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Mrs Clara OLONINIYI MCIB, Fi

Managing Director/CEO

NOTES TO THE FINANCIAL STATEMENTS CONTD.

FIVE-YEAR FINANCIAL SUMMARY

Assets

Cash and cash equivalents
Financial assets hebd for trading
Loans arnd advances
Investment Securities:

- Avallable for-sale securities

- Hebd fa maturity securities
Other assets

Property ard equipment

Total assets

Liabilities:

Deposit liabilities
Current tax labilities
Term loans

Other liakilities

Total liabilities
Net assats

Equity:

Share capital

Retained earnings.

Crthet reserves

Total equity attrbutable to
equity holders of the company

Gross eaming
Profit before taxation

Taxation
Profit after taxation
Earnings per shari

2007 2016 2015 2014 2013
N N N N N
238554974 154763542 204025155 123766689 99,591,161
B74,207691 759912199  GE2430019 523720545  391,664.472
4,455,940 4,495,940 7,860,479 7,906,052 8393443
55,000,000 65,000,000 20,000,000 17,500,000 55,948,717
19,012,685 18,065,000 8,508,204 5,750,849 11,587,342
77,829,346 78,678,434 32,565,438 26515676 22,957,979
1,269,190,638  1,080,915,115 955,898,295  7OG,16B818 590,143,114
505600953 381599050 340407141 267716774 256456628
17142918 12,516,558 2391558 4,177,295 4,147.522
12224567 140799567 188791667 99,533,333 BE,125,000
23,654,507 43171428 21,619,635 14780190 16,774,059
657,622,945 578,186,603 553,210,001 386216592 365503209
611,567,693 _ 502728,513 __ 402,688.294 321,952,226 224,639,905
10905670 110905670 110,905,670 B3.179,252 41,589,626
253891821 187344812 101,067,678 58,921,158 62,119,620
246770202 J0447BO31 190714946 179851816 120930659
611,567,693 502,728,513 402,688,294 321,952,226 224,639,905
1,029.936,894 961,691,252 756,180,247 347,107,963 262209447
133,336,949 120,979,678 100450622 119031975  81,745526
(12000325 (108750000  (13,500,000) (5,350,000) (4,147,522)
121336624 110,104,678 BEISO62T - 113,681,975 765,998,004
54,70 4964 39.20 6834 97257




NOTES TO THE FINANCIAL STATEMENTS CONTD.

23 DIRECTORS 'EMOLUMENTS
Remuneration paid to-directaors (excluding pension contributions and cerfain benefity/allowances) of the
Bank was as follows:
Thie emeluments of all directors fell in between N500,000 1o N1,000,000

24 LITIGATIONS AND CLAIMS
The Bank had no litigations and claims denng the year.

25 CONTINGENT LIABILITIES AND COMMITMENTS
Thisre were no contingent assets and Babalitiesas at 31 December 2018,

26, RELATED PARTIES-TRANSACTIONS WITH KEY MANAGEMENT PERSOMNNEL

The Banks's key managerment persannel, and persans connected with themn, are also considered to be related parties for
disclosure purposes. The definition of key management includes dlose members of family of key personnel and any entity
over which key management exercise control. The key managément personnel have been identified as the senior
management staff and directors of the Bank. Close members of family are those family members wha may be expected to
Influence, or beinfiuenced by that indivadual in their dealings vath Infinsty Microfimance Bank. Therewere no transactions
with key management personnel and ther immediate relatives during the year

VALUE ADDED STATEMENT

o7 me

N % N %
Gross interest income 436007, 268 405,375,555
Other income 3?,5&3,_33_2 BG452.672
Bought in materlals and services
Interest expense (17432307} [21.965,201)
Other expenses (132,228 248) [131.026.811)
Value added 374,025,046 100 338,836,214 100
Distribution to employees
Employee cost 26,158,757 57.79 197 826,567 58.38
To government
Corporate income tax 12,000,325 321 10875000 321
To shareholders
Dividend paid dusing the year BBF2454 237 6654340 196
The future
Depreciation’ amortization 15.6560,886 419 133756329 395
Trarvfer to retained earnings and reserves 121336624 3244 110,104,678 3249
Value added 374,025,046 100 338,836.214 100

A fegon & Frofcil Gammeta 2008
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Commission and charges BEGLAM 80417110
Income from investments 42,23 13,775
Incame man financtal services 355,000 5.961,786
Toral fee and commission incame 87,588,332 52672
20 Personnel axpenses
Wages and salanies. 190427 397 165434101
Contributions te defined contribution plans 5018520 5,027,678
Caher staff costs 20,712.840 27,364,788
216,158,757 197,826,567
21 Other operating expenses -
Directors’ emoluments 2,970,000 7,136,480
Auditors’ remuneration 1,500,000 1,000,000
Others 130,130,294 120,754,671
134,600,294 128,931,151
22 Eamings per share
' Basic earnings per share
Thecalculation of basic earnings per share at 31 December 2017 was
based on the profit attributable to ordinary shareholders and weighted
average number of ordinary shares cutstanding caloulated as follows:
Weighted average numbser of crdinary shares
Dec-17 Dec-16
) N M
Issued ordinary shares at beginning of the year 110,505,670 110905670
Weighted effect of shares issued during the year - -
110,905,670 110,905,670
Weighted average number of erdinary shares at end of the year 221,811,340 221,811,340
Profit attributable to ordinary shareholdess
Profit for the year attributable to equity holders 121336624 110104678
Earnings per share (hobo) 5468 49,64
3 EMPLOYEES
The average number of full time persons employed by the Bank during the year was as follows:
Management staff 9 9
Senior staff 17 15
Jumior staff e 168
205 192
The number of employees of the Bank, other than directors, whose duties = —
warte wholly or mainly discharged In Nigeria, recelved emalurments
{excluding pension contributions and certain benefits/allewances) in the following ranges:
Below N1milliom 155 165
NT, 000,000 - W1, 500, 000 25 mn
N1, 500,001 - NZ 500, 000 15 9
W2, 500,000 - N3, 500, 000 g 7
205 192
24 Directors’ Emolument
Remuneration paid to directors (excluding pension contributions and certain benefits/allowances) of the Bank
wias as follows:
5 Litigations and Claims
The Bank had neo litigations and claims during the year.
26 Contingent Liabilities and Commitments

NOTES TO THE FINANCIAL STATEMENTS CONTD. @
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NOTES TO THE FINANCIAL STATEMENTS CONTD.

Capital and reserves

Share capital

Austhorised :

Orinary shares of N1 each

Issued and fully pald -

221,811,340 Ordinary shares of 50k each.
Balance, beginning of the year

Mew issues during the year-Bonus
Balance, end of the year

Retained Earnings
Balance at 1 January
Opening adjustment restatement

Restated opening balance

Total comprehensive income for the year
Addjustrment in property investment

Transfer to statutory reserve

Dividend paid

Additicnal provision for investment value
Taxation Arrears

Addittional Impairment transfer to Regulatory Risk
Reserve .

MNote to other resernves
Share premium
Statutory resenve
Regulatory reserve

Tatal Equity

Interest income

Interest an loans

Interest on deposit

Interest on current accounts

Total Interests Income.

Interest Expense
Savings account
Fixned deposit account
Treasure account
LASMI Fund

OIKO Fund

CBM Fund

Other accounts

Total interest expense

Het Interest Income

150,000,000 150,000,000
110,905,670 10,905,670
110,505,670 110,905,670
110,505,670 110,905,670
27 2016
187,394,812 101,067,678
187,344,812 101,067,678
121,336,624 96,341,593
{15,167,078) -
{8.,872.454) 16,654,340)
. (3.410,119)
{3,624,990) -
(27,125,003)
253,691,621 187,344,812
3,448,652 3448652
204,330,526 189,163,448
38,991,024 11,865,531
246,770,202 204,478,031
611,567 603 502,728,513
337122812 315,121,848
27812270 22,903,509
71,162,186 67,350,197
436,097, 268 405,375,555
130,878 108,397
5,352,403 3,749,428
146,219 B42,149
4,700,000 7.857,336
- 160,266
585,342 1,243,636
6,517,465 7.983.790
17,432,307 21,965.201
418,664,962 383,410,354
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MOTES TO THE FINANCIAL STATEMENTS CONTD,

