


PRUDENTIAL BANK LIMITED

Annual Report, 2014

| CONTENTS |

Corporate Information

Performance at a Glance

Chairman’s Statement

Report of the Directors

Report of the Auditors

Consolidated Statement of Comprehensive Income

Consolidated Statement of Financial Position

Consolidated Statement of Cash Flows

Consolidated Statement of Changes in Equity

Notes to the Consolidated Financial Statements

Branch Network

Correspondent Banks

Notice of Annual General Meeting

... Your Trusted and Dependable Partner

PAGE
3-7

9-11

13-20

21-24

25-27

30

31

32

33-34

35-80

81-85

87

88-89



QuaALITY, CREATIVITY
INNOVATION

... financial solution beyond imagination.

Tel: (+233-0302) 781200-7
Fax: (+233-0302) 781210 PRUDENTIAL BANK LTD.

an “Your Trusted and Dependable Parfner®

www.prudentialbank.com.gh




. PRUDENTIAL BANK LIMITED Annual Report, 2014

... Your Trusted and Dependable Partner 3



PRUDENTIAL BANK LIMITED Annual Report, 2014

Prudential Bank Limited (PBL) opened
for business on 15 August 1996

The main areas of the Bank’s operations are
domestic and international banking, project
financing, SME financing, e-banking services,
international money transfer and funds
management.

The Bank has a network of 35 branches and
agencies located in six of the ten regions in
Ghana, with plans to expand to all ten regions.

PBL has consistently won several prestigious
awards in banking since its inception. The Bank
continues to be a member of the Ghana Club
100.

Corporate Mission

To provide domestic and international banking
services with a strategic focus on project Vision
financing, trade financing, export development

and SME financing. PBL is committed to playing To be a successful indigenous

a positive and innovative role in the financial d th f d bank i

intermediation process and, most importantly, and the preferre ank in

to offer the best banking services. Ghana offering the most
remunerative banking services

to the public.

Subsidiary Companies

Prudential Bank has three subsidiary companies - PBL Properties Limited, Prudential Securities Limited and Prudential
Stockbrokers Limited.

Prudential Securities Prudential Stockbrokers
Limited Limited

PBL Properties Limited

is engaged in the acquisition and
development of banking premises
for the Bank and also the
management of ancillary staff and
facilities.

is engaged in fund management, is engaged in stockbrokerage,
corporate finance and business equity and economic research and
advisory services. advisory services.

www.prudentialbank.com.gh
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SUMMARY OF PERFORMANCE FROM 2010 - 2014

2014 2013 2012 2011 2010
GH¢'000 GH¢'000 GH¢'000 GH¢'000 GH¢'000
STATEMENT OF COMPREHENSIVE INCOME
Interest Income 153,151 107,317 78,263 58,598 56,097
Interest Expense (69,732) (43,242) (35,466) (26,564) (29,872)
NET INTEREST INCOME 83,419 64,076 42,797 32,034 26,225
Commissions and Fees 30,316 22,286 19,464 15,126 9,022
Other Operating Income 22,958 19,226 8,919 8,147 1,735
TOTAL INCOME 136,693 105,588 71,180 55,307 36,982
Operating Expenses (91,004) (67,273) (52,775) (40,036) (29,797)
Loan Impairment Expense (15,531) (17,210) (5,457) (3,528) (1,688)
PROFIT BEFORE TAX 30,158 21,105 12,948 11,743 5,497
Taxation (10,770) (6,993) (3,332) (3,506) (1,490)
NET PROFIT AFTER TAX 19,388 14,112 9,616 8,237 4,008
Other Comprehensive Income - - - - -
TOTAL COMPREHENSIVE INCOME 19,388 14,112 9,616 8,237 4,008
INCOME SURPLUS ACCOUNT
Balance at 1st January 4,124 672 5,095 1,684 6,460
Total comprehensive income 19,388 14,112 9,616 8,237 4,008
23,513 14,783 14,711 9,921 10,468
Transfer to Statutory Reserve Fund (9,694) (7,056) (4,808) (4,119) (1,002)
Dividend Paid (2,395) (3,009) - - -
Transfer to Credit Risk Reserve (838) (593) (231) (708) 217
Transfer to Stated Capital - - (9,000) - (8,000)
Balance at 31st December 10,586 4,124 672 5,095 1,683
STATEMENT OF FINANCIAL POSITION
ASSETS
Cash and Balances with Bank of Ghana 130,840 70,885 79,645 52,931 39,970
Government Securities 86,846 99,035 50,371 65,718 36,843
Due from other Banks and Financial Institutions 72,324 84,123 80,143 99,627 70,231
Loans and Advances 760,450 525,485 425,207 293,261 225,515
Taxation - 3,194 2,846 1,043 409
Equity investment 7,366 7,366 6,366 6,366 6,031
Other Assets 7,195 5,409 5,016 4,388 5,457
1,065,022 795,498 649,594 523,334 384,456
Property, Plant and Equipment 38,954 32,064 24,899 24,121 19,546
Intangible assets 11,636 3,045 2,113 2,324 2,489
TOTAL ASSETS 1,115,612 830,607 676,607 549,779 406,491
LIABILITIES AND SHAREHOLDERS' FUNDS
LIABILITIES
Customer Deposits 885,540 693,129 555,195 459,460 339,302
Taxation 1,430 - 1,450 1,383 1,266
Borrowings 97,500 19,889 13,019 13,988 18,357
Other Liabilities 17,950 21,391 21,847 27,821 8,676
TOTAL LIABILITIES 1,002,421 734,409 591,511 502,652 367,602
SHAREHOLDERS FUNDS
Stated Capital 62,453 62,453 62,453 25,100 25,100
Income Surplus Account 10,586 4,124 672 5,095 1,683
Statutory Reserve Fund 32,136 22,442 15,385 10,577 6,459
Capital Surplus 5,500 5,500 5,500 5,500 5,500
Credit Risk Reserve 2,517 1,679 1,086 855 148
113,191 96,198 85,096 47,127 38,890
TOTAL LIABILITIES AND SHAREHOLDERS' FUND 1,115,612 830,607 676,607 549,779 406,491
... Your Trusted and Dependable Partner 11
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1.0

2.0

3.0

INTRODUCTION

Distinguished Shareholders, Directors, Ladies and Gentlemen, it is my pleasure to
welcome you once again to the 18th Annual General Meeting of Prudential Bank Limited
and to report on the performance of your Bank for the year ended 31st December 2014.

THE GLOBAL ECONOMIC ENVIRONMENT

The global economy in year 2014 was characterised by falling commodity prices, in
general, and crude oil prices in particular.

According to the IMF, the decline in crude oil prices was driven mainly by the steady
increase in crude oil production by non-OPEC countries, particularly the United States
of America and the decision by OPEC to maintain production levels in spite of the fall
in prices and weaker demand from some major emerging market economies.

Another development of the global economy in year 2014 was the steady recovery of the
U.S. economy, on one hand, and the general decline in growth rates of other economies,
on the other hand. Overall, the U.S. economy grew by 2.4% year-on-year, compared
to the growth rates in Japan and the Euro Area of 0.1% and 0.8%, respectively. In Sub-
Saharan Africa, the average growth rate declined from 5.2% in 2013 to 4.8% in 2014.
The IMF in its January 2015 World Economic Outlook Report estimated the overall
global economic growth for year 2014 to remain unchanged at the 2013 level of 3.3%.

