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Directors’ report  

 
The directors present their annual report and the audited statutory financial statements of Zenith Bank (UK) Limited 
(the "Company" or the "Bank") for the year ended 31 December 2012.  
 
Principal activities  
 
The Company is an authorised person under The Financial Services and Markets Act 2000. It is authorised and 
regulated by The Financial Conduct Authority ("FCA") and the Prudential Regulation Authority. 
  
The Company is a wholly owned subsidiary of Zenith Bank PLC (the "Parent') a leading Nigerian financial institution. 
The Company markets and sells a range of banking products with its target market being West African companies, 
as well as investment banks, governments and supranational organisations. The Company generates revenue 
through the extension of credit to corporate clients and High Net Worth individuals, participating in syndicated 
structured trade finance facilities, the distribution of Government, bank and corporate eurobonds, processing of 
Letters of credit and trading related trade services. Supporting these activities is the treasury department which 
prudently manages liquidity exposures and the asset and liability mismatches arising from the Company's activities. 
The Company's main competitors are international banks and other West African owned financial institutions 
operating within the international lending and capital markets arena. The Company does not have any branches 
outside the United Kingdom. 
 
The Chief Executive, Andrew Martin will resign on 19 April 2013. The bank is due to appoint a Financial Conduct 
Authority and Prudential Regulation Authority approved person. 
 
Business review  
 
The results for the year are set out in the Statement of Comprehensive Income on page 8 The Company's primary 
objectives are  
 

 to create sustainable growth,  

 to capitalize on the Parent's existing customer relationships by providing international banking and capital 
market products,  

 to improve existing customer relationships by increasing the range of products available to clients,  

 to ensure that the risks inherent in the businesses are subject to controls and risk management oversight,  

 to ensure that new and enhanced technologies are implemented to support the business, and  

 to build and develop leadership capability and management expertise. 
 
Development and performance of the business during the financial year  
 
The Company returned a profit before tax of £6.93 million for the year, an increase of £1.95 million over the previous 
year.  The increase in profits related to a number of factors, mainly an increase in the volume together with 
enhanced yields on the corporate loan book and an increase in fees and commissions primarily from letter of credit 
processing and related trade services. Overall the Company's revenues increased by 19% over the previous year 
reflecting the buoyant economic climate in West Africa and the increased investor appetite for African risk during the 
year ended 31 December 2012.  
 
Corporate and Correspondent Banking  
 
During the year, the Company continued its disciplined lending approach. Loans and advances to customers 
increased year on year by £73 million or 44% reflecting a significant increase in demand tempered by the bank’s 
prudent approach to lending. The revenues received on the corporate lending portfolio of £7 million accounted for 
47% of the Company's revenues for the year. The loan portfolio continues to be balanced with established 
concentrations of geographic and industry specialization.  
The Company’s trade finance business continued to expand during the year with fee income of £3 million 
representing an increase of £0.5 million or 22% over the previous year. The Company’s market continues to be 
predominantly Nigerian although the year witnessed increased activity from Ghana, Gambia and Sierra Leone. 
 
Fixed Income 
 
Non-trading debt securities held increased overall by £8.9 million or 9% compared to the previous year. The 
resultant net interest Income increased by £0.6 Million or 12% during the year reflecting a reduction in lower yielding 
assets and their replacement with higher yielding bonds purchased on the secondary market. 
  
In accordance with the United Kingdom regulatory liquidity regime the Bank maintained a portfolio of AAA rated 
highly liquid UK gilts and supranational issued eurobonds throughout the year. This portfolio was churned regularly 
and profitably during the year under review. In addition, the various portfolios are carefully managed and diversified 
with regard to maturity and credit exposure  
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Treasury  
 
The mandate of the Company's treasury operation is to prudently manage liquidity and asset and liability 
mismatches arising from the Company's funding activities. The treasury operation also actively seeks to reduce the 
funding cost of the Company. 
 
In addition the Treasury department actively trades a number of foreign currency products including spot, forwards, 
non-deliverable forwards and options. It also trades interest rate products including financial futures and options on 
futures.  
Treasury trading revenue, amounted to £1.5 million representing an increase of 77% over the previous year.   
 
Wealth Management  
 
Wealth Management has a “High Net Worth” client base largely resident in the West African region and who are, in 
the main, existing clients of the Zenith Group.  The department offers high quality and professional banking and 
investment management products and services including advice on Investment products and Investment mortgages 
for properties in Central London in addition to the traditional Wealth Management product and service offerings. 
 
Principal risks and uncertainties  
 
The Company is firmly committed to the management of risk, recognising that sound internal risk management is 
essential to its prudent operation, particularly with the growing complexity, diversity and volatility of markets, 
facilitated by rapid advances in technology and communications. Risk management is given a high priority 
throughout the Company and is integral to the management of the business. 
  
Responsibility for risk management policies, limits and the level of risks assumed lies with the Board of Directors. 
The Board charges management with developing, presenting, updating and implementing these policies, controls 
and limits. The risk management structure is designed to provide assurance that no single event, or combination of 
events, will materially affect the well-being of the Company. The Company's Board of Directors, Audit and Risk 
Committee, Credit Committees, Asset and Liability Committee and Market Risk Committee assist in assessing 
market trends, economic and political developments, and providing strategic direction for all aspects of risk 
management.  Additionally, the Audit and Risk Committee of the Board provides a forum for in-depth review and 
analysis of the risks relating to the Company. Active, hands-on senior management plays a key role in the 
identification, evaluation and management of all risks.  All credit and new product decisions require direct senior 
management approval and the loan portfolio is continuously reviewed with the assistance from the parent. 
Management is supported by a comprehensive structure of independent controls, analysis, reporting processes and 
periodic examination by the bank’s Internal Audit Department.  
 
The Company has in place an extensive number of limits, controls and management information systems to 
facilitate an effective management overview. All limits are approved by the Board of Directors and its sub-
Committees and reviewed at least annually. Limit compliance reports are submitted to the Audit & Risk Committee.  
 
The following basic elements of sound risk management are applied to all the banks financial products and services.  
 

• appropriate review by the Board of Directors and senior management 

• adequate risk management processes which integrate product risk limits  

• sound measurement procedures and information systems  

• continuous risk monitoring and frequent management reporting  

• segregation of duties, comprehensive internal controls and Internal audit procedures  

 
The Company uses derivative instruments to manage future cash flows or cash requirements arising in the normal 
course of activities.   
 
Disclosures relating to the Company's principal risks are detailed in Note 25 are as follows:  
 
Market risk 
 
Market risk is the risk that changes In market prices, such as foreign exchange rates and interest rates, will affect 
the Company's income or the value of its holdings of financial instruments.  As at 31st December 2012, the 
Company had exposure to foreign currency and interest rate market risk, such risks being subject to a 
comprehensive set of limit controls and management review by senior management and the Company’s Market 
Risk Committee on a weekly basis.  
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Liquidity risk 
 
Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due. The 
Company has developed an Individual Liquidity Adequacy Assessment document as required by the regulatory 
authority, together with a suite of stress tests and limits the results which are reviewed by senior management and 
the Company's Asset and Liability Committee on a weekly basis.  
 
Credit risk 
 
Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial instrument fails to 
meet its contractual obligations.  Both credit and counterparty risk are subject to a significant risk control structure, 
including the setting and monitoring of limits and management oversight on a daily basis. 
 
Sovereign Risk 
 
The Company has established procedures to manage country risk.  Majority of this exposure emanates from the 
requirement by the regulator’s liquidity regime for the Company to maintain a portfolio of AAA rated highly liquid 
government and supranational issued eurobonds. Given the frequent periods of volatility in the developed world 
bond markets, the portfolio was actively managed throughout the year under review. 
 
Operational risk 
 
Operational risk is the risk of loss resulting from inadequate or failed internal processes, human behaviour and 
systems, or from external events. Operational risks are managed and controlled within the individual business lines 
through a wide variety of checks and balances to address operational risks and represent an important part of the 
Company's risk management culture.  
 
Going Concern  
 
The Company's business activities, together with the factors likely to affect its future development and position, are 
set out in the Business Review section of the Directors' Report on pages 2 and 3. The directors have satisfied 
themselves that there is no reason to believe that a material uncertainly exists that may cast significant doubt about 
the ability of the Company to continue the year on year growth in profitability and the directors have a reasonable 
expectation that the Company will be able to continue in operational existence for the foreseeable future. They 
therefore continue to adopt the going concern basis of accounting in preparing the annual financial statements.  
 
Capital 
 
On 29 May 2012 the Company issued US$30 million of new ordinary shares which were taken up by the parent. 
Further information on the Company’s capital structure is detailed in the Statement of Changes in Equity on page 10 
of the financial statements. 
 
Results and dividend 
 
The Bank’s profit for the year after taxation amounted to £5.23 million (2011: £3.49 million). The directors do not 
recommend the payment of a dividend for the year ended 31 December 2012.  
 
Directors and directors' interests  
 
The directors who held office during the year were as follows 

Godwin Emefiele   Chairman     
Andrew Martin    Chief Executive  
Udom Emmanuel   Non Executive    
Quentin Aylward   Non Executive  
Renier Lemmens     Non Executive (Resigned on 15 March 2013)  
Llewellyn Charles Llewellyn  Non Executive  
Anthony Uzoebo   Executive Business Development 

 
None of the directors who held office at the end of the financial year had any disclosable interest in the shares of the 
Company. 
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Employees  
 
The Company recognises its social and statutory duty to employ disabled people and follows a policy of providing, 
wherever possible, the same employment opportunities for disabled people as for others. If employees become 
disabled every effort is made to ensure their employment continues, with appropriate training where necessary. 
 
Policy on payment of creditors  
 
The Company's policy, in relation to all of its suppliers, is to settle the terms of payment when agreeing the terms of 
the transaction and to abide by those terms. The Company does not follow any code or standard on payment 
practice but it is the Company's policy to pay all of its suppliers within 30 days of receipt of the goods or services. 
  
Political and Charitable Contributions  
 
During the year the Company made charitable donations of £5,828 (2011: £5,810) to several registered charities. 
No payments were made to political parties (2011: Nil).  
 
 
Auditor  
 
In accordance with the Company’s Articles of Association, a resolution for the re-appointment of KPMG Audit Plc as 
auditor of the Company is to be proposed at the next meeting of the Company’s Board of Directors. 
 
 
Disclosure of information to the auditor 
  
The directors who held office at the date of approval of this Directors’ report confirm that, so far as they are each 
aware, there is no relevant audit information of which the Company's auditor is unaware, and each director has 
taken all the steps that he ought to have taken as a director to make himself aware of any relevant audit information 
and to establish that the Company's auditor is aware of that information. 
  
By order of the Board  
 

39 Cornhill  
London 

EC3V 3ND 
 
Andrew Martin 
Chief Executive  
18 April 2013 
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Statement of directors’ responsibilities in respect of the directors’ report and the financial statements                        

 

The directors are responsible for preparing the Directors’ Report and the financial statements in accordance with 
applicable law and regulations.   

Company law requires the directors to prepare financial statements for each financial year.  Under that law they 
have elected to prepare the financial statements in accordance with IFRSs as adopted by the EU and applicable 
law.   

Under company law the directors must not approve the financial statements unless they are satisfied that they give 
a true and fair view of the state of affairs of the company and of the profit or loss of the company for that period.  In 
preparing these financial statements, the directors are required to:   

 select suitable accounting policies and then apply them consistently;   

 make judgements and estimates that are reasonable and prudent;   

 state whether they have been prepared in accordance with IFRSs as adopted by the EU; and   

 prepare the financial statements on the going concern basis unless it is inappropriate to presume that the 
company will continue in business.   

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the 
company’s transactions and disclose with reasonable accuracy at any time the financial position of the company 
and enable them to ensure that the financial statements comply with the Companies Act 2006.  They have general 
responsibility for taking such steps as are reasonably open to them to safeguard the assets of the company and to 
prevent and detect fraud and other irregularities. 

 

 

Approved by the Board of Directors 

and signed on behalf of the Board 

 

 

 

 

 

Andrew Martin 

Chief Executive 

18 April 2013 

Company registration no. 05713749 
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF ZENITH BANK (UK) LIMITED  

We have audited the financial statements of Zenith Bank (UK) Limited for the year ended 31 December 2012 set out 
on pages 8 to 43. The financial reporting framework that has been applied in their preparation is applicable law and 
International Financial Reporting Standards (IFRSs) as adopted by the EU.   

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the 
Companies Act 2006.  Our audit work has been undertaken so that we might state to the company’s members those 
matters we are required to state to them in an auditor’s report and for no other purpose.  To the fullest extent 
permitted by law, we do not accept or assume responsibility to anyone other than the company and the company’s 
members, as a body, for our audit work, for this report, or for the opinions we have formed.   

Respective responsibilities of directors and auditor   

As explained more fully in the Directors’ Responsibilities Statement set out on page 6 the directors are responsible 
for the preparation of the financial statements and for being satisfied that they give a true and fair view.  Our 
responsibility is to audit, and express an opinion on the financial statements in accordance with applicable law and 
International Standards on Auditing (UK and Ireland).  Those standards require us to comply with the Auditing 
Practices Board’s Ethical Standards for Auditors.   

Scope of the audit of the financial statements   

A description of the scope of an audit of financial statements is provided on the Financial Reporting Council’s 
website at www.frc.org.uk/auditscopeukprivate. 

Opinion on financial statements   

In our opinion the financial statements:   

 give a true and fair view of the state of the company’s affairs as at 31 December 2012 and of its profit for the 
year then ended;   

 have been properly prepared in accordance with IFRSs as adopted by the EU; and   

 have been prepared in accordance with the requirements of the Companies Act 2006.   

Opinion on other matter prescribed by the Companies Act 2006   

In our opinion the information given in the Directors’ Report for the financial year for which the financial statements 
are prepared is consistent with the financial statements.   

Matters on which we are required to report by exception   

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to 
you if, in our opinion:   

 adequate accounting records have not been kept, or returns adequate for our audit have not been received 
from branches not visited by us; or   

 the financial statements are not in agreement with the accounting records and returns; or   

 certain disclosures of directors’ remuneration specified by law are not made; or   

 we have not received all the information and explanations we require for our audit.   

 

 

Samer Hijazi, Senior Statutory Auditor   

for and on behalf of KPMG Audit Plc, Statutory Auditor   

Chartered Accountants   

15 Canada Square, London, E14 5GL 

London 

19 April 2013 

 
 
 
 
 

http://www.frc.org.uk/auditscopeukprivate
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Statement of Comprehensive Income 
   For the Year 31 December 2012 
   

    

  

Year Ended 
31December 2012 

Year Ended 
31December 2011 

 
Note £ £ 

Income 
   

Interest Income 4  15,116,657   11,095,555  

Interest Expense 
 

 (7,289,584)  (3,464,967) 

    Net Interest Income 
 

       7,827,073  7,630,588 

    Fees and Commissions 5 4,044,857 2,861,057 

Other Income 
 

2,573,067 1,663,616 

    Operating Income 
 

14,444,997 12,155,261 

    Expenses 
   Personnel Expenses 7 (4,630,847) (4,336,107) 

Depreciation and amortisation 
 

(584,051) (746,144) 

Other Expenses 
 

(2,302,011) (2,099,324) 

    Operating Profit/  (Loss) before Tax 
 

6,928,088 4,973,686 

    Taxation 10 (1,696,136) (1,482,506) 

    Profit for the year 
 

5,231,952 3,491,180 

    Other Comprehensive Income for the year 
 

- - 

    Total comprehensive income attributable to equity holders  5,231,952 3,491,180 

    

    
The 2012 results are all from continuing operations. 

 
The notes on pages 12 to 43 are an integral part of these financial statements 
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Statement of Financial Position 
    

For the year 31 December 2012 
    

  

31 December 
2012 

31 December 
2011 

1 January 
2011 

 
Note £ £ £ 

Assets 
    

Cash and Cash equivalents 11 
                                              

125,827,641  
                                                     

105,626,894  
                                                  

115,217,910  

Loans and Advances to Banks 12 
                                                

76,078,225 
                                                       

61,419,000  
                                                    

48,318,944  

Loans and Advances to customers 13 
                                              

237,794,910  
                                                     

165,254,331  
                                                    

63,963,463  

Securities Trading 14 
                                                

58,615,627 
                                                       

59,620,454  
                                                    

59,615,464  

Securities Investment 15 
                                              

110,703,457  
                                                     

101,841,799  
                                                  

119,292,790  

Property, Plant and Equipment 16 
                                                      

792,741  
                                                             

814,682  
                                                      

1,208,163  

Intangible Assets 17 
                                                      

520,450  
                                                             

528,952  
                                                          

583,686  

Deferred Tax Assets 18 
                                                      

146,656  
                                                             

119,289  
                                                          

255,467  

Other Assets 19 
                                                      

584,023  
                                                             

767,319  
                                                          

923,988  

     
Total Assets 

 

                               
611,063,730 

                                    
495,992,720  

                                  
409,379,875  

     Liabilities 
    

Deposits from Banks 20 
                                              

467,664,981  
                                                     

416,466,071  
                                                  

341,261,910  

Deposits from Corporates 21 
                                                

74,161,619  
                                                       

34,303,520  
                                                    

26,986,528  

Other Liabilities 22 
                                                   

2,401,046  
                                                         

2,113,611  
                                                      

1,513,099  

Total Liabilities 
 

                               
544,227,646  

                                    
452,883,202  

                                  
369,761,537  

     Equity 
    

Capital 
 

                                                
53,459,131  

                                                       
35,001,000  

                                                    
35,001,000  

Retained Earnings 
 

                                                
13,376,953  

                                                         
8,108,518  

                                                      
4,617,338  

Total equity attributable to the equity holders of 
the bank 

 

                                 
66,836,084  

                                      
43,109,518  

                                    
39,618,338  

     
Total liabilities and equity 

 

                               
611,063,730  

                                    
495,992,720  

                                  
409,379,875  

 
These statutory financial statements were approved by the board of directors on 19 April 2013 and were signed on 
its behalf by 
 
 
 
 
 
Andrew Martin      Godwin Emefiele 
Chief Executive      Chairman 
The notes on pages 12 to 43 are an integral part of these financial statements  
Company registration no: 05713749
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Statement of Changes in Equity 

   

For the year 31 December 2012 
   

  
Share Capital 

Retained 
Earnings Total Equity 

  
£ £ £ 

     
Balance as at 1January 2012 

             
35,001,000  

               
8,108,518  43,109,518 

Profit for the year 
  

               
5,231,952  

                       
5,231,952   

Transfer from reserves   36,483 
                            

36,483 

Shares Issued 
 

             
18,458,131  

                            
-    

                     
18,458,131  

     
Balance at 31 December 2012 

             
53,459,131  

             
13,376,953  

                     
66,836,084  

     

     
Balance as at 1January 2011 

             
35,001,000  

               
4,617,338  

                     
39,618,338  

Profit for the year 
  

               
3,491,180  

                       
3,491,180   

Shares Issued 
  

                            
-    

                          
-    

     

Balance at 31 December 2011 
             

35,001,000  
               

8,108,518  
                     

43,109,518  

 
 
 
The notes on pages 12 to 43 are an integral part of these financial statements.
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Consolidated statement of cash flows 

    
For the year ended 31 December 2012 Notes 2012 

 
2011 

     

Cash flows from operating activities 
    

Profit for the period 
 

                   
5,231,952  

 

                 
3,491,180  

Adjustments for:  
   

Depreciation of property, plant and equipment 8 
                      

255,337 
 

                    
412,530  

Amortization of intangible assets 8 
                      

328,714  
 

                    
333,614  

Income tax expense 10 
                   

1,696,136    
                 

1,482,506  

 
    

Change in loans and advances to banks 12 
               

(14,659,225) 
 

             
(13,100,056) 

Change in loans and advances to customers 13 
               

(72,540,579) 
 

           
(101,290,868) 

 
Change in trading securities 14 

                   
1,004,827   

                      
(4,990) 

Change in other assets 19 
                      

183,296  
 

                    
156,669  

Change in deposits from banks 20 
                 

51,198,910  
 

               
75,204,161  

Change in deposits from corporates 21 
                 

39,858,099   
                 

7,316,992  

Change in other liabilities excluding tax  274,720   
                    

488,392  

Income tax adjustments  
                             

(10,771)                       -  

Income tax paid  
                      

(1,663,534)    
                    

(1,234,208)  

Net cash from / (used in) operating activities  
                   

11,157,882  
 

             
(26,744,078) 

     

Cash flows from investing activities  
   

Change in investment securities 15 
                 

(8,861,658) 
 

               
17,450,991  

Acquisition of property, plant and equipment 16 
                    

(233,396) 
 

                    
(19,049) 

Acquisition of intangible assets 17 
                    

(320,212) 
 

                  
(278,880) 

Net cash used in investing activities  
            

(9,415,266)   
                 

17,153,062  

     

Cash flows from financing activities  
   

Proceeds from issue of share capital 26 
                          

18,458,131  
 

                                              
-    

Net cash from financing activities  
                 

18,458,131                     -  

     

Net increase/(decrease) of cash and cash equivalents  
                           

20,200,747    
                      

(9,591,016) 

Cash and cash equivalents as at 01 January  
          

105,626,894  
 

               
115,217,910  

Cash and cash equivalents at 31 December 11 125,827,641               105,626,894  
 
 

The notes on pages 12 to 43 are an integral part of these financial statements.
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1 General information 
 
Zenith Bank (UK) Limited (‘the Company) is a private company, limited by shares. The Company was incorporated 
in England and Wales on 2006. The Company’s registered office (and principal place of business) is situated in 
England, and is currently at 39, Cornhill, London EC3V 3ND. The company is fully owned by the parent and ultimate 
parent undertaking, Zenith Bank Plc, a Bank incorporated in Nigeria. The Company primarily provides trade finance, 
treasury services, correspondent banking, commercial banking, private banking, and asset management to 
customers.   
 
The Company is an authorised person under the Financial Services and Markets Act 2000. It is authorised and 
regulated by the Financial Conduct Authority (“FCA”) and the Prudential Regulation Authority. 

 
Statement of compliance 

 
The financial statements have been prepared accordance with International Financial Reporting Standards (IFRSs) 
as adopted by the EU and with Companies Act 2006. 

 
2 Basis of preparation and significant accounting policies 
 
Going concern 

 
The directors have a reasonable expectation that the company has adequate resources to continue in operational 
existence for the foreseeable future. As the company is not separately rated it relies on funding lines made available 
from the parent. The directors, have satisfied themselves that there is no reason to believe that a material 
uncertainty exists that may cast significant doubt about the ability or willingness of the parent to continue with the 
current financing arrangements. Also, the current financial projections reflect that the company will continue to be 
profitable in the foreseeable future. Accordingly, they continue to adopt the going concern basis in preparing the 
directors’ report and accounts. 
 
Changes in Accounting Policies  
 
These are the Company’s first IFRS financial statements for the year starting from January 1, 2012 and IFRS 1 
First-time Adoption of International Financial Reporting Standards has been applied. An explanation of how the 
transition to IFRSs has affected the reported financial position, financial performance and cash flows of the 
Company is provided in Note 28. 
 
 
The financial statements have been prepared in the Company’s functional and presentation currency, Sterling. They 
are prepared on the historical cost basis except for the following material items in the statement of financial position 

- Financial assets and liabilities held for trading are measured at fair value. 
- Financial instruments designated at fair value through profit and loss are measured at fair value. 

 
Use of estimates and judgements 
 
The preparation of financial statements in conformity with IFRS requires management to make judgements, 
estimates and assumptions that affect the application of accounting policies and the reported amounts of assets, 
liabilities, income and expenses. The estimates and associated assumptions are based on historical experience and 
various other factors that are believed to be reasonable under the circumstances. The results form the basis for 
making judgements about the carrying values of assets and liabilities that are not readily apparent from other 
sources. Actual results may differ from these estimates. The estimates and underlying assumptions are reviewed on 
an on-going basis. Revisions to accounting estimates are recognised in the period in which the estimate is revised if 
the revision affects only that period, or in the period of the revision and future periods if the revision affects both 
current and future periods.  

 
Significant accounting policies 
 
The accounting policies set out below have been applied consistently to all periods presented in the company’s 
financial statements.



ZENITH BANK (UK) LIMITED 

 
Directors’ report and financial statements for the year ended 31 December 2012 

13 

 

 

 
Interest income and expense 

 
Interest income and expense for all interest-bearing financial instruments are recognised in ‘Interest income’ and 
‘Interest expense’ in the statement of comprehensive income using the effective interest rates of the financial assets 
or financial liabilities to which they relate.  
 
The effective interest rate is the rate that discounts estimated future cash payments or receipts through the 
expected life of the financial asset or financial liability or, where appropriate, a shorter period, to the net carrying 
amount of the financial asset or financial liability. When calculating the effective interest rate, cash flows are 
estimated considering all contractual terms of the financial instrument excluding future credit losses. The calculation 
includes all amounts paid or received that are an integral part of the effective interest rate, including fees and 
commission income, transaction costs and all other premiums or discounts.  
 
Interest income and expense on those interest bearing Financial Instruments that are held for trading and 
designated as fair value are recognised in ‘other income’. 
 
Interest on impaired financial assets is recognised at the original effective interest rate of the financial asset applied 
to the carrying amount as reduced by any allowance for impairment. 

 
Fee and commission income 

 
The Company earns fee income from a diverse range of services it provides to its customers. Fee income is 
accounted for as follows: 
 
(i) if the income is earned on the execution of a significant act, it is recognised as revenue when  the 

significant act has been completed (for example, fees arising from negotiating, or participating in the 
negotiation of, a transaction for a third party, such as the arrangement for the acquisition of securities); 

 
(ii) if the income is earned as services are provided, it is recognised as revenue as the services are provided 

(for example, documentary credit confirmation fees, custody and banking service fees); and 
 
(iii) if the income is an integral part of the effective interest rate of a financial instrument, it is recognised as an 

adjustment to the effective interest rate (for example, loan origination fees) and recorded in fee and 
commission income. 

 
(iv) the Company provides certain guarantee facilities which are dependent on uncertain future events  These 

facilities include surety, fidelity, performance, bid and advance payment bonds. In each case, the 
guarantees given by the Company are covered by matching counter-indemnities provided by a third party. 
Fees and commissions arising from the provision of such services are recognised rateably over the period 
for which the service is provided. 

 
Foreign currencies 

 
The Directors regard Sterling as the currency of the primary economic environment in which the Company operates. 
Accordingly, Sterling is regarded as being the functional currency of the Company, which is also the reporting 
currency of the Company. 
 
Income and expense in foreign currencies are recorded in Sterling at the rate of exchange prevailing at the time of 
each transaction. Monetary assets and liabilities denominated in foreign currencies are translated into the functional 
currency at the rate of exchange ruling at the balance sheet date. Any resulting exchange differences are included 
in the income statement.  
 
Non-monetary assets and liabilities in a foreign currency are translated into the functional currency using the rate of 
exchange at the date of the initial transaction. 

 
Income tax 

 
Income tax on the profit or loss for the year comprises current tax and deferred tax. Income tax is recognised in the 
income statement except to the extent that it relates to items recognised directly in shareholders’ equity. 
 
Current tax is the tax expected to be payable on the taxable profit for the year, calculated using tax rates enacted or 
substantially enacted by the balance sheet date, and any adjustment to tax payable in respect of previous years.  



ZENITH BANK (UK) LIMITED 

 
Directors’ report and financial statements for the year ended 31 December 2012 

14 

 

 

 
Deferred tax is recognised on temporary differences between the carrying amount of assets and liabilities in the 
statement of financial position and the amount attributed to such assets and liabilities for tax purposes. Deferred tax 
liabilities are generally recognised for all taxable temporary differences and deferred tax assets are recognised to 
the extent it is probable that future taxable profits will be available against which deductible temporary differences 
can be utilised. Deferred tax is calculated using the tax rates expected to apply in the periods in which the assets 
will be realised or the liabilities settled. 

 
Derivatives and held for risk management purposes 
 
Derivatives 

 
Derivatives held for risk management purposes includes all derivative assets and liabilities that are not classified as 
trading assets and liabilities. 
 
The Company uses derivative financial instruments to manage future cash requirements. The Company uses 
forward foreign exchange, interest rate and other derivative products. Derivatives that are not held for trading are 
fair valued through the Statement of Comprehensive Income. 
 
Fair values are obtained from quoted market prices in active markets, or by using valuation techniques, including 
recent market transactions, where an active market does not exist. All derivatives are classified as assets when their 
fair value is positive or as liabilities when their fair value is negative. 

 
Financial assets 

 
The Company has classified its financial assets in the following categories: financial assets at fair value through 
profit or loss; loans and receivables; held-to-maturity investments.  
 
Management has determined the classification of its investments at 1 January 2011 as it is the final comparative 
period, and thereafter on initial recognition. 
 
Financial Liabilities 

 
Financial liabilities are measured either at amortised cost or fair value if designated at fair value through profit or 
loss. Financial liabilities at fair value through profit or loss are those liabilities that are held for trading and are 
measured at fair value through profit or loss and not amortised cost. 

 
Financial assets at fair value through profit and loss 

 
Financial assets are classified as fair value through profit and loss where the financial asset is held for trading. 
 
A financial is classified as held for trading if: 
 

- it has been acquired principally for the purpose of selling in the near future; or 
- it is a part of an identified portfolio of financial instruments that the Company manages together and has a 

recent actual pattern of short-term profit-taking. 

 
Loans and advances 

 
Loans and advances are non-derivative financial assets with fixed or determinable payments that are not quoted in 
an active market and that the Company does not intend to sell immediately or in the near term.  
 
Loans to customers and banks are classified as loans and advances and are initially recorded at fair value plus any 
attributable transaction costs and subsequently measured at amortised cost using the effective interest rate method, 
less impairment losses, where applicable. 

  
Held-to-maturity 

 
Held-to-maturity investments are non-derivative financial assets with fixed or determinable payments and fixed 
maturities that the Company’s management has the positive intention and ability to hold to maturity. Were the 
Company to sell other than an insignificant amount of held-to maturity assets, the entire category would be tainted 
and reclassified as available for sale. The Company’s management has not identified any assets as falling within 
this category. 
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De-recognition of financial assets and liabilities 
 
Financial assets are de-recognised when the rights to receive cash flows from the assets have expired; or where the 
Company has transferred its contractual right to receive the cash flows of the financial assets and either: 
 
i.   substantially all the risks and rewards of ownership have been transferred; or 
ii.  substantially all the risks and rewards have neither been retained nor transferred but control is not 

retained. 
 
Financial liabilities are de-recognised when they are extinguished, i.e. when the obligation is discharged, cancelled 
or expires. 

 
Impairment of financial assets 
 
The Company assesses at each balance sheet date whether there is objective evidence that a financial asset or 
portfolio of financial assets is impaired. A financial asset or a portfolio of financial assets is impaired and impairment 
losses are incurred if, and only if, there is objective evidence of impairment as a result of one or more events that 
occurred after the initial recognition of the asset (a ‘loss event’) and that loss event (or events) has an impact on the 
estimated future cash flows of the financial asset or portfolio of financial assets that can be reliably estimated. 
Objective evidence that a financial asset or portfolio of assets is impaired includes observable data that comes to 
the attention of the Company about the following loss events: 
 
- significant financial difficulty of the issuer or obligor; 
- a breach of contract, such as default or delinquency in interest or principal payments; 
- the Company granting to the borrower, for economic or legal reasons relating to the borrower’s financial 

difficulty, a concession that the lender would not otherwise consider; 
- it becoming probable that the borrower will enter bankruptcy or other financial reorganisation; 
- the disappearance of an active market for that financial asset because of financial difficulties; or 

observable data indicating that there is a measurable decrease in the estimated future cash flows from a 
portfolio of financial assets since the initial recognition of those assets, although the decrease cannot yet 
be identified with the individual financial assets in the portfolio, including: 
- adverse changes in the payment status of borrowers in the portfolio; or 
- national or local economic conditions that correlate with defaults on the assets in the portfolio. 

 

 
Assets carried at amortised cost 

 
If there is objective evidence that an impairment loss on loans and receivables or held-to-maturity investments 
carried at amortised cost has been incurred, the amount of the loss is measured as the difference between the 
asset’s carrying amount and the present value of estimated future cash flows (excluding future credit losses that 
have not been incurred) discounted at the financial asset’s original effective interest rate. The carrying amount of the 
asset is reduced through the use of an allowance account and the amount of the loss is recognised in the income 
statement. If a loan or held-to-maturity investment has a variable interest rate, the discount rate for measuring any 
impairment loss is the current effective interest rate determined under the contract.  
 
For the purposes of a collective evaluation of impairment, financial assets are grouped on the basis of similar credit 
risk characteristics (i.e. on the basis of the Company’s grading process that considers asset type, industry, 
geographical location, collateral type, past-due status and other relevant factors). Those characteristics are relevant 
to the estimation of future cash flows for Companies of such assets by being indicative of the debtors’ ability to pay 
all amounts due according to the contractual terms of the assets being evaluated. 
 
Future cash flows in a portfolio of financial assets that are collectively evaluated for impairment are estimated on the 
basis of the contractual cash flows of the assets in the Company and historical loss experience for assets with credit 
risk characteristics similar to those in the Company. Historical loss experience is adjusted on the basis of current 
observable data to reflect the effects of current conditions that did not affect the period on which the historical loss 
experience is based and to remove the effects of conditions in the historical period that do not exist currently. 
 
Estimates of changes in future cash flows for Companies of assets reflect and are directionally consistent with 
changes in related observable data from period to period (for example, changes in unemployment rates, property 
prices, payment status, or other factors indicative of changes in the probability of losses in the portfolio and their 
magnitude). These estimates also take into account the extent to which individual assets within the portfolio have 
been subjected to specific review. The methodology and assumptions used for estimating future cash flows are 
reviewed regularly by the Company to reduce any differences between loss estimates and actual loss experience.  
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Loans (and the related impairment allowance accounts) are normally written off, either partially or in full, when there 
is no realistic prospect of recovery of these amounts and, for collateralized loans, when the proceeds from the 
realisation of security have been received. 
 
If in a subsequent period, the amount of an impairment loss decreases and the decrease can be related objectively 
to an event occurring after the impairment was recognised, the previously recognised impairment loss is reversed to 
the extent it is now excessive by reducing the loan impairment allowance account. The amount of any reversal is 
recognised in the income statement. 

 
Property, plant and equipment 

 
Property, plant and equipment are stated at cost less depreciation calculated on a straight line basis to write off the 
assets over their estimated useful lives as follows: 
 
Leasehold improvements 10 years or the length of the lease if less 
Equipment 3 years 
Motor vehicles 4 years 
Furniture, fixtures and fittings 5 years 
 
Leasehold premises improvements comprises the Company’s offices in London. All equipment is stated at historical 
cost less depreciation. Historical cost includes expenditure that is directly attributable to the acquisition of the items. 
Subsequent costs are included in the asset’s carrying amount or are recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to the Company 
and the cost of the item can be measured reliably. All other repairs and maintenance are charged to the income 
statement during the financial period in which they are incurred. The assets’ residual values and useful lives are 
reviewed, and adjusted if appropriate, at each balance sheet date. 

 
Intangible assets 

 
Acquired computer software licenses are capitalised on the basis of the costs incurred to acquire and bring to use 
the specific software. Costs associated with maintaining computer software programs are recognised as an expense 
as incurred. 
 

The capitalised cost of computer software is amortised over 3 years using the straight line method.  
 
Cash and cash equivalents 

 
Cash and cash equivalents include unrestricted highly liquid investments that are readily convertible to known 
amounts of cash and which are subject to an insignificant risk of change in value. Such investments are normally 
those with less than three months’ maturity from the date of acquisition, and include cash, notes and coin, treasury 
bills and other eligible bills, professional market placements to banks, amounts held at correspondents and 
certificates of deposit. 

 
Provisions 
 
Provisions for restructuring costs and legal claims are recognised when the Company has a present legal or 
constructive obligation as a result of past events, it is more likely than not that an outflow of resources will be 
required to settle the obligation, and the amount can be reliably estimated. Provisions are determined by discounting 
the expected future cash flows at a pre-tax discount rate that reflects the current market assessment of the time 
value of money and, where appropriate, the risks specific to the liability. 
 
Contingent liabilities are possible obligations whose existence depends on the outcome of uncertain future events or 
those present obligations where the outflows of resources are uncertain or cannot be measured reliably. Contingent 
liabilities are not recognised in the financial statements but are disclosed unless they are remote. 

 
Employee benefits 

 
The Company provides a defined contribution pension plan for its staff. The assets of the schemes are held 
separately from those of the Company.  The Company pays contributions to the Zenith Retirement Benefit Scheme. 
The Company has no further payment obligations once the contributions have been paid. The contributions are 
recognised as employee benefit expense when they are due. Prepaid contributions are recognised as an asset to 
the extent that a cash refund or a reduction in the future payments is available. 
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Guarantees 
 
Financial guarantee contract liabilities are measured initially at their fair value and subsequently measured at the 
higher of: 

- the amount of the obligation under the contract; or  
- the amount initially recognised less, where appropriate, cumulative amortisation recognised. 

 
 
 

Share capital 

 
Share issue costs - Incremental costs directly attributable to the issue of new shares are shown in equity as a 
deduction, net of tax, from the proceeds. 
 
Dividends on ordinary shares - Dividends on ordinary shares are recognised in equity in the period in which they are 
approved by the Company’s shareholders. 

 
 
Earnings per share 

 
The Company presents earnings per share data for its ordinary shares by dividing the profit or loss attributable to 
ordinary shareholders by the weighted average number of ordinary shares outstanding in the period. 

 
Deposits 

 
The estimated fair value of deposits with no stated maturity, which includes non-interest-bearing deposits, is the 
amount repayable on demand. The estimated fair value of fixed interest-bearing deposits and other borrowings 
without a quoted market price is based on discounted cash flows using market interest rates for debts with similar 
remaining maturity.  
 
Loans written off 

 
The amount of loan write off is assessed on a case by case basis with appropriate advice and counsel sought from 
the Parent, Zenith Bank Ltd. Full or partial write-offs of loans and advances are generally recorded when 
management believes there is no realistic prospect of a full recovery or interest and principal payments being made 
on a timely basis. 

 
Forbearance practices  
 
‘Forbearance’ is when a lender decides to modify the terms and conditions of a loan or debt security if the borrower 
is unable to meet them because it is in financial difficulty. Examples may include reducing interest rates, delaying 
payment of principal and amending or not enforcing covenants. As the financial crisis has continued, forbearance 
has become more common. As a result, investors and regulators also have an increased interest in financial 
institutions’ accounting for and disclosure of, forbearance practices.  

 
Repurchase and Reverse Repurchase Agreements 

 
Securities purchased under resale agreements (“reverse repurchase agreements”) and securities sold under 
agreements to repurchase (“repurchase agreements”) are treated as collateralized financings and are recognized 
initially at fair value, being the amount of cash disbursed and received, respectively. The party disbursing the cash 
takes possession of the securities serving as collateral for the financing and having a market value equal to, or in 
excess of the principal amount loaned. The securities received under reverse repurchase agreements and securities 
delivered under repurchase agreements are not recognized on, or derecognized from, the balance sheet, unless the 
risks and rewards of ownership are obtained or relinquished.  
 
 

https://annualreport.deutsche-bank.com/2009/ar/notes/1accountingpolicies/reverserepurchase.html
https://annualreport.deutsche-bank.com/2009/ar/notes/1accountingpolicies/reverserepurchase.html
https://annualreport.deutsche-bank.com/2009/ar/notes/1accountingpolicies/reverserepurchase.html
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Future accounting developments 
 
At 31 December 2012, a number of standards and interpretations, and amendments thereto, had been issued by 
the IASB, which are not effective for the Company’s financial statements as at 31 December 2012.  In addition to 
the projects to complete financial instruments accounting, the IASB is continuing work on projects on revenue 
recognition and lease accounting, which together with the standards described below, will represent widespread and 
significant changes to accounting requirements from 2013. 

 
Standards and Interpretations issued by the IASB but not endorsed by the EU 
 
Standards applicable in 2013 
 
 
In May 2011, the IASB issued IFRS 12 ‘Disclosure of Interest in Other Entities’. The standard is effective for annual 
periods on or after 1 January 2013 with early adoption permitted IFRS 12 includes the disclosure requirements for 
subsidiaries, joint arrangements and associates and introduces new requirements for unconsolidated structures. 
 
In May 2011, the IASB also issued IFRS 13 ‘Fair Value Measurement’ This standard is effective for annual periods 
beginning on or after 1 January 2013 with early adoption permitted. IFRS 13 is required to be applied prospectively 
from the beginning of the first annual period in which it is applied. The disclosure requirements of IFRS 13 do not 
require comparative information to be provided for periods prior to initial application. 
 
IFRS 13 establishes a single source of guidance for all fair value measurements required or permitted by IFRSs. 
The standard clarifies the definition of fair value as an exit price, which is defined as a price at which an ordinary 
transaction to sell the asset or to transfer the liability would take place between market participants at the 
measurement date under current market conditions, and enhances disclosures about fair value measurement.  
 
The Company is currently assessing the impact of IFRS 13 and it is not practical to quantify the effect as at the date 
of publication of these financial statements, which will depend on final interpretations of the standard, market 
conditions and the Company’s holdings of financial instruments at 1 January 2013. 
 
In December 2011, the IASB issued amendments to IFRS 7 ‘Disclosures – Offsetting Financial Assets and Financial 
Liabilities’ which requires the disclosures about the effect or potential effects of offsetting financial assets and 
financial liabilities and related engagements on an entity’s financial position. The amendments are effective for 
annual periods beginning on or after 1 January 2013 and interim periods within those annual periods. The 
amendments are required to be applies retrospectively, 
 
Standards applicable in 2014 
 
In December 2011, the IASB issued amendments to IAS 32 ‘Offsetting Financial Assets and Financial Liabilities’ 
which clarified the requirements for offsetting financial instruments and addressed inconsistencies in current 
practice when applying the offsetting criteria in IAS 32 ‘Financial Instruments Presentation’. The amendments are 
effective for annual periods beginning on or after 1 January 2014 with early adoption permitted and are required to 
be applied retrospectively. 
 
The Company is currently assessing the impact of these clarifications but it is impracticable to quantify their effect 
as at the date of publication of these financial statements. 
 
Standards applicable in 2015 
  
In November 2009, the IASB issued IFRS 9 ‘Financial Instruments’ which introduced new requirements for the 
classification and measurement of financial assets. In October 2010, the IASB issued additions to IFRS 9 relating to 
financial liabilities. Together, these changes represent the first phase in the IASB’s planned replacement of IAS 39 
‘Financial Instruments Recognition and Measurement’ with a less complex and improved standard for financial 
statements. 
 
Following the IASB’s decision in December 2011 to defer the effective date, the standard is effective for annual 
periods beginning on or after 1 January 2015 with early adoption permitted. IFRS 9 is required to be applied 
retrospectively but prior periods need not be restated. 
  
The second and third phase in the IASB’s project to replace IAS 39 will address the impairment of financial assets 
measured at amortised cost and hedge accounting. 
  
The IASB did not finalise the replacement of IAS 39 by its staged target of June 2011, and the IASB and the US 
Financial Accounting Standards Board have agreed to extend the timetable beyond this date to permit further work 
and consultation with stakeholders, including reopening IFRS 9 to address practice and other issues. The EU is not 
expected to endorse IFRS 9 until the complete standard is available. Therefore, the Company remains unable to  
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provide a date by which it plans to apply IFRS 9 and it remains impracticable to quantify the impact of IFRS 9 as at 
the date of publication of these financial statements. 
 
3  Critical accounting judgements and key sources of estimation uncertainty 

 
The Company’s principal accounting policies are set out above. UK company law and IFRS require the directors to 
select suitable accounting policies, apply them consistently and make judgements and estimates that are 
reasonable and prudent. The directors consider that the estimates made in respect of deferred tax are appropriate 
for the preparation of these financial statements. 

 

4 Interest Income 
  

  
2012 2011 

  
£ £ 

 
Derived From 

  

 
Cash and cash equivalents 425,168 215,623 

 
Loans and Advances to banks 1,941,213 785,909 

 
Loans and Advances to customers 7,022,389 4,956,599 

 
Investment securities 5,727,887 5,137,424 

    

 
Total interest income 15,116,657 11,095,555 

    5 Fee and Commission income 
  

  
2012 2011 

  
£ £ 

 
Derived From 

  

 
Loans 

                                                       
780,914  

                    
432,699  

 
Trade Finance 

                                                    
2,952,024  

                 
2,414,105  

 
Other 

                                                       
311,919  

                      
14,253  

    

 
Total fees and commissions 

                                                    
4,044,857  

                 
2,861,057 

    6 Business and geographical segments 
  

 
The bank has one main activity, commercial banking, which is carried out in the United Kingdom. 

    7 Information regarding directors and employees 
  

 

 
Employment costs are as follows: 2012 2011 

  
£ £ 

 
Personnel expenses 

  

 
Wages and salaries 

                                                      
3,526,262  

                   
3,432,587  

 
Pension contributions under defined contribution scheme 

                                                         
339,600  

                      
216,437  

 
Compulsory social security obligations 

                                                         
538,849  

                      
405,936  

 
Other expenses 

                                                         
226,136  

                      
281,147  

    

  

                                      
4,630,847             4,336,107 
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Information regarding directors and employees (continued)   

 

 
Number of employees at year end 

                                                
48  

                               
45  

 
Average number of employees during the year 

                                              
46  

                               
39  

 

 
At the year end, there were 21 (2011: 19) employees involved in client facing roles and 27 (2011: 26) in 
administration. 

 

 
Included within employment costs are: 

  

  
2012 2011 

  
£ £ 

 
Directors' remuneration and fees 

  

 
Directors Fees 

                                                         
606,225  

                      
633,782  

 
Other emoluments - 

                        
10,100  

 
Pension contributions 

                                                           
30,625  

                        
30,625  

    

  

                                                         
636,850  

                      
674,507  

    

 

The highest paid Director received emoluments excluding pension contribution totalling £374,000 (2011: 
£364,000) and pension of £30,625 (2011: £30,625). Retirement benefits are accrued under defined 
contribution schemes. 

    8 Operating profit before tax 
  

  
2012 2011 

  
£ £ 

 
Operating profit  before tax is stated after charging: 

  

    

 
Depreciation 

                                                         
255,337  

                      
412,530  

 
Amortisation 

                                                         
328,714  

                      
333,614  

    

    

    9 Auditors' remuneration 
  

  
2012 2011 

  
£ £ 

 
Audit of UK statutory accounts 

                                                           
50,000  

                        
46,500  

 
Audit of Group reporting package 

                                                           
50,000  30,000 

  

                                          
100,000                  76,500  

 
Non Audit services 

  

 
Other Services relating to corporation taxation 

                                                             
17,000  12,500 

  

                                          
17,000                  12,500  

    

  

                                        
117,000                89,000 
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10 Taxation 

  

 

 
The tax charge in the income statement for the year was £1,696,136 (2011: £1,482,506). The tax charge 
can be reconciled to the profit/(loss) per the income statement as follows: 

    

 
Tax on Profit on Ordinary Activities 
 2012 2011 

 Analysis of tax charge/(credit) in period: £ £ 

       UK Corporation tax at 24.5% (2011: 26.5%):   

            -Current year tax charge 1,763,585 1,395,514 

            -Prior year adjustment to current tax (credit)/charge (120,159) 30,892 

  1,643,426 1,426,406 

       Deferred tax:   

 -Current year deferred tax (credit)/charge (27,367) 63,847 

 -Prior year adjustments to deferred tax charge/(credit) 80,077 (7,747) 

 
 52,710 56,100 

 
   

 

Tax credit/(charge) on profits on ordinary activities 
 

1,696,136 
 

1,482,506 
 

 
   

 

Effective tax rate 
 

24.48% 
 

29.8% 
 

    

 
Factors affecting tax charge/(credit): 
 

£ 
 

£ 
 

 
 
Profit on ordinary activities before taxation 6,928,088 4,973,686 

 
Profit on ordinary activities multiplied by rate of UK corporation 
tax at 24.5% (2011: 26.5%) 1,697,382 1,318,027 

 
 Effects of:   

 
Expenses not deductible for tax purposes 26,886 16,544 

 
Effect of rate change 11,950 18,407 

 
Adjustment to tax charge in respect of previous periods (40,082) 129,528 

 
Total tax charge/(credit) on profits on ordinary activities 1,696,136 1,482,506 

 

 
 
The Directors have reviewed the level of the deferred tax asset carried forward and believe that this is 
fairly stated. The recovery of the recognised asset is dependent on the expected generation of future 
taxable profits. The unrecognised asset will become recognisable as the bank generates further taxable 
profits in the future. 
 
A reduction in the UK corporation tax rate from 26% to 25% (effective from 1 April 2012) was 
substantively enacted on 5 July 2011, and further reductions to 24% (effective from 1 April 2012) and 
23% (effective from 1 April 2013) were substantively enacted on 26 March 2012 and 3 July 2012 
respectively.  This will reduce the company's future current tax charge accordingly.  The deferred tax 
asset at 31 December 2012 has been calculated based on the rate of 23% substantively enacted at the 
balance sheet date.  
  
The March 2013 Budget announced that the rate will further reduce to 20% by 2015 in addition to the 
planned reduction to 21% by 2014 previously announced in the December 2012 Autumn Statement.  It 
has not yet been possible to quantify the full anticipated effect of the announced further 3% rate 
reduction, although this will further reduce the company's future current tax charge and reduce the 
company's deferred tax asset accordingly. 
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11 Cash and Cash Equivalents 

   

   2012 2011 

   £ £ 

 Cash  113,961                   82,736  

 Nostro Accounts 
 39,016,263           16,588,490  

 Group Accounts  62,195                            -    

 Money Market  86,635,222           88,955,668  

     

   125,827,641        105,626,894  

 

12 Loans and advances to banks 
 

 
 2012 2011 

  
£ £ 

 
Loans and advances to banks 76,078,225 61,419,000 

 
  76,078,225 61,419,000 

 
 
13 Loans and advances to customers 

   

  
  2012 2011 

    
£ £ 

 
Loans to individuals   

                  
2,928,551                 648,383  

 

Loans and Advances to 
Corporates   

       
234,866,359         164,605,948  

 
    

       
237,794,910        165,254,331 

 
 
14 Securities Traded 

   

 
(held-for-trading)   2012 2011 

    
£ £ 

 
Treasury Bills   

                  
409,655  - 

 
Eurobonds   

       
58,205,972  59,620,454 

 
    

       
58,615,627 59,620,454 

 
15 Securities  investment 

   

 
(held-to-maturity)   2012 2011 

    
£ £ 

 
Fixed interest Rate Eurobonds   

                  
106,683,262  88,169,319 

 
Variable interest rate Eurobonds          4,020,195  13,672,480 

 
    

       
110,703,457 101,841,799 
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16 Property, plant and equipment 

  
Leasehold 

improvements 
Computer 

equipment Furniture 
Motor 

Vehicles Total 
  £ £ £ £ £ 

 Cost      

 
Balance at 1 January 
2012 

                   
1,594,993  

                      
456,562  

           
224,597  

                  
40,400  

           
2,316,552  

 Additions 
                      

157,719  
                        

72,405  
               

3,272  - 
     

233,396  

 Disposals - - - - 
                        

-    

 
Balance at 31 
December 2012 

           
1,752,712  

              
528,967  

      
227,869  

            
40,400  

      
2,549,948  

       

 Depreciation      

 
Balance at 1 January 
2012 

                      
889,562  

                      
399,042  

           
178,954  

                  
34,312  

           
1,501,870  

 Charge for the year 
                      

167,797  
                      

61,562  
             

19,890  
                    

6,088  
              

255,337  

 Disposals - - - - 
                        

-    

 
Balance at 31 
December 2012 

           
1,057,359  

              
460,604  

      
198,844  

            
40,400  

      
1,757,207  

       

 Net book value      

 At 31 December 2012  695,353  
                

68,363  
       

29,025  
                  

-     792,741  

 At 31 December 2011 
                      

705,431  
                      

57,520  
             

45,643  
                    

6,088  
              

814,682  

       

 Cost      

 
Balance at 1 January 
2011 

                   
1,592,369  448,262 216,472 40,400 2,297,503 

 Additions 
                      

2,624  8,300 8,125 - 19,049 

 Disposals - - - - 
                        

-    

 
Balance at 31 
December 2011 

           
1,594,993  456,562 224,597 40,400 2,316,552 

       

 Depreciation      

 
Balance at 1 January 
2011 

                      
593,637  335,991 135,500 24,212 1,089,340 

 Charge for the year 
                      

295,925  63,051 43,454 10,100 412,530 

 Disposals - - - - 
                        

-    

 
Balance at 31 
December 2011            889,562  399,042 178,954 34,312 

      
1,501,870  

       

 Net book value      

 At 31 December 2011 
                      

705,431  
                      

57,520  
             

45,643  
                    

6,088  
              

814,682  

 
 
At 31 December 2010  998,732  112,271 80,972 16,188 1,208,163 
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17 Intangible assets 
  

  
2012 2011 

  
£ £ 

 
Cost 

  

 
Balance at the beginning of the year            1,514,672  

                   
1,235,792  

 
Additions               320,212  

                      
278,880  

    

 
Balance at end of the year            1,834,884  

                   
1,514,672  

    

 
Amortisation 

  

 
Balance at the beginning of the year 985,720  

                      
652,106  

 
Charge for the year               328,714  

                      
333,614  

    

 
Balance at end of the year            1,314,434  

                      
985,720  

    

 
Net Book Value 

  

    

 
Balance at end of the year               520,450  

                      
528,952  

 Balance at the beginning of the year 528,952 583,686 

 
 The intangible assets relate to software licenses purchased, and software development. 

 
 

 
   18    Deferred tax           

    2012 

    
£ 
 

 

Brought 
forward 

Movement 
Rate 

Change 
Carried 
forward 

Assets 

    IFRS transitional adjustment 23,292 (10,336) (7,444) 5,512 

Accelerated capital allowances 10,393 48,141 (4,707) 53,827 

Provisions 85,604 2,316 (603) 87,317 

    
 

Total  119,289 40,121 (12,754) 146,656 
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Deferred tax (continued)         

     2011 

     
£ 
 

 

Brought 
forward Adjustment Movement 

Rate 
Change 

Carried 
forward 

Assets      

IFRS transitional adjustment - 23,292 - - 23,292 

Accelerated capital allowances (2,907) 77,979 (63,847) (832) 10,393 

Provisions 155,004 (51,825) - (17,575) 85,604 

      Total  152,097 49,446 (63,847) (18,407) 119,289 

 

19 Other assets 
  

  
2012 2011 

  
£ £ 

 
Prepayments 

                                                       
523,549  

                    
303,949  

 
Derivative financial instruments (see Note 23) 

                                                         
26,733  - 

 
Other Receivables 

                                                         
33,741  

                    
463,370  

    

  

                                       
584,023               767,319  

    

20 Deposits from banks   

  2012 2011 

  £ £ 

 Money Market Deposits        367,647,054         332,261,357  

 Other deposits from banks        100,017,927  
          

84,204,714  

    
    467,664,981    416,466,071  

    

21 Deposits from customers   

  2012 2011 

  £ £ 

 Term deposits 47,580,857 6,277,036 

 Demand deposits 25,871,461 27,472,523 

 Saving deposits 709,301 553,961 

    

  74,161,619 34,303,520 
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22 Other Liabilities 
  

  
2012 2011 

  
£ £ 

 
Derivative financial instruments (see Note 23) - 505 

 
Other taxes and social security costs 149,047 154,429 

 
Other creditors 2,251,999 1,958,677 

    

  

                                    
2,401,046            2,113,611  

  23 Derivative financial instruments 
  

  
2012 2011 

  
£ £ 

 
Forward foreign exchange contracts: 

  

 
Receivable/(Payable) 2,269 (505) 

 
Foreign exchange options 

                                                         
24,464  

                                
-    

    

  

                                         
26,733  (505) 

    

 

Derivative financial instruments consist of short term foreign exchange contracts. These are held for 
day to day cash management rather than for trading purposes and are held at fair value. The forward 
contracts have intended settlement dates within twelve months. This is the only category of derivative 
instruments held by the Company as at 31 December 2012. All forward contracts are considered to be 
level two i.e. are priced with reference to observable market data. 

    24 Commitments and contingencies 

    

 
Pension commitments 

  

 

The Company provides a defined pension contribution scheme for all staff. The assets of the scheme 
are held separately from those of the Company in independently administered funds. 

 

 

During the year, pension costs of £339,600 (2011: £216,437) were charged to the income statement. 

The pension creditor as at balance sheet date was £30,143 (2011: £20,878) 

 
 
 

   

 
Trade finance contingencies 

  

  
2012 2011 

  
£ £ 

 
Letters of credit (including cash backed) 

                                                 
69,298,577                74,764,917  

 
Guarantees 

                                                 
31,057,486                37,155,504  

 Undrawn committed Facilities 
                                                    

9,126,199                   4,901,324  

  

                                
109,482,262        116,821,745 
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Commitment and Contingencies (continued)   

 

 
Operating Leases 

  

 
Non cancellable operating lease payables: 

  

  
2012 2011 

  
£ £ 

 
Less than 1 year - 128,250 

 
1 - 5 Years 752,050 983,450 

 
Over 5 years 2,148,923 - 

    

  

2,900,973 1,111,700 

 

25 Financial Instruments 
    

 

 
Accounting classifications and fair values 
 
Derivatives 
Derivative instruments are carried at fair value. For instruments where a listed market price is 
available, fair value is equal to market value.  
 
Held to maturity 
Debt instruments with the Company’s intention and ability to hold the investment to maturity. These 
instruments are carried at amortised cost using the effective interest rate method. 
 
Other financial assets and financial liabilities 
Other financial assets and financial liabilities are carried at amortised cost. Fair value of these 
instruments are calculated based upon the value of future cash flows discounted at the market value of 
interest at the balance sheet date. For all instruments not carried at fair value, the fair value is 
estimated to be approximately book value. 
 
The fair value of each class of financial asset and financial liabilities are shown in the statement of 
financial position as follows: 
  

 

  

Financial 
instruments 
at amortised 

cost 
Fair Value 

through P&L 
Held to 

Maturity 

Total 
carrying 

value 

 
2012 £ £ £ £ 

 
Assets 

    

 

Cash and Cash equivalent deposits in 
banks 125,827,641 - - 

          
125,827,641  

 
Loans and Advances to Banks 76,078,225 - - 

            
76,078,225  

 
Loans and Advances to customers 237,794,910 - - 

          
237,794,910  

 
Securities Trading - 58,615,627 - 58,615,627 

 Securities Investment - - 110,703,457 110,703,457 

 
Derivatives - 

                        
26,733  - 26,733 

      

 
Total assets 439,700,776 

          
58,642,360  110,703,457 609,046,593 
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 Financial Instruments (continued)     

   

Financial 
instruments 
at amortised 

cost 

Fair Value 
through 

P&L 

Total 
carrying 

value 

   
£ £ £ 

 
Liabilities 

    

 
Deposits from Banks 

 
467,664,981 - 467,664,981 

 
Deposits from Customers 

 

                 
74,161,619  - 

            
74,161,619  

      

 
Total Liabilities 

 
541,826,600 - 541,826,600 

 

      

  

Financial 
instruments 
at amortised 

cost 
Fair Value 

through P&L 
Held to 

Maturity 

Total 
carrying 

value 

 
2011 £ £ £ £ 

 
Assets 

    

 

Cash and Cash equivalent deposits in 
banks 105,626,894 - - 105,626,894 

 
Loans and Advances to Banks 61,419,000 - - 61,419,000 

 
Loans and Advances to customers 165,254,331 - - 

          
165,254,331  

 
Securities Trading - 

                 
59,620,454  -           59,620,454 

 Securities Investment - - 
          

101,841,799  101,841,799 

      

 
Total assets 332,300,225 

          
59,620,454  

    
101,841,799  493,762,478 

      

 

 
 
 
 

 

Financial 
instruments 
at amortised 

cost 

Fair Value 
through 

P&L 

Total 
carrying 

value 

   
£ £ £ 

 
Liabilities 

    

 
Deposits from Banks 

 

               
416,466,071  - 

          
416,466,071  

 
Deposits from Customers 

 

                 
34,303,520  - 

            
34,303,520  

 
Derivatives 

 
- 

                        
505  

                        
505  

      

 
Total Liabilities 

 

        
450,769,591  

                 
505  

    
450,770,096  
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Financial Instruments (continued) 

   

 

 
Financial Risk Management 
 
The Company has exposure to the following risks from financial statements 
 
Credit risk 
Liquidity risk 
Market risk 
Operational risk 
Foreign Exchange risk 
 
This note presents information about the Company’s exposure to each of the above risks, the Company’s 
objectives, policies and processes for measuring and managing risk, and the Company’s management of 
capital. 
 
Risk management framework 
The Company is firmly committed to the management of risk, recognising that sound internal risk 
management is essential to its prudent operation, particularly with the growing complexity, diversity and 
volatility of markets, facilitated by advances in technology and communications. Risk management is given 
high priority throughout the Company and is integral to management of the business. 
 
Responsibility for risk management policies and limits in the level of risks assumed lies with the board of 
directors. The board changes management with developing, presenting, updating and implementing these 
policies, controls and limits. The structure is designed to provide assurance that no single event or 
combination of events will materially affect the well-being of the company. 
 
The Company’s Board of Directors, Asset and Liability Committee which monitors compliance with risk 
management, assist in assessing market trends, economic and political developments, and providing global 
strategic direction for all aspects of risk management. Additionally in 2011, a new Risk Committee of the 
board was implemented to provide a forum for in-depth review and analysis of the risks to which the 
Company is subject. 
 
Active, hands-on senior management plays a key role in the identification, evaluation and management of all 
risks. 
 
The Company has in place an extensive number of limit controls and management information systems to 
facilitate effective management overview. All limits are reviewed by the Management Credit Committee are 
least annually. Limit compliance reports are submitted to the Risk Committee. 
 
The following fundamental principles of sound risk management are applied to all financial instruments 
including derivatives:- 
Appropriate review by the Board of Directors and senior management 
Adequate risk management processes 
Sound measurement and information systems 
Segregation of duties, comprehensive internal controls and internal audit procedures. 
 
Credit Risk Management 
 
Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial instrument 
fails to meet its contractual obligations and arises principally from the Company’s receivables from customers 
and investment securities. 
 
The Company will mainly lend and take risk on the major West African corporate and financial institutions 
who, in the main, are long established customers of the Zenith Group, UK and European trading companies 
against an underlying trade transaction evidenced by an incoming Nigerian bank letter of credit.  
International Interbank lending will predominantly be to Investment grade rated organisations and in line with 
the Credit Scoring Policy & Procedures Manual.  All limits are set against the Company’s capital resources as 
set out in its Credit Policy & Procedures Manual. Retail lending will only be to well-known and established 
customers of the Group in accordance with strict credit and security parameters. 
 
The Company’s Credit Policies and Procedures Manual covers the credit procedures, limits, delegated 
authorities and risk grading issues for the Company, taking account of the Company’s appetite for risk. The 
Company’s objective is to have a high quality, diversified loan portfolio which will generate profits 
commensurate with the risks and the Company’s target return on investments, and enable the Company to 
identify potential problem loans and keeping non-performing assets and provisions to a minimum. 
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Financial Instruments (continued) 
 
 
The ultimate responsibility for Credit Risk rests with the Board of Directors, who have delegated this 
responsibility to the Board Credit Committee (“BCC”) chaired by a Non-Executive Director.  In turn 
responsibility for credit has been delegated to the Management Credit Committee (“MCC”) which is chaired 
by the CEO. 
 
The MCC is responsible for reviewing and approving all credit matters which are submitted to it in line with 
approved policies and within its delegated authority, and is supported in this process by Risk Management. 
The day to day management of facilities within limits and guidelines set by the MCC will be the responsibility 
of the business line departments.  Risk Management is responsible for monitoring compliance with these 
limits. 
 
All credit applications and reviews are submitted to Risk Management for independent assessment prior to 
being forwarded to the approval process. Any application in excess of limits delegated to the MCC must be 
submitted to the Global Credit Committee (“GCC”) for final approval and carry the support of the MCC.  All 
such approved facilities are forwarded to the BCC for ratification at each subsequent BCC meeting. 
 
The limits and procedures policy helps to define marketing plans for targeting business, covering exceptions 
and new products.  It covers the formalising of limits and the process involved in achieving them.  All limits in 
the company are based on the Company’s own capital resources, with limits covering countries, sovereign 
entities, banks and commercial entities and individuals.  These limits operate within the FSA’s Large 
Exposure requirements as described under BIPRU 10 of the FSA Handbook. 
 
All limits are set against the company’s capital resources and dependent on the individual internal credit risk 
grade of the counterparty. International money market and foreign exchange limits are dependent on the 
credit rating of the counterparty and the internal credit risk grade (“CRG”).  Essentially Companies with a 
CRG of “1” have limits up to 100% of capital resources, a CRG of “2” is set at 85%, a CRG of “3” at 40% and 
a CRG of “4” or greater at a maximum of 25% (apart from exceptions detailed below).  All limits include 
foreign exchange, securities and other items in terms of policy. 
 
Nigerian limits are dealt with as a separate item in terms of policy.  Exposure to the company’s parent Zenith 
Bank Plc and its subsidiaries will be aggregated and may not exceed a maximum of 25% of capital resources.  
Any exposure to the Central Bank of Nigeria and the Nigerian Government will also be aggregated and will be 
limited to a maximum of 25% of capital resources.  In respect to the top 6 Nigerian banks, where such banks 
have a CRG of “4” or better, then the limit for these banks may be increased to 75% of capital resources. All 
other potential Nigerian business will be kept to a maximum of 25% of capital resources and will also require 
the independent support of the company’s parent. 
 
Further limits delegated to the MCC include “back-to-back” letters of credit up to 25% of capital resources and 
100% cash covered facilities up to 100% of capital resources.  Any other limit not mentioned here will require 
the final approval of the BCC, and will include the support of the MCC and the support of the parent where a 
Corporate entity is concerned. 
 
All country limits are determined in accordance with the Credit Scoring Policy & Procedures Manual and all 
country limits override any individual customer limits. 
 
Unless otherwise specified any Nigerian or corporate business will require the formal approval of the Group 
Credit Committee of Zenith Bank Plc,in Lagos, Nigeria.  
 
Medium and long term limits may not exceed 300% of capital resources at any time, except that OECD 
Export Credit Agency covered debt (which is weighted 0% for capital adequacy purposes) is excluded from 
this limit. 
 
The portfolio of Investment mortgages is limited to 100% of capital at any one time.  Individual Investment 
mortgages cannot exceed 6.25% of the Company’s capital resources, with a loan to value maximum of 50% 
and a maximum maturity of 4 years.  Personal loans to individuals are limited to a maximum of 3% of the 
Company’s capital base on a fully secured basis.  
 
Forbearance practices  
  
There have been no forbearance practices in 2012 (2011: Nil) all related risks are managed by Risk 
Management department.  
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Financial Instruments (continued) 
 
Collateral  
 
Collateral and security can be an important mitigant of credit risk.  
 
The Company routinely obtains collateral and security and ensures that any collateral held is sufficiently liquid 
legally effective enforceable and regularly reassessed. 
 
 
The maximum exposure to credit risk at the statement of financial position date was £145,749,037 (2011: 
£107,930,882). 
 
In the normal course of business, the company receives collateral on certain transactions to reduce its 
exposure to counterparty credit risk. 
 
The following table reflects the collateral received by product type by the Company. 

 

 
Collateral Analysis 

  

   
2012 2011 

   
£ £ 

  
Bonds               3,288,557  

                           
-    

  
Cash           162,025,542  

          
114,015,949  

  
Government                            -    

              
4,186,500  

  
Property               2,810,000  

                 
540,000  

     

   
    168,124,099  

    
118,742,449  

 
 
Sovereign risk 
 
The company has established procedures to manage country risk. During the year there continued to be 
periods of significant volatility in Eurozone bond markets. Securities borrowing and lending transactions are 
always secured, with the collateral taking the form of securities or cash received or advanced. The transfer of 
securities to counterparties and securities borrowed are not reflected in the Statement of Financial Position. 
Cash collateral received or advanced is recorded as a liability under “Deposits from banks” or asset under 
“Cash and Cash equivalents” respectively. 
 
 
The table below summarises maximum exposure to credit risk as at statement of financial position date by 
geographical area. 

 

2012 Europe GIIPS Nigeria 
Rest of 
Africa 

Rest of the 
World Total 

Assets 
      Cash and Cash 

Equivalents 
              

94,474,674  
                             

-    
                     

72,796  
                   

444,760  
              

30,835,411  
            

125,827,641  
Loans and 
Advances to 
Banks  -  

                
6,152,710  

              
52,153,399  

              
11,654,806  

                
6,117,310  

              
76,078,225  

Loans and 
Advances to 
customers 

            
105,671,220  

                             
-    

              
94,737,768  

              
25,274,692  

              
12,111,230  

            
237,794,910  

Securities 
Trading 

                   
603,404  

                             
-    

                   
409,655  

                             
-    

              
57,602,568  

              
58,615,627  

Securities 
Investments 

              
12,812,773  

                             
-    

              
39,362,636  

              
37,864,422  

              
20,663,626  

            
110,703,457  

Total assets 
            

213,562,071  
                

6,152,710  
            

186,736,254  
              

75,238,680  
            

127,330,145  
            

609,019,860  
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Financial instruments (continued) 
 

2011 Europe GIIPS Nigeria 
Rest of 
Africa 

Rest of the 
World Total 

Assets       
Cash and Cash 
Equivalents 

              
93,838,489  

                             
-    

                             
-    

                             
-    

              
11,788,405  

            
105,626,894  

Loans and 
Advances to 
Banks 

              
20,812,482  

                             
-    

              
40,606,518  

                             
-    

                             
-    

              
61,419,000  

Loans and 
Advances to 
customers 

              
36,277,835  

                             
-    

              
72,519,505  

              
19,913,159  

              
36,543,832  

            
165,254,331  

Securities 
Trading 

              
25,205,076  

                             
-    

                             
-    

              
25,455,759  

                
8,959,619  

              
59,620,454  

Securities 
Investments 

                
8,666,296  

                
4,186,762  

              
37,343,639  

              
42,159,384  

                
9,485,718  

            
101,841,799  

Total assets 
            

184,800,178  
                

4,186,762  
            

150,469,662  
              

87,528,302  
              

66,777,574  
            

493,762,478  

 
 

 

An analysis of the credit quality of the maximum credit exposure, based on rating agency Fitch and Moody 
ratings where applicable. These are grouped by Credit Quality Steps (CQS). 

    
2012 2011 

    
£ £ 

 
CQS Assets 

   

  

Cash and Cash equivalent deposits 
in banks 

   

 
1 Rated AAA to AA- 

 
27,145,961 19,256,712 

 
2 Rated A+ TO A- 

 
84,630,535 86,370,182 

 
3 Rated  BBB+ TO BBB- 

 
                           -    

                           
-    

 
4 Rated BB+ TO BB- 

 
                           -    

                           
-    

 
5 Rated B+ TO B- 

 
14,038,438             -  

  
Unrated 

 
12,707 

                           
-    

    
125,827,641 105,626,894 

      

  
Loans and Advances to Banks 

   

 
1 Rated AAA to AA- 

 

                             
-    

              
20,812,482  

 
2 Rated A+ TO A- 

 

                
6,764,521  

                            
-     

 
3 Rated  BBB+ TO BBB- 

 
                            -     

                            
-     

 
4 Rated BB+ TO BB- 

 
                            -     

                            
-     

 
5 Rated B+ TO B- 

 

              
52,047,689  

              
40,606,518  

  
Unrated 

 

              
17,266,015  

                            
-     

    

              
76,078,225  

              
61,419,000  

      

  
Loans and Advances to customers 

   

  
Neither past due nor impaired 

 
237,794,910 165,254,331 

  
Past Due but not impaired 

 
- - 

    
237,794,910 165,254,331 
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Financial Instruments (continued) 

  
Securities Trading 

   

 
1 Rated AAA to AA- 

 
-  - 

 
2 Rated A+ TO A- 

 
58,205,972 59,620,454 

 
3 Rated  BBB+ TO BBB- 

 
                           -    

                           
-    

 
4 Rated BB+ TO BB- 

 
                           -    

                           
-    

 
5 Rated B+ TO B- 

 
409,655 

                           
-    

  
Unrated 

 
                           -    

                           
-    

    
58,615,627 59,620,454 

        Securities Investment    

 1 Rated AAA to AA-  16,748,565 22,871,892 

 2 Rated A+ TO A-  9,523,611 9,485,718 

 3 Rated  BBB+ TO BBB-  26,422,303 16,757,522 

 4 Rated BB+ TO BB-  6,141,620 7,225,078 

 5 Rated B+ TO B-  51,867,358 45,501,589 

  Unrated  - - 

      

    110,703,457 101,841,799 

 

 
 
The below summarises the credit exposure to Loans and Advances to customers as at the statement of 
financial position date by industry: 

 

Industry 2012 2011 

 Loans to Customer Loans to Customer 

Agriculture 
                         

17,979,487  
                   

17,351,300  

Hotels and Restaurants 
                         

12,325,607  - 

Individuals 
                           

1,642,689  
                         

648,383  

Manufacturing 
                         

81,114,948  
                   

30,311,562  

Mining 
                         

14,665,116  
                     

9,714,649  

Real Estate 
                           

1,285,862  - 

Transport and Storeage 
                         

49,161,387  
                   

60,175,596  

Wholesale 
                         

59,619,814  
                   

47,126,335  

   

 

                       
237,794,910           165,327,825  
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Financial Instruments (continued) 
 
Liquidity Risk 
Liquidity Risk Management 
 
Liquidity risk is the risk that the company will not be able to meet its financial obligations as they fall due. 

Liquidity management is achieved by balancing cash flows within forward rolling time bands so that under normal 
conditions the Company is comfortably placed to meet all its payment obligations as they fall due.  The immediate 
focus should be short term because as assets and liabilities run off and are replaced the pattern of the Company’s 
more distant cash flow engagements will be reconstituted many times over before their settlement time draws near.  
This does not mean that the Company should disregard the longer end of its book.  In a positive yield curve 
environment the classical route to a self-induced liquidity crisis is to borrow short and lend long in pursuit of 
enhanced interest turn.  This practice of maturity mismatching is, in moderation, an accepted function of a Company 
but disciplines are needed to ensure that it is not carried to excess. The Company has developed an Individual 
Liquidity Adequacy Assessment (ILAA) document as required by the Financial Services Authority. The Company 
has also developed a suite of stress tests and limits, the results of which are reviewed by senior management on a 
regular basis.  

The responsibility for ensuring that The Company can meet its obligations as they fall due rests with the company’s 
management.  Under the regulations the Company must satisfy the FSA on an on-going basis that it has a prudent 
liquidity policy and adequate management systems in place to ensure that the policy is adhered to at all times. 

- The Board of Directors is ultimately responsible for ensuring that the liquidity policy remains relevant and 
up-to-date at all times and is consistent with the company’s business activities and expressed risk 
tolerance. 

- The Asset and Liability Committee (“ALCO”) is responsible for reviewing the policy and recommending it 
to the Board of Directors.  ALCO is supported by Risk Management, which is responsible for monitoring 
compliance with the policy on a daily basis. 

- The company has developed an ILAA model (Individual Liquidity Adequacy Assessment) as required by 
the FSA, which includes a series of stress tests and limits. This is managed on a daily basis. 

- The responsibility for the day-to-day management of the company’s liquidity position is delegated to the 
company’s Treasurer and is managed within the funding desk in the Treasury Department. 

- The responsibility for the day to day monitoring of the Company’s liquidity position is delegated to the Risk 
Management department, which supports ALCO in the assurance of compliance with the Company’s 
liquidity risk management framework and policy.   

Please note the total amount of the repurchase agreements outstanding at the year-end is £77,000,598 (2011: 
£20,890,599) is included in Securities within the balance sheet.  

 

 
Liquidity 

Less than 3 
months 

Between 3 & 
12 months 1 to 5 Years 

Greater 
than 5 
years 

Carrying 
amount 

 
2012 £ £ £ £ £ 

 
Assets 

     

 
Cash and Cash equivalents 

            
125,827,641  

                             
-    

                             
-    

                             
-    

            
125,827,641  

 

Loans and Advances to 
Banks 

              
40,533,793  

              
26,353,151  

                
9,191,281  

                             
-    

              
76,078,225  

 

Loans and Advances to 
customers 

              
83,651,853  

              
71,247,666  

              
76,127,410  

                
6,767,981  

            
237,794,910  

 
Securities Trading 

                   
330,927  

              
33,058,432  

              
25,226,268  

                             
-    

              
58,615,627  

 Securities Investment 
                

3,697,337  
                   

632,727  
            

106,373,393  
                             

-    
            

110,703,457  

 
Derivatives 

                     
26,733  

                             
-    

                             
-    

                             
-    

                     
26,733  

       

 
Total assets 

            
254,068,284  

            
131,291,976  

            
216,918,352  

                
6,767,981  

            
609,046,593  
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Financial Instruments (continued)     

  
Less than 3 

months 
Between 3 & 

12 months 1 to 5 Years 

Greater 
than 5 
years 

Carrying 
amount 

 

 
Liabilities      

 
Deposits from Banks 

            
350,273,816  

          
69,276,433  

          
48,114,732  

                          
-    

                  
467,664,981  

 
Deposits from Customers 

              
70,435,443  

            
3,726,176  

                           
-    

                          
-    

                     
74,161,619  

       

 
Total Liabilities 

            
420,709,259  

              
73,002,609  

              
48,114,732  

                             
-    

            
541,826,600  

       

  

Less than 3 
months 

Between 3 & 
12 months 1 to 5 Years 

Greater 
than 5 
years 

Carrying 
amount 

 
2011 

 
£ £ £ £ 

 
Assets 

     

 
Cash and Cash equivalents 

            
103,656,925  

                
1,969,969  

                             
-    

                             
-    

            
105,626,894  

 

Loans and Advances to 
Banks 

              
25,804,069  

              
23,521,327  

              
12,093,604  

                             
-    

              
61,419,000  

 

Loans and Advances to 
customers 

              
75,830,493  

              
35,928,483  

              
53,495,355  

                             
-    

            
165,254,331  

 
Securities Trading 

                   
101,130  

              
25,496,112  

              
34,023,212  

                             
-    

              
59,620,454  

 Securities Investment 
              

20,508,099  
                   

430,157  
              

58,101,818  
              

22,801,725  
            

101,841,799  

       

 
Total assets 

            
225,900,716  

              
87,346,048  

            
157,713,989  

              
22,801,725  

            
493,762,478  

       

 
Liabilities 

     

 
Deposits from Banks 

            
321,571,313  

              
46,089,321  

              
48,805,437  

                             
-    

            
416,466,071  

 
Deposits from Customers 

              
29,880,083  

                
4,423,437  

                             
-    

                            
-    

              
34,303,520  

 
Derivatives 

                          
505  

                             
-    

                             
-    

                            
-    

                          
505  

   

    

 
Total Liabilities 

            
351,451,901  

              
50,512,758  

              
48,805,437  

                             
-    

            
450,770,096  

 
 

Market Risk 
 
Market Risk management 
 
Market Risk is the risk of loss from changes in market prices and rates, the correlations among them, and 
their levels of volatility. 
 
The Company’s trading activities are accounted for on a mark-to-market basis, and financial assets, financial 
liabilities and derivatives which form part of such activities are accounted for at fair value through the profit 
and loss account. 
The Company’s trading activities are limited to transactions in financial instruments, mainly comprising the 
trading of foreign exchange and debt securities. Market risk is primarily to exchange and interest rates. 
Exposure to those markets, together with a description of the risk management policies arising from both 
banking and trading activities are set out below. Market risk exposures are measured and monitored daily and 
are formally reviewed weekly by the Company’s asset and Liability Committee. 
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Financial Instruments (continued) 
 
Exchange rate Risk 
 
The Company makes loans, and takes deposits, in a number of currencies. Payments made on behalf of 
customers in one currency may be met from balances held in another currency. Further, the Company is 
active in the international foreign exchange markets, both for own account trading, and for the management of 
Company assets and liabilities. The table below sets out the concentrations of the currency assets and 
liabilities in the Company’s statement of financial position. 
The Company manages its exposures to foreign exchange risk by way of limits on the size of permitted 
positions, both intra-day and overnight. Overnight positions are protected by stop-loss orders placed with 
reputable correspondent banks. The size of the position limits is consistent with the amount of profit that the 
Company is prepared to place at risk in the foreign exchange markets. 
 
The Company’s overall net short position at 31 December 2012 was £313,687 (2011: £452,247).  

 

 
Market Risk 

     

       

 
2012 Sterling US Dollars Euro Other Total 

  
£ £ £ £ £ 

       

 
Assets 34,896,743 559,242,630 16,415,949 508,410 611,063,732 

       

 
Liabilities (33,386,899) (559,556,919) (16,402,819) - (609,346,637) 

       

 

Forward Foreign 
Exchange Contracts 2,580 602 (2,459) (723) - 

       

 
Net Assets/(Liabilities) 1,512,424 (313,687) 10,671 507,687 1,717,095 

       

 
2011 Sterling US Dollars Euro Other Total 

  
£ £ £ £ £ 

       

 
Assets 57,239,999 421,489,429 17,234,477 28,815 495,992,720 

       

 
Liabilities (55,924,521) (421,269,466) (17,345,943) - (494,539,930) 

       

 

Forward Foreign 
Exchange Contracts (260,034) 391,812 (340,781) 209,184 181 

       

 
Net Asset/(Liabilities) 1,055,444 611,775 (452,247) 237,999 1,452,971 

 
 

Foreign Currency risk 
 
Foreign exchange exposure arises from normal banking activities, particularly from the receipt of deposits 
and the placement of funds denominated in foreign currencies. It is the policy of the Company to match the 
currencies and its assets and liabilities as far as practicable. It is also the policy of the Company to adhere 
to the limits laid down by the board in respect of the “overall net open position”. The tables below give 
details of the Company’s net foreign currency exposures as at 31 December 2012 as a basis of disclosing 
the Company’s foreign currency sensitivity analysis. 
 
Foreign Currency sensitivity 
 
Foreign currency sensitivity analysis has been performed on the foreign currency exposures inherent in the 
Company’s financial assets and financial liabilities at the reporting date4s presented, net of FX derivatives.  
The sensitivity analysis provides an indication of the impact on the company’s profit or loss of reasonably 
possible changes in the currency exposures embedded within the functional currency environment that the  
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Financial Instruments (continued) 
 
Company operates in. Reasonable possible changes are based on an analysis of historical currency 
volatility, together with any relevant assumptions regarding near-term future volatility. 
 
The Company believes that for each foreign currency net exposure it is reasonable to assume a 5% 
appreciation / deprecation against the company’s functional currency. If all other variables are held constant 
the tables below present the impact on the company profit or loss if these currency movements had 
occurred. 
 

 
 Market Risk Sensitivity 

    2012 US Dollars Euro Other 
 

 
£ £ £ 

 

     Net foreign Currency Exposure (313,687) 10,670 507,687 
 

     
Impact of 5% increase in foreign currency: GBP Rate 

                                                           
(15,684)  534 25,384 

 

     Impact of 5% decrease in foreign currency: GBP Rate 15,684 (534) (25,384) 
 

     

     2011 US Dollars Euro Other 
 

 
£ £ £ 

 

     Net foreign Currency Exposure 611,776 (452,247) 237,998 
 

     Impact of 5% increase in foreign currency: GBP Rate 30,589 (22,612) 11,900 
 

     Impact of 5% decrease in foreign currency: GBP Rate (30,589) 22,612 (11,900) 
 
Interest rate risk 
 
The company is exposed to changes in interest rates in various currencies arising from gaps in the future 
dates of repricing of assets, liabilities and derivative instruments. The Company manages part of that risk by 
match funding certain deposits to loans. The Company’s ALCO (Asset and Liability Committee) meet weekly 
to monitor these issues, which in turn is assisted by Treasury in its day to day monitoring. 
 
Operational risk 
 
Operational risk is the risk of loss resulting from inadequate or failed internal processes, human behaviour and 
systems, or from external events.  
 
Operational risks are managed and controlled within the individual business lines and a wide variety of checks 
and balances to address operational risks have been developed as an important part of the Company’s risk 
management culture.  
 
The Company maintains an Operational Risk policy and further mitigates risk as follows: 
- by recruiting experienced professional and well qualified staff,  
- adoption of industry best practice in all operations,  
- on-going consultation with risk management experts to ensure processes remain robust, and  
- institutionalisation of due diligence procedures to meet regulatory requirements. 
 
Operational risk is taken as a necessary consequence of the Company undertaking its core business and it is 
the Company’s policy to minimise its risks to the extent possible through any entity wide control framework 
setting quantitative limits and through the use of internal audit, risk management and compliance. The 
company aims to minimise operational risk at all times through a strong and well-resourced control and 
operational infrastructure. 
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Financial Instruments (continued) 
 
The board risk and audit committee seek to ensure strong governance at all times. 
 
Capital Management 

 
Capital is defined as the total of share capital, share premium, retained earnings and other reserves. Total 
capital at 31 December 2012 was £66,836,084 (2011: £43,109,518). Regulatory capital is determined in 
accordance with the requirements of the FCA and the Prudential Regulation Authority in the UK. Total 
Regulatory Capital as at 31 December 2012 was £62,082,926 (2011: £40,002,338). 
 
Capital adequacy and the use of regulatory capital are monitored daily by the company’s management, 
employing techniques based on the guidelines developed by the Basel Committee and the European 
Community Directives, as implemented by the FCA and the Prudential Regulatory Authority in the UK, for 
supervisory purposes, who requires each company to maintain a ratio of total regulatory capital to risk- 
weighted exposures at or above a level determined for each institution. 
  
The Company’s regulatory capital is divided into 1 tier: 
o Tier 1 capital, which is the total of the issued share capital and retained earnings less intangible assets; 
 

  
  

2012 2011 

 
Capital Resources 

  
£ £ 

      

 
Tier one Capital 

    

 
Shareholders’ Funds 

  
62,082,926 40,002,338 

      

 
Total Tier 1 capital 

  
62,082,926 40,002,338 

 
 
Critical accounting judgements in applying the Company’s accounting policies 
 
Fair value hierarchy 
 
The Company measures fair value using the following fair value hierarchy: 
 
Level 1  fair value measurements using quoted prices (unadjusted) in active markets for identical assets 

or liabilities, 
 
Level 2 fair value measurements using inputs other than quoted prices included within Level 1 that are 

observable for the asset or liability, either directly (ie as prices) or indirectly (ie derived from 
prices), and 

 
Level 3 fair value measurements using inputs for the asset or liability that are not based on observable 

market data (ie unobservable inputs) 
 
The following table outlines the fair value hierarchy of instruments carried at fair value: 

 

 2012 
 

Level 1 Level 2 Level 3 Total 

  
 

£ £ £ £ 

 Assets 
      Securities trading 
 

58,205,972  409,655   -    58,615,627 

 Securities investment  110,703,457 - - 110,703,457 

 Derivatives 
 

-  26,733  -  26,723  

  
     

  
 

 
168,909,429  436,388  -    

 
169,345,817  
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Financial Instruments (continued) 

 

 2011 
 

Level 1 Level 2 Level 3 Total 

  
 

£ £ £ £ 

 Assets 
      Securities trading 
 

59,620,454  -     -    59,620,454 

 Securities investment  101,841,799 - - 101,841,799 

  
       
 

161,462,253  -     -    161,462,253 

  
      

      

26 Share Capital 
     

    
   

2012 2011 

    
£ £ 

 

Ordinary shares of £1 each 
 

    

 
Issued: 

    

 
32,000,000 ordinary shares of £1 each 

  

            
35,001,000              35,001,000  

 
30,000,000 ordinary shares of US$1 each 

  

            
18,458,131  - 

      

    
      53,459,131        35,001,000  

      

 

Allocated called up and fully paid 
 
At 31 December 2012 the issued share capital comprised of 32,000,000 ordinary shares with a par value of 
£1 each (2011: 32,000,0000)  and 30,000,000 ordinary shares of US$1 each issued in May 2012.  All 
issued shares are fully paid. 
 
The holders of ordinary shares are entitled to receive dividends as declared from time to time and are 
entitled to one vote per share at the meetings of the Company. All shares rank equally with regards to the 
Company’s residual assets. 

 

27 Earnings per share 

 

 
At 31 December 2012 the earnings per share was 11.43 pence (2011: 9.97 pence). The diluted earnings 
per share calculation is not relevant as there are no convertible securities to be exercised. Please note the 
Earnings per share are calculated using Profit after tax as the numerator. The weighted average number of 
ordinary shares is used as the denominator and this figure as at the date of 31 May 2012 was used to 
calculate this. 

 
 

28 Related part transactions 
    

 

 
Key management personnel are considered to be the Directors. Disclosures regarding Directors 
emoluments and other transactions are given in note 7. 
 
A number of banking transactions were entered into with related counterparties within the Zenith Bank Plc 
Group in the normal course of business. These include loans and deposits. Outstanding balances at the 
end of the year and related party income for the year are as follows: 
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Related part transactions (continued) 

    
2012 2011 

    
£ £ 

 
Assets 

    

 
Amounts due from parent company 

  
31,178,444 

            
27,309,751  

 
Amounts due from fellow subsidiaries 

  
11,725,631 - 

      

    
42,904,075 27,309,751 

      

 
Liabilities 

    

 
Amounts due from parent company 

  
260,564,453 263,216,841 

 
Amounts due from fellow subsidiaries 

  
6,901,527 5,397,880 

      

    
267,465,980 268,614,721 

      

 
Fees and Commissions 

    

 
Parent Company 

  
2,011,938 1,803,648 

 
Fellow Subsidiaries 

  
476,975 239,430 

      

    
2,488,913 2,043,078 

      

 
Interest Income 

    

 
Parent Company 

  
428,393 605,283 

 
Fellow Subsidiaries 

  
11,799 18,545 

      

    
440,192 623,828 

      

 
Interest Expense 

    

 
Parent Company 

  
5,482,625 2,684,671 

 
Fellow Subsidiaries 

  
6,980 117,912 

      

    
5,489,605 2,802,583 

 
 
29     Ultimate parent company and controlling party 
 

The Company’s immediate and ultimate parent and controlling party is Zenith Bank Plc, a company incorporated 
in Nigeria. Group accounts into which the company is consolidated are available from Head Office at Plot 84, 
Ajose Adeogun Street, Victoria Island, Lagos, Nigeria.  

30    Effect of transition to IFRS on financial position, financial performance and cash flows 

As stated earlier, these are the Company’s first financial statements prepared in accordance with IFRSs. The 
accounting policies set out in Note 2 have been applied in preparing the financial statements for the year ended 
31 December 2012, the comparative information presented in these financial statements for the year ended 31 
December 2011 and in preparation of an opening IFRS Statement of Financial Position at 1 January 2011. 
 
In preparing its opening IFRS Statement of Financial Position, the Company has adjusted amounts reported 
previously in financial statements prepared in accordance with UK GAAP. An explanation of how the transition 
from UK GAAP to IFRSs has affected the Company’s financial position, financial performance and cash flows is 
set out in the following tables and the notes that accompany the tables. 
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Effect of transition to IFRS on financial position, financial performance and cash flows (continued) 
 
 
First Time Adoption of IFRS 
  

Reconciliation of equity as at 31 December 2011   

  
  

  

 
 

UK GAAP 
 

Re-measurements 
IFRS as at 31 

December 2011 

Assets 

  
 

Cash and Cash equivalents                 82,736  105,544,158  105,626,894  

Loans and Advances to Banks        167,144,868  (105,725,868)    61,419,000  

Loans and Advances to customers        164,951,985  302,346  165,254,331  

Retail Loan               658,583                   (658,583)                      -    

Securities Trading          59,620,454                                 -         59,620,454  

Securities Investment        102,188,283                   (346,484)     101,841,799  

Tangible Fixed Assets            1,343,634                   (528,952)           814,682  

Intangible Assets                         -                        528,952            528,952  

Deferred Tax Assets                 95,996                        23,293            119,289  

Other Assets               466,655                      300,664            767,319  

Prepayments               488,690                   (488,690)                      -    

    
Total Assets        497,041,884  (1,049,164)  495,992,720  

    
Liabilities 

   
Deposits by Banks        416,570,635                   (104,564)     416,466,071  

Deposits by Corporates          34,303,520                                 -         34,303,520  

Other Liabilities            2,542,934                   (429,323)         2,113,611  

    

Total Liabilities        453,417,089                   (533,887)     452,883,202  

    
Shareholders Funds 

   
Capital          35,001,000                                 -         35,001,000  

Profit for the year            8,623,795                   (515,277)         8,108,518  

    

Sub Total          43,624,795                   (515,277)       43,109,518  

    
Total Shareholders funds and liabilities        497,041,884  (1,049,164)  495,992,720  
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Effect of transition to IFRS on financial position, financial performance and cash flows (continued) 
 
 
First Time Adoption of IFRS 
  

Reconciliation of equity as at 1 January 2011    

  
  

  

  UK GAAP Re-measurements 
IFRS as at 1 

January 2011 

Assets 
  

  

Cash and Cash equivalents            82,578     115,135,332    115,217,910  

Loans and Advances to Banks   163,499,252   (115,180,308)      48,318,944  

Loans and Advances to customers     64,048,008            (84,545)      63,963,463  

Securities Trading     59,615,464                      -        59,615,464  

Securities Investment   119,741,000          (448,210)    119,292,790  

Tangible Fixed Assets       1,791,849          (583,686)        1,208,163  

Intangible Assets                    -              583,686           583,686  

Deferred Tax Assets          152,097            103,370           255,467  

Other Assets          466,175            457,813           923,988  

Prepayments          449,101          (449,101)                     -    

  
  

Total Assets   409,845,524          (465,649)    409,379,875  

    
Liabilities 

 
  

Deposits by Banks   341,266,656              (4,746)    341,261,910  

Deposits by Corporates     26,986,689                 (161)      26,986,528  

Other Liabilities       1,589,841            (76,742)        1,513,099  

    

Total Liabilities   369,843,186            (81,649)    369,761,537  

  
 

 
Shareholders Funds 

 
 

 
Capital     35,001,000                      -        35,001,000  

Reserves       5,001,338          (384,000)        4,617,338  

    

Sub Total     40,002,338          (384,000)      39,618,338  

  
    

 
Total Shareholders funds and liabilities   409,845,524          (465,649)    409,379,875  
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Effect of transition to IFRS on financial position, financial performance and cash flows (continued) 
 
Reconciliation of Total Comprehensive Income for the year ended  31 December 2011  

    

 

 
 

UK GAAP  

 
 

Re-measurements 

IFRS for the 
year ended 31 

December 2011 

Income 

   Interest Earned        11,927,839                     (832,284)  11,095,555  

Interest Expense       (3,564,624)                          99,657   (3,464,967)  

  
 

 Net Interest Income          8,363,215                     (732,627)           7,630,588  

  
 

 Fees and Commissions          2,827,687                          33,370            2,861,057  

Other Income             859,674                        803,942            1,663,616  

  
 

 Operating Income        12,050,576                        104,685           12,155,261  

  
 

 Expenses 

 
 

 Personnel Expenses       (4,336,107)                                 -          (4,336,107)  

Depreciation and amortisation          (746,144)                                 -             (746,144)  

Other Expenses       (1,863,362)                     (235,962)         (2,099,324)  

  
 

 Operating Profit/  (Loss) before Tax          5,104,963                     (131,277)            4,973,686  

  
 

 Taxation       (1,482,506)                                 -           (1,482,506)  

  
 

 Profit for the year          3,622,457                     (131,277)            3,491,180  

  
 

 
Other Comprehensive Income for the year                       -                                   -    

                                  
-    

  
 

 Total Comprehensive Profit for the year          3,622,457                     (131,277)           3,491,180  

 
 
 

The above transitional adjustments pertain to the change in accounting treatment in regards to the 
following: 

 Under UK GAAP, interest income, interest expense and fee and commission income were 
recognised evenly throughout the life of the financial asset. However, under IFRS the interest 
income, interest expense and fee and commission income is recognised on effective interest 
rate basis. 
  

   
  