Fumlwl:
Freehold Plant & Computer Motor
9  PROPERTY AND EQUIPMENT Property  Building Machinery Equipment Eguipment  Vehicles Total
Cost: M N N . S . S /..
At 1 Jaswsary 2017 55,000,000 - 4,077,362 3185450 16944798 12646400 15257500 107,111,510
Additions . 94000 5094300 - 2919498  G700.000 14807756
Gisposal - (210000) {s91300) (3589500) - 4,390800)
55000000 4077362 3069450 21447798 11976398 21.957.500 117528508
Depreciation:
AL Januady 3017 1568405 1194720 8186133 7890172 9593246 28433076
Charge for the year 407,736 723N A786876 4368751 6210202 156568845
Eliminated on Disposals < (2100000 {591,300) (3,589.500) - [4,390,600)
' Siheracpustnents AL ALk L il o)
1876540 2486519 11421732 BI04 15143047 39,605,162
Het book value:
At 31 December 2017 55,000,000 2,100,822 582,931 10,026,066 3,305974 6,813,551 77,629,346
'r At 31 December 2016 55000000 2,508,557 1,990,730 4,758,665 4,756,228 5664254 78678435
* Property acquired for Proposed Head Office.
10 Deposit liabilities _
207 2018
Cumrent 6,151,200 3467402
Savings 446,196,534 338,168 886
Time 53,253,218 40,062,762
505,600,953 381,699,050
n Taxation
A Current Tax liabdlities
¥ Statement of Financial Pasition
1 Balance browght forwand 12,516,558 2.391.558
Tan: Prowisian for thi year 11650325 15716513
24,166,883 18, 108071
Payment during the year (7,023 965) 15591,513]
Balance carried forward 17142918 12,516,558
. Income Statement
Income tax 12,000,325 7,250,000
Under provision for previous year adjusted in equity - 3,625,000
12,000,325 10,875,000
12 Torrn loans
Lagos State Government Funds 58,099,567 58,099,567
Federal Government Development Fund 54,125,000 82,700,000
11E224.567 140,799,567
il L LE] Other Rabilities
CHIEF PETER K. ASU fca Account payable 1,821,403 3,077,780
' Accrued expenses 7a5410 /N
Chairman, Board of Directors Other accounts payable 22,047,287 39,702.932

ngtl. 100 43,171.428




NOTES TO THE FINANCIAL STATEMENTS CONTD.

By performance:
Performing
Pass and watch
Substandard
Doubtfiul
Last

By Maturity profile:
Under 1 month

1 1o 3 months

3 1o 6 months

6 te 12 months
Owver 12 months

5b Movement in loans and advances

Opening MNet boans
Advances during the year -net

Less Impaiment during the Year
Net Loans and advances

All micro loans are partly secured with compulsery savings while
SME loans are mostly secured with both compulsary savings and
adequate collaterals

& Avallable for sale financial assets

Equities
Impairment

T Held to maturity securities

Treasury bills
Less: specific allowance impalrment

1 Other assats

Prepayments
Other receivables

Pravision for impairment on other assets

853886623 753924210
21,396,558 T.507 460
3,843,270 2,558,730
2,711,089 3,603,010
20,957 439 14,315,660
902,794,579 781,909,079
645384420 405,834,259
100,132,328 331,646,717
147,642,509 32,995,103
B.603,981 1647 609
1,031,732 3735391
902,794,979 781,909,079
Dec-17 Dec-16
N N
TS9912190  GE2,939,019
12 01 85,723,180
880,798,100 768,662,199
(6,500,407) 18,750,000
874,297.693 759,912,199
017 016
11,957.629.45 11,957 628
(7.461,689.00) (7,461,689)
4,495,940.45 4,495,540
55, 000,000.00 65,000,000
55,000,000.00 55,000,000
18,702,684.51 18,065,000
310,000.00 -
19,012,684.51 18,065,000
19,013,684.51 18,065,000

CHAIRMAN'S STATEMENT

FOR YEAR ENDED 31 DECEMEBER 2017

istinguished shareholders, ladies and genthemen, it is my pleasure to welcome you all to the Twelfth Annual

General Meeting of Infinity Microfinance Bank Limited and to present to you the Financial Statements of

Infinity Microfinance Bank Limited for the year ended 31 December 201 7. The Nigerian economy had a slow
recovery from the recession it plunged inta in 2016 during the year 2017, the weak recovery was largely aided by improved
global ol prices and production volumes while the non-oil sector contracted by 0.8% year on year in the Thind Quarter of
2017, Despite the harsh operating environment that characterized the year, our Bank was able to sustain positive perfor-
rmance for the year.

QOPERATING ENVIRONMENT

The Federal Govennment and the Central Bank of Nigeria embarked on diverse initiatives targeted at bringing the econcmy
out of the recession which started officially in second quarter 2016. The initiatives include the launching of the Secondary
Market Intervention Sales [SMIS) by CBM for the management of the foreign exchange, launching of the Economic Recowvery
and Growth Plan (ERGP) by the Federal Government, regular supply of Forex by CBM to meet demand for forex, introduction
of Imvestors and Experters Windows (NAFEX Rateland other key interventions targeted at convergence of the exchange rate
in the official and parallel market, increasing foreign portfolio investments in Nigera and improving the foreign exchange

liquidity.

The apex bank also continued implementation of tight monetary policies with yield above 20% levels in the first three
quarters and the benchmark policy rate remaining unchanged throughout the year. Whilst this action attracted foreign
portfolio investors and increased FX inflows into the econammy to take advantage of the high yield environment, it reduced
lending to the private sectar and lending to the Deposit Money Banks and the Microfinance Banking Sector.

While the inflation declined consistently from 18.7 2% in January 2017 1o 15.4%in December 2017, the effect was dampened
by high food prices which drove food Index year on year to its 7-year high of 20.3% in November 2017, The surge in food
prices was mainly due te high transportation cost, adverse weather conditions, displacement of farmers by attacks from
suspected Fulani herdsmen and Boko Haram sect ete, The growing sense of insecurity in the country was aggravated by the
continued sporadic attacks by suspected Fulani Herdsmen, the suspended quit-notice given to Igbo people in the north by
some northern youths, the clampdown of rising Blafran agitators by the Nigerian Armvy and the resurfacing threats by the
Niger Delta militants etc.

BUSINESS ACTIVITIES DURING THE YEAR

The Nigerian economy officially recovered from recession in the second quarter and recorded a 0.55% growth in GDP
compared to <0.91% in the first quarter. The country’s ranking on the ease of doing business also improved by 24 points to
145th position out of 190 countries in the survey.

Though these indices seem to suggest a marginal positive trend, the Nigerian econemy and the small and medium enter-
prise sector in particular faced major headwinds that robbed the business cormmunity of any significant growth as dispos-
able income available for family expenditure suffered serious cutback in the face of late passage of budget, introduction of
BYN to mobile money users and extension of same to microfinance banking customers. The yuletide season was also
characterized by persistent fuel scarcity resulting in hike in transportation and food cost and general price increases and
Increase in the cost of doing business. According to The Mational Bureau of Statistics (NBS) Quarter 3 2017 GDP figures, all
the various sectors of the economy with the exception of the oil sector contracted.

Thee micro and small business enterprise sector which is the focus of our business suffered huge strain due to lower purchas-
ing power, dwindling demand, and high cost of doing business, The dearth of Foreign Direct Investment into the microfi-
nance banking which started in 2015 as a result of the Forex crises continued because investors are still reluctant to bring
medium to long term funds into Migeria after taking huge losses on the account of Maira devaluation and scarcity of foreign
exchange needed for repayment of funds from their local partners, The structural realignment of the micro small and
medium enterprises continued as emphasis shifted to Non-oil sector, agricultural value chain businesses, commerce,
export, distributien and services. Other factors that contributed to the pawcity of dispesable funds includes the aggressive
collection of taxes, rates, dues and fines by various government agencies of Federal, State and Local Government levels

during the year.




CHAIRMAN'S STATEMENT CONTD.

Though the business environment was very challenging for mast part of 2017, Infinity Microfinance Bank remained
focused on serving her customers whilst paying necessary attention to the dynamics of lending risks in economy that s still
trying to crawl its way out of recession. We strengthened our business architecture so that we can remain strong in manag-
ing new risks in the short to medium term especially the technology risk and human resources risks. We completed the
migration of our Banking Application to a cloud-based solution and introduced an-line real tirme banking in all our branch-
eswith capacity for introduction of full e-channels banking and we stamped our feet in the inter-bank exchange gateways.
We also added our seventeenth branch at Ikeja and strengthened top management team with new hires.

OPERATING RESULTS

Ladies and gentlemen, fellow shareholders, | am pleased to inform you that despite the very unstable business environ-
ment under which we operated in 2017, our Bank recorded positive results in accordance with our tradition and tremnds in
the past years.

Qur gross earning recorded 7.7% increase from =MN=469,863,025 for the year ended 31 December 2016 compared to
=N=506,253,294 for the year ended 31 December, 2017, Likewise, the Total Assets grew by 17.4% from a sum of
=N=1,080,915,115for the year ended 31 Decemnber, 2016 compared to =N=1,271,190,231 for the year ended 31 December,
2017, Our Loan portfolio also grew from a total of =N=759912,199 as at 31 Decemnber, 20016 to =N=874,297,693 as at 31
December, 2017 thereby recording an increase of 15%. On the profitability index, our Profit Before Tax increased by 10.21%
from =N=120,979,678 as at 31 December, 2016 to =N=133,336.949 a5 at 31 Decernber, 2017 while the profit After Tax also
increased by 10.2% from =N=110,104.678 as at 31 December, 2016 to =N=121,336,624 as at 31 December, 2017,

This result would not be possible without the commitment of our staff, management and custorners which has been
consistent over the years, Most of our efforts in 2017 are geared towards positioning the Bank for greater efficiency and
professionalism which will in turn enhance our sustainability in the long run. We shall continue to use various loyalty
packages and every opportunity to appreciate our loyal customers, especially those that have maintained good records
with us over the years and demonstrated commitment to Infinity Microfinance Bank Limited.