OVERVIEW OF THE GHANAIAN ECONOMY IN YEAR 2014

The economy of Ghana in year 2014 continued to suffer from the roll-over effects of
large fiscal deficits recorded since year 2012. Consequently, the economy continued
to experience declining growth, increasing inflation rates, rising debt levels and high
financial vulnerabilities.

Gross Domestic Product (GDP) growth declined from 7.3% (including oil) in year 2013
to 4.2% in year 2014, which was far below the government’s estimate of 8.0% in the
2014 revised budget. According to the Monetary Policy Committee (MPC) of the Bank
of Ghana, the decline in GDP growth was due mainly to energy supply constraints and
rising costs of inputs.

Inflation, as measured by the Consumer Price Index (CPI), rose steadily from 13.8%
in January 2014 to 17% in December 2014. The MPC attributed the consistent rise in
inflation to increases in the prices of goods and services which were influenced by a
weakening exchange rate regime and an upward adjustment of the price of petroleum
products for the greater part of the year.

On the currency market, the Ghana Cedi depreciated against the major currencies
throughout the year. According to the MPC, the Cedi depreciated by 31% in 2014. The
inter-bank overnight interest rate which reflects the rate at which commercial banks
borrow from and lend to each other was 23.70% in December 2014, compared to
16.28% in December 2013.

The difficult economic situation has compelled the Government of Ghana to make a
formal request to the International Monetary Fund (IMF) to initiate an IMF-supported

... Your Trusted and Dependable Partner 14
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3.1

4.0

5.0

5.1

programme to revive the growth prospects of the economy. Following a series of
negotiations, an agreement has been reached in principle subject to approval by
the IMF Board for the government of Ghana to access a three-year Extended Credit
Facility (ECF) of about US$940 million. The IMF Programme is expected to restore debt
sustainability through a sustained fiscal consolidation and to stabilize the economy in
the short to medium term.

Interest Rates

The MPC of the Bank of Ghana raised the Monetary Policy Rate (MPR) cumulatively
by 500 basis points (bps) from 16% in December 2013 to 21% in December 2014,
indicating a tight monetary stance to curb inflation. Interest rates generally trended
upwards during the year 2014; the benchmark 91-day Treasury bill rate increased from
19.2% to 25.8% between December 2013 and December 2014; similarly, the 182-day
Treasury bill rate increased from 18.7% to 26.4% within the same period whilst the
1-year note rose from 17% to 22.5%. In line with the increases, average lending rates
of banks increased from 25.6% to 29.0% during the year under review.

THE BANKING INDUSTRY

Distinguished Shareholders and Directors, the banking industry of Ghana continued to
be competitive. In year 2014, one Savings and Loans Company was granted a universal
banking license thereby increasing the number of Universal Banks to twenty-eight. The
number of bank branches reached 950 by the end of year 2014.

The banking sector continued to remain sound with strong asset growth. According
to the MPC’s Report of February 2015, the banking sector total assets increased by
42.2% to GH¢51.4 billion at the end of December 2014 compared to a growth of 32.8%
recorded at the end of December 2013. Gross advances constituted 46.8% of the total
assets in 2014 compared with 47.1% in 2013.

The Non-Performing Loans (NPL) ratio of the banking system, when adjusted for fully-
provisioned loans increased from 4.6% at the end of December 2013 to 5.6% at the end
of December 2014. The unadjusted NPL ratio, however, declined from 12.0% to 11.3%
at the end of December 2014. For the same period, the capital adequacy ratio for the
banking industry decreased from 18.5% to 17.9% mainly due to the increased credit
portfolio. It, however, remained well above the minimum regulatory requirement of 10%.

The Central Bank continued to apply strict controls in the exercise of its regulatory and
supervisory roles to ensure that the robustness of the banking industry was maintained.

PERFORMANCE OF PBL IN YEAR 2014

Branch and other Developments

Distinguished Shareholders and Directors, in furtherance of our objective of bringing
banking services to the door step of our customers, your bank opened one branch at
Bawaleshie, East Legon in the Greater Accra Region. This brings the total number of
branches in the East Legon area to two, having opened a branch near the American

... Your Trusted and Dependable Partner 15
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5.2.2

5.3

5.3.1

House in year 2013. Your Bank now has thirty-three branches and two agencies and
is present in six out of the ten regions of Ghana.

In line with the technological trends in the banking industry, your Bank made significant
investments to complete the upgrade of its core banking application software to the
latest version. The use of the new system has led to automation of some hitherto manual
transaction processes to improve efficiency. Other activities during the period included
the upgrades of the Bank’s internet and ATM application software as well as the Cheque
Codeline Clearing system. Benefits of the system upgrades include improved security
and access to new functionalities for enhanced customer experience.

Your Bank also commenced the development of its head office annex located a few
meters away from the main head office.

Mobilization of Resources

Deposits

During the year under review, your Bank mobilized GH¢192.4 million in deposits to
increase its deposit base from GH¢693.1 million to GH¢885.5 million, an increase of
28%, compared to 25% recorded in the previous year. Current and savings account
deposits together accounted for 60% of the total deposits whilst time deposits accounted
for 40%. A significant proportion of the deposits was mobilised from private entities and
individuals.

Shareholders’ Funds

Shareholders’ funds increased by 18% from GH¢96.2 million at the end of year 2013
to GH¢113.2 million at the end of the year 2014 as compared with 13% growth rate in
year 2013. The growth was due to earnings retained during the year.

Allocation of Resources

The Bank continued to make judicious use of resources by engaging in profitable
activities that sought to optimize the risks and returns relationship associated with its
asset allocation decisions whilst ensuring that day-to-day operational and regulatory
liquidity requirements were met.

The total assets of your Bank grew by 34% from GH¢830.6 million as at 31st December,
2013 to GH¢1.12billion as at 31st December, 2014. The growth was funded by deposits,
borrowings and shareholders’ funds.

Investments

The Bank’s investment in government securities stood at GH¢86.8 million as at the
end of year 2014. The investment in government securities was necessary for liquidity
management.

... Your Trusted and Dependable Partner 16



PRUDENTIAL BANK LIMITED Annual Report, 2014

5.3.2 Lending Operations

54

5.5

5.6

During the year 2014, the Bank further consolidated its core business by growing its
Loans and Advances portfolio by 45%. This increased the loans and advances portfolio
from GH¢525.5 million at the end of year 2013 to GH¢760.5 million at the end of year
2014.

Results of Operations

Distinguished Shareholders and Directors, your Bank withstood the challenging
economic difficulties as well as the intense competition in the banking industry to record
an improved performance. Your Bank’s pre-tax profit for the year 2014 increased by
43% to GH¢30.2 million from GH¢21.1 million in year 2013. The profit after tax for the
year was GH¢19.4 million, which translates into a return on assets (ROA) of 2.0% and
return on equity (ROE) of 18.5%.

Dividend

Distinguished ladies and gentlemen, | am pleased to announce that as a result of the
Bank’s performance in year 2014, the Directors have recommended the payment of
dividend to ordinary shareholders of GH¢0.0098 per share amounting to GH¢3.0 million,
which has been paid as interim dividend and considered as final dividend.

