of £CL.

= We evaluated the appropriateness of the basis
of determining Exposure at Default, including
the contractual cashflows, outstanding loan
balances, loan repayment types and loan
tenors by comparing the exposure at default
computed by the Bank to the recomputed
exposure at default and investigated all
material differences.

= For Probability of Default (PD) used in the ECL
calculations, we obtained confirmation on the
credit rating of the obligor and the associated
PDs based on the Bank's credit policy for
appropriateness; We also assessed the

Refer to Notes 14, 186, 18, 22 and 32(c) of the
consolidated and separate financial statements
for disclosures on impairment losses on financial
assets.

calculation of the Loss Given Default (LGD)
used by the Bank in the ECL calculations for
accuracy and evaluated the appropriateness of
the values of collaterals used.
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REPORT OF THE INDEPENDENT JOINT AUDITORS
TO THE MEMBERS OF CENTRAL BANK OF NIGERIA - Continued

Key audift matters - continued

The Key Audit Matters apply only to the audit of the consalidated and separate financial

statements.

Key audit matter

How our audit addressed the matter

We evaluated the appropriateness of the forward-
looking assumptions comprising macro-economic
indicators like inflation, unemployment rate, and
Gross Domestic Product (GDP) growth rate, used
in the ECL calculations by using publicly available
information from external sources.

We evaluated the qualitative and quantitative
disclosures for reasonableness by assessing that
it is consistent with the guidelines issued by the
Financial Reporting Council of Nigeria and the
relevant accounting standards.

Assessment of key contingent liabilities

The Bank has significant contingent liabilities
which are disclosed in Note 32 of the
consolidated and separate financial statements.

The Bank is involved in a number of legal actions
with contingent liabilities amounting to N44.7
trillion as at 31 December 2020 (2019: N35.7
triftion).

Included in the litigation is one significant case
with total claims of N42.9 trillion, which the
Bank disclosed as a contingent liability in line
with the reguirements of |AS 37 Provisions,
Contingent Assets and Contingent Liabilities,

For this case, the Bank had lost at the Federal
High Court in March 2014. The Bank has
appealed against the decision of the Federal
High Court, of which, the Bank's own appeal is
still pending before the Court of Appeal. There
was a 2nd defendant on this legal case, who had
lost at the Federal High Court and the Court of
Appeal (the Bank was a party to the 2nd
defendant’s appeal). The judgement sum
amounts to GBP2.159 billion with 15% annual
interest calculated with effect from 22 June
1995,

No provision (2019: Nil) was made during the
year in the consclidated and separate financial
statements as the directors believe that, based
on existing evidence, the likelihood of the
contingent liabilities crystalizing is remote.

Our procedures inciuded the following:

We obtained confirmation responses from the
Bank's legal counsels and inspected such
responses for consistency with management's
assumption.

We evaluated management’s assessment of the
legal case which included inspecting
management's assessment of praobable outflow of
resources based on confirmation responses
received from their external legal counsels, on
their assessment and likelthood of success of the
case in favour of the Bank.

We obtained the judgement of the Federal High
Court dated 11 March 2014. We received and
assessed the Bank's brief of argument and the
amended notice of appeal,

We obtained independent legal opinions on the
assessment and likelihood of success of the cases
in favour of the Bank.

We assessed the appropriateness of the
disclosures made by the Management in Note 32
fo the consolidated and separate financial
statements,

We exercised professional judgement in our
assessment of the legal cases, taking inio
consideration the reports of the external legal
counsels,
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REPORT OF THE INDEPENDENT JOINT AUDITORS
TO THE MEMBERS OF CENTRAL BANK OF NIGERIA - Continued

Key audit matters - continued

Key audit matter How our audit addressed the matter

This is considered a key audit matter in the
consolidated and separate financial statements
given the level of significance of the amount, and
judgement made by the directors in determining
that no provision is required.

Other Information

The Directors are responsible for the other information. The other information comprises the
Corporate information, Report of the Board of Directors, Statement of Directors’ responsibilities in
relation to the preparation of the financial statements, consolidated and separate statements of
value added and consolidated and separate five-year financial summary. The other information does
not include the consolidated and separate financial statements and our auditors' 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 conciusion 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,
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 of the consolidated and separate financial
statements in accordance with the accounting policies which are derived from the International
Financial Reporting Standards as issued by the International Accounting Standards Board (“IASB™) ,
and based on the Guideline issued by the Financial Reporting Council of Nigeria, the relevant
provisions of the Central Bank of Nigeria No. 7, 2007 and the Financial Reporting Council of Nigeria
Act No.6, 2011, and for such internal control as the Directors determine is necessary to enable the
preparation of consolidated and separate financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the consolidated and separate financial statements, the Directors are responsible for
assessing the Group and the Bank '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 Bank or to cease operations, or have no
realistic alternative but to do so.
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REPORT OF THE INDEPENDENT JOINT AUDITORS
TO THE MEMBERS OF CENTRAL BANK OF NIGERIA - Continued

Auditors’ 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 misstatement, whether due to fraud or error,
and to issue an auditors' 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 1SAs 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 scepticism throughout the audit. We also:

e Identify 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 resuiting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

e Obtain an understanding of internal control refevant 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 Bank's internal control,

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

¢ Conclude on the appropriateness of the Directors’ use of the 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's and the Bank 's ability to continue as
a going concern. If we conclude that a material uncertainty exists, we are required to draw
attention in our joint auditors’ 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 join auditors’ report. However,
future events or conditions may cause the Group and Bank to cease to continue as a going
concern.
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REPORT OF THE INDEPENDENT JOINT AUDITORS
TO THE MEMBERS OF CENTRAL BANK OF NIGERIA - Continued

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

» 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 financial
statements. We are responsible for the direction, supervision and performance of the group audit.
We remain solely responsible for our audit opinion.

We communicate with the Board of Directors and Finance and General-Purpose Committee 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 Board of Directors and Finance and General Purpoase Committee with a statement
that we have complied with relevant ethical requirements regarding independence, and to
communicate with them ali 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 Board of Directors, we determine those matters that were
of most significance in the audit of the consclidated and separate financial statements of the current
period and are therefore the key audit matters. We describe these matters in our joint auditors’ report
unless law or regulation precludes public disclosure about the matter or when, in extremely rare
circumstances, we determine that a matter shouid 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,

For: Ernst & Young For: KPMG

Lagos, Nigeria Lagos, Nigeria

Jamiu Olakisan, FCA Avyodele Cthihiwa, FCA
FRC/2013/ICAN/C0000003918 FRC/2012/ICAN/OO000000425
12 April 2021 12 April 2021
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CENTRAL BANK OF NIGERIA
CONSOLIDATED AND SEPARATE STATEMENTS OF PROFIT OR LOSS
FOR THE YEAR ENDED 31 DECEMBER 2020

Group Bank
2020 2019 2020 2019
Notes N'million N'million N'million N'million
Interest and similar income calculaled using
the effective interest method Sa 1,638,280 1,471,365 1,609,474 1,453,193
Other interest and similar income 5b 111,400 87,867 111,400 87,867
Interest and similar expense calculated using
the effective interest method 6 (1.694,848) (2,221,373)  (1,683,092) (2,220,766)
Net interest incomel/(expense) 54,832 {662,141) 37,782 (679,706)
Fees and commission income 7 61,300 64,246 59,611 64,053
Net fair value gains on financial instruments 8 8,188 50,183 8,188 50,183
Other operating income 9 617,962 1,094,522 622,964 1,103,317
Total operating Income 742,282 546,810 728,545 537,847
Credit loss expense 14 (98,663) (82,758) {92,510} (81,949)
Net operating income 643,619 464,052 636,035 455,898
Personnel expenses 11 (183,601) (168,034) (176,004)  (161,845)
Depreciation of property, equipment and right- 24 {23,518) (27,691) (18,744) {16,698)
of-use assets
Amortisation of intangible assets 23 (3,388) (2,969) (3,272) {2,808)
Currency issue expenses 12 (7,478) (10,207} (64,458) {85,300)
Other operating expenses 13 (422,530)  (246,813) (372,306) (186,283)
Total operating expenses {640,515} (455,714) (634,784) {452,932)
Profit before share of associates’ profit 3,104 8,338 1,251 2,966
Share of profit of associates 21 32,402 33,632 - -
Profit before tax 35,506 41,970 1,251 2,966
Income tax expense 15a (4,692) {7,332) - -
Profit for the year 30,814 34,638 1,251 2,966
Attributable to:
Equity holder of the Bank 29,673 33,155 1,251 2,966
Non-controlling interests 1,141 1,483 - -
30,814 34,628 1,251 2,966

The accompanying notes to the consolidated and separate financial statements form an integral part of these

consolidated and separate financial statements.

11



CENTRAL BANK OF NIGERIA
CONSOLIDATED AND SEPARATE STATEMENTS OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 DECEMBER 2020

Group Bank
2020 2019 2020 2019
Notes N'million N’'million N'million  N'million

Profit for the year 30,814 34,638 1,261 2,966

Other comprehensive income

Other comprehensive income that may be
reclassified to profit or loss in subsequent
periods net of {ax:

Debt instruments at fair value through other
comprehensive income (FVOCH):

Net change in fair value during the year at

FVOCI 10 {70) 94 {70} 94
Net (losses)/gains on financial investments at
fair value through other comprehensive income {(70) 94 {(70) 94

Share of other comprehensive income of
associates 21 30,953 22,338 - -

Total items that may be reclassified to profit
or loss 30,883 22,432 (70} 94

Other comprehensive income/(loss) not to be
reclassified lo profit or loss in subsequent
periods net of tax:

Net change in fair value during the year on
equity instruments at FVOCI 10 91,694 8,769 91,694 B,769

Re-measurement losses on defined benefit
plans 28 (71,687) (43,085) {71,687) (44,823)

Revaluation surplus on property and equipment 24 - 196,264 - 196,264
Total items that will not be reclassified to
profit or loss 20,007 161,968 20,007 160,210
Other comprehensive income for the year,
net of tax 50,890 184,400 19,937 160,304
Total comprehensive income for the year 81,704 219,038 21,188 163,270
Attributable to:
Equity holder of the Bank 80,563 217,555 21,188 163,270
Non-controlling interests 1,141 1,483 - -
81,704 219,038 21,188 163,270

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

12



CENTRAL BANK OF NIGERIA
CONSOLIDATED AND SEPARATE STATEMENTS OF FINANGIAL POSITION
AS AT 31 DECEMBER 2020

Group Bank
2020 2019 2020 2019
Notes N'million N'million N'million N'million
Assets
Cash and bank balances 16e 61,652 234,661 - -
External reserves 18 15,283,223 14,295,794 15,263,223 14,205,794
IMF Holdings of Special Drawing Rights 17a 725,583 747,143 725,583 747,142
Loans and receivables 18 21,936,947 17,085,405 22,490,589 17,431,338
Investment securities:
Debt instruments af fair value through
other camprehensive income 19 1,368 44,423 1.368 44,423
Equity Instruments at fair value through '
other comprehensive income 18 258,349 + 166,858 258,349 168,656
Deb! Instruments at amortised ¢cost 19 3,334,918 3,092,129 3,033 587 2,988,568
Investments in subsidiaries 20 - - 45401 45,401
Investments In associates 21 3e8,021 344,273 111,126 111,126
Quota in International Monetary Fund (IMF} 17b 1,208,060 1,016,200 1,208,060 1.016,280
Other assets 22 1,847,005 429,725 1,828,745 409,384
Intangible assets 23 6,271 7.089 5578 6,744
Property and equipment and right-of-use 24 758,132 740,940 700,178 681,499
assels
Total assets 45,799,430 38,204,538 45,672,787 37,945,367
Liabilities
Bank notes and coins in circulation 27 2,907 522 2,442 031 2,907,522 2,442,045
Deposits 25 20,650,203 13,483,108 20,892644 13,565,073
Central Bank of Nigeria Instruments issued 28 12,824,780 14,620,712 12,824,789 14,620,713
IMF allocation of Specifal Drawing Rights 17d 825,272 835,174 825,272 835,174
IMF related liabilities 17¢ 2321714 987,851 2.331.,714 967,851
Employee benefit liabilities 28 188,743 129,307 188,640 131,174
Current income tax payable 15b 9,454 8,472 - -
Deferred tax liabilities 15¢ 13.375 11,428 - -
Other liabilities 29 4,954 254 4,693,053 5,002,455 4,703,777
Total liabilities 44,705,326 37,191,138 44,973,036 37,265,804
Equity
Share capital 30 5,000 5,000 5,000 5,000
Retained earnings 30 564,381 607,395 355,785 427,224
Falr value reserve Kl . 141,623 49257 142,702 51.078
Foreign currency transiation reserve 30 174,823 144611 . -
Revaluation reserve 30 196,264 196.264 196,264 196,284
Equity attributable to equity holders of the
Bank 1,082,091 1,002,527 699,751 679,563
Non-controlling inlerests 12,013 10,872 - -
Total equity 1,094,104 1,013,399 689,751 679,663
Total liabilities and equity 45,799,430 38,204,538 45,672,787 37,945,367

The accompanying nates lo the consolidated and separate financia® statements form an integral part of these consolidated and
separate financial statements.

The consolidated and separate financial stalements were approved and authorised for issue by the Board of Direclors on 25
February 2021.

ot

\i;d/wi} I. Emefiele (CON} Governor
4 C/2013/I0DN/O0000001080
Deputy Governor,
A Nr. Edward L. Adamu Corporate Services Directorate

FRC/2018/NIQS/00000018728

= — —— Director,

e

Mr. Benjamin A. Fakunle Finance Department

FRC/2019/ICAN/ODO00019338
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CENTRAL BANK OF NIGERIA

CONSOLIDATED AND SEPARATE STATEMENTS OF CASH FLOWS

FOR THE YEAR ENDED 31 DECEMBER 2020

Cash flows from operating activities
Cash generated from/(used in) cperating
activities

Income tax paid

Employee benefit paid

Dividend received from associates

Net cash flows from/{used in} operating
activities

Cash flows from investing activities
Purchase of investment securities
Purchase of Intangible assels

Purchase of property, plant and equipment
Proceeds from sale of property, plant and
equipment

Net cash flows used in investing
activities

Cash fiows from financing activities
Surplus paid to the Federal Government of
Nigeria

Repayment of lease liabilities

Net cash flows used in financing
activities

Net change in cash and cash equivalents
Net foreign exchange difference on cash
and cash equivalents

Cash and cash equivalents at 1 January
Cash and cash equivalents at 31
December

Notes

K}

15b
28
21

19
23
24

29a

2%e

16e

Group
2020 2019

N'million N'mitlion

229,596  (2,149,013)

(1,763) (1,061)
(53,705) {15,187)
7,817 8,237

Bank
2020 2019

N'miltion N'million

207,673  (2,352,812)

(53.405) (15,197)

181,945 (2,167,033}

(200,341}  (120,643)

(2,560) (3,233)
(40,333) (39,950
1,716 4,522

154,268 (2,368,008}

(1,033) {127,832)

(2,108) (2,856)
(39,030} (35,136)
1,700 3,084

(241,518) (159,304)

(40,469) {162,740)

(2,373) (3.372) (2,373) (3.372)
{362) - (362) -
{2,735) (3,372) {2,735) (3,372)

9

(62,307) (2,319,709)
{203,878) (49,763)

,783,621 12,153,093

111,084  (2,534,121)
(204,241) (49,763)

9,548,960 12,132,844

517,436 9,783,621

9,455,784 9,548,960

The accompanying notes to the consolidated and separate financial statements form an integral part of these
consolidated and separate financial statements.
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CENTRAL BANK OF NIGERIA

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

(All amounts are in milfions of Naira, unless otherwise stated)

1.
1.1

1.2

General information

Corporate information

The Central Bank of Nigeria ("CBN" or "the Bank") is the apex regulatory authority of the banking
system in Nigeria. it was established by the Central Bank of Nigeria Act of 1958, as repealed by the
Central Bank of Nigeria Act No. 7 of 2007, It commenced operation on 1 July 1959.

The consolidated and separate financial statements of the Group for the year ended 31 December
2020 comprises the Bank and its subsidiaries (fogether referred o as the "Group").

The Bank is wholly owned by the Federal Government of Nigeria and is a Govemment Business
Entity (GBE). The principal objectives of the Bank are to:

* Ensure monetary and price stability;

= Issue legal tender currency in Nigeria;

* Maintain external reserves to safeguard the international value of the legal tender currency;

* Promote monetary stability and a sound financial system in Nigeria; and

= Act as banker and provide economic and financial advice to the Federal Government of Nigeria.

The Bank is incorporated and domiciled in Nigeria. Its head office is at Plot 33, Abubakar Tafawa

Balewa Way, Central Business District, Abuja.

The Bank holds 89.52% of the share capital of Nigerian Security Printing and Minting Ple while

Bureau of Public Enterprise and DE LA RUE of UK have 9.61% and 0.87% shares, respectively. The

subsidiary is involved in the production of Nigerian currency notes and coins together with security

documents and products for other businesses. The principal objectives of the subsidiary are:

* Production of Nigerian currency notes and coins together with security documents & products for
other business.

» Manufacture and importation of printing ink and the provision of technical services.

The Bank holds 100% of the share capital in Nigeria Incentive-Based Risk-Sharing System for

Agricuitural Lending Plc (NIRSAL). The subsidiary was set up by the CBN to spark agricultural

industrialization process through increased production and processing of the greater part of the farm

produce/output in the country to boost economic earnings across the value chain.

The Bank holds 99.99% of the share capital in Nigerian Electricity Supply Industry Stabilization

Strategy Limited (NESI). The subsidiary is involved in the promaotion of long-term sustainability and

efficiency of the Nigeria Electricity Supply Industry through the initiation and encouragement of

programmes and the creation of mechanisms and processes fundamental to the growth and

bankability of the Nigerian Electricity Supply Industry.

The consolidated and separate financial statements of Central Bank of Nigeria and its subsidiaries

{collectively, the Group) for the year ended 31 December 2020 were approved and authorised for

issue by the Board of Directors on 25 February 2021,

The consolidated and separate financial statements cover the financial year from 1 January 2020 to

31 December 2020, with comparative for the year ended 31 December 2019.

Presentation of financial statements

The Group presents its statement of financial position broadly in order of liquidity. An analysis
regarding recovery or seltlement within 12 months afler the statement of financial position date
(current) and more than 12 months after the statement of financial position date (non—current) are
presented in the respective notes for assets and liabilities.

Financial assets and financial liabilities are offset and the net amount reported in the statement of
financial position only when there is a legally enforceable right to offset the recognised amounts and
there is an intention to setlle on a net basis, or to realise the assets and settle the liability
simultaneously. Income and expenses are not offset in the income statement unless required or
permitted by any accounting standard or interpretation, and as specifically disclosed in the accounting
policies of the Group.

Investment in subsidiaries are carried at cosl less impairment in the Bank's separate financial
stalements
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CENTRAL BANK OF NIGERIA

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

{Alt amounts are in millions of Naira, unless otherwise stated)

2

21

Significant accounting policies

The principal accounting policies applied in the preparation of these consolidated and separate
financial statements are set out below. These policies have been consistently applied to all the years
presented, unless otherwise stated.

Basis of preparation

The consolidated and separate financial statements have been prepared in accordance with
accounting policies derived from International Financial Reporting Standards (IFRS) as issued by the
International Accounting Standards Board (IASB") and the recommended practice in the revised
guideline issued February 2018 and revised December 2019 and with partial revision in February
2021 by the Financial Reporting Council of Nigeria (FRCN) titled “Accounting Guidelines for Financial
Reporting by Central Bank of Nigeria” {the Guideline) as it affects Central Bank of Nigeriz operations
and the CBN Act of 2007 and the Financial Reporting Council of Nigeria Act No.6 of 2011. The
provisions of the Guideline issued by FRC are set out in Notes 2,1.1 in the financial statements.

The Guideline does not apply to the subsidiaries or associates and was applied by the Bank in the
financial year beginning 1 January 2019.

The consolidated and separate financial statements have been prepared on a historical cost basis,
except for:

= debt and equity instruments at fair value through other comprehensive income,

= gold and financial assets that have been measured at fair value through profit or loss;

= land and building carried at the revalued amount using the revaluation model; and

= net defined benefit liabilities using the projected unit method.

The consolidated and separate financial statements are presented in naira and all values are rounded
to the nearest million (N'm), except when otherwise indicated.

The preparation of the consolidated and separate financial statements in conformity with policies
derived from IFRS requires the use of certain critical accounting estimates and judgements. It also
requires management to exercise its judgement in the process of applying these policies. The areas
involving a higher degree of judgement or complexity, or areas where assumptions and estimates are
significant to the consolidated and separate financizal statements are disclosed in Note 2.35,

Recommended practices as approved by the Financial Reporting Council of Nigeria in its
Guideline

The effects of any accounting policy changes arising from adoption of any recommendations in the
Guideline is applied praspectively.

intervention loans

Intervention loans and receivables are measured at amortized cost using the effective interest method
(EIM). In exceptional cases, as part of its central banking functions, the Bank may act as a lender of
last resort by granting Intervention loans. This function is unique to the Bank and as such, the Bank
remains the only market for this kind of loans. The Bank has adopted its contractual rate as the
Effective Interest Rate (EIR) for measuring its intervention loans.

Foreign exchange derivatives

Forward purchases and sales are recognized on the statement of financial position at the respective
settlement/maturity date. Forward contracts are not marked to market. Forward purchases and sales
are recognized off-balance sheet and not recognised in the financial statements between the trade
date and settlement date.

Swap transactions are recognized on the statement of financial position on the settlement/maturity
dates. The Bank recognizes the setlled future transactions on its statement of financial position, Swap
and futures coniracts are not recognized by the Bank in its financial statements between the trade
date and settlement date.

Existence and details of derivative and similar transactions recorded off-balance sheet are disclosed
in the notes to the financial statements at the year- end rates.
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CENTRAL BANK OF NIGERIA

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

{All amounts are in millions of Naira, unless ctherwise stated)

2
21
211

2.2

Significant accounting policies - continued
Basis of preparation - continued

Recommended practices as approved by the Financial Reporting Council of Nigeria in its
Guideline - continued

Impairment of financial assets

Financial assets that have low credit risk were assessed for 12-months expected credit losses (ECL)
and for such financial assets, the practical expedient approach under the ECL model have been
considered. Based on the unique nature of CBN's role, there is a rebuttable presumption that the 12-
months ECL on sovereign securities held by CBN is zero.

Gold

In order for the Group to match the possible effects of any provision for gold risk, CBN may
(re)measure monetary gold at fair value through profit or loss with any gain resulting from such
measurement excluded from distributable reserves.

Changes in accounting policy and disclosures

New and amended standards and interpretations

The Group applied for the first-lime certain standards and amendments, which are effective for
annual periods beginning on or after 1 January 2020. The Group has not early adopted any other
standard, interpretation or amendment that has been issued but is not yet effective.

(a) Amendments to [FRS 3: Definition of a Business

The amendment to IFRS 3 Business Combinations clarifies that to be considered a business, an
integrated set of activities and assets must include, at a minimum, an input and a substantive process
that, together, significantly contribute to the ability to create cutput. Furthermore, it clarifies that a
business can exist without including all of the inputs and processes needed to create outputs. These
amendments had no impact on the consclidated financial statements of the Group, but may impact
future periods should the Group enter into any business combinations.

(b} Amendments to IFRS 7, IFRS 9 and 1AS 39 Interest Rate Benchmark Reform

The amendments to IFRS 9 and IAS 39 Financial Instrumenls; Recognition and Measurement
provide a number of reliefs, which apply to all hedging relationships that are directly affected by
interest rate benchmark referm. A hedging relationship is affected if the reform gives rise to
uncertainty about the timing and/or amount of benchmark-based cash flows of the hedged item or the
hedging instrument. These amendments have no impact on the consolidated financial statements of
the Group as it does not have any interest rate hedge relationships.

(c) Amendments to IAS 1 and IAS 8 Definition of Material

The amendments provide a new definition of material that states, “information is material if omitting,
misstating or obscuring it could reasonably be expected to influence decisions that the primary users
of general purpose financial statements make on the basis of those financial statements, which
provide financtal information about & specific reporting entity.” The amendments clarify that materiality
will depend on the nature or magnitude of information, either individually or in combination with other
information, in the context of the financial statements. A misstatement of information is material if it
could reasonably be expected to influence decisions made by the primary users. These amendments
had no impact on the consolidated financial statements of, nor is there expected to be any future
impact to the Group.
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CENTRAIL BANK OF NIGERIA

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

(Alf amounts are in millions of Naira, unless otherwise stated)

2
2.2

Significant accounting policies - continued
Changes in accounting policy and disclosures - continued

New and amended standards and interpretations - continued

(d) Conceptual Framework for Financial Reporting issued on 29 March 2018

The Conceptual Framework is not a standard, and none of the concepts contained therein override
the concepts or requirements in any standard. The purpose of the Conceptual Framework is to assist
the IASB in developing standards, to help preparers develop consistent accounting policies where
there is no applicable standard in place and to assist all parties to undersiand and interpret the
standards. This will affect those entities which developed their accounting policies based on the
Conceptual Framework. The revised Conceptual Framework includes some new concepts, updated
definitions and recognition criteria for assets and liabilities and clarifies some important concepts.
These amendments had no impact on the consolidated financial statements of the Group.

{e) Amendments to IFRS 16 Covid-19 Related Rent Concessions

2.3

On 28 May 2020, the IASB issued Covid-19-Related Rent Concessions - amendment to IFRS 16
Leases. The amendments provide relief to lessees from applying IFRS guidance on lease
modification accounting for rent concessions arising as a direct consequence of the Covid-19
pandemic. As a practical expedient, a lessee may elect not to assess whether a Covid-19 related rent
concession from a lessor is a lease modification. A lessee that makes this election accounts for any
change in lease payments resulting from the Covid-19 related rent concession the same way it would
account for the change under IFRS 186, if the change were not a lease modification.

The amendment applies to annual reporling periods beginning on or afiter 1 June 2020. Earlier
application is permitted. This amendment had no impact on the consolidated financial statements of
the Group.

Basis of consolidation

Subsidiaries

The consolidated and separate financial statements comprise the financial statements of the Bank
and its subsidiaries as at 31 December 2020. Control is achieved when the Group is exposed, or has
rights, to variable returns from its involvement with the investee and has the ability to affect those
returns through its power over the investee.

Specifically, the Group controls an invesiee if and only if the Group has:

* Power over the investee {i.e. existing rights that give it the current ability to direct the relevant
activities of the investee)

= Exposure, or rights, to variable returns from its involvement with the investee, and

= The ability to use its power over the investee to affect its returns

When the Group has less than a majority of the voting or similar rights of an investee, the Group
considers all relevant facts and circumstances in assessing whether it has power over an investee,
including;

= The contractual arrangement with the other vote holders of the investee

= Rights arising from other contractual arrangements

* The Group's voting rights and potential voting rights

The Group re-assesses whether or not it controls an investee if facts and circumstances indicate that
there are changes to cne or mare of the three elements of control. Consolidation of a subsidiary
begins when the Group obtains control over the subsidiary and ceases when the Group loses control
of the subsidiary. Assets, liabilities, income and expenses of a subsidiary acquired or disposed of
during the year are included in the consolidated financial statements from the dale the Group gains
control until the date the Group ceases to control the subsidiary.
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CENTRAL BANK OF NIGERIA

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

(Alf amounts are in millions of Naira, unfess otherwise stated)

2
2.3

24

Significant accounting policies - continued
Basis of consolidation - continued
Subsidiaries - continued

Profit or loss and each component of other comprehensive income (OCI) are attributed to the equity
holders of the parent of the Group and to the non-contrelling interests, even if this results in the non-
controlling inlerests having a deficit balance. When necessary, adjustments are made to the financial
statements of subsidiary to bring it's accounting policies into line with the Group's accounting policies.

Transactions eliminated on consolidation
All intra-group assets and liabilities, equity, income, expenses and cash flows relating to fransactions
between members of the Group are eliminated in full on consolidation.

Loss of control
A change in the ownership interest of a subsidiary, without a loss of contral, is accounted for as an
equity fransaction. If the Group loses control over a subsidiary, it:

= Derecognises the assets (including goodwill) and liabilities of the subsidiary

= Derecognises the carrying amount of any non-controlling interests

= Derecognises the cumulative translation differences recorded in equity

» Recognises the fair value of the consideration received

= Recognises the fair value of any investment retained

» Recognises any surplus or deficit in profit or loss

* Reclassifies the parent's share of components previously recognised in OCI to income
statement or retained earnings, as appropriate, as would be required if the Group had directly
disposed of the related assets or liabilities.

Non-controlling interests

Non-controlling interest are measured at their proportionate share of the acquiree's identifiable net

assets at the date of acquisition.

Associates

Associates are those entities in which the Group has significant influence, but not control or jeint
control, over the financial and operating policies.

Interests in associates are accounted for using the equity method. They are initially recognized at
cost, which includes transaction costs. Subsequent to initial recognition, the consolidated financial
statements include the Group's share of the profit or loss and OCI of equity-accounted investees, until
the date on which significant influence.

tnvestment in associates

An associate is an enlity over which the Group has significant influence. Significant influence is the
power to participate in the financial and aperating policy decisions of the investee, but is not control or
joint control over those policies.

The considerations made in determining significant influence or joint control are similar to those
necessary to determine control over subsidiaries.

The Group's investments in its associates are accounted for using the equity method. Under the
equity method, the investment in an associate is initially recognised at cost which includes transaction
costs. The carrying amount of the investment is adjusted to recognise changes in the Group's share
of net assets of the associate since the acquisition date. Goodwill relating to the associate is included
in the carrying amount of the invesiment and is neither amortised nor individually tested for
impairment
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Significant accounting policies - continued
tnvestment in assoclates - continued

The income statement reflects the Group's share of the resulls of operations of the associate . Any
change in OCI of those investees is presented as part of the Group's OCI. In addition, when there has
been a change recognised directly in the equity of the associate, the Group recognises its share of
any changes, when applicable, in the statement of changes in equity. Unrealised gains and losses
resulting from transactions between the Group and the associate are eliminated to the extent of the
interest in the associate.

The aggregate of the Group's share of profit or loss of an associate is shown on the face of the
income statement outside operating profit and represents profit or loss after tax and non-controlling
interests in the subsidiaries of the associate.

The financial statements of the associate are prepared for the same reporting peried as the Group.
When necessary, adjustments are made to bring the accounting policies in line with those of the
Group.

After application of the equity methed, the Group determines whether it is necessary to recognise an
impairment loss on its investment in its associate. At each reporiing date, the Group determines
whether there is objective evidence that the investment in the associate is impaired. If there is such
evidence, the Group calculates the amount of impairment as the difference between the recoverable
amount of the associate and its carrying value, then recognises the impairment loss in its share of
profit or toss from an associate in the income statement.

Upon loss of significant influence over the associate, the Group measures and recognises any
retained investment at its fair value. Any difference between the carrying amount of the associate
upon loss of significant influence and the fair value of the retained investment and proceeds from
disposal is recognised in income statement.

Recognition of income and expenses

The effective interest rate method

Under IFRS 9, interest income is recorded using the effective interest rate (EIR) method for all debt
instruments measured at amortised cost and interest bearing financial assets measured at fair value
through other comprehensive income (FVOCI) under IFRS 9.

Interest bearing financial assets measured at FVOCI under IFRS 9 are also recorded by using the
EIR method. The EIR is the rate that exactly discounis estimated future cash receipts through the
expecied life of the financial asset or, when appropriate, a shorter period, to the net carrying amount
of the financial asset.

The EIR (and therefore, the amortised cost of the asset) is calculated by taking into account any
discount or premium on acquisition, fees and costs that are an integral part of the EIR for all financial
instruments other than those measured at FYTPL. The Group recognises interest income using a rate
of retum that represents the best estimate of a constant rate of return over the expected life of the
financial instruments. Hence, it recognises the effect of potentially different interest rates charged at
various stages, and other characteristics of the product life cycle (including prepayments, penalty
inferest and charges).