In order to reward the support and confidence of the sharehelders of our Bank, The Board of Directors has recommended
adividend of 4 kobo per share for every 50 kobo share of Infinity Microfinance Bank as at 31 December, 201 7. To effect these
changes a special resclution has been proposed by the Board at the Annual General Meeting.

FUTURE CHALLENGES AND OPPORTUNITIES

According to the World Bank forecasts, the Migerian economy is expected to grow by at least 2.5 per cent in 2018, This is
expected to be sustained by increases in oil receipts and higher government spending on infrastructure and activities
leading to the 2019 elections. It is expected that the current drive for prometing non-oil expert and economic diversifica-
then will be sustained. As a state microfinance Bank, we expect mast of our strategic investment in IT infrastrecture to yield
more positive returns yields in the years ahead by creating better access and convenience for our customers.

We foresee greater business opportunities for the future and we expect that the Maira will remain stable and foreign invest-
mients and funding will increase to further stimulate the economy while the inflation will moderate,

Fimally, | thank my colleagues on the Board of Directors for their dedication and invaluable centributions during the year
2017,

Thank you for listening .

Chief Peter K. Asu
Chairman, Board of Directors
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Cash and cash equivalents

Cash in hand
Current accounts with banks in Nigeria
Money market placements.

BALAMNCES HELD WITH OTHER BANKS
First Bank Plc-Current Account
First Bank Plc.-5avings

Werma Bank Plc -Ojota

Guaranty Trust Bank Plc.-Lagos
Fidelity Bank Pic.

Wema Bank Plc.-Treasure-Agege
Skye Bank Ple.-Ikorodu

Zenith Bank Ple,

First City Monument Bank Plc
Fidelity Bank (MSMEDF)

Sterling Bank Plc.

PLACEMENTS

Skye Bank Ple.
Wema Bank -Cshodi
Zenith Bank Plc,
Sterling Bank Plc.

Loans and receivables
Gross amaunt
Impairment

Met amount

Movement of Loan Impairment
Balamce b/

Charge for the Year

Impairment for the year

Loan by Type:

Micro loans and advances

Small and medium enterprise loans
Micro Lease Loan

Hire purchase

Other loans

Staff loans

07 2016
=N= =M=
2,907,745 1561485
84,200,980 76,802,057
151,446,250 75,000,000
238,554,974 154,763,542
37,356,034 12,402,302
2,123,662 334,102
7498877 1155449
11,386,707 10,887,792
32717 33415026
547,468 H47 468
10,303,012 6,364,057
6,863,043 1,525,860
37,375 50,000
1,338,368 .
2719318
84,200,980 76,802,056
26,906,899 25,000,000
80,000,000 50,000,000
20,000,000 -
22,539,351
151 250 7 000
S0 TR4,979 781,909,079
(28,497, 287) 121,996,380
74,297 693 759912199
21,996,880
6,500,407
28497 287
J41,030,875 659,902,055
147,641,628 104,495,272
4,547,291 4,319,235
Loy 1.759.437
7,639,399 9,056,090
94470 2,376,000
902 704,979 781,900,079
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Thie table below analyses financial instrements measurned at fair value into the fair value hierarchy at the end of the

reparting perod;

31 December 2017 Level 1 Level 2 Leval 3 Total
N N ] N

Financial assets held for trading % 3
Available for sale investment 4495 940 - - T.506,059
31 December 2016
Financial assets hald for trading
Available for sale investment 4495940 - - T.506.059

3,40  Financial assets and liabilities classification
The Bank's accounting policies provide scope for assets and liabilities to be designated on snception into different
Accounting categonies in certain crcumstances;

Details of the Bank's classification of financial assets and habdites are giveninnote 5,67 and 8

3.41 Depreciation and carrying value of property and equipment
The estimation of the usetul lives of assets is based on management's judgment, Any material adjustment to the
estrmated useful lives of lems of property and equipment will have an impact on the carrying valueof these items.

342 Determination of impairment of property and equipment, and intangible assets, excluding goodwill
Management is required to make judgments concerning the cause, timing and amaount of impaimment. In the
identification of impairment indicators, management considers the impact of changes in current competitive
conditions, cost of capital, avadability of funding, technologecal absolescence, discantinuance of senaces and
ather circumstances that could indicate that imparrment exests. The Bank applies the impairment assessment to its
separate cash generating upits, This reéquires management to make sgnificant judgments and estimates
concemning the existence of impairment indicators, separate cash generating units, remaining useful lives of
assets, projected cash flows and net realisable values. Management's judgment is akso required when assessing
whether a previously recogrised impairment loss should be reversed

3.43 Geographical segments
The Company operates in one geographical region; Nigeria and does not have a secondary reporting segment.

DIRECTORS' REPORT

The Directaors have the pleasune in presenting their repaorts on the affairs of Infinity Microfinance Bank Limited (*the Microfi-
nance Bank”) together with the audited financial statements and auditor's report for the year ended 31 December, 2017,

Legal Form and Principal Activity :
The Bank was licensed by Central Bank of Nigeria on 23 October 2007 to operate microfinance banking and provide microfi-
nance services to customers through its Head Office and subsequently approved cash centres,

The Bank was incorporated on 09 August 2007 as private company limited by shares and commenced operations in Novem-
ber 2007.

The Microfinance Bank's principal activity is to carry on business as a microfinance bank, providing financial service to micro,
small and medlum scale enterprises and ather low inceme people in Migeria kn the form of working capital and loans. The
Microfinance bank ks eligible to accept deposits from individuals, groups and private arganizations and alse ralse finance in
accordance with the CBM regulations and guidelines on micro finance banks.

Directors Interest
The interest of the Directors inthe issued share capital of the bank is recorded in the reglster of shareholdings as at 31 Decem-
ber 2017 as follows:

Number of ordinary shares held
Direct Holding  Indirect Holding

Chief Pater K Asu B,T62,667

Mrs. Clara Oloniniy 12,597,333

Chief Godwin Okafor 51,394,667

Mr. Samson Amedu 6,800,000

Mir, Bimbe Josiah Ajayl . 1,862,432
Mr Tope Oloniniyl - 82,554,667
Operating results

The Microfinance Bank commenced operations immediately after being granted the license to operate as a microfinance
banik. Highlights of the Microfinance Bank's results for the year under review are as follows:

31 Dec. 2017 31 Dec. 2016

N N
Profit for the yeat 133336549 120,979,678
Provision for tax 112,000,325) (10,875,0001

Retained profit 121,336,624 110,104,678
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Company Secretary
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Use of estimates and judgments

The Bank's management, in collaboration with the Audit Committee is responsible for the development., selection
and disclosure of the Bank's critical accounting palicies and estimates, and the application of these policies and
estimates

These disclasures supplement the commentary on financial risk management

Key sources of estimation uncertainty
Allowances for credit losses
Assets accounted for at amortved cost are evaluated for impairment ona bass described in accounting policy 3,15

The specific counterparty component of the total allowances for impairment applies 1o claims evaluated
indwvidually for impairment and is based upon management’s best estimate of the present value of the cash flows
that are expected to be received. In estimating these cash flows, management makes judgments about a counter
party's financial situation and the net realisable value of any underyang collateral. Each impaired asset is assessed
on its merits, and the workout strategy and estimate of cash fiows considered recoverable are independently
approved by theCredit Committee.

Callectively assessed impatrment allowances cover credit losses mherent in portfolios of loans with simiar
economic characteristics when there is objective evidence to suggest that they contain impaired loans, but the
indwidual impaired items cannot yet be identified. In assessing the need for collective loan loss allowances,
management considers factors such as credit quality, portfolio size, concentrations, and economic factors: In
order fo estimate the required allowance, assumptions are made to define the way intenest losses are modeled and
todeterming the required input parameters. based on historical experience and current economic conditions: The
accuracy of the allowances depends on how well these estimate of future cash flows for specific counterparty
allowances and the model assumptions and parameters wsed in determining colfective allowances are made.

Determining fair values

The determination of fair value for financial assets and Habilites for which there & no observable market price
requires the use of techniques as described in accounting polsoy 314 For financial instruments that trade
infrequently and have little price transpatency, fair value is less chiective, and reguires varying degrees of judgment
depending on kquidity, concentration, uncertainty of market factors, pricing assumptions and other tsks affecting
the specific instrument.

Critical accounting judgments in applying the Bank's accounting policies
Critical accounting judgments made in applying the Bank's accounting policies include:
+  Valuation of financal instruments

The Banks accounting palicy.on fair value measurements is discussed under note 3

Thie Bank measures fair values using the follewing fair value hierarchy that reflects the nature and process used in
making the measurements:
Lewel 1: Quioted market price (unadjusted)in an active market foranidentical instrument.

Lewel 2! Valuation techmigues based on observable inputs, either directly (i.e.; a5 prices) or indirectly {1.e., derived
from prices). This category inchudes instrurments vabued wang: quoted market prices in active markets for similar
instrumients; quoted prices for identical of smilar instruments in markets that are considered bess than active; or
othervaluation technigues where all significant inputs are directly gr indirectly ohservabie from market data.