Corporate Social Responsibility

Building relations and investing in our communities continue to be key aspects of your
Bank’s core values.

Distinguished ladies and gentlemen, your Bank increased its support for education
and other social needs from GH¢291,095 in year 2013 to GH¢723,764 in year 2014.
The institutions that received the support from your Bank during the year included the
following:

X University of Cape Coast;

X Marshalls University College;

< Valley View University;

o University for Development Studies;

X University of Ghana;

<> Cape Coast Polytechnic;

X The Chartered Institute of Management Accountants (CIMA) Ghana;

X Dr Robert Mitchell Memorial Foundation for Childhood Cancer Programme;
<> Ghana Police Command and Staff College;

... Your Trusted and Dependable Partner 17
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6.1
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< World Food Programme;
< Ghana Navy; and the
X 37 Military Hospital

Corporate Governace

Distinguished Ladies and Gentlemen, your Bank continued to commit itself to sound
and effective corporate governance practices which ensured effective oversight and
management of the Bank to enhance shareholder value.

| am pleased to report that during the year under review, the Board and its Audit &
Risk Management Sub-Committee continued to perform their supervisory obligations
effectively. The two bodies held regular scheduled meetings to deliberate on key
operational issues including quarterly performance reports, Internal Control and Bank of
Ghana reports, which promoted effective control and direction of the Bank. The Board
also regularly reviewed the Bank’s risk exposure to inform its risk related decisions.
The Bank continued to comply with all relevant Bank of Ghana laws and regulations as
well as anti-money laundering laws.

OUTLOOK FOR THE FUTURE
The Global Economy

According to the IMF, the supply factors that affected crude oil prices in year 2014 are
expected to reverse gradually but not completely. Thus, the crude oil prices are expected
to rebound, but not to the high levels that pertained before the decline. The decline in
crude oil prices is projected to boost global growth over the next two years, particularly
in oil importing countries. Overall, growth in the world economy is projected to increase
marginally from the estimated 3.3% in 2014 to 3.5% in 2015 and further to 3.7% by
2016.

The Ghanaian Economy

The outlook of the Ghanaian economy in year 2015 and beyond would be determined
by the impact on the economy of the impending IMF programme.

To this end, the government has revised downwards its oil revenue forecast using an
average crude oil price of US$52.8 per barrel, which is the same as the revised forecast
by the IMF of the average price of Brent crude oil. This is much lower than the US$99.38
per barrel projected earlier in the 2015 Budget.

Based on these and other factors such as the severe energy crisis, GDP is forecast to
decline further in 2015 to 3.5%.

... Your Trusted and Dependable Partner 18
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6.3

6.4

The Banking Industry

Distinguished Ladies and Gentlemen, the current economic situation notwithstanding,
the increased competition in the banking industry is likely to intensify thereby resulting
in more bank customers requesting more sophisticated products and services.
Whilst deposit mobilisation would drive the competition, banks would also exploit the
opportunities offered by technology to roll out new products for the satisfaction and
convenience of their customers.

The regulatory environment is also expected to be tightened to ensure that the operations
of banks are sustained on a sound footing.

Prudential Bank Limited

Distinguished Ladies and Gentlemen, your Bank continues to record significant
improvement in its performance on the back of remarkable growth in the volume of
business, particularly in deposit mobilization, loans and other advances, trade financing
and treasury operations whilst maintaining prudent control over expenditure.

Going forward, your Bank will continue to expand into commercially viable areas of
the economy and continue to enhance its information technology platform to support
the provision of quality electronic banking products and services. These initiatives are
expected to enhance the Bank’s overall services to make the Bank more attractive
to existing and prospective customers. Your Bank will remain focused on its strategic
objectives and will continue to build on its achievements to deliver better results for all
stakeholders.

Your Bank projects a profit before tax of GH¢50.1 million for the year 2015. This is
expected to be achieved through aggressive deposit mobilization, expansion and
improvement in credit delivery as well as redesigning and rebranding of some of the
existing products of the Bank.

... Your Trusted and Dependable Partner 19
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7.0 ACKNOWLEDGEMENT

On behalf of the Board, | would like to take this opportunity to express my heartfelt
gratitude to all our customers whose continued patronage and loyalty have contributed
to the success of the Bank. | also commend the Management and Staff of the Bank
for their dedicated service and professionalism in the midst of the intense competition
in our industry. Finally, | wish to thank you Shareholders and colleague members on
the Board for your co-operation and invaluable contributions that have sustained the
Bank in its endeavours over the past eighteen years. Based on your mutual support
and cooperation, we continue to look to the future with confidence.

Thank you,

£oAA e
e
— =T
JOHN SACKAH ADDO
CHAIRMAN
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The Directors have pleasure in submitting to the members their eighteenth annual report together
with the audited financial statements of the Bank and its subsidiaries for the year ended 31st
December, 2014 as follows:

a.

Subsidiaries

The subsidiary companies of the Bank are incorporated in Ghana and wholly owned by
the Bank. They are:

(i) PBL Properties Limited: engaged in the acquisition and development of banking
premises.
(ii) Prudential Securities Limited: engaged in fund management, corporate finance,

and business advisory services, and

(iii) Prudential Stockbrokers Limited: engaged in stock-brokerage, equity and
economic research and advisory services.

Principal Activities

The principal activities carried out by the Bank during the year under review were within
the limits permitted by its Regulations and its Banking Licence and also consistent with
its strategic focus. There were no changes in the principal activities of the Bank during
the year.

Results and Dividend

The results of operations for the year ended 31st December, 2014 are set out in the
Consolidated Statement of Comprehensive Income, Consolidated Statement of Financial
Position, Consolidated Statement of Cash Flows, Consolidated Statement of Changes
in Equity and the Notes to the Consolidated Financial Statements from page 30 to 80.

The Consolidated Statement of Financial Position and this Report have been signed by
two directors indicating the Board’s approval of the Consolidated Statement of Financial
position, Annexed Financial Statements and the Notes.

... Your Trusted and Dependable Partner 22
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A summary of the results is as follows:

THE GROUP THE BANK
2014 2013 2014 2013
GHe¢’000 GH¢’000 GH¢’000 GH¢’000
Net Profit for the year was 20,344 14,865 19,388 14,112
To which was added the balance brought
forward on surpluses at the beginning
of the year 7,985 3,778 4,124 671
28,329 18,644 23,513 14,783
From which the following transfers have been made
Dividends Paid (2,395) (3,009) (2,395) (3,009)
Credit Risk Reserve (838) (593) (838) (593)
Statutory Reserve (9,694) (7,056) (9,694) (7,056)
(12,927) (10,658) (12,927) (10,658
Leaving a balance on Income Surplus
Account at end of the year of 15,402 7,985 10,586 4,124
TOTAL ASSETS 1,119,387 834,734 1,115,612 830,607

Directors’ Assessment of the State of the Bank’s Affairs

The Directors consider the Bank’s state of affairs to be satisfactory. They have a
reasonable expectation that the Bank will continue in operational existence for the
foreseeable future and have therefore used the Going Concern basis in preparing these

financial statements.

BY ORDER OF THE BOARD

DIRECTOR

ACCRA

... Your Trusted and Dependable Partner
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STATEMENT OF DIRECTORS’ RESPONSIBILITIES IN RELATION TO THE
DIRECTORS’ REPORT AND THE CONSOLIDATED FINANCIAL STATEMENTS

The Companies Act, 1963 (Act 179) requires the Directors to prepare financial statements for
each financial year, which give a true and fair view of the state of affairs of the Bank and its
subsidiaries and of their profit or loss for the year.

The Banking Act, 2004 (Act 673) as amended by the Banking (Amendment) Act 2007 (Act 738)
requires every bank to prepare annually as at 31st December of each year financial statements
and returns in accordance with that Act.

In preparing these financial statements, the Directors are required to:

a. Select accounting policies, which comply with the Companies Act 1963, (Act 179) and the
Banking Act 2004, (Act 673) as amended and in accordance with International Financial
Reporting Standards and to apply them consistently.

b. Make judgments and estimates that are reasonable and prudent.

C. Ensure applicable accounting standards have been followed and any material departures
disclosed.

d. Ensure the financial statements are prepared on a Going Concern basis unless it is

inappropriate to presume that the Bank will continue in business.

The Directors are responsible for the preparation of the financial statements in accordance with
the International Financial Reporting Standards and ensuring that the Bank and its subsidiaries
keep accounting records which disclose with reasonable accuracy the financial position of the
Bank and its subsidiaries and which enable them to ensure that the financial statements comply
with the Companies Act 1963 (Act 179) and the Banking Act 2004 (Act 673) as amended. They
are also responsible for safeguarding the assets of the Bank and its subsidiaries and hence for
taking steps for the prevention and detection of fraud and other irregularities, as well as designing,
implementing and maintaining internal controls relevant to the preparation and fair presentation
of financial statements that are free from material misstatements.

The above statement, which should be read in conjunction with the report of the Auditors, is made
with the view to distinguishing for shareholders the respective responsibilities of the Directors
and the auditors in relation to these financial statements.

... Your Trusted and Dependable Partner 24
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Report on the Financial Statements

We have audited the accompanying consolidated financial statements of Prudential Bank
Limited, which comprise the Consolidated Statement of Financial Position as at 31st December,
2014, Consolidated Statement of Comprehensive Income, Consolidated Statement of Cash
Flows and Consolidated Statement of Changes in Equity for the year then ended, and notes,
comprising a summary of significant accounting policies and other explanatory information.

Directors’ Responsibility for the Financial Statements

As described on Page 24, the Bank’s Directors are responsible for the preparation and fair
presentation of these consolidated financial statements in accordance with International
Financial Reporting Standards (IFRS) and the Banking Act, 2004 (Act 673) as amended and
the Companies Act, 1963 (Act 179). This responsibility includes designing, implementing and
maintaining internal controls relevant to the preparation and fair presentation of the consolidated
financial statements that are free from material misstatement, whether due to fraud or error;
selecting and applying appropriate accounting policies; and making accounting estimates that
are reasonable in the circumstances.

Auditors’ Responsibility

It is our responsibility to form an independent opinion based on our audit of these statements
and to report same to you.

Basis of Opinion

We conducted our audit in accordance with International Standards on Auditing. Those
standards require that we comply with ethical standards and plan and perform the audit to
obtain reasonable assurance as to whether the consolidated financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error. In making those risk assessments, the
auditor considers internal controls relevant to the entity’s preparation and fair presentation
of the financial statements 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
entity’s internal controls. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by the Directors, as well
as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

... Your Trusted and Dependable Partner 26
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Opinion

In our opinion, the consolidated financial statements show a true and fair view of the consolidated
financial position of Prudential Bank Limited and its subsidiaries as at 31st December, 2014,
and of their financial performance and cash flows for the year then ended in accordance with
International Financial Reporting Standards and the Companies Act, 1963 (Act 179) and the
Banking Act 2004 (Act 673) as amended.

Report on other Legal and Regulatory Requirements

The Companies Act, 1963 (Act 179) requires that in carrying out our audit we report on the
following: We confirm that:

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

ii. In our opinion proper books of account have been kept by the Bank and its subsidiaries,
so far as appears from our examination of those books; and

iii. The Consolidated Statement of Financial Position, the Consolidated Statement
of Comprehensive Income, the Consolidated Statement of Cash Flows and the
Consolidated Statement of Changes in Equity of the Bank and its subsidiaries are in
agreement with the books of account.

The Banking Act, 2004 (Act 673) as amended by the Banking (Amendment) Act, 2007 (Act
738), requires that we state certain matters in our report. We hereby certify that:

i. The financial statements give a true and fair view of the state of affairs as at 31st
December, 2014 of the Bank and its subsidiaries and the results for the year ended on
that date;

ii. We obtained all the information and explanations required for the efficient performance
of our audit;

iii. The Bank and its subsidiaries transactions are within their powers; and

iv. The Bank has generally complied with the provisions of the Banking Act, 2004 (Act 673)
as amended.

CIdARTERED CCOUNTANTS, ICAG Licence Number ICAG/F/0086
C758/3, Asylum Down, near Gye Nyame Hotel

P.O. Box AN-7751, Accra

Signing Partner, Osei Yaw Asamoa (ICAG/P/1192)
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PBL members of staff attending an in-house training course

The Bank provides all year round training for staff to ensure that members
of staff are kept up to date on relevant issues and are well equipped to
perform duties effectively.
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

Interest Income
Interest Expense

NET INTEREST INCOME
Commissions & Fees
Other Operating Income
Total Income

Loan Impairment Expense
Operating Expenses

NET OPERATING PROFIT
Other Income

Profit Before Tax

Taxation

Profit for the Year

Other Comprehensive Income

TOTAL COMPREHENSIVE INCOME

... Your Trusted and Dependable Partner

Notes

10

15

THE GROUP

2014 2013
GH¢’000 GH¢’000
153,151 107,317
(69,728) (43,056)
83,423 64,261
30,316 22,284
23,709 19,679
137,449 106,225
(15,531) (17,210)
(90,840) (67,179)
31,078 21,836
156 95
31,235 21,931
(10,891) (7,066)
20,344 14,865
20,344 14,865

THE BANK
2014 2013
GH¢’000 GH¢’000
153,151 107,317
(69,732) (43,242)
83,419 64,076
30,316 22,286
22,889 19,160
136,624 105,521
(15,531) (17,210)
(91,004) (67,273)
30,089 21,039
69 66
30,158 21,105
(10,770) (6,993)
19,388 14,112
19,388 14,112
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