If expectations regarding the cash flows on the financial asset are revised due to credit risk, the
adjustment is booked as a positive or negative adjustment to the carrying amount of the asset in the
balance sheet with an increase or reduction in interest income. The adjusiment is subsequently
amortised through Interest income in the income statement.
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Significant accounting policies - continued
Recognition of income and expenses - continued

Interest and similar income and expense

Net interest income comprises interest income and interest expense calculated using both the
effective interest method. These are disclosed separately on the face of the income statement for
both interest income and interest expense to provide symmetrical and comparable information.

In its Interest income/expense calculated using the effective interest method, the Group only includes
interest on those financial instruments that are set out in Note 2.5a above.

Other interest income/expense inciudes interest on all financial assets/liabilities measured at FVTPL,
using the contractual inlerest rate. Interest incomefexpense on all trading financial assets/liabilities is
racognised as a part of the fair value change in Net frading income. The Group calculates interest
income on financial assets, other than those considered credit-impaired, by applying the EIR to the
gross carrying amount of the financial asset.

Dividend received or receivable from associates are recognised as a reduction in the carrying value of
the Group invesiment carrying value. Where a group’s share of losses in an associale equals or
exceeds its interest in the entity, in doing any other unsecured loans from receivables, the group does
not recognise further losses, unless it has incurred obligations or made payments on behalf of the
other entity.

When a financial asset becomes credit-impaired and is therefore regarded as ‘Stage 3’ (as set out in
Note 2.11), the Group calculates interest income by applying the EIR to the net amortised cost of the
financial asset. If the financial assets cures {as outlined in Note 3.2.4) and is no longer credit-
impaired, the Group reverts to calculating interest income on a gross basis and recognise reversal
from the improvement in the profit or loss.

For purchased or originated credit-impaired (POCI) financial assets, the Group calculates interest
income by calculating the credit-adjusied EIR and applying that rate to the amortised cost of the
financial asset. The credit-adjusted EIR is the interest rate that, at inilial recognition, discounts the
estimated future cash flows (including credit losses) to the amortised cost of the POCI financial asset.

Fees and commission income

Fees and commission income that are integral to the effective interest rate on a financial asset are
included in the measurement of the effeclive interest rate (see 2.5a above). Other fees and
commission income, inciuding foreign exchange earnings, Bureau de Change registration and
commissions are recognised as the related services are performed.

If a loan commitment is not expected to result in the draw-down of a loan, then the related loan
commitment fees are recognised on a siraighl-line basis over the commitment period.

Dividend income

This is recognised when the Group's right to receive the payment is established, which is generally
when the shareholders approve and declare the dividend.

Foreign exchange revaluation gains or losses

These are gains and losses arising on settlement and translation of monetary assets and liabilities
denominated in foreign currencies at the functional currency's spot rate of exchange at the reporting
date. This amount is recognised in the income statement and it is further broken down into realised
and unrealised portion.

The monetary assets and liabilities include financial assets within the external reserves, foreign
currencies deposits received and held on behalf of third parties, etc. (see note 16 & 25).

Agency income
Agency commission is recognised when such income is earned by the Group. Agency income is
recognised within 'other operating income’ in the income statement.
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Significant accounting policies - continued
Recognition of income and expenses - continued

Intervention activities

Intervention activities are those activities carried out by the Group in connection with national security,
federal government, state securities, armed forces where there is important need for the fund. All
payments made in relation o intervention activities embarked on by the Group are expensed as
incurred. However, paymenis made by the Group in relation to intervention activities on bebalf of the
Federal Government are recognised as receivables and are fully impaired afier 12 months if the
amount is not received from the Federal Government.

Other operating expenses
All other operating expenses are recognised at cost when incurred.

Taxes

Current income tax

Current tax comprises the expected tax payable or receivable on the taxable income or loss for the
year, and any adjustment lo tax payable or receivable in respect of previous years. The amount of
current tax payable or receivable is the best estimate of the tax amount expected to be paid or
received that reflects uncertainty related to income taxes, if any. it is measured using {ax rales
enacted or substantively enacted at the reporling date and is assessed as follows:

* Group income tax is computed on taxable profits
* Tertiary education tax is computed on assessable profits

+ National Information Technology Development Agency levy is computed on profit before tax

= Nigeria Police Trust Fund levy is computed on net profit (i.e. profit after deducting all expenses and
taxes from revenue eamed by the Group during the year)

Current income tax relating to items recognised directly in equity is recognised in equity and not in the
income statement . Management pericdically evaluates positions taken in the tax returns with respect
to situations in which applicable tax regulations are subject to interprelation and establishes
provisions where appropriate.

The Bank is not subject to tax in respect of its functions under the Central Bank of Nigeria Act 2007.
The Bank is exempted from the payment of tax under the Companies Income Tax Act ,Cap C21, LFN
2004 (as amended).

Deferred tax
Deferred tax is provided using the liability method on femporary differences between the tax bases of
assets and lizbilittes and their carrying amounts for financial reporting purposes at the reporting date.

Deferred tax liabilities are recognised for all taxable temporary differences, except:

* When the deferred tax liability arises from the initial recognition of goodwill or an asset or liability in a
fransaction that is not a business combination and, at the time of the transaction, affects neither the
accounting profit nor taxabie profit or loss,

* In respect of taxable temporary differences associated with investiments in subsidiary and
associates when the timing of the reversal of the temporary differences can be controlled and it is
probable that the temporary differences will not reverse in the foreseeable future.

Deferred tax assets are recognised for all deductible temporary differences, the carry forward of
unused tax credits and any unused tax losses. Deferred tax assets are recognised to the extent that it
is probable that taxable profit will be available against which the deductible temporary differences, and
the carry forward of unused tax credits and unused tax losses can be utilised, except:
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Significant accounting policies - continued
Taxes - continued

Deferred tax - continued

= When the deferred tax asset relating to the deductible temporary difference arises from the initial
recognition of an asset or liability in a transaction that is not a business combination and, at the time
of the transaction, affects neither the accounting profit nor taxable profit or loss.

= In respect of deductible temporary differences associated with investments in subsidiary and
associates, deferred tax assets are recognised only to the extent that it is probable that the temporary
differences will reverse in the foreseeable future and taxable profit will be available against which the
temporary differences can be utilised.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the
extent that it is no longer probable that sufficient taxable profit will be available to aliow all or part of
the deferred tax asset to be utilised. Unrecognised deferred tax assefs are re-assessed at each
reporting date and are recognised to the extent that it has become probable that future taxable profits
will allow the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the year
when the asset is realised or the liability is seitled, based on tax rates {and tax laws) that have been
enacted or substantively enacted at the reporting date.

Deferred tax relating to items recognised oulside profit or loss is recognised outside profit or loss.
Deferred tax items are recognised in correlation to the underlying transaction either in OCI or directly
in equity.

Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right exists to set off
current tax assets against current income tax liabilities and the deferred taxes relate to the same
taxable entity and the same taxation authority.

Deferred tax assets and deferred tax liabilities are derived from the Group's subsidiaries.

Value added tax

Expenses and assets are recognised net of the amount of value added tax, except:

* When the value added tax incurred on a purchase of assets or services is not recoverable from the
taxation authority, in which case, the value added tax is recognised as part of the cost of acquisition of
the asset or as part of the expense item, as applicable,

* When receivables and payables are stated with the amount of value added tax included
The net amount of value added tax recoverable from, or payable to, the taxation authority is included
as part of receivables or payables in the statement of financial position.

Foreign currency translation

Functional and presentation currency

tems included in the financial statements are measured using the currency of the primary economic
environment in which the Group operates ("the functional currency"). The financial statements of the
Group are presented in Nigerian Naira, which is the functional currency of the Group.

On consolidation, the assets and liabilities of investees with different functional currency are
translated into Naira at the rate of exchange prevailing at the reporting date and their income
statements are franslated at the average exchange rates for the year. The exchange differences
arising on translation for consolidation are recognised in the statement of other comprehensive
income {OCI) and accumutated in the foreign currency exchange reserve. On disposal of a foreign
operation, the component of OCI relating to that particular foreign operation is recognised in the
statement of profit or loss.
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Significant accounting policies - continued
Foreign currency translation - continued

Transactions and batances

Transactions in foreign currencies are initially recorded at the functional currency spot rates at the
date the transaction first qualifies for recognition.

Monetary assets and liabilities denominaled in foreign currencies are translated at the functional
currency spot rate of exchange at the reporting date. Differences arising on settlement or translation
of monetary items are recoegnised in the statement of profit or loss

Non-monetary items that are measured in terms of histerical cost in a foreign currency are translated
using the exchange rates at the dates of the initial transactions. Non-monetary items measured at fair
value in a foreign currency are translated using the exchange rates at the date when the fair value
was determined. The gain or loss arising on translation of non-monetary items measured at fair value
is treated in line with the recognition of gain or loss on change in fair value of the item (i.e., translation
differences on items whose fair value gain or loss is recognised in other comprehensive income or
income statement are also recognised in other comprehensive income or income statement,
respectively).

Financial instruments - initial recognition
A financial instrument is any contract that gives rise fo a financial asset of one entity and a financial
liability or equity instrument of another entity.

Date of recognition

Financial assets and liabilities, except for loans and advances to customers, deposits, IMF related
liabilities and other liabilities are initially recognised on the trade date, i.e., the date that the Group
becomes a party to the contractual provisions of the instrument. This includes regular way trades:
purchases or sales of financial assets that require delivery of assets within the time frame generally
established by regulation or convention in the market place. Loans and advances to cuslomer are
recognised when funds are transferred to the customers’ accounts. The Group recognises deposits,
IMF related liabilities and other liabilities when funds are transferred to the Group.

Initial measurement of financial instruments

The classification of financial instruments at initial recognition depends on their contractual terms and
the business model for managing the instruments, as described in Notes 2.8.52 and 2853,
Financial instruments are initially measured at their fair value (as defined in Nole 2.24), and, except in
the case of financial assets and financial liabilities recorded at FVTPL, transaction costs are added to,
or subtracted from, this amount. Trade receivables are measured at the transaction price. When the
fair value of the financial instruments at initial recognition differs from the transaction price, the Bank
accounts for the Day 1 profit or loss, as described in note 2.8.3.

Day 1 profit or loss

When the transaction price of the instrument differs from the fair value at origination and the fair value
is based on a valuation technique using only inputs observable in market transactions, the Group
recognises the difference between the transaction price and fair value in net trading income. |n those
cases where fair value is based on models for which some of the inputs are not observable, the
difference between the transaction price and the fair value is deferred and is only recognised in profit
or loss when the inputs become observable, or when the instrument is derecognised.
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2  Significant accounting policies - continued
2.8 Financial instruments — initial recognition - continued

2,8.4 Measurement categories of financial assets and liabilities
The Group classifies all its financial assets based on the business model for managing the assets and
the asset’s contractual terms, measured at either:
» Amortised cost, as explained in Note 2.8.5.1
« Fair value through other comprehensive income (FVOCI), as explained in Note 2.8.8 and 2.8.9
* Fair value through profit or loss (FVTPL) in Note 2.8.12

The Group classifies and measures its trading portfolio at FVTPL as explained in Notes 2.8.6 and
2.8.7. The Group may designate financial instruments at FVTPL, if so doing eliminates or significantly
reduces measurement or recognition inconsistencies.

Financial liabilities, other than loan commitments and financial guarantees, are measured at
amortised cost or at FVTPL and derivative instruments or the fair value designation is applied, as
explained in Note 2.8.7.

2.8.5 Financial assets and liabilities

2.8.5.1 Loans and receivables and Financial investments at amortised cost
The Group only measures Loans and receivables and other financial investments at amortised cost if
both of the following conditions are met:

=The financial asset is held within a business model with the objective to hold financial assels in order
to collect contractual cash flows

*The contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest (SPPI) on the principal amount outstanding.

The details of these conditions are outlined below.

2.8.5.2 Business model assessment

The Group determines its business model at the level that best reflects how it manages groups of
financial assets to achieve its business objective.

The Group's business model is not assessed on an instrument-by-instrument basis, but at a higher
level of aggregaled portfolios and is based on observable factors such as:

» How the performance of the business model and the financial assets held within that business
model are evaluated and reported to the entity's key management personnel

= The risks that affect the performance of the business model {and the financial assets held within that
business model) and, in particular, the way those risks are managed.

* How managers of the business are compensated (for example, whether the compensation is based
on the fair value of the assets managed or on the contractual cash flows collected)

= The expected frequency, value and timing of sales are also important aspects of the Group's
assessment.

The business model assessment is based on reasonably expected scenarios without taking 'worst
case' or 'stress case’ scenarios into account. If cash flows after initial recognition are realised in a way
that is different from the Group's original expectations, the Group does not change the classification
of the remaining financial assets held in that business model, but incorporates such information when
assessing newly originated or newly purchased financial assets going forward,
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Significant accounting policies - continued

Financial instruments - Initial recognition - continued

2.8.5.3 The SPPI test

2.8.86

As a second step of its classification process the Group assesses the contractual terms of financial
assets to identify whether they meet the SPPI test,

‘Principal’ for the purpose of this test is defined as the fair value of the financial asset at initial
recognition and may change over the life of the financial asset (for example, if there are repayments
of principal or amonrlisation of the premium/discount). ‘Interest’ is defined as consideration for the time
value of money and for the credit risk associated with the principal amount outstanding during a
particular period of time and for other basic lending risks and costs {e.g. liquidity risk and
administrative costs), as well as profit margin,

The maost significant elements of interest within a lending arrangement are typically the consideration
for the time value of money and credit risk. To make the SPPI| assessment, the Group applies
judgement and considers relevant factors such as the currency in which the financial asset is
denominated, the period for which the interest rate is set, prepayment and exiension terms.

In contrast, contractual terms that introduce a more than de minimis exposure to risks or volatility in
the contractual cash flows that are unrelated to a basic lending arrangement do not give rise to
contractual cash flows that are solely payments of principal and interest on the amount outstanding. In
such cases, the financial asset is required to be measured at FVTPL.

Derivatives recorded at fair value through profit or loss
A derivative is a financial instrument or other coniract with all three of the following characteristics:

= Its value changes in response to the change in a specified interest rate, financial instrument price,
commeodity price, foreign exchange rate, index of prices or rates, credit rating or credit index, or other
variable, provided that, in the case of a non-financial variable, it is not specific to a party to the
contract {i.e., the 'underiying’).

= It requires no initial net investment or an initial net investment that is smaller than would be required
for other types of contracts expected to have a similar response to changes in market factors.

* |t is settled at a future date,

The Group enters into derivative transactions with various counterpariies. These include forward,
futures and swaps forex derivatives.

The Bank has applied the revised accounting guidelines issued by the Financial Reporting Council of
Nigeria {par.12) and had disclosed as part of contingent liabilities/assets the sales and purchases of
forward, futures and swaps forex derivatives in pursuance of monetary policy implementation, price
stability and or management of the Naira exchange rate. The forwards and swaps are not market to
market. Forward purchases and sales are recognized off-balance sheet and not recognised in the
financial statements between the trade date and settlement date. Thus, the gains or losses on
derivatives are recognised in the income statement at seitlement date.

Derivatives recognised in other foreign securities are measured at fair value through profit or loss.
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Significant accounting policies - continued
Financlal instruments - initlal recognition - continued

Financial assets or financial liabilities held for trading

The Group classifies financial assets or financial liabilities as held for trading when they have been
purchased or issued primarily for shorl-term profit making through trading activities or form part of a
portfolio of financial instruments that are managed together, for which there is evidence of a recent
pattern of short-term profit taking. Held-for-trading assets and liabilities are recorded and measured in
the staternent of financial position at fair value. Net fair value gains or losses on financial instruments
are recognised in other operating income. Interest and dividend income or expense is recorded in
other operating income according to the terms of the contract, or when the right to payment has been
established.

Included in this classification are debt securities that have been acquired principally for the purpose of
selling or repurchasing in the near term. The externally managed investment falls within this category
as it has been classified as held for trading. However, this is presented as part of external reserves in
the statement of financial position.

Debt instruments at FVOCI

The Group applies the new category under IFRS 9 of debt instruments measured at FVOCI when
both of the following conditions are met:

*The instrument is held within a business model, the objective of which is achieved by both coliecting
contractual cash flows and selling financial assets

*The contractual terms of the financial asset meet the SPPI test.

FVOCI debt instruments are subsequently measured at fair value with gains and losses arising due to
changes in fair value recognised in OCI.

Interest income and foreign exchange gains and losses are recognised in profit or loss in the same
manner as for financial assets measured at amorlised cost as explained in Note 2.8.5.1. The ECL
calculation for Debt instruments at FVOCI is explained in Note 2.13. Where the Group holds more
than one investment in the same security, they are deemed to be disposed of on a first—in first-out
basis. On derecognition, cumulative gains or losses previously recognised in OCI are reclassified
from OCI to profit or loss.

Equity instruments at FVOCI

Upon initial recognition, the Group occasionally elects o classify irevocably some of its equity
investments as equily instruments at FVOCI and are not held for trading. Such classification is
determined on an instrument-by- instrument basis.

Gains and losses on these equity instruments are never recycled to profit. Dividends are recognised
in profit or loss as other operating income when the right of the payment has been established, except
when the Group benefils from such proceeds as a recovery of part of the cost of the instrument, in
which case, such gains are recorded in OCI Equity instruments at FVOCI| are not subject to an
impairment assessment

2.8.10 Debt issued and other borrowed funds

After initial measurement, debl issued and other borrowed funds are subsequently measured at
amortised cost. Amortised cost is calculated by taking into account any discount or premium on issue
funds, and costs that are an integral part of the EIR.
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2  Significant accounting policies - continued
2.8 Financial instruments - jnitlal recognition - continued

2.8.11 Financial guarantees, and undrawn loan commitments
The Group issues financial guarantees and loan commitments.

Financial guarantees are initially recognised in the financial statements (within Provisions) at fair
value, being the premium received. Subsequent to initial recognition, the Group's liability under each
guarantee is measured at the higher of the amount initially recognised less cumulative amortisation
recognised in the income statement, and an ECL provision is recognised as set out in Note 32¢.
Undrawn loan commitmenls are commitments under which, over the duration of the commitment, the
Group is required to provide a loan with pre-specified terms to the customer. Similar to financial
guarantee contracts, these contracts are in the scope of the ECL requirements.

The nominal contractual value of financial guarantees and undrawn loan commitments, where the
loan agreed to be provided is on market terms, are not recorded on in the statement of financial
position. The nominal values of these instrumenis together with the corresponding ECLs are
disclosed in Note 32c.

2,8.12 Financial assets and financial llabilities at fair value through profit or loss
Financial assets and financial liabilities in this category are those that are not held for trading and
have been either designated by management upon initial recognition or are mandatorily required to be
measured al fair value under IFRS 9. Management only designates an instrument at FTVPL upon
initial recognition when cne of the following criteria are met.

Such designation is determined on an instrument-by-instrument basis:

- The designation eliminates, or significantly reduces, the inconsistent treatment that would otherwise
arise from measuring the assets or liabilities or recognising gains or losses on them on a different
basis or;

- The liabilities are part of a group of financial liabilities, which are managed and their performance
evaluated on a fair value basis, in accordance with a documented risk management or investment
strategy or;

- The liabilities contain one or more embedded derivatives, unless they do nat significantly modify the
cash flows that would otherwise be required by the contract, or it is clear with little or no analysis when
a similar instrument is first considered that separation of the embedded derivative(s} is prohibited,

Financizl assets and financial liabilities at FVTPL are recorded in the stalement of financial position at
fair value. Changes in fair value are recorded in profit and loss with the exception of movements in
fair value of liabilities designated at FYTPL due to changes in the Group's own credit risk. Inferest
earned or incurred on instruments designated at FVTPL is accrued in interest income or interest
expense, respeclively, using the EIR, taking into account any discount/ premium being an integral part
of instrument. Interest earned on assets mandatorily required to be measured at FVTPL is recorded
using the contractual interest rale, as explained in Note 2.5.b. Dividend income from equity
instruments measured at FVTPL is recorded in profit or loss as other operating income when the right
to the payment has been established.
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Significant accounting policies - continued

Reclassification of financial assets and liabilities
The Group does not reclassify its financial assets after their initial recognition except where there is a
change in the Group's business model, apart from the exceptional circumstances in which the Group
acquires, disposes of, or terminates a business line.

Financial liabilities are never reclassified. The Group did not reclassify any of its financial assets or
liabilities in 2020 (2019: Nil).

210 Derecognition of financial assets and liabilities

2,10,1 Derecognition due to substantial modification of terms and conditions

The Group derecognises a financial asset, such as a lpan to a customer, when the terms and
conditions have been renegotiated to the extent that, substantially, it becomes a new loan, with the
difference recognised as a derecognition gain or loss, o the extent that an impairment loss has not
already been recorded. The newly recognised loans are classified as Stage 1 for ECL measurement
purposes, unless the new loan is deemed to be Purchased or Originated Credit Impaired (POCI).
When assessing whether or not {o derecognise a loan to a customer, amongst others, the Group
considers the following factors:

« Change in currency of the loan

* Introduction of an equity feature

» Change in counterparty

= If the modification is such that the instrument would no longer meet the SPPI criterion

If the modification does not result in cash flows that are substantially different, the modification does
not result in derecognition. Based on the change in cash flows discounted at the original EIR, the
Group records a modification gain or loss in profit or loss, to the extent that an impairment loss has
not already been recorded.

For both financial assets and liabilities, the Bank considers a modification substantial based on
qualitative factors and if it results in a difference between the adjusted discounted present value and
the original carrying amount of the financial liability of, or greater than, ten percent.

2,10.2 Derecognition other than for substantial modification

Financial assets

A financial assel (or, where applicable, a part of a financial asset or parl of a group of similar financial
assets) is derecognised when the rights to receive cash fiows from the financial asset have expired,
The Group also derecognises the financial asset if it has both transferred the financial asset and the
transfer qualifies for derecognition.

The Group transfers a financial asset if, and only if, either:

*The Group has transferred its contractual rights to receive cash flows from the financial asset

Or

+|t retains the rights to the cash flows, but has assumed an obligation lo pay the received cash flows
in full without material delay to a third parly under a 'pass—through’ arrangement
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2  Significant accounting policies - continued
2.10 Derecognition of financial assets and liabilities - continued

2.10.2 Derecognition other than for substantial modification - continued

Financial assets - continued

Pass-through arrangements are transactions whereby the Group retains the contractual rights to
receive the cash flows of a financial asset (the 'original asset'), but assumes a contractual obligation
to pay those cash flows to one or more entities (the 'eventual recipients'), when all of the following
three conditions are met:

*The Group has no obligation to pay amounts to the eveniual recipients unless il has collected
equivalent amounts from the original asset, excluding short-term advances with the right to full
recovery of the amount lent plus accrued interest at market rates

*The Group cannot sell or pledge the original asset other than as security to the eventual recipients
*The Group has to remit any cash flows it collects on behalf of the eventual recipients without material
delay.

In addition, the Group is not entitled to reinvest such cash flows, except for investments in cash or
cash equivalents including interest earned, during the period between the collection date and the date
of required remittance to the eventual recipients.

A transfer only qualifies for derecognition if either:

*The Group has transferred substantially all the risks and rewards of the asset

Or

*The Group has neither transferred nor retained substantially all the risks and rewards of the asset,
but has transferred control of the asset

The Group considers control to be transferred if and only if, the transferee has the practical ability to
sell the asset in its entirety to an unrefated third party and is able to exercise that ability unilaterally
and without imposing additional restrictions on the transfer.

When the Group has neither transferred nor retained substantially all the risks and rewards and has
retained control of the asset, the asset continues o be recognised only to the extent of the Group's
continuing involvement, in which case, the Group also recognises an associated liability. The
transferred asset and the associated liability are measured on a basis that reflects the rights and
obligations that the Group has retained.

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at
the lower of the original carrying amount of the asset and the maximum amount of consideration the
Group could be required to pay.

If continuing involvement takes the form of a written or purchased option {or both) on the transferred
asset, the continuing involvement is measured at the value the Group would be required o pay upon
repurchase. In the case of a written put option on an assel that is measured at fair value, the extent of
the entity's continuing involvement is limiled to the lower of the fair value of the transferred asset and
the option exercise price.

2.10.3 Financial liabilities
A financial liability is derecognised when the obligation under the liability is discharged, cancelled or
expires. Where an existing financial liability is replaced by another from the same lender on
substantially different terms, or the terms of an existing liability are substantially modified, such an
exchange or modification is treated as a derecognition of the original liability and the recognition of a
new liability. The difference between the carrying value of the original financial liability and the
coensideration paid is recognised in profit or loss.
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2

Significant accounting policies - continued

2.10 Derecognition of financial assets and liabilities - continued

2.10.4 Offsetting of financial instruments

211

Financial assets and financial liabilities are offset and the net amount is reported in the consolidated
statement of financial position if there is a currently enforceable legal right to offset the recognised
amounts and there is an intention to settle on a net basis, to realise the assets and settle the liabilities
simultanecusly.

Impairment of financial assets

Overview of the ECL principles

The Group records the allowance for expected credit losses for all loans and other debt financial
assets not held at FVTPL, together with loan commitment and financial guarantee contract, in this
section all referred to as 'financial instruments’. Equity instruments are not subject to impairment
under IFRS 9.

The ECL allowance is based on the credit losses expected to arise over the life of the asset (the
lifetime expected credit loss or LTECL), unless there has been no significant increase in credit risk
since origination, in which case, the allowance is based on the 12 months' expected credit loss
(1ZmECL) as outlined in Note 2.12 The Group's policies for determining if there has been a
significant increase in credit risk are set out in Note 3.2.4.

The 12mECL is the portion of LTECLs that represent the ECLs that result from default events on a
financial instrument that are possible within the 12 months after the reporting date.

Both LTECLs and 12mECLs are calculated on either an individual basis or a collective basis,
depending on the nature of the underlying portfolio of financial instiruments. The Group's policy for
grouping financial assets measured on a collective basis is explained in Note 3.2.4.6.

The Group has established a policy to perform an assessment, at the end of each reporting period, of
whether a financial instrument's credil risk has increased significantly since initial recognition, by
considering the change in the risk of defaull occurring over the remaining life of the financial
instrument

This is further explained in Note 3.2.4.5.

Based on the above process, the Group groups its loans and financial investment inlo Stage 1, Stage
2 and Stage 3, as described below:

« Stage 1: When loans or financial investment are first recognised, the Group recognises an
allowance based on 12ZmECLs. Stage 1 loans or financial investment also include facilities where the
credit risk has improved and the loans or financial investment has been reclassified from Stage 2.

+ Stage 2: When a loan or financial investment has shown a significant increase in credit risk since
origination, the Group records an allowance for the LTECLs. Stage 2 loans or financial investment
also include facilities, where the credit risk has improved and the loans or financial investment has
been reclassified from Stage 3.

+ Stage 3: Loans or financial investment considered credit-impaired {as outlined in Note 3.2.4.1).The
Group records an allowance for the LTECLs.

For financial assets for which the Group has no reasonable expectations of recovering either the
entire outstanding amount, or a proportion thereof, the gross carrying amount of the financial asset is
reduced. This is considered a (partial) derecognition of the financial asset.
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Significant accounting policies - continued

The calculation of ECLs
The Group calculates ECLs based on three probability-weighted scenarios to measure the expected
cash shortfalls, discounted at an approximation to the EIR. A cash shortfall is the difference between
the cash flows that are due 1o an entity in accordance with the contract and the cash flows that the
entity expects to receive.

The mechanics of the ECL calculations are cutlined below and the key elements are, as follows:

« 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 assessed period, if the facility has not been
previously derecognised and is still in the portfolio. The concept of PDs is further explained in Note
3.2.4.1.

= 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, and accrued interest from missed
payments. The EAD is further explained in Note 3.2.4.3.

* 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. It is usually expressed as a percentage of the EAD. The LGD is
further explained in Nofe 3.2.4.4.

When estimating the ECLs, the Group considers three scenarios (a base case, an upturn and
downturn). Each of these is associated with differert PDs, EADs and LGDs, as set out in Note
3.2.4.7. When relevant, the assessment of multiple scenarios also incorporates how defaulted loans
or financial investment are expected to be recovered, including the probability that the loans or
financial investment will cure and the amount that might be received from selling the asset

The maximum period for which the credit losses are determined is the contractual life of a financial
instrument unless the Bank has the legal right to call it earlier.

Impairment losses and releases are accounted for and disclosed separalely from modification losses
or gains that are accounted for as an adjustment of the financial asset's gross carrying value.

Provisions for ECLs for undrawn loan commitments are assessed as set out in Note 32c.

The mechanics of the ECL method are summarized below:

« Stage 1: The 12mECL is calculated as the portion of LTECLs that represent the ECLs that result
from default events on a financial instrument that are possible within the 12 months after the reporting
date. The Group calculates the 12mECL allowance based on the expectation of a default occurring in
the 12 monihs following the reporting date. These expected 12-month defauli probabilities are
applied to a forecast EAD and multiplied by the expected LGD and discounted by the original EIR.
This calculation is made for each of the three scenarios, as explained above.

= Stage 2: When a loan has shown a significant increase in credit risk since origination, the Group
records an allowance for the LTECLs. The mechanics are similar to those explained above, including
the use of multiple scenarios, but PDs and LGDs are estimated over the lifetime of the instrument.
The expected cash shortfalls are discounted by the original EIR.

« Stage 3; For loans considered credit-impaired (as defined in Note 3.2.4.1), the Group recognises the
lifetime expected credit losses for these financial instruments. The method is similar to that for Stage
2 assets, with the PD set at 100%.
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Significant accounting policies - continued
The calculation of ECLs - continued

Loan commitments: When estimating LTECLs for undrawn loan commilments, the Group estimates
the expected portion of the loan commitment that will be drawn down over its expected life. The ECL
is then based on the present value of the expected shorifalls in cash flows if the loan is drawn down,
based on a probability-weighting of the four scenarios. The expecled cash shortfalls are discounted at
an approximation to the expected EIR on the loan. The ECL for loan commitments is recognised
within other liabilities.

Financial guarantee contracts: The Group's liability under each guarantee is measured at the higher
of the amount initially recognised less cumulative amortisation recognised in the income statement,
and the ECL provision. For this purpose, the Group estimates ECLs based on the present value of the
expected payments to reimburse the holder for a credit loss that it incurs. The shorifalls are
discounted by the risk-adjusted interest rate relevant o the exposure. The calculation is made using a
probability-weighting of the four scenarios. The ECLs related to financial guarantee contracts are
recognised within other liabilities.

Debt instruments measured at fair value through OCt

The ECLs for debt instruments measured at FVOCI do not reduce the carrying amount of these
financial assets in the statement of financial position, which remains at fair value. instead, an amount
equal to the allowance that would arise if the assets were measured at amorised cost is recognised
in OCl as an accumulated impairment amount, with a corresponding charge to profit or lpss. The
accumulated loss recognised in OCI is recycled to the profit and loss upon derecognition of the
assets.

Forward looking information

In its ECL models, the Group relies on a broad range of forward looking information as economic
inputs, such as:

« GDP growth

* Unemployment rates

* Inflation rates

« Crude oil prices

The inputs and models used for calculating ECLs may not always capture all characteristics of the
market at the date of the financial statements. To reflect this, qualitative adjustments or overlays are
occasionally made as temporary adjustments when such differences are significanily material.
Detailed information about these inputs and sensitivity analysis are provided in Note 3.2.4.7.

Collateral valuation

To mitigate its credit risks on financial assets, the Group seeks to use collateral, where possible. The
collateral comes in various forms, such as cash, securities, letters of credit/guarantees, receivables,
inveniories, other non-financial assets and credit enhancements such as netting agreements. The
Group’s accounting policy for collateral assigned to it through its lending arrangements under IFRS 8
is unless repossessed, collateral is not recorded on the Group's statement of financial position.
However, the fair value of collateral affects the calculation of ECLs. It is generally assessed, at a
minimum, at inception and re-assessed on a quarlerly basis. However, some collateral, for example,
cash or securities relating to margining requirements, is valued daily. Details of the impact of the
Group's various credit enhancements are disclosed in Note 3.2.4.8.

To the extent possible, the Group uses aclive market data for valuing financial assets held as
collateral. Other financial assets which do not have readily determinable market values are valued
using models. Non-financial collateral, such as real estate, is valued based on data provided by third
parties such as mortgage brokers, or based on housing price indices.
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Significant accounting policies - continued

Write-offs

Financial assets are written off either partially or in their entirety only when the Bank has no
reasonable expectation of recovering a financial asset in its entirety or a portion thereof. If the amount
1o be written off is greater than the accumulated loss allowance, the difference is first treated as an
addition to the allowance that is then applied against the gross carrying amount. Any subsequent
recoveries are credited to credit loss expense.

Forborne and modified loans

The Group sometimes makes concessions or modifications to the original terms of loans as a
response to the borrower’s financial difficulties, rather than taking possession or to otherwise enforce
collection of collateral. The Group considers a loan forborne when such concessions or modifications
are provided as a result of the borrower's present or expected financial difficulties and the Bank would
not have agreed to them if the borrower had been financially healthy. Indicators of financial difficulties
include defaulls on covenants, or significant concerns raised by the Credit Risk Department.
Forbearance may involve extending the payment arrangements and the agreement of new loan
conditions. Once the terms have been renegotiated without this resulting in the derecognition of the
loan, any impairment is measured using the original EIR as calculated before the modification of
lerms.

It is the Group's policy to monitor forborne loans to help ensure that future payments continue to be
likely to occur. Derecognition decisions and classification between Stage 2 and Stage 3 are
determined on & case-by-case basis. If these procedures identify a loss in relation to a loan, it is
disclosed and managed as an impaired Stage 3 forborne asset until it is collected or written off.

When the loan has been renegotiated or modified but not derecognised, the Group also reassesses
whether there has been a significant increase in credit risk, as set out in Note 3.2.4.5.The Group also
considers whether the assets should be classified as Stage 3. Once an asset has been classified as
forborne, it will remain forborne for a minimum ninety days probation period. In order for the loan to be
reclassified out of the forborne category, the customer has to meet all of the following criteria:

« All of its facilities has to be considered performing

= Regular payments of more than an insignificant amount of principal or interest have been made
during at least half of the probation period

* The customer does not have any contract thatis more than 30 days past due

If modifications are substantial, the loan is derecognised and a new loan is recognised, as explained
in Note 2.10.1.

Cash and cash equivalents

Cash and cash equivalents as referred to in the statement of cash flows comprise, deposit held at call
with banks, other short term highly liquid investment, bank overdraft, cash portion of investments in
foreign securities, bank balances with foreign banks, sundry currencies and travellers’ cheques and
time deposits which are readily convertible into cash with a maturity of three months or less.

Leases

The Group assesses at contract inception whether a contract is, or contains, a lease. That is, if the
contract conveys the right to control the use of an identified asset for a period of time in exchange for
consideration,
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Significant accounting policies - continued
Leases - continued

Group as a lessee

At commencement or on modification of a contract that contains a lease component, the Group
aliocates consideration in the contract to each lease component on the basis of its relative standalone
price. However, for leases of branches and office premises the Group has elected not to separate
non-lease componenis and accounts for the lease and non-lease componenis as a single lease
companent.

The Group recognises a right-of-use asset and a lease liability at the lease commencement date. The
right-of-use asset is initially measured at cost, which comprises the initial amount of the lease liability
adjusted for any lease payments made at or before the commencement date, plus any initial direct
costs incurred and an estimate of cosis to dismantle and remove any improvements made to
branches or office premises.

The right-of-use asset is subsequently depreciated using the straight-line method from the
commencement date to the shorter of estimated useful life and end of the lease term. n addition, the
right-of-use asset is periodically reduced by impairment losses, if any, and adjusted for certain
remeasurements of the lease liability.

The lease liability is initially measured at the present value of the lease paymenis to be made over the
lease term or remaining lease payments at the commencement date. discounted using the interest
rate implicit in the lease or, if that rate cannot be readily determined, the Group's incremental
borrowing rate. Generally, the Group uses its incremental borrowing rate as the discount rate.

The Group determines its incremental borrowing rate by analysing ils borrowings from various
external sources and makes certain adjustments to reflect the terms of the lease, credit risk of the
lessee and type of asset leased.

Lease payments included in the measurement of the lease liability comprise the following:
= fixed payments, including in-substance fixed payments;

= variable lease payments that depend on an index or a rate, initially measured using the index or rate
as at the commencement date;

» amounts expected to be payable under a residual value guarantee; and

= the exercise price under a purchase option that the Group is reasonably certain to exercise, lease
payments in an optional renewal period if the Group is reasonably certain to exercise an extension
option, and penalties for early termination of a lease unless the Group is reasonably certain not to
terminate early.

The lease liability is measured at amorlised cost using the effective interest method. It is remeasured
when there is a change in future lease payments arising from a change in an index or rate, if there is
a change in the Group's estimate of the amount expected to be payable under a residual value
guarantee, if the Group changes its assessment of whether it will exercise a purchase, extension or
termination option or if there is a revised in-substance fixed lease payment.

When the lease liability is remeasured in this way, a corresponding adjustment is made to the
carrying amount of the right-of-use asset, or is recorded in profit or loss if the carrying amount of the
right-of-use asset has been reduced to zero.

The Group presents right-of-use assets in '‘property and equipment and right-of-use' and lease
liabilities in ‘other liabilities’ in the statement of financia! position.
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Significant accounting policies - continued
Leases - continued

Short-term leases and leases of low-value

The Group has elected not to recognise right-of-use assets and lease liabilities for leases of low-value
assets and short-term leases, including leases of IT equipment. The Group recognises the lease
payments associaled with these lsases as an expense on a straight-line basis over the lease term.

Group as a lessor

At inception or on modification of a contract that contains a lease component, the Group allocates the
consideration in the contract to each lease component on the basis of their relative stand-alone
selling prices.

When the Group acts as a lessor, it delermines at lease inception whether the lease is a finance
lease or an operating lease.

To classify each lease, the Group makes an overall assessment of whether the lease transfers
substantially all of the risks and rewards incidental to ownership of the underlying asset. If this is the
case, then the lease is a finance lease; if not, then it is an operating lease. As part of this assessment,
the Group considers certain indicators such as whether the lease is for the major part of the economic
life of the asset

The Group applies the derecognition and impairment requirements in IFRS 9 to the net investment in
the lease. The Group further regularly reviews estimated unguaranteed residual values used in
calculating the gross invesiment in the lease.

Property, equipment and right-of-use assets

Plant and equipment, furnitures and fittings, computer equipment, laboratory equipment, and motor
vehicles are stated at cost, net of accumulated depreciation and accumulated impairment losses, if
any. Changes in the expected useful life are accounted for by changing the depreciation period or
methodology, as appropriate, and treated as changes in accounting estimates.

Land and buildings are measured at fair value less accumulated depreciation and impairment losses
recognised on the date of revaluation. Valuations are performed every two years with sufficient
frequency to ensure that the carrying amount of a revalued asset does not differ materially from its fair
value,

A revaluation surplus is recorded in OC| and credited to the asset revaluation surplus in equity.
However, 1o the extent that it reverses a revaluation deficit of the same asset previously recognised in
profit or loss, the increase is recognised in profit or loss. A revaluation deficit is recognised in the
statement of profit or loss, except to the exient that it offsets an existing surplus on the same asset
recognised in the revaluation reserve. Accumulated depreciation as at the revaluation date is
eliminated against the gross carrying amount of the asset and the net amount is restated to the
revalued amount of the asset. Upon disposal, any revaluation surplus relating to the particular asset
being sold is transferred to retained eamings.

Right-of-use assets are presented together with property and equipment in the statement of financial
position ~ refer to the accounting policy in Note 2.19. Right-of-use assets are depreciated on a
straight-line basis over the lease term.

Subsequent expenditure is capitalised only if it is probable that the future economic benefits
associated with the expenditure will flow fo the Group. Ongoing repairs and maintenance are
expensed as incurred.
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Significant accounting policies - continued
Property, equipment and right-of-use assets - continued

Depreciation

Depreciation is calculated to write off the cost of items of property and equipment less their estimated
residual values using the straight-line method over their estimated useful lives, and is generally
recognised in profit or loss. Land is not depreciated.

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

Asset category Useful life {(years)
Land and buildings:

- Central air conditioners 25

- Lifts 25

- Buildings 50

Motor vehicles:

- Buses 8

-Cars 5

- Lorries 10

Plant and equipment:

- Air conditioners, generators and water pumps
- Currency processing machines

Plant and machinery

Furnitures and fittings

Computer equipment

Laboratory equipment

Right-of-use assets

- Buildings 2-5
- Other premises 2-10

o~ o~

The Group commences depreciation when the asset is availzble for use. Land is not depreciated.
Capital work-in-progress is not depreciated as these assets are not yel available for use. They are
disclosed when reclassified during the year.

An item of property and equipment and any significant part initially recognised is derecognised upon
disposal or when no future economic benefits are expected from its use. Any gain or loss arising on
derecognition of the asset (calculated as the difference between the net disposal proceeds and the
carrying amount of the asset) is included in income statement when the asset is derecognised.

The residual values, useful lives and methods of depreciation of property, plant and equipment are
reviewed at each financial year end and adjusted prospectively, if appropriate.

Intangible assets

Intangible assets acquired separalely are measured on initial recegniticn at cost. Following initial
recognition, intangible assets are carried at cost less any accumulated amortisation and accumulated
impairment losses, if any. Internally generated intangibles, excluding capitalised development costs,
are not capitalised and the related expenditure is reflected in income statement in the period in which
the expenditure is incurred.
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Significant accounting policies - continued
Intangible assets - continued

The useful lives of intangible assets are assessed as finite.

Intangible assets with finite lives are amortised over the useful economic life and assessed for
impairment whenever there is an indication that the intangible asset may be impaired. The
amortisation period and the amortisation method for an intangible asset with a finite useful life are
reviewed at least at the end of each reporting period. Changes in the expected useful life or the
expected pattern of consumption of fulure economic benefits embodied in the asset are considered to
modify the amorisation period or method, as appropriate, and are treated as changes in accounting
estimates. The amortisation expense on intangible assets with finite lives is recognised in income
statement in amortisation of intangible assets.

Gains or losses arising from de-recognition of an intangible asset are measured as the difference
belween the net disposal proceeds and the carrying amount of the asset and are recognised in
income statement when the asset is derecognised.

Following initial recegnition of the development expenditure as an asset, the asset is carried at cost
less any accumulated amortisation and accumulated impairment losses. Amortisation of the asset
begins when development is complete and the asset is available for use. It is amortised over the
period of expected future benefit. Amortisation is recorded in income statement. During the period of
development, the asset is tested for impairment annually.

The annual amortisation rate generally in use for the current and comparalive year is as follows:
« Computer software 25-33%

Research and development costs

Research costs are expensed as incurred. Development expenditures on an individual project are
recognised as an intangible asset when the Group can demonstrate:

« The technical feasibility of completing the intangible asset so that the asset will be available for use
or sale

* |ts intention to complete and its ability to use or sell the asset

* How the asset will generate future economic benefits

* The availability of resources to complete the asset

* The ability to measure reliably the expenditure during development

* The ability to use the intangible asset generated

Impairment of non-financlal assets

The Group assesses, at each reporting date, whether there is an indication that an asset may be
impaired. If any indication exists, or when annual impairment testing for an asset is required, the
Group estimates the asset's recoverable amount. An asset's recoverable amount is the higher of an
asset's or cash-generating unit's {CGU) fair value less costs of disposal and its value in use.
Recoverable amount is determined for an individual asset, unless the asset does not generate cash
inflows that are largely independent of those from other assets or groups of assets. When the
carrying amount of an asset or CGU exceeds its recoverable amount, the asset is considered
impaired and is written down to its recoverable amount.
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Significant accounting policies - continued

Impairment of non-financial assets - continued

In assessing value in use, the estimated future cash flows are discounied 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, In determining fair value less costs of disposal, recent market transactions
are taken into account. If no such transactions can be identified, an appropriate vaiuation model is
used. These calculations are corroborated by valuation multiples, quoted share prices for publicly
traded companies or other available fair value indicators.

The Group bases its impairment calculation on detailed budgets and forecast calculations, which are
prepared separately for each of the Group's CGUs to which the individual assets are allocated. These
budgets and forecast caiculations generally cover a period of five years. For longer periods, a long-
term growth raie is calculated and applied to project future cash flows afier the fifth year.

For assels excluding goodwill, an assessment is made at each reporting date to determine whether
there is an indication that previously recognised impairment losses no longer exist or have decreased.
If such indication exists, the Group estimates the asset's or CGU's recoverable amount. A previously
recognised impairment loss is reversed only if there has been a change in the assumptions used to
determine the asset's recoverable amount since the last impairment loss was recognised. The
reversal is limited so that the carrying amount of the asset does not exceed its recoverable amount,
nor exceed the carrying amount that would have been determined, net of depreciation, had no
impairment loss been recognised for the asset in prior years. Such reversal is recognised in the
income statement. Unless the asset is carried at a revalued amount in which case the reversal is
treated as a revaluation increase.

External reserves
The Group maintains a reserve of external assets consisting of Gold, Convertible currencies, Other
foreign securities and International Monetary Fund {IMF) reserve tranche.

Gold

Gold reserves include monetary gold in the Statement of financial position at the prevailing closing
spot market price as at reporting date. Changes in the fair value of gold reserves arising from price
changes as well as related foreign exchange gains and losses are recognized in profit or loss.

Convertible currencies
These are time deposits and balances with foreign banks and other foreign securities where the
currency is freely convertible and in such currency, notes, coins and money at call.

Other foreign securities
These are securities of any country outside Nigeria whose currency is freely convertible and the
securities shall mature in a period not exceeding five years from the date of acquisition.

These securilies are futher analysed into internally managed fund and externally managed fund.
Internally managed fund is classified as amorlised cost due to the intention and ability of the Group to
hold them to maturity while the externally managed fund is classified as fair value through profit or
loss. The externally managed fund also includes derivative instruments. (Refer to policy on financial
instruments in Note 2.8 on how it is being measured).

All external reserve balances at year end are converted into Naira in accordance with the policy in
Note 2.7.
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Significant accounting policies - continued

Fair value measurement

The Group measures financial instruments, such as investment in financial instruments classified as
FVOCI and invesiments in financial instruments classified as FVTPL at each reporting date. Fair
value related disclosures for financial instruments and non-financial instruments that are measured at
fair value or where fair values are disclosed are, summarised in the following notes:

+ Disclosures for valuation methods, significant estimates and assumptions  Notes 3.5 and 2.35

+ Quantitative disclosures of fair value measurement hierarchy Note 3.5
* Property, plant and equipment under revaluation model Note 24
« Financial instruments (including those carried at amortised cost) Note 3.5

Fair value is the price that would be received 1o sell an asset or paid to transfer a liability in an erderly
transaction between market participants at the measurement date. The fair value measurement is
based on the presumption that the transaction to sell the asset or transfer the liability takes place
either:

» In the principal market for the asset or liability, or

* In the absence of a principal market, in the most advantageous market for the asset or liability

The principal or the most advantageous market must be accessible to the Group.,

The fair value of an asset or a liability is measured using the assumptions that market participants
would use when pricing the asset or liability, assuming that market participants act in their economic
best interest

The Group uses valuation techniques that are appropriate in the circumstances and for which
sufficient data are available to measure fair value, maximising the use of relevant observable inputs
and minimising the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are
categorised within the fair value hierarchy, described as follows, based on the lowest level input that is
significant to the fair value measurement as a whole:

+ Level 1 — Quoted (unadjusted) market prices in active markets for identical assets or liabilities.

* Level 2 — Valuation techniques for which the lowest level input that is significant to the fair value
measurement is directly or indirectly observable.

» Level 3 — Valuation techniques for which the lowest level input that is significant to the fair value
measurement is unobservable.

For assets and liabilities that are recognised in the financial statements on a recurring basis, the
Group determines whether transfers have occurred between Levels in the hierarchy by re-assessing
categorisation (based on the lowest level input that is significant to the fair value measurement as a
whole) at the end of each reporting period.

For the purpose of fair value disclosures, the Group has delermined classes of assets and liabilities
on the basis of the nature, characteristics and risks of the asset or liability and the level of the fair
value hierarchy as explained above,

Other assets

Other assets are generally defined as claims held against other entities for the future receipt of money
and payment for services fo be enjoyed in future. The other assets in the consolidated and separate
financial statements include the following:

Prepayments

Prepayments are payments made in advance for services to be enjoyed in future. The amount is
initially capitalized in the reporting period in which the payment is made and subsequently amortised
over the period in which the service is to be enjoyed.
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2

2.25
(b)

2,26
fa)

(bj

(c)

{d)

Significant accounting policies - continued

Other assets - continued

Other receivables
Other receivables are recognised upon the occurrence of event or transaction as they arise, and
derecognised when payment is received. It is subject to ECL impairment assessment.

Employee benefits

Defined contribution pension plan

The group operates a defined contribution pension plan in accordance with the Pension Reform Act.
Under the plan, the employee contributes 7.5% of basic salary, housing and transport allowances and
CBN contributes 15% on the same basis. Pension remittances are made to various PFAs on behalf of
the Bank's staff on a monthly basis. CBN has no further payment obligations once the contributions
have been paid. Confribution payable is recorded as an expense under 'personnel expenses’. Unpaid
contributions are recorded as a liability.

Defined benefit schemes

The Group also operates defined benefit plans which include pension scheme (for pensioners who
resigned before 30 June 2011 and those who had not reached pensionable age), gratuity scheme and
post-retirement medical benefits. The defined benefit pension scheme is funded which requires
contributions to be made to a separately administered fund.

The Group provides post-retirement healthcare benefits 1o their retirees. The entitlement o these
benefits is usually conditional on the employee remaining in service up to retirement age and the
completion of a2 minimum service period. The liability recognised in the statement of financial position
in respect of the defined benefit scheme is the present value of the defined benefit obligation at the
end of the reporting period less the fair value of plan assets.

Re-measurements, comprising of actuarial gains and losses, the effect of the asset ceiling, excluding
net interest {not applicable to the Group) and the return on plan assets (excluding net interest), are
recognised immediately in the statement of financial position with a corresponding debit or credit to
refained earnings through Other comprehensive income in the period in which they occur. Re-
measurements are not reclassified to income statement in subsequent periods.

Past service costs are recognised in income statement on the earlier of:

* The date of the plan amendment or curtailment, and

= The date that the Group recognises restructuring-related costs

Net interest is calculated by applying the discount rate to the net defined benefit liability or asset at the
beginning of the year. The Group recognises the following changes in the net defined benefit
obligation under 'personnel cost’ in income statement:

+ Service costs comprising current service costs, past-service costs, gains and losses on curtaiiments
and non-routine settlements

* Net interest expense or income

Other long term employment benefits

These are all employee benefits other than post employment benefits and termination benefits which
includes long service awards

The amount recognised as the liability is the net total at the end of the reporting period of the present
value of the defined benefit obligation and fair value of planned assets. The net total of the service
cost and net interest are recognised in the income statement. The remeasurement of the defined
benefit liability are recognised in the statement of comprehensive income.

Short-term employee benefits

Short-term employee benefits are expensed as the related service is provided. A liability is recognised
for the amount expected o be paid 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.
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2.27
(a)

(b}

2.28

(a)

(b}

(c)

{d)

2.29

Significant accounting policies - continued

Provisions

General

Provisions are recognised when the Group has a present obligation {legal or constructive) as a result
of a past event, it is probable that an outflow of resources embodying economic benefits will be
required to setile the obligation and a reliable estimate can be made of the amount of the obligation.
When the Group expects some or all of a provision to be reimbursed, for example, under an
insurance contract, the reimbursement is recognised as a separate asset, but only when the
reimbursement is virtually certain. The expense relating to a provision is presented in income
statement net of any reimbursement.

If the effect of the time value of money is material, provisions are discounted using a current pre-tax
rate that reflects, when appropriate, the risks specific to the liability. When discounting is used, the
increase in the provision due to the passage of time is recognised as other cperating expenses.

Leave pay accrual

Leave pay accrual at the reporting date represents the present obligation to employees as a resulf of
employees' services provided up to the reporting date. The accrual is measured as the amount that is
expected to be paid as a result of the leave entitiement that has accumulated at the reporting date.

International Monetary Fund (IMF) Related Transactions

The Bank, on behalf of the Federal Government of Nigeria, manages assets and liabilities in respect
of Special Drawing Rights {(SDRs) with the International Monetary Fund {IMF). Exchange gains and
losses arising from translation of SDRs at period ends are treated in accerdance with note 2.7 above.

The Bank presents the holdings and allocations of the IMF SDR as an asset and liability respectively
on the statement of financial position. These have been accounted for as financial instruments in
accordance with IFRS 9. The holdings of the IMF SDR are classified as financial asset measured at
amortised cost while the allocations of SDR are classified as financial fiabilities at amortised cost.
Holdings of Special Drawing Rights (SDRs)

The value of holdings from the IMF changes on the basis of foreign exchange transactions between
the member countries. In addition, its value is affected by interests earned and paid as well as
remuneration on the Bank claims in the IMF. SDR are presented at their nominal value plus interest
accruing on SDR holdings and remuneration receivable, minus assessment fees and charges.
Allocations of Special Drawing Rights (SDRs)

The allocation of SDRs takes the form of a counter account to IMF claims which are recorded based
on their nominal value and presented in the statement of financial position as a liability.

IMF related liabilities

IMF related liabilities represent other payables owed by the Bank to the General Resources Account
of IMF. These are recognised initially at fair value and subsequently measured at amortised cost
using the effective interest method.

Quota in IMF

The quota in International Monetary Fund (IMF) is the reserve tranche held with the IMF by member
states. The quota is treated as non-interest bearing instrument with no stated maturity. These are
recognised initially at fair value and subsequently measured at amortised cost.

Bank notes and coins in circulation

Notes and coins issued are measured at cost as this liability does not have a fixed maturily date. The
Bank notes and coins in circulation represent the nominal value of all bank notes held by the public
and banks, including recalled, still exchangeable bank notes from previous series.
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2
2.30

2.3

2.32

2.33

Significant accounting policies - continued

Currency issue expense
Currency issue expenses relates to expenses incurred in relation to the printing, processing,
distribution and disposal of currency notes. This is recognised at cost when incurred.

Statutory transfer to the Federal Government of Nigeria

In accordance with Section 22(1) and (2) of the Fiscal Responsibility Act (FRA) 2007, the Group
makes an annual statutory transfer representing eighty percent of the operating surplus of the Bank
for the year to the Federal Government of Nigeria not later than one (1) month following the deadline
for the publication of the financial statements of the Group. The operating surplus of the Bank is the
remaining sum from its income and other receipts after meeting all expenditures as approved by the
Board of Directors. The transfer is presented in the statement of changes in equity of the Bank.

Government grants

Government grants are recognised where there is reasonable assurance that the grant will be
received and all attached conditions will be complied with. When the grant relates io an expense item,
it is recognised as income on a systematic basis over the periods that the related costs, for which it is
infended to compensate, are expensed. When the grani relates to an asset, it is recognised as
income in equal amounts over the expected useful life of the related asset.

When the Group receives grants of non-monetary assets, the asset and the grant are recorded at
nominal amounts and released to income statement over the expected useful life in a pattern of
consumption of the benefit of the underlying asset by equal annual instalments.

Central Bank of Nigeria Instruments
CBN instruments comprise Open Market Operation Bills and Promissory notes,

Open Market Operations Bills represent short term debt instruments of the Group issued to
commercial banks as a liguidity management tool. They are recognised at amortised cost.

CBN Promissory Notes represent short to medium term debt instruments issued by the Group to
commercial banks assuming net liabilities under the Purchase and Assumption distress resolution
programme for banks which could not meet the minimum capital requirement for licensed banks.
Promissory Notes are recognised at the amortised cost

Interests expense on these instruments are recognised in the statements of profit or loss using the
effective interest rate method.
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2.34 Standards issued but not yet effective
The new and amended standards and interpretations that are issued, butl not yet effeclive, up to the
date of issuance of the Bank's financial statements are disclosed below. The Bank intends to adopt
these standards, if applicable, when they become effective.

(a) IFRS 17 Insurance Contracts

In May 2017, the IASB issued IFRS 17 Insurance Contracts (IFRS 17), a comprehensive new
accounting standard for insurance contracts, covering recognition and measurement, presentation and
disclosure. Once effective, IFRS 17 will replace IFRS 4 Insurance Contracts (IFRS 4). IFRS 17 applies
to all types of insurance contracts {i.e., life, non-life, direct insurance and re-insurance), regardless of
the type of entities that issue them, as well as to certain guarantees and financial instruments with
discretionary participation features. IFRS 17 is effective for reporting periods beginning on or after 1
January 2023, with comparative figures required. This standard is not applicable to the Group.

{b) IFRS 9 Financial Instruments - Fees in the *10 per cent’ test for derecognition of financial
As part of its 2018-2020 Annual Improvements to IFRS standards process, the IASB issued an
amendment to IFRS 9. 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. An entity
applies the amendment to financial liabilities that are modified or exchanged on or afier the beginning of
the annual reporting period in which the entity first applies the amendment.
The amendment is effective for annual reporting periods beginning on or after 1 January 2022 with
earlier adoption permitted.
The Group wili apply the amendments to financial liabilities that are modified or exchanged on or after
the beginning of the annual period in which it will first 2pply the amendment and does not expect this will
result in a material impact on its financial statements.

{c} Amendments to IAS 1: Classification of Liabilities as Current or Non-current
In January 2020, the IASB issued amendments to paragraphs 69 to 76 of IAS 1 to specify the
requirements for classifying liabilities as current or non-current. The amendments clarify.
» What is meant by a right to defer settlement?
» That a right to defer must exist at the end of the reporting period.
» That classification is unaffected by the likelihood that an entity will exercise its deferral right.
* 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 amendments are effective for annual reporting periods beginning on or after 1 January 2023 and
must be applied retrospectively. The Group is cumently assessing the impact the amendments might
have on current practice and whether existing loan agreements may require renegotiation.

(d) Reference to the Conceptual Framework - Amendments to IFRS 3
In May 2020, the IASB issued Amendments to IFRS 3 Business Combinations - Reference to the
Conceptual Framework. The amendments are intended 1o replace a reference to the Framework for the
Preparation and Presentation of Financial Statements, issued in 1989, with a reference to the
Conceptual Framework for Financial Reporting issued in March 2018 without significantly changing its
requirements.
The Board also added 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 or IFRIC 21 Levies, if incurred separately.
At the same time, the Board decided to clarify existing guidance in IFRS 3 for contingent assets that
would not be affected by replacing the reference to the Framework for the Preparation and Presentation
of Financial Statements.
The amendments are effective for annual reporting periods beginning on or after 1 January 2022 and
apply prospectively.
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2.34 Standards issued but not yet effective - continued

{e) Property, Plant and Equipment: Proceeds before Intended Use — Amendments to IAS 16
In May 2020, the IASB issued Property, Plant and Equipment — Proceeds before Intended Use, which
prohibits entities deducting from the cost of an item of property, plant and equipment, any proceeds
from selling items produced while bringing that asset to the location and condition necessary for it to be
capable of operating in the manner intended by management. Instead, an entity recognises the
proceeds from selling such items, and the costs of producing those items, in profit or loss.

The amendment is effective for annual reporting periods beginning on or after 1 January 2022 and must
be applied retrospectively to items of property, plant and equipment made available for use on or after
the beginning of the earliest period presented when the entity first applies the amendment. The
amendmenis are not expected to have a material impact on the Group.

(f) Onerous Contracts - Costs of Fulfilling a Contract - Amendments to [AS 37
In May 2020, the IASB issued amendments to IAS 37 to specify which costs an entity needs to include
when assessing whether a contract is onerous or loss-making. The amendments apply a “directly
related cost approach”. The costs that relate directly to a contract to provide goods or services include
both incremental costs and an allocation of costs directly related to contract activities. General and
administrative cosis do not relate directly to a contract and are excluded unless they are explicitly
chargeable to the counterparty under the contract.

The amendments are effective for annual reperting periods beginning on or after 1 January 2022, The
Group will apply these amendments to contracts for which it has not yet fulfilled all its obligations at the
beginning of the annual reporting period in which it first applies the amendments.

(g} IFRS 1 First-time Adoption of International Financial Reporting Standards — Subsidiary as a first-
time
As part of its 2018-2020 annual improvements to IFRS standards process, the IASB issued an
amendment 1o [FRS 1 First-time Adoption of International Financial Reporting Standards. The
amendment permits a subsidiary that elects to apply paragraph D16(a) of IFRS 1 to measure
cumulative translation differences using the amounts reporied by the parent, based on the parent's date
of transition to IFRS. This amendment is also applied to a2n associate or joint venture that elects to apply
paragraph D16(a) of IFRS 1.

The amendment is effective for annual reporting periods beginning on or after 1 January 2022 with
earlier adoption permitted. This will not have impact on the Group.

{h) IAS 41 Agriculture — Taxation in fair value measurements
As part of its 2018-2020 annual improvements to IFRS standards process the IASB issued amendment
to IAS 41 Agriculture. The amendment removes the requirement in paragraph 22 of IAS 41 that entities
exclude cash flows for taxation when measuring the fair value of assets within the scope of IAS 41.

An entity applies the amendment prospectively to fair value measurements on or after the beginning of
the first annual reporting period beginning on or after 1 January 2022 with earlier adoption permitied.

The amendments are not expected to have an impact on the Group.

(i} Interest Rate Benchmark Reform — Phase 2 - Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and
IFRS 16
On 27 August 2020, the IASB published Interest Rate Benchmark Reform — Phase 2, Amendments to
IFRS 8, IAS 39, IFRS 7, IFRS 4 and IFRS 16. With publication of the phase two amendments, the IASB
has completed its work in response to IBOR reform.
The amendmenis provide temporary refiefs which address the financial reporting effects when an
interbank offered rate (IBOR) is replaced with an allernative nearly risk-free interest rate (RFR). The
amendments are effective for annual periods beginning on or after 1 January 2021
The amendments are not expected fo have any material impact as the Bank does not have instruments
linked to IBOR.
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2.35

2,351

Significant accounting judgments, estimates and assumptions

The preparation of the Group’s consolidated and separate financial statements requires management to
make judgements, estimates and assumptions that affect the reported amount of revenues, expenses,
assets and liabilities, and the accompanying disclosures, as well as the disclosure of contingent
liabilities. Uncertainty about these assumptions and estimates could resuit in outcomes that require a
material adjustment to the carrying amount of assets or liabilities affected in future periods. In the
process of applying the Group's accounting policies, management has made the following judgements
and assumplions concerning the future and other key sources of estimation uncertainty at the reporting
dale, that have a significant risk of causing a material adjustment to the carrying amounts of assets and
liabilities within the next financial year.

Existing circumstances and assumptions about future developments may change due to circumstiances
beyond the Group’s control and are reflected in the assumptions if and when they occur. ltemns with the
most significant effect on the amounts recognised in the consolidated and separate financizl statements
with substantial management judgement andfor estimates are collated below with respect to
judgements/estimates involved.

Other disclosures relating to the Group's exposure to risks and uncertainties includes:

« Capital management Note 4

» Financial risk management and policies Note 3

= Sensitivity analyses disclosures Note 3.4
Judgements

In the process of applying the Group's accouniing policies, management has made the following
judgements, which have the most significant effect on the amounts recognised in the financial
statements

Investment In subsidiaries and associates classification

The Group has a number of equity investments. It assessed the extent to which it has control or
significant influence over those investees. The process of determining the existence of control or
significant influence over the investees is an area that required the exercise of judgement. Some of the
inveslees were set up by specific legislation, hence required judgement to be exercised in determining
whether the Group had control or significant influence over the investee entities.

The Group determined that its investments in Nigeria Deposit Insurance Corporation (NDIC) are
ordinary investments of the Group although the Group owns §0%. The Group cannot exer control or
significant influence on the relevant aclivities as it has no power to appoint the board members. Refer
to Note 18b.

The Group's investment in AMCON of 50% is held on behalf of the Federal Govermment of Nigeria in
capacity as Banker to Federal Government of Nigeria. The Group also determined that its investments
in Nigeria Interbank Settlement System (NIBSS), FMDQ-OTC Pic, Bank of Industry (BOI), Bank of
Agriculture (BOA), National Economic Reconstruction Fund (NERFUND} and Nigeria Commodity
Exchange (NCX) are associates of the Group, although the Group owns a 3.6%, 15.4%, 5.2%, 14%.
3.6% and 59.7% respectively in the investees. The Group has significant influence over NIBSS, FMDQ-
OTC, BOI, BOA, NERFUND and NCX through its representation on the board of directors.
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2,356 Significant accounting judgments, estimates and assumptions - continued
2.35.1 Judgements - continued

Determination of the lease term for lease coniracts with renewal and termination options {(Group
as the lessee)

The Group determines the lease term as the non-cancellable term of the lease, together with any
periods covered by an option to extend the lease if it is reasonably certain to be exercised, or any
periods covered by an option to terminate the lease, if it is reasonably certain not to be exercised.

The Group has lease contracts that include extension and termination options. The Group applies
judgement in evaluating whether it is reasonably certain whether or not to exercise the option to renew
or terminate the lease. That is, it considers all relevant factors that create an economic incentive for it to
exercise either the renewal or termination.

After the commencement date, the Group reassesses the lease term if there is a significant event or
change in circumstances that is within its control that affects its ability to exercise or not to exercise the
option to renew or to terminate.

2.35.2 Estimates and assumptions
The key assumptions concerning the future and other key sources of estimation at the reporting date,
that have a significant risk of causing a material adjustment to the carrying amounts of assets and
liabilities within the next financial year, are described below. The Group based its assumptions and
estimales on parameters available when the financial statements were prepared. Existing
circumstances and assumptions about future developments, however, may change due to market
changes or circumstances beyond the control of the Group. Such changes are reflected in the
assumplions when they occur.

Fair value measurement of financial instruments

When the fair values of financial assets and financial liabilities recorded in the statement of financial
position cannot be measured based on quoted prices in active markets, their fair value is measured
using valuation techniques such as the discounted cash flow (DCF) model. The inputs to these models
are taken from observable markets where possible, but where this is not feasible, a degree of
judgement is required in establishing fair values. Judgements include considerations of inputs such as
liquidity risk, credit risk and volatility. Changes in assumptions about these factors could affect the
reported fair value of financial instruments. The financial instruments that fall under this category are
equity instrument with significant uncbservable inputs. See Note 3.5 for further disclosures.

Impairment losses on financial assets

Financial assets other than trade receivables

The measurement of impairment losses both under IFRS 9 across all categories of financial assets
requires judgement, in particular, the estimation of the amount and timing of future cash flows and
collateral values when determining impairment losses and the assessment of a significant increase in
credit risk. These estimates are driven by a number of factors, changes in which can result in different
levels of allowances.

The Group's ECL calculations are outpuls of complex models with a number of underlying assumptions
regarding the choice of variable inputs and their interdependencies. Elements of the ECL models that
are considered accounting judgements and estimates include;

* The Bank's internal credit grading model, which assigns PDs to the individual grades

= The Bank's criteria for assessing if there has been a significant increase in credit risk and so
allowances for financial assets should be measured on a LTECL basis and the qualitative assessment

» The segmentation of financial assets when their ECL is assessed on a collective basis

= Development of ECL models, including the various formulas and the choice of inputs
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2.35 Significant accounting judgments, estimates and assumptions - continued
2.35.2 Estimates and assumptions - continued

Impairment losses on financial assets - continued
Financial assets other than trade receivables - continued

+ Determination of associations between macroeconomic scenarios and, economic inputs, such as
unemployment rate, inflation rate and crude oil prices, and the effect on PDs, EADs and LGDs

+ Selection of forward-looking macroeconomic scenarios and their probability weightings, to derive the
economic inputs into the ECL models

It has been the Group's palicy to regularly review its models in the context of actual loss experience and
adjust when necessary.

Provision for expected credit losses of trade receivables

The Group uses a provision matrix to calculate ECLs for trade receivables. The provision rates are
based on days past due for groupings of various customer segments that have similar loss patterns
(i.e., by geography, product type, customer type and rating, and coverage by letters of credit and other
forms of credit insurance).

The provision matrix is initially based on the Group’s historical observed default rates. The Group will
calibrate the matrix to adjust the historical credit loss experience with forward-looking information.

For instance, if forecast economic conditions (i.e., gross domestic product) are expected to deteriorate
over the next year which can lead to an increased number of defaults, the historical default rates are
adjusted. At every reporting date, the historical observed default rates are updated and changes in the
forward-locking estimates are analysed.

The assessment of the correlation between historical observed defaull rates, forecast economic
conditions and ECLs is a significant estimate. The amount of ECLs is sensitive to changes in
circumstances and of forecast economic conditions. The Group’s historical credit loss experience and
forecast of economic conditions may also not be representative of customer's actual default in the
future. The information about the ECLs on the Group's trade receivables and is disclosed in Note 18a.

Defined benefit plans

The cost of the defined benefit pension plan, long service awards, gratuity scheme and post-
employment medical benefits and the present value of these defined benefit obligations are determined
using actuarial valuations. An actuarial valuation involves making various assumptions that may differ
from actual developments in the future. These include the determination of the discount rate, future
salary increases, mortality rates and future pension increases. Due to the complexities involved in the
valuation and its long-term nature, a defined benefit obligation is highly sensitive to changes in these
assumptions. All assumptions are reviewed at each reporling date.

The parameter most subject to change is the discount rate. In determining the appropriate discount
rate, management assumption with reference to the yields on Nigerian Government bonds, as compiled
by the Debt Management Office were used since there is no deep market in corporale bonds in Nigeria.
The underlying bonds are further reviewed for quality. Those having excessive credit spreads are
excluded from the analysis of bonds on which the discount rate is based, on the basis that they do not
represent high quality corporate bonds.

The mortality rate is based on pre-retirement mortality: A49/52 ultimate tables and post-retirement
mortality: A55 ullimate tables. Future salary increases is based on expected future infiation rates.

Further details about defined benefit obligations are given in Note 28.
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2.35 Significant accounting judgments, estimates and assumptions - continued
2.35.2 Estimates and assumptions - continued

Depreciation and carrying value of property and equipment

The estimation of the useful lives of assets is based on management's judgement. Any material
adjustment to the estimated useful lives of items of property and equiprment will have an impact on the
carrying value of these items.

Impairment of non-financial assets

Impairment exists when the carrying value of an asset or cash generating unit exceeds its recoverable
amount, which is the higher of its fair value less cosis of disposal and its value in use. The fair value
less costs of disposal calculation is based on available data from binding sales transactions, conducted
at arm's length, for similar assets or observable market prices less incremental costs for disposing of
the asset.

The value in use calculation is based on a DCF model. The cash flows are derived from the budget for
the next five years and do not include restructuring activities that the Group Is not yet cornmitted to or
significant future investments that will enhance the asset's performance of the CGU being fested. The
recoverable amount is sensitive to the discount rate used for the discounted cash flow model as well as
the expected fulure cash-inflows and the growth rate used for extrapolation purposes. There was no
impairment assessment carried out during the year.

Taxes

Uncertainties exist with respect to the interpretation of complex tax regulations, changes in tax laws,
and the amount and timing of future taxable income. Given the wide range of international business
relationships and the long-term nature and complexity of existing contractual agreements, differences
arising between the actual results and the assumptions made, or future changes to such assumptions,
could necessitate future adjustments to tax income and expense already recorded.

The Group establishes provisions, based on reasonable estimates, for possible consequences of audits
by the tax authorities. The amount of such provisions is based on various factors, such as experience of
previous tax audils and differing interpretations of tax regulations by the taxable entity and the
responsible tax authority. Such differences in interpretation may arise for a wide variety of issues
depending on the canditions prevailing in the respective domicile of the Group companies.

Deferred tax assets are recognised for unused tax losses to the extent that it is probable that taxable
profit will be available against which the losses can be ulilised. Significant management judgement is
required to determine the amount of deferred tax assels that can be recognised, based upon the likely
timing and the level of future taxable profits together with future tax planning strategies.

Revaluation of property, plant and equipment

The Group measures the land and buildings at revalued amounts, with changes in fair value being
recognised in OCI. The land and buildings were valued by reference to transactions involving properties
of a similar nature, location and condition. The Group did not revalue its land and building in the current
year because valuations are performed every 2 years with sufficient frequency to ensure that the
carrying amount of the revalued property does not differ materially from its fair value (the Group
engaged an independent valuation specialist to assess fair values as at 31 December 2019).

The key assumptions used to determine the fair value of the properties and sensitivity analyses are
provided in Note 24,
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2.35 Significant accounting judgments, estimates and assumptions - continued
2.35.2 Estimates and assumptions - continued

Estimating the incremental borrowing rate

The Group cannot readily determine the interest rate implicit in the lease, therefore, it uses ils
incremental borrowing rate (‘IBR') to measure lease liabilities. The IBR is the rate of interest that the
Group would have to pay to borrow over a similar term, and with a similar security, the funds necessary
to obtain an asset of a similar value to the right-of-use asset in a similar economic environment.

The IBR therefore reflects what the Group ‘would have to pay', which requires estimation when no
observable rates are available (such as when the Group does not enter into financing transactions) or
when they need to be adjusted to reflect the terms and conditions of the lease (for example, when
leases are not in the Group’s functional currency). The Group estimates the IBR using observable inpuls
{such as market inferest rates) when available and is required to make certain entity-specific
adjustments (such as the Group’s stand-alone credit rating, or to reflect the terms and conditions of the
lease).

Recognition and measurement of contingencies (litigations): Key assumptions about the
likelihoed and magnitude of an outflow of resources

The Group is involved in various litigations and arbitration both in Nigeria and in other jurisdictions,
arising in the ordinary course of operations.

When the Group can reliably measure the outflow of economic benefits in relation to a specific case and
considers such outflows to be probable, the Group records a provision against the case. Where the
probability of outflow is considered to be remote, or probable, but a reliable estimate cannot be made, a
contingent fiability is disclosed. However, when the Group is of the opinion that disclosing these
estimales on a case-by-case basis would prejudice their outcome, then the Group does not include
detailed, case-specific disclosers in its financial statements.

Given the subjectivity and uncertainty of determining the probability and amount of losses, the Group

takes into account a number of factors including legal advice, the stage of the matter and historical
evidence from similar incidents. Significant judgement is required to conclude on these estimates.
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3. Financial risk management and financial instruments classification

Introduction

The Central Bank of Nigeria (The 'Bank'), in carrying out activities related to its mandate, is exposed to a
broad range of risks including reputational, policy, operational, payments system, credit, liquidity and
market risks. The Bank is therefore committed to managing its risks to enable it achiave its mandate and
strategic objectives.

Enterprise Risk Management Framework and Risk Policies

The Bank has in place an Enterprise Risk Management (ERM) framework which describes its
approaches and praclices for identifying, assessing and managing risks in line with the Bank's risk
appelile. In addition, the Bank also developed and adopted risk policies to address the major risks it
faces.

Risk governance structure

The Bank’s risk governance structure outlines the roles, authorities and responsibilities in relation to
managing its risks. The Board is responsible for the overall risk management in the Bank. It maintains
oversight over risk management through its Board Audit and Risk Management Committee (BARMC)
and the Investment Commitiee. Oversight of day to day management of risk in the Bank is delegated to
the Committee of Governors (COG).

The relationship of the risk management committees and functions involved in the management of risk
across the Bank is captured in the diagram below:

The Board of
Directors

The Audit, Risk and Cyber

Security Committee (ARCC)

The Committee of Governors
{COG)

— The Governor ‘

===l o

H

Risk Management Business Units

Department

Risk Champions
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3. Financial risk management and financial instruments classification

The ERM governance structure defines the ownership, accountability and responsibilities for each
component of the Bank's risk management approach. Below are the key roles and respensibilities as
defined in the ERM framework:

The Board

a. Approves the risk strategy for the Bank based on recommendations of the ARCC

b. Sets the Bank's risk appetite i.e. risk parameters and tolerances within which the Bank conducts its
activities, and approves risk systems for management and monitoring of the Bank's risks profile.

c. Determines and periodically reviews risk policies and processes to ensure that they are appropriate for
the achievement of the Bank's mandate and strategic objectives.

d. Monitors the enterprise risk profile, risk exposures, risk management initiatives, reviews risk reports
and Institutes appropriate risk reward systems in line with the Bank's risk appetite.

The Audit, Risk and Cyber-Security Committee (ARCC)

a. Reviews and recommends the risk strategy, appetite and reporis to the Board for approval on an
annual basis or as may be required.

b. Assists the Board in fulfilling its oversight responsibilities with respect to risk management and ensures
that roles and responsibilities for risk management are clearly defined.

¢. Monitors enterprise risk profile, risk exposures, and risk management initiatives and recommends to
the Board risk systems and solutions to facilitate the management and monitoring of risks bank-wide.

Committee of Governors (COG)

a. Ensures that sufficient resources are deployed for the management of risk across the Bank.

b. Considers risk reports and approves remedial actions, or recommends risk treatment options to the
Board as appropriate supervises the implementation of risk treatment plans.

¢. Monitors the risk profile to ensure that it is within the Bank's risk appetite.

Risk Management Committee {RMC)

a. Recommends risk strategy, appetite and limits for BARC consideration.

b. Promotes and ensures the implementation of Risk management strategies, initiatives and policies.

c. Reviews risk assessments and key risk indicators of the business units and makes appropriate
recommendations.

Risk Management Department (RMD)

Coordinates the implementation of risk management strategies, initiatives and policies.
Monitors risk limits and makes recommendations as appropriate.

Facilitates risk assessments and makes recommendations as appropriate.

Manages the Enterprise Risk Register.

Facilitates risk data gathering, verification, aggregation and reporting

paenow
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3. Financial risk management and financial instruments classification (continued)

3.1 Financial instruments by category

Financial assets are classified between four measurement categories: debt instruments at amortised
cost, debt instruments at fair value through other comprehensive income (FVOCI), with gains or losses
recycled to profit or loss on derecognition, equity instruments at FVOCI, with no recycling of gains or

losses to profit or loss on derecognition and financial assets at FVTPL.

Financial liabilities are classified between two measurement categories: held at fair value through profit

or loss {comprising trading and designated) and other liabilities at amortised cost.

Financial instruments are classified in the statement of financial posilion in accordance with their legal
form and substance, except for instruments that the Bank has designaled to hold at fair value through
profit or loss. The latter are combined on the face of the statement of financial position and disclosed as

financial assets or liabilities held at fair value through profit or loss.

Group
Fair value

through Equity

profit or instruments instruments Amortised
Financial assets Notes loss at FvocCi at FvocCi cost Total
31 December 2020 N'million  N'million N'million N'million N'million
External reserves:
Current accounts with - - - 223,442 223,442
foreign banks i6a
Time deposits and money - - - 6,662,665 6,662,665
placements 16a
Domiciliary accounts 16a - - - 2,285,062 2,285,062
Sundry currencies and - - - 150,980 150,980
travellers' cheques 16a
Short term deposits 16d - - - 133,635 133,635
Debt securities:
- FVTPL 16d 3,376,812 - - - 3,376,812
- Amortised cost 16d - - - 1,536,745 1,536,745
International Monetary - - - 23 23
Fund Reserve tranche 16
Derivatives
- Derivatives in external 361,185 - - - 361,185
reserves 16d
IMF Holdings of Special
Drawing Rights:
Holdings of Special - - - 725,583 725,583
Drawing Rights 17a
Quota in IMF 17b - - - 1,209,050 1,209,060
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Financial risk management and financial instruments classification (continued)

3.1 Financial instruments by category - continued

Group

Fair value

through Equity Debt

profit or instruments instruments Amortised
Financial assets Notes loss at FVOCI at FVOcCI cost Total
31 December 2020 N'million  N'million N'million N'million N'million
Loans and receivables
Loans and receivahles 18 - - B 22,386,998 22,386,998
Nigerian Treasury Bonds 18 - - - 19,067 19,067
Other assets 22 - - - 1,690,545 1,690,545
Equity instruments 19 - 258,349 - - 258,349
Cash and bank balances
in subsidiary 16e - - - 61,652 61,652
Local debt instruments
- Investment in AMCON
Bonds 19 - - - 929,907 929,907
- Nigerian Treasury Bills 19 - - 1,368 433,828 435,196
- FGN Bonds 19 S - - 1,764,465 1,764,465
- Corporate Bonds 19 - - - 206,934 206,934
- Investment in
Farmsmart 19 - - - 321 321

3,737,997 258,349 1,368 40,497,042 44,494,756
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3. Financial risk management and financial instruments classification (continued)
3.1 Financial instruments by category - continued

Group
Liabilities
at fair value

Liabilities at through

amortised profit or
Financial liabilities Notes cost loss Total
31 December 2020 N'million N'million N'million
Deposits:
Government deposils 25 $,492,458 . 9,492,458
Other accounts 25a 890,053 - 890,053
Financial institutions- Current and settlement
accounts 25 816,380 - 816,380
Financial institutions - Banks' and special
intervention reserve accounts 25 9,451,312 - 9,451,312
IMF related liabilities:
IMF related liabilities 17¢ 2,331,714 - 2,331,714
IMF allocation of Special Drawing Rights 17d 825,272 - 825,272

Central Bank of Nigeria Instruments:
Open Market Operations - Central Bank of

Nigeria Bills 26 8,722,267 - 8,722,267
Central Bank of Nigeria - Special Bills 26 4,102,522 - 4,102,522
Bank notes and coins in circulation 27 2,907,522 - 2,907,522
Derivatives

- Derivatives in external reserves 16d - 476 476

Other liabilities:

Accrued charges 29 61,652 - 61,652
Surplus payable to Federal Government of
Nigeria 29 1,300 - 1,300
Treasury related payables 29 341,242 - 341,242
Due to Bank of Industry (BOI) 29 186,296 - 186,296
Foreign currency forward contract payables 29 534,373 - 534,373
Sundry payables 29 604,437 - 604,437
IBRD - SME loan 29 51 - 51
Securities lending 28 3,065,294 - 3,065,294
Rural Finance (RUFIN) Fund 29 1,761 - 1,761
Banking sector resolution sinking cost fund 29 50,002 - 50,002
Trade payables 28 18,021 - 18,021
Due to International Development Association
{IDA) 29 66,534 - 66,534
Deposit for shares 29 5116 - 5,116
Lease liabifities 29 1,141 - 1,144
44,476,720 476 44,477,196
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3. Financial risk management and financial instruments classification {continued)
3.1 Financial instruments by category - continued

Group

Fair value

through Equity Debt
profit or instruments instruments Amortised

Financial assets Notes loss at FVOCI at FVOCI cost Totail
31 December 2019 N'million N'million N'million N'million N'million
External reserves:
Current accounts with
foreign banks 16a - - - 444 953 444 953
Time deposits and money
placements 16a - - - 6,611,914 6,611,914
Domiciliary accounts 1Ga - - - 2,335,810 2,335,810
Sundry currencies and
travellers' cheques 16a - - - 219,303 219,303
Short term deposits 16d - - - 18,653 18,653
Debt securities:
- FVTPL 16d 2,752,955 - - - 2,752,955
- Amortised cost 16d - - - 1,262,891 1,262,891
International Monetary
Fund Reserve tranche 16 - - - 23 23
Derivatives
- Derivatives in external
reserves 16d 271,207 - - - 271,207
IMF Holdings of Special
Drawing Rights:
Holdings of Special
Drawing Rights 17a - - - 747,143 747,143
Quota in IMF 17b - - - 1,016,290 1,016,290
Loans and receivables
Loans and receivables 18 - - - 17,409,052 17,409,052
Nigerian Treasury Bonds 18 - - - 31,036 31,036
Other assets 22 - - - 298,704 299,704
Equity instruments 19 - 166,656 - - 166,656
Cash and bank balances
in subsidiary 16e - - - 234 661 234,661
Local debt instruments
- Investment in AMCON
Bonds 19 - - - 915,502 915,502
- Nigerian Treasury Bills 19 - - 44,074 390,017 434,091
- FGN Bonds 19 - - 349 1,775,576 1,775,925
- Corporate Bonds 19 - - - 10,605 10,605
- Investment in
FARMSMART 19 - - - 425 425

3,191,291 166,656 44,423 33,612,278 37,014,647

60



CENTRAL BANK OF NIGERIA

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2020
(All amounts are in millions of Naira, unless otherwise stated)

3. Financial risk management and financial instruments classification {continued)

3.1 Financial instruments by category - continued

Group
Liabilities
at fair value
Liabilities at  through

amortised  profit and
Financial liabilities Notes cost loss Total
31 December 2019 N'million N'million N'million
Deposits:
Government deposits 25 6,398,752 - 6,398,752
Other accounts 25a 777,052 - 777,052
Financial institutions- Current and settlement
accounts 25 864,375 - 864,375
Financial institutions - Banks' and special
intervention reserve accounts 25 5,442,930 - 5,442,930
IMF related liabilities:
IMF related liabilities 17¢c 967,851 - 967,851
IMF allocation of Special Drawing Rights 17d 835,174 - 835,174
Central Bank of Nigeria Instruments:
Open Market Operations - Central Bank of
Nigeria Bills 26 14,620,713 - 14,620,713
Bank notes and coins in circulation 27 2,442,031 - 2,442,031
Derivatives
- Derivatives in external reserves 16d - 445 445
Other liabilities:
Accrued charges 29 65,606 - 65,606
Surplus payable to Federal Government of
Nigeria 29 2673 - 2673
Treasury related payables 29 663,700 - 663,700
Due to Bank of Industry (BOI) 29 170,819 - 170,819
Foreign currency forward contract payables 28 1,010,030 - 1,010,030
Sundry payables 29 405,353 - 405,363
IBRD - SME loan 29 51 - 51
Securities lending 29 2,204,995 - 2,204,995
Rural Finance (RUFIN) Fund 28 294 - 294
Banking sector resolution sinking cost fund 29 50,001 B 50,001
Trade payables 29 26,034 - 26,034
Due to International Development Association
(IDA) 29 66,535 - 66,535
Deposit for shares 29 5,116 - 5116
Lease liabilities 29 1,327 - 1,327
Bank borrowings and overdraft 29 - - -

37,021,412 445 37,021,857
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3.
31

Financial risk management and financial instruments classification (continued)
Financial instruments by category - continued

Bank

Financial assets
31 December 2020

External reserves:
Current accounis with
foreign banks

Time deposits and money
placements
Domiciliary accounts
Sundry currencies and
travellers' cheques
Shorl term deposits
Debt securities:

- FVTPL

- Amortised cost
International Monetary
Fund Reserve tranche

Derivatives
- Derivatives in external
reserves

IMF Holdings of Special
Drawing Rights:
Holdings of Special
Drawing Rights

Quota in IMF

Loans and receivables
Nigerian Treasury Bonds
Other assets

Equity instruments

Local debt instruments
- Investment in AMCON
Bonds

- Nigerian Treasury Bills
- FGN Bonds

Notes

16a

16a
16a

16a
16d

16d
16d

16

16d

17a
17b

18
18
22

18

19
19
19

Fair value
through Equity Debt
profit or instruments instruments Amortised
loss at FVOCI at FVocl cost Total
N'million  N'million N'million N'million N'million
- - - 223,442 223,442
- - - 6,662,665 6,662,665
- - - 2,285,062 2,285,062
- - - 150,980 150,980
. - - 133,635 133,635
3,376,812 - - - 3,376,812
- - - 1,536,745 1,536,745
- - - 23 23
361,185 - - - 361,185
- - - 725,583 725,583
- - - 1,209,060 1,209,060
- - - 22,933,930 22,933,930
- - - 19,067 19,067
- - - 1,689,976 1,689,976
- 258,349 - - 258,349
- - - 929,907 929,907
- - 1,368 433,828 435,196
- - - 1,668,652 1,669,852
3,737,997 258,349 1,368 40,603,755 44,601,469
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3. Financial risk management and financial instruments classification (continued)
3.1 Financial instruments by category - continued

Bank

Financial liabilities

31 December 2020

Deposits:

Government deposits

Other accounts

Financial institutions- Current and settlement
accounts

Financial institutions - Banks' and special
intervention reserve accounts

IMF related liabilities:

IMF related liabilities

IMF allocation of Special Drawing Rights

Derivatives
- Derivatives in external reserves

Central Bank of Nigeria Instruments:
Open Market Operations - Central Bank of
Nigeria Bills

Central Bank of Nigeria - Special Bills

Bank notes and coins in circulation

Other liabilities:

Accrued charges

Surplus payable to Federal Government of
Nigeria

Treasury related payables

Due to Bank of Industry (BOI)

Foreign currency forward contract payables
Securities lending

Banking sector resolution sinking cost fund
Sundry payables

Due to International Development Association
(IDA)

Lease liabilities

IBRD - SME loan
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Notes

25
25
25

25

17¢
17d

16d

26

26

27

29

29
29
29

29
29
29

29
29

Liabilities
at fair value
Liabilities at through
amortised  profit and
cost loss Total
N'million N'million N'million

9,492,458 - 9,492,458
890,053 - 890,053
1,058,821 - 1,058,821
9,451,312 - 9,451,312
2,331,714 - 2,331,714
825,272 - 825,272
- 476 476
8,722,257 - 8,722,267
4,102,522 - 4,102,522
2,807 522 - 2,407,622
61,652 - 61,652
1,300 - 1,300
341,242 - 341,242
186,296 - 186,296
534,373 - 534,373
3,065,294 - 3,065,294
50,002 - 50,002
694,570 - 694,570
66,534 - 66,534
1,141 - 1,141
51 - 51
44,784,396 476 44,784,872
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Financial risk management and financial instruments classification (continued)
3.1 Financial instruments by category - continued

Bank

Financial assets Notes
31 December 2019

External reserves:

Current accounts with

foreign banks 16a
Time deposits and money
placements 16a
Domiciliary accounts 16a
Sundry currencies and
travellers' cheques 16a
Short term deposits 16d
Debt securities:

- FVTPL 16d
- Amortised cost

International Monetary 16
Fund Reserve tranche
Derivatives

- Derivatives in external
reserves 16d
IMF Heldings of Special
Drawing Rights:

Holdings of Special

Drawing Rights 17a
Quota in IMF 17b
Loans and receivables 18
Nigerian Treasury Bonds 18
Other assels 22
Equity instruments 19
Local debt instruments

- Investment in AMCON 19
- Nigerian Treasury Bills 158
- FGN Bonds 19

Fair value
through Equity Debt
profit or instruments instruments Amortised
loss at FVvOCI at FVOZCI cost Total
N'million N'million N'mitlion N'miilion N'million
= & - 444,953 444 953
4 A X 6,611,914 6,611,914
- - - 2,335,810 2,335,810
. g - 219,303 218,303
. 5 - 18,653 18,653
2,752,955 - - - 2,752,955
- 5 - 1,262,891 1,262,891
- - - 23 23
271,207 - - - 271,207
- - s 747,143 747,143
- - - 1,016,250 1,016,290
- = - 17,753,892 17,753,892
- & - 31,036 31,036
= - = 299,448 299,448
- 166,656 - - 166,656
- = - 915,502 915,502
- - 44 074 388,070 432,144
- - 349 1,685,996 1,686,345
3,024,162 166,656 44,423 33,730,924 36,966,165
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3.
31

Financial risk management and financial instruments classification (continued)

Financial instruments by category - continued

Bank
Liabilities
at fair value
Liabilities at through

amortised  profit and
Financial liabilities Notes cost loss Total
31 December 2019 N'million N'millien N'million
Deposits:
Government deposits 25 6,482,716 - 6,482,716
Other accounts 25 777,052 - 777,052
Financial institutions- Current and settlement
accounts 25 862,375 - 862,375
Financial institutions - Banks' and special
intervention reserve accounts 25 5,442 830 - 5,442,930
IMF related liabilities:
IMF related liabilities 17¢ 967 851 - 967,851
IMF allocation of Special Drawing Rights 17d 835,174 - 835,174
Derivatives
- Derivative in external reserves 16d - 445 445
Central Bank of Nigeria Instruments:
Open Market Operations - Central Bank of
Nigeria Bills 26 14,620,713 - 14,620,713
Bank notes and coins in circulation 27 2,442,045 - 2,442,045
Other liabilities:
Accrued charges 29 62,218 - 62,218
Surplus payable to Federal Government of
Nigeria 29 2873 - 2,673
Treasury related payables 29 663,700 - 663,700
Due to Bank of Industry (BOI) 29 170,819 - 170,819
Foreign currency forward contract payables 29 1,010,030 - 1,010,030
Securities lending 29 2,204,995 - 2,204,995
Banking sector resolution sinking cost fund 29 50,001 - 50,001
Sundry payables 29 450,909 - 450,909
Due to International Development 29 66,535 - 66,535
Lease liabilities 29 1,327 - 1,327
IBRD - SME loan 29 51 - 51

37,114,114 445 37,114,559
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3.2

3.241

Financial risk management and financial instruments classification
{continued)

Risk management policies
Credit risk

Credit risk is the probability of loss resulting from failure of counterparty to honour its obligations to the
Group as and when due. The Group is exposed to credit risk due to activities such as invesiment of
external reserves, granting of intervention funds, issuance of guarantees, as well as advances and
loans to staff, federal government and financial institutions.

The Group adopts a conservative approach to credit risk, Where appropriate, the Group intervenes in
the economy and provides guarantees in the financial system to prevent systemic risk. Investment
decisions are guided by the preference for capital preservation and liquidity over returns.

Management of credit risk

The Group's credit risk management is guided by its Credit Risk, Investment and Risk Appetite Policies
and Guidelines, as well as other guidelines for developmental initiatives. These policies are
complemented by detailed procedures at the Strategic Business Units (SBUs) level. The Guidelines
define credit exposure limits to ensure that the investments are within the risk appetite of the Group.
The credit exposure limits are reviewed periodically in line with market developments.

The Group conducts Discount Window Operations to provide liquidity o commercial and merchant
banks with temporary liquidity challenges. Credit risk exposures from these transactions are mitigated
by the Nigerian Master Repurchase Agreement and acceptance of eligible collateral such as Nigerian
Treasury Bills, FGN Bonds and CBN Bills in line with the Bank's eligibility criteria and margin
requirements.

Credit Risk Disclosure (including Credit Risk Model)

Guarantees, interventions and loans issued by the Group, borne out of its developmental role, are
usually governed by the guidelines and frameworks setting out the various schemes creating the credits

External reserves are invested in the following;

(i) Time deposits in countries with eligible currencies

(i) United States of America Government securities

(iii) Marketable sovereign bonds from Organisation for Economic Cooperation and Development
(OECD} countries which are guaranteed unconditionally by the sovereign governments of these
countries , and

{iv) Marketable securities of multilateral organisations denominated in eligible currencies from OECD
countries or as may be directed by the Board of the Bank.

These are largely managed by external and internal fund managers. External assets are measured for
performance using

a. Merrill Lynch 1-3 year US Treasury Index

h. Barclays US MBS Index

c. Bank of America Merrill Lynch Global Government G7, ex-ltaly 1-3 years Index 100% hedged into US
dollars (“USD").

d. Citigroup Dim Sum Off-shore CNY.
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3.

3.2

3.2.1

Financial risk management and financial instruments classification (continued)

Risk management policies
Credit risk - continued

Management of credit risk - continued
Credit Risk Disclosure (including Credit Risk Model) - continued

The maximum exposure to any one single issuer, with the exception of the countries that comprise the
Benchmark, is limited to five (5) per cent of the market value of the Managed Asseis. The Group's
maximum take-up is twenty (20) per cent of any single issue and no investment is made in securities
below USD500 miilion.

Credit Ratings
The minimum credit ratings for different issuer groups by the rating agencies are indicated below.

Issuer Up to 1 year Over 1 year
Group maturities maturities Rating description
Investment grade ( Minimum
Sovereign governments A-1/P-1/F-1 A acceptable - Upper medium
Investment grade ( Minimum
Multilateral and supra-national acceptable - Upper medium
organizations A-1/P-1/F-1 AalAAIAA grade)
Investment grade { Minimum
U.S. Government guaranteed acceptable - Upper medium
issues and agencies A-1/P-1/F-1 AafAAJAA grade}
Investment grade { Minimum
OECD non-U.8. Government acceptable - Upper medium
guaranteed agencies A-1/P-1/F-1 AalAAIAA r?rade)
Investment grage { Mifimum
Banks A-1/P-1/F-1 Not allowed acceptable - Upper medium

A-1/P-1/F-1 A short abfigation rated in the highest category indicates that the obligor's capacity to meet
its financial commitment on the obligation is extremely strong.

FGN Bonds, Treasury Bills, Nigerian Treasury Bonds, AMCON Bonds and Notes are sovereign
instruments, but are not rated.

In line with its mandate of ensuring financial stability and towards catalysing economic development, the
Group also provides credits to banks in distress. For this category of obligors, credits are granted
regardless of the credit ratings of the affected institutions but with the overall objective of ensuring a
safe and sound financial system.
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3.

3.2.2

Financial risk management and financial instruments classification

Maximum exposure to credit risk before collateral held or other credit enhancements

The Group's maximum exposure to credit risk at 31 December 2020 and 31 December 2019
respeclively, is represented by the net carrying amounts in the statement of financial position.

The maximum exposure is shown gross, before the effect of the above mitigation factors. The credit risk
exposures at the end of each reporting period is representative of the average exposure during the

years
Group Bank
31 December 31 December 31 December 31 December
Notes 2020 2019 2020 2019
N'million N'million N'million N'million
External reserves- Convertible currencies
Current accounts with 16a 223,442 444 953 223,442 444 853
foreign banks
Time deposits and 16a 6,662,665 6,611,914 5,662,665 6,611,914
money employed
Domiciliary accounts 16a 2,285,062 2,335,810 2,285,062 2,335,810
Sundry currencies and  16a 150,980 219,303 150,980 219,303
travellers' cheques
External reserves - Other foreign securities
Short term deposits 16d 133,635 18,653 133,635 18,653
Debt securities:
- FVTPL 16d 3,376,812 2,752,955 3,376,812 2,752,955
- Amortised cost 16d 1,536,745 1,262,891 1,536,745 1,262,891
International Monetary
Fund Reserve tranche 16 23 23 23 23
Foreign derivatives
- Forward contracts 16d 361,185 271,207 361,185 271,207
IMF Holdings of Special Drawing Rights:
Holdings of Special i7a 725,583 747,143 725,583 747,143
Drawing Rights
Quotain IMF 17b 1,208,060 1,016,290 1,209,060 1,016,280
Loans and receivables 18 22,386,998 17,409,052 22,933,930 17,753,892
Nigerian Treasury 18 19,067 31,036 19,067 31,036
Bonds
Cash and bank 16e 61,652 234,661 - -
balances in subsidiary
Other assets:
Other financial assets 22 1,690,545 299,704 1,689,976 299,448
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3.

3.2

3.2.2

Financial risk management and financial instruments classification

Credit risk - continued

Maximum exposure to credit risk before collateral held or other credit enhancements - continued

Group Bank
31 December 31 December 31 December 31 December
Notes 2020 2019 2020 2019
N'million N'million N'million N'million
Fair value through other comprehensive income
Local debt securities
Nigerian Treasury Bills 18 1,368 44,074 1,368 44 074
FGN Bonds 19 - 349 - 348
Amortised cost
Investment in AMCON
Bonds 19 929,907 915,502 929,907 915,502
Nigerian Treasury Billzs 19 433 828 390,017 433,828 388,070
FGN Bonds 19 1,764 465 1,775,576 1,669,852 1,685,996
Corporate Bonds 19 206,934 10,605 - -
Investment in
Farmstart 19 321 425 - -
Financial guarantee contracts
Loan commitments 32¢ 1,024,624 944,129 1,024,624 S44,129
Total 45,184,901 37,736,272 45,367,744 37,743,628
Analysis of credit exposure by class:
Measured at fair value
At fair value through profit or loss
Foreign debt securities  16d 3,376,812 2,752,955 3,376,812 2,752,955
Derivatives
- Derivatives from
external reserves 16d 361,185 271,207 361,185 271,207
3,737,997 3,024,162 3,737,997 3,024,162
Fair value through other comprehensive income
- Nigerian Treasury 19 1,368 44,074 1,368 44,074
Bills
- FGN Bonds 19 - 349 - 349
1,368 44,423 1,368 44,423
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Financial risk management and financial instruments classification
3.2 Credit risk - continued

3.2.2 Maximum exposure to credit risk before collateral held or other credit enhancements - continued

Analysis of credit exposure by class (continued)

Group Bank

31 December 31 December 31 December 31 December
Measured at amortised cost 2020 2019 2020 2019
Amortised cost N'million N'million N'mitlion N'million
Foreign debt securities  16d 1,536,745 1,262,891 1,536,745 1,262,891
Corporate Bonds 19 206,934 10,605 - -
Investment in AMCON
Bonds 19 929,807 915,502 929,907 915,502
Local debt securities 19 2,198,614 2,166,018 2,103,680 2,074,065
Current account with
foreign banks 16a 223,442 444,953 223 442 444,953
Time deposits and
money employed 16a 6,662,665 6,611,914 6,662,665 6,611,914
Domiciliary accounts 16a 2,285,062 2,335,810 2,285,082 2,335,810
Sundry currencies and
travellers' cheques 16a 150,980 219,303 150,980 219,303
Short term deposits 16d 133,635 18,553 133,635 18,652
Holdings of Special
Drawing Rights - 17a 17a 725,583 747,143 725,583 747,143
CQuota in IMF - 17b 17b 1,209,060 1,016,290 1,209,060 1,016,290
International Monetary
Fund Reserve tranche 16 23 23 23 23
Loans and receivables 18 22,386,998 17,408,052 22,933,930 17,753,892
Nigerian Treasury
Bonds 18 19,067 31,036 19,067 31,036
Other assets:
Other financial assets 22 1,690,545 299,704 1,689,976 299 448

Cash and bank
balances in subsidiary 16e 61,652 234,661 - -
40,420,912 33,723,558 40,603,755 33,730,924

Off statement of financial position
Loan commitment 32c 1,024,624.00 944,129.36 1,024,624.00 944,129.36
Total 45,184,901 37,736,272 45,367,744 37,743,638
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3.2.2

3.2.3

Financial risk management and financial instruments classification

Credit risk - continued

Maximum exposure to credit risk before collateral held or other credit enhancements - continued

Credit quality of External
reserves

Group

Bank

31 December

31 December

31 December

31 December

2020 2018 2020 2019
N'million N'million N'million N'million
A 7,829,000 2,158,853 7,629,000 2,158,853
A- 1,614 1,013,449 1,614 1,013,449
A+ 1,063,383 522,255 1,063,383 522,255
AA+ 955,177 849,193 955,177 849,193
AAA 706,601 76,463 706,501 76,463
AA 922,672 10,801 922,672 10,901
AA- 1,023,622 - 1,023,622 -
B 1,294,977 689,570 1,294,977 689,570
B+ - 3,370 - 3,370
BBB 18,176 - 18,176 -
BBB+ 4,166 1,136,650 4,166 1,136,650
BBB- 896,881 - 596,881 -
B- - 589,300 - 599,300
Not rated 552,338 7,237,212 552,338 7,237,212
15,268,608 14,297,216 15,268,608 14,287,216
Credit quality of cash and Group Bank

bank balances

31 December

31 December

31 December

31 December

2020 2019 2020 2019
N'million N'million N'million N'million
AAA 6,203 23611 - -
AA 55,304 210,500 - -
A 145 550 - -
61,652 234,661 - -

Credit concentrations

The monitoring of the Bank’s credit risk exposure focuses on two key areas, namely; geographical and
sectoral. Concentration risk based on geography is categorized by four locations - Africa, Europe, Asia,
America and others while secloral concentration is based on the Government (Federal Government of
Nigeria), financial ,agriculture, energy, power, aviation and manufaciuring sectors.

Group Bank

31 December

31 December

31 December

31 December

Concentration by sector 2020 2019 2020 2019
N'million N'million N'million N'million
Debt securities
Federal Government of Nigeria
3,129,568 3,125,518 3,034,955 3,033,991
Financial services sector 5,120,812 4,026,876 4,913,557 4,015,846
Total debt securities 8,250,380 7,152,394 7,948,512 7,049,837
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Financial risk management and financial instruments classification
3.2 Credit risk - continued

3.2.3 Credit concentrations - continued

Group Bank
31 December 31 December 31 December 31 December
Concentraticn by sector 2020 2019 2020 2019
N'million N'million N'million N'million
Receivables and other assets
Financial services sector -
Foreign 11,390,450 11,394,089 11,390,450 11,394,089
Federal Government of Nigeria 341,749 296,857 13,324,801 8,734,383
Agriculture 685,272 329,654 747 684 409,201
Financial services sector of
Nigeria 19,159,483 15,071,197 6,114,779 6,399,010
Power and aviation sector of
Nigeria 535,339 724,821 1,561,786 1,133,949
Manufacturing 1,073,375 897,473 1,073,375 B97.473
Other loans and receivables 1,963,044 710,297 1,820,548 566,207
Total receivables and other ass 35,548,712 29,424,389 36,033,423 29,534,312
Derivatives
Financial services sector - 361,185 271,207 361,185 271,207
Foreign
364,185 271,207 361,185 271,207
Off statement of financial position
Loan commitments 1,024,624.00 944,129,386 1,024,624.00 944 ,129.36
Total
45,184,901 37,792,119 45,367,744 37,799,485
Group Bank
31 December 31 December 31 December 31 December
2020 2019 2020 2019
Concentration by location N'million N'million N'million N'million
Asia 2,237,775 1,859,463 2,237,775 1,859,463
Europe 9,336,260 9,249,811 9,336,260 9,249,811
USA 2,989,352 2,211,807 2,989,352 2,211,807
Others 705,221 976,135 705,221 976,135
Nigeria 29,916,293 23,494,902 30,099,136 23,502,268
45,184,901 37,792,119 45,367,744 37,799,485
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3. Financial risk management and financial instruments classification
3.2 Credit risk - continued

3.2.4 Impairment assessment
The referances below show where the Group's impairment assessmeni and measurement approach is
set out in the financial statement.

3.2.4.1 Definition of default and cure
The Group considers a financial instrument defaulted and therefore Stage 3 (credit-impaired) for ECL
calculations in all cases when the borrower becomes 90 days past due on its contractual payments. The
Group considers treasury and interbank balances defaulted and takes immediate action when the
required intraday payments are not settled by the close of business as outlined in the individual
agreements.

As a part of a qualitative assessment of whether a customer is in default, the Group also considers a
variety of instances that may indicate unlikeliness to pay. When such events occur, the Group carefuily
considers whether the event should result in treating the customer as defaulted and therefore assessed
as Stage 3 for ECL calculations or whether Stage 2 is appropriate. Such events include:

*The frequency of borrower requesting emergency funding from the Bank

=The duration of emergency funding by the borrower.

*The barrower having past due liabilities to public creditors or employees

*The borrower is deceased

=A covenant breach not waived by the Bank

+The debtor (or any legal entity within the debter's group) filing for bankruptcy application/protection
*Debtor's listed debt or equity suspended at the primary exchange because of rumours or facts about
financial difficulties

«Significant drop in customer's external ratings

It is the Group's policy to consider a financial instrument as ‘cured’ and therefore-classified out of Stage
3 when none of the default criteria have been present for at least six consecutive months. The decision
whether fo classify an asset as Stage 2 or Stage 1 once cured depends on the updated credit grade, at
the time of the cure, and whether this indicales there has been a significant increase in credit risk
compared to initial recognition.

3.2.4.2Treasury, trading and interbank relationships
The Group's treasury, trading and interbank relationships and counterparties comprise financial services
institutions, banks, broker-dealers, exchanges and clearing-houses. For these relationships, the Group's
credit risk department analyses publicly available information such as financial information and other
external data, e.g., the rating of International Rating Agencies in its assessment.

3.2.4.3Exposure at default

The exposure at default (EAD)represents the gross carrying amount of the financial instruments subject
to the impairment calculation, addressing both the client's ability to increase its exposure while
approaching default and potential early repayments too. To calculate the EAD for a Stage 1 loan, the
Group assesses the possible default events within 12 months for the calculation of the 12mECL.
However, if a Stage 1 loan that is expected to default in the 12 months from the balance sheet date and
is also expected to cure and subsequently default again, then all linked default evenis are taken inio
account. For Stage 2, Stage 3 and POCI financial assets, the exposure at default is considered for
events over the lifetime of the instruments.
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3. Financial risk management and financial instruments classification
3.2 Credit risk - continued
3.2.4 Impalrment assessment - continued

3.2.4.4 Loss given default
Loss Given Default (LGD) values are assessed and approved by the Group's Risk Management
Department. The credit risk assessment is based on a standardised LGD assessment framework that
results in a certain LGD rate. These LGD rates take into account the expected EAD in comparison to
the amount expected to be recovered or realised from any collateral held.

Further recent data and forward-looking economic scenarios are used in order to determine the IFRS 8
LGD rate for each group of financial instruments. When assessing forward-leoking information, the
expectation is based on multiple scenarios. Examples of key inputs involve changes in, commodity
prices, payment status or other factors that are indicative of losses in the group.

3.2.4.5 Significant increase in credit risk
The Group continuously monitors all assets subject to ECLs. In order to determine whether an
instrument or a portfolio of instruments is subject to 12mECL or LTECL, the Group assesses whether
there has been a significant increase in credit risk since initial recognition. The Group considers an
exposure to have significantly increased in credit risk when there is a significant drop in its ratings and
outlook.

The Group also applies a secondary qualitative method for triggering a significant increase in credit risk
for an asset, such as moving a customer/facility to the watch list, or the account becoming forborne. In
certain cases, the Group may also consider that events explained in Note 3.2.4.1 are a significant
increase in credit risk as opposed to a default. Regardless of the change in credit grades, if contractual
paymenis are more than 30 days past due, the credit risk is deemed to have increased significantly
since initial recognition.

When estimating ECLs on a collective basis for a group of similar assets {as set cut in Note 3.2.4.6), the
Group applies the same principles for assessing whether there has been a significant increase in credit
risk since initial recognition.

3.2.4.6 Grouping financial assets measured on a collective basis
As explained in Note 2.11 dependent on the factors below, the Group calculates ECLs either on a
collective or an individual basis. Asset classes where the Group calculales ECL on an individual basis
include:
*All Stage 3 assets, regardless of the class of financial assets,
sThe treasury, trading and interbank relationships.
*The smaller and more generic balances of the Group.
+Stage 1 and 2 loans.
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CENTRAL BANK OF NIGERIA

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

{All amauntis are in millions of Naira, unless otherwise stated)

3.

3.2

3.2.4.8

3.3

3.341

3.3.2

Financial risk management and financial instruments classification (continued)
Risk management policies

Credit risk - continued

Collateral and other credit enhancements

The amount and type of collateral required depends on an assessment of the credit risk of the
counterparty.

Guidelines are in place covering the acceptability and valuation of each type of collateral.

The main types of collateral obtained include cash, FGN Bonds, Treasury Bills and Supranational
Securities

Management monitors the market value of collateral and will request additional collateral in
accordance with the underlying agreement.

Liquidity risk

Liquidity risk refers to the potential that Group closes the gap between demand and supply of
financial resources required fo honour its obligations and ensure monetary, price and financial
system stability.

The main goal of liquidity management of the Group is to ensure that funding is available as and
when required to meet its maturing obligations while promoting economic growth and a sound
financial system.

Management of liquidity risk

The Central Bank of Nigeria Act 2007 empowers the Group to create the required settlement
balances. Consequently, operations are not expected to be constrained by cash flow. However,
annual budgels are made for the Group's operations fo conirol the Group's obligations and prevent
the need for fiat money which have potential impact on inflation and other economic indices.

On the other hand, the Group is exposed to liquidily risk in foreign currency. To limit the risk, the
Group actively manages the external reserves to ensure sufficient liquidity in key foreign currencies
to prevent shocks to the financial and national payment systems. For instance, as parl of the
Bank's Strategic Asset Allocation (SAA), annual liquidity tranching of the external reserves is
conducted.

In addition, to ensure effective liquidity management, the Group has set liquidity thresholds and
approved criteria for selecting eligible securities and other investmenls in ils Strategic Asset
Allocation framewaork.

Maturity analysis

The table below analyses the Group's financial liabilities into relevant maturity groupings based on
the remaining period ai the reporting date fo the contractual maturity date. The balances in this
table do not correspond io the balances in the Statement of financial position , since the table
presents all contractual cash flows on an undiscounted basis.

B0
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CENTRAL BANK OF NIGERIA

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

{All amounts are in milfions of Naira, unless otherwise stated)

3.

3.4

Financial risk management and financial instruments classification {continued)
Risk management policies

Market risk

Market risk is the potential loss from adverse movements in market indices such as interest rates,
foreign exchange rates, equity prices and commadity prices which could adversely affect the Group's
earnings and capital, thereby inhibiting its ability to achieve its mandate and strategic objectives.

The Group adopts a conservative approach to risk taking in view of the potential impact of losses to
the economy and therefore does not ordinarily engage in active trading. However, it is exposed to
losses in its holdings of fixed income debt and developmental securities. The potential loss from these
instruments is mitigated by using appropriate limits and the engagement of fund managers with
specific mandates.

Key components of the Group's market risk include the following:

Interest Rate Risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market interest rates. The Group’s exposure to the risk of changes in market
interest rates relates primarily fo fixed rate financial assets and financial liabilities.

The Group's investment portfolio is comprised of bills, bonds, notes and cash depaosits in multilateral,
savereign, and supranationzl institutions spread across Europe, Asia and the United States of
America. The Group is exposed to the risk of movements in interest rates in these jurisdiclions.

To mitigate its interest rate risk, the Bank diversifies its portfolio and adopts appropriate guidelines and
standards set by the Bank's Investment Committee which details the types, tenor and limils of its
investments,

Commodity price risk

Commodity risk is the uncertainty in future income and value of a portfolio caused by fluctuation in the
price of commodities such as crude oil and agricultural products. As income from crude oil contribute
about 88% of the country's income stream, volatility in the price of crude oil affects accretion to
external reserves managed by the Group. Between January and December 2020, the bench mark
price of crude oil plummeted from USDE6.68 to USD50.59 (2019: crude oil increased from USD54.02
to USD67.77).

Equity price risk

The Group's unlisted equity securities are susceptible to market price risk arising from uncertainties
about future values of the investment securities. The Group manages the equity price risk by placing
limits on total equity instruments. The Group's Board of Directors reviews and approves all equity
investment decisions.

Foreign Exchange Risk

Foreign exchange risk is the risk of change in the value of the Group's investments due to movements
in exchange rates. Foreign exchange risk management is important given the Group's mandate to
maintain the external reserves in order to safeguard the international value of the Naira.
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CENTRAL BANK OF NIGERIA

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

(Al amounts are in millions of Naira, unless otherwise stafed)

3.

3.4.1

34.2

Financial risk management and financial instruments classification {continued)
Risk management policies

Management of market risk

The Group adopts a conservative approach to risk taking in view of the potential impact of losses 1o
the economy and therefore does not ordinarily engage in active trading. However, it is exposed {o
losses in its holdings of fixed income debt and developmental securities. The potential loss from these
instruments is mitigated by using appropriate limits and the engagement of fund managers with
specific mandates.

Interest rate risk

To mitigate the interest rate risk , the Group diversifies its portfolio and adopts appropriate guidelines
and standards set by the Group's Investment Committee which details the types, tenor and limits of its
investments.

Commodity price risk

Volalility in the price of crude oil affects accretion to exiernal reserves managed by the Group. The
Group continues to collaborate with other stakeholders to promote and advocate for the diversification
of the economy from status quo.

Equity price risk

The Group manages the equity price risk through diversification and by placing limits on individuzl and
total equity instruments. The Group’s equity investments are carried at fair value through other
comprehensive income (FVOCI).

Foreign exchange risk

The Group’s foreign exchange risk exposure is mitigated primarily by diversification of foreign
exchange porifolio with significant holdings in the curmency in which the highest amount of foreign
transactions are seitled; intervention in the local foreign exchange market and limils on foreign
exchange holdings by financial institutions.

Measurement of market risk

The Group adopted toels, techniques and methodologies such as correlation analysis, causal
analysis, duration, convexity, gap analysis, vulnerabilities, VaR, EaR, stop loss, and gain-loss spread
to monitor limits in line with the Group’s risk appetite.

The Group's aggregate market risk exposure is evaluated periodically to support risk decision making
and ensure optimal portfolio management.
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CENTRAL BANK OF NIGERIA

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

(All amounts are in millions of Naira, unless otherwise stated)

3.

Financial risk management and financial instruments classification {continued)

Risk management policies

Other risks faced by the Group include the following:

(a) Operational risk

Operalional Risk is the potential for loss resulting from failure or inadequacy of the Group's internal
processes, people, systems and from external events.

Operational risk management in the Group is aimed at ensuring that these risks are identified and
mitigated in a proactive and repeatable approach to ensure the Group is able to achieve its
strategic objectives.

The Group's operational risk management process involves risk identification, assessment,
treatlment, monitoring and reporting. The primary responsibility for identifying risk events affecting
the Group's operations, staff and Information Technology services resides with the Business Units.
Tools such as the Risk Control Self-Assessment (RCSA), Independent Risk Assessment {IRA)},
surveys and risk questionnaires are widely used for risk identification, assessment and mitigation.

Each risk identified is assessed based on the likelihood of their occurrence and impact on the
Group's operations. The evaluated risks are classified as ‘High', ‘Medium' or ‘Low' depending on
their severity. The Group's response to risk events includes ‘accept, ‘reduce’, ‘transfer/share' or
‘avoid',

The Group has initiated Business Continuity Management (BCM) processes to ensure its resilience
to threals that may impede the continuity of mandate-critical operations and allow business
operations retumn to pre-determined levels following a disruption.

{b) Reputational risk

The Group's reputation and credibility are critical 1o achieving its key policy objectives of monetary,
price and financial system stability. Reputational risk can arise from negative publicity arising from
the action or inaction of the Group and its employees etc.

The Board of the Bank has approved a reputational risk management framework in addition to
other policies to idenlify, assess and mitigale stakeholders' perception issues. The implementation
of the reputational risk framework is assisting the Group to maintain its credibiiity, build local and
international investor confidence and enhance its accountability.
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CENTRAL BANK OF NIGERIA

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

{All amounts are in millions of Naira, unless otherwise stated}

3.

Financial risk management and financial

{c¢) Legal risk

.5

(a)

Legal risk is defined as the risk of loss due to defective contractual arrangements, legal liability incurred
during operations by the inability of the Group to enforce its rights, or by failure to address identified
concems to the appropriate authorities where changes in the law are proposed.

The Group manages this risk by monitoring new legisiation, identifying significant legal risks as well as
assessing the potential impact of these,

Fair value measurement

IFRS 13 requires an entity lo classify, measure and disclose fair values according 1o a hierarchy that
reflects the significance of observable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are
categorised within the fair value hierarchy, which comprises of three levels as described below, based
on the lowest level input that is significant to the fair value measurement as a whole.

Assets and liabilities measured at fair value and for which fair value is disclosed

IFRS 13 specifies a hierarchy of valuation techniques based on whether the inputs to those valuation
techniques are observable or uncbservable. Observable input reflect market data obtained from
independent sources; unobservable inputs reflect the Bank's market assumptions

All assets and liabilities for which fair value is measured or disclosed in the financial statements are
categorised within the fair value hierarchy, described as follows, based on the lowest level input that is
significant to the fair value measurement as a whole.

s Level 1: Inputs that are quoted market prices (unadjusted) in active markets for identical assets or
liabilities.

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

In conclusion, this category is for valuation technigues for which the lowest level input that is significant
to the fair value measurement is directly or indirectly observable.

o Level 3: Inputs for the asset or liability that are not based on observable market data {unobservable
inputs). This category includes all assets and liabilities for which the valuation technique includes inputs
not based on observable data and the unobservable inputs have a significant effect on the asset or
liability's valuation. This category includes instruments that are valued based on quoted prices for
similar instruments for which significant unobservable adjustments or assumptions are required to
reflect differences between the instruments.
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CENTRAL BANK OF NIGERIA

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

{Alf amountis are in millions of Naira, unless otherwise stated)

3.
35

Financial risk management and financial instruments classification (continued)
Fair value measurement - continued

{a} Financial instruments in level 1

The fair value of financial instruments traded in active markets Is based on quoted market prices at
the statement of financial position date. A market is regarded as active if quoted prices are readily
and regularly available from an exchange, dealer, broker, industry group, pricing service, or
regulatory agency, and those prices represent actual and regularly occurring market transactions
on an arm’s length basis. The quoted market prices used for financial assets held by the Bank are
the bid prices on the statement of financial position date.

The instruments included in Level 1 comprise primarily of debt securilies maintained as part of the
external reserves and local listed debt securities namely the Federal Government of Nigeria (FGN}
bonds.

Foreign debt securities
These are debt securities into which the external fund managers invest in. These debt securities
are held for maximising returns on the funds invesied.

Foreign debt securities are valued at the ruling bid prices on each reporting date. The external fund
managers perform the valuation based on ruling bid prices as obtained from various vendors such
as Thomsen Reuters, S & P, Pricing Direct, IDC and Bloomberg. The markel recognised sources
include official sources such as GEMMA for United Kingdom Gilts, iBoxx, which is the primary
source for UK and Euro corporate debt and evaluated prices for US Government bonds. In addition
Bloomberg generic may be used as a secondary source where required and for validation,
Alternate providers such as Market, iBoxx and index providers such as Barclays may also be used
to supplement pricing on particular asset groups. The debt security prices follows market prices on
a clean basis, i.e. without the inclusion of accrued income or similar payments.

Federal Government of Nigeria (FGN) bonds

These are Federal Government of Nigeria securities which are fair valued based on gquoted bid
prices. FGN bid prices are published on the FMDQ website.

The FMDQ publishes the bid prices on a daily basis, and the unadjusted prices reflect the market
value.

{b) Financial instruments in level 2

The fair value of financial instrumenis that are not traded in an active market (for example, over-the-
counter derivatives) is determined by using valuation techniques.

These valuation techniques maximise the use of observable market data where it is available and
rely as little as possible on entity specific estimates. If all significant inputs required 1o fair value an
instrument are observable, the instrument is included in level 2. If one or more of the significant
inputs is not based on observable market data, the instrument is included in Level 3,

The financial instruments falling into this category includes derivatives arising from forward
exchange coniracls and futures contracts entered into by the Bank and also those entered into by
the Fund managers on behalf of the Bank (that fall under external reserves).

The financial assets and financial liabilities that fall under this category are Nigerian treasury bonds,

loans and receivables, the Bank's instruments arising from its open market operations and
derivative assets and liabilities arising from open forward exchange contracts.
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CENTRAL BANK OF NIGERIA

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

(Alf amounts are in miflions of Naira, unless otherwise stated)

3.
3.5

Financial risk management and financial instruments classification (continued)
Fair value measurement - continued

{b) Financial instruments in tevel 2 - continued

Nigerian treasury bills

These are Federal Government of Nigeria securities which are fair valued based on guoted yield-to-
maturity and days lo maturity rates. The fair value of treasury bills is determined by reference to
quoted yield to maturities of the instrument as published on the FMDQ website. Nigerian Treasury
Bills are classified in Level 2 in the fair value hierarchy.

The FMDQ publishes the market yields on a daily basis, and the unadjusted yields are used o
determine the prices.

Long term loans

The fair values of loans and receivables are based on cash flows discounied using a rate based on
the market interest rate of borrowings rate of 11.5% (31 December 2019: 13.5%). The discount rate
equals to the ruling monetary policy rale as set by the Central Bank of Nigeria at the reporting
dates. The fair values are within Level 2 of the fair value hierarchy

Central Bank of Nigeria Open Market Operations (OMO) Instruments
The fair values of the OMO instruments is determined by reference to the quoted prices of similar
instruments, namely treasury bills issued by the Federal Government of Nigeria. The OMO Bills are
similar to treasury bills in that they are short term discounted instruments.

The fair value of treasury bills is determined by reference to quoted yield to maturities. The same
quoted yield to maturities for treasury bills was utilised to determine the fair values for OMQ Bills
that fall within the same maturity profile.

Derivatives in external reserves

The financial instruments falling into this category includes derivatives arising frem forward
exchange coniracts and futures contracts entered info by the Bank and also those entered into by
the Fund managers on behalf of the Bank. Derivatives arising from forward arrangements fall in
Level 2 while futures fall in Level 1 of the fair value hierarchy.

{c) Financial instruments in level 3

Unquoted equity shares

The fair values of the unquoted equity shares have been estimated using the Market approach
(Price to Book and a Regression analysis of the Price to Book). The valuation requires
management to make certain assumptions about the model inputs, including forecast cashflows,
the discount rate. The probabilities of the various estimates within the range can be reasonably
assessed and are used in management's estimate of fair value for these unquoted equity
investments.

(d) Carrying amounts that approximate fair values

The carrying amount for deposits, IMF related liabilities, notes and coins in circulation, IMF related
assets, Deposit, money placement, current account with foreign banks, domiciliary accounts,
sundry currency, travellers cheques, cash and cash equivalents, other assels and other liabilities
that are financial instruments approximate their fair values hence have not been disclosed.

(e) Transfers between the fair value hierarchy categories

During the reporting periods covered by these annual financial statements, there were no
movemenis between levels as a result of significant inputs to the fair valuation process becoming
observable or unobservable.
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CENTRAL BANK OF NIGERIA
NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2020

(All amounts are in millions of Naira, unless otherwise stated)

3.
3.5

Financial risk management and financial instruments classification {(continued)

Fair value measurement - continued

(e) Transfers between the fair value hierarchy categories - continued

Description of significant unobservable inputs to valuation:
The significant unobservable inputs used in the fair value measurements categorised within Level 3
of the fair value hierarchy, together with a quantitative sensitivity analysis as at 31 December 2020

and 2019 are as shown below:

Valuation Significant Range
technique unobservabl (weighted
e inputs average)
Equity Market Liquidity/Mark 2020: 5% -
Instruments in  approach etability 10%
unquoted equity (F/B discount 2019: 5% -
shares - NDIC ~ Multiple) 10%
Long-term 2020: 5% -
operating 10%
margin 2019: 5% -
10%
Equity Market Liquidity/Mark 2020: 5% -
Instruments in  approach etability 10%
unquoted equity (P/B discount 2019: 5% -
shares - IILMC  Multipie) 10%
2020: 5% -
10%
2019: 5% -
10%

108

Sensitivity of the input to fair value

+-10% (2020: +-10%)
increase/decrease in the marketability
discount would result in
(decrease)fincrease in fair value by
N5,188,028,344 (2019;
N4 912,758,715)/ N4,912,758,715)

+/-5% (2020; +/-5%) increase/decrease
in the marketability discount would result
in (decrease)/increase in fair value by
N2,594,014,172 (201%;
N2,456,379,358/N2,456,379,358)

+/- 10% (2019: +/-10%)
increase/decrease in the marketability
discount would result in
decreasefincrease in fair value by
N374,580,889 (2019: N324,306,099)

+/- 5% (2019: +/-5%) increase/decrease
in the marketability discount wouid result
in decreasefincrease in fair value by
N187.290,445 (2019: N162,153,049)



CENTRAL BANK OF NIGERIA

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2020
{All amounts are in millions of Naira, unless otherwise stated)

3. Financial risk management and financial instruments classification (continued)

3.5 Fair value measurement - continued

{e) Transfers between the fair value hierarchy categories - continued
Description of significant unchservable inputs to valuation - continued

Significant Range
Valuation unobservabl (weighted
technique e inputs average)

Equity Market Liquidity/Mark 2020: 5% -
Instruments in  approach etability 10%
unquoted equity (F/B discount
shares - Muttiple) 2019: 5% -
AFREXIM 10%
2020: 5% -
10%
2019: 5% -
10%

Sensitivity of the input to fair value

+f- 10% (2019: +/-10%)
increase/decrease in the marketability
discount would result in
decreasefincrease in fair value by
N20,272,310,729 (2019
N11,428,452,186)

+/- 5% (2019; +/-5%) increasefdecrease
in the marketability discount would result
in decreasefincrease in fair value by
N10,136,155,365 (2019:
N5,714,226,093)

The discount for lack of marketability represents the amounts that the Group has determined that

market participants wouid take into account when pricing the investments.

Reconciliation of fair value measurement of unquoted equity shares classified as FVOCI

financial assets:

International

African Nligeria Islamic
Export Deposit Liquidity
Import  Insurance Management
Bank Corporation Corporation
{Afrexim) (NDIC) of Malaysia Total
N'million N'million N'million N'million
As at 1 January 2019 - 39,890 3,712 43,602
Additions during the year 114,285 - - 114,285
Remeasurement recognised in OC] - 9,238 (469) 8,769
As at 1 January 2020 114,285 49,128 3,243 166,656
Remeasurement recognised in OCI 88,439 2,752 503 91,694
As at 31 December 2020 202,724 51,880 3,746 258,350

4 Capital management

The Bank does not have any regulator that sets and manitors its capital requirements. There is no
regulation for the Bank to maintain a prescribed ratio of lotal capital to total risk-weighted assets.
Section 4 (1) of the Central Bank of Nigeria Act No.7, 2007 gave approval to the increase in
authorised capital of the Bank from NS billion to N100 billion and Section 4 (2) provides that all the
capital of the Bank shall be subscribed and held only by the Federal Government of Nigeria.

The Federal Government of Nigeria is the sole subseriber to the paid up capital of the Bank and its
holding is not transferable in whole or in part nor is it subject to any encumbrance.
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5 Interestincome Group Bank
2029 2019 2020 2019
5a Interest and similar income
calculated using the effective
interest method N'million N'million N'million N'million
Analysis by lype:
Loans and receivables 1,155,283 776,807 1,169,285 763,693
Asset Management Corporation of
Nigeria (AMCON) Notes 256,084 241,680 256,084 241,680
Federal Government Securities 118,449 241,485 78,377 239,569
Time deposits and money placements 47,350 188,066 44 613 184,924
Other foreign securities 61,114 23,327 61,114 23,327
1,638,280 1,471,365 1,609,474 1,453,193
§b Other interest and similarincome Group Bank
2020 2019 2020 2019
N'million N’'million N'million N'million
Other foreign securities classified as
FVTPL 111,400 87,867 111,400 87,867
Total interest and similar income 1,749,680 1,559,232 1,720,874 1,541,060
Group Bank
2020 2019 2020 2019
Analysis by geographical location: N'million N'million N'million N'million
Domestic 1,529,816 1,258,972 1,503,747 1,244,942
International 219,864 299,260 217,127 296,118
1,749,680 1,559,232 1,720,874 1,541,060
Classification of interest and similar income arising from financial instruments is indicated below:
Group Bank
2020 2019 2020 2019
N'million N'million N'million N’'million
Income from debt instruments
measured at amortised cost 1,634,663 1,465,883 1,605,857 1,447,711
Income from debt instruments
measured at FVOCI 3817 5,482 3617 5,482
Income from debt instruments
measured at FVTPL 111,400 B7.867 111,400 87,867
1,749,680 1,659,232 1,720,874 1,541,060

110



CENTRAL BANK OF NIGERIA
NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

(Al amounts are in millions of Naira, unless olherwise slated)

Interest and similar expense
calculated using the effective
interest method

Central Bank of Nigeria Instruments
issued

Securities lending

Depuosits

Loans

Commitment and service charge on
Nigerian Mortgage Refinance
Company Loan

Lease liabilities (Note 29e}

Bank borrowings and charges
Swap Contract

Debenture

Fees and commission income

Foreign exchange earnings
Fees
Commissions

Group Bank
2020 2019 2020 2019

N’'million N'million N'million N'million
1,544,332 2,170,805 1,544,310 2,170,805
53,534 45,103 53,534 45103
1,919 4,210 1,918 4,210

4,091 602 - -
- 510 - 510
176 138 176 138

35 5 - -

83,153 - 83,153 -

7,608 - S -
1,694,848 2,221,373 1,683,092 2,220,766

Group Bank
2020 2019 2020 2019

N'million N'million N'mitlion N'million
46,702 45,813 46,702 45813
10,496 15,967 8,807 15,774
4,102 2,466 4,102 2,466
61,300 64,246 59,611 64,053

Foreign exchange earnings represents commission income from the sale of foreign currency and other

related transactions.

Fees and commissions represent income from processing currency, Bureau de Change application and
registration, commission on fund transfers and other banks and financial institutions application and

licensing fees.

Fees and commission income are recognised at a point in time.

Net fair value gains on financial
instruments

Net realised gains on financial assets

at FVTPL

Group Bank
2020 2019 2020 2019
N'million N'million N'million N'million
8,188 50,183 8,168 50,183
8,188 50,183 8,188 50,183

Nel realised gain on FVTPL instruments includes the results of buying and selling of financial assets.
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Group Bank
9 Other operating income 2020 2019 2020 2019

Notes N'million N'million N'million N'miilion
Fair value gains on Gold Bullion 9c¢ &16g 106,421 379,933 106,421 379,933
Net realised gains on derivative 153,597 300,839 153,597 300,839
instruments
Realised gains on foreign exchange 9a 292,384 260,766 292,371 261,772
revaluation
Gains on derecognition of financial Sd - 85,753 - 95,753
assels
Dividend income 42 4,821 7,859 13,058
Other income 9b 64,361 50,038 62,622 49 580
Gains on sale of property, plant and 94 2 94 2
equipment :
Recoveries from OTC FX Futures - 2,370 - 2,370

617,962 1,094,522 622,964 1,103,317

9a The foreign exchange revaluation gains represent foreign exchange differences arising from the
translation of debt instruments denominated in foreign currencies that are included in external reserves.

9b Other income consist of sale of bank publications and foreign exchange forms, service charge for
Banking operation, supplier management fees, penalties account for late/non-submission, museum
souvenir sales, Commercial Agriculture Credit penalty and surcharges and Investment Income on OTC
FX Margin Funding.

9c This represents the fair value gain on Gold Bullion during the year. For the year ended 31 December
2020 and 2019, the Bank has applied the accounting guidelines issued by the Financial Reporting
Council of Nigeria in December 2019 and with partial revision in February 2021 and had measured ils
Gold Bullion at fair value through profit or loss.

9d Gains on derecognition of financial assets represents the difference between the carrying amount of a
receivable from the Federal Government and the consideration received, being equity investments in
African Export-import Bank (Afrexim) which was measured at fair value at the date of recognition.

10 Net change in fair value during the year of financial assets at FVOCI
The befow shows the net change in fair value during the year recorded in other comprehensive income;

Group Bank
2020 2019 2020 2019
N'million N'million N'mitlion N'million
Debt instruments at FVOCI (Note 19} (70) 94 (70) 94
Equity instruments at FVO((Note 19) 91,694 8,769 91,694 8,769
91,624 8,863 91,624 8,863
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11 Personnel expenses
Other staff allowances
Defined benefit plan expenses (Note 28)
Wages and salaries

Other staff expenses (Note 11a)
Pension costs — Defined contribution
plan (Note 28)

Group Bank

2020 2019 2020 2019
N'million N'million N'million N'million
103,798 102,232 103,798 102,232
28,787 17,245 26,519 17,239
28,527 28,071 23,198 21,888
9,822 10,515 9,822 10,515
12,667 9,971 12,667 9,971
183,601 168,034 176,004 161,845

11a Other staff expenses includes medical expenses, gratuity paid to retired staff, vehicle grant allowance

and other staff provisions.

12 Currency issue expenses
Currency issue expenses

13 Other operating expenses
Adminisirative expenses
Banking sector resolution sinking cost
fund (note 13a)
Net unrealised losses on foreign
exchange revaluation (note 13e)
Intervention activities expenses (note
13b)
Repairs and maintenance
Bank charges
Professional fees
Directors' related expenses
Audit fees
Donations
Losses on disposal of intangible
OTC FX fulures transaction fee
Technical assistance expense
Losses on sale of property, plant and
equipment
Property, plant and equipment write-off
Cost of sales (13c)
Loss on deemed disposal of associates
(13f)
Modification Loss {13d)

Group Bank
2020 2019 2020 2019
N'million N°million N'million N’'million
7,478 10,207 64,458 85,300
7,478 10,207 64,458 85,300
Group Bank
2020 2019 2020 2019
N'million N’'million N'million N'million
62,017 69,331 48,919 55,064
50,000 50,000 50,000 50,000
198,888 49,763 199,252 49,763
28,633 21,483 28,633 21,483
11,130 7.087 10,853 6,728
877 1.598 877 1,120
847 749 697 635
1,080 617 480 617
684 616 600 550
435 249 435 249
- 58 - 58
8,390 16 8,390 16
59 - - -
6 117 - -
- 1,380 - -
34,525 43,739 - -
1,789
23,170 - 23,170 -
422,530 246,813 372,306 186,283
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13
13a

13b

13c

13d

Other operating expenses
The Banking sector resolution sinking cost fund represents the annual contribution by CBN to the
Banking Sector Resolution Sinking Cost Fund.

Intervention activities expenses represents expenses carried out by CBN in connection with national
security, federal government, state securities, armed forces where there is imporiant need for the fund.
All payments made in relation to intervention aclivities embarked on by the Group are expensed as
incurred. However, payments made by the Group in relation to intervention activities on behalf of the
Federal Government are recognised as receivables and are fully impaired after 12 months if the amount
is not received from the Federal Government. During the year, the Group fully impaired N4.7 billion of the
payment made on behalf of Federal Government that were in arrears for more than 12 months

Cost of sales relates {o the expenses incurred by one of the subsidiaries in respect of production of
currency notes and coins. They include cost of raw materials, employee benefit expenses relating to
production staff, electricity and diesel expenses, depreciation and repairs and maintenance.

In order to cushion the adverse impact of Covid-19 pandemic, the Bank in its mandate announced policy
measures which include: Extension of moratorium for its intervention loans for a further period of twelve
months and reduction in interest rate for one year period effective from 1 March 2020. In furtherance of
this, the Bank carried out 28 modification assessment as at 1 March 2020 on all the affected intervention
loans. The modifications were not substantial and the Bank did not derecognise any of ils modification
loans. Rather, the Bank recognised a modification loss of N23,170 million which was the difference
between the gross carrying amount of the loans at modification date and present value of the loan
calculated using the new contractual cashflow and original EIR.

13e The foreign exchange revaluation losses represent foreign exchange differences arising from the

translation of debt instruments denominated in foreign currencies that are included in external reserves.

13f During the year, the Bank's associates issued a right issue to their existing shareholders in which the

14

Bank did not subscribe. The Bank's investment in associates was diluted and resulted into a loss on
deemed disposal on investment in associate of N1,73 billion,

Credit loss expense

The table below shows the ECL charges on financial instruments other than trade receivables for the
year recorded in the income statement:

31 December 2020

Group Stage 1 Stage 2 Stage 3 Total
N'million N'million N'million N'million
External reserves Note 16 (522) = = (522)
Loans and receivables Note 18 100,823 B4 14,311 115,218
Debt instruments
measured at amortised Note 19 536 - - 536
cost
Other assels Note 22 4,733 - - 4,733
Loan commitments Note 32 (20,519) : . (20,519)
Total impairment loss 85,052 84 14,311 99,446
The helow shows the ECL reversal on trade receivables for the year recorded in the income statement:
Trade receivables (Note 18) (783)
Total credit loss expenses 98,663
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14

15
15a

Credit loss expense - continued
31 December 2019

Group Stage 1 Stage 2 Stage 3 Total

N'million N'million N'million N'million
External reserves Note 16 (3.329) o s {3,329}
Loans and receivables Note 18 98,146 - 53,283 151,429
Other assels Note 22 (86,230) - - (86,230)
Loan commitments Note 32 20,252 - - 20,252
Total impairment loss 28,839 - 53,283 82,122
The below shows the ECL charges on trade receivables for the year recorded in the income statement:
Trade receivables 636
Total credit loss expenses 82,758
31 December 2020
Bank

Stage 1 Stage 2 Stage 3 Total

N'million N'million N'million N'million
External reserves Note 16 (522) - - (522)
Loans and receivables Note 18 94 423 84 14,311 108,818
Other assets Note 22 4733 - - 4733
Loan commitments Note 32 (20,519) - - (20,519)
Total impairment loss 78,115 84.00 14,311 92,510

31 December 2019

Bank
Stage 1 Stage 2 Stage 3 Total

N'million N'million N'million N'million
Extermal reserves Note 16 (3,329} - - (3,329)
Loans and receivables Note 18 97,973 - 53,283 151,256
Other assets Note 22 (86,230) - - (86,230)
Loan commitments Nole 32 20,252 - - 20,252
Total impairment loss 28,666 - 53,283 81,949
Taxation
Income tax expense
Bank

The Bank is not subject to tax in respect of its functions under the Central Bank of Nigeria Act. CBN is
exempted from the payment of income tax under the Companies Income Tax Act. 1979. The Group's tax
expense arose from its subsidiaries.
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15 Taxation - continued

Group
Consolidated income statement Group Bank
2020 2019 2020 2019

Current income tax N’'million N'million N'million N'million
Income tax 4,883 6,208 - -
Tertiary education tax - 20 414 - -
ITF levy - 22 - -
(Over)/under provision in prior years (2,158} 128 - -

2,745 6,772 - -
Relating to origination and reversal of
temporary differences (Note 15¢) 1,947 560 - -
Income tax expense reported in the
income statement 4,692 7,332 - -

The tax on the Group’s profit before tax differs from the theoretical amount that would arise using the

weighted average tax rate applicable to profits as follows

Reconciliation of effective tax rate Group Bank
2020 2019 2020 2019

N'million N'million N'million N’'million
Profit before tax 35,506 41,970 1,251 2,966
Tax calculated at 30% 10,652 12,591 - =
Adjusted for:
{Over)/under provision in prior years (2,158} 128 - -
ITF levy e 22 - -
Tertiary education tax 20 414 - -
Share of profit or loss of associates (9.721) {10,080) - -
Tax exempt income {687,615) (771,240} - .
Tax exempt expenses 693,514 775,507 . 2
At the effective income tax rate of
13% (2019: 17%) 4,692 7,332 - -

15b Current Income tax payable
The movement in tax at the end of the year is as follows:
Group Bank
2020 2019 2020 2019

N'million N'million N'mitlion N'million
At 1 January 8,472 3,041 - -
Payments during the year {1,763) (1.061) . -
WHT utilized during the year - (280) - =
{Over)/under provision in prior years (2,158) 128
Income tax 4,883 6,208 - -
Education tax 20 414 - -
ITF levy - 22 - -
At 31 December 8,454 8,472 - -
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16 Taxation - continued
15c Deferred tax
Deferred tax relates to the following:

Group
Statement of financial
position Income statement
2020 2019 2020 2019

N'million N'million N'million N'million
Accelerated depreciation for tax purposes 14,759 12,911 1,848 c
Unrealised foreign exchange differences 56 (13) 69 =
Impairment allowance on trade receivables (101) (101) o C
Provisions (99) (132) 33 -
Employee benefits (1.237) (1,237) c 560
Fair value adjustments (3) (3) S
Deferred tax expense 1,947 560
Net deferred tax liabilities 13,375 11,428
Reflected in the statement of financial position as follows;
Deferred tax liabilities 13,375 11,428
Deferred tax liabilities 13,375 11,428
Reconciliation of deferred tax liabilities

Group Bank
2020 2019 2020 2019

N'million N'million N'million N'million
At 1 January 11,428 10,868 - -
Tax expense during the period
recognised in income statement 1,847 560 - -
As 31 December 13,375 11,428 = -

Deferred income taxes are caleulated on all temporary differences under the liability method using an
effective tax rate of 30 % (2019: 30 %).

The analysis of deferred fax liabilities is as follows;

Group Bank
2020 2019 2029 2019
N'million N'million N'million N'million

Deferred tax liabilities:
- Deferred tax liability to be settled 13,375 11.428 - -
after more than 12 months

13,375 11,428 - 5

The Group offsels tax assets and liabilities if and only if it has a legally enforceable right to set off current
tax assels and current tax liabilities and the deferred tax assets and deferred tax liabilities relate o
income taxes levied by the same tax authority.
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16

16a

Notes
i6a and 16b

External reserves

Convertible currencies
Iinternational Monetary
Fund Reserve tranche

Gold Bullion 169

Maturity analysis

Current
Non-current

Convertible currencies comprise:

-Time deposits and money placements
-Other foreign securities  (Note 16 (c & d)
-Current accounts with foreign Banks

-Domiciliary accounts
-Sundry currencies and travellers’
cheques

Less: Allowance for expected credit losses

Group Bank
2020 2019 2020 2019
N'million N'million N'million N'million
14,729,149 13,915,819 14,729,149 13,915,819
23 23 23 23
534,051 379,952 534,051 379,952
15,263,223 14,295,794 15,263,223 14,295,794
Group Bank
2020 2019 2020 2019
N'million N'million N'mitlion N'million
9,455,784 9,630,633 9,455,784 9,630,633
5,807,439 4,665,161 5,807,439 4,665,161
15,263,223 14,295,784 15,263,223 14,295,794
Group Bank
2020 2019 2020 2019
N'million N'million N'million N'million
6,662,665 6,611,914 6,662,665 6,611,914
5,407,900 4,305,261 5,407,500 4,305,261
223,442 444 953 223,442 444 953
2,285,062 2,335,810 2,285,062 2,335,810
150,980 219,303 150,980 219,302
14,730,049 13,917,241 14,730,049 13,917,241
(900} {1.422) (200) (1,422)
14,729,149 13,915,819 14,729,149 13,915,819

Included in convertible currencies (time deposits and money placements, current accounts with foreign
Banks, other foreign securities and domiciliary accounts) is an amount of N3,179 billion (31 December
2019: N3,112 billion), which represents the Naira value of foreign currencies held on behalf of customers
in various foreign accounts for letters of credit transactions and other purposes. The corresponding

liability for this amount is included in deposits. (See Note 25b).

Also included in convertible currencies (time deposits and money placements, current accounts with
foreign Banks, other foreign securities and domiciliary accounts) is cash received from Goldman Sachs
and J. P. Morgan. The Group entered into a securities lending agreement with Goldman Sachs and J. P.
Morgan and as part of the agreement, the Group pledged its holdings on foreign securities in return for

cash.
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16

16b

16¢c

16d

16e

External reserves - continued

Convertible currencies are further
analysed by currency as follows:

United States Dollar
Chinese Renminbi
British Pounds Sterling
Euro

Japanese Yen

Others

Other foreign securities are further
analysed as follows:

Externally managed fund
Internally managed fund
Current account balances

Other foreign securities are further
analysed as foliows:

Short term deposits
Debt securities:

- FVTPL

- Amortised cost
Derivatives:

- Futures contract

- Forward contracts

Cash and bank balances

Cash at bank (local and foreign)
Cash and bank balances

Group Bank
2020 2019 2020 2019
N'million N'million N'million N'million
12,627,079 12,485,818 12,627,079 12,485,818
1,759,478 1,141,128 1,759,478 1,141,126
144,851 123,857 144,851 123,657
69,245 57,545 69,245 57,545
14,637 14,591 14,637 14,591
113,859 93,082 113,859 93,082
14,729,149 13,915,819 14,729,149 13,915,819
Group Bank
2020 2019 2020 2019
N'million N'million N'million N'million
3,737,853 2,864,798 3,737,853 2,864,798
1,536,745 1,262,891 1,536,745 1,262,891
133,302 177,572 133,302 177,572
5,407,900 4,305,261 5,407,900 4,305,261
Group Bank
2020 2019 2020 2019
N'milllon N'million N'miliion N'million
133,635 18,653 133,635 18,653
3,376,812 2,752,955 3,376,812 2,752,955
1,536,745 1,262,891 1,535,745 1,262,891
(476) {445) {476) {445)
361,185 271,207 361,185 271,207
5,407,900 4,305,261 5,407,900 4,305,261
Group Bank
2020 2019 2020 2019
N'million N’'million N'million N'million
61,652 234,661 S -
61,652 234,661 - -

Cash and cash equivalents comprise time deposits, balances with local and foreign banks and sundry

currency balances.

For the purpose of the statement of cash flows, cash and cash equivalents comprise the following at 31

December:
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16 External reserves « continued

Group Bank
2020 2019 2020 2019
N’'million N'millien N'million N'million
Time deposits and money placements 6,662,665 6,611,914 6,662,665 6,611,914
Current accounts with foreign banks 223,442 444 953 223,442 444 953
Domiciliary accounts 2,285,062 2,335,810 2,285,062 2,335,810
Cash at bank (local and foreign) 61,652 234,651 - -
Other foreign securities - short term
deposits 133,635 18,653 133,635 18,653
Sundry currencies and travellers’
cheques 150,980 219,303 150,980 219,303
9,517,436 9,865,294 9,455,784 9,630,633
Less: Restricted cash (Note 16e(i)) 5 {81,673) - {81,673)
9,517,436 9,783,621 9,455,784 9,548,960

16e(i) Included in current account with foreign banks is an amount of N81.67 billion ($224 million), which

represents restricted cash of N72.90 billion ($200 million) to Process and Industrial Developments
Limited (P&ID) on behalf of the Federal Government of Nigeria and N8.77 billion ($24 06 million) to AIC
Limited on behalf of the Federal Airport Authority of Nigeria {(FAAN). As at 2020 reporling year, the
money has ceased to be a restricted cash as the Bank has full access to the amount as at the reporing
date.

16f Convertible currencies that are subject to impairment under IFRS 9 are as follows:
Group Bank
2020 2019 2020 2019
Amortised cost N'million N'million N'million N'million
-Time deposits and money placements 6,662,665 6611914 6,662,665 6,611,914
~Other foreign securities:
Short term deposits 16d 133,635 18,653 133,635 18,653
Bebt securities 16d 1,536,745 1,262,891 1,536,745 1,262,891
-Current accounts with foreign 16a
banks 223,442 444 953 223,442 444,953
-Domiciliary accounts 16a 2,285,062 2,335,810 2,285,062 2,335,810
-Sundry currencies and travellers'
cheques 150.980 219,303 150,980 219,303
10,992,529 10,893,524 10,992,529 10,893,524
Convertible currencies that are not subject to impairment under IFRS 8 are as follows:
FVTPL Group Bank
2020 2019 2020 2019
-Other foreign securities: N'million N'million N'million N'million
Debt securities {Note 16d) 3,376,812 2,752 955 3,376,812 2,752,955
- Derivatives:
- Futures contract (Note 16d) (476) {445) (476} (445)
- Forward contracts (Note 16d) 361,185 271,207 361,185 271,207
3,737,521 3,023,717 3,737,621 3,023,717
14,730,050 13,917,241 14,730,050 13,917,241

120



|4 |

629'766'0L & . 625'266'01 0Z0Z Jaquanaq Lg Iy
(seg'see‘'s) - e (geg'geg'a) (syo ajum Buipnjoxa) pledas Jo pasiubooalep sjassy
£v8'LIE6'9 - - £re'iC6'0 paseyasnd 10 pajeuiBuo s)asse man
vzs'ceg'ol s g ¥ZS'c68'0L 0Z0z fenuer | je se junowe Buplues ssolg
uoljiw,N uoj|jsw,N uocH|jw,N uolj)us,N
1mol ¢ abelg Z abeig | abeig
0202
‘SMOJ|0} SB S| S3AIISAL |BLI3IXS 0) uoliejal ul sasuemo(je 103 Buipuodsancs ay) pue Junowe Buiueo ssoib ay) ul sabueyd jo sishjeue uy
¥25'€68°01 : S ¥25'c68'01 625'266'0L & S 6292660} Ieol
6va'ase’L - - 679'96€°L £81°929'L = S £81'525'L {a - gag) epesb piepurlg
618'96¢'6 S - 5/9'96%'6 ape'29v'6 - - 9vE'Z9¥'6 (v - vvv) apesb ybiy
Bujumopiad
uo)|jel,N uoyjjjw,N UoHIIWLN uo|jw,N uof|jju,N uoljw,N uoliw,N _ uoypuw.N
18104, ¢ abelg Z abeig } abeig lejoL ¢ abeg z abeig L abeig (d3S)

apesb Bupes jeusayxy

640z (114114

‘Gb'Z’°E DION Ul INO 13§ e SISEQ BAIIII||0T 40 [ENPIAPUI UE L0 Paje|ndjes 218 S3oUBMOjje 793 Jayiaym uo sawijod pue
T2t 910N Wl pauiejdxa ase wajsAs Buipesb jewaxa s dnoi ay; Jo sie)aq ‘seouemol(e Juswanedun jo ssoib ale pajuasald SHUNDWE SYL UOIEBIYISSE
pug-sead pue wajsis Bunes ppato jeuiaixe sdnoio ay) uo paseq ysu HpasY O} aunsodxa wnwixew ay} pue Apenb ppais eyl smoys mojaq 3|qe) BYL

‘TOQAL PUR JSOD PasIUOLUE Je Syduel | aAlasay pungd AJEJ2uoyy [BUOIJEUISIU| PUE SBIOUSLND SIGINSAUOD J0) BIE MOjaq ]9 JOj 23UEMO||e 3y |
BA18834 |BILAIXD 40 FoUBMO]|E Jualredi|

penupues - SaAlasal [eaxy 9l

{pajeis esImIBy)O SSBIUN ‘BABN }O SUOHIW Uf 8le SIUNOWe ly)

0202 YH389IN=2234 LE J3AN3 Yv3A FHL ¥0d

SINJWALVYLS TTVIONVNI4 31YHVYdIS AONY Q3LVAITOSNOD 3HL OL S3LON
VIE3ODIN 40 MNVE TVHINID



Zeit

‘0182 S Ng1 AQ pl2y sanun2as ubiasanos

uoc 703 syuow-z| ay) jey} uondwnsaid sjqepngal e S| a1ay) ueg syl Jo ainjeu anbiun 3 UO pRSEg PaISPISLOI USAG SABY |SpowW 0T 3y} Japun
yoeoidde jualpadxa |eajoesd sy ‘sjesse |eroURUY YINS JO) PUB HPSID PaIDadxe SYILOW-Z| 1O POSSOSSE BISM HSI HIPRJD MO| BARY JEY) S)FSSe [RIouRUL

zz¥') - - zzv'L
{€E09'P) - - (09w
vLZ'L - - A
1SL'y - - LS2'Y
uoyjiw,N uoyjw,N uolIIWLN  uolI,N
lejoL t abelg z abeig | abeyg
006 - - 006
{zzv'L) s e (zz¥'L)
006 - - 006
't - - Zzv'L
uoyiuI,N uoy)jw,N uolIWLN  uOl N
G ¢ abelg z abelg | abejg
v25'c68°04 - - ¥25'c68°01
(zvs'gee’z) - - {Zr2'8€6'2)
8v0'869 - - 810’869
BIZ'VEL'EL - - BLZ'PEL'EL
uopw,N uoj(Iiw,N uoyuwL,N  uoluLN
EEN ¢ abelg z obgg | abelg
6102

¥l 8IoN
Pl SI0N

bl SION
Pl 910N

6102 J1aquadaq Lg 1Y

(spo sjum Buipnoxa) predal Jo pasiubooasap sjassy
paseyoind Jo pajeuibuo sjasse mapN

6L0Z Alenuep | 1B SE 3aduemojje 103

0202 Jequwisdag 11y

(spo ajum Bupn|axa) pleds. o pasjufodalap sjassy
paseya:nd 10 pajeusbuo sjasse map

0Z0Z Adenuep | 1e se asuemoj|e 193

6102 18quadaq ¢y

{slo ajum Buipnjoxa) piedal Jo pasiubiooaiap sjassy
paseyoind 1o pajeulfiuo siasse maN

L0z Aenuer 3 e se Junowe Bullues ssoig)

pPeNuUUOI - 8AI8SAl [EWLIA}XD JO} DIUEMO|e Judwsied w)

panuiuod - SOAI9594 |EULBIXT

9l

{pBjels aswuaLIo SSajUN ‘BHEN JO SUOHIL Ul aJe Sjunowe Ky)

0202 H39W3034 LE A2AN3 ¥Y3A IHL HOA
SINIWILVLS TTVIONYNIA 31YHVYdAS ANY d3LvaITOSNOD 3HL 0L S3LON
YIH3OIN 40 YMNVE TVHLNID



EZT

9zZ0'c08‘L LL9'¢ 986'951'¢ 60p'9 S20°c08'L L19'E 986'95L'C  60F'9
¥21'SE8 GL9'L zlz'szg 6.9l vi1'GE8 G/9'L giz'ses Gl9'L
158296 Lb6'L rrz'Lee’es ¥eL'y 198°296 L¥6'L PLL'LEE'T  pEl'Y
£9€'v96 GEE'L 1ge'gze'es LZL'y £9¢'¥96 6E6'L lgz'aze's  LZL'v
£2 - 8z o £¢ o ;T4 S
Sop'E ] Gob'e i GOp'E ] SOP'E i
£EP'c92'L 8cs'c £P9'PE6’L 8Z6'c £EP'E9L’L 8e5'e £Y9'PEE'L  8Z6'C
062'910°1 6€0'2 050'602'1 1+ rd 062'810't 6£02 090'60Z'L GSS¥'C
vl vl 66b'L £96'GTL cLr'L ErL'ive 66b'L £85'62L Eip"1
uoyjuw,N uomIWHas  uolw,N uollw,}yas  uolnw,N uogue Qs uoliw,N  uoyiwN¥Aas
6102 0z0Z 6102 020z
jueg dnoug
TS6'6.E LSO'vES 796'6.€ 150'vES
££6'6.€ LZF'90L €E6'6.LE Lzv'aol
= 829ty o 829'LF
6l 256'6.¢€ 6l 266'6.€
uojiw,N uoju,N uo|jiw,N uoljjw,N
6102 0202 6102 0z0Z
juegq dnoig

P.LL 3i0N - siyBry Bumeiq)
|etadg jo uonedo))y

Ut

9JON - safiiqel| JiNl B0l

sanunaag 4|
€ 'ON Wnoday 4|

L "ON 1UN022Y JIN
sanhiqen]

Gl S1ON - 4N Ul Blony
BLl 310N - siubiy

Bumelg |eoadg jo sBuipjoH
51988y

sasuejeq pajejal (41} pund Alelauop [eUOn BUIALY

Jaquianag LE 1e se sduejeg

(g 210N) uoyng piocy uo suieb anjea ne4

uleb sbueyoxa ubialiog pasiesiun

Arenuep | 1e se aoueeg

uojj|ng pjoo) 10} s|shjeue Juswaroy

penuuo?d - SaAIISaL |BUIB)XT

A}

Bal
9l

{pajels asiMiBy)O SSejun ‘BABN JO SUOHIL Ul 88 SIUNOLWE [iy)

020Z ¥39W3230 L€ A3AN3 ¥VY3A FHL HO4

SINIWILVLS TVIONYNIA LVHVdIS ANV Q31vVaAITOSNOJ 3HL OL S3LON
VIUIOIN 4O MNVE TVHLINID



CENTRAL BANK OF NIGERIA

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

(All amounts are in millions of Naira, unfess otherwise stated)

17

17a

17b

International Monetary Fund (IMF} related balances - continued

The Central Bank of Nigeria is the fiscal and deposilory agent of the Federal Republic of Nigeria for
transactions with the Inernational Monetary Fund (IMF). Special Drawing Rights (SDR) are issued by
the International Monetary Fund (IMF) to member countries and represent allocations available to these
member countries in managing and meeting their sovereign payment obligations. Financial resources
availed to Nigeria by the Fund are channeled through the Bank. The Bank presents the holdings and
allocations of the IMF SDR as an asset and liability, respectively, in the stalement of financial position.
Repayment of the IMF loans as well as charges is the responsibility of the Bank. The SDR balances in
IMF accounts are translated into Naira and any unrealized gains or losses are netted off in Other assels
(receivable from Federal Government of Nigeria in respect of SDR}). The IMF calculates the daily value
of the SDR in terms of the United States of America (US) Dollars by reference to a valuation basket of
four currencies (USD, GBP, Euro & Japanese Yen).

Group Bank
2020 2019 2020 2019
N'million N'million N'million N'million
IMF Holdings of Special Drawing Rights 725,583 747,143 725,583 747,143
At 1 January 747,143 639,070 747,143 639,070
Interest earned during the year 2,528 7,869 2,529 7,869
Interest charged during the year (15,230) (8,048) {15,230) (8,048)
Exchange (losses)/gains (8.859) 108,252 (8,859) 108,252
At 31 December 725,583 747 143 725,583 747,143
Maturity analyslis
2020 2019 2020 2019
N'million N'million N'million N'million
Current 725,583 747,143 725,583 747,143
725,583 747,143 725,583 747,143
2020 2019 2020 2019
N'million N'million N'million N'millien
Quota in International Monetary Fund 1,209,060 1,016,290 1,209,060 1,016,290
At 1 January 1,016,290 1,046,449 1,016,290 1,046,449
Exchange gzin/(loss} 192,770 {30,159) 192,770 (30,159)
At 31 December 1,209,060 1,016,290 1,209,060 4,016,290
Maturity analysis
2020 2019 2020 2019
N'million N'million N'million N'million
Non-current 1,209,060 1,016,290 1,209,060 1,016,290

1,209,060 1,016,290 1,209,060 1,016,290
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CENTRAL BANK OF NIGERIA

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

{Al amounts are in millions of Naira, unless otherwise stated)

17

17c

17d

International Manetary Fund {IMF) related halances - continued

The quota in International Monetary Fund is the reserve franche held with the IMF by member states. It
represents non-interest bearing insirument,

Financial assets that have low credit risk were assessed for 12-months expected credit losses and for
such financial assets, the practical expedient approach under the ECL model have been considered.
Based on the unique nature of CBN's role, there is a rebuitable presumption that the 12-months ECL on
sovereign securities held by CBN is zero,

2020 2019 2020 2019
N'million  N'million N'million N'million
IMF related liabilitles 2,331,714 967,851 2,331,714 967,851
At 1 January 967,851 998,012 967,851 998,012
Addition” 1,042,343 - 1,042,343 -
Exchange gains/(losses) 321,520 (30,161) 321,520 (30,161)
At 31 December 2,331,714 967,851 2,331,714 967,851

* This represenis the purchase of SDR2,454,500,000 under the Rapid_Einancing Instrument (RFI).
Based on the swift message from IMF to Nigeria, the Central Bank of Nigeria received the payments for
value date 30 April 2020,

* Addition during the year are not considered as part of cashflows as they relate to Federal Government
of Nigeria (FGN) liabilities to IMF.

Maturity analysis
2020 2019 2020 2019
N'million N'million N'million N’'million
Current 2,331,714 967,851 2,331,714 967,851

2,331,714 967,861 2,331,714 967,851

IMF related liabilities represent other payables owad by the Federai Government of Nigeria (FGN) to the
General Resources Account of IMF.

2020 2019 2020 2019
N'million  N'million N'million N'million
IMF allocation of Special Drawing Rights 825,272 835,174 825,272 835,174
At 1 January 835,174 714,179 835,174 714,179
Exchange (losses)/gains (9,902) 120,995 (9,902) 120,995
At 31 December B25,272 835,174 825,272 835,174
Maturity analysis
2020 2019 2020 2019
N'million  N'million N'million N'million
Current 825,272 835,174 825,272 835,174

825,272 835,174 825,272 835,174
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CENTRAL BANK OF NIGERIA

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2020

(All amounts are in millions of Naira, unless otherwise stafed)

18 Loans and receivables

Asset Management Corporation of Nigeria
(AMCON) Notes

Overdraft balances and short term advances

Long term loans

Bank of Industry Debenture {BOI)
Bank of Industry Loan (BOI)

Real Sector Support Facility (RSSF)

Nigerian Mortgage Refinance Company Loan

Other loans

Nigerian Treasury Bonds

NESI Stabilization Strategy Limited loan
NESI NBET Payment Assurance Facility

Loans to Deposit Money Banks on Commercial

Agricuftural Credit Scheme
Micro Small and Medium Entreprise loans

Nigeria Incentive-Based Risk-Sharing System
for Agricuitural Lending Debenture (NIRSAL)

Staff loans
NHFP Subordinated loan to MFB

6% Perpetual Debentures in Nigerian Export

Import Bank {NEXIM)

Advances to Federal Mortgage Bank of Nigeria

Trade receivables

Export Development Facility

Non oil export facility

Anchor Borrowers' programme
Accelerated Agricuitural Development
Africa Finance Corporation

Creative Industry Initiative
Promissory Notes

NESI Stabilization Strategy Limited Debenture

Group
2020 2019
N'million N'miltion
3,967,147 4,058,006
13,038,862 8,692,403
1,708,425 1,738,710
630,869 535,000
201,035 101,052
209,969 230,718
37,612 37,613
247,939 256,651
19,067 31,036
935,339 724,821
244,147 288,752
241,471 261,421
12,355 14,363
181 379
1,243 1,293
9 9
10,240 3,399
100,590 50,855
33,802 26,559
424 016 34,274
16,338 5,082
- 80,940
2,736 -
322,673 265,812

Bank
2020 2019
N'million N'milllon
3,967,147 4,058,006
13,038,862 8,692,403
1,708,425 1,738,710
630,869 535,000
201,035 101,052
209,969 230,718
37,612 37,613
116,252 116,255
19,067 31,036
117,459 190,458
935,339 724 821
244 147 288,752
241,471 261,421
77,362 76,637
12,355 14,363
181 379
1,243 1,293
9 9
100,590 50,855
33,802 26,559
409,066 37,184
16,338 5,082
- 80,940
2,738 -
322,673 265,812
508,988 218,670

Less: Allowance for ECL (Note 18 & Note 3.2.4)

Maturity analysis

Current
Non-current

22,406,065 17,440,088

(469,118)

(354,683)

22,952,997 17,784,928

(462,408)

(353,590}

21,936,947 17,085,405 22,490,589 17,431,338

Group

2020
N'million
10,240
21,926,707

2019
N'million
145,017

16,940,388

Bank

2020
N'million

22,490,589

2619
N'million

17,431,338

21,836,947 17,085,408

22,450,589 17,431,338
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CENTRAL BANK OF NIGERIA

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

{All amounts are in milfions of Naira, unless otherwise staled)

18

18a

Loans and receivahles - continued

The increase in ECLs of the portfolio was driven by an increase in the gross size of the portiolio and
movements between stages as a result of increases in credit risk and a deterioration in economic
conditions. Further analysis of economic factors is outlined in Note 3.2

Impairment allowance on Trade receivables
The below shows the ECL reversal on trade receivables for the year recorded in the income
statement:

Group
2020 2019
N'million N'million
As at 1 January 2,574 1,938
{Reversal)/Charge for the year (Note 14) (783) 636
As at 31 December 1,791 2,674

Overdraft balances and short-term advances:
Qverdraft balances represent lending fo customers and are collateralized by Nigerian treasury bills
and Federal Government bonds.

Bank of Industry Debenture {BOI):

The Bank purchased N535 billion debenture stocks issued by the Bank of Industry {BOI) in 2010.
The investment is to fund intervention activities initiated by the Bank and was execuled through the
BOl. The sum of N300 billion wilt be applied to power projects, N200 bilion applied to the
refinancing/ restructuring of Deposit Money Bank's existing foan portfolios to Nigerian small and
medium scale enterprise and manufacturing sector with N35 billion to the manufacturing sector.

Long-term loans:
Long-term loans consist of facilities granted to AMCON, FGN and other banks.

Other loans:
Other loans represent facilities given to distressed and liquidated banks.

6% Perpetual Debentures in Nigerian Export Import Bank {NEXIM)
This refers fo CBN's investment in debentures of the Nigerian Export-Import Bank (NEXIM).

Nigeria Incentive-Based Risk-Sharing System for Agricultural Lending (NIRSAL) Debenture

The Bank invested in N72.5 debenture stocks issued by NIRSAL Plc in 2014. The investment is to
fund the agricultural financing mechanism initiated by the Bank to unlock and upscale lending,
reduce transaction costs and establish sustainable financial delivery platiorms for agricultural
business in the country. The purpose is fo spark agricultural industrialization process through
increased production and processing of the greater part of the farm produce/output in the country 1o
boost economic earnings across the value chain.
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18 Financial investments other than those measured at FVTPL

Group Bank
2020 2019 2020 2019
N'million N'million N'million N'million
{a} Debtinstruments measured at FVOCI
Government debt securities
Nigerian Treasury Bills 1,368 44,074 1,368 44,074
FGN Bonds - 349 - 349
Total debt instruments
measured at FVOC) 1,368 44,423 1,368 44,423
Group Bank
Maturity analysis 2020 2019 2020 2019
N'million N’'million N'million N'million
Current
1,368 44,074 1,368 44 074
Nen-current - 349 - 349
1,368 44,423 1,368 44,423
Group Bank
2020 2018 2020 2019
N'million  N'million N'million  N'million
(b) Equity instruments measured at FVOCI
Nigeria Deposit Insurance Corporation {NDIC)
51,880 45,128 51,880 48,128
International Islamic Liquidity Management 3,746 3,243 3,746 3,243
Corporation of Malaysia
African Export Import Bank (Afrexim) 202,723 114,285 202,723 114,285
Total equity instruments 258,349 166,656 258,349 166,656
Group Bank
2020 2019 2020 2019
N'million N'million N'million N'million
(c) Debt instruments at amortised cost
Government debt securities
Investment in AMCON Bonds 929,807 915,502 929,907 915,502
FGN Bonds 1,764,465 1,775,576 1,669,852 1,685,996
Nigerian Treasury Bills 433,828 390,021 433,828 388,071
3,128,200 3,081,099 3,033,687 2,989,569
Other debt securities
Corporate Bonds 206,934 10,605 - -
Investment in FARMSMART 321 425 - -
3,335,455 3,092,129 3,033,587 2,989,569
Less: Allowance for ECL* (536) - - -
Total debt instruments at
amortised cost 3,334,919 3,092,129 3,033,587 2,989,569
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19 Financial investments other than those measured at FVTPL - continued

Group

* An analysis of changes in the gross carrying amount and the corresponding ECL allowances in relation
to debt instruments at amortised cost is as follows:

Gross carrying amount as at 1 January
New assets originated or purchased
Assets derecognised or repaid (excluding
write offs)

At 31 December

ECL altowance as at 1 January
New assetls originated or purchased

Assets derecognised or repaid (excluding
write offs)

At 31 December

Maturity analysis

Current

Non-current

2020
Stage 1 Stage 2 Stage 3 Total
N'million N'million N'million N'million
3,082,129 - - 3,092,129
243,326 - . 243,326
3,335,455 - - 3,335,455
2020
Stage 1 Stage 2 Stage 3 Total
N'million N'million N'million N'million
536 - - 536
536 - - 536
Group
2020 2019 2020 2019
N'million N'million N'million N'million
640,762 400,626 433,828 388,071
2,604,693 2691,503 2,599,759 2,601,498
3,335,456 3,092,129 3,033,587 2,989,569

More information regarding the valuation methodologies can be found in Note 3 5.
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19 Financial investments other than those measured at FVTPL - continued

(M

Equity investments at FVOCI

Internation
Nigeria alIslamic
Deposit  Liquidity African
Insurance Manageme Export
Corporatio nt Import Bank
n (NDIC) Corporatio {Afrexim) Total
N'million N'million N'million  N'million
Balance as at 1 January 2619 39,890 3,712 - 43,602
Investment during the year - - 114,285 114,285
Fair value gain/{loss) during the 9,238 (469) - 8,769
year
Balance as at 31 December 2019 49,128 3,243 114,285 166,656
Fair value gain during the year 2,752 503 88,439 91,694
Balance as at 31 December 2020 51,880 3,746 202,723 258,349

As at year ended 31 December 2020, valuation experts carried out the valuation of these investments
using the Market approach {(corroborative calculations). This methed considered assumptions and
valuation inputs in arriving at the fair value of the investment as at the end of the reporting period and
this gave rise to fair value gains/(losses) on NDIC IILMC and AFREXIM.

Equity investment in International Islamic Liquidity Management Corporation of Malaysia {IILMC)

The International Islamic Liquidity Management Corporation is an international institution established on
25 October 2010 by central banks, monetary authorities and multilateral organisations to create and
issue short-term Shari'ah-compiiant financial instruments to facilitate effeclive cross-border Istamic
liguidity management. By creating more liquid Shari'ah-compliant financia! markets for institutions
offering Islamic financial services (IIFS), the IILM aims to enhance cross-border investment flows,
international linkages and financial stability. The Bank holds an investment in the equity of IILMC. The
Bank paid a total of USD 5,000,000 since the establishment of ILMC. The proportion of the Bank equity
interest to the total holding in this Corporation is 6.67%. These shares are measured at fair value with
gainsflosses recognised in OCI.

Equity investment in Nigeria Deposit insurance Corporation (NDIC}

The Nigeria Deposit Insurance Corporation (NDIC) was set up to insure all deposit liabilities of licensed
banks and other insured financial institutions so as to engender confidence in the Nigerian banking
system; to give assistance io insured Institutions in the interest of depositors, in case of imminent or
actual financial difficulties of banks particularly where suspension of payments is threatened, and
avoiding damage to public confidence in the Banking sysiem; to guarantee payments to depositors, in
case of imminent or actual suspension of paymenis by insured Institutions up 1o the maximum as
provided and to assist moneiary authorities in the formulation and implementation of policies so as io
ensure sound Banking practice and fair competition amang insured institutions in the Nigeria,
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(ii)

20

Financial investments other than those measured at FVTPL - continued
Equity investment in Nigeria Deposit Insurance Corporation {NDIC) - continued

The Bank paid a tolal of N1.38billion since the establishment of NDIC. The proportion of the Bank equity
interest to the total holding in this institution is 60%. However, the Federal Ministry of Finance which
holds the remaining 40% has power to direct the relevant activities of the Corporation. These shares are
measured at fair value with gains/losses recognised in OCL.

Equity investment in African Export Import Bank (Afrexim)

The African Export - Import Bank was set up in October 1993 for the purpose of stimulating a consistent
expansion, diversification and development of African trade to rapildly increase Africa's share of global
trade. Afreximbank has four classes of shares — A, B, C and D. The Bank's investment falls under the
“Class A" shares which are held by African Governments/States, their public instilutions or their
designated institutions, including continental, regional, and sub-regional financial institutions. The
proportion of the Bank equity interest to the total holding in this institution is 13%.

Reconciliation of net gains/losses recognised in OCi and fair value reserve on debt instruments
at FVCCGI:

Group and Bank

Unquoted
equity
instrument Quoted debt
s instruments Total

N'million N'million N’'million
As at1 January 2019 42,222 (7) 42,215
Remeasurement recognised in OCI (Note 10) 8,769 94 8,863
As at 31 December 2019 50,991 87 51,078
Remeasurement recognised in OCI (Note 10) 91,694 {70} 91,624
As at 31 December 2020 142,685 17 142,702
Group Bank

2020 2019 2020 2019
Investments in subsidiaries N'million  N'million N'million N'million
Nigerian Security Printing and Minting Plc C - 42,89 42,891
(NSPM)
Nigeria [ncentive-Based Risk-Sharing System - - 2,500 2,500
for Agricultural Lending Ple (NIRSAL)
NES| Stabilization Strategy Limited (NESI) - - 10 10
Total investments - - 45,401 45,401
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20

Investments in subsidiaries - continued

Maturity analysis
2020 2019
N'million N'million
Non-current 45,401 45,401
45,401 45,401

Percentage shareholding

CBN holds 89.52% equity interest in NSPM Plc. The subsidiary is held by CBN te meet its functions as a
Central bank and is thus of a long standing nature. NSPM is a company whose main business activity is
the printing and minting of Nigerian banknotes and coins respectively. It also prints security documents
and products for other businesses. The investment in NSPM is caried at cost less impairment in the
separate financial statements. The principal place of husiness and country of incorporation is in Abuja,
Nigeria.

CBN has not made any capital commitments to NSPM. The risk that CBN is exposed to as a result of
controlling NSPM is limited to providing additional capital in the event that NSPMC fails to meet ils own
working capital requirements.

The CBN holds 100% equity interest in NIRSAL. The subsidiary was set up by the CBN to spark
agricultural industrialization process through increased preduction and processing of the greater part of
the farm producefoutput in the country to boost economic earnings across the value chain. The principal
place of business and country of incorporation is in Abuja, Nigeria.

The CBN has capital commitments of N689 million to NIRSAL. The risk that the CBN is exposed to as a
result of controlling NIRSAL is limited to providing additional capital in the event that NIRSAL fails to
meet its own working capital requirements. The additional investment in NIRSAL relates to below market
rate debenture issued by NIRSAL to CBN.

The CBN holds 99.99% equity interest in NESI. NESI is a company whose primary activities are 1o
promote long term suslainability and efficiency of the Nigeria Electricity Supply Industry through the
initiation and encouragement of programmes and the creation of mechanisms and processes
fundamental to the growth and bankability of the Nigerian Electricity Supply Industry, The principal place
of business and country of incorporation is in Abuja, Nigeria.

The CBN has capital commitments on N147.87 billion to NESI. The risk that the CBN is exposed o as a

result of controlling NESI is limited to providing additional capital in the event that NESI fails to meet its
own working capital requirements.
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20 Investments in subsidiaries (continued)

The summarised financial information of these subsidiaries is provided below. This information is based
on amounis before inter-company eliminations.

{a) Nigerian Security Printing and Minting Pic. (NSPM)
Summarised statement of profit or loss and other comprehensive 2020 2019
income

N'miltion N'million

Revenue 58,043 75,093
Cost of sales (38,224) (47,140)
Administrative expenses (5,146) {7,907)
Other operating income 589 227
Finance income 372 -
Finance cosis {35) {1,767)
Profit on ordinary activities before tax 15,599 18,506
Income tax expense {4,710) (5,922)
Profit after tax 10,889 12,584
Other comprehensive income - -
Total comprehensive income for the year 10,889 12,584
Afiributable to:

Equity holders of parent 10,469 12,352

Non-controlling interest 420 232
Summarised statement of financial position 2020 2019

N'million N'million

Inventories and cash and cash equivalents (current) 44,435 29.082
Property, plant and equipment and other non-current assets 53,356 56,762
Trade and other receivables and retirement benefit surplus 21,260 26,330
Trade and other payables (current) {8,602) {13,080)
Liabilities (non-current) (12,995) (16,220}
Other liabilities (current) (9,235) {6,380)
Total equity 88,219 76,494
Attributable to:

Equity holders of parent 86,770 75,695

Non-controlling interest 1,449 799
Summarised cash flow information for year ended 2020 2019

N'million N'million

Operating 17,440 20,119
Investing (551) (3,603)
Financing (35) {12,419)
Net increase in cash and cash equivalents 16,854 4,097
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20 Investments in subsidiaries {continued)

{a) Nigerian Security Printing and Minting Plc. (NSPM) - continued

Proportion of equity interest held by non-controlling interests

Accumulated balances of material non-controlling interests

%

(b) Nigeria Incentive-Based Risk-Sharing System for Agricultural Lending Plc (NIRSAL)

Summarised statement of profit or loss and other comprehensive
income

Interest income

Interest expense

Other operating income

Administrative expenses

Other expenses

Profit on ordinary activities before tax
Income tax expense

Profit after tax

Summarised statement of financial position

Cash and cash equivalents (current)
Investments

Other assels

Liabilities (non-current)

Other liabilities (current)

Total equity

Summarised cash flow information for year ended
Operating

Investing
Net increase/{decrease) in cash and cash equivalents

138

%

10.48 10.48
2020 2019
N'million  N'million
9,245 8,017
2020 2019
N'million N'million
14,877 15,519
(2,008) (2,543)
874 413
{1,003) {1,330}
{10,641) {11,348)
2,009 711
2,009 711
2020 2019
N'million  N‘'million
13,602 18,287
109,550 102,132
22,484 18,523
(103,674) (85,259)
(2,866) {(7.787)
39,096 45,896
2020 2019
N'million N'million
3,209 7,259
230 {12,297)
3,439 (5,038)
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20 Investments in subsidiaries {continued)

{c) NESI Stabilization Strategy Limited {NESI)

Summarised statement of profit or loss and other comprehensive 2020 2019
income

N'million N'million
Interest income 47,242 14,652
Other income 351 .
Interest expense (43,474) (8,7986)
Administrative expenses (3,362) {3,621)
Other expenses (82) (2)
Profit on ordinary activities before tax 675 2,233
Income tax expense {293) {765)
Profit after tax 382 1,468
Summarised statement of financial position 2020 2019

N'million  N'million
Cash and cash equivalents (current) 113,822 278,793
Trade and other receivables {current) 585,477 140,107
Trade and other payables (current) {132) (971)
Liabilities (non-current) (695,559}  (404,191)
Other liabilities (current) (293) {10,075)
Total equity 3315 3,663
Summarised cash flow information for year ended 2020 2019

N'million N'million
Operating (50,551) 11,589
[nvesting (103,714} 13,537
Financing 204,294 221.400
Net increase in cash and cash equivalents 60,029 246,226
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21a

Group Bank
Percentage
shareholding 2020 2019 2020 2019
Investments in associates N'million N'million N’'million N'million
Africa Finance Corporation 42.4% 343,818 296,554 77,118 77,118
(AFC)
Nigerian Export Import Bank 50% 20,487 20,046 25,000 25,000
{NEXIM)
Bank of Industry (BOI) 5.2% 20,281 18,638 7,655 7,655
Bank of Agriculture {BOA) 14.0% - - 4,027 4,027
Agricultural Credit Guarantee 40.0% 3.528 3,343 1,200 1,200
Scheme Fund (ACGSF)
Nigeria Commodity Exchange 59.7% - - 408 408
{NCX}
National Economic 3.6% - - 100 100
Reconstruction Fund
(NERFUND)
FMDQ-OTC Security Exchange 15.4% 6,136 2,975 100 100
Nigeria Inter-Bank Settlement 36% 922 717 53 53
System {(NIBSS)
Nirsal Microfinance 40% 2,849 2,000 - -
398,021 344,273 115,681 116,661
Less: Impairment allowance (Note 21a) - - (4,535) {4,535)
398,021 344,273 111,126 111,126
Maturity analysis
2020 2019 2020 2019
N'million  N'million N'million N'million
Non- 398,021 344,273 111,126 111,126
current
398,021 344,273 111,126 111,126

A reconciliation of the allowance for impairment losses for investment in associates, by investees, is as

follows:

Bank

As at 31 December 2019
Impairment charged during the year
As at 31 December 2020

National
Nigeria Economic
Bank of Commodity Reconstructi

Agriculture Exchange on Fund
(BOA) {NCX) (NERFUND) Total
N'million  N'million N'million  N'millien
4,027 408 100 4,535
4,027 408 100 4,635
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Investments in associates - continued

The Group holds unlisted equity investments in various enlities that are classified as associates. The
percentage shareholdings held by the Group and the cost of the investments are presented above.

The investees are involved in activities that promote economic growth and development in Nigeria,
which goals form part of the Group'’s agenda and mandate. The risks faced by the Group as a result of
these investments is limited to the original cost invested,

The Group has not made any capital commitments to any of the associates. The investments are
carried at cost less impairment in the separate financial statements and equity accounted in the
consolidated financial slatements. Information about the activities of the associates are presented
below:

Africa Finance Corporation (AFC)

AFC is a private sector-led Pan African multilateral development finance institution, with a capital base
of US$1.2 billion, established to be a catalyst for private sector infrastructure investment across African.
AFC not only provides access to finance, deal structuring and sector technical experise, but also
advisory services, project development capacity, and funding to bridge the infrastructure investment and
access deficits, in the core infrastructure sectors of power, nalural resources, heavy industry, transport
and telecommunications, all critical pillars for economic growth across Africa. its principal place of
business is in Lagos, Nigeria. The Group's interest in AFC is accounted for using the equity method in
the consolidated financial statements,

Nigerian Export import Bank {NEXIM)

A foremost bank of its nature in Africa, NEXIM was established to carry on the business of provision of
export credit guarantee and export credit insurance facilities to its clients, provision of ecredit in local
currency to its clients in support of exports, establishment and management of funds connected with
exports, maintenance of a foreign exchange revolving fund for lending to exporters who need to import
foreign inputs to facilitate export production, maintenance of a trade information system in support of
export business and provision of domestic credit insurance where such a facility is likely {0 assist
exports. Its principal place of business is in Abuja, Nigeria. The Group's interest in NEXIM is accounted
for using the equity method in the consolidated financial statements.

Bank of Industry (BOI)

The Bank was incorporated as a private limited liability company under the name Nigerian Industrial
Development Bank Limited on 22 January 1864 and it changed its name fo Bank of Industry Limited by
a special resolution passed at an extra-ordinary general meeling held on 5 October 2001, The principal
activity of the group is the provision of development financing services. Its principal place of business is
in Lagos, Nigeria. The Group's interest in BOI is accounted for using the equity method in the
consolidated financial statements.

Bank of Agriculture (BOA)

The Bank was incorporated on 24 November 1972 as Nigerian Agricultural Bank Limited, changed its
name to the Nigerian Agriculiural and Co-operative Bank Limited (NACB) in 1978 and later changed to
Nigerian Agricultural Co-operative and Rural Development Bank Limited (NARCDB) on 29 December
2000. It enlarged it object clause to include the total development activities of the Peoples Bank of
Nigeria and also acquired the risk assels of the Family Economic Advancement Program (FEAP).
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Investments in associates - continued

Bank of Agriculture (BOA} - continued

On 6 October 2010, the Bank further changed to Bank of Agriculture Limited. The Bank is fully owned by
the Federal Government of Nigeria through the Ministry of Finance Incorporated and the Central Bank of
Nigeria. The Bank grants Micro and Macro loans for Agricultural production, processing and marketing
and other financial services, but as from 1 April 2006, marketing ceased to be one of the Bank's
principal activities. It also engages in the business of stimulation of rural savings as well as provision of
loans to small scale enterprises in order to develop the economic base of the low income populace. lis
principal place of business is in Kaduna, Nigeria. The Group's inferest in BOA is accounted for using the
equity method in the consolidated financial statements.

FMDQ-OTC Plc

FMDQ OTC PLC was incorporated in Nigeria under the companies and Allied matters Act on 6 January
2011 as a public liability company, and was licensed by the Securities and Exchange Commission on 6
November 2012 to perform the function as a securities exchange and self regulatory organisation. The
principal activities of the Company are developing, organising and regulating the platform for listing,
quotation, registration and trading of debt securities and currencies. lts principal place of business is in
Lagos, Nigeria. The Group's interest in FMDQ is accounted for using the equity method in the
consolidated financial statements.

Agricultural Credit Guarantee Scheme Fund (ACGSF)

The Fund was established by the Agricultural Credit Guarantee Scheme Fund Decree (No 20) of 1977.
The Fund was established for the purpose of providing guarantees in respect of loans granted for
agricultural purposes by any bank with a view to encourage banks to make advances to the agricultural
sub-sector of the economy. The Fund is managed by the ACGSF Board. The Board was dissolved in
October 2007. Its principal place of business is in Abuja, Nigeria. The Group’s interest in ACGSF is
accounted for using the equily method in the consolidated financial statements.

Nigeria Commodity Exchange (NCX)

The Nigeria Commodity Exchange(NCX) was originally incorporated as a Stock Exchange on 17 June,
1998. It commenced electronic trading in securities in May 2001 and was converted to a commodity
exchange on 8 August 2001 and brought under the supervision of the Federal Ministry of Commerce.
The conversion was premised on the need for an alternative institutional arrangement that would
manage the effect of price fluctuations in the marketing of agriculiural produce which has adversely
affected the earnings of farmers since the abolishment of commodity Boards in 1886. lis principal place
of business is in Abuja, Nigeria. The Group's interest in NCX is accounted for using the equity method in
the consolidated financial statements.

National Economic Reconstruction Fund (NERFUND)

The Fund was established in 1989 by the National Economic Reconstruction Act, Cap. 254, 1990 Laws
of the Federation (NERFUND Act) with the main objective of acting as a catalyst for the rapid rise of real
praduction enterprises in the country. To accomplish this, it is mandated to provide medium fo long term
financing to smail and medium scale enterprises, with special emphasis on the manufacturing and agro-
allied sectors. It is also saddled with the responsibility of ‘correcting observed inadequacies in the
provision of medium to long ferm financing to small and medium scale enterprises’ in the country. [ts
principal place of business is in Abuja, Nigeria. The Group's interest in NERFUND is accounted for using
the equity method in the consolidated financial statements.

142



CENTRAL BANK OF NIGERIA

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

(Al amounts are in millions of Naira, unfess otherwise sfaled)

21

Investments in associates - continued

Nigeria Inter-Bank Settlement System (NIBSS}

The Nigeria Inler-Bank Settlement System Ple. (NIBSS) was sel up by the decision of the Bankers
Committee in 1992, as a Banking Industry Shared-Service, to help streamline inler-bank payments and
settlement mechanisms, and to promote electronic paymenis in Nigeria, Incorporated in April 1993, it
commenced operations on the 13th of June 1994, The Bank holds an investment in the equity of NIBSS.
The proportion of the Bank equity interest to the total holding in this institution is 3.6%. These shares are
measured at cost less impairment losses. NIBSS is owned by all licensed banks and discount houses in
Nigeria, and the Central Bank of Nigeria. The Board consists of representatives of banks, Discount
Houses and the Managing Director of NIBSS with Deputy Governor (Operations), Ceniral Bank of
Nigeria, as the Chairman. lts principal place of business is in Lagos, Nigeria. The Group's interest in
NIBSS is accounted for using the equity method in the consolidated financial statements.

Nirsal Microfinance Bank Ltd

Nirsal Microfinance Bank Ltd was incorporated on 25 March 2019 as a private limited liability company
under the provision of the Companies and Allied Matter Act cap c20, LFN 2004, The Bank provides
banking services fo the general banking public. The Bank commenced operations in the same year on
20 July 2019 and obtained a provisional license to operate as a National Microfinance bank on 12 July
2019 from the Apex Bank. The Group holds an investment in the equity of NIRSAL Microfinance Bank.
The proportion of the Group equity interest to the total holding in this institution is 40%. These shares
are measured at cost less impairment losses lts principal place of business is in Abuja, Nigeria. The
Group's interest in NIRSAL Microfinance Bank is accounted for using the equity method in the
consolidated financial statements.

2020 2019
N'million N'million
Share of profit of associates 32,402 33,632
Share of OCI of associates 30,953 22,338

63,3585 95,970

Although the Group holds less than 20% of the equity shares of BOA, NIBSS, FMDQ OTC,
NERFUND and BOI, and it has less than 20% of the voting power at shareholder meetings,
the Group exercise significant influence over the relevant activities of the associates. Also,
CBN owns more than half of the vating right in NCX but does not have control since the
guidelines setting up NCX does not give CEN powers to direct the relevant activities of the
investee.

Summarised financial information in respect of each of the Group's material associates is set
out below. The summarised financial information below represents amounts shown in the
associates financial statements prepared in accordance with IFRSs (adjustments are made to
bring the accounting policies of the associates in line with those of the Group).
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CENTRAL BANK OF NIGERIA

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

(All amountis are in millions of Naira, unless otherwise slaled)

27

28

Group Bank
2020 2019 2020 2019
Bank notes and coins in
circulation N'million N'million N*'million N'million
Notes 2,906,186 2,440,702 2,906,186 2,440,716
Coins 1,336 1,329 1,336 1,329
2,907,522 2,442,031 2,907,522 2,442,045
Maturity analysis
2020 2019 2020 2019
N'million N'millien N'million N'million
Current 2,907,522 2,442,031 2,907,522 2,442,045

2,907,522 2,442,031 2,907,522 2,442,045

Bank notes and coins in circulation represents the face value of notes and coins in circulation.
Notes and coins held by the Bank which comprise cash in main vault, intermediary vault and
cashierfteller at the end of financial year have been netted off against the liability for notes and
coins in circulation because they do not represent currency in circulation.

Employee benefits

The Group engaged the services of Alexander Forbes Consulting Actuaries Nigeria (Brian Karidza
- FRC/2017/NAS/00000016625) to carry out an actuarial valuation of all the Group's employee
benefits as at 31 December 2020.

The table below outlines where the Group's post employment amounts and activity are included in
the financial statements

Group Bank
2020 2019 2020 2019
N'million N'million N'million N'million

Employee defined benefit liabilities recognised in statement of financial position:
Defined benefit liabilities:
Defined benefit pension scheme

(Note 28.1) 43,276 13,020 44,913 14,954
Post-employment gratuity scheme

(Note 28.2) 129,314 105,300 127,665 105,300
Long service awards (Note 28.3) 4,275 1,251 4184 1,181

Post-employment medical aid
scheme for pensioners

{Note 28.4) 10,899 9,735 10,899 9,735
Defined contribution liabilities (Note

28.5) 979 i 979 1
Liability in the statement of

financial position 188,743 129,307 188,640 131,171
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CENTRAL BANK OF NIGERIA

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

(All amountis are in miflions of Naira, unless otherwise staled)

28 Employee Benefits - continued

Group Bank
2020 2019 2020 2019
N'million N'million N'million N'million
Net benefit expenses recognised in income statement:
Defined benefit pension scheme 618 147 21 147
Post-employment gratuity scheme 23,038 15,465 21,390 15,466
Long service awards (Note 28.3) 3.875 398 3,854 392
Post-employment medical aid
scheme for pensioners (Note 28.4)
1,255 1,234 1,255 1,234
Total defined benefit expenses
(Note 11) 28,787 17,245 26,519 17,239
Defined benefit contributions (Note
28.5) 12,667 8.971 12,667 9,971
41,454 27,216 39,186 27,210

Remeasurement losses in other comprehensive income:

Defined benefit pension scheme 59,503 12,089 58,503 13,853
(Note 28.1)
Post-employment gratuity scheme 11,667 30,036 11,667 30,038
(Note 28 2)
Post-employment medical aid 517 930 517 930

scheme for pensioners (Note 28.4)

71,687 43,065 71,687 44,823

The amount recognised in the income statement under personnel expenses includes current
service cost, interest cost and expected return on plan assets past service costs and
remeasurement gains or losses (other long term employees benefit) on defined benefit schemes.

Maturity analysis Group Bank
2020 2019 2020 2019
N'million N'million N'million N'million
Current 979 1 979 1
Non-current 187,764 129,306 187,661 131,170
188,743 129,307 188,640 131,171
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CENTRAL BANK OF NIGERIA

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

(Al amounts are In milllons of Naira, unless otherwise stated)

28

28.2

Employee Benefits - continued

Post-employment gratuity scheme

The Group operates a non-contributory, lump sum, defined benefit gratuity scheme. Under this
scheme, qualifying employees are entitled to grafuity payments on exit from the Group after
completing 5§ years of continuous service with the Group. Under the previous framework, the Group
recognised yearly liabilities in its financial stalements under this scheme. However, under IFRS the
Group has engaged the services of an Actuary to estimate the gratuity plan's accrued liability for each
of the years. This plan is unfunded and the amounts recognised in the statement of financial position
have been appropriately recognised.

This plan is governed by the employment laws of the Bank. The level of benefits provided depends on
the member's length of service and salary at exit from the Bank. The fund has a legal form of a
foundation and It is governed by the Board of Trustees, which consists of an equal number of
employers and employee representatives.

The amounts recognised in the staterment of financial position are determined as follows:

Group Bank
2020 2019 2020 2019
N'million N'milfion N'million  N'million
Present value of obligations 129,314 105,300 127,665 105,300

The movement in the defined benefit liability over the year is as follows:
Group Bank
Present Present
value of value of
obligation obligation

N'million N'million

At 1 January 2020 105,300 108,300
Current service cost 7,186 7,196
Interest expense 15,843 14,194
23,039 21,390
Remeasurements:
Loss from change in financial assumptions 19,154 19,154
Experience adjustment {7.487) (7.487)
11,667 11,667
Benefits paid (10,692) (10,692)
At 31 December 2020 129,314 127,665
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CENTRAL BANK OF NIGERIA

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

{All amounts are in millions of Naira, unless otherwise stated)

28

28.2

Employee Benefits - continued

Post-employment gratuity scheme - continued
Group Bank
Present Present
value of value of
obligation obligation

N'million N'million

At 1 January 2019 64,344 64,344
Current service cost 4,433 4,433
Past service cost 329 329
Interest expense 10,704 10,704
15,466 15,466
Remeasurements;
Loss from change in financial assumptions 16,290 16,290
Experience adjustment 13,746 13,746
30,036 30,036
Benefits paid (4,546} (4,546)
At 31 December 2019 105,300 105,300

The remeasurements of the net defined benefit liability relates only to changes in financial
assumption.

The significant actuarial assumptions were as follows:

Financial Assumptions Bank

Long Term Average 20290 2019
Discount Rate (p.a) 7.4% 13.3%
Average Pay Increase (p.a) 7.4% 11.0%

Assumptions regarding future mortality are set based on actuarial advice in accordance with
published statistics and experience in each territory.

Demographic Assumptions
Sample Number of
age deaths in

year out of
Mortality in service Gt T
25 7
30 7
35 9
40 14
45 26
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CENTRAL BANK OF NIGERIA

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

(All amounts are in millions of Naira, unless otherwise stated)

28 Employee Benefits - continued

28.2 Post-employment gratuity scheme - continued

The Bank's sensitivity of the defined benefit obligation to changes in the weighted principal
assumption is:

Bank
Withdrawal from service Rate
e DU 2020 2019
Less than or equal to 30 5% 5%
31-39 4% 4%
40-44 3% 3%
45-59 0% 0%
60 100% 100%

Impact of defined benefit obligation

2020 2019
Base: Changein Impactof Impactof Impactof Impactofa
assumption an a an decrease

increase decrease Iincrease
N'millien  N'million  N'million N'miltion

Discount rate 1% {9.322) 10,778 (6,469) 6,804
Salary Increase rate 1% 10,738 (9.457) 7,037 {6,692)
Mortality experience 1year 1 (4} 101 (293)

The above sensitivity analysis is based on a change in an assumption while holding all other
assumptions constant, In practice, this is unlikely to occur and changes in some of the assumptions
may be correiated. When calculating the sensitivity of the defined benefit obligation to significant
actuarial assumptions the same method (present value of the defined benefit obligation calculated
with the projected unit credit method at the end of the reporting period) has been applied as when
calculating the pension liability recognised within the statement of financial position.

The methods and types of assumptions used in preparing the sensilivity analysis did not change
compared to the previous period.

The following payments are expected contributions to the defined benefit plan in future years:
2020 2019
N'million N'million

Within the next 12months (next annual reporling period} 8,921 10,699
Between 2 and 5 years 80,221 71,667
Between 5 and 10 years 66,402 103,744
Total expected payments 155,544 186,110

The average duration of the defined benefit plan obligation at the end of the reporting period is 5.66
years (2019: 4.33 years)

Through its defined benefit plans (post employment gratuity scheme) the Group is exposed to
inflation risk and mortality risk.
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CENTRAL BANK OF NIGERIA

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

{All amounts are in millions of Naira, unless otherwise stated)

28

28.3

Employee Benefits - continued

Long service awards

The Group provides its employees with a long service award at their tenth, fwentieth, thirlieth and
thirty-fifth year of employment with the Group irrespective of grade and department. This is a
graduated fixed sum cash award paid to staff after they have worked for any of these length of
service with the Group. The Group engaged the services of an Acluary to determine its liability with
respect to this scheme at the end of the reporting period.

The amounts recognised in the statement of financial position are determined as follows:

Group Bank
2020 2018 2020 2019
N'million N'million N'million  N'million
Present value of obligations 4,275 1,251 4,184 1,181
The mavement in the defined benefit liability over the year is as follows:
Group Bank
Present Present
value of value of
obligation obligation
N'million  N'million
At 1 January 2020 1,251 1,181
Current service cost 127 127
Interest expense 127 106
254 233
Remeasurements:
Loss from change in assumptions 316 316
Experience adjustment 3,305 3,305
3,621 3,621
Benefits paid (851) {851)
At 31 December 2020 4,275 4184
At 1 January 2019 964 9301
Current service cost 91 91
Interest expense 158 151
249 242
Remeasturements:
Loss from change in assumptions 222 222
Experience adjustment (72) {72)
150 150
Benefits payments {112) {(112)
At 31 December 2019 1,251 1,181
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{All amcunts are in millions of Naira, uniess otherwise stated)

28 Employee Benefits - continued
28.3 Long service awards - continued
The significant actuarial assumptions were as follows:

Financial Assumptions

Long Term Average 2020 2019
Discount Rate (p.a) 7.4% 13.3%
Average Pay Increase {p.a) 7.4% 11.0%

Assumptions regarding future maortality are set based on actuarial advice in accordance with

Demographic Assumptions
Sample Number of
age deaths in

year cut of
Mortality in service 10,000 lives
25 7
ki 7
35 9
40 14
45 26
Withdrawal from service Rate
aLELLT 2020 2019
Less than or equal to 30 5% 5%
31-39 4% 4%
40-44 3% 3%
45-59 0% 0%
60 100% 100%

The Group's sensitivity of the defined benefit obligation to changes in the weighted principal
assumption is:
Impact of defined benefit obligation
2020 2019
Base: Impact of Impact of Impact of
Change in an a an Impact of a
assumption increase decrease increase decrease
N'million N'million N'million  N'million

Discount rate 1% (266) 304 {64) 73
Salary Increase rate 1% 282 (252) 68 (61)
Mortality experience 1year 12 (13) 4 (3}
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28

28.3

Employee Benefits - continued
Long service award - continued

The Bank's sensitivity of the defined benefit obligation to changes in the weighied principal
assumption is:

Impact of defined benefit obligation
2020 2019
Base: Impact of impact of Impact of
Change in an a an Impact of a
assumption increase decrease Increase decrease
N'million N'million N'million  N'million

Discount rate 1% {266) 304 (64} 73
Salary Increase rate 1% 282 (252) 68 (61)
Mortality experience 1year (13) 12 4 3

The above sensilivity analysis is based on a change in an assumption while helding all other
assumptions conslant. In practice, this is uniikely to occur and changes in some of the assumptions
may be correlaled. When calculating the sensitivity of the defined benefit obligation to significant
actuarial assumptions the same method (present value of the defined benefit obligation calculated
with the projected unit credit method at the end of the reporting period) has been applied as when
calculating the pension liability recognised within the statement of financial position,

The methods and types of assumptions used in preparing the sensitivity analysis did not change
compared 1o the previous period.

The following payments are expected contributions to the defined benefit plan in future years:
2020 2019
N'million  N'million

Within the next 12months (next annual reporting period) 610 248
Between 2 and 5 years 2,357 757
Between 5 and 10 years 4,093 1116
Total expected payments 7,060 2,120

The average duration of the defined benefit plan obligation at the end of the reporting period is 7
years (2019: 5 years)

Through its other long term benefits (long service award) the Group is exposed to inflation risk.
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28

Employee Benefits - continued

28.4 Post-employment medical aid scheme for pensioners

The medical aid scheme is a scheme that is cumrently being operated by the Bank for the benefits of
the pensioners of the former defined benefit scheme which is made up of pensioners (i.e. those who
no longer work for the Bank). The pensioners are paid a fixed sum of amount twice every year, in
January and July of the same year. These payments made to the former employees are a function of
the beneficiaries' grade while in employment.

This plan is governed by the employment laws of the Bank, The fund has a legal form of a foundation
and Itis governed by the Board of Trustees, which consists of an equal number of employers and
employee representatives.

The amounts recognised in the statement of financial position are determined as follows:

Group Bank
2020 2019 2020 2019

N'million N'million N'million N'million

Present value of obligations 10,859 9,735 10,899 9,735

The movement in the defined benefit liability over the year is as follows:
Group Bank
Present Present
value of value of
obligation obligation

N'million  N'million

At 1 January 2020 9,735 9,735
Interest expense 1,255 1,255
1,255 1,255
Remeasurements:
Loss from change in financial assumptions 1,200 1,200
Experience adjustrnent (683) {683)
517 517
Benefits paid (608) (608)
At 31 December 2020 10,899 10,899
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28 Employee Benefits - continued
28.4 Post-employment medical aid scheme for pensioners - continued

Group Bank
Present Present
value of value of

obligation obligation

N'million N'million

At 1 January 2019 8,183 8,183
Interest expense 1,234 1,234
1,234 1,234
Remeasurements:
Loss from change in financial assumptions 1,175 1,175
Experience adjustment (245) (245)
930 930
Benefits paid {612) (612)
At 31 December 2019 9,735 9,735

The remeasurements of the net defined benefit liability relates anly changes in financial assumption.

The significant actuarial assumptions were as follows:

Financial Assumption

Long Term Average 2020 2019
Discount Rate (p.a) 7.5% 13.3%
Medical allowance increase rate 7.5% 11.0%

Assumptions regarding future mortality are set based on actuwarial advice in accordance with
published statistics and experience in each temitory.

Demographic Assumptions
Age of Average
pensioner expected

future
Mortality of pensioners Il_fetime
55 22

60 19

65 15

70 12

75 9
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(All amounts are in millions of Naira, unless otherwise stated)

28

Employee Benefits - continued

28.4 Post-employment medical aid scheme for pensioners - continued

28.5

The Bank's sensitivity of the defined benefit abligation to changes in the weighted principal
assumption is:
Impact of defined benefit obligation

2020 2019
Impact of Impact of Impact of
Change in an a an Impact of a
assumption increase decrease increase decrease
Base: N'million N'million N'million N'million
Discount rate 1% (1,037) 1,241 (836) 984
Inflation rate 1% 1,246 {1,061) 1,003 {B65)
Moriality rate 1 year (444} 455 355 (362)

The above sensitivity analysis is based on a change in an assumption while holding all other
assumplions constant. In practice, this is unlikely to occur and changes in some of the assumptions
may be correlated. When calculating the sensitivity of the defined benefit obligation to significant
actuarial assumptions the same method (present value of the defined benefit obligation calculated
with the projected unit credit method at the end of the reporting period) has been applied as when
calculating the pension liability recognised within the statement of financial position.

The methods and types of assumptions used in preparing the sensitivity analysis did not change

The following payments are expected contributions to the defined benefit plan in future years:
2020 201%
N'million  N'million

Within the next 12months (next annual reporting period) 722 508
Between 2 and 5 years 3,018 4,083
Between 5 and 10 years 4,376 6,093
Total expected payments 11,616 10,684

The average duralion of the defined benefit plan obligation at the end of the reporting period is 10
years (2019: 8.8 years)

Through its post-employment medical plans, the Group is exposed to inflation risk and mortality risk.

Defined contribution Habilities: Group Bank

2020 2019 2020 2019
Defined contributory scheme: N'millien N'million N'million  N'million
At 1 Januvary 1 (44) 1 (44)
Contributions 12,667 9,971 12,667 9,971
Amount remitted to selected Pension Fund
Administrators (11,689) _ (9.926)  (11,689) (9.926)
At 31 December a79 1 979 1
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CENTRAL BANK OF NIGERIA

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

(All amounts are in millions of Naira, unless otherwise stated)

29 Other liabilities - continued

Group Bank
2020 2019 2020 2019
29a Surplus payable to Federal
Government of Nigeria
N'million N'million N'million N'million
At 1 January 2,673 3,672 2,673 3,672
Transfer from income statement 1,000 2,373 1,000 2,373
Paid during the year (2,373) (3,372} (2,373) (3,372)
At 31 December 1,300 2,673 1,300 2,673

28b Banking sector resolution sinking cost fund:
The Banking seclor resolution sinking cost fund represents the total contributions by Eligible
Financial Institutions ("EFI") to establish the Banking Sector Resolution Cost Fund {“the Fund") in
Nigeria under the Assel Management Corporation Act and the memorandum of understanding
signed by the EFIs with the Central Bank of Nigeria, the Asset Management Corporation of Nigeria
{("AMCON")

29c  Sundry payables:
Sundry payables represent balances held on behalf of Debt Management Office as regards the
proceeds from issued bonds, balances payable to AMCON and other payable amounts

29d Accrued charges:
Accrued charges consist of productivity bonus, intervention fund on national security and other
expense accruals.

29 Movement analysis for lease liabiities:

Group Bank
2020 2019 2020 2019
Million Million Million Million
As at1 January 1,327 583 1327 583
Additions 5 606 = 606
Accretion of inferest (Note 6) 176 138 176 138
Payments {362) S (362) s
As at 31 December 1,141 1,327 1,141 1,327
Maturity analysis
Current - - - -
fNon current 1,14% 1,327 1,141 1,327
1,141 1,327 1,141 1,327

29f Securities lending
The Group entered intc a securities lending agreement with Goldman Sachs and J.P. Morgan. As
part of the agreement, the Group received cash in exchange for its securities to be held as collateral
for the loan. J.P. Morgan being the global custodian of the securities of the Group holds an
equivalent in securities, of value of loan given in cash. The cash received from Goldman Sachs is
NO.2 trillion {$500 million), 2019: NO.2 frillion ($500 million} and JP Morgan N2.9 trillion ($7 billion),
2019: N1.8 trillion ($5 billion) is recognised in other foreign securities (see note 16f).
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29
29g

2%h

30

Other liabilities - continued
Due to Bank of Industry (BOI)

This represents the balance payable to BOIl under the 0% interest redeemable BOI Debenture
stock of N535Billion.

Due to International Development Association (IDA)
This represents the halance due to the World Bank on behalf of the Federal Government for IDA
scheme.

Group Bank
2020 2019 2020 2019
Share capital and equity reserves Miilion Million Million Million
Authorised shares
Ordinary share of N1 each 100,000 100,000 100,000 100,000
Issued and fully paid up: Million Million Million Million
Ordinary share of N1 each 5,000 5,000 5,000 5,000
N'million N'million N'million N’'million
At 31 December 5,000 5,000 5,000 5,000

The Federal Government of Nigeria is the sole subscriber to the paid up capital of the Bank and its
holding is not transferable in whole or in part nor is it subject to any encumbrance.

Fair value reserve
The fair value reserve comprises the cumulative change in the fair value of equity and debt
instruments classified at fair value through other comprehensive income (FVOCI).

Foreign currency translation reserve
The foreign currency translation reserve comprises translation of investments in foreign associales.

Revaluation
The revaluation reserve comprises the cumulative change in the revaluation of property and
equipment,

Retained earnings

Retained earnings refers to 20% of the operating surplus of the Bank. It also includes accumulated
losses in the periods where the CBN posted net losses. Retained earnings and losses are
cumulative from year to year,
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32

32a

32b

Contingent liabilities and commitments

To meet the financial needs of customers, the Bank enters into various irrevocable commitments and
contingent liabilities including financial guarantees. Even though these obligations may not be
recognised in the consolidated and separate statemenls of financial pesition, they do contain credit
risk and are therefore part of the overall risk of the Group (see Note 3.2.2).

Legal proceedings

There are a number of litigations outstanding against the Bank as at 31 December 2020 with
contingent liabilities of N44.6 trillion (31 December 2019: N35.7 trillion). The Directors estimate that
the outflow of economic resources from the litigations is not probable.

Included in the litigations is a significant case with total claims of N42.9 frillion, in which judgement has
been given against the Bank and other co-defendants in prior years and where the Bank's appeal
against the judgment is currently pending before the appellate courts.

There was a 2nd defendant on this legal case, who had lost at the Federal High Court and the Court
of Appeal (the Bank was a party to the 2nd defendant's appeal). The judgement surm amounts to
GBP2.158 billion with 15% annual interest calculated with effect from 22 June 1595,

Management is of the view that a high level of success is expected at the Court of appeal, based on
professional legal advice and the likelihood of outflow of economic resource is considered remote.
Consequently, no provision was recognized in the financial statements.

The Direclors are also of the opinien that all known liabilities and commitments which are relevant in

the assessment of the state of financial affairs of the Bank have been taken into consideration in the
preparation of these consoclidated and separate financial statements.

Capital Commitments

Group Bank
2020 2019 2020 2019
Capital and other commitments: N'millicn N'million N'million N'million
Intervention funds 1,024,624 944 129 1,024 624 944,129
FX forwards, OTC futures and
currency swaps 9,894,385 9,914,610 9,894,385 9,914,610
Capital commitments 123,698 99,584 123,699 99,594

11,042,708 10,958,333 11,042,708 10,958,333

Intervention funds balance of N1,024.62 billion {31 December 2019: N944.13 billion) represents
commitments made in respect of Commercial Agricultural Credit Guarantee Scheme, Real Sector
Support Facility, Micro, Small and Medium Scale Enterprise Fund, Power and Aviation Fund,
SME/Manufacturing Sector Intervention Fund and other intervention activities of the Bank,

The capital commitments of the Group are in respect of property, plant and equipment, and the funds
to meet the capital commitments will be sourced from intemnally generated funds.

The FX forwards, OTC futures and currency swaps represent the naira equivalent of the outstanding
balance as at year end.

187



88T

6Z1'pr6 p29'pZo'tL & g ¥29'vZ0'L g0t
¥65'66 tLl'vze = - £LL'vee (22 - 909) epeib piepuejs-qng
SCSpre Lst*ooe - - LS+'008 (9 - agg) spesb piepug)g
Guinuopay
uoj)iw,N  uoyjw,N uopjiw,N uoljjw,N  uojjjiui,N
lmo) IBoL ¢ abemg z abeig | abeyg (d'#s) apesb Bupes jewayxg
6loz 0z0Z

ainsodxa Bujpueysyng

'9'p'Z'E SJON UI INO Jas BJe SISEQ SAII||0D JO [ENPIAIPU
UE Lo pajeinojed are 133 Jayiaym uo saioijod pue Z'p'Z'c 8loN ) paule|dxs aie wa)sks Buipes [ews)xe s,dnoig ay} Jo syejaQ voneayissen abejs
pus-1eak pue wasks Buies ipaso [ewssixa s,dnol ay) U PasEq YSU IPaIS 0] AINSOAXD WNWIXew auy} pue Aylenb ypaso ay) smoys mojeq ajqe) ay |

'SMO|j0) SB ‘S|
SUSLWLIIILIOD UMEIPUN ISYI0 O] UDIR|a) Ul S3550) JuaLuledu o} aouemoyie Buipuodsanos sy pue junowe Bulkued ssoib sy} w safueys jo sisfjeue uy
SHUSLNWU0D UmeIpuUfn

{(Nvv4)

eusbiN Jjo Auouiny podny |esapad ay) jo jeyaq uo PSNWN 31y O (uomiw 90 Z$) UOINIG §'gN PUB BUSBIN JO JUBIISADS) |BI3paL ay) o jleysq

uo (A19d) pe)wIt sjustwdojaaaq [BiNSNPU| pue Ssad01g O} (UoNIW 00ZS) UG 6 ZZN Ja 99juRIend e sjuasasday yoiym '(uolw pzz$) uoNig L9 LEN

10 ®oueleq e si (g1 alou) SaAISSal [BELIBIXS Ul PEPNOU| '5102) ‘ueo| 3y aaluesent pinoys N2 1By sasodosd 10g 1ey) pue Jous) sieak € Jo pouad e oy

ugi$sn o) dn aq pINod WOSZ$SN 40 JBJ0 UEO) YL “ISSINS PPaLo pue (peajuiew ay)) wixaly ‘SYUEG |EUCHELISIU] JO WNILNSUDD PajedIpuAs e ynm o

Buuaus 1 108 vonw g4 jo Bumonog pasodosd auyy uo (10g) Ansnpu) Jo sueg jo jleyaq uo aajuesent leuveuy e spiaosd dnosgy ay; ‘Jeak ay) Guung
sasjuesens  ozp

P3NURUOD - SPUAUNWULOD pue sagyigey Juabunuos e

(pajels asmiaylo SSajun ‘gieN JO SUOHIL U &1e SIUNOWE jiy)

0202 ¥39W3234 L€ Q3QN3 ¥YIA IHL ¥Od

SINIWILVLS TVIONYNIA 3LVHY4IS ANV dILVAITOSNOD IHL GL S3.LON
VIYIDIN 40 MNVE TvHLNID



61502 Z9l & 158°02
(1t) = - (L)
£62'02 - . £62°'02
92 ZoL C 501
{615'02) {(zot) - (29¢'02)
61502 r4:18 - l9¢'0z
UOHW,N  uojuL,N uoyjiwe,N uojjiu,N
lej0) ¢ abeyg ¢ abeig | efieyg
6ZL'vye - 5 62)'v¥6
(£zV'BLd) - = {2z1'a.p)
085'v6S - : 0895'v6S
9.9'28 - - 919'228
PZ9'vZ0’L & S ¥29'vZ0o'L
(e8e'vzL) S - {eae'vzL)
¥82'v0Z - - r88'v0z
62L'v¥6 s - 8ZL'¥v6
uolliwL,N  uoyu,N uchfiw,N uoyjw,N
jejo) £ abejg Z abeg L abejg

68T

¥l SloN

b1 JON

610T saqwadaq Lg 1y
(sjo sjum Buipnjoxa) paimeuw Jo pasiubooslep sainsodxg
sainsodxa map

6102 Asenuep | e se so3

0202 J2quadaq Loy

(so ajum Buipnjoxa) pasmew so pasiubooasap sainsodxy
sainsodxa mapy

0Z0Z Aenuep | je se so3

BJIEN JO SUOIW Uy

6102 19quwalaq L 1y

{s)0 ajum Buipnjoxa) pasdeypainjew Jo pasiubosaiap sainsodxg

saunsodxs mapn
6107 Arenuep L je se ainsadxa Buipueising

0202 19quiadaqg Lg

()0 aum Buipnjoxa) pesdeypamiew so pasBooslap sainsodxg

sainsodxa map
0Z0Z Asenuep | je se aunsodxa Bujpueising

“SMOJI0} SE 'S1 SJUBLIILIWOD UMBIPUN JAYIQ O) Uonelas 5703 Buipuodsawiod ay) pue junowe Bukiies ssolb 2y} ul sabueys jo sishjeue uy

panunuos - sasjueieng

Panuguod - sjusunjwwos pue sapjqe)) Juabupuog

Br44

(4

(pejels asimieyio ssepun ‘eiten jo suogw U ale sjunoue jy)

0202 Y3FWID3A Lt dIANI NvIA JHL HOd
SANIWILYLS TVIONYNIL 31VivYdas ANV a31vadllOSNOD 3HL Ol S310N
VIN3OIN 40 YMNVE TvH1INID
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32

d2c

33

{

(in)

Contingent liabilities and commitments - continued
Guarantees - continued

Central Bank of Nigeria is wholly-owned and conirolled by the Federal Government of Nigeria (FGN).

The Federal Government of Nigeria also controls the Ministry of Finance [ncorporated, other
Government Ministries, Departments and Agencies (MDAs), Nigeria Securities, Printing and Minting
Plc (NSPM), Nigeria Incentive-Based Risk-Sharing System for Agricultural Lending Plc (NIRSAL) and
NES! Stabilization Strategy Limited (NESI). These entities (in addition to the key management
personnel of the Bank) are related parties to the Central Bank of Nigeria.

Related party transactions

Advances to the Federal Government of Nigeria

The transactions with the Federal government and fellow subsidiaries (under control of the Federal
Government) are exempted from the disclosure requirement of IAS 24 due to their nature. However
material transactions and balances are disclosed.

Group
2020 2019
N'million N'million
Al 1 January 9,460,963 6,072,253
Additions 4,597,365 3,388,710
At 31 December 14,058,328 9,460,963

Key management compensation
The Bank's key management personnel comprises the Govemnor, the 4 Depuly Governors and 7 Non
Executive Directors of the Bank.

The compensation paid or payable to key management for employee services is shown below:

Group
2020 2019
N'million N'million
Salaries and other short-term employee benefits 592 617
Total 5§92 617
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Related party transactions - continued

Balances with Key Management Personnel

Group
2020 2019
N'million N'million
Loans and advances 1,103 1,037
1,103 1,037

The Bank has applied the exemption granted by IAS 24 relating to the disclosure requirements in
relation to related party transactions and outstanding balances with (a) a government that has control
and significant influence over the Bank (b) another entity that is a related party because the same
government has control or significant influence over both the Bank and the other entity. Hence, the
Bank has not disclosed transactions and balances with its subsidiaries and associates as they are
controlled by the Federal Government of Nigeria which also controls the Bank. The Bank's
collectively significant transactions with the Federal Government of Nigeria and other entities
controfled, jointly controlled or significantly influenced by Federal Governmenit arises from the normal
business activities of the CBN including government deposits held by the Bank, investment in
securities issued by the Federal Government and its agencies, transfer to the Federal Government in
compliance with the Fiscal Responsibility Act among others.

Covid-19 - Pandemic

Overview of Macro-economic Environment

The impact of the COVID-19 pandemic has remained daunting globally while the Nigerian economy
has been adversely affected and remained largely under pressure as at year end 2020, culminating
in year-on-year Gross Domestic Product (GDP} contraction as aclivities were restricted for exlended
periods during the year to curb the spread of the virus. Global oil prices also plummeted due to low
demand, as the country witnessed a steady rise in inflation which closed the year at 15.75%, a
reduction in trade lines from international financiers and tight FX liquidity which impacted the
purchasing power of households, performance of businesses and government finances.

As a result, the Nigerian economy slipped into its second recession in five years as the GDP
contracted in consecutive quarters, 6.10% and 3.62% in Q2 and Q3 2020 respectively, according to
the recent report of National Bureau of Statistics (NBS). Overall, the economy contracted by 1.92%
for the year, despite a marginal 0.11% growth in Q4'2020.

On 16 March 2020, the Bank, in response to the pandemic and in furtherance of its financial stability
mandate, implemented the following policy measures;

1) Extension of existing moratoriums on principal repayments for all infervention facilities for one-
year, effective March 1, 2020.

2} Reduction of interest rates on all intervention facilities from 9% to 5%per annum for one year,
effective March 1, 2020.

3) Creation of the Target Credit Facility (TCF) through NIRSAL Microfinance Bank (NMFB) for
households and small- and medium-sized enterprises (SMEs) that have been particularly hard hit
by COVID-18, including but not limited to hoteliers, airline service providers, health care
merchants, etc. The Bank has disbursed a total sum of H178.9 billion to NMFB during the
reporting year.

4) Creation of a 8100 billion credit support intervention for the healthcare industry to strengthen the
sector's capacity to meet the potential increase in demand for healthcare products and services.
The Bank has disbursed a total sum of 872.7 billion during the reporting year.
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Covid-19 - Pandemic - continued
Overview of Macro-economic Environment - continued

5} Regulatory forbearance - granting Deposit Money Banks leave to consider temporary and time-
limited restructuring of the tenor and loan terms for affected businesses and households.

6) Strengthening of the Loan to Deposit ratic policy.

Business Review (Overview) - Bank

While the average reported COVID-19 figures keep rising in Nigeria, and uncertainty remains on the
extent of the spread of the 2nd wave globally with spikes in the US, UK and other countries due to
mutant variants, the Bank has further stepped up proactive measures, leveraging the experience of
the lockdown, to strengthen its operational resilience. In this regard, various communications on
COVID-19, strict compliance to the protocols, remote working, disinfection of offices, revised
emergency response plans and ramping up on its capacity to ensure the curve remains flattened in
the Bank.

The Bank has continued to maintain health and safety of its staff and customers, in line with
standards defined by the National Centre for Disease Control (NCDGC).

Expected Credit Loss {ECL} Impact of COVID -18

The forward-looking information (FLI) leverages con information in the data buffet which are then
forecast into the future, to obtain conditional Peoint-In-Time (PIT) Probability of Default (PD) rates.
These variables include Gross Domestic Product (GDP) and Crude OH Prices which significantly
influence expected default rate in the Central Bank of Nigeria.

Macroeconomic variables that influence default rate in unemployment rate, Inflation rate etc. These
variables are subjected to periodic reviews and update by Moody's.

Events after the reporting date
Moratorium extension on Intervention facilities

On 16 March 2020, the Bank in furtherance of its financial stability mandate, and in order to cushion
the adverse economic impact of Covid-19, announced the following policy measures:

1. Extension of existing moratoriums on principal repayments for all intervention facilities for one
year, effective March 1, 2020.

2. Reduction of interest rates on all intervention facilities from 9% to 5%per annum for one year,
effective March 1, 2020.

Following the expiration of the above timeline, on 3 March 2021, the Bank announced the following:

1. The extension by another twelve (12) months to 28 February 2022 of the discounted interest rate
for the Bank's intervention facilities;

2. The roll-over of the moratorium on the above facilities shall be considered on a case-by-case
basis.
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