Leswsd 3¢ Valuation techiniques using inputs that are not based on obsenable market data, i.e. unabsenable
inputs, This category inchudes all instruments whese the valuation technigque inchedes inputs not based on
observable data and the unobservable inputs could have a significant effect on the instrument's valuation, This
categary includes instruments that are valued based on quoted prices for similar instruments where significant
unobsenableadjustments or assumptions are required to reflect differences bitween thejrstiumant
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Operational Risk Management
Capital management
Regulatory capital
The Central Bank of Nigeria sets and monitors capital requirements for all microfinance banks in Nigeria. The
central bank of Migeria prescribes the minimum capital requirement for microfinance banks operating within
Nigeria.
Inimplementing current capital requirerents, Central Bank of Nigeria requires the Bank to maintain a prescribed
ratio of total capital to total risk-weighted assets,
Capital Adequacy Ratio
The capital adequacy ratio is the quotient of the capital base of the Bank and its nisk weighted asset base. In
accordancewith Central Bank of Nigeria regulations, a minimum ratio of 10% 55 to be maintained,
December 2017 December 2016
N N
Tier 1 capital
Ordinary share capital 110,905,670 110,905,670
Retained earnings 253,891,821 187344812
Statutory resenes 204,330,526 189,163,448
Share premium 3,448,652 3448652
Total qualifying Tier 1 capital (&) 572,576,669 490 582
Tier 2 capital
Fair value reserve for available for sale -
securities
Regulatory risk reserves 38,991,024 11,865,931
Total qualifying Tier 1 capital (B) 38,991,024 11,865,931
Total regulatary capital (Cl=(A+B) 611,567,693 380,873,384
Risk -weighted assets (D) 874,297,693 759928110
Capital Adequacy ratio (CAR) = (D) 7076 509

STATEMENT OF DIRECTORS' RESPONSIBILITIES

In accordance with the provision of sections 334 and 335 of the Companies and Allied Matters Act 2004, Sections 24 and 28
of the Banks and Other Financial Institutions Act 1991 and the CBN Regulatory and Supervisory Framework for Microfinance
Banks, the Directors are responsible for the preparation of annual financial statements which give a true and fair view of the
state of affairs of the Microfinance Bank and the profit or loss for the year.

These responsibilities include ensuring that;
Appropriate internal controls are established both to safeguard the assets of the Microfinance Bank procedures are instituted
to safeguard assets, prevent and detect fravd and other irregularities,

The Microfinance Bank keeps accounting records, which disclose with reasonable accuracy the financial position of the
Microfinance Bank and ensures that the financial statements comply with the requirements of the Statements of Accounting
Standards applicable in Migeria, Companies and Allied Matters Act of Nigeria, Banks and Other Financial Institutions Act of
Higeria and the Central Bank of Nigeria Regulatory and Supervisory Framewaork for Microfinance Banks.

The Microfinance Bank has used appropriate accounting policies, consistently applied and supported by reasonable and
prudent judgments and estimates, and that all applicable accounting standards have been followed.

It is appropriate for the financial statements to be prepared on a going concern basis unless it is presumed that the Microfi-
nance bank will not continue In business.

Property, Plant & Equipment
Information relating to changes in Property, Plant & Equipment is given in Note 9 to the financial statements,

Employment of Disabled Persons

The Microfinance Bank has no disabled persons in its employment.

However, applications for employment by disabled persons are always fully considered, bearing in mind the respective
aptitudes and abilities of the applicants concerned, In the event of members of staff becoming disabled, every effort will be
made to ensure that their employment with the Microfinance Bank continues and that appropriate training is arranged. Itis
the policy of the Micrefinance Bank that the training, career development and promotion of disabled persons should, as far
as possible, be identical with that of other employees.

Health, Safety and Welfare at Work
The Microfinance Bank maintains business premises designed with a view to guaranteeing the safety and healthy living
conditions of its employees and customers alike. Employees are adequately insured against occupational and other hazards,

Employee Involvement and Training

The Microfinance Bank policy with regards to employee involvement and training is to encourage participation of employees
in arriving at decisions in respect of matters affecting their well being. Towards this end, the Microfinance Bank provides
opportunities where employees deliberate on issues affecting the Microfinance Bank and employee interests, with a view to
making inputs to decisions thereon. The Microfinance Bank places a high premium on the development of its manpower.
Consequently, the Microfinance Bank sponsored its employees for varlous tralning courses in the perlod under review.

Auditors
Messrs Olu Aladejebi & Co. awditors to the bank, have indicated their willingness to continue in office, in accordance with
section 357 (2) of the Companies and Allied Matters Act, 2004,

Co Secretary
By Order of the Board
February 28, 2018.




STATEMENT OF CORPORATE GOVERNANCE

Introduction

The Board of Directors hat commenced proper implementation of Corporate Governance principle in the operations of
Infinity Microfinance Bark. The Directors have also endorsed compliance with the provision of the Microfinance Banks
code of Corporate Governance, which has incorporated most of the provisions of the Central Bank of Migesia (CBN) Code
on Corporate Governance for Banks in Nigenia.

The Board
The Board is composed of & members, incuding the Chairman, who is 8 Mon-Executive Director, the Managing Director
and 4 Non-Exscutive Directors

The Board has four commitiees. These are the Credit Committee, Sudit Commattee, Risk Management Committes, Finanoe
and Establishment committes, In addition to the Board Committees there are regular meatings by various Management
Committess,

Responsibility

The Board reviews corporate performance, authorses and momitor strategic decisions whilst ensuning regulatory
compliance and safeguarding the intesest of the shareholders. The Board is committed to ensuring that the Micrafinance
Bank is managed in a manner that will fulfil the shareholders aspirations and eéxpectation. The Board has prowded
Ieadearship for achieving the strategic objectves of the Microfinance Bank.

Specifically, the responsibilities of tnfinity Microfinance Bank Limited Board of Directors are:

®  Determining the Micrafinance Bank's objectives and strategies as well as plans to achigve them;

& Determining the terms of reférence and procedures of the Board Committees, including reviewsng and appraving the
teports of such committees where appropriate;

* Considering and approving the annual budget, monitoning performance, and ensuring that infinity Microfinance Bank
Bagoing concern;

*  Ensuring that effectve nsk management process exists and i mamtaimed;

» - Hetaaning responsibility for systems of financial, operational and internal control and mgulutnrgr compliance, as well as
ensuning that statutony reporting of these is adequate.

Chairman and Chief Executive

I e with best practice and the provision of both the CBM and the Microfimance Bank Codes of Corparate Governance, the
responsibilities of the Chairrnan and the Managing Dwector are separated, YWhile the Chairman i respondible for the
leadership of the Board and creating the conditions foroverall Board and individual Director's effectiveness, the Managing
Director Is responsible for the overall perfarmance of the Microfinance Bank, including responsibilitees for ensuring day to
day management and contral.

Standing Committees
The Board discharges its responsibilities throwgh a number of standing committess whase charter are revdewed from time
totime, The committees consistof:

The Board Credit Committes )

This Committee was set up 10 2ssist the Board of Directors in the discharge of its responsibility to exercise due care,
diligence and skill in oversesing, directing and reviewing the management of the credit portfolio of the Bank, The
committee consider ioan application above specified limits and which has been approved by EXCO credit committes. it also
serves as a catabyst for cradit palicy changes gaing from EXCO credit committee to Board for consideration. The committee
olsa riviews the loan portfobio of the Bank.

Committee's Terms of Reference
+ To re:crnrmrd criteria by which the Board of Directors can evaluate the credit facifities presented from vanous
and review the credit portfolio of the Bank.
. 'Tﬂmm:dera]laﬂm:ﬂuﬂu.ahthamgemmupprmihul
ol WWW the Banks qﬁl p-urrfohu narder to align organizational strategies, goals, an;L

v make recommendations ﬁmenmrdoémmmhrapmmuedﬂfmlhes based upon performance and othes
ﬁmnmwwm

NOTES TO THE FINANCIAL STATEMENTS CONTD..

Commissions and fees charged for senvices renderad are recognised in the accounting persad in 'which the services
wers rendesed, '

Revenue is recognised ona straight line basis over the specified period,

Share capital and reserves

Share isswe costs

incremental costs directly attributable 1o the issue of an equity instrument are deducted from the initial
measurement af the equity instruments.

Dividend on ordinary shares
Dindends on the Bank's ordinary shases are recogrised in equity in the penod in which they are paid or, if earlier,
approved by the Bank's shaschodders.

Statutory Reserve

In compliance with requlations of the Central Bank of Nigena, an appropriation of 15% of profit after taxis made f
the statutony resenve is less than the paid-up shase capital and 10% of profit after tas if the statutary reserve is
greater than the paid up share capstal. For the purposes of making this appropaiation, ‘Profit for the year® as
reported in the statement of comprehensive income is used. The appropriation s reported in the statement of
changes inequity.

Regulatory risk reserve

in comphiance with the Prodential Guidelines for Licensed Banks, thie Bank assesses qualifying financal assets using
the guidance under the Prudential Guidelines. These apply objective and subjective criteria towards providing for
losses in risk assets. Assets are classed as performing or non-performing. Non-performing assets are further
classed as Substandard, Doubthul or Lostvath attendants provision a5 per the table below based on objective
critena.

Classification Percentage
Provided

Performing 1%

Pass'and Watch 5%

Substandard 20

Boubtful 50%

Lost 100%

A mone acoslerated pravisson may bedone wang the subjective critens, A 1% prowsion is taken on all rsk assets not
specifically provisioned,

The results of the application of Prudential Guidelnes and the impasrment determined for these assets under 1AS
39 are compared. Where the Prudential Guidelines provision 15 greater, the difference is appropriated from
Fetained Eamings and included in a non-distributable reserve cabled "Regulatory Risk Reserve’, Where the 145 39
impairment is graater, no appropriation i made and the amount of the 145 39 impairment is recognised in the
Statement of Comprehensive Income.

In subsequent penods, reversals or additional appropnanions between the *Regulatory Risk Reserve® and Retained
Earmings to maintain total proviskons at the levels expacted by the Regulator,

Earnings per share

The Bank presents ordinary basic earmings per share for its ordinary shares. Basic earmngs per share arecaln.ulmed
by dividing the profitor boss atiributable te ordinary sharehalders of the Bank by the weighted average nurnhuo[
ardinany shares auutandmg dunngthemr
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Shert-term employee berefit cbligations are measured on an undiscounted basis and are expensed as the related
service is provided.

A liability is recognised for the amount expected 10 be paid under shari-term cash bonus or profit-sharing plans if
thi Bank has a present begal or constructive obligation to pay this armount as a result of past service provided by
the employes and the obligation can be estimated rediably

Post-employment benefits

Defined contribution plans

A defined contribution plan i5a post-empleyment benefit plan under which an entity pays fixed contribution into
aseparate entity and has no legal or constructive obligation 1o pay further amounts.

Oblgatsons for contnbutions to defined contnbution plans are recogmised as-an employee benefit expense in
profit or koss in the penod during which the employees have rendered sennce entitling them o the contributions
Prepaid contributions are recognised as an asset to the extent that a cash refund or a reduction in future payments
is available. Contributions 1o a defined contribution plan that is due more than 12 months after the end of the
persod i which the employees render the setvce are discounted to thesr present value at the reporting date,

Thie Bank operates a funded defined contribution retirement benefit scheme for its employees under the
provisions of the Pensian Reform Act 2004, Employees and the Bank's contributions to the scheme are 7. 5% and
7.5% respectively of sach employee's annual basic salary, transport and housing aliowances. Employees!
contributions to the scheme are funded through payroll deductions white obligations in respect of the Bank's
contribution 10 the scheme are recognised as an expensein the prafit and koss account on an annual basis,

The Bank also operates a defined contributicn insurance scheme, Employees are entitfed to join the scheme an
confirmation of theirr employment. The employee and Bank contrbutions to the scheme are 5% and 12.5%
respectively of the employes’s annual basic salary, transport and hausing allowanoe, Emplayees contributions to
the scheme are funded through payrofl deductions while obligations in respect of the Bank's contribotion are
charged 1o the profit and loss account.

Contingencies

Contingent asset

Contingent Asset is a possible asset that arises from past events and whose existence will be confirmed only by the
oegufrence of non-occurrence of one or more uncertain future events not whelly within the control of the entity,

A confingent assets s not recognised in the statement finanoal position but is declosed when an inflow of
economic benefit 1s probable. When the realisation of income is virtually cenain, then the refated asset isnot a
contingentand its recognition is appropriate.

Contingent assets are assessed continually to ersure that developments are appropriately reflected in the financial
statement.

Caontingent Liability

Contingent liability is 2 possible obligation that ansas from past events and whose exstence will ba confirmed only
by the crourrence o non-occurrence of one or more uncertain future events not wholly within the control of the
entity; or a present obligation that anises from past events but is not recognised becawse it is not probable that an
outflow of resources embodying economic Benefits will be reguired to settle the obligation; or the amount of the
obligation cannot be measured with sufficient reliability,

Contingent liability is disclosed unless the possibility of an outflow of resources embodying economic benefit is
remote, & provision for the part of the obligation for which an outflow of résources embodying economic
benefits is probable is recognised, except in the extremely rae circumstances where no refiable estimate can be

A

Contingent liabilities are assessed continually to determine whether an outflow of economic benefit has become.

* To recommend 1o the Board of Directars, as appropriate, new credit proposals, restructuse plans, and amendmants to
exsting plans.

*  Torepor (o theentre Board at such temes as the Cammittee and Board shall deteremne, but sot less than every quarter.

& Toperform such other duties.and responsabilities as the Board of Directors may assign from time to time

&  Torecommend non-performing credits forwrite-off by the Board,

The Board Audit Committes

The Board Audit Committee was set up 1o further strengthen internal conteol in the Bank, i complance with Companies
and Allied Matters Act, CAP20, LFN 2004, It assists the Board of Directors in iulfilling its audit responsibilities by ensuring
that.an effective system of financial and internal control is in placewithin the Microfinance Bank.

Committee's Terms of Reference

& To meet with the independent Auditars, Chiefl Financial Offices, Internal Auditor and any other Bank executive bath
individisaily andfor together, as the Committee deems appropriate at such times as the Committee shall determine 1o
discuss;

# the terms of engagement for the independent avditors, the scope of the audit, and the procedures to be used; the
Bank's quarterly and audited annual financial statements, including any related notes, the Bank's specific  declosures
and discussian under "Managements Control Report and the independent auditors report, inadvance of publication;

#  the performance and results of the external and internal audits, including theindependent auditors’ managernent katter,
and management’s responses thereto;

#  the effectiveness of the Bank's system of internal controls, induding computerized information systems and security,
any recommendations by the independent auditor and internal auditor regarding internal control Bsues and any
actions taken in response thereto; and, the internal control certification and attestation required 1o be made in
connection with the Bank's quartedy and annual financial reports;

»  Toactively engagesn.a dialogue with the independent auditors with réspect 1o any disclosed relationships or sensces
that may impact the objectivity and independence of the independent auditcrs and to toke appropriate action in
response to the independent auditors report to satisty itself of the independent auditors independence; to periodically
evaluate the independent auditor's qualifications and performance induding a review of the lead partner, taking into
account the apirion of management and the internal auditor;

®  To review ertical accounting palicies and financial staternpent presentation; to discuss with management and the
independent auditors significant financial reporting issues and judgments made in preparation of the finangial
statements including the effect of altermative accounting metheds; to review major changes in accounting policies.

& Toreporttothe éntire Board at such times as the Committee shall determine.

The Boeard Risk Management Committes )

The committee assist the Board in futfilling its oversight responsibility relating 1o establishment of pelicies, standards and
guidelines for risk management, and compliance with legal and regulatory requirements in the Bank. |n addition, it
oversees the establishment ofa formal written palicy on the overall risk management system, The committee evaluates the
Bank's rrsk policies ona periodic basis to accormmadate mapor changes in mternal and extermal emaronment,

Committee's Terms of Reference

= The primary responsibifity of the Committee is to ensure that sound palicies, procedures and practices are in place for
the risk-wide management of the Banks matenal risks and 19 report the resuits of the Committes's activitees 10 the
Board of Directors.

# Design and implement risk management practices, specifically provide ongoing quidance and support for the
refinement of the overall risk management framework and ensuring that best practices are incorporated;

® Ensurethat Management understands and accepts its respansibility for identifying, assessing and managing risk;

*  Ensure and monitor risk managerment practices, specifically detesmine which enterprise risks are most signsficant and
approve resource allocation for risk monitoring and improvement activities, asssgn risk owners and approve action
pians;

»  Facilitate the development of a comprehensve nisk management framework for the Bank and develop the risk
management policies and processes and enforce its compliance.

& Toreport 10 the entire Board a1 such times as the Committee and Board shall dmmbutnm Imthln m‘.nam

& To perform such cther duties and re-sponsibdllmul.i:leﬂoard of Directors ma'_qracsﬂgn

The Board Finance & Establishment Committee The Board Finance Commities conssders plars, budget, m;messmﬁdﬂs;
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strategies and the audited accounts of the Microfinance Bank. 1t alst considers staff matters in respect of sentar officers of
the Microfinance Bank from Managers grade and above,

Committee's Terms of Reference

Fewview of all matters relating 1o staff welfare, induding remuneration of s1aff, and Executive Managament;
Consideration of all lasge scale procurement 1o bemade by the Bank;

Review of contracts award for significant expenditures;

Consideration of promotions of Senigr Management staff of the Bank; and

Any other matter that may be referred to it by the Board,

- & & & W

The Board IT Steering Committee
Thie Board IT committee oversee the IT infrastructure. of the Bank and formulate policies that wall guaranies business
continuity and availability of link amang others,

Committee's Terms of Reference

= Develop the short, medium and kang term IT plans for the Bank.
«  Ensure compliance with requiatorny standarnds.

+ Engineer the proper assimilation of the Bank on [T backbone

Executive Committee (EXCO)

The Executive Committee (EXCO) is made up of the Managing Director as chaieman and other top management staff of the
Microfinance Bank. The committee meets regularly to deliberate-and take policy decision on the management of the
ticrafinance Bank. It is primarily respensible for the implementation of strategies approved by the Board and ensuring
efficient deploymentof Infmity Microfinance Bank's resources.

Management Committees

Thiese are standing committees made up of senior management of the Infinity Micrefinance Bank. The committoes ensuns
that palicies by the Board and the regulatory bodies-are complied with and also provide inputs into the vaniows Board
Committeasin addition ta ensuring the effective implementation of risk policies.

The management committees include: Managemen: Credit Committes, Asset and Liabilities Management Committees
and Disciplinary Committee.

3.22
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NOTES TO THE FINANCIAL STATEMENTS CONTD.

Amortisation IS recognised in prafit of foss on a straight-line basis over the estimated useful Ife-of the software, from
the date that it |5 avallable for use since this most closely reflects the expectad pattern of consumption of the futurs
economic benefits embodied in the asset. The estimated usefud life of software is five years.

Amaortisaticn methed, useful lives, and residual values are reviewed at each financial year-end and adjusted if

appropriate.

De-recognition

An item of intangible asset is derecognised on disposal or when no future economic benefits are expected fromiits-
use or disposal, Any gain of Joss arising on de-recognition of the asset [calculated as the difference between the net
disposal proceeds and the carrying amount of the asseth is included inprofit or loss in the year the asset is
derecognised.

Impairment of non-financial assets

The carrying amounts of the Bank’s non-fAnancial assets other than deferred tax assets are reviewsed at each
reparting date to determine whether there is any indication of impairment. if any such indication exists then the
asset’s recoverable amount s estimated, An impairment loss is recognised if the canrying amount of an asset or Cash
Generating Unit (CGU) exceeds its recoverable amount.

The recoverable amount of goodwill s estimated at aach reporting date. An impairment boss s recognised il the
carrying amaunt of an asset of its cash-generating unit exceeds its recoverable amount, Impairment losses ane
recognised in profit of loss, Impainment losses moognised in respect of cash-generating units are allocated first 1o
reduce the carrying amaunt of any goodwill allocated to the units and then to reduce the carrying amount of the
other assets in the unit {bank of units) on a pro rata basis,

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

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

Provisions

Provisicens are liabilities that are uncertain in amount and fiming. A provision is recognised if as a result of a past
event, the Bank has a present legal or constructive obligation that can be estimated reflably, and it is probable that
an autflow of economic benefits will be required to settle the obligation. Provisions are determined by discaunting
the-expected future cash flows at a pre-tax rate that reflects current market assessments of the time value of money
and, where appropriate, the risks specific to the Rability. The increase in provision duse to passage of time is
recognised in "Interest expense’

Provisions recognised by the Bank relates to kegal claim against it that are highly probable.

Employee Benefits

Short-term benefits

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

A liabllity Is recognised for the amount expected to be pald under short-term cash bonus o profit-sharing plans if
the Bank has a present legal or constructive obligation to pay this amount as a result of past service provided by the
employes and the obligation can be estimated reliably. -




STATEMENT OF FINANCIAL POSITION MNOTES TO THE FINANCIAL STATEMENTS

2017 2016 location, collateral type, past-due status and other relevant factors), These characteristics are relevant to the estima-
Assets Notes N N tion of future cash Mows for banks of such assets being indicative of the deblors’ ability to pay all amounts due
according te the contractual terms of the assets being evaluated.

h ivals 4 974 154,763,
f_::ani;?::::;maf:ln;di 238,554, 54,763,542 In assessing collective impairment, the Bank uses statistical modelling of historical trends of the probability of
ng default, timing of recoveries and the amount of boss incurred, adjusted for management’s judgment as to whether
Loans and advances 5 874,297,693 750.912,199 current ecanamic and credit conditions are such that the actual losses are likely to be greater or less than suggested
o = bry historical modelling. Default rates, loss rates and the expected timing of future recoveries are regularly bench-

IniNStMenE Sactiities marked against actual outcomes to ensure that they remain appropriate,

Available-for-sale securities 6 1495940 4495540 If there is ohjective evidence that an impairment loss on a loan and receivable or a held-to-maturity asset has been

- Held to maturity securities 7 55,000,000 65,000,000 imcurred, the amount of the loss is measured as the difference between the asset's carmying amount and the present
value of estimated future cash flows (excluding future credit losses that have not been incurred), discounted at the

Other assets 1 19,012,685 18,065,000 asset’s original effective interest rate. Losses are recognised in profit or loss and reflected in an allowance account
against loans and receivables, Interest on the impaired asset continues to be recognised through the unwinding of

Property Plant and equipment 9 77,829,246 7B,678434 the discount. The carrying ameount of the asset is reduced through the use of an allowance account.

Total assets 1,269,190,638 1,080,915,115 The calculation of the present value of the estimated future cash flows of a collateralized financial asset reflects the

L cash flows that may result from foreclosure less costs for obtaining and selling the collateral, whether or not foreclo-

Liabilities: sure is probable

Depaosit liabilities 10 505,600,953 381,699,050
To the extent a loan is irrecoverable, it s written off against the related allowance for loan Impalmeent. Such loans

Current tax liabilities 1" 17,142,918 12,516,558 are written off after all the necessary procedures have been completed and the amount of the loss has been deter-
mined. Subsequent recoveries of amounts previously written off decrease the amount of the allowance for loan

Term loans 12 112,224,567 140,799,567 impairment in prafit or loss. I, in a subsequent period, the amount of the impairment loss decreases and the
decrease can be related objectively to an event occurring after the impairment was recognised (such as an

Other liabilities 13 22,654,507 43,171,428 improvernent in the debtor's credit rating], the previously recognised impalrment loss ks reversed by adjusting the
allowance account. The amount of the reversal is recognised in profit or loss.

Total liabilities 657,622,945 578,186,603 Future cash flows in a bank of financial assets that are collectively evaluated for impairment are estimated on the
basis of the historical loss experience for assets with credit risk characteristics similar to those in the Bank. Historical
loss experience is adjusted on the basis of cument observable data to reflect the effects of current conditions that

Net assets 611,567,593 H2728513 did not affect the period on which the historical loss experience ks based, and to remaovwve the effects of conditions in

Equity: the historical period that do not exist currently.

Sharf! capital . L. 110,905,570 110,905,670 Ayeailable-for-sale inancial assets

Retained eamings 15 253,891,821 187,344,812 Available-for-sale financial assets are impaired if there is objective evidence of impalrment, resulting from one or

Other reserves 16 246,770,202 204,478,031 more loss events that occurred after initial recognition but before the balance sheet date, that have an impact on
the future cash flows of the asset. In addition, an available-for-sale equity instrument is generally considered
imgaired if a significant or prolonged decline in the fair value of the instrument below its cost has occurred, Where

g:::l e::ulty attributable to equity holders of the 611,567,693 502,728,513 an available-for-sale asset, which has been measured at fair value directly through equity, is impaired, the impair-

pany ment loss s recognised in profit or boss. If any boss on the financlal asset was previously recognised directly In equity

as a reduction in fair value, the cumulative net loss that had been recognised in equity is transfered to profit or loss
and is recognised as part of the impairment |oss. The amouwnt of the loss recognised in profit or loss is the difference
between the acquisition cost and the current fair value, less any previously recognised impairment loss,

Signed on behalf of the Board of Directors on February 28, 2018

e

3.16 Offsetting
If, In a subsequent period, the amount relating to an iImpairment loss decreases and the decrease can be linked
Mr. Gabriel 0. Adewunmi - CFO Mrs. Clara Oloniniyi - MODJCED objectively to an event ccourring after the impairment loss was recognised in the income statement, where the
FRC NO.: FRC2014CIBN00000007 238 FRC MO FROZ01GCIBNAD000001 4729 imstrument is a debt instrument, the impaimment loss is reversed through profit or loss. An impairment loss in

respect of an equity instrument classified as available-for-sale is not reversed through predit or loss but accounted
for directly Im equity.

m Financial assets and Nabilities are set off and the net amount presented in the statement of financial position when,
: and only when, the Bank has a legal right to set off the amounts and intends either to settle on a net basis or to
Chief Peter K. Asu - Chairman realise the asset and settle the liability simultaneously. Income and expenses ane presented on a net basis only

FRC NO.: FRC20 INCANDOD00001 380




MNOTES TO THE FINANCIAL STATEMENTS CONTD.

Loans and receivables are measured at amortised cost wsing the effective interest method, bess any impairmaent
lesses, Origination transaction costs and origination fees received that are integral to the effective rate ane capital-
Ised to the walue of the loan and amortised through interest income as part of the effective interest rate.

STATEMENT OF COMPREHENSIVE INCOME

Interest on loans is included in profit or loss and reported as Tnterest income? In the case of an impairment, the Notes 2017 208
impairment loss is reported as a deduction from the carrying value of the loan and recognised in profit or loss as Interest income 17 436,007 268 405,375,555
‘Met impairment loss on financlal assets:

Interest expense 18 (17,432,307 121,965,201)

3.13 Amortised cost measurement

The amortised cost of a financial asset or liability is the amount at which the financial asset or liability is measured Met interest income 418,664,962 383,410,354
at initial recognition, minus principal repaymaents, plus or minus the cumulative amortisation using the effective '
interest method of any difference between the initial amount recognised and the maturity ameount, minus any Fee and commission income 19 87588332 86451672
reduction for impakment. .

Operating income 506,253,294 465,863,025

3.14  Fair value measurement 00,40 0,000]

Fair value is the amount for which an asset could be exchanged, or liability settled, between knowledgeable, willing Impalrment loss on financial assets i 5 7 @75
parties in an arm’s length transaction on the measurement date, The best evidence of the fair value of a financial Depreciation expenses Gii (15,656,886) (13,375,629)
Instrument on initial recognition is the transaction price, i.e. the fair value of the consideration paid or received,
unless the fair value is evidenced by comparison with other observable current market transactions in the same Persannel expenses 0 (216,158,757) (197.826,567)
instrument, without modification or repackaging, or based on discounted cash flow models and option pricing Other operating expenses 21 (134,600,294) [128,931,151)
valuation techniques whose variables include only data from observable markets.
Subsequent to initial recegnition, the fair values of financial instruments are based on quoted market prices or Profit before i - 133,336,949 120979678
dealer price quotations for financial instruments traded in active markets. If the market for a financlal asset s not neome a3, TR
active or the instrument is an unlisted instrument, the fair value is determined by using applicable valuation Provision for Taxation (12,000,325 (10,B75,000)
techniques. These include the use of recent arm's length transactions, discounted cash flow analyses, pricing
models and valuation technigues commanly used by market participants, Profit for the year 121,336,624 110,104,678

Where discounted cash flow analyses are used, estimated cash flows are based on management’s best estimates
and the discount rate is a market-related rate at the balance sheet date from a financial asset with similar terms and

conditions. Where pricing models are used, inputs are based on observable market indicators at the balance sheet
date and profits or losses are only recognised to the extent that they relate to changes in factors that market partici-
pants will consider in setting the price,

Other comprehensive incorme, net of income tax
Fair value gains/{losses) on available for sale investments

3.15 Impairment of financial assets Other comprehensive income for the year, net of tax

Assets carried at amortised cost

The Bank assesses at each Statement of Financial Pasition date whether there is objective evidence that a financial Total rehensive i for the 22 121,336,624 110,104,678
asset or bank of financial assets is impaired, A financial asset or a bank of financial assets is impaired and impairment e e = 336, 104,
levsses are incurred if, and only if, there is objective evidence of impaiment as a result of one or more events that Eamings per share - basic (kobo) 5470 49,64

occurred after the inftial recognition of the assets (a‘loss event’), and that boss event [or events) has an impact on
the estimated future cash flows of the financial asset or bank of financial assets that can be reliably estimated.
Objective evidence that financial assets (including equity securities) are impaired may inchude;

. Default or delinguency by a borrower;

. Restructuring of a loan or advance by the Bank on terms that the Bank would not otherwise consider;

. Indications that a bommower or Issuer will enter bankruptcy;

L The disappearance of an active market for a security; or

. Other observable data relating to a bank of assets such as adverse changes in the payment status of
borrowers or issuers in the Bank, or economic conditions that correlate with defaults in the Bank,

The accompanying notes form an integral part of these consolidated financial statements,

The Bank first assesses whether objective evidence of impairment exists individually for financial assets that are
individually significant, and individually or collectively for financial assets that are not individually significant.

If the Bank determines that no objective evidence of impairment exists for an individually assessed financial asset,
whether significant or not, it includes the asset in a bank of financial assets with similar credit risk characteristics and
collectively assesses them for impairment. Assets that are individually assessed for impairment and for which an
impairment boss is or continues to be recognised, are not incleded in a collective assessment of impairment.

For the purposes of a collective evaluation of impairment, financial assets are banked on the basis of similar credit
risk characteristics (i.e. on the basis of the Bank's grading process which considers asset type, industry, geographic




STATEMENT OF CASH FLOWS

2017 2016
M N
Cash flows from operating activities:
Frofit for the perbod: 133,336,949 120,979,678
Tax expense (12,000,325) [10,875,000)
Profit after tax 121,336,624 110,004,678
Adjustments for:
Depreciation of property and equipment 15,656,886 13,375,629
Depreciation adjustment - 1,293,079
Other Adjustment 15,396,579 .
Impairment on financial assets 27125093 .
Impairment on available for sale securities - (2410119
179,515,182 121,363,267
Changes in assets/liabilities
Financial assets held for trading . .
Loans and advances [114,385.494) (76,973,180
Avallable-for-sale securities - 3,364,539
Held to maturity securities 10,000, 000 [45,000,000)
Other assets 1947.685] (9,556, 796)
Deposit Habilities 123,901,903 41,291,909
Current Tax Liabilities Sre03E5 10,125,000
Term loans (28,575,000) [47,992,100)
Other liabilities (20,516,922) 21,551,793
Met cash (used in) / from operating activities before tax 149,968,020 18,174,431
Tax Pald (12,516,558) (6,654, 3400
Met cash (used in) / from operating activities after tax 137,451,462 11,520,091
Cash flows from investing activities:
Purchase of property and equipment (69,807,798) [60.781,704)
Met cash (used in) / from investing activities (69,807,798) (60,781,704)
Cash flows from financing activities:
Taxation Arrears 3,624,990
Dividends paid 8872454
Met cash [used in)/from financing activities 12,497,444 -
Met Increase In cash and cash equivalents 83,791,433 [49,261,613)
Cash and cash equivalents at beginning of year 154,763,542 204,025,155
Cash and cash equivalents at end of year 238,554,974 154,763,542
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Interest on hebd-to-matwrity imestments is included in prefit or loss and reported as Interest income. In the case of
impairment, the impairment loss is been reported as a deduction from the carrying value of the investment and
recognised in profit or loss as ‘Met impairment loss on financial assets! Held-to-maturity investments ane
gowernment and corporate bonds,

Financial assets and liabilities held at fair value through profit and loss

Trading assets and labilities are those assets and liabilities that the Bank acquires or incurs principally for the
purpose of selling or repurchasing in the near term, or holds as part of a portfolic that is managed together for
short-term profit or position taking. This category has two sub-categories; financial assets held for trading, and
those designated at fair value through profit or loss at incepticn.

A financial asset is classified as trading if acquired principally for the purpose of selling in the short term, Trading
assets and labilities are initially recognised and subsaquently measured at fair value In the statement of financial
position with transaction costs recognized in profit or loss. All changes in fair value are recognised as part of net
trading income in profit or loss, Trading assets and liabilities are not reclassified subsequent to their initial recogni-
tion, except non-derivative financial assets, other than those designated at fair value throwgh profit or boss on initial
recognition (Le. trading) may be reclassified if they are no longer held for the purpose of belng sold or repurchased
im the near term and the following conditions are met:

L If the financial asset would have met the definition of loans and receivables (if the financial asset had not
been required to be classified as held for trading at initial recognition], then it may be reclassified if the
Bank has the intention and abality to hold the financial asset for the foreseeable future or until maturity.

- If the financial asset would not have met the definition of boans and receivable, then it may be reclassified
out of the trading category only in rare circumstances,

Financial assets may be designated at fair value through prefit or loss when:

312

. The designation eliminates or significantly reduces measurement or recognition inconsistency that would
otherwise arise from measuring assets or liabilities on different basis; or
. A bank of financial assets is managed and its performance evaluated on a fair value basis,

Subsequent toinitial recognition, the fair values are re-measured at each reporting date, All gains and losses arising
from changes therain are recognised in the income statement in ‘net trading income’ for trading assets, and in‘net
income from other financial instruments carried at fair value’ for financial assets designated at fair value through
profit or koss at inception.

Interest eamed and dividends received while holding trading assets at fair value through profit or loss are included
im net trading income. Trading assets are not reclassified subsequent to their initial recognition.

Available-for-sale

Financial assets classified by the Bank as available-for-sale financial assets are generally those that are not designat-
ed as another category of financial assets, or strategic capital investments held for an indefinite period of time,
which may be sold in response to needs for liquidity or changes in interest rates, exchange rates or equity prices.
Available-for-sale financial assets are subsequently carried at fair value. Unrealised gains and losses arising from
changes in the fair value of available-for-sale financial assets are recagnised through other comprehensive income
as a component of equity (Fair value reserve) until the financial asset is derecognised or impaired.

When available-for-sale financial assets are disposed of, the fair value adjustments accumulated are recycled from
equity through other comprehensive income to the income statement.

Interest income, calculated wsing the effective interest method, is recognised in the income statement.
Dividends received on available-for-sale instruments ane recognised in income statement when the Bank's right to
receive payment has been established

Loans and receivables
Loans and receivables are non-derivative financial assets with fiked or determinable payments that are not quoted
in an active market, other than those classified by the Bank as at fair value through profit or loss or available-for-sabe.
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. The initial recognition of goodwill:

- The Initial recognition of assets o [abilities i transaction that is nat a business combination and that
affects nelther accounting nor taxable profit or loss;

. Differences relating to imvesiments in subsidiaries to the extent that they probably will not reverse in the
foreseeahble future; and )

- Differences arising from investment property measuned at fair value whose carrying amount will be

recovensd through use Deferred tax is measured at the tax rates that are-expected (o be applied 1o the temporary

differences when they reverse, based on laws that have been enacted or substantively enacted by the reporting

date.

A deferred tax asset s recognised only to the extent that it Is probable that future taxable profits will be svailable
against which the asset can be utiised. Deferred tax assets are reviewed at each reporting date and are reduced to
the extent that It is no longer probable that the related tax benefit will be realised,

Deferred income tax assets and llabilities are offset when there is a legally enforceable right to offset cument tax
assets against current tax liabilities and when the deferred income taxes assets and liabilities relate to income taxes
levied by the same taxation autharity on either the same taxable entity of different taxable entities where there is
an intention to setthe the balances on a net basis.

Financial Assets and Liabilities ) )

Al financial assets and Habélities are recognised in the statement of financial position and measured in accordance
with their assigned IAS 39 category.

The Bank allocates financial assets to the following categorles) held-to-maturity; financlal assets at fair value
through proft and loss; avallable for sale: and loans and receivables.

The Bank’s holding of financial liabilitie s consist only of financial llabilities carried at amartised cost, Financial liakil-
Hies are derecognized when extinguished. Financial labilities on the statement of financial position Include,
“Deposit labilities and Term loans® and payable balances Included in“Other liabilities”

Recognition

Management determines the classification of its financial instruments at Initial recognition, All financial Instru-
maents ane inatially recognised at fair value, Transaction costs are included in the amouwnts initially recognised
except for financlal assets at fair value thoough profit and loss, where transactions are recognised immediately in
Income statement.

Subsequent measurement
Subsequent toinitial measurement, inancial instruments are measured either at fair value or amortised cost,
depending on thelr classification, Financlal assets categories and thelr subsequent measurament are:

Held-to-maturity

Held-ta-maturity investments ane non-derivative financial assets with foeed determinable payments and fixed
maturities that management has both the pesitive intent and ability to hold to maturity, and which are not desig-
nated at fair value through profit or loss or as available for sale. Where the Bank sells more than an insignificant:
amount of held-to-maturity assets, the entire categary would be tainted and reclassified as available-for-sale
assets and the difference between amortised cost and fair value will be accounted for in equity.

Held-to-maturity Imestments ane carred at amortised cost, using the effective Interest method, less any provisions
for impairment, A sale or rechissification of 3 more than insignificant amount of held-te-maturity Inestisents
would result in the reclassification of all held-to-maturity Investments as avallable-for-sale, and would prevent the
Company from classifying investment securities as held to-maturity for the current and the following two yvears,

However, sales and reclassifications in any of the following clrcumstances would net trigger a reclassification:

. - Sales or reclassificatbons that are so close to maturity that changes in the market rate of interest would nat

. have a significant effect on the financial asset's fair value; ;

. ‘Sales or reclassifications after the Bank has collected substantially all of the asset's original principal; and -
‘Sales or reclassifications attributable to non-recurring isolated events beyond the Bank's control that

STATEMENT OF CHANGES IN EQUITY, 2016

Fair  Requistory

Share Share Statutory value Risk  Retained

Capital premium FESErVE  FESErves  resdrves  earnings Total
Balance at 1 Janisary 2007 110,905,670 3448,652 189,763 448 - 11865931 187344812 502,728.513
Total comprehensive income for the year
Profit o hoss 15,167,078 106,160,546 121,336,624
Actjustrnent i property investiment -
Taxation ateas. (3624990 (362450}
Additional Provision for nvestrnent value
Agdditional impalrment transfer to Regulatory Risk Aeserve IR0 QTS9N 270215093
Dividend payrment IBETZAS)  [BATAS]
Balance at 31 Decembaer J017 110805670 AA4BE52  BM.II0526 ILOHI00  FLILH1MI 611567608




NOTES TO THE FINANCIAL STATEMENTS

Reporting entity
The Bank was licensed by Central Bank of Migeria on 23 October 2007 to operate microfinance banking and

provide microfinance services to customers through its Head Office and subsequently approved cash centres.
The Bank was incorporated on 09 August 2007 as private company limited by shares and commenced operations
in Movembar 2007,

The Microfinance Bank’s principal activity is to carry on business as a microfinance bank, providing financial
service to micro, small and medium scale enterprises and other low income people in Nigeria in the form of work-
ing capital and loans, The Microfinance bank is eligible to accept deposits from individuals, groups and private
organizations and also raise finance in accordance with the CBM regulations and guidelines on micro finance
banks.

Basis of preparation

1.1

1.2

2.0

21

3.0

3.02

Statement of compliance

The financial statements have been prepared in accordance with International Financial Reporting Standards
(IFRSs, a5 issued by the International Accounting Standards Board (1ASB) and adopted by the Financial Reporting
Council of Nigeria

The Financial statements were authorised for issue by the directors on February 28, 2017,

Functional and presentation currency
These financial statements are presented in Migerian Maira, which is the Bank'’s functional currency. Except as
otherwise indicated, financial information presented in Maira has been rounded to the nearest naira

Basis of measurement
These financial statements are prepared on the historical cost basis except those financial assets and financial
liabilities that have been measured at fair value.

Use of estimates and judgments

The preparation of financial statements in conformity with IFRSs requires management fo make judgrments,
estimates and assumptions that affect the application of policies and reported amounts of assets and Nabilities,
income and expenses. The estimates and associated assumptions are based on historical experience and various
ather factars that are believed to be reasonable under the circumstances, the results of which form the basis of
making the judgments about carrying values of assets and Rabilities that are not readily apparent from other
sources. Actual results may differ from these estimates,

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates
are recognised in the period in which the estimate is revised, if the revision affects only that period, orin the period
of the revision and future periods, if the revision affects both current and future periods,

Judgments made by management in the application of IFRSs that have significant effect on the financial state-
ments and estimates with a significant risk of material adjustment are discussed in note 3,37

Significant accounting policies

Significant accounting policies are defined as those that are reflective of significant judgements and uncertainties,
and potentially give rise to different results under different assumptions and conditions,

The accounting policies set out below have been consistently applied to all periods presented in these financial
statements. These policies have been consistently applied to all years presented unless otherwise stated.

Interest

Interest income and expense are recognised in profit or loss using the effective interest method.

The effective interest rate is the rate that exactly discounts the estimated futune cash payments and receipts
through the expected life of the financial asset or lability (or, where appropriate, a shorter period) to the carrying
amaount of the financial asset or liability. When calculating the effective interest rate, the Bank estimates future
cash flows considering all contractual terms of the financial instruments but not future credit losses.

The effective interest rate is calculated on initial recognition of the financial asset and liability and is not revised
subsequently except as stated below regarding impained financial assets,

3.08

MNOTES TO THE FINANCIAL STATEMENTS CONTD.

The calculation of the effective interest rate includes contractual fees paid or received transaction costs, and
discounts or premiums that are an integral part of the effective interest rate, Transaction costs are incremental costs
that are directly attributable to the acquisition, issue or disposal of a financial asset or Rabdlity.

Interest income and expense presented in the statement of cormprehensive income include:

Interest on financial assets and liabilities measured at amortised cost calculated on an effective interest rate basis,
Interest on available-for-sabe investment securities caloulated on an effective interest basis

Once a fimancial asset or bank of similar financial assets have been written down as a result of an iImpairment boss,
interest income is recognized wsing the rate of interest used to discount the future cash flows for the purpose of
measuring the impaimment boss.

Interest income and expense on all trading assets and labilities are considered to be incidental to the Bank's
trading operations and are presented together with all other changes in the fair value of trading assets and liabili-
ties in net trading income.

Fair value changes on other financial assets and labilities carried at fair value through profit or loss, are presented
in net trading income fram other financial instruments and carried at fair valee through prafit and loss in the state-
ment of comprehensive income.

Fees and commission

Fees and commissions are generally recognised on an accrual basis when the service has been provided.

Fees and commission income and expenses that are integral to the effective interest rate on a financial asset or
liability are included in the measurement of the effective interest rate.

Met trading income

Net trading income comprises gains less losses related to financial assets held for trading or designated as fair value
through profit or boss as well as financial liabilities at fair value through profit or loss, and incledes all realised and
unrealised fair value changes and forgign exchange differences.

Dividends

Dividend income is recognised when the right to receive income is established,

Dividends on held for trading financial assets are reflected as a component of net trading income, while dividend
from other financial instruments at fair value through profit and loss are recognized as part of other operating
income based on the underlying classification of the equity investment.

Dividend income on available-for-sale securities are recognised as a component of other operating income,

Income Tax expense

Income tax expense comprises current and deferred tax. Current tax and deferred tax are recognised in profit or
loss except to the extent that it relates to ibems recognised in other comprehensive income or directly in equity. In
this case, the tax is also recognised in other comprehensive income or directly in equity, respectivaly.

Current Tax

Current tax is the expected tax payable on taxable income for the year determined in accordance with the Compa-
nies ncome tax Act (CITA), using tax rates enacted or substantively enacted at the balance sheet date, and any
adjustment to tax payable in respect of previous years.

Additional income taxes that arise from the distribution of dividends are recognised at the same time as the liability
to pay the related dividend is recognised,

Deferred Tax

Deferred tax is recognised on temporary differences between the carrying amounts of assets and liabilities in the
financial statements and the correspending tax bases used in the computation of taxable profit. Deferred tax is
provided for using the balance sheet or liability method, Deferred tax is not recognised for the following tempearary
differances:




