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CO-OPHOLDINGS CO-OPERATIVE SOCIETY LIMITED AND SUBSIDIARIES
REPORT OF THE DIRECTORS
FOR THE YEAR ENDED 31 DECEMBER 2022

The directors submit their report together with the audited financial statements for the year ended 31 December
2022 which show the state of the Group's and the Society's affairs.

1,

PRINCIPAL ACTIVITIES
The Society is a strategic investor of Co-operative Bank of Kenya Limited on behalf of Co-operative Societies.

GROUP OPERATIONS

The Society is the majority shareholder in The Co-operative Bank of Kenya Limited (licensed under the
Banking Act) which offers banking and related services. The operating results of the Society's subsidiaries:
The Co-operative Bank of Kenya Limited, Kingdom Bank Limited, Co-operative Bank of South Sudan Limited,
Co-optrust Investment Services Limited, Co-op Consultancy & Bancassurance Intermediary Limited,
Kingdom Securities Limited, Kenya Co-operative Coffee Exporters Limited, Kenya Co-operative Coffee
Mitlers Limited and Kenya Co-operative Coffee Dealers Limited have been included in the Group financial
statements. The Co-operative Bank of Kenya Limited and Co-operative Bank of South Sudan offer a full
range of banking services. Co-op Consultancy & Bancassurance Intermediary Agency Limited offers financial
advisory and insurance agency services. Co-optrust investment Services Limited is involved in the business
of fund management. Kingdom Securities Limited provides stock broking and investment advisory services.
Kenya Co-operative Coffee Exporters Limited markets coffee from both co-operatives and plantations.
Kenya Co-operative Coffee Millers Limited mills coffee supplied by co-operatives farmers for export. Kenya
Co-operative Coffee Dealers Limited value adds and sells coffee focally and internationally. Co-operative
Merchant Limited is dormant.

RESULTS
The results of the Group for the year are set out from page 8.
RECOMMENDED DIVIDEND

The directors recommend payment of a first and final dividend of KShs 1.50 (2021 - KShs 1) for every
ordinary share of KShs 1. The dividends will be paid on or about 9 June 2023 to the shareholders registered
on the Bank’s register at the close of business on 24 May 2023. The register will remain closed for one day
on 25 May 2023 for the preparation of dividend warrants.

RESERVES

The movement in the Group's reserves is shown on page 13 of these financial statements.
GROUP DIRECTORS

The directors who served during the year and to the date of this report were:

M. Malonza, MBS, HSC -Chairman

P. K. Githendu -Vice Chairman
J. Sitienei

R. L. Kimanthi

S. Odhiambo (Mrs)

G. K. Mburia

W. Ongoro, HSC

B. W. Simiyu

J. N, Njiru

D. M. Muthigani

D. K. Obonyo -Commissioner of Co-operatives
F. Ngone

G. M'Nairobi

M. M. Muthigani



CO-OPHOLDINGS CO-OPERATIVE SOCIETY LIMITED AND SUBSIDIARIES
REPORT OF THE DIRECTORS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2022

7. STATEMENT AS TO DISCLOSURE TO THE SOCIETY'S AUDITOR
With respect to each director at the time this report was approved:
a) there is, so far as the person is aware, no relevant audit information of which the Society's
auditor is unaware; and
b) the person has taken all the steps that the person ought to have taken as a director so as to be

aware of any relevant audit information and to establish that the Society's auditor is aware of
that information.

8. TERMS OF APPOINTMENT OF THE AUDITORS
Ernst & Young LLP continues in office in accordance with section 25(4) of the Kenyan Co-operative
Societies Act (Amended), 2004. The directors monitor the effectiveness, objectivity and independence
of the auditor. The directors also approve the annual audit engagement contract which sets out the
terms of the auditor's appointment and the related fees.

9. APPROVAL OF FINANCIAL STATEMENTS

The Board of Directors approved the financial statements on 227 March 2023.

By order of the Board of Directors

M - . il
4 L.g/l/(//
Mo o e A

MANAGER.



CO-OPHOLDINGS CO-OPERATIVE SOCIETY LIMITED AND SUBSIDIARIES
STATEMENT OF DIRECTORS' RESPONSIBILITIES
FOR THE YEAR ENDED 31 DECEMBER 2022

The Kenyan Co-operative Societies Act (Amended), 2004 requires the directors to prepare financial
statements for each year, which give a true and fair view of the financial position of the Society as at the
end of the financial year and of its profit or loss for that year. It also requires the directors to ensure that
the Society maintains proper accounting records that are sufficient to show and explain the transactions
of the society and disclose, with reasonable accuracy, the financial position of the society. The directors
are also responsible for safeguarding the assets of the Society and ensuring that the business of the
Society has been conducted in accordance with its objectives, by-laws and any other resolutions made at
the Society's general meetings.

The directors accept responsibility for the preparation and presentation of these financial statements in
accordance with International Financial Reporting Standards and in the manner required by the Kenya Co-
operative Societies Act, (Amended), 2004. They also accept responsibility for:

() designing, implementing and maintaining such internal controi as they determine necessary to enable
the presentation of financial statements that are free from material misstatement, whether due to
fraud or error;

(i) selecting suitable accounting policies and applying them consistently; and

(i) Making accounting estimates and judgements that are reasonable in the circumstances.

Having made an assessment of the Society’s ability to continue as a going concern, the directors are not
aware of any material uncertainties related to events or conditions that may cast doubt upon the Society’s
ability to continue as a going concern.

The directors acknowledge that the independent audit of the financiat statements does not relieve them of
their responsibilities.

o Sa A
Approved by the board of directors on ’;Z%ﬂ}j// . 2023 and signed on its behalf by:
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INDEPENDENT AUDITORS' REPORT
TO THE SHAREHOLDERS OF
CO-OPHOLDINGS CO-OPERATIVE SOCIETY LIMITED AND SUBSIDIARIES

REPORT ON THE AUDIT OF THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
Opinion

We have audited the accompanying cansolidated and separate financial statements of Co-opholdings Co-
operative Society Limited (the Society) and its subsidiaries (together, the Group) set out on pages 8 to
107, which comprise the consolidated and separate statements of financial position as at 31 December
2022, and the consolidated and separate statements of profit or loss and other comprehensive income,
consolidated and separate statements of changes in equity and consolidated and separate statements of
cash flows for the year then ended, and notes to the consolidated and separate financial statements,
including a summary of significant accounting policies.

In our opinion, the financiai statements present fairly, in all material respects, the financial positien of Co-
opholdings Co-operative Society Limited and its subsidiaries as at 31 December 2022, and its financial
performance and cash flows for the year then ended in accordance with International Financial Reporting
Standards and the requirements of the Kenyan Co-operative Societies Act, (Amended), 2004.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities
under those standards are further described in the Auditor’'s Responsibilities for the Audit of the
Consolidated and separate Financial Statements section of our report. We are independent of the group
in accordance with the International Ethics Standards Board for Accountants’ Code of Ethics for
Professional Accountants (IESBA Code). We have fulfilied our other ethical responsibilities in accordance
with the IESBA Code, and in accordance with other ethical requirements applicable to performing audits
of financial statements in Kenya. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Other Information

The directors are responsible for the other information. The other information comprises the Report of
the Directors as required by the Kenyan Co-operative Societies Act (Amended), 2004. Other information
does not include the consolidated and separate financial statements and our auditor’s report thereon.

Our opinion on the consolidated and separate financial statements does not cover the other information
and we do not express any form of assurance conclusion thereon, other than that prescribed by the Kenya
Co-operative Societies Act (Amended), 2004, as set out below.

In connection with our audit of the consolidated and separate financial statements, our responsibility is to
read the other information and, in doing so, consider whether the other information is materially
inconsistent with the consolidated and separate financial statements or our knowledge obtained in the
audit, or otherwise appears to be materially misstated.

If, based on the work we have performed on the other information obtained prior to the date of this
auditor's report, we conclude that there is a material misstatement of this other information, we are
required to report that fact. We have nothing to report in this regard.

Fartners: C O Atinda, A K Gichuhi, A M Muthust, J M Ngong'a, F N M Kamau,

N M Muhoya, T O Nyakee, C N Kirathe, H Nannyomo, © Mugisha.

A member firm of Ernst & Young Global Limitad, 5
Licensed by iCPAK as a Limited Liability Partaership of Certified Public Accountants.
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Responsibilities of the directors for the consolidated and separate financial statements

The directors are responsible for the preparation and fair presentation of the consolidated and separate
annual financial statements in accordance with International Financial Reporting Standards and the
requirements of the Kenyan Co-operative Societies Act, (Amended), 2004, and for such internal control
as directors determine is necessary to enable the preparation of consolidated and separate financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated and separate financial statements, directors are responsible for assessing
the Saciety's ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless the directors either intend to liquidate the
Group or to cease operations, or has no realistic alternative but to do so.

The directors are responsible for overseeing the Society's financial reporting processes

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

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

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

e Identify and assess the risks of material misstatement of the consolidated and separate annual
financial statements, whether due to fraud or error, design and perform audit procedures responsive
to those risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for our
opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

«  Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Society's internal controt.

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

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

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

» Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Society to express an opinion on the consolidated and separate annual
financial statements. We are responsible for the direction, supervision and perfarmance of the society
audit. We remain solely responsible for our audit opinion.
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Auditor’'s Responsibilities for the Audit of the Consolidated and Separate Financial Statements
(continued)

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

REPORT ON OTHER LEGAL REQUIREMENTS

As required by the Kenyan Co-operative Societies Act (Amended), 2004, we report to you, based on our
audit, that:

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

(i) Inour opinion proper books of account have been kept by the group and the society, so far as appears
from our examination of those books;

(iiiy Based on our audit, nothing has come to our attention that causes us to believe that the society's
business has not been conducted:

(a) in accordance with the provisions of the Kenyan Co-operative Societies Act (Amended), 2004.

(b) in accordance with the Co-operative Society's objectives, by-laws and any other resolutions
made by the Society at general meetings.

The engagement partner responsible for the audit resulting in this independent auditor's report is CPA
Nancy Muhoya, Practising Certificate No. 2158. .

For and on behalf of Ernst & Young LLP
Certified Public Accountants
Nairobi, Kenya

05/04/2023



CO-OPHOLDINGS CO-OPERATIVE SOCIETY LIMITED AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2022

ASSETS

Cash and balances with Central Bank of Kenya

Deposits and balances due from banks

Debt instruments at fair value through other comprehensive
income

Equity instruments at fair value through other comprehensive
income

Derivative financial instruments

Other assets

Loans and advances to customers

Inventory

Debt instruments at amortized cost

Tax recoverable

Investment in associates

Intangible assets

Prepaid lease rentals

Property and equipment

Right-of-use assets

Deferred tax asset

Goodwitf

TOTAL ASSETS

LIABILITIES

Deposits and balances due to banks
Customer deposits

Loans and borrowings

Tax payable

Provisions

Other liabilities

Government grant

Deferred tax liability

TOTAL LIABILITIES

EQUITY ATTRIBUTABLE TO EQUITY HOLDERS OF PARENT
Share capital

Share premium

Reserves
Proposed dividends

Non-controiling interest
TOTAL EQUITY

TOTAL LIABILITIES & EQUITY

The financial statements were approved by the Board of Directors on

signed on its behalf by; -
M. Malonza, MBS, HSC - Chairman

P. K. Githendu - Vice Chairman

F. Ndegwa . Manager

Notes

10
11(a)
12
13
24(h)
15
16
17
18
19
20
14

28
29
30
31

2022 2021
KShs'000 KShs'000
28,106,288 30,828,477
9,983,779 8.535.973
99,963.950 147 037,175
388,857 -
206,725 199,765
30,336,315  20,835.554
330,054.497  309.787.998
96.915 108,135
74799963  77,529736
330,854 .
2,483.303 2,146,675
2.621.245 2,541,241
32.693 33.303
6,809,163 6,350,039
2.644.934 3,980,475
6.044 575 5.360,047
3.294.000 3.294.000
607,198,056 579,764,526
1,087,501 792,102
423701109 407,667 662
48102072  42.914.622
903,763
276,702 173.866
26,085.986 26,895 152
387.989 406,465
499,641,359 479,753,632
3,787,715 3,787,715
1,234,295 1,234,295
60915547  56.943 087
 5.537.640 3.693.023
71,475,197 65,658,120
36,081,499 34,352,774
107,556,696 100,010,894
607,198,056 579,764,526
-y 3 5 './
..... 22/ 03 ] 2023 and

--------------------

..........



CO-OPHOLDINGS CO-OPERATIVE SOCIETY LIMITED AND SUBSIDIARIES

CONSCLIDATED STATEMENT OF PROFIT OR LOSS
FOR THE YEAR ENDED 31 DECEMBER 2022

Interest income
interest expense

NET INTEREST INCOME

Fees and Commission income

Net trading income

Amortization of government grants
Other income

OPERATING INCOME

Credit loss expense on loans and advances
Credit loss expense on other financial assets and

commitments
Other operating expenses

OPERATING EXPENSES
OPERATING PROFIT

Share of profit of an associate
PROFIT BEFORE TAX

Income tax expense

PROFIT FOR THE YEAR

Attributable to:
Equity holders of the parent entity
Non-contralling interest

Basic earnings per share (KShs)

Diluted earnings per share (KShs)

Notes

32
33

34
35
27
36

11(c)

41
37

i5

24(a)

38
38

2022
KShs'000

61,710,360
(16,221,183)

45,489,177

20,157,211
4,717,290
18,476
930,266

71,312,420

(8,676,736)

(439,057)
(33,301,032)

(42,416,825)

28,895,595
416,141
29,311,736

(7,389,055)
21,922,681

14,126,210
7,796,471

21,922,681

— Y

2021
KShs'000

55,643,780
(14,611,231)

41,032,549

15,244,009
2,849,297
18,476
2,100,490

61,244,821

(7,929,256)

(540,675)
(30,022,540)

(38,492,470)
22,752,350
305,579
23,057,929

(6,104,960)

11,112,233
5.840,736

16,952,969
293
293



CO-OPHOLDINGS CO-OPERATIVE SOCIETY LIMITED AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2022

2022 2021
Notes KShs'000 KShs'000
PROFIT FOR THE YEAR 21,922,681 16,952,969
Other comprehensive income ta be reclassified to profit or loss in
subsequent periods:
Net movement on debt instruments at fair value through other
comprehensive income 43 (8,605,319) {560,168)

Share of other comprehensive income of associates

-Fair value gain/(loss) on debt instrument at fair value through

other comprehensive income (69,701)
Exchange differences on transtation of a foreign operation 1,027 79,720
Other comprehensive income not to be reclassified to profit or loss

in subsequent periods:

-Net movement on equity instruments at fair value through other

comprehensive income 943
- Revaluation of building 188,981 -
Share of other comprehensive income of associates (171,431 -
OTHER COMPREHENSIVE INCOME, NET OF TAX (8,586,742) (549,206)
TOTAL COMPREHENSIVE INCOME FOR THE YEAR, NET OF

INCOME TAX -13,335939 16,403,763
Attributed to:-

Equity holders of the parent entity 8,906,664 10,750,871
Non-controlling interest 4429275 5,652,892

13,335,939 16,403,763

10



CO-OPHOLDINGS CO-OPERATIVE SOCIETY LIMITED AND SUBSIDIARIES

SOCIETY STATEMENT OF FINANCIAL POSITION

AS AT 31 DECEMBER 2022

Notes
ASSETS
Bank balance 6
Investment in subsidiaries 14
Dividend receivable 31(d)
Other receivables
Amount due from related parties
Other assets
TOTAL ASSETS
LIABILITIES
Other liabilities 26
Dividend payable
Amount due to related parties 40(c)
TOTAL LIABILITIES
EQUITY
Share capital 28
Retained earnings 30
Proposed dividend 31

TOTAL EQUITY

TOTAL LIABILITIES & EQUITY

2022
KShs'000

8,178
4,187,715
5,681,573

2,236

76,839
21.073

9,977,614
102,777
21,073
11,279
135,129
3,787,715

517,130
5,537,640

9977614

The financial statements were approved by the Board of Directors on . —'ZQ~

and signed on its behalf by:-

M. Malonza, MBS, HSC - Chairman

P. K. Githendu - Vice Chairman

F. Ndegwa - Manager

11

2021
KShs'000

3,920
3,987,715
3,787,715

51,774
76,839

_ 14,528

7922

136,762
14,528
8,734
160,024
3,787,715
281,729
3,693,023
7,762,467

2023




CO-OPHOLDINGS CO-OPERATIVE SOCIETY LIMITED AND SUBSIDIARIES
SOCIETY STATEMENT OF PROFIT OR LOSS
FOR THE YEAR ENDED 31 DECEMBER 2022

Notes

INCOME

Dividend income 36
interest income

Other income

TOTAL INCOME

OPERATING EXPENSES: -
Delegates expenses

Directors’ emoluments

Bank charges

Professional fees

Auditor's remuneration

Other miscellaneous expenses
TOTAL OPERATING EXPENSES 36
PROFIT BEFORE TAX

Income tax expense

PROFIT FOR THE YEAR

Other comprehensive income
TOTAL COMPREHENSIVE INCOME

Basic earnings per share (KShs) 38

Dituted earnings per share (KShs) 38

12

2022
KShs'000

5,681,573
24

-

5,681,597

91,572
3,179
10
2,492
855

98,108

5,583,489

L]

2021
KShs'000

3,787,715
3,100

3,790,815

85,987
3,179
26
2,226
777

92,195

3,698,620

3,698,620

.;§L6 8162_0_
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CO-OPHOLDINGS CO-OPERATIVE SOCIETY LIMITED AND SUBSIDIARIES
SOCIETY STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2022

As at 1 January 2021

Profit for the year

2020- Dividends paid
Transfer to retained earnings
Proposed dividends

As at 31 December 2021

As at 1 January 2022

Profit for the year

2021~ Dividends paid
Transfer to retained earnings
Proposed dividends

As at 31 December 2022

14

Retained
Share capital earnings
KShs 000 KShs 000
3,787,715 275,002
- 3,698,620
- 1,130
- (3,693,023)
3,787,715 281,729
3,787,715 281,729
- 5,583,489
- 189,551
= (5,537,640)
3,787,715 517,129

Proposed
dividend

KShs 000

3,637,343
(3,636,213)
(1,130)

3,693,023

3,693,023

3,693,023

(3,503,472)
(189,551)
5,537,640

5,537,640

Total
KShs 000

7,700,060
3,698,620
(3,636,213)

1,762,467
7,762,467
5,583,489

(3.503,472)

9,842,484



CO-OPHOLDINGS CO-OPERATIVE SOCIETY LIMITED AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2022

CASH FLLOWS FROM OPERATING ACTIVITIES:-
Profit before tax

Adjustments for:-

Depreclation of property and equipment
Depreciation of right-of-use asset
impairment on property and equipment
Amortization of prepaid iease rentals and write offs
Write-off on intangible assets

Movement in provisions

Allowance for credit iosses

Unrealised exchange difference
Amortization of intangible assets
Amartization of capital grants

Gain on disposal of property and equipment
Share of foss /(profit) in associates

Interest on lease liability

Exchange difference on borrowings
Accrued interest on borrowings

Loss on net monetary position

Cash flows from operating activities before working capital

changes

Advances to customers

Inventories

Other assets

Deposits from customers

Deposits from banks

Other liabllities

Central Bank of Kenya cash reserve ratio

Debt and Equity instruments at fair vaiue through OCI

Derivative financial instrumerits
Cash generated from operating activities

Tax paid
Net cash generated from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:-
Purchase of property and equipment

Purchase of intangible assets

Proceeds from disposal of property and equipment
Purchase of debt instruments at amortised cost
Maturity of debt instruments at amortised cost
Acquisition of a subsidiary, net of cash acquired

Net cash flows used in investing activities:-

CASH FLOWS FROM FINANCING ACTIVITIES:-
Proceeds from borrowings

Repayment of borrowings

Dividends paid to equity holders of the parent
Dividends paid to non-controlling interest
Repayment of principal portion of lease liabilities
Additional capital by non-controlling interest

Net cash (used in) / from financing activities

Net movement in cash and cash equivatents

Cash and cash equivalents at the beginning of the year

Effect of foreign exchange difference

Cash and cash equivalents at 31 December

Notes

16
27

16

23

24(b)

18
16

i3

14

23
23

39

2022 2021
KShs'000 KShs'000
29,311,736 23,057,929
1,187,473 1,492,419
1,174,729 1,275,182
(16,933) -
610 609
- 94,604
4,422,479 2,741,220
712,828 1,439,020
- (97,905)
806,212 758,486
(18,478) (18,476)
(1,288) 7,717
(416,141) (305,579)
200,154 282,643
2,657,117 (1,249,607
139,674 1,323,050
116,090 _ (23.,587)
40,276,262 30,777,725
(33,688,978 (26,999,547)
(11,220) 35,304
(9,005,928) (2,524,738)
16,033,447 29,189,569
295,399 563,731
160,633 6,714,218
(804,754) (515,572)
(705,994) (24,313,435)
(6.960) (124,216)
12,541,907 12,813,039
(9,531.523) (5.650,973)
3,010,384 7.162.066
(1,443,006 (627,239)
(895,273) (587,473)
22,606 33,805
(62,013,190) (54,149,469)
64,744,331 53,702,960
415,468 (1,627,416)
7,281,733 2,244,426
(4,891,074) (5,429,388)
(3,637,343) (3,637,343)
(2,079,465) (2,079,465)
(1,336,372) (1,490,747)
136,774 139,096
(4,525,747) (10,253,421)
(1,099,895) (4,718,771)
21,782,133 27,193,100
(4718) (692,196)
20.677.520 21,782,133

Interest received during the year amounted to KShs 61.8 billion (2021: KShs 55.6 billion) while

interest paid amounted to KShs 16.6 billion (2021: KShs 14.9 billion)
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CO-OPHOLDINGS CO-OPERATIVE SOCIETY LIMITED AND SUBSIDIARIES
SOCIETY STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2022

Notes 2022 2021
CASH FLOWS FROM OPERATING ACTIVITIES KShs'000 KShs'000
Profit before tax 5,583,489 3,698,620

Adjustments for:-

5,583,489 3,698,620
Changes in working capital: -

Increase/(decrease) in trade and other receivables (1,844,319) (32,051)
Decrease in amount due from related parties - -
Increase/(decrease) in trade and other payables (33,986) 45,070
Decrease in amount due to related parties , 2.546 8,108
Cash generated from operating activities 3,707,730 3,719,747
Tax paid " I
Net cash generated from operating activities 3,707,730 3.719,747

CASH FLOWS FROM INVESTING ACTIVITIES

Investment in subsidiary 14 (200,000) (200,000)

Net cash flows used in investing activities (200,000) (200,000)

CASH FLOWS FROM FINANCING ACTIVITIES

Dividends paid (3,503.,472) (3,636,213)
Net cash flows used in financing activities (3.503.472) (3.636,213)
Net movement in cash and cash equivalents 4,258 (116,466)
CASH AND CASH EQUIVALENTS AT BEGINNING OF THE YEAR 3,920 120,386
CASH AND CASH EQUIVALENTS AT 31 DECEMBER 39 8,178 3,920

Additional information on operational cash flows from Interest
and dividends

interest received 24 3,100
Dividends received 5,681,573 3,787,715
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CO-OPHOLDINGS CO-OPERATIVE SOCIETY LIMITED AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2022

1.

GENERAL INFORMATION

The Society is incorporated in Kenya under the Co-operative Societies Act (Amended) 2004, No.12 of
1997 and is domiciled in Kenya. The Society's registration Number is CS/1530. The Society is the
majority investor in The Co-operative Bank of Kenya Limited (licensed under the Banking Act) which
offers banking and related services. The consolidated and separate financial statements comprise the
Society and its subsidiaries together referred to as “the Group”. The Group is primarily involved in
corporate and retail banking, investment and asset management services in various parts of Kenya.
The Group information is included on page 1 of these financial statements.

ACCOUNTING POLICIES

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

(a) Basis of preparation

The consolidated and separate financial statements are prepared on the historical cost basis, except
for derivative financial instruments, other financial assets and liabilities held for trading and financial
assets and liabilities designated at fair value through profit or loss (FVPL) and debt and equity
instruments at fair value through other comprehensive income (FVOCH) all of which have been
measured at fair value.

The consolidated and separate financial statements of the Group have been prepared in
accordance with International Financial Reporting Standards (IFRS) as issued by the international
Accounting Standards Board (IASB) and the Kenyan Companies Act, 2015.

For the Kenyan Companies Act, 2015 reporting purposes, in these financial statements the
balance sheet is represented by/is equivalent to the statement of financial position and the profit
and loss account is presented in the Statement of profit or loss and statement of other
comprehensive income.

(b) Basis of consolidation

The consolidated financial statements of the Group comprise the financial statements of the Bank
and its subsidiaries and associates as at 31 December 2022, Control is achieved by the Group over
an investee if and only if the Group has: -

*  Power over the investee (i.e. existing rights that give it the current ability to direct the
relevant activities of the investee), and
Exposure, or rights, to variable returns from its involvement with the investee, and
The ability to use its power over the investee to affect its returns

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

including:

. The contractual arrangement with the other vote holders of the investee
. Rights arising from other contractual arrangements

o The Group's voting rights and potential vating rights

The Group re-assesses whether or not it controls an investee if facts and circumstances indicate
that there are changes to one or more of the three elements of control. Consolidation of a
subsidiary begins when the Group obtains control over the subsidiary and ceases when the Group
loses control of the subsidiary. Assets, liabilities, income and expenses of a subsidiary acquired or
disposed of during the year are included in the Statement of profit or loss and statement of other
comprehensive income from the date the Group gains control until the date the Group ceases to
control the subsidiary.
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CO-OPHOLDINGS CO-OPERATIVE SOCIETY LIMITED AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2022

2. ACCOUNTING POLICIES (continued)

(b) Basis of consolidation (continued)

©

Profit or loss and each component of other comprehensive income (OCI) are attributed to the equity
holders of the parent of the Group and to the non-controlling interests, even if this resuits in the
non-controlling interests having a deficit balance. When necessary, adjustments are made to the
financial statements of subsidiaries to bring their accounting policies into line with the Group's
accounting policies. All intra-group assets and liabilities, equity, income, expenses and cash fiows
relating to transactions between members of the Group are eliminated in full on consolidation.

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

) Derecognises the assefs (including goodwill) and fiabilities of the subsidiary

. Derecognises the carrying amount of any non-controlling interests

» Derecognises the cumulative translation differences recorded in equity

® Recognises the fair value of the consideration received

. Recognises the fair value of any investment retained

e Recognises any surplus or deficit in profit or loss

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

Changes in accounting policies and disclosures

(> New standards, amendments and interpretations effective and adopted during the year

The Group applied for the first-time certain standards and amendments, which are effective for
annual periods beginning on or after 1 January 2022. The Group has not early adopted any other
standard, interpretation or amendment that has been issued but is not yet effective. The adoption
of this amendments did not have a material impact on the Group's financial statements.

The following amendments became effective during the period:

g Reference to the Conceptual Framework - Amendments to IFRS 3

*  Property, Plant and Equipment: Proceeds before Intended Use - Amendments to {AS 16

»  Onerous Contracts - Costs of Fulfilling a Contract - Amendments to IAS 37

»  AIPIFRS 1 First-time Adoption of International Financial Reporting Standards ~ Subsidiary as a
first-time adopter

»  AIP IFRS 9 Financial Instruments - Fees in the ‘10 per cent’ test for derecognition of financial
liabilities

> AIP IAS 41 Agriculture - Taxation in fair value measurements

(i) New standards, amendments and interpretations in issue but not yet effective for the year
ended 31 December 2022

A number of new standards and amendments to standards are effective for annual periods
beginning after 1 January 2022 and earlier application is permitted; however, the Group has -not
early adopted them in preparing these consolidated financial statements. The Directors of the Group
do not anticipate that the application of the new standards and amendments in the future will have
an impact on the Group’s financial statements. These are summarised below;

B

New standards or amendments |Effective date

Sale or Contribution of Assets between an investor and its | To be determined |
Associate or Company (Amendments to IFRS 10 and IAS 28)
Classification of Liabilities as Current or Non-current | 1 January 2024
(AmendmentstolAS1) e

Lease Liability in a Sale and Leaseback - Amendments to IFRS | 1 January 2024
16

Definition of Accounting Estimates (Amendments to [AS 8) 1 January 2023

Deferred Tax related to Assets and Liabilities arising from a | 1 January 2023
1Single Transaction (Amendments to 1AS 12)

IFRS 17 Insurance Contracts and amendments to IFRS 17 _ |1 January 2023
Insurance Contracts 5
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CO-OPHOLDINGS CO-OPERATIVE SOCIETY LIMITED AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2022

2.  ACCOUNTING POLICIES (continued)

(d) Recognition of interest income

i

i)

The effective interest rate method

Under IFRS 9, interest income is recorded using the effective interest rate (EIR) method for all financial
assets measured at amortised cost and at fair value through OCI and financial liabilities at amortised
cost. The EIR is the rate that exactly discounts estimated future cash receipts through the expected
life of the financial instrument or, when appropriate, a shorter period, to the net carrying amount of
the financial asset.

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

if expectations regarding the cash flows on the financial asset are revised for reasons other than credit
risk, the adjustment is booked as a positive or negative adjustment to the carrying amount of the asset
in the balance sheet with an increase or reduction in interest income.

Interest and similar income/expense

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

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

Interest income/expense on all trading financial assets/liabilities is recognised as a part of the fair
value change in Net trading income,

The Group calculates interest income by applying the EIR to the gross carrying amount of financial
assets other than credit-impaired assets. When a financial asset becomes credit-impaired and is,
therefore, regarded as 'Stage 3', the Group calculates interest income by applying the effective
interest rate to the net amortized cost of the financial asset. If the financial assets cures and is no
longer credit-impaired, the Group reverts to calculating interest income on a gross basis.

iii) Presentation of inferest income

Interest revenue calculated using the effective interest rate (EIR) method is presented separately on
the face of the Statement of profit or loss t, where it is differentiated and presented separately from
interest revenue calculated using other methods.

The Group has also elected to present its interest expense in a manner consistent and symmetrical
with interest income. Therefore, it separates interest expense on liabilities measured at amortised
cost from other interest expensed. The Group's accounting policies in respect of interest
income/expense and the effective interest method are set out in note 2(d) (i) and (i} above.
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CO-OPHOLDINGS CO-OPERATIVE SOCIETY LIMITED AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2022

2. ACCOUNTING POLICIES (continued)
() Fee and commission income

The Group and the Bank earns fee and commission income from a diverse range of financial services
it provides to its customers. Fee and commission income are recognised at an amount that refiects
the consideration to which the Group expects to be entitled in exchange for providing the services.
The performance obligations, as well as the timing of their satisfaction, are identified, and
determined, at the inception of the contract. The Group's and Bank’s revenue contracts do not
typically include multiple performance obligations.

When the Group and the Bank provides a service to its customers, consideration is invoiced and
generally due immediately upon satisfaction of a service provided at a point in time or at the end of
the contract period for a service provided over time.

The Group and the Bank has generally concluded that it is the principal in its revenue arrangements
because it typically controls the services before transferring them to the customer.

fee and commission income from services where performance obligations are satisfied over time

Performance obligations satisfied over time include fund management, custody and share
registration fees, where the customer simultaneously receives and consumes the benefits provided
by the Group's performance as the Group performs.

The Group's and Bank's fee and commission income from services where performance obligations
are satisfied over time include the following:

Fund management fees: These fees are earned for the provision of fund management services,
which include portfolio diversification and rebalancing. These services represent a single
performance obligation comprised of a series of distinct services which are substantially the same,
being provided continuously over the contract period. Management fees are invoiced monthly and
determined based on a fixed percentage of the net asset value of the funds under management at
the end of the month. Revenue from management fees is therefore generally recognised at the end
of each month.

Custody fees: The Group and the Bank earns a fee for providing its customers with custody services,
which include the safekeeping of purchased securities and processing of any dividend income and
interest payments. Custody fees are invoiced monthiy based on a fixed percentage of the value of
the funds under custody at the end of the month. These services represent a single performance
obfigation comprised of a series of distinct daily services that are substantially the same and have
the same pattern of transfer over the contract period. Revenue from custody services is therefore
generally recognised at the end of each month.

Share reagistration fees: The Group and the Bank earns fees from maintenance of clients’ share
registers and processing of dividend pay-outs. Share registration fees are invoiced quarterly based
on a fixed amount. These services represent a single performance obligation comprised of a series
of distinct daily services that are substantially the same and have the same pattern of transfer over
the contract period. Revenue from share registration services is therefore generally recognised at
the end of each quarter.

Interchange fees: The Bank provides its customers with credit card processing services (i.e.,
authorisation and settlement of transactions executed with the Bank's credit cards) where it is
entitied to an interchange fee for each transaction (i.e., when a credit cardholder purchases goods
and services from merchants using the Bank's credit card). These services represent a single
performance obligation comprised of a series of distinct daily services that are substantially the
same and have the same pattern of transfer over the contract period. The fees vary based on the
number of transactions processed and are structured as either a fixed rate per transaction
processed or at a fixed percentage of the underlying cardhoider transaction. The variable
interchange fees are allocated to each distinct day, based on the number and value of transactions
processed that day, and the allocated revenue is recognised as the entity performs.
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CO-OPHOLDINGS CO-OPERATIVE SOCIETY LIMITED AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2022

2. ACCOUNTING POLICIES (continued)

() Fee and commission income (continued)

49

@

Fee and commission income from services where performance obligations are satisfied at a point in
time

Services provided where the Group’s performance obligations are satisfied at a point in time are
recognised once control of the services is transferred to the customer. This is typically on completion
of the underlying transaction or service or, for fees or components of fees that are linked to a certain
performance, after fuffilling the corresponding performance criteria. These include fees and
commissions arising from brokerage, banc assurance, consultancy and training services.

The Group typically has a single performance obligation with respect to these services, which is to
successfuily complete the transaction specified in the contract.

Brokerage fees: The Group buys and sells securities on behalf of its customers and receives a fixed
commission for each transaction. The Group's performance obligation is to execute the trade on behalf
of the customer and revenue is recognised once each trade has been executed (i.e., on the trade date).
Payment of the commission is typically due on the trade date.

Bancassurance fees: These fees are received for issuance of insurance covers on behalf of the
appointed insurance company. The Group's performance obligation is to issue insurance cover notes
and remit the premiums collected every month. The Group recagnises revenue as per the fixed rates
of commission per premium per insurance class.

Consultancy fees: These fees arise from provision of advisory services and Front Office Services
Activities (FOSA). The Group's performance obligation is to conduct the assignment and issue a report.
The Group recognises revenue after the report has been issued as per the fees agreed in the
consultancy agreements.

Training fees: These fees arise from training services rendered to Savings and Credit Co-operative
Societies. The Group's performance obligation is to complete the training of the courses specified in
the training invites in the period specified, Payment for the training is typically due at the end of the
training. The Group recognises revenue after the training has been attended as per the fees indicated
in the training invites.

Net trading income

Net trading income includes all gains and losses from changes in fair value and the related interest
income or expense and dividends, for financial assets and financial liabilities held for trading.

Property, equipment and right-of-use assets

Recognition and measurement

Land and buildings are measured at fair value less accumulated depreciation on buildings and
impairment losses recognised after the date of the revaluation. Any revaluation surplus is recognised
as other comprehensive income in the revaluation reserve (a separate component of equity), except
to the extent that it reverses a revaluation decrease of the same asset previously recognised in profit
or loss, in which case the increase is recognised in profit or loss. A revaluation deficit is recognised in
profit or loss, except to the extent that it offsets an existing surplus on the same asset recognised in
the revaluation reserve. Revaluation surpluses are not distributable. Land and buildings are revalued
after every 3 years by approved external valuers.

An annual transfer from the asset revaluation surplus to retained earnings is made for the difference
between depreciation based on the revalued carrying amount of the asset and depreciation based on
the asset's original cost. Additionally, accumulated depreciation as at the revaluation date is
eliminated against the gross carrying amount of the asset and the net amount is restated to the
revalued amount of the asset. Upon disposal, any revaluation surplus relating to the particular asset
being disposed is transferred to retained earnings.
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CO-OPHOLDINGS CO-OPERATIVE SOCIETY LIMITED AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2022

2. ACCOUNTING POLICIES (continued)

(n

Property, equipment and right-of-use assets (continued)

Recognition and measurement (continued)

Other categories of property and equipment are stated at historical cost less accumulated
depreciation and accumulated impairment losses. Cost includes costs incurred to acquire the assef,
costs incurred to bring the asset to working condition for its intended use and the cost of replacing
part of an item of property and equipment when that cost is incurred, if the recognition criteria are
met, Additions and improvements that result in future benefits are capitalised. Likewise, when a major
inspection is performed, its cost is recognised in the carrying amount of the property and equipment
as a replacement if the recognition criteria are satisfied. All other repair and maintenance costs
incurred to keep assets in normal operating condition are recognised in profit or loss as incurred.
Purchased software that is integral to the functionality of the related eguipment is capitalised as part
of the equipment.

Anitemn of property and equipment is derecognised upon disposal or when no future economic benefits
are expected from its use or disposal. Any gain or loss arising on derecognising of the asset (calculated
as the difference between the net disposal proceeds and the carrying amount of the asset) is included
in profit or loss in the year the asset is derecognised.

Depreciation

Depreciation is calculated on a straight- line basis over the useful life of the asset as follows:
Buildings 40 years 2.5%
Fixtures 8 years 12.5%
Furniture and equipment 5 years 20.0%
Motor vehicles 5 years 20.0%
Office machinery 5 years 20.0%
Computers 5 years 20.0%

Right-of-use assets are depreciated on a straight-line basis over the lease term.

Leasehold land is depreciated over the remaining period of the lease. Buildings on leasehold land
are depreciated over the remaining period of the lease subject to a maximum of forty years.
Buildings on freehold land are depreciated over forty years. Freehold fand is not depreciated.

The asset’s residual values, useful lives and methods of depreciation are reviewed, at each
financial year end and prospectively adjusted as a change in estimate, if appropriate.

Business combinations and goodwill

Business combinations are accounted for using the acquisition method. The cost of an acquisition is
measured as the aggregate of the consideration transferred, which is measured at acquisition date
fair value, and the amount of any non-controlling interests in the acquiree. For each business
combination, the Group elects whether to measure the non-controlling interests in the acquiree at fair
value or at the proportionate share of the acquiree’s identifiable net assets. Acquisition-related costs
are expensed as incurred and included in administrative expenses.

The Group determines that it has acquired a business when the acguired set of activities and assets
include an input and a substantive process that together significantly contribute to the ability to create
outputs. The acquired process is considered substantive if it is critical to the ability to continue
producing outputs, and the inputs acquired include an organised workforce with the necessary skills,
knowledge, or experience to perform that process or it significantly contributes to the ability to
continue producing outputs and is considered unique or scarce or cannot be replaced without
significant cost, effort; or delay in the ability to continue producing outputs.

When the Group acquires a business, it assesses the financial assets and fiabilities assumed for
appropriate classification and designation in accordance with the contractual terms, economic
circumstances and pertinent conditions as at the acquisition date. This includes the separation of
embedded derivatives in host contracts by the acquiree.
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CO-OPHOLDINGS CO-OPERATIVE SOCIETY LIMITED AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2022

2.

ACCOUNTING POLICIES (continued)

(i) Business combinations and goodwill (continued)

Any contingent consideration to be transferred by the acquirer will be recognised at fair value at the
acquisition date. Contingent consideration classified as equity is not remeasured and its subsequent
settlement is accounted for within equity. Contingent consideration classified as an asset or liability that
is a financial instrument and within the scope of IFRS 2 Financial instruments, is measured at fair value
with the changes in fair value recognised in the statement of profit or loss in accordance with IFRS 9.
Other contingent consideration that is not within the scope of IFRS 9 is measured at fair value at each
reporting date with changes in fair value recognised in profit or loss.

Goodwill is initially measured at cost (being the excess of the aggregate of the consideration transferred
and the amount recognised for non-controlling interests and any previous interest held over the net
identifiable assets acquired and liabilities assumed). If the fair value of the net assets acquired is in excess
of the aggregate consideration transferred, the Group re-assesses whether it has correctly identified all
of the assets acquired and all of the liabilities assumed and reviews the procedures used to measure the
amounts to be recognised at the acquisition date. If the reassessment still results in an excess of the fair
value of net assets acquired over the aggregate consideration transferred, then the gain is recognised in
profit or loss.

After initial recognition, goodwill is measured at cost less any accumulated impairment losses. For the
purpose of impairment testing, goodwill acquired in a business combination is, from the acquisition date,
allocated to each of the Group's cash-generating units that are expected ta benefit from the combination,
irrespective of whether other assets or liabilities of the acquiree are assigned to those units.

Where goodwill has been allocated to a cash-generating unit (CGU) and part of the operation within that
unit is disposed of, the goodwill associated with the disposed operation is included in the carrying amount
of the operation when determining the gain or loss on disposal. Goodwill disposed in these circumstances
is measured based on the relative values of the disposed operation and the portion of the cash-generating
unit retained.

() Intangible assets

The Group's other intangible assets comprise the value of computer software licenses and separately
identifiable intangible items acquired in business combinations.

An intangible asset is recognised only when its cost can be measured refiably, and it is probable that the
expected future economic benefits that are attributable to it wili flow to the Group.

Intangible assets acquired separately are measured on initial recognition at cost. The cost of intangible
assets acquired in a business combination is their fair value as at the date of acquisition. Following initial
recognition, intangible assets are carried at cost less any accumulated amortisation and any accumulated
impairment losses.

The useful lives of intangible assets are assessed to be either finite or indefinite. Intangible assets with
finite lives are amortised over the useful economic life. The amortisation period and the amortisation
method for an intangible asset with a finite useful life are reviewed at least at each financial year-end.
Changes in the expected useful fife or the expected pattern of consumption of future economic benefits
embodied in the asset are accounted for by changing the amortisation period or method, as appropriate,
and treated as changes in accounting estimates. The amortisation expense on intangible assets with finite
lives is recognised in profit or loss in the expense category consistent with the function of the intangible
asset.

(1) Computer software licences
Acquired computer software licences are capitalised on the basis of the costs incurred to acquire
and bring to use the specific software. These costs are amortised on the basis of the expected useful
lives. Software has a maximum expected useful life of 5 years.
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ACCOUNTING POLICIES (continued)
() Intangible assets (continued)

(2) Other intangible assets

Other intangible assets are initially recognised when they are separable or arise from contractual or
other legal rights, the cost can be measured reliably and, in the case of intangible assets not acquired
in a business combination, where it is probable that future economic benefits attributable to the assets
will flow from their use. Other intangible assets consist of the NSE trading right and Business rights.
The Business rights relate to the costs incurred in negotiating of the business arrangement with the
Government of South Sudan. Under the agreement, the Group acguired certain rights that are
identifiable e.q., business relationships with the government and co-operative movement.

NSE trading right, which gave participants the right to trade at Nairobi Securities Exchange (NSE) was
initially measured at cost and classified as an intangible asset with an indefinite useful life. After initial
recognition, the seat was carried at a revalued amount, being its fair value at the date of the
revaluation less any subsequent accumulated impairment losses. The revaluation was non-recurring
due to non-volatility of the fair values of the NSE seat.

Effective September 2014 and upon demutualization of Nairobi Securities Exchange (NSE), the NSE
Seat was replaced with a trading right which gives participants a right to trade at NSE. The trading
right serves the same function as the Seat. The trading right was attached a value of KShs 25 mittion
by NSE Board, which has been taken as its fair value. After the demutualisation the shares were
replaced by a right to trade.

The trading right is carried as an intangible asset with an indefinite useful life at the value of KShs 25
million, less any subsequent accumulated impairment losses. The right is not subject to annual renewal
and can be transferred to another party. Management tests the trading right for impairment by
comparing its recoverable amount with its carrying amount annually and whenever there is an
indication that the right may be impaired. The Group bases its impairment calculation on market
information and the value of the right when a transaction between two parties takes place.

The value is based on available data from binding sales transactions, conducted at arm's length. in
determining the fair value, recent market transactions are taken into account, Any impairment losses
are accounted for through profit or loss, Refer to note 2(s) on impairment of non-financial assets.

Other intangible assets are stated at cost less amortisation and provisions for impairment, if any, plus
reversals of impairment, if any. They are amortised over their useful lives in a manner that reflects
the pattern to which they contribute to future cash flows.

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

(k) Investments in associates

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

The Group and the Bank's investments in its associates are accounted for using the equity method and at
cost in the separate financial statements.

Under the equity method, the investment in the associate is carried in the statement of financial position
at cost plus post acquisition changes in the Group's share of net assets of the associate. Goodwill relating
to the associate is included in the carrying amount of the investment and is neither amortised nor
individually tested for impairment.

The consolidated income statement reflects the share of the resuits of operations of the associate. Where
there has been a change recognised directly in the equity of the associate, the Group recognises its share
of any changes and discloses this, when applicable, in the statement of changes in equity, Unrealised gains
and losses resuiting from transactions between the Group and the associate are eliminated to the extent
of the interest in the associate.

The share of profit of an associate is shown on the face of the consolidated Statement of profit or loss. This
is the profit attributable to equity holders of the associate and therefore is the entity’s proportionate share
of the associate’s profit after tax.
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U]

Investments in assoclates (continued)

The financial statements of the associate are prepared for the same reporting period as the Group.
Where necessary, adjustments are made {o bring the accounting poficies in fine with those of the Group.

After application of the equity method, the Group determines whether it is necessary to recognise an
additional impairment loss on the Group's investment in its associate. The Group determines at each
reporting date whether there is any objective evidence that the investment in the associate is impaired.
It this is the case the Group calculates the amount of impairment as the difference between the
recoverable amount of the associate and its carrying value and recognises the amount in the ‘share of
profit of an associate’ in the consolidated Statement of profit or loss.

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

Leases

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

Group as lessee

The Group applies a single recognition and measurement approach for all leases, except for short-
term leases and leases of low-value assets. The Bank recognises lease liabilities to make lease
payments and right-of-use assets representing the right to use the underlying assets.

Right-of-use assets

The Bank recognises right-of-use assets at the commencement date of the lease (i.e., the date the
underlying asset is available for use). Right-of-use assets are measured at cost, less any accumulated
depreciation and impairment losses, and adjusted for any remeasurement of lease fiabilities. The cost
of right-of-use assets includes the amount of lease liabilities recognised, initiat direct costs incurred,
and lease payments made at or before the commencement date less any lease incentives received.
Right-of-use assets are depreciated on a straight-line basis over the lease term.

The right-of-use assets are presented within Note 19 and are subject to impairment in line with the
Bank’s policy as described in Note 2 (s) Impairment of non-financial assets.

Lease Liabilities

At the commencement date of the lease, the Bank recognises lease liabilities measured at the present
value of lease payments te be made over the lease term. The lease payments include fixed payments
(less any lease incentives receivable), variable lease payments that depend on an index or a rate, and
amounts expected to be paid under residual value guarantees. The lease payments aiso include the
exercise price of a purchase option reasonably certain to be exercised by the Bank and payments of
penalties for terminating the lease, if the lease term reflects exercising the option to terminate.

Variable lease payments that do not depend on an index or a rate are recognised as expenses in the
period in which the event or condition that triggers the payment occurs.

In calculating the present value of lease payments, the Group uses its incremental borrowing rate at
the lease commencement date because the interest rate implicit in the lease is not readily
determinable. After the commencement date, the amount of lease liabilities is increased to reflect the
accretion of interest and reduced for the lease payments made. In addition, the carrying amount of
lease liabilities is remeasured if there is a modification, a change in the lease term, a change in the
lease payments (e.qg., changes to future payments resulting from a change in an index or rate used to
determine such lease payments) or a change in the assessment of an option to purchase the
underlying asset. The Group's lease liabilities are included in other payables (note 26) and a further
detailed disclosure under note 19 (ii).
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() Leases (continued)

Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption to its equipment (i.e., those leases that
have a lease term of 12 months or less from the commencement date and do not contain a purchase
option). it also applies the lease of low-value assets recognition exemption to leases of office equipment
that are considered to be low value. Lease payments on short-term leases and leases of low-value
assets are recognised as expense on a straight-line basis over the lease term.

Group as Lessor

Leases in which the Bank does not transfer substantially all the risks and rewards incidental to ownership
of an asset are classified as operating leases. Rental income arising is accounted for on a straight-line
basis over the lease terms and is included in revenue in the statement of profit or loss due to its operating
nature. Initial direct costs incurred in negotiating and arranging an operating lease are added to the
carrying amount of the leased asset and recognised over the lease term on the same basis as rental
income. Contingent rents are recognised as revenue in the period in which they are earned.

(m) Financial assets

Initial recognition and measurement

Financial assets are classified, at initial recognition, as subsequently measured at amortised cost, fair
value through other comprehensive income (OCD, and fair value through profit or loss.

The classification of financial assets at initial recognition depends on the financial asset's contractual
cash flow characteristics and the Group's business modei for managing them. With the exception of
trade receivables that do not contain a significant financing component or for which the Group has
applied the practical expedient, the Group initially measures a financial asset at its fair value plus, in
the case of a financial asset not at fair value through profit or loss, transaction costs. Trade receivables
that do not contain a significant financing component or for which the Group has applied the practical
expedient are measured at the transaction price determined under IFRS 15.

in order for a financial asset to be classified and measured at amortised cost or fair value through OCl,
it needs to give rise to cash flows that are ‘solely payments of principal and interest (SPPIY on the
principal amount outstanding. This assessment is referred to as the SPPI test and is performed at an
instrument level.

The Group's business model for managing financial assets refers to how it manages its financial assets
in order to generate cash flows. The business model determines whether cash flows will result from
collecting contractual cash flows, selling the financial assets, or both,

Purchases or sales of financial assets that require delivery of assets within a time frame established by
regulation or convention in the market place (regular way trades) are recognised on the trade date,
i.e., the date that the Group commits to purchase or sell the asset.

When the transaction price of the instrument differs from the fair value at origination and the fair value
is based on a valuation technique using only inputs observable in market transactions, the Group
recognises the difference between the transaction price and fair value in net trading income. In those
cases where fair value is based on models for which some of the inputs are not observable, the
difference between the transaction price and the fair value is deferred and is only recognised in profit
or loss when the inputs become observable, or when the instrument is derecognised.
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{m) Financial assets (continued)

Subsequent measurement
For purposes of subsequent measurement, financial assets are classified in categories:

Debt Instruments at amortised costs

Debt Instruments at Fair Value through OCl
Derivatives at fair value through profit or loss
Equity Instruments at Fair Value through OCI

Financial assets at amortised cost (debt instrumenis)
This category is the most relevant to the Group. The Group measures financial assets at amortised cost
if both of the following conditions are met:

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

And

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

Financial assets at amortised cost are subsequently measured using the effective interest (EIR) method

and are subject to impairment. Gains and losses are recognised in profit or loss when the asset is

derecognised, modified or impaired.

The Group's financial assets at amortised cost includes loans and advances to customers, due from
banks financial investments at amortised cost and trade receivables.

The details of these conditions are outlined below.

Business model assessment

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

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

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

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

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

) The expected frequency, value and timing of sales are also important aspects of the Bank's
assessment

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

The SPPI test

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

‘Principal’ for the purpose of this test is defined as the fair value of the financial asset at initial
recognition and may change over the life of the financial asset (for example, if there are repayments
of principal or amortisation of the premium/discount).

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

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

Financial assets at fair value through OCI (debt instruments)
The Group measures debt instruments at fair value through OCI if both of the following conditions are
met:

. The financial asset is held within a business model with the objective of both holding to collect
contractual cash flows and selling
And
. The contractual terms of the financial asset give rise on specified dates to cash flows that are
solely payments of principal and interest on the principal amount outstanding.

For debt instruments at fair value through OCI, interest income, foreign exchange revaluation and
impairment losses or reversals are recognised in the statement of profit or loss and computed in the
same manner as for financial assets measured at amortised cost. The remaining fair value changes are
recognised in OCL Upon derecognition, the cumulative fair value change recognised in OCl is recycled
to profit or loss. The ECL calculation for Debt instruments at FVOCI is explained in Note 9.

The Group's debt instruments at fair value through OC! includes investments in treasury bonds and
corporate bonds included under other non-current financial assets.

Financial assets designated at fair value through OCI (equity instruments)

Upon initial recognition, the Group can elect to classify irrevocably its equity investments as equity
instruments designated at fair value through OCl when they meet the definition of equity under IAS 32
Financial Instruments: Presentation and are not held for trading. The classification is determined on an
instrument-by-instrument basis.

Gains and losses on these financial assets are never recycled to profit or loss. Dividends are recognised
as other income in the statement of profit or loss when the right of payment has been established,
except when the Group benefits from such proceeds as a recovery of part of the cost of the financial
asset, in which case, such gains are recorded in OCL Equity instruments designated at fair value
through OCl are not subject to impairment assessment.

The Group elected to classify irrevocably its listed equity investments under this category.

Derivative financial instruments

At their inception, derivatives often involve anly a mutual exchange of promises with little or no transfer
of consideration. However, these instruments frequently involve a high degree of leverage and are very
volatile. A relatively small movement in the value of the asset, rate or index underlying a derivative
contract may have a significant impact on the profit or loss of the Group. Over-the-counter derivatives
may expose the Group to the risks associated with the absence of an exchange market on which to
close out an open position. The Group’s exposure under derivative contracts is closely monitored as
part of the overall management of its market risk.

Changes in fair value of any derivative instruments are recognised immediately in the profit or foss.
Derivative financial instruments are initially recognised at fair value. Subsequent to initial recognition,
derivative financial instruments are measured at fair value. Fair values are obtained from quoted
market prices in active markets, including recent market transactions. The gain or loss on re-
measurement to fair value is recognised immediately in profit or loss.

The notional amounts of certain types of financial instruments provide a basis for comparison with
instruments recognised on the statement of financial position but do not necessarily indicate the
amounts of future cash flows involved or the current fair value of the instruments and, therefore, do
not indicate the Group’s exposure to credit or price risks. The derivative instruments become assets or
liabilities as a result of fluctuations in foreign exchange rates relative to their terms.

The Group uses the foliowing derivative instruments:

Currency Forwards

Forward contracts are contractual agreements to buy or sell a specified financial instrument at a
specific price and date in the future. Forwards are customised contracts transacted in the over-the-
counter market. The Group has credit exposure to the counterparties of forward contracts. Forward
contracts are settled gross and result in market risk exposure.
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Derivative financial instruments (continued)

Swaps

Swaps are contractual agreements between two parties to exchange streams of payments over time
based on specified notional amounts, in relation to movements in a specified underlying index such as a
foreign currency rate. In a currency swap, the Group pays a specified amount in one currency and
receives a specified amount in another currency.

Financial guarantee, letter of credit and undrawn loan commitment

In the ordinary course of business, the Gr