THE GROUP THE BANK
2014 2013 2014 2013
Notes GHe¢’000 GH¢’000 GH¢’000 GH¢’000
ASSETS
Cash and Balances with Bank of Ghana 12 130,840 70,885 130,840 70,885
Government Securities 13 88,352 99,065 86,846 99,035
Due from Other Banks & Financial Institutions 14 72,324 84,480 72,324 84,123
Taxation 15 - 3,206 — 3,194
Equity Investment 18 231 188 7,366 7,366
Loans and Advances 16 760,450 523,282 760,450 525,485
Other Assets 19 7,224 7,041 7,195 5,409
1,059,422 788,147 1,065,022 795,498
Property, Plant & Equipment 21 48,281 43,557 38,954 32,064
Intangible Assets 22 11,683 3,030 11,636 3,045
TOTAL ASSETS 1,119,387 834,734 1,115,612 830,607
LIABILITIES
Customer Deposits 20 884,370 692,534 885,540 693,129
Taxation 1,380 - 1,430 -
Other Liabilities 24 18,128 22,250 17,950 21,391
Borrowings 23 97,500 19,889 97,500 19,889
TOTAL LIABILITIES 1,001,377 734,673 1,002,421 734,409
EQUITY AND RESERVES
Stated Capital 27 62,453 62,453 62,453 62,453
Income Surplus Account 15,402 7,985 10,586 4,124
Statutory Reserve Fund 32,137 22,443 32,136 22,442
Capital Surplus 5,500 5,500 5,500 5,500
Credit Risk Reserve 2,517 1,679 2,517 1,679
Total Equity and Reserves 118,009 100,060 113,191 96,198
TOTAL LIABILITIES AND EQUITY 1,119,387 834,734 1,115,612 830,607

These Financial Statements and accompanying Notes were approved at the Board Meeting held on the date stated below.

BY ORDER OF THE BOARD

DIRECTORS

... Your Trusted and Dependable Partner 31



PRUDENTIAL BANK LIMITED

Annual Report, 2014

CONSOLIDATED STATEMENT OF CASH FLOWS

THE GROUP
2014 2013
GH¢’000 GH¢’000
OPERATING PROFIT 31,235 21,931
Add Back:
Charge for Depreciation 5,639 4,920
Charges for Amortisation 1,585 1,244
Charge for Loan Impairments 8,258 11,833
Provision in Contingent/Other Liabilities 8 141
(Profit)/Loss on Sale of Property, Plant & Equipment 26 (33)
CASH INFLOW FROM TRADING ACTIVITIES 46,750 40,035
(INCREASE)/DECREASE IN OPERATING ASSETS
(Increase)/Decrease in Government Securities 31,337 (26,409)
(Increase)/Decrease in Loans/Advances (245,435) (110,267)
(Increase)/Decrease in Other Assets (183) (1,859)
INCREASE/(DECREASE) IN OPERATING LIABILITIES
Increase/(Decrease) in Customers’ Deposits 191,835 138,514
Increase/(Decrease) in Other Liabilities (4,122) (730)
Increase/(Decrease) in Borrowings 77,611 6,870
Tax paid (6,305) (8,832)
NET CASH FLOWS FROM OPERATING
ACTIVITIES 91,488 37,323
INVESTING ACTIVITIES
(Increase)/Decrease in Equity Investments (44) -
Proceeds from Sale of Property, Plant & Equipment 30 66
Purchase of Property, Plant & Equipment (10,419) (16,464)
Purchase of Intangible Assets (10,237) (55)
(20,670) (16,452)
FINANCING ACTIVITIES
Dividends Paid (2,395) (3,009)
NET INCREASE IN CASH AND
CASH EQUIVALENTS 68,424 17,862
ANALYSIS OF CASH AND CASH EQUIVALENTS
Balance as at 1st January, 184,391 166,529
Add Net Cash Flow 68,423 17,862
Balance as at 31st December 252,814 184,391
COMPOSITION
Cash on Hand 34,360 25,982
Balance with Bank of Ghana 96,480 44,903
Balances with other Banks 4,843 14,895
Government Securities 49,650 29,026
Overnight Lending 5,050 15,065
Foreign Time Deposits 48,137 42,081
Items in Course of Collection 14,293 12,438
252,814 184,391

... Your Trusted and Dependable Partner

THE BANK
2014 2013
GH¢’000 GH¢’000
30,158 21,105
5,623 4,907
1,581 1,240
8,258 11,833
8 141
26 (33)
45,653 39,193
32,540 (26,409)
(243,232) (112,252)
(1,786) (394)
192,412 137,934
(3,440) (457)
77,611 6,871
(6,146) (8,790)
93,612 35,695
- (1,000)
30 66
(12,568) (14,232)
(10,172) (45)
(22,710) (15,211)
(2,395) (3,009)
68,507 17,475
184,004 166,529
68,507 17,475
252,511 184,004
34,360 25,982
96,480 44,903
4,843 14,895
49,348 28,996
5,050 15,013
48,137 42,081
14,293 12,135
252,511 184,004
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY - GROUP

Balance at 1st January 2014

Total Comprehensive Income

Transactions with owners

Dividend Paid

Other Movement in Equity
Transfers to Statutory Reserve

Transfer to Credit Risk Reserve

Total Transfers

Balance at 31st December, 2014

Comparative Figures — 2013

Balance 1st January, 2013

Total Comprehensive Income

Transaction with Owners

Dividend Paid

Other Movements in Equity

Transfer to Statutory Reserve

Transfer to Credit Risk Reserve

Total Transfers

Balance 31st December, 2013

STATED  INCOME  STATUTORY  CAPITAL CREDIT RISK TOTAL
CAPITAL  SURPLUS RESERVE  SURPLUS RESERVE EQUITY
GH¢’000  GH¢’000 GH¢’000 GH¢’000 GH¢’000 GH¢’000
62,453 7,985 22,443 5,500 1,679 100,060
- 20,344 - - - 20,344
62,453 28,329 22,443 5,500 1,679 120,404
- (2,395) - - - (2,395)

- (9,694) 9,694 - - -

- (838) - - 838 -

- (12,927) 9,694 - 838 (2,395)
62,453 15,402 32,137 5,500 2,517 118,009
62,453 3,778 15,386 5,500 1,086 88,203

- 14,865 - - - 14,865

62,453 18,644 15,386 5,500 1,086 103,069

- (3,009) - - - (3,009)

- (7,056) 7,056 - - -

- (593) - - 593 -

- (7,649) 7,056 - 593 -
62,453 7,985 22,443 5,500 1,679 100,060
33
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY — BANK

Balance 1st January, 2014

Total Comprehensive Income

Transactions with owners

Dividend Paid

Other Movement in Equity

Transfers to Statutory Reserve

Transfer to Credit Risk Reserve

Total Transfers

Balance at 31st December, 2014

Comparative Figures — 2013
Balance 1st January, 2013.

Total Comprehensive Income

Transaction with Owners
Dividend Paid
Other Movements in Equity

Transfer to Statutory Reserve

Transfer to Credit Risk Reserve

Total Transfers

Balance 31st December, 2013

STATED INCOME  STATUTORY CAPITAL  CREDIT RISK TOTAL
CAPITAL  SURPLUS RESERVE  SURPLUS RESERVE EQUITY
GH¢’000 GH¢’000 GH¢’000 GH¢’000 GH¢’000 GH¢’000
62,453 4,124 22,442 5,500 1,679 96,198

- 19,388 - - - 19,388

62,453 23,513 22,442 5,500 1,679 115,586

- (2,395) - - - (2,395)

- (9,694) 9,694 - - -

- (838) - - 838 -

- (12,927) 9,694 - 838 (2,395)

62,453 10,586 32,136 5,500 2,517 113,191
62,453 671 15,385 5,500 1,086 85,095

- 14,112 - - - 14,112

62,453 14,783 15,385 5,500 1,086 99,207

- (3,009) - - - (3,009)

- (7,056) 7,056 - - -

- (593) - - 593 -

- (10,658) 7,056 - 593 -

62,453 4,124 22,442 5,500 1,679 96,198
34
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1.0

1.1

1.2

2.0

2.1

2.2

2.3

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2014

STATEMENT OF COMPLIANCE

International Financial Reporting Standards (IFRSs)

The financial statements of the Bank for the year ended 31st December 2014 have been
prepared in accordance with International Financial Reporting Standards (IFRSs).

References

References to “The financial statements” comprise the Consolidated Statements of:

a. Comprehensive Income;
b. Financial Position;
c. Cash Flows and

d. Changes in Equity.
References to the Group comprise the Bank and its subsidiaries.

ACCOUNTING POLICIES

The significant accounting policies adopted by the Bank and which have been applied
in preparing these financial statements are stated below:

Basis of Measurement

The financial statements have been prepared under the historical cost convention as
modified by the adoption of fair value measurement basis, in compliance with IFRS
requirements, for investments and financial assets and financial liabilities measured at
fair value.

Functional and Presentation Currency

The financial statements are presented in Ghana Cedi (GH¢) which is the functional
and presentation currency of the Group.

Revenue Recognition

Revenue is recognised to the extent that the economic benefits will flow to the Group
and the revenue can be reliably measured. The following specific recognition criteria
apply to revenue recognition.
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2.3.1

2.3.2

2.3.3

Interest Income and Expense

Interest income and expense are recognised in the consolidated statement of
comprehensive income for all interest bearing financial instruments including loans and
advances as interest accrues using the effective interest rate method.

The effective interest rate method is a method of calculating the amortised cost of a
financial asset or liability and of allocating the interest income or interest expense.
The effective interest rate is the rate that exactly discounts the estimated future cash
payments or receipts over the expected life of the instrument to the net carrying amount
of the financial asset or liability.

Non-Interest Income

The Bank earns commission and fees from a wide range of services provided to its
customers. Fee income is accounted for as follows:

- income earned on performance of discrete services (such as funds transfers,
special clearing, transaction negotiation with third parties etc) is recognized as
revenue upon completion of the act or service;

- income arising from service fees (such as special statement requests, safe
custody, commission on turnover, etc) is recognized as services are provided.

Income Tax

Income Tax in the Consolidated Statement of Comprehensive Income comprises current
tax and deferred tax.

Current tax is the tax expected to be payable under the Internal Revenue Act 2000 (Act
592), on the taxable profit for the year.

Deferred income tax is provided on all temporary differences at the financial position date
between the tax bases of assets and liabilities and their carrying amounts. Deferred tax
liabilities are generally recognized for all taxable temporary differences while deferred
tax assets are recognised to the extent that it is probable that future taxable profit will
be available against which deductible temporary differences can be utilized. Deferred
tax is calculated using the rate expected to be applicable in the period during which the
asset will be realized or the liabilities settled.

Deferred tax assets and liabilities are offset when they arise in the same tax reporting
entities and relate to income taxes of the same taxation authority, and when a legal
right to set off exists.

The carrying amount of deferred tax assets is reviewed at each financial position date
and adjusted to the extent that it is no longer probable that sufficient taxable profit will
be available for full or partial utilization of the deferred tax asset.
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24

2.41

24.2

2.4.3

24.4

Financial Instruments Categorisation, Initial Recognition and Subsequent
Measurement

Categorisation

The Group classifies its financial assets in the following categories: Financial assets
at fair value through profit or loss; financial assets measured at amortised cost; and
financial assets measured at fair value through other comprehensive income.

Date of Recognition

Purchases and sale of financial assets are recognized on the transaction date.

Initial Recognition of Financial Instruments

Financial instruments are initially recognized at their fair value plus, in the case of
financial assets or financial liabilities not at fair value through profit or loss, transaction
costs that are directly attributable to the acquisition or issue of the financial asset or
financial liability.

Subsequent Measurement of Financial Instruments

a. Financial Assets at Fair Value Through Profit or Loss

Afinancial asset at fair value through profit or loss is a financial asset that meets
either of the following conditions:

. Held for Trading

Afinancial asset is classified as held for trading if it is acquired principally
for the purpose of selling in the near future, or is part of a portfolio of
identified financial instruments that are managed together and for which
there is evidence of a recent actual pattern of short-term profit-taking.

. Designated at Fair Value Through Profit or Loss

Upon initial recognition as financial asset, it is designated at fair value
through profit or loss. Financial assets at fair value through profit or
loss are measured at fair value subsequent to initial recognition. Gains
or losses upon subsequent measurement are treated in profit or loss.
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b. Financial Assets Measured at Amortised Cost

Afinancial asset is measured at amortised cost if both of the following conditions
are met:

i. The asset is held within a business model whose obijective is to hold
assets in order to collect contractual cash flows.

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

Term loans to customers come under this category. They are initially recognized
when cash is advanced to the borrowers at fair value, inclusive of transaction
costs. Subsequent to initial recognition, term loans are measured at amortised
cost less impairment losses.

C. Financial Assets Measured at Fair Value Through Other Comprehensive Income

Securities including investments in money market and equity shares, other
than those classified as trading securities, or at fair value through profit or loss,
are classified and recognised in the statement of financial position at their fair
value. Other financial assets that are neither cash nor categorized under any
other category also come under this classification.

Financial assets measured at fair value through other comprehensive income
are measured at fair value with gains and losses arising from changes in fair
value recognised directly in other comprehensive income until the financial asset
is either sold, becomes impaired, or matures, at which time the cumulative gain
or loss previously recognised in equity is recognised in profit or loss.

Interest calculated using the effective interest method is recognised in the
consolidated statement of comprehensive income. Dividends on equity
instruments are recognised in the consolidated statement of comprehensive
income when the Bank’s right to receive payment is established.

d. Financial Liabilities

Financial liabilities are classified as non-trading, held for trading or designated at
fair value through profit or loss. Non-trading liabilities are measured subsequent
to initial recognition at amortised cost by applying the effective interest method.
Held for trading liabilities or liabilities designated at fair value through profit or
loss, are measured at fair value. All financial liabilities shown in the statement
of financial position are non-trading liabilities.
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2.4.5 Determination of Fair Value of Financial Instruments

2.4.6

2.4.7

Availability of Active Market

The fair value of a financial instrument traded in active markets such as the
Ghana Stock Exchange (GSE) at the reporting date is based on its quoted
market price without any deduction of transaction costs.

Non-Availability of Active Market

Equity investments that do not have a quoted market price in an active market and
whose fair value cannot be reliably measured are measured at cost. Investments
whose fair value can be reliably measured are measured professionally through
the use of valuation techniques.

Short Term Receivables

The fair value of short term receivables approximate book value and are measured
as such.

Derecognition of Financial Assets and Liabilities

A financial asset or a portion thereof, is derecognized when the Bank’s rights to cash
flows has expired or when the Group has transferred its rights to cash flows relating to the
financial assets including the transfer of substantially all the risk and rewards associated
with the financial assets or when control over the financial assets has passed.

A financial liability is derecognized when the obligation is discharged, cancelled or has
expired.

Impairment of Financial Assets

a.

Framework for Measuring Impairment of Financial Assets

At each reporting date, the Bank assesses whether, as a result of one or more
events occurring after initial recognition, there is objective evidence that a
financial asset or group of financial assets has become impaired.

Evidence of impairment may include indications that the borrower or a group of
borrowers is experiencing significant financial difficulty, default or delinquency
in interest or principal payments, or the fact that the debt is being restructured
to reduce the burden on the borrower.

Loans and Advances and Amounts due from Banks & other Financial Institutions

For loans and advances to customers and amounts due from banks and other
financial institutions carried at amortised cost, the Bank first assesses individually
whether objective evidence of impairment exists individually for financial assets
that are individually significant, or collectively for financial assets that are not
individually significant. If the Bank determines that no objective evidence of
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impairment exists for an individually assessed financial asset, whether significant
or not, it includes the asset in a group of financial assets with similar credit
risk characteristics and collectively assesses them for impairment. Assets that
are individually assessed for impairment and for which an impairment loss is,
or continues to be recognized, are not included in a collective assessment of
impairment.

If there is objective evidence that an impairment loss has been incurred, the
amount of the loss is measured as the difference between the asset’s carrying
amount and the present value of the estimated future cash flows (excluding future
expected credit losses that have not yet been incurred). The carrying amount of
the asset is reduced through the use of an Allowance Account and the amount
of the loss is recognized in the statement of comprehensive income.

Loans together with the associated allowances are written off when there is
no realistic prospect of future recovery and all collaterals have been utilized or
have been transferred to the Bank and all the necessary procedures have been
completed.

If, in a subsequent year, the amount of the estimated impairment loss increases
or decreases because of an event occurring after the impairment was recognized,
the previously recognized impairment loss is increased or reduced by adjusting
the Allowance Account. If a future write-off is later recovered, the recovery is
credited to the ‘Credit loss expense’.

The present value of the estimated future cash flows is determined using the
financial asset’s original effective interest rate. If a loan has a variable interest
rate, the discount rate for measuring any impairment loss is the current effective
interest rate.

For the purposes of collective evaluation of impairment, financial assets are
grouped on the basis of the Bank’s internal credit grading system that considers
credit risk characteristics, such as asset type, industry, geographical location,
collateral type, past-due status and other relevant factors.

C. Other Financial Assets

The Bank assesses at each reporting date whether there is objective evidence
that an investment or group of investments is impaired.

In the case of equity investments, objective evidence would include significant
or prolonged decline in the fair value of the investment below its cost.

In the case of other debt instruments, impairment is assessed based on the same
criteria as financial assets carried at amortised cost. [f, in a subsequent year,
the fair value of a debt instrument increases and the increase can be objectively
related to an event occurring after the impairment loss was recognised in the
statement of comprehensive income, the impairment loss is reversed through
the statement of comprehensive income.
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2.5

2.6

Regulatory Credit Risk Reserve

To cater for any shortfall between the Bank of Ghana’s credit loss provision requirements
and loans and advances impairments based on IFRS principles, a charge or credit is
made to Income Surplus in respect of the difference required to bring up the cumulative
provision to the level required under the Bank of Ghana regulations. Under current
regulations, the credit risk reserve does not qualify as Tier 1 capital for the computation
of capital adequacy.

Property, Plant and Equipment

The Group recognizes an item of property, plant and equipment as an asset when it is
probable that future economic benefits will flow to it and the amount meets the materiality
threshold set by the Group.

Property, plant and equipment are stated at cost or revalued amount less accumulated
depreciation and any impairment in value. Depreciation is provided on the depreciable
amount of each component on a straight-line basis over the anticipated useful life of
the asset. No depreciation is provided on land.

Land and buildings are revalued every five years or at shorter intervals as may be
deemed necessary by the Group.

The current annual depreciation rates for each class of property, plant and equipment
are as follows:

. Computer Hardware - 25%

. Furniture and Fittings - 20%

. Motor Vehicle - 20%

. Branch Development - 12',%
. Plant & Machinery - 12',%
. Office Equipment - 12'/,%
. Land and buildings - 3%

Costs associated with routine servicing and maintenance of assets are expensed as
incurred. Subsequent expenditure is only capitalized if it is probable that future economic
benefits associated with the item will flow to the Group.

The carrying values of property, plant and equipment are reviewed for indications of
impairment when events or changes in circumstances indicate the carrying value may
not be recoverable. If any such indication exists and where the carrying values exceed
the estimated recoverable amount, the assets or cash-generating units are written down
to their recoverable amount.

The recoverable amount of property, plant and equipment is the greater of net selling
price and value in use. In assessing value in use, the estimated future cash flows are
discounted to their present value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the risks specific to the asset.
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2.6.1

2.7

2.8

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

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

Investment Property

Investment property is recognized as an asset when:

a. It is probable that the future economic benefits that are associated with the
investment property will flow to the entity; and

b. The cost of the investment property can be measured reliably.
Investment property is a property held to earn rentals or for capital appreciation or both.

The Group uses the fair value model in measuring its investment property. Under this
model, investment property is initially measured at cost which includes transaction costs.

After initial recognition, investment property is subsequently measured at fair value
which reflects market conditions at the end of the reporting period or by a valuation by
a knowledgeable professional valuer.

A gain or loss arising from a change in the fair value is recognized in profit or loss for
the period in which it arises.

An investment property is derecognized (eliminated from the Consolidated Statement of
Financial Position) on disposal, transferred to owner-occupied or when the investment
property is permanently withdrawn from use and no future economic benefits are
expected from its disposal.

Intangible Assets — Computer Software

Costs incurred to acquire and bring to use specific computer software licenses are
capitalized and amortised on the basis of the expected useful lives using the straight-
line method. Maximum useful life ranges between 4 and 5 years.

Provisions

The Group recognizes provisions when it has a present obligation (legal or constructive)
as a result of past events and it is probable that an outflow of resources embodying
economic benefits will be required to settle the obligation and a reliable estimate can
be made of the amount of the obligation. Where the Group expects some or all of a
provision to be reimbursed, the reimbursement is recognized as a separate asset but
only when the reimbursement is virtually certain. The expense relating to any provision
is presented in the statement of comprehensive income net of any reimbursement.
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2.9

2.10

2.11

2.12

If the effect of the time value of money is material, provisions are determined by
discounting the expected future cash flows at a pre-tax rate that reflects current market
assessments of the time value of money and, where appropriate, the risks specific to
the liability. Where discounting is used, the increase in the provision due to the passage
of time is recognised as a borrowing cost.

Foreign Currency

Transactions denominated in foreign currency are translated into cedis at the rates of
exchange ruling on the dates of the transactions.

Assets and liabilities denominated in foreign currencies are translated into cedis at
exchange rates ruling at the statement of financial position date.

Any gains or losses resulting from foreign currency translation or exchange are dealt
with through the Consolidated Statement of Comprehensive Income for the year.

Cash & Cash Equivalents

For the purposes of the statement of cash flows, cash and cash equivalents include cash,
balances with Bank of Ghana, amounts due from other banks and financial institutions
and short term government securities.

Borrowings

Borrowings are recognised initially at fair value, net of transaction costs incurred.
Borrowings are subsequently stated at amortised cost. Any difference between the
amount initially recognised (net of transaction costs) and the redemption value is
recognised in the consolidated statement of comprehensive income over the period of
the borrowings using the effective interest rate method.

Impairment of Non-Financial Assets

The carrying amount of the Group’s non-financial assets, other than deferred tax assets,
are reviewed at each reporting date to determine whether there is any indication of
impairment. If any such indication exists then the assets recoverable amount is estimated.

An impairment loss is recognised if the carrying amount of an asset exceeds its recoverable
amount. The recoverable amount of an asset is the greater of its value in use and its fair
value less costs to sell. Impairment losses are recognised in the consolidated statement
of comprehensive income.

Impairment losses recognised in prior periods are assessed at each reporting date for
any indication that the loss has decreased or no longer exists. An impairment loss is
reversed if there has been a change in the estimates used to determine the recoverable
amount. An impairment loss is reversed only to the extent that the assets carrying
amount does not exceed the carrying amount that would have been determined, net
of depreciation or amortisation, if no impairment loss had been recognised.
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2.13
2.13.1

2.13.2

2.13.3

214

2.15

2.151

Employee Benefits
Short-Term Benefits

Short-term employee benefits are amounts payable to employees that fall due wholly
within twelve months after the end of the period in which the employee renders the
related service.

The cost of short-term employee benefits is recognised as an expense in the period
when the economic benefit is given as an employment cost. Unpaid short-term employee
benefits as at the end of the accounting period are recognised as accrued expenses
and any short-term benefit paid in advance are recognised as prepayments to the extent
that they will lead to future cash refunds or a reduction in future cash payments.

Wages and salaries payable to employees are recognised as an expense in the
consolidated statement of comprehensive income at gross amount. The Group’s
contributions to the social security fund are also charged as expenses.

Defined Benefit Pension Scheme

Under a National Defined Benefit Pension Scheme, the Group contributes amounts
equivalent to13% of employees’ basic salary to Social Security and National Insurance
Trust (SSNIT) for employee pensions. The Group’s obligation is limited to the relevant
contributions, which are settled on due dates. The pension liabilities and obligations,
however, rest with SSNIT.

Provident Fund

The Bank has a Provident Fund Scheme for all permanent employees. Employees
contribute 5% of their basic salary to the Fund whilst the Bank contributes 5%. The
Bank’s obligation under the plan is limited to the relevant contribution which is invested
at interest rates agreed by the trustees of the scheme and the Bank.

Events after the Reporting Date

Events subsequent to the reporting date are reflected only to the extent that they relate
directly to the financial statements and the effect is material.

New Standards and Interpretations

Standards and Interpretations Effective, Relevant, and Adopted in the Current Year

The following standards, amendments to the existing standards and interpretations
issued by the International Accounting Standards Board are effective for the current
period:
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(i) Amendments to IAS 32 “Financial Instruments: Presentation”
- Offsetting Financial Assets and Financial Liabilities

The amendments clarify that rights of set off must not only be legally
enforceable in the normal course of business, but must also be enforceable
in the event of default and the event of bankruptcy or insolvency of all
of the counterparties to the contract including the reporting entity itself.
The amendments also clarify that right of set off must not be contingent
on a future event.

The IAS 32 offsetting criteria require the reporting entity to intend either
to settle on a net basis, or to realise the asset and settle the liability
simultaneously. The amendments clarify that only gross settlement
mechanisms with features that eliminate or result in insignificant credit
and liquidity risk and that process receivables and payables in a single
settlement process or cycle would be, in effect equivalent to the net
settlement and therefore, meet the net settlement criterion.

2.15.2 Standards and Interpretations not yet Effective

The following standards which are relevant to the financial statements have been
published but not yet effective. Consequently the Bank has not adopted them.

IFRS 9 “Financial instruments”
Summary of the Requirements

IFRS 9, published in July 2014, replaces the existing guidance in IAS 39 “Financial
Instruments: Recognition and Measurement”. IFRS 9 includes revised guidance on
the classification and measurement of financial instruments, including a new expected
credit loss model for calculating impairment on financial assets, and the new general
hedge accounting requirements. It also carries forward the guidance on recognition
and derecognition of financial instruments from IAS 39.

IFRS 9 is effective for annual reporting periods beginning on or after 1 January 2018,
with early adoption permitted.

Possible Impact on Consolidated Financial Statements

The Group is assessing the potential impact on its consolidated financial statements
resulting from the application of IFRS 9.

Given the nature of the Group’s operations, this standard is expected to have a pervasive
impact on the Group’s financial statements. In particular, calculation of impairment of
financial instruments on an expected credit loss basis is expected to result in an increase
in the overall level of impairment allowances.
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3.0

3.1

3.2

IFRS 15 “Revenue from Contracts with Customers”
Summary of the Requirements

IFRS 15 establishes a comprehensive framework for determining whether, how much
and when revenue is recognised. It replaces existing revenue recognition guidance,
including IAS 18 “Revenue”, IAS 11 “Construction Contracts” and IFRIC 13 “Customer
Loyalty Programmes>.

IFRS 15 is effective for annual reporting periods beginning on or after 1 January 2017,
with early adoption permitted.

Possible Impact on Consolidated Financial Statements

The Group is assessing the potential impact on its consolidated financial statements
resulting from the application of IFRS 15.

The following new or amended standards are not expected to have a significant impact
of the Group’s consolidated financial statements:

. Defined Benefit Plans: Employee Contributions (Amendments to IAS 19).

. IFRS 14 “Regulatory Deferral Accounts”

. Accounting for Acquisitions of Interests in Joint Operations (Amendments to
IFRS 11)

. Clarification of Acceptable Methods of Depreciation and Amortisation

(Amendments to IAS 16 and IAS 38)

Significant Accounting Estimates, Assumptions and Judgements

In the preparation of the financial statements, the Group makes estimations and applies
judgement that could affect the reported amount of assets and liabilities. Key areas in
which judgement is applied include:

Fair value of Unquoted Equity Investments

The unquoted equity instruments have been valued based on the expected cash
flows and discounted current rates applicable for items with similar terms and risk
characteristics. This valuation requires the Group to make estimates about expected
future cash flows and discount rates, and hence they are subject to uncertainty.

Deferred Tax Assets

Deferred tax assets are recognised for all unused tax losses to the extent that it is
probable that taxable profit will be available against which the losses can be utilised.
Significant management judgment is required to determine the amount of deferred tax
assets that can be recognised based upon the likely timing and level of future taxable
profits together with future tax planning strategies.
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3.3

3.4

Impairment of Financial Assets

The Group makes an allowance for unrecoverable financial assets when there is objective
evidence that the carrying amount may not be recoverable. Significant management
judgement is required to determine when objective evidence of impairment exists, and
also in estimating future cash flows from the assets.

Impairment of Non Financial Assets (Including Property, Plant & Equipment (PPE))

The Group assesses at least at each financial year end whether there is any evidence that
non financial assets (including PPE) may be impaired. Where indicators of impairment
exist, an impairment test is performed. This requires an estimation of the value in use of
the asset or the cash-generating units to which the asset belongs. Estimating the value
in use amount requires management to make an estimate of the expected future cash
flows from the asset or the cash generating unit and also to select a suitable discount
rate in order to calculate the present value of those cash flows.